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Abstract

Though construction projects undertaken in develgpiountries are aimed at socio-economic
growth, the benefits cannot be realized withoutebaly considering project stakeholders

management for successful delivery. This studtifitehand evaluated Critical Success Factors
CSFs as part of a broader study aimed at “DevelgpBustainable Stakeholder Management
Framework for Developing Countries”. An exploratprgualitative survey was adopted. A
guestionnaire survey was used to validate 35 C#8Entified from the literature reviewed and

Relative Importance Index for analysis. Early stakders’ identification; managing culture and

political environment; communication; project maeag competence; formal stakeholder

management process was highly ranked. Five grawgwe also confirmed. The study contributes
to the body of knowledge by validating CFSs forGianaian construction industry.

Keywords: Critical Success Factors, developing countriesjgebsuccess,
stakeholder management.
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Eyiah-Botwe, E. et al.
Critical Success Factors for Enbanced Stakeholder Management in Ghana

1. Introduction

Ghana as a developing country continue to undertakastruction projects as a
development intervention for improved physical astructure provision and socio-economic
growth. The success of construction projects uadert is critical as it impacts on the economy
and output of the construction industry and the wiersa. Notably are the contruction industry’s
contribution towards the GDP, socio-economic dgwelent, direction of the economy due to the
huge investment, effect on other sectors as atreklihkages and emploment due to the labour
intensive nature (Ofori, 2012). To achieve projgatcess there have been several attempts to
consider the technical aspect of project managenhetgrestingly, several studies by scholars
have identified critical success factors CFSs aimedddressing shortfalls in project delivery
without considering the perception, role and infice of the many stakeholders involved in the
project delivery (Davis, 2013). Inspite of the sasdand efforts to find solution for successful
project delivery, there are records of many projaittires in developing countries which calls for
a new approach.

Project failures and poor delivery of constructimojects in developing countries have
been attributed to several factors such as costiar@overruns, poor quality of delivery, late
scope changes, poor and late payment, relocatiprogcts, delays and poor planning of projects
which are attributed to the numerous participant®vled in a project: project manager, client,
owner, sponsor, consultants, contractors, sub actoirs and suppliers referred as stakeholders
(Fugar and AgyakwaBaah, 2010). Othman (2013) attributes mega-prajetivery failures to
political, lack of human resource, technical andhagerial challenges. In addition projects have
been considered failure when measured againststakeholders*' satisfaction and needs (PMlI,
2013). Construction projects have several firmsdividuals and participants who affect or are
affected by the project outcome (Freeman, 1984;,gY@010). Construction projects cannot be
successfully established and accomplished withargfally considering and dealing with all the
stakeholders involved (Eskerod and Jepsen, 2018jark€ing project delivery then calls for the
need for developing countries to consider stakedrofdanagement as done in the developed
countries and project managers embrace stakehaldeagement as a soft project management
skill aimed at enhancing project delivery.

Stakeholder management is not just about manabamdividuals and firms involved in
a project, nor an event. Rather it is a processdhtails a systematic approach to identifying all
stakeholders, prioritising their needs and interasalysing and monitoring all activities carried
out in connection with the stakeholders aimed ajggat success (Lock, 2007: Eskerod and Jepsen,
2008). There are several factors that influencesthicome of successful stakeholder management
process. In addition there are equally differemirapches suggested by different scholars and
countries (Yang, 2010). It is therefore pertinetentifying and considering the critical success
factors CSFs for enhanced stakeholder managemeoegs. Though there is a study that has
identified CSFs for construction projects, the gtuas carried out in developed countries region
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specific and recommends a similar study for devatpgountries. This has necessitated a study
to confirm and identify additional CSFs for deveatapcountries.

This research aims at identifying and evaluatingF€Sor effective stakeholder
management in developing countries as part of adaostudy aimed at “Developing sustainable
stakeholder management framework for developingiitms”. Three research objectives were
formulated as: to identify CSFs for an effectivakstholder management process, (2) categorize
the factors identified and (3) evaluate the idesdiCSFs to determine the extent of impact of each
factor. The study contributes towards the body mdwledge by making available to project
managers the identified, evaluated CSFs for SM gm®cin developing countries and the
subsequent development of a framework to be usedrfoeffective stakeholder management
process for enhanced project delivery. The resedesign approach selected employed a
combination of a systematic integrative literattgeiew, quantitative thematic analysis as phase
one. ldentified and additional critical factors wemalidated and sought for from interviewing key
industry players. Evaluation of the impact was heeveaddressed from a questioonaire survey
employed and analysed using a relative importandex. There were however limitations as
research participants involved were from one setaeigion in Ghana.

Identifying and evaluating critical success facttmmssuccessful delivery of construction
projects in developing countries cannot be overhesjzed. This is because of the infrastructure
development role in the socio-economic realizattmopled with the construction industry’s
contribution towards the nation’s growth (Ofori, 1Z). Further, these projects support
governments in achieving their development objestiOthman, 2013). Public sector government
sponsored projects range from small to mega sdadeelby requiring improved project
management controls to avoid mega-costs and sah¢Relle, 2014)According to Mok et al,
(2015) mega construction projects for instance,olves various stakeholders of diverse
occupational and professional backgrounds witredsffit levels, types of interests in the project
which is complicated in nature hence impacting mjget delivery. Project team members usually
meets for the first time, from different geogragthitocations, varrying cultural background,
notwithstanding the pressure of external and coxmgtigkeholder environment (Aaltonen, 2011).
Some projects embarked by governments in develomogtries have failed or at least there is
perception and the major causes attributed toafos¢akeholders involved which calls for further
investigation (Davis 2014; Eyiah-Botwe, 2015).

The lack of success and what constitutes crticalesss criteria expecially relating to public
sector projects delivery has raised several cosad@&moa-Mensah, 2011; Adinyira et al, 2012).
Reasons assigned as responsible for project dgligéure in developing countries include, time,
cost overruns, poor quality and project managenssuies, time, perceived as mainly technical
(Davis, 2014). Ahadzie (2010) argues that thereéttteme for any project success criteria must
focus on the needs of the project, client or uBkis is confirmed as client satisfaction is idantf
as a main project success criterion (Newcombe 28@syira et al, 2012). Though different
stakeholders have different perception of projeaicess, the client and end users have many
common success factors including stakeholder aatish, communication, cost and time budgets
(Davis, 2014). Project managers as key stakeholdave a responsibility to ensure project
success; meeting stakeholder needs and satisfgPtidh 2008). A project cannot be established LM
and successfully delivered without carefully coesidg and dealing with project stakeholders LN
(Eskerod and Jepsen, 2013). This calls for the teedaluate and understand the complexities of v
the stakeholders involved which is critical for jed success.
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Stakeholders in construction are individuals ammiigs who have interest or whose interest
can affect or be affected by the outcome of a ptqjereeman, 1984; Yang 2010). In addition,
stakeholders have power, legimate, and urgent cktake, expectation and can be antagonistic to
project outcome (Mitchell et al, 1997, Newcombe)20 Following this definition several project
stakeholders have been identified to include clieotractor, sponsor, local community member,
lobbying organization, and government agency, ptojganagers, designers, sub-contractors,
suppliers, funding bodies, users and the commyNiggwvcombe, 2003 ;Cova & Salle, 2005).

Considering the complexity, diverse stakeholdéngdts and opportunities to be managed
within the set targets of cost, time and perfornearstakeholder management is required for
successful project delivery (OGC, 2003; Chapman\wadd 1997). Olander (2006) mentions that
construction projects attract interest from variaiakeholders whose expressed needs and
expectations are often in conflict with each othed managed through a stakeholder analysis
process. Lock (2007) suggest the systematic ideatibn, analysis, planning actions,
communication, and negotiation aimed at stakehslofgluence. Chyinio and Olomolaiye (2010)
opines a process of identifying and classifyingestelders for initial and subsequent engagements
with stakeholders; timely, planned and in a coatéd manner. Eskerod and Jepsen (2013) argues
by broadening the definition as consisting all sgful activities carried out in connection to the
project in order to enhance project success. Neskds, stakeholder management has its own
challenges including the several processes emagn#tom industry practices among others
(Oyegoke, 2008). Each project is unique in natncetwo projects are ever the same hence the
need for additional efforts to build effective pof teams and generate trust, both within and
between the team and the project stakeholdersnititlei limited duration of projects requirements
(Grabher, 2002; Yang 2011). This calls for the needdentify critical factors for successful
implementation of any stakeholder management psoces

Critical Success Factors CSFs in terms of stakenotthnagement, are viewed as those
activities and practices that should be addressemtder to balance stakeholders' interests and
further ensure that projects are moved forward ¥@911). Several critical success factors for
project delivery have been identified by scholampared with stakeholder management (Davis,
2014). Pinto and Slevin (1987), Chan et al. (2082) among recognized authors of the most
widely used success factor list (Jugdev and MUREA5; Turner and Muller, 2005). It is worth
noting that some of these identified factors waigh for successful project management, they
are related to managing stakeholders hence womisidering for stakeholder management.
Managing project stakeholders is one of the importask of project management since project
success depends on the many stakeholders involved.

Karlsen (2008) from an empirical study aimed atlespg critical success factors for
building trust in project stakeholder relationsidientified reliable behavior; good communication;
sincerity; competence; integrity; commitment andélence in that order. Following a review
of literature on stakeholder management, Yang (Rd@@ntified ; Managing stakeholders with
social responsibilities (economic, legal, enviromta¢and ethical); Formulating a clear statement
of project missions; Identifying stakeholders pmbygeUnderstanding area of stakeholders’
interests; Exploring stakeholders’ needs and caimdfr to projects; Assessing stakeholders’
behavior; Predicting the influence of stakeholdarzurately; Assessing attributes (power,
urgency, and proximity) of stakeholders; Analyzoanflicts and coalitions among stakeholders;
Compromising conflicts among stakeholders effetyiveKeeping and promoting good
relationships; Formulating appropriate strategiaméanage stakeholders; Predicting stakeholders’ v—{
reactions for implementing the strategies; Analgzine change of stakeholders’ influence and %
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relationships during the project process; Commuimgavith and engaging stakeholders properly
and frequently as fifteen critical success factors.

Table — 1.Findings of CSFs from studies on Public Privatdriaiship for construction projects
PPP from 1990 to 2013 (years inclusive).

CSF Critical Success Factors CSFs Publications Total

1 Political support /stability

2 Public/community support
3 Favorable legal framework
4

5

Competitive/ Transparent/ Procurement approaches
Good feasibility studies Selecting the right profeclear project brief
and design development

6 Open and constant communication

7 Trust

8 Detailed project planning

9 Strong commitment by both

10 Clarity of roles and responsibilities among parties
11 Good leadership and entrepreneurship skills

12 Consistent monitoring

13 Environmental impact of project

14 Good governance

15 Clear goals and objectives
Source- Osei-Kyei and Chan, (2015)

Table — 2.Findings of CSFs for construction stakeholder rgangent studies (developed

countries)

CSF  Critical Success Factors CSFs Mean Rank
no.

1 Managing stakeholders with social responsibili(@sonomic, legal, environmental ar 443 1

ethical)
2 Exploring stakeholder needs to projects 426 2
3 Communication with and engaging stakeholders ptgerd frequently 426 2
exploring stakeholder needs to projects

4 Understanding area of stakeholder interest 422 4
5 Properly identifying stakeholders 421 5
5 Keeping and promoting a good relationship 4,17 6
8 Analyzing conflicts and coalitions among stakehatde 404 7
7 Accurately predicting the influence of stakeholders 4.02 8
9 Formulating appropriate strategies for the managemiestakeholders 3.97 9
10 Assessing attributes (power, urgency, and proxinafystakeholders 3.91 10
11 Effectively resolving conflicts between stakehokler 3.88 11
12 Formulating a clear statement of project mission 3.87 12
13 Predicting stakeholder reactions to implementatibthe strategies 3.83 13
14 Analyzing the changes in stakeholder influencesratationships 3.83 13
15 Assessing stakeholder behaviour 3.80 15

Source: Yang (2009)
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Table — 3.Findings of CSFs for Cost of Poor Quality in constion projects delivery (COPQ)
in South Africa

CSF Critical Success Factors CSFs Mean Rank
no.

1 Providing effective leadership 4.26 1

2 Clearly defining project objectives 4.26 1

3 Identification of process and skills 422 2

4 Providing effective PM process 421 3

5 Team work 4.20 4

5 Use of integrated procurement process 417 5

Source: Aigbavboa and Thwala, (2014)

Similarly, Aigbavboa and Thwala, (2014) developeSFS for Cost of Poor Quality in
project delivery in South Africa construction inthys The five CSFs had “providing effective
leadership as the highest ranked. Consideringdtietifiat quality is a major success factor, this
research did a review of the CSFs as stated alsovdlasrly, Gudiene et al, (2013) in developing
a CSF model for construction projects in Lithuadientified 41 variable grouped under 9 CSFs
as responsible for successful construction prajetivery. 31 variables and 7 CSFs groups were
stakeholder related. This confirms the fact thafeut success is largely dependent on effective
stakeholder management. The factors were catedoage external factors, internal factors,
institutional factors, projects related factorsyjpct management/ team members related factors
project manager related factors, client relatedofa¢ contractor related factors and stakeholder
related factors. The variables within each groupewieund as interrelated (Gudiene et al, 2013).

Table — 4.CSF model for construction projects in Lithuania

CSF CSFs Themes (groups) Critical Success Factors CSFs

no.

1 Economic environment

2 External factors Social environment

3 Political environment

4 Legal environment

5 Cultural environment

6 Nature ecological environment

7 Project management/ Relevant past experience

8 team members related factors Competence

9 Trouble shooting

10 Risk identification and allocation

11 Technical capability

12 Personnel issues

13 Projects manager related factors Competence

14 Experience

15 Technical capability

16 Delegation of authority and responsibility
17 Perception of role and responsibilities
18 Trust
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19 Contract management

20 Client related factors Competence

21 Experience

22 Type

23 Clear and precise goals/objectives
24 Risk attitude

25 Ability to participate in different phases of proje
26 Contractor related factors Company characteristics

27 Technical and professional capability
28 Experience

29 Work conditions

30 70 Advanced technologies

31 71 Extent of subcontracting

Source: Gudiene et al. (2013)

Finally, the study also critically reviewed CSFs fwusing project in Nigeria. This is
useful as the research considers other CSFs frd@veloping country and a sector so crucial for
developing countries where governments have a bgcéf housing delivery and undertake
housing projects as a development intention.

Table — 5.Findings for Project Management Success Factorsufstaianable housing

CSF no Critical Success Factor No. of authors
1 Project understanding 5
2 Top management support 5
3 Information/communication 4
4 Client involvement/participation 5
5 Competent project team 8
6 Project manager/leader authority 6
7 Realistic cost and time estimates 4
8 Adequate project control 2
9 Problem solving abilities 2
10 Project risk management 3
11 Adequate resources for project 4
12 Adequate project planning 3
13 Project monitoring recital and feedback 3
14 Project mission/common goal 5
15 Project ownership 3
Source: Bakar et al. (2009)
Table — 6.CPMSF for housing project in Nigeria
CSF no Critical Success Factor No. of authors
1 Housing project ownership 7
2 Project team composition 4
3 Cultural difference 2
4 End users involvement and other Issues 6
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Top management support

Project team competency

Project leader stability

Project information and communication

Adequate project monitoring and Feedback
10 Project information and communication

Source: lhuah et al, (2013)

© 00N oo
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Based on the review, the study identified the comr@&Fs from previous studies and
reviews by the several scholars. Thirty-five CSFerevfound as useful for the study and
categorized into seven groups of related factoesctvities as follows.

Table — 7.Proposed CSFs and categorization for Constru&takeholder Management

(Ghana)
CSF no CSFs groups/ category Critical Success Factors CSFs
1 Pre-conditions (External | Managing stakeholders by considering first pre-aims of
factors) political and cultural environment (in addition éeonomic, legal,
social, and ethical issues already identified)
2 Good feasibility studies Selecting the right pretjeClear project
Pre-stakeholder identification | brief and design development/ procurement approach.
3 Detailed project planning.
4 Strong commitment by both parties after educatio@mbrace SM
5 Competitive/ Transparent/ Procurement approaches
6 Good leadership and entrepreneurship skills
7 Clear goals and objectives
8 Top management support
9 Public/community support
10 Early and proper identification of all stakeholders
11 Stakeholder identification Formulating appropriate strategies for the managemef
stakeholders
12 Predicting stakeholder reactions to implementatibtne strategies
13 Project manager's competence (experience, techragdlity,
leadership style)
14 Project team related factors
15 Exploring stakeholder needs to projects
16 Stakeholder assessment Assessing attributes (power, urgency, and proxjmityf
(classification and stakeholders
17 prioritization) Understanding area of stakeholder interest
18 Predicting stakeholder reactions to implementatittne strategies
19 Accurately predicting the influence of stakeholders
20 Assessing stakeholder behavior
21 Communication (with and engaging stakeholders pippand
Stakeholder engagement frequently; Open and constant communication)
22 Keeping and promoting a good relationship and trust
23 Information and communication approach/ dissemomati
24 Analyzing conflicts and coalitions among stakehodde
25 Engaging stakeholders by considering critical sssa@nd barrier
factors
26 Clarity of roles and responsibilities among members
27 Implementing fully stakeholder management proceskssirategies
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28 Implementation, monitoring | Identify and analyze changes in stakeholder infteen

29 and evaluation Identify and analyze changes in stakeholder interes

30 Consistent monitoring and feedback

31 Evaluate attainment of objectives stakeholder neadssatisfaction

32 Consider documentation and implementation of feekiba

33 Continuous support Realize stakeholder changes, communicate and engatje
frequently, adapt new strategy where necessary

34 Continue top management support, increase PM tahkedtwlders
knowledge in SM,

35 Formal SM process (Establish an approach profittS process
conducive for procurement approach and project)type

Source; Authors
2. Methodology

An exploratory and qualitative research approack amaployed for this study. The first phase
involved a theoretical study consisting of an ipttiditerature review on stakeholder management
and critical success factors CSFs for stakeholdaragement. In addition, a review of studies on
CSFs for project management was conducted dueckodbastudies on CSFs for stakeholder
management and also being a soft project manageskiinA three-stage approach was used for
the content analysis of publications on the sulgeea (Yi and Wang, 2013; Osei-Kyei and Chan
2015). Using keywords such as “success factorstitical success factors”, “stakeholder
management”, “project management”, over fifty (58)blications were retrieved from the
institutional database for the period 1990-201% $hcond stage was further screening using a
combination of the key words “success factors” ‘@takeholder management” or “success factor”
and “project management” (Yang, 2009). Emphasis wasjournal publications that have
reviewed critical success factors or project susdastors. In addition, journals on different
construction areas were considered such as Publiat® Partnership PPP, public projects,
housing and empirical studies from different gepbreal regions since the developed framework
aims at different procurement approaches and agigin industries in developing countries. The
third stage entailed a content analysis for thectetl publications considering the objective,
methodology, list of factors identified among ot#hefhe research considered factors relating to
project stakeholders and stakeholder managemepiufdications on critical success factors for
project management since some identified fact@sat stakeholder related.

A successful compilation of thirty-five (35) crifitsuccess factors from literature reviewed
was done. A set of questionnaire with five sectiam@tation to respondents, objectives and brief
information on stakeholder management: respondbatkground; 35 set of questions on the
factors identified; 7 set of questions on the theneveloped and an open-ended question on what
respondents considered as the most critical fagtsr used for primary data. The objective for
each set of questions was stated to direct thenelgmts and research participants informed of the
aim of the paper as part of a broader study toldpwesustainable stakeholder management plan., o
Regarding the themes, the respondents were ask#&ti¢o agree or disagree with the the proposed v
themes or categorization as needed to be consideredy a stakeholder management process. Eﬁ
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On the CSFs, research participants were askededheir degree of opinion against each
CSF identified on a Five-point Likert scale with)£1strongly disagree and (5)=strongly disagree.
This method has been used for similar studies ibicalrsuccess factors (Yang, 2009: Aigbavboa
and Thwala, 2014). Research respondents were rdndmaiected from a list of professionals
obtained online and from known consultants. Theppse was for broad opinion and true
reflection of response from critical success fexttnrom key stakeholders namely, project
managers, architects, engineers, quantity survegbesits, sponsors, end-users and contractors.
100 semi-structured questionnaires were in allibisted with the assistance of enumerators and
using e-mails. Firstly, respondents were to eveldla¢ 35 CSFs identified and the 7 groups as
necessary for successful stakeholder managemetggzraising a five-point Likert scale. Sixty-
Two questionnaires were returned and sixty weressesl as successfully completed. A 60%
response rate achieved was found as consistenttg@timorm of more than the 20%-30% and
above the 40% required but limited to key playarsrily two major cities in Ghana namely Accra
and Kumasi (Akintoye, 2000; Yang, 2009).

The research was conducted within a month withatfsestance of two enumerators. The
returned questionnaires were analyzed using twierdiit methods for the two main set of
guestions. The main critical success factors weatyaed using a Relative Importance Index (RII)
and the Kish (1965) formula as it aimed at evahgathe level of impact on the success of the
stakeholder management process.

RIl = SW (0 <RIl 1) /A*N

Where: W — is the weight given to each factortmy/ tespondents and ranges from 1 to 5, (where
“1”is “strongly disagree” and “5” is “strongly age”); A — is the highest weight (i.e. 5 in thiseps
and; N — is the total number of respondents. Kig6%) formula n= n* (1+ n* /N), N = the total
population size, n= the sample sizé=S?/\V2, V= the standard error of sampling distribnt
assumed to be 0.0S= the maximum standard deviation of the populadiee (Total error of 0.05

@ 95% confidence level), S?=P (1-P) where, P= tlopgrtion of the population elements that
belong to the defined class. A descriptive methas wsed to identify in the opinion of the
respondents the themes evolved were useful inrtheeps and also to consider what in the opinion
of the respondents constitute most critical fa@itmm experience.

3. Key Findings and Analysis
3.1 Background/Demographics of Respondents

The questionnaire successfully returned for thenary data had all key stakeholders
participating. Project managers (25%) were thedsgparticipants followed by Architects (17%),
Engineers (8%), Quantity Surveyors (10%), Contrac{@%), Sponsors (7%), Client (13%),
Government Representatives (8%) and End-users (B%@ddition, research participants had
gained good experience with Architects recordingrd®0 years, followed by Project Managers
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(15years) and Contractors (5 years) as the lowag.compares with Yang, (2010) similar studies
and showed a good reflection of stakeholder invoket in project management process hence
the results can be generally accepted.

1) Table of demographics fo respondents

Background/Demographics of respondents Averageedrs of Experience  No. of
in Industry (above - yrs) respondents
1. Project Managers 15 15
2. Architects (without formal project management 20 10
certification)
3. Engineers 10 5
4. Quantity Surveyors 10 6
5. Contractors 5 4
6. Sponsors 10 4
7. Client/Project owners 20 8
8. Government Representatives 15 5
9. End users 10 3

3.2 CSFs categorization or grouping

In response to the questions on CSFs categorizgtaups, respondents were of the
opinion that the categorized groups were esseffbialeffective SM process. In addition,
participants indicated a high acceptance as inglichy the RIl values. Stakeholder identification
(0.85), stakeholder engagement was equally rankedeahighest. This agrees with literature by
several scholars emphasizing the need for stakehadentification and engagement (Bourne,
2005: Jepsen and Eskerod, 2013). Stakeholder fotasi®in and prioritization (0.82),
Implementation, monitoring and evaluation (0.80)e-Btakeholder identification (0.79), Pre-
conditions (0.76) and Continuous support (0.59p%éd in the order of decreasing RIl. The least

RII of 0.55 which is above 0.50 is an indicatioatthll the groups are essential. This again agrees

with stakeholder groups evolved by scholars hadiexgloped SM framework or process (Yang,
2010; Aapaoja and Haapasalo, 2014). Stakeholdeageament should be a process involving
systematic identification of all stakeholders, wtis, analyzing, and engagement and offering
the necessary support and not just an event faesstul project delivery (Lock, 2007; Jepsen and

Eskerod, 2013)
Table of CSFs Groups/categorization showing RIl andRank (R)

CSFs groups/categorization RII RANK
1. Stakeholder identification 0.850 1.00
2. Stakeholder Engagement 0.848 2.00
3. Stakeholder Assessment (classification and priization) 0.820 3.00
4. Implementation, monitoring and evaluation 0.811 4.00
5. Pre-Stakeholder identification 0.792 5.00
5. Pre-conditions( External factors 0.762 6.00
7. Continuous support 0.554 7.00
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3.3 Evaluation of CSFs by respondents

Respondents were to evaluate by rating their dexfragreement for each of the identified
CSFs according to a five-point Likert scale (1 ro8gly Disagree and 5 = Strongly Agree) by
bearing in mind projects that they been involvele Tollowing ratings were obtained from the
RIl analysis:

2) Table of CSFs Groups/categorization showing RIl andRank (R)

CSF CSFs Critical Success Factors CSFs RII RANK
no group/category
1 Pre-conditions Managing stakeholders by considering first pre-doods = 0.849 2.00
(External factors) of political and cultural environment (in additioto
economic, legal, social, and ethical issues alre
identified)
2 Good feasibility studies (Selecting the right pobjeClear| 0.792 12.00
Pre-stakeholder project brief, design development/ procurement aggin).
3 identification Detailed project planning. 0.668 21.00
4 Strong commitment by both parties after education @.790 14.00
embrace SM
5 Competitive/ Transparent/ Procurement approaches | 0.811 6.00
6 Good leadership and entrepreneurship skills 0.791 3.00L
7 Clear goals and objectives 0.781 15.00
8 Top management support 0.790 14.00
9 Public/community support 0.513 27.00
10 Early and proper identification of all stakeholders 0.850 1.00
11  Stakeholder Formulating appropriate strategies for the manageme 0.762 18.00
identification stakeholders
12 Predicting stakeholder reactions to implementatibthe | 0.760 20.00
strategies
13 Project manager's competence (experience, techi 0.817 4.00
ability, leadership style)
14 Project team related factors 0.761 19.00
15 Exploring stakeholder needs to projects 0.807 7.00
16  Stakeholder Assessing attributes (power, urgency, and proxjmity 0.793 11.00
assessment stakeholders
17  (classification and Understanding area of stakeholder interest 0.781 15.00
18 prioritization) Predicting stakeholder reactions to implementatibthe = 0.519 25.00
strategies
19 Accurately predicting the influence of stakeholders 0.516 26.00
20 Assessing stakeholder behavior 0.668 21.00
21 Communication (with and engaging stakeholders ptgp 0.820 3.00
Stakeholder and frequently; Open and constant communication)
22 engagement Keeping and promoting a good relationship and trust | 0.805 8.00
23 Information and communication approach/ dissemomati 0.801 10.00
24 Analyzing conflicts and coalitions among stakehodde | 0.791 13.00
25 Engaging stakeholders by considering critical sass@nd 0.805 8.00
barrier factors
26 Clarity of roles and responsibilities among members | 0.781 15.00

Page 1 64



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development
2016, 5(10): 153-170

27 Implementation, Implementing fully stakeholder management process 0.803 9.00
monitoring and  strategies

28 evaluation Identify and analyze changes in stakeholder intteen 0.666 22.00

29 Identify and analyze changes in stakeholder interes | 0.601 24.00

30 Consistent monitoring and feedback 0.765 17.00

31 Evaluate attainment of objectives stakeholder neets 0.793 11.00
satisfaction

32 Consider documentation and implementation of feekiba 0.781 15.00

33 Continuous support Realize stakeholder changes, communicate and en 0.663 23.00
with frequently, adapt new strategy where necessary

34 Continue top management support, increase PM  d&hd75 16.00
stakeholders knowledge in SM,

35 Formal SM process (Establish an approach profiteSM | 0.812 5.00
process conducive for procurement approach ancegr
type)

3.4 Pre-conditions (External factors)

Political and the cultural environment were theiaddal pre-conditions to ethical, social,
legal and economical identified by Yang, (2011)lital and cultural environment plays a
significant role in stakeholder interest, influerszed behavior in developing countries especially
when mega projects and integrated procurement apprare involved (Neringa et al, 2013; Osei-
Kyei and Chan, 2013; Aapaoja and Haapasalo, 20b%;éflal, 2015). A project without political
support will experience a major critical barriey@-Botwe, 2015) which will inadvently affect
the stakeholder management process as stakehaldeli&ely to be antagonistic to the project
outcome (Newcombe, 2003).

3.5 Pre-stakeholder identification

All the eight factors were confirmed and ratedrapacting on the effective SM process
and its successful implementation. Competitivengparent procurement approach was highest
ranked in this group with RIl of 0.811 however radk8" overall as per table. This is understood
as the procurement approach determines the stalexhptocess and stakeholders involved
(Rwelamila, 2010). Good feasibility studies, toprragement support, clear goals and objectives
are necessary since that will determine stakehdalttetnde and decision to embrace stakeholder
management (Jepsen and Eskerod, 2013). Public sdupas the least ranked with RIl of 0.513.
This again confirms the assertion by scholars pinagect managers and team are interested in
satisfying the client and not the public, end usensce the little involvement of the public at the
early stages of the project (Newcombe, 2003).

CSFs Critical Success Factors CSFs RII Rank
2 group/category Good feasibility studies (Selecting the right potjeClear 0.792 12.00
project brief, design development/ procurement aggin).
3 Detailed project planning. 0.668 21.00
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identification

Strong commitment by both parties after education 0.790 14.00
embrace SM

Competitive/ Transparent/ Procurement approaches 8110. 6.00
Good leadership and entrepreneurship skills 0.791 13.00
Clear goals and objectives 0.781 15.00
Top management support 0.790 14.00
Public/community support 0.513 27.00

3.6 Stakeholder identification

The highest rated CSF finding belonging to the &talkder identification group is early

and proper identification of stakeholders with 81D.850 and overall ranked first. This agree with
literature as stakeholder identification has begggested as part of the SM process by many
scholars. The addition is the need for early ampe@r identification of all stakeholders. Project
manager’s competence was second ranked with RLB4A7 and overall ranked fourth. These two
factors are critical to successful SM implementatid project delivery in developing countries
since the SM concept is yet to be fully embracegigli=Botwe, 2015). The least factor is
predicting stakeholder reactions to implementatibthe strategies as per table

CSFs Critical Success Factors CSFs RII Rank
group/category
10 Early and proper identification of all stakeholders 0.850 1.00
11 | Stakeholder Formulating appropriate strategies for the manageme 0.762 18.00
identification stakeholders
12 Predicting stakeholder reactions to implementatibthe | 0.760 20.00
strategies
13 Project manager's competence (experience, techni@al7 4.00
ability, leadership style)
14 Project team related factors 0.761 19.00

3.7 Stakeholder assessment (classification and pritization)

The most rated CSF finding relating to Stakeholksessment is Understanding area of

stakeholder interest with RIl of 0.807 (ranke@ @verall) and Assessing attributes (power,
urgency, and proximity) of stakeholders (RIl, 0.788 ranked 1" overall). The other factors
though confirmed were lowly ranked as per table...

CSFs Critical Success Factors CSFs Rl Rank
group/category

15 Exploring stakeholder needs to projects 0. 781 15.00

16  Stakeholder Assessing attributes (power, urgency, and proxjmity 0.793 11.00
assessment stakeholders

17  (classification and Understanding area of stakeholder interest 0.807 7.00

18  prioritization) Predicting stakeholder reactions to implementatibthe = 0.519 25.00

strategies
19 Accurately predicting the influence of stakeholders 0.516 26.00
20 Assessing stakeholder behavior 0.668 21.00
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3.8 Stakeholder Engagement

The CSF evaluation by respondents for stakeholugagement on the average were very
high with Communication (RI11-0.820 and ranked 8verall), Keeping and promoting good
relationship and trust, engaging stakeholders Ipgidering critical success factors (R11-0.805 and
ranked & overall). Stakeholder engagement has been idemttfy all scholars as critical and
confirmed by respondents (Yang, 2009). Though Glarfiroles and responsibility

21 Communication (with and engaging stakeholders ptgp 0.820 3.00
Stakeholder and frequently; Open and constant communication)
22 engagement Keeping and promoting a good relationship and trust | 0.805 8.00
23 Information and communication approach/ dissemamati 0.801 10.00
24 Analyzing conflicts and coalitions among stakehodde | 0.791 13.00
25 Engaging stakeholders by considering critical sss@nd 0.805 8.00
barrier factors
26 Clarity of roles and responsibilities among members | 0.781 15.00

The last two groups of CSFs were not much diffeesnall factors were confirmed by
respondents as critical factors for SM process.lémpnting fully stakeholder management
process and strategies (RIl of 0.803 and rank&e8d Formal SM process (RI11-0.812, rankéd 5
overall) were the highest ranked in their groupd. @SFs were though confirmed the low
evaluation of some factors reflects the challenggsoject management in developing countries
such as identifying and analyzing stakeholderaduition, realizing stakeholder changes was low

rated an indication of the challenges associat# stakeholder analysis by research participants.

CSFs Critical Success Factors CSFs Rl Rank
group/category
27 Implementation, Implementing fully stakeholder management proces$ 0.803 9.00
monitoring and strategies
28 evaluation Identify and analyze changes in stakeholder intteen 0.666 22.00
29 Identify and analyze changes in stakeholder interes 0.601 24.00
30 Consistent monitoring and feedback 0.765 17.00
31 Evaluate attainment of objectives stakeholder nesus$ 0.793 11.00
satisfaction
32 Consider documentation and implementation of feektba 0.781 15.00
33 Continuous support = Realize stakeholder changes, communicate and emgtge 0.663 23.00
frequently, adapt new strategy where necessary
34 Continue top management support, increase PM d&hd75 16.00
stakeholders knowledge in SM,
35 Formal SM process (Establish an approach profitesiM 0.812 5.00
process conducive for procurement approach ancegr
type)

5.0 Conclusion
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This study set out to identify and evaluate critisaccess factors CSFs for effective
stakeholder management SM in developing countfiesee research objectives were formulated
as: to identify CSFs for an effective stakeholdanagement process, (2) categorize the factors
identified and (3) evaluate the identified CSFsirfyh Five (35) critical success factors were
identified through literature review. The findingad analysis agreed with the literature that the
factors are critical but of different impact. This confirmed by the RIl of 0.513 for
Public/community support ranked ®and lowest however above RII-0.500 value. Thislstu
confirmed the need to have political and culuraliemment as addition to other identified by
earlier researchers.

Secondly, this research set out to categorise 8fes@nto groups for the SM process for
the purpose of developing a sustainable stakehold@agement frame work. The five groups
are: Pre-conditions (External factors), Pre-staladr identification, Stakeholder identification,
Stakeholder assessment (classification and pdatitin), Stakeholder engagement,
Implementation, monitoring and evaluation and Qs support. The findings indicate that the
groups were confirmed by respondents as usefubfdmprocess. The need for pre- stakeholder
identification as part of the process before stalddr identification was confirmed.

Thirdly, the study evaluated the level of impaceath of the critical factors and identified
the first five ranked factors as follows: earlyk&holders’ identification (RIl of 0.850 ) ; managin
culture and political environment (RII of 0.84%ammunication (RIl of 0.820); project managers’
competence (RIl of 0.817); formal stakeholder manaent process (RIl of 0.812 ) were highly
ranked in the descending order of first to fiftiheTfindings and the rankings also indicated that
perception of CFS are not very much different frottmer studies, however the perception differ
in which CSFs have the highest impact on successfdl effective SM process in developing

Ghana.
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Abstract

This paper explores how performance management ({BMj)igher education has become an
oppressive panoptic tower in its pursuit of indtdnal accountability. Panopticism, derived from
the panopticon, is used as a metaphor for acadeuigeillance. Using Foucault’'s notion of
panopticism, we argue that academics have succuntbéte ‘normalization judgment’ effected
through systemic institutional surveillance praesc

In this case study, we explored how PM facilitatedugh target-setting performance contracts is
experienced by a selection of South African unitseracademics.There are indications that
performativity is creating a reality that is conaining, alienating and individualizing, thereby
detracting from the academic enterprise.

Keywords: Panopticism, Neoliberalism, Performance Managem&otountability, Academic
Autonomy.
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In recent years, with the introduction of formalfpemance management (PM) systems
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for academics, South African higher education tagtins (HEIS) have been characterized by
increasingly stringent hierarchical and bureaucnai@nagerialist practices. These are rationalized
as reasonable measures to ensure transparent tatmbiyrthat is intended to maximize efficiency
and counter the strategic and operational manageseéniencies in HEIs. However, contrary to
this justification, such measures are predicatedwnmeillance that resembles the panopticon in
prisons, leading to ‘coercive’ compliance. Straggalcademics seem to have succumbed to the
‘normalization judgment’ effected through systenmstitutional managerial practices, to the
extent that they ‘willingly’ subscribe (Morriseyp23) to this neoliberal rationale for leading and
managing HEIs. Neoliberalism is the catalyst fomagerialism or New Public Management
(NPM), which in HEIs is effected through PM systemBurthermore, despite the growing
discontent with and criticism of managerialism & (Amaral, 2009; Lorenz, 2012), HEIs are
intent on reinforcing the system.

In response to the pressure to increase performaceglemics are opting to engage in
careerism, which Clarke and Knights (2015, p.18&&cribe as the “frantic pursuit of careers”.
In this way academics are redefining their purpseustodians of knowledge production in order
to gain legitimacy and status. This trajectory siglbscuring the primary role of the academic
profession, i.e. teaching students to be critioal active citizens. As the managerialist approach
gains more traction in HElISs, it is becoming a thteaducation values that are founded on critical,
social and political orientations. Claire and Si{2l014, p.63) argue that it.“undermine[s]
academic motivators, such as curiosity, successeanagjnition by peers rather than money”

PM, as it currently exists, defies the logic ob&ing an inherently necessary and worthy
management tool. Evidence points to it producingendetrimental effects than benefits (Ball,
2015). In the light of this evidence, this studyebses the following question, ‘How does PM
influence academics’ and managers’ professionasi® We deployed Foucault's notion of
panopticism as an analytical framework to probléseathe practice of PM in HEIs. Discipline
and punish(1977) Foucault explicates the notion of panoptigisvhich is a metaphor for
surveillance mechanisms used in prisons, as aitpehof power.

2. Panopticism

Jeremy Bentham'’s panopticon (1785), which is aeillance mechanism used in prisons,
offered Foucault a precise metaphor to reveal hasdem technologies of power function. He
then coined the term ‘panopticism’.

The panopticon consists of a tower situated at ¢bater of a large courtyard,
surrounded by a series of buildings divided inteels and cells. Each cell window falls
under the direct scrutiny of the tower and eachatenis visible to the surveilling alone.
The cells thus become ‘small theatres in which eatbr alone, perfectly individualized
and constantly visible’ (Foucault 1977, p.230).
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The panopticon is “an all-seeing individual or ington, which may or may not be
watching a certain person or society at any giwae't (Foucault 1977, p.205). As a monitoring
apparatus, the panopticon enables a few supervisacentrol large numbers of prisoners by
foregrounding hierarchy through its imposing vikipi Foucault (1977, p.205) argues that the
panopticon as a metaphor of control, “...is the diagiof a mechanism of power reduced to its
ideal form; its functioning, abstracted from angtatle, resistance or friction... it is in factgufe
of political technology that may and must be degacfiom any specific use”.

Panopticism then defines power relations amonglpeopheir daily interactions. It serves
as a framework for the relationship between thesomer (employee) and the watchman
(organisation). It also delineates the boundarfe=aoh one’s responsibilities, where the prisoner
is conditioned to believe that the watchman is onstant watch (Foucault, 1977). Hence the
essence of their existence within the prison walt® obey the rules. The panopticon, as a large
structure is physically overbearing, yet it is psychological dimension that eventually enables
the panopticon to achieve its goal, i.e. to conpridoners’ behavior. The structure is visible but
unverifiable, as the watchman is not visible togheoners (Shore & Roberts, 1995). Accordingly,
panopticism manifests its power through its spatialensions and its invisible policing. In its
structural visibility to the prisoners the panopticforegrounds a visible power hierarchy that is
intended to condition conformity, while threatenibogpenalize non-conforming behavior.

As the panopticon is enduring and intangible, lelit it is ingrained in people’s minds,
manifesting as feaiSchmelzer, 1993). Fearful that they are alwayseunide radar, inmates of
their own accord control their behaviour to confand avoid punishment. Thus obedience and
self-discipline (Soderstrom, 2011, p.17) natur&jows. The physical gaze in extending to the
psyche, it attains more potency in its colonizing aepressive impact. One becomes accountable
to oneself for one’s own behavior. One is then ascmusly complicit in one’s own oppression.

It renders the observed powerless and creates se s#hinadequacy within individuals, a
vulnerability that gives others power over you (hd.993). Under these conditions conformity
buys one the appearance of ‘freedom’.

In an organization, surveillance subordinate’s eygés. In HEIs “the rise of academic
managerialism means deans now have legitimacy amdal power to make decisions about
faculty activities based on research outputs” (8ban & Spicer 2016, p.35). In the same manner
that the panopticon achieves traction through feaf?M in HEIs is driven by fear, i.e. fear of
losing rewards, promotion opportunities and redeay@ants (Saltmarsh, Sutherland-Smith &
Randell-Moon, 2011; Clarke & Knights, 2015). Thiggashes any semblance of performance for
self-actualization that is known to be self-sustajrand propelled by passion (Alvesson & Spicer,
2016). Given that fear is a heightened emotion tratslates to a physiological response that
prepares the body for fight or flight, it cannot saestained for extended periods of time without
being detrimental to both body and mind i.e. extiansand burnout that lead to demotivation and ¢
low productivity (Schmelzer, 1993).

Foucault (1977, p.230) warns of the individualizeféect of a panopticon, as inmates are
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not in a position to canvass support for resistafiteéhe inmates are convicts, there is no danger
of a plot, an attempt at collective escape, thamley of new crimes for the future, bad reciprocal
influences”. However, unlike inmates in isolatedispn cells, academics do have the
organizational space to offer resistance. Yet, itlespeir discontent with PM, mentioned earlier,
panopticism’s numbing and threatening effect didsgaacademics from offering resistance
(Flemming & Spicer, 2008). Butler (1997, p.84),her interpretation of Foucault’s position on
power, argues that power “not only unilaterallysamt a given individual as a form of domination,
but also activates or forms the subject”.

Panoptic surveillance is presented (Foucault, 19¥293) as a “widely applicable
mechanism in multitude of settings whenever orgeaing with a multiplicity of individuals on

whom a task or a particular form of behavior muesirbposed, the panoptic schema may be used”.

Thus the panopticon as a metaphor for surveillgmogides a pragmatic lens through which the
impact of PM in HEIs can be analyzed. The prisoal@yy is demonstrative of systems put in
place for academics to account for their perforreahcough binding performance contracts that
encompass key performance areas, key performandeaiars and targets. Academics’
apprehension with the demand for accountabilitg lie the extent to which they perceive the
system to be prescriptive and hence controlliny#8®, 2013; Ball, 2015). Through prescribed
intelligence gathering strategies institutions hiavewledge of and are privy to academics’ every
move, thereby holding power over academics (Soaenst2011). Finally, HEI's practice of
panopticism implies that academics cannot be tdskesreby justifying their surveillance. This
all begs the question of how PM can be justified &0l intended to manage performance?

3. Neoliberalism Encroachment in Higher Education

For the past three decades HEIs have been manated the NPM paradigm, which
sought to control finances and people in an attamgtrengthen institutional accountability to
stakeholders and to offer quality service (Broa@é&ddard, 2010). Academics, as HEI employees,
have their services measured against institutiteesl performance areas and indicators and
performance targets (Besley & Peters, 2006). Adsthare considered in terms of the economic
value-add to the institution. From this perspectaeademic value has shifted from intellectual
capital as a good in itself to an economic comnyoditessure is on academics to redefine their
identities and roles as those of economic agentaribey, 2013). Consequently, the focus of
academic purpose, i.e. social advancement, is bekaged towards that of entrepreneurship.
Webb, Briscoe and Mussman (2009, p.4) argue thtas particular economic value is oppressive
and dehumanizing”.

Webb et al. (2009) assert thagoliberalism, as a political-economic theory, @sdd on
the assumption that free market systems have optipatential to stimulate economic growth
and therefore provide the resources governments toetulfil their social roles, i.e. enhancing
human capital development and therefore furthen@euc growth.Some, however, argue that
with this approach, the state abandons its respiihsito safeguard citizens’ rights, that require
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it to partly or fully provide, for example, “edudan, welfare, security, health, etc.” (Lorenz, 2012
p.602). In this view, corporatizing public instians at the expense of serving the public good, is
a social injustice.

Buller (2014) observes that neoliberalism has teduln the emergence of strongly
diverging purposes in academia: First, social psepwhich is “to produce an informed electorate,
train the leaders of tomorrow in critical thinkingngage students in serious reflection on ethical
and social issues and second, economic purposeh gt prepare their graduates for meaningful
lives of service, work, and leisure”. Prior to tiéroduction of neoliberal thinking in HEIs, the
two purposes were integral to what academics pexdeaas their role in education (Buller, 2014).
Currently, the economic purpose dominates highaca&tibn discourse and practice. These two
diverging purposes reflect the sharp contrast batwehat university management views as the
economic benefit of PM and how academics view PMlesimental to a university’s social
purpose. Empirical evidence emanating from sometSafrican HEIs reveals escalating tensions
as management takes an increasingly autocratibaeducratic stance with respect to PM (Claire
& Sivil, 2014). For example, increasingly stringemcountability measures are reflected where
every aspect of academic life has to be formalpreed through memorandums, more descriptive
and inflexible performance contracts, higher tasgkarsh penalties such as the loss of an annual
bonus and promotion, threats of job loss, etc.i(€k& Sivil, 2014). Metz (2011) reasons that the
more education institutions demand quantitativa @t outputs in relation to students’, teachers’
and researchers’ performance, the more blinded déineyto quality attainment and education’s
basic aims.

PM is perceived to be diverging from its intendearpmse of enhancing academic
performance to a power tool that cuts at the hefascademic autonomy (Claire & Sivil, 2014).
The numbers’ game seemingly is accorded higherrifyridhan quality. The culture of
accountability that is so narrowly defined to pege an economic agenda at the expense of the
public good unrelentingly encroaches on acadenmisitity, freedom, daily roles and purpose
(Lorenz, 2012). Accountability measures as reflécite PM systems imply a view of the
“academic-as-problem” (Thomson & Cook, 2014, p.70t9w (cited in Amaral, 2009) points out
that the NPM critique of the competence of pubtistitutions is indicative of a loss of trust in
those institutions. To keep them on a tight leasbrder to conform, accountability has become
an alternative to trust.

This state of academics under scrutiny raises munssiabout their freedom to teach
students to be critically conscious and to be pexpaas empowered and active citizens.
Academics’ freedom is curtailed when they cannegly think for and express themselves. For
this reason, it is necessary to examine the nanaempact of this surveillance culture on thedive
of individual academics and how they respond to it.
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4. Research Design

Since our research interest was to understand hosvalving PM system in a particular
university, that we refer to as South Universitgpacts on academics, a qualitative case study
method was deemed appropriate to capture the plarticature and complexity of this single case.
A single case offers a deep account of the cofdextparticular case and interrogates participants
experiences and perceptions “within that case tlol laucomplex and holistic picture” (Creswell,
1998, p.15). Our aim was not to gain an insighd mther cases, nor to identify typical findings or
statistically generalize the results. Rather, aunppse was to maximize what could be learned
about the specific case under investigation (Stak85). Rather, our purpose was to maximize
what could be learned about the specific case undestigation (Stake, 1995). A single case can
provide in-depth learning (Bryman, 2001, p.47). &igheless, Stake and Trumbull’s (1982) notion
of ‘naturalistic generalization’ is a useful contap it allows for the possibility, and in a relatly
homogenous environment such as in South AfricarsHEE& probability that readers in other HEIs
will vicariously recognize their own experience éer

Our case is a South African HEI. We chose thisi@aer university as it exemplifies a
formal PM system that has been implemented ovemaber of years and that cascades through
the university hierarchy from the vice chanceljunior lecturers. To protect the identity of the
university we do not provide any further detail®uatbit.

4.1 Data collection

We conducted face-to-face semi-structured intersieuth 12 lecturers, senior lecturers
and professors. Participants from the educatiogineering, health sciences and science faculties
were purposefully selected. Their experience irdanaa ranged from 5-25 years (age 30-60
years).This stratified selection provided a wide spectrofrdisciplines giving a sense of how
academics with diverging paradigms and identite@ess the institutions are experiencing PM and
as such enhances the trustworthiness of the stimyinterviews lasted from 45-80 minutes. The
interviews took the form of what Kvale (1996, p.)28fers to as “an interpersonal situation, a
conversation between two partners about a themeudtial interest”. This was particularly
important given our own membership with these acadecommunities, and because the
candidness of revelations depend very much orrtise that is built up (Fineman, 2001) between
the researcher and participant, and this helpedtaining rich and (often) emotional data set. A
single broad question was asked: ‘How is your ggepee of South University’'s PM system?’ The
open-ended questions permitted us to engage panitsi to delve deeper into their experiences,
thereby producing thick narrative descriptionsgenuine analysis.

In responding to voluntarily participate, our saeplas self-selectivéill the interviews \O
were audio-recorded, with the participants’ consestng hand-held digital recorders, and the
researchers transcribed all.
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4.2 Data analysis

We readand re-read interview transcripts fully familiarize ourselves with data and
probedthrough participants’ accounts for them&e.make sense of data, we coded the raw data
into first order categories associated with PM,hsas performance contracts; review/feedback
meetings; performance appraisals and ratings. Wan thnalyzed how power dynamics
underpinned experiences and meanings participasriged through engagement with the PM
process. This exposed the ‘how’ and ‘why’ PM hdeetathe form it has. By employing the
inductive process, we determined associations legtwibe categories, thereby revealing the
themes. The presentation of these themes, togeittetheir interpretation within our panoptic
analytical framework, is related as panoptic entensn

4.3 Ethics

We followed South University’s Faculty of Educat®rResearch Ethics Committee’s
(2014) research ethics guidelines. As guided bymihemum standards for ethical research, the
study met the requirements for protecting partigcipaconfidentiality and anonymity; their right
to freedom of participation and withdrawal; avoglisny potential risks; representing their voices
in a fair and transparent manner and ensuringhiefit consent to participate is fully informed.

In conceptualizing the study, we considered varioballenges of ‘insider research’.
Mercer’s (2007, p.2) cautionary remarks were heipfu

Greater familiarity can make insiders more likely take things for granted, develop
myopia, and assume their own perspective is faremodespread than it actually is [...]
the ‘obvious’ question might not be asked [...] ten'sitive’ topic might not be raised [...]
assumptions might not be challenged [...] peoplg mat share certain information with
an insider for fear of being judged [and ultimafellge potential for [data] distortion is
usually greater within the context of insider resda

In line with Mercer’s caution about insider resémaclimitations or challenges we engaged
in epoch to distance ourselves from the particgaatperiences. This enabled our unprejudiced
probing. However, we were cognizant that in ouvifgged position we had inside information
about performance management policies and proceSkeke and Knight (2015, p.1870) agree
“it is perhaps easier to conduct in-house resebedause of a familiarity with the culture that
facilitates the construction of meaningful quessiaas well as the currency of detecting any
dissembling on the part of respondents”. But theways a risk that if we are too familiar we
might neglect important aspects or be biased inrmarpretation and analysis (Bonner & Tolhurst, N
2002). Thus we were deliberate in continuouslyisgtiag and reflecting on our data and analysis A
thereof with the view to identifying our biased piass.
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As insider researchers, it was easier to gain adoeparticipants and as members of the
academic community we were recognized as collealgaesig shared experiences of the same
phenomena being investigated. Therefore, a trusttiorship was easily established with
participants (Bonner & Tolhurst, 2002). They did perceive us as having power over them with
the potential to influence their careers, as waatdold managerial positions. Consequently, there
were no power plays between us (Mercer, 2007). $apport was fundamental to the ease of
dialogue during interviews, which led to open amdlépth discussions that provided rich data for
analysis. However, we were sensitive to and refideof participants ‘taking us into their
confidence’. For example, in our reporting we h&egt faculties, departments and disciplines
anonymous. We have also avoided recounting whotejpeants’ stories, which have the potential
to identify those participants or their departmeantd faculties.

4.4 Limitations

The study could illuminate on how leadership hane&ao be perceived as repressive by
interrogating the whole academic leadership, indgaleans, deputy vice chancellors and vice
chancellor. The study could benefit in the futurenf a broader base by extending to other
universities of varying composition.

5. Perfor mance management practices as panoptic encounters

What we draw as findings from the interviews catrigut for this research is how
performance management practices are experiengeghaptic encounters that are repressive as
they encroach the ‘how and what’ of their perforecean

5.1 Accountability asa panopticon

In this section, we show how for the research pigdints PM as a so-called ‘legitimate’
accountability tool is experienced as a surveidantechanism that creates an oppressive work
environment for academics. As Gordon remarked “.fgoerance management from the best of
my knowledge is a process and has sent a strongages.to academics that management is
keenly watching them and securitizing their perfance” For Jeremy “it [PM] is primarily
reporting ... for its own sake, not for the sakeahsthing else. To start with the PM ... you fill
a form ... which is more detailed about almost eveng that you are doing, and it is more on
numbers. Because | think the main purpose of itoigguantify”. Most participants’ lived-
experiences reveal a system unrelenting in itsitrite use accountability to surveil academics in
order to gather evidence and knowledge about tleeas $0 control them effectively. They agree
on the character of the target setting performamceract, that it demands total explicitness of
performance, including the ‘how much’ of performanBillon (2007, p.9) captures the situation -
well stating, “you cannot secure anything unless know what is it... securitization demands
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that people ... are transformed into epistemic object

Zama reported on her experience of the performamcgract process, “you set the
targets...the HOD will ask you what you intend totts year. You say ... basically you are
putting your neck out there ... you say this, “igoing to do this, I'm going to do one, two and
three” ... every year there’s an expectation to doeri&@imon refers to the contract process where
HODs commit to targets, whilst the dean questibaseixtent to which the HOD is fully exploiting
the department’s potential to further contributéhie faculty’'s strategic goals:

Remember he (the dean) also needs to check ... whitth@wv far can he push the
department. So, if | seem to be very safe in whathoosing he can decide thdiyt |
do want you to go international as well to start/imey international partners’ . . . | think
if there’s an HOD who will say they have not beashed they'll be lying, because that
push is always there.

As experienced by Simon, if the intended perforneagain is considered inadequate one
is pushed to extend it and some are forced inketaking by having to commit to something that
is above their capability. Added to that, Simon @ates that performance contract discussions
with some staff who are opposed to PM are veryeggive, “making or requesting that they agree
with something that they don’t really want to getoi’. According to Besley and Peters (2006,
p.818) “the essence of contractual models invadvegecification, which is fundamentally at odds
with the notion of professionalism”. Thus the PMtdrts the idea conveyed by professionalism
of individuals in work environments deriving thémtellectual and positional authority from the
liberal conception of rights, freedom and autondBwgsley & Peters, 2006).

5.2 Colonization of academic performance

I think ... it [PM] is fulfilling the mandate that has. Especially when you consider the
approaches that they [management] are using nows.all about getting research done,
which in some cases ends up frustrating people might not really be interested that
much in research, but are pure teachers (Siya).

This quotation is reflective of participants’ pgptien that the setting of targets frames or
narrows down performance to specific activities,jolihcould have the unintentional effect of
narrowly prescribing and colonizing the how and wwbfperformance. Morrisey (2013, p.18)
concurs to the evident “colonization of higher eatian with governmentalized practices of
subject formation in everyday university life”. éncolonized performance, we observe a system
that is taking possession of academics’ intellea @ractices. In this case it is patent that
prioritized and excellent performance is predicadedresearch activities and outputs. Nathan O
alludes to its restraining impact:
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It's [target setting performance] stifling ... | thirit's more to do with the expectations of
the management. Look | can understand why theytalse targets which they set and...
Because the VC [vice chancellor] also has to patduals and objectives ahead so that he
can make headway. And | think it does stifle adbtthings that we want to do at
departmental level.

Underlying participants’ concession to target dnivperformance is the seemingly
unavoidable shift of what underpins academic idgrdnd performance. These experiences
reinforce our argument that PM is a subtle coerpmeer tactic and in agreement with Ball (2015,
p.5) that with PM’s reliance on quantitative measoent, “we are reduced by it to a category or
guotient — our worth, our humanity and our comgleare abridged”.

Jeremywas inclined to conclude that PM underpinned byets and driven by quantitative
measures is failing in its role, “it's supposeddad to better performance and it's supposed to be
more like an interactive thing where it is a dialegoetween the manager and the people being
managed. As it is, it's not a dialogue, it is on@ayiv Nathan similarly decried PM’'s
instrumentality, describing the implications of ttemand for targets, “I've...tried to go back with
the concerns that have been raised with regafésltdhat it has been ... autocratic ... it's limiting
academic autonomy”. Saltmarsh et al. (2011, p.2&#h that, the instrumentalist emphasis on
qguantity of research output and compliance withliguaneasures operated as a demoralizing
disincentive that curtailed, rather than improveductivity for many”.For Sharne:

It creates a very unhealthy hierarchy...because atrttoment you look ... at the
hierarchy as it stands, you have HODs, you havaslegou have DVCs. The DVC is
punching hard on the executive dean. The deanganehing on the HODs. And it

actually creates a very suffocating environmentdse ... we had a session with our
dean, she was telling us she was actually presgatimid-year progress report for the

faculty. She was told, ‘yes, your faculty is dowregy well. In fact, it's the highest

producing faculty in the university but you havenit your targets’.

In Saltmarsh et al.’s (2011, p.302) study, “fofffsta the sense of pressure and urgency is
implicated in turning hierarchies based on reseaugtlvity into abusive institutional cultures”.
Consequently, for academics the only option to echiexcellent performance is to exceed the
already high targets (Seyama, 2013). To compouadctadicament, much discontent has been
expressed about the absence of or nebulous criterexcellent performance (Shore & Roberts,
1995; Seyama, 2013). Laura reflected on this dilamm

The rating to me is just a mystery. [Be]cause if gove yourself a four then you must

motivate that, why you are giving yourself a fobi@ you go over and above? How do

you go over and above when you develop a learngle@u.. my understanding is this

is the structure. This is what it should look lig&a how do you go above and beyond %
(a9



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development

2016, 5(10): 171-188

that? | ask him what is over and above? | stillididiet ... what more, what other things,
other extra, what extra over and above. Workingl @ight at night? | don’t know.

Ball (2003) maintains that where there is no gjapiertaining to performance excellence
academics are reduced to being apprehensive abeutscholarly competence. They become
uncertain of the extent to which they ought to perf, be it not achieving or achieving or
exceeding performance targets. Shore and Rob&®5(P.8) put it aptly that, “with no fixed,
shared or officially defined standards for excetierthe lecturer is impelled toward an endless and
relentless quest to improve his/her performancetarathieve what is in effect the unattainable
goal of total quality in all of their duties”.

5.3 Blurred regulation boundaries: Institutional regulation vs academic self-regulation

Accountability schemes are designed to coerce &rachy inducing self-regulation
through surveillance coupled with threat of punmghsanctions\Webb et al2009, p.6).

Data supported the notion that performance underddze promotes self-regulation
through its threat of punishment, thereby inducindividuals to abide by an institution’s
normalizing regulations. Hence, there is a progvegsrocess from surveillance (panoptcism) to
governmentality, leading to loss of freedom, andngwally to academic subjectioRrom the
perspective of governmentality, “government refera continuum, which extends from political
government right through to forms of self-regulatinamely technologies of the self’, as Foucault
calls them (Foucault in Lemke, 2001, p.201). Aameftected on his experiences and observations,
which are indicative of what Foucault considershhearing of boundaries between institutional
and self-regulation that ultimately control the demic:

There are incentives that are put in place for egshers that reach their targets. So,
now the (research) units drive us. We are chadneguinits at all costs. We do what we
have to do to get the units in and the competigarery high. So by that | mean now we
have to account for the research that we do regessliof the work we do as lecturers
and administrators wrapped in one. We have to ghbin reputable journals and we

have to attend conferences that have ISBN numinefrs@on and so on. So now that's
the cost | was talking about. So now for you toehawoice within the academic space
you need to have papers.

Saltmarsh et al. (2011, p.299) quéteil, the research director in a business/managemen
department, “we’ve got carrots and we’ve also gathg, and the whip can be quite substantial
when it comes to the back pocket. And so, if yon'dproduce work of value to the university,
well in particular to the faculty, the faculty reces for it to meet its own key performance
indicators ... then there is a monetary penaltglved”. Consequenthacademics’ self-regulation

Ao
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is facilitated by anxiety induced by threats of ghiment for ‘deviant’ behavior, for instance loss
of rewards, promotion and research funding opparesi As Shore and Roberts (1995) maintain,
one of the most debilitating impacts of this sysierthe enduring anxiety that academics have to
live with.

Participants’ response to performativity is alsdleaive of Foucault's view that
individuals continually reconstitute themselvesliaacted by their conditions. Laura described the
process:

You choose what you want to do, what congressatdend, what workshops you want to
attend and all the other things in your portfoligsu are given. Okay, this is what | want
to do... “Did you do this? Did you write this? Didwysubmit your proposal?” | was still
busy with the proposal then, “Did you do whatevBi@d you do your data collection?”
Because that was also part of that.

From this perspective, performance contracts tea@gb legitimized surveillance at two
levels, i.e. institutional regulation and self-région. Ironically, academics develop their
performance contracts numbed into the belief tialytare ‘free’ to determine their own
performance objectives and targets. As can be Beem the quote above, such ‘freedom’ is
deceptive. Academics have to align their perforreatacinstitutional strategic goals and thrusts
and, most importantly, work to attain the set te&sg&he key performance areas are set together
with the performance indicators. The performanamiwork is already established in the
hierarchy. Seemingly, the institution does not ceercademics as, “ultimately it is the individual
lecturer who is expected to discipline himself/ledffs(Shore & Roberts, 1995, p.7). This is the
self-regulation that Foucault conceives as goventaiiy, i.e. the governing of mentalities, that
is so well characterized by Thornborrow and Bro2@0Q, p.370):

Participants made conscious decisions about whedhannel their time and energies,
and most often with individual promotions and stgags in mind. In this way, academics
transform themselves into perfect neoliberal subjefor techniques of control work

best when they make individuals ‘want’ what theesysneeds in order to perform.

5.4 Divideand rule: Everyonefor himself/her self

We identified a ‘divide and rule’ tactic as one tbe distinctive means of neoliberal
governance of organizations, i.e. shaping respngbrsons who understand that they are
responsible for themselves to the exclusion of rstheDavies's (2006) notion of
‘responsibilization’ calls on individuals to agrée take responsibility for themselves while
discarding responsibility for others in order ttaat the requisite performance targets. In view of O
that, ‘responsibilization’ reflects what promoteslividualism, competition and isolation in work g
environments. %
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For Patrick, “the structure I think identifies tiggpeople should be doing on an individual
basis very much rather than on a group basis”nde®ncurs, “it is individualistic. It does not
look at the community of practice”. Simon notesttHataff is looking after its own interests”.
Aaron agrees that:

The information sharing, that is, collegiality flbff, isn’t it? Because now people are
trying to push...their research agenda and there’thimg wrong with that. | mean as
human beings we try to survive in the environmeset$ind ourselves in...

Participants’ views reflect the dark side of indwalism, that is, its divisive character even
when it was not the intended outcome. The focusnmeting or exceeding performance
expectations could detract from academics percgitheir performance as being for the benefit
of their departments. Participants’ experience® aenfirm that when confronted by the
panopticon, academics are prone to securing tidégappealing to instrumental performativity
(Clarke & Knights, 2015). They, at times unknowgtxploit PM’s promotion of individualism
thereby undermining any semblance of collegiattl/aboration and solidarity (Metz, 2011). In
this respect, PM practices in HEIs promote capsiialiacademics that focus on individual
performance and the related success and promisedde (Clarke & Knights, 2015Here again
we see an example of Foucault's concept of goventetity, “as the choice of options for action
is, or so the neo-liberal notion of rationality vidiave it, the expression of free will on the basi
of a self-determined decision, the consequenc#secdction are borne by the subject alone, who
is also solely responsible for them” (Lemke, 208201). This is where we see subjectification of
an academic as an economically rational individwhich from a neoliberal perspective is quite
acceptable. As Costea, Amiridis and Crump (in Ga&kKnights, 2015, p.1868) put it, “the ethos
of modern culture means that everyone has totabpet responsibility to realize their own human
potential and is obliged to strive unendingly arithaut limits to extend themselves in pursuit of
the unattainable ideal”.

In the presence of individualism, competition isibd to rear its head. Nathan reflected,
“I think people have their own agendas. Some pepqmote research...they want to hold [onto]
research for themselves and not share with theeaglies”. This gives them leverage to use
students’ research for co-authorship. In the saene VAaron observes that academics strengthen
their competitive edge by:

...coming up with mechanisms of getting the unitsy. dhganize their own conferences.

So now there’s nothing wrong with this. To me gymptomatic of something else...of a
competitive environment that is encouraged by Kee@ative and every time we talk to the
executive they tell us about money [and] how ingodrit is for the department to be

financially viable.
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In the midst of the competitive atmosphere acadeimcome distrusting of each other and
they tend to be evasive and conceal their schatatiyities. For some academics these conditions
portend isolation, apprehension, “destructive maérivalries and the fragmentation of solidarity”
(Shore & Roberts, 1995, p.8) as seen in Natharpari@ent “...[it] is causing personality clashes,
causing people to feel undermined...And no doubt. f.stalild feel marginalized and say look
why would someone get all the opportunities anceistmot?” Such a PM system practices a
‘divide and rule’ strategy that conveniently keggsdemics in their silos thereby reducing their
potential for collective mobilization and renderirggistance innocuous (Shore & Roberts, 1995).
Furthermore, some participants allude to surveillsstrategies to k®ienating thosevho deviate
from the requisite behaviorFor fear of being labeled a non-conformist, acaids silence their
voices. Sharne notes:

...and they [academics] feel that...even in certairesasis used to settle scores. So that
if you are Joe Black and you are my colleague aadre not in good terms | will use the
performance management to make sure that the eliiterthat we have are resolved.

Jeremypoints out that in such conditionsydu shouldn’t be critical because if you are
critical, you are going to disturb the system. Ylsturb this vehicle that's moving properly and
you come to ask too many questions”. In view of thesinuations of discontent with the system
could render academiason-conformists resulting in them being treatedhwsuspicion and
perceived as truant non-performers, which could eapunitive outcomes. Moreovédarrison
and Brodeth (1999, p.206pntend thatstaff alienation has the potential to develop atmore
serious problem and can involve reduced quantitiycarality of work, absenteeism, stress-related
illness such as alcoholism, and even sabotage”.

6. Conclusion

We set out to explore how PM in HEIs has steadéigdme an oppressive panoptic tower
in its pursuit of institutional accountability, afiency and rankings. Panoptic practices in PM, as
reflected in this paper, exemplify how universitgge shifting from being beacons of democracy
and spaces for critical intellectual engagementberoming regulatory and disciplinary
institutions.  This emerging panoptic conundrum Hhs tendency to invade academics’
intellectual and emotional spaces where notionentifhtened open-mindedness are discarded
and where the quality of teaching and researcthriskaof being compromised. With target-setting
performance contracts we found evidence of a coémhperformance that promotes narrowly
defined academic activities directed at economiccaues and career enhancement with little
regard for the primary role of education. As acaidsmare pitted against each through divisive
practices, authentic collegiality and collaboraticuitures are diluted, if not lost. Participants
expressed their displeasure at the misuse and abaseountability as a surveillance mechanism
to enforce compliance and, all the more so, thiatdbne so under the threat of penalty.
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With all this, how do academics respond when tnglihood is dependent on towing the
line? In as much as they are cognizant of the gowentality of institutional truth forms, they are
willingly engaging in the demanded performancevitatis because these are critical to their career
survival. This is deemed to be the surrenderinglandoning of their autonomy (Alvesson &
Spicer, 2016), social values and ethical selves.

Observing this academics’ careerism as a respoos¢hd accountability and
performativity cultureJeremy is troubled by PM’s impact on academicshagéhat “chances
are that we are going to fail to be critical, ewerour own work...As a result it will manifest
itself in terms of the student who is coming oufhis is the risk that should persuade the
scholarly community to work together to alter therrent performative trajectory and
meaningfully engage in a more critical performayivivhich appreciates that HEIs ought to be
functional and sustainabl8picer, Alvesson and Karreman (2009, p.545) offer:

Five elements of a performative approach to critaformativity: an affirmative stance
(getting close to the object of critique to revealints of revision), an ethic of care
(providing space for management’'s view point antfaboration with them to achieve
emancipatory ends), a pragmatic orientation (beieglistic about what can be achieved
given structural constraints), attending to potatities (leveraging points of possibility
for changing managerial practices in an incrememaher than radical revolutionary

manner), and a normative orientation (ideals foodmrganizational practice).

Given that with this paper, we seek to contribatthe deliberations on what is taking place
within the shadowy corners of PM as a coerciveaaiculating mechanism, its constraining nature
and subjectification of academics, maybe acadeought to consider one of Morrisey’s (2013)
suggestions of resisting the system. Such resistang hoped could delimit the oppressive and
colonization impact of panopticism. As observedhis study, participants are caught up in a
conundrum of complying with the system they ar¢icai of. Some perceive themselves to be
working towards the practices of freedom by puldtigtio gain the related scholarly ‘power’.

Such compliance, however, to Foucault’s disappac@ntinthis approach is a veiled form
of resistance since academics are in any case gmmgpivhich “serves to reinforce rather than
challenge the dividing practices of managerialig@lark & Knights, 2015, p.1875). A number of
authors have alluded to some academics’ ‘comptasistance’, which to a large extent is implicit
(not surprising due to risk to their careers),ifmtance, cynicism (Flemming & Spicer, 2008), re-
focusing on students as the primary goal as ink€land Knights’ (2015, p.1877) study where
“some respondents reflected on a more ethical seinsaebjectivity where the commitments to
publishing did not displace their ‘open’ and emlaabiengagement with students and a concern to
facilitate their emotional, moral and intellectdalvelopment”; Playing the game (one is conscious L2
of the controlling power, but functions at a disgtathereof (Clarke & Knights, 2015) and “creating
a space, and thus a confrontation with power, wivhich it is possible to make oneself thinkable %

(a9



Sadi Seyama and Clive Smith
Performance Management as Panopticism: Embedding Intellectually Repressive Conditions in Academia

in a different way” (Ball, 2015, p.13) This “indies a pragmatic response, not any deep
compliance to any particular script” (Alvesson &i&p, 2016, p.41). The mentioned modes of
resistance are not pragmatic at the level of clmanthie system. As Alvesson and Spicer (2016)
point out that such approaches are regarded dedtigé resistance. But, it is more conscious in
refusing its subjectivity or it represents Foucau1997)notion of the ethic of the care of the self

that Postma aptly explicates:

It is a realization of who one is not, a de- id&nétion from what one is expected to be or
coerced into being. It is at the root of the salésistance to forms of subjugation. This self
is different from the entrepreneurial self-enfordscthe neoliberal order. Positively, truth
about the self is approached through a reflectiortlee self in the light of ethical norms.
It is the truth about the own intentions, motivasp satisfactions and desires (Postma,
2015, p.39)

Bearing in mind the ‘esteemed’ critical role of demics in their communities, such
responses could corrode academics’ public inteldctredibility. Considering that some
academics are playing the game’ and giving theegysthat it wants, Alvesson and Spicer (2016,
p.31) suggest that “what is needed is a de-gamirgcademics”. It appears thtdte ways of
changing the system need a much broader valuerghifigenda as creating non-oppressive
working conditions must be understood as the rblecademics together with HEIs’ leadership.
Maybe with more courageous, open and frank discosdbeyond performance review meetings
with line managers we can acknowledge this realifg.need a far more fundamental re-think, a
reflective and progressive and open-minded dialdgudebunk some of the noted managerialist
thinking and practicesn so doing, perhaps we can begin to answer Mgfreg013) question,
“‘in the world of education, does one have to ba ibenchmarked competitive environment in
order to be productive and accountable? Can weomeard insist upon other ways of being
accountable and productive?”
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1. Introduction

Higher education in Bosnia and Herzegovina, asuroge, is facing numerous challenges such
as: the need for quality enhancement and harmotweka teaching and learning on one hand, and the
wider social needs and market demands on the adidgistment to globalisation and an increasing
number of students and higher education institgtiarthe whole world, increase and dissemination of
offering higher education services using new tetitgies such as massive open online courses or
blended learning [Nad&j 2014, pp. 923].

Specific tendencies in higher education in Bosni@ lderzegovina and beyond have influenced
the work of higher education where quality as amsda fighting for each student has become more
important. However, Senthikumar and Arulaj (201Bim that overall higher education quality lags
behind primary and secondary education, and mteatain needs to be given to higher education.

Higher education institutions as leaders of socdsyelopment need to offer users a specific
quality in their work. Specificity of education feat within its system knowledge is transferredoont
the user and students are the primary users adheational system. Students acquire new knowledge
and competencies in the higher education which tiiéige in all segments of life.

Students are the best instruments to measure #igygof higher education since they are the priynar
users of the educational system. In order to eréhgnality system at a higher education institution,
Is essential to investigate the satisfaction of #tedents with that institution. Comparison of
satisfaction of students in two time periods caregis an insight into what has improved/worsened in
the system. The investigation is conducted by deteng the gap between the expectations and
perceptions of students. Through implementatioBabgna Declaration in B&H educational system
the quality keeps developing. The higher educatistitution needs to actively apply the quality
system as it is the only way to receive all neagsszenses and accreditations [Puska et al., 20dpa
16]. According to the official records retrievedbiin the website of Centre for Information and
Recognition of Qualifications in Higher Educatian Bosnia and Herzegovina currently there are 10
public and 38 private higher education institutiovisich have a license. Out of these, 18 HEIs have
received an institutional accreditation and 12 meme in the process of becoming accredited, which
puts the quality culture at a higher level in B&H.
The topic of the paper is to investigate methodgrdfancing quality system at eMPIRICA College
through determining the gap in the quality systdbetermining in what statement there is a gap helps
in providing guidelines for enhancing the overaiality level.
Main aim of this paper is enhancement of qualitgtem via determining the gap between the
expectations and perceptions of the students. Stipp@ims of this paper are to:

» Group the statements on measuring quality intoityudimensions,

» Determine if there is statistically relevant digzaacy between expectations and perceptions in

quality, and satisfaction and loyalty of the studen
* Investigate in which quality statements there gap between expectations and perceptions.
» Provide guidelines using the results of the resetr@nhance quality at eMPIRICA Collegeo
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2. Conceptual framework of the research
2.1. Higher education quality

Quality in HEIs is equivocal and encompasses tegcklelivery (a high-quality curriculum
adjusted to the market), high-quality work condisqwell-equipped schools), competent teachind staf
(qualified to offer knowledge to students), competdEl employees (Students’ office clerks, expert
associates, etc.), etc. [Puska et al., 2015a,6ip. 1

Due to its complexity and multidimensionality theatjty needs to be observed from various
angles, out of which students’ opinion is the moxgiortant as they are direct participants in trghar
education system. So as to maintain the qualitgljeall actors and work conditions at a higher
education institution have to be oriented at quaithancement.

Quality system is not merely introduced so as tetrlegal regulations, but the quality needs to
serve in building satisfaction of the student, whlb be loyal [PuSka et al., 2015b, pp. 104].

The system of quality assurance guarantees thagulhject of higher education pays attention to the
purpose of its existence, to the processes thdtilsote to the creation of experts and to peopl® wh
plan and conduct education processes and scieaifiesearch work [Mencer, 2005, pp. 241].
Main tendencies in the field of assuring and enmanguality of higher education are conveyed
through [Laz¢, 2007, pp. 1]:
» Ascertaining unique criteria of assuring and gutE@ing the quality of education within the
frame of Bologna process,
» Developing, determining and balancing national esyst of accrediting HEIs and study
programs and
» Elaborating on and introducing the quality managamg&ystem based on different QMS
models.

Establishment of quality system in European coastis conditioned by Bologna Declaration

on development of higher education. “A wide speautrof evaluation and accreditation programs of
individual countries in the EU and the rest of therld considerably hinders the establishment of
unique quality standards in higher education, compa of accredited programs, curricula or
institutions, as well as mobility of students andff§ [Petkovi¢, JaSarev, 2005, pp. 288]. It is
precisely curricula, teaching staff and studentat tare key parameters of development and
enhancement of quality in higher education.
Guolla (1999) deems that positive perceptions dliucan lead to students’ satisfaction and an
increase in the number of students at the ingitutEach HEI strives to achieve a competitive
advantage and attract new students and keep tlstingxiones by enhancing the quality system
[Temizer, Turkyilmaz, 2012, pp. 3802].
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2.2. Instruments for measuring quality in higher edication

Different research applied different instrumentsrteasure quality in higher education. Many
researchers have readjusted SERVQUAL model for amgegsquality for the purpose of investigating
students’ satisfaction with the quality. OrigindERVQUAL, created by Parasuraman et al., (1988)
saw its 10 dimensions reduced to 5, those beiaggilbles, reliability, responsiveness, assurance an
empathy.

By readjusting SERVQUAL model Owlia and AspinwélB96) suggested six dimensions to
measure quality in higher education, those beiaggibles (appropriate equipment and facilities),
competence (vocational classes, practical and ¢tieal knowledge), attitude (understanding needs of
students, friendliness, personal care, etc.), obnfieractical application of curriculum, knowledge
flexibility, etc.), delivery (effective presentatis, feedback from students, etc.), reliability gtru
solving complaints and problems etc.). As it wasomed above, HEI services are specific as they
are used to transfer knowledge to students anth&drreason it is not possible to apply the cladsic
instrument for measuring service quality. FurthemnoHo and Wearn (1996) incorporated
SERVQUAL into HETQMEX model which is excellence nebdor higher education, while Klariand
KulaSin (2011) have developed SERVQUAL into HEDUQU#odel for measuring higher education
quality.

In addition to SERQUAL model for measuring highdueation quality, the following models are also
used:

« SERVPERF measures service quality based on thesipedcservice factors. It is in essence
SERVQUAL model that differs in that it measuresistots’ perceptions, not expectations.

« HEdPERF was developed by Firdaus (2006) and itese®g a measuring instrument of service
quality exclusively for higher education which cmts of the following dimensions: non-
academic aspects, academic aspects, reputatiomaappand understanding. It is precisely
SERVPREF and HEdPREF that represent the best inetris for measuring higher education
quality, but it is not possible to determine whare is better [Camgoz-Akdag, Zaim, 2012, pp.
875].

 EduQUAL is specifically suggested for educationtgedt is used for measuring satisfaction
level of different participants [Mahapatra, Kha®02Z, pp. 289]. This measuring instrument
consists of the following dimensions : learning ammes, responsibility, physical facilities,
personality development and academic aspects.

« EDUSERVE was developed based on SERVQUAL measunsgument which served for
measuring the expectations and perceptions of tyualiMauritius high schools (Ramseook-
Munhurrun et al., 2010). It consists of the follogidimensions : empathy, school facilities,
reliability, responsiveness and assurance of staddiscipline.

2.3. Satisfaction and loyalty of students

Satisfaction is defined as a rate of the total iserand service experience in the prece@c'\]qg
period (Lin et al., 2010). Loyalty is a term contegtto dedication of clients to a specific brart)m—
[«F)

o0
<
Al



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development
2016, 5(10): 189 -202

or supplier based on the positive attitude anceikected in the repeated purchase [Ningsih, Segoro,
2014, pp. 1017]. When applied to higher educatigstesn satisfaction is experience with higher
education service while loyalty is students’ deti@ato higher education institution they attend, a
well as their desire to continue their educatioaréh The most important indicator in HEI quality
research is precisely loyalty and satisfaction nfdents. A loyal and satisfied student helps in
development of that higher education institutioreeling the levels of loyalty and satisfaction of
students is impossible without the implementatibmuality system at that HEI [PusSka et al., 2015a,
pp. 17]. Connection of these two concepts with igalas dealt with in numerous studies. PuSka.et al
(2015a and 2015b) in their two studies connecteatlityuperception with satisfaction and loyalty of
students using multiple regression and canonicaktation analysis and proved that a satisfiedesttid

is a loyal student. Negricea et al., (2014) ingsdgd the connection of quality perception with
satisfaction of students. Dib and Alnazer (2013)estigated how quality system is connected to
satisfaction and loyalty of students. Dado et @012) connected quality system with students’
behaviour. Temizer i Turkyilmaz (2012) investigatbdw quality perception affects students’
satisfaction index and its connection to loyalty.

Investigating loyalty and satisfaction is very imjamt for each HEI. “Students transfer their
satisfaction with work and quality of a HEI to otheand in that manner s/he represents that ihstitu

in the best possible way. On the other hand, aatisded student will not represent the institution
the best way and in that manner the reputationrmade of the institution suffers, which can resula
fewer number of enrolled students and migratiostoflents to another institution. [Puska et al. 5201
pp. 103]. “

If the university meets the expectations, the stueall be satisfied and will be the best promobér
the university. The aim of education service flowthe satisfaction of the student, which leads to
loyalty and projects itself to the continuationtbé studies (masters, doctoral studies, etc.)bates
positive references to potential students and pestgeneral public) [Gdji 2011, pp. 73]. Due to
everything abovementioned for each HEI it is vanportant to monitor its quality system as well as
the satisfaction and loyalty of its students.

2.4. Hypotheses of research

Higher education institution influences student®tigh the established quality system. Yahnong Li
and Kaye (1999) conducted a research on the saofpk28 students and proved that students’
expectations are relatively stable in a periodiragt while their perception of service quality chas
during their studies and the perceived level ofliudecreases as the studies progress. This &sear
showed that all students have high expectations firEls, but the perceived quality decreases. For
that reason it is necessary to enhance the qualgtem in HEIs so as the expected and perceived
quality levels are approximately the same so thatstudents are satisfied with the HEI. Based @ th
and similar research the first hypothesis is foated as follows :

* There is a significant statistical difference betweguality dimensions based on expected cg,gd

perceived quality level with students
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Satisfaction is the key factor of business suc@ess implementation of quality system (Lin, Tsin,
2008). Due to that fact, it is very important towestigate satisfaction of students and determine if
changes over a period of time and if studentssfattion increases or decreases during their stutlie
students’ satisfaction decreases during their sfydihey will not be interested in continuing the
following cycles at that HEI, and it is debatabighiey will complete the current cycle at that HEI.
Based on the abovementioned the second hypotlsdsisnulated as follows:

» There is a significant statistical difference imd¢nts’ satisfaction at the start and end of the

academic year

Since the quality system is connected to satisfactand satisfaction, in turn, to loyalty of
students, it is necessary to investigate if and liosvloyalty of students changes. The mentioned
studies have shown that these three research lemiale mutually related. Loyal students continue
other cycles at that HEI and recommend it to otli€esnizer, Turkyilmaz, 2012). Based on that, it is
necessary to investigate if and how the loyaltgtofdents changes so as to enhance the qualitg at th
HEI. For that purpose, the third hypothesis is falated as follows:

* There is a significant statistical difference irugents’ loyalty at the start and end of the
academic year.

To prove the proposed hypotheses the researchusdl multivariate analysis of variance
(MANOVA). Based on that, the following variablesegoroposed: independent variable — conducted
research in two time periods and dependent vagablgquality dimension, satisfaction and loyalty of
students.

3. Research methodology

For the purpose of this paper empirical research eemducted at eMPIRICA College on two
occasions. The first research and collection ahpry data was conducted at the start of acaderaic ye
2014/2015, while the second research was conduwattetie end of the same academic year. The
research was conducted on two occasions so asdordee the gap between expected level of quality,
satisfaction and loyalty (the research at the sththe academic year) and perceived level of guali
satisfaction and loyalty (the research conductethatend of the academic year). The point of this
research is to monitor and enhance quality at tBe H
Both pieces of research used the same questionta&iea from our co-founder Ljubljana School of
Business, Slovenia which consisted of 4 parts:

« 15 statements related to quality which encompad#éetent segments of a higher education
institution: teaching and administrative staff, iadaility of information, facilities and
equipment, as well as reaction of the institutiorttte needs and desires of students. Due to
variety of statements, factor analysis will be ugedetermine quality dimensions.

» 5 statements to measure students’ satisfaction

« 5 statements to measure students’ loyalty

« Participants’ characteristics (gender, year of gtstldy program, mode of studying).
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First three groups of questionnaire used five-ldvietrt scale, where students were required to
provide their level of concurrence with the propbstatements (1 - strongly disagree, 5 - strongly
agree). The fourth group of questions is relatethéocharacteristics of the students: their gengksar
of study, program study and mode of study. In lmathes a web-based questionnaire was used which
was uploaded to the scientific portal - 1ka.si #m&lstudents received the link to the questionnéire
the first research, the questionnaire was filled loyp 85 students, which is 75 percent of the total
number as there are 112 students in all three ydatidy. Due to the low total number, the researc
used purposive sampling, that is, the link was serdll students via a personal message through e-
learning platform — eCampus.Overall statisticaladahalysis was carried out in software packages
SPSS 20.0. which used several statistical methus.reliability of the acquired data was measured
using statistical analysis called Crombach' alptactor analysis investigated reliability of datasdih
on Kaiser-Meyer-Olkin (KMO) test and Bartlett'sttes
Apart from the need to investigate the proposedothgses, it is necessary to determine what
statements within quality dimensions show the gafvben the expected and perceived quality level
and to what extent, so as to provide guidelinesfdrancement of quality at eMPIRICA College. This
approach will also determine the gap between satisih and loyalty of students so as to enhance
loyalty and satisfaction of students at eMPIRICAlE€ge. In the course of proving this hypothesis and
aims the following methodology will be used:

» Step 1: Grouping statements into quality dimensigisg factor analysis,

» Step 2: Investigating reliability of the collectddta using Crombach alpha,

» Step 3: Investigating the proposed research hypethesing MANOVA and

» Step 4: Investigating the gap between the expetdderceived quality using t-test.

4. Results of the research

The questionnaire was filled out by 84 studentsfitts¢ time and second time it was filled out by 85
students and the following table shows the geradraitacteristics of the subjects.

Table — 1. General characteristic of the subjects

Factor Category Percentage in the 1st| Percentage in the 2nd
research (%) research (%)
Study program Engineering Informatics 46.4 % 50.6 %
Business Informatics 53.6 % 49.4 %
Mode of studies Full-time studies 26.2% 27.1%
Distance-learning studies 73.8 % 72.9 %
Gender Male 89.3 % 84.7 %
Female 10.7 % 153 %
Year of study First 23.8% 28.2%
Second 37.0% 38.8%
Third 39.2% 32.9%
Total number of students 84 85

Source: Research results
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Since the questionnaire was anonymous it was nsgilple to compare the answers of the specific
students and determine the discrepancy between. tHemever, since the general answers will be
observed in two pieces of research and it will betdealt with subtle differences in the observed
categories of the subjects, these characteristiceansidered acceptable for the further investigat

To examine the reliability of the factor analystsults, we used Kaiser-Meyer-Olkin (KMO) measure

of sampling adequacy and Bartlett test of sphgriégiMO indicator ranges from 0 to 1. If the value o
that measure is below 0.6 the correlation matrik mot be appropriate for the factor analysis. With
Bartlett’s test it is desirable that the significarvalue is below 0.05 (p <0.05).
In the course of running factor analysis the analgé main components was used, as well as Varimax
factor rotation with Kaiser normalization. In thieoice of number of factors we used unit root method
that is, Kaiser criterion.

Table — 2. Results of factor analysis on quality diensions
Factor Quality-related statements Factor value Saésgleent
Employees in the College pay attention to the $ipeneeds anc 717 VARO1
wishes of the students
Students' complaints are solved quickly .738 VAROZ
Employees help students in solving problems enesadtin the 754 VARO3
course of the studies
1 Employees always think in students’ best interests .753 VARO04
The College keeps promises it has made to thestside 731 VARO5
Employees provide support to the students .780 VARO
The College looks after students’ wellbeing .740 ROY
Administrative staff at the College is pleasant 305 VAR08
Explained variance 53.672%, Crombach's alpha 0.921
College employees are always at students’ disposal .624 VARQ9
Lecturers use modern scientific methods in tramsfgiknowledge .653 VAR10
2 Lecturers connect theory and practice 674 VAR11
Lecturers are available via electronic media .803 VAR12
Lecturers treat students in a transparent way .661] VAR13
Explained variance 7.393%,Crombach's alpha.853
3 The College has solid equipment .837 VAR14
College facilities are comfortable 792 VAR15
Explained variance 7.137%Crombach's alphaD.796
KMO = 0.927; Bartlett's test p < 0.000; Total variants explained68.202%
Factor Student satisfaction statements Factor value Saéigleent
I think | have done the right thing by selectingueation at this .901 VAR16
College
I do not regret enrolling in this College .893 VAR
I am satisfied with my College choice .868 VAR18
My experience of this College is very pleasant 3.85 VAR19
Generally speaking, | am satisfied with this Cadleg .806 VAR20 \O
Explained variance 74,825%Crombach's alphad,915 3
KMO = 0,837, Bartlett’s test p < 0.000 o
©
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Factor Student loyalty statements Factor value Sa:;;n:nt
I would recommend the College | attend to others .909 VAR21
If I had to choose again | would choose the sarhealc .890 VAR22
I am proud to be a student of this College .855 AR
I only say good things about this College .854 \2AR
If given an opportunity to continue my educatiornwduld do it at .841 VAR25
this College

Explained variance 75,732%Crombach's alpha0,919
KMO = 0,876; Bartlett’s test p < 0.000

Source: Research results

Before the factor analysis results are interprétéinecessary to determine values of Bartlett’s
test and values of KMO test. Measure of samplinggadcy is represented through KMO test and
using Bartlett’s test of sphericity it is aimeddetermine the meaning of correlations within catieh
matrix. Results obtained through factor analysigwsithat the data are adequate for factor analysis
since value of KMO test is 0.9279, which is almbsEpecificity test is of significant importancece
it implies that the correlation matrix is not umithich the test has proven.

Factor analysis results have shown that in accoelavith 15 statements that were used to
measure quality at the higher education instituBaimensions stand out, which are shown as fdetor
3.

Factor 1 - Administrative help provided for studenthis first quality dimension describes
students’ needs and help provided for their welieising 8 statements. The first factor explained
53.67 % of the variance of the main group so thebiity of the collected data is very high. Thalue
of Crombach’s alpha is 0.937 as the values for @amh’s alpha range from theoretical O (zero) to 1.
If the values of this indicator are close to zdrert that data is said to be unreliable. If thodaesare
close to one it can be said that the data is deliab

Factor 2 - Satisfaction with the administrative amalching staff. This second quality dimension
is described using 6 statements which are relatetiudent’s satisfaction with administrative stafid
information they received from the College. Theasetdimension explained 7.39 % of the variance
and it also has a high reliability of the collectiata. Crombach’s alpha value is 0.890.

Factor 3 - Facilities. The third quality dimensioonsists of merely 2 statements related to satiefac
with College equipment and facilities as well adléye’s keeping promises. This factor explains 7.13
% of the main group variance and the value of Cainisaalpha is 0.766. It does not represent a high
reliability, but it can be taken into consideratidinis necessary to point out that that “if allues of

this indicator are below and equal to 0.75 one khoeconsider if that data should be taken into
account” [Leontitsis, Pagge, 2007, pp. 336]. Simevalue of Crombach’s alpha is over 0.75 the data
will be taken into consideration. After the qualdymensions have been determined factor analysis of
the remaining two variables was done, those baitigfaction and loyalty.

Results of the factor analysis have shown thathall conditions for conducting this analysis
have been fulfilled, which is corroborated by KM@daBartlett’s test results. All five statements dipe,
to investigate satisfaction have been grouped &nfantor and it explained 74.9 % of the main g%
variance. There is a high reliability present iedt data as the value of Crombach’s alpha is O: twS
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Based on factor analysis and Crombach’s analysiest been shown that the statements used for
satisfaction of students are related and reliable.

Upon conducting factor analysis on satisfactiorstidents, factor analysis for statements on
loyalty of students will be conducted as well. Ressof KMO and Bartlett’s test show that the used
matrix is not a unit matrix and that there is atieh between the used statements which fulfilkesl t
propositions for the use of factor analysis.

Conducted factor analysis has shown that therenlig @ane factor related to students’ loyalty
and that factor explains 75.3 % of the main groapance. Crombach’s alpha test shows that the data
are reliable since its value is 0.919.

Upon investigating the reliability of the used dat@ move on to testing the proposed research
hypotheses. Testing hypotheses will be carriedusutg MANOVA analysis and using Wilks’ Lambda
indicator. MANOVA is the extension of variance aysd which is used when there are more than one
(two or more) dependent variables. “MANOVA compagesups and shows if it is probable that the
mean differences in group influences on that coatimn of dependent variables are correct and if it
shows the possibilities those groups manifest.”rjide 2011, pp. 76]. Examination of the hypotheses
will be carried out with 99 % reliability of accépg the correct hypothesis, that is, p-value shdadd
below 0.01. In the course of conducting this analyse most important things are the indicator of
significance and F-test value. For the level ohdigance, the lower p-value, the better, while the
higher F-test value, the better, since it is pedgishat which proves that there is greater stasikt
difference between two or more observed groupsh WIRANOVA analysis the results from two pieces
of research are taken as an independent variabte for the start of the academic year and therothe
one for the end of the academic year. As a depgn@eiable with the first hypothesis we took qtali
dimensions, with the second hypothesis we tookestisd satisfaction variable and with the third
hypothesis we took students’ loyalty variable.

Table — 3. MANOVA analysis results using Wilks’ Lanbda indicator

Dependent variables Value F Sig. Hypothesis status

Quality dimensions 794 2.650 0.001 Accepted
Students' satisfaction .929 2.497 0.038 Accepted
Students' loyalty .846 5.952 0.00Q Accepted

Source: Research results

MANOVA results show that in proving the third hypesis there is the greatest statistical
difference in students’ answers. F-test resulthis greatest and is 5.952. The lowest one is the
significance level. P-value is 0.000, which makesthird hypothesis acceptable, with 0.0 % riskelev
that the true hypothesis will be rejected. Furtheem this analysis has the lowest value of Wilks’
Lambda indicator and is= 0.846.

Furthermore, MANOVA results show that the first bipesis is accepted, that is, that there is a
significant statistical difference between quatiiynensions based on expected and perceived quality
level with students. With proving this hypothesie tvalue of F-test is 2.650 while the levelqgf
significance is 0.001, which makes this hypothesmiseptable with 0.1 risk level that the tQre
hypothesis will be rejected. The value of Wilkshilzda indicator with this analysisis= 0.794.
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The second hypothesis proposed can be acceptegithieie is a significant statistical differencehwit
students' satisfaction at the start and end o&ataelemic year, which is also supported by the lefel
significance. P-value is 0.033 while the value efst in this analysis is 2.497. In this analysie t
value of Wilks’ Lambda indicator is = 0.929. However, examination of the second hygsithshows

that there is 3.3 % probability that the true hyyesis is rejected.

Table — 4. Difference between expectations and peqations of students regarding quality

Statement Perception | Expectation Freedom . Mean
t-test Sig. .
Code mean mean degree difference
Quality dimension — Administrative help provided &udents
VARO1 3.8824 4.2381 -2.848 167 .005 -.35574
VARO02 3.7176 4.2024 -3.316 167 .001 -.48473
VARO3 4.1412 4.3929 -2.200 167 .029 -.25168
VARO4 3.9647 4.1667 -1.473 167 143 -.20196
VARO5 3.7059 4.1190 -2.908 167 .004 -.41317
VARO6 4.2000 4.4286 -2.118 167 .036 -.22857
VAROQ7 3.8588 4.2857 -3.397 167 .001 -.42689
VAR08 4.3882 4.3214 .590 167 .556 .06681
Quality dimensions —Satisfaction with the admimistre and teaching staff
VARO09 4.2235 4.4524 -1.853 167 .066 -.22885
VAR10 4.0941 4.4762 -3.307 167 .001 -.38207
VAR11 4.1412 4.3810 -2.122 167 .035 -.23978
VAR12 4.2588 4.5833 -2.862 167 .005 -.32451
VAR13 4.3294 4.5595 -2.196 167 .029 -.23011
Quality dimension - Facilities
VAR14 3.5765 4.2024 -4.029 167 .000 -.62591
VAR15 3.8235 4.3452 -3.795 167 .000 -.52171
Student satisfaction
VAR16 4.1765 4.4524 -2.427 167 .016 -.27591
VAR17 4.1882 4.4643 -2.192 167 .030 -.27605
VAR18 4.1882 4.5357 -3.012 167 .003 -.34748
VAR19 4.0353 4.4048 -3.117 167 .002 -.36947
VAR20 4.0706 4.4167 -2.797 167 .006 -.34608
Student loyalty
VAR21 4.0000 4.5476 -4.185 167 .000 -.54762
VAR22 3.9176 4.2381 -2.186 167 .030 -.32045
VAR23 3.9647 4.3214 -2.841 167 .005 -.35672
VAR24 4.0941 4.4881 -2.969 167 .003 -.39398
VAR25 3.8941 4.4524 -4.068 167 .000 -.55826

Source: Research results

Examining the given results of t-test we can se¢ dimly one statement has a positive value of
this test because expectations for that statemené ower that the perception at the end of the
academic year and that statement is Administradiedf at the College is very pleasant and i3]
0.06681. Examining other values we can observe witat the statement that the College has salid

equipment there is the largest gap between studexpectations and perceptions and is -0.625%3.
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Observing the significance level (sig) it can bers#hat in all but three statements this levebisdr
than 5 %, that is, the p-value is <0.05. Thoseestahts are: Employees always think in studentd’ bes
interest, Administrative staff at the College iggdant and College employees are always at students
disposal, and it can be said that for these thimersents there is the smallest deviation fromesits]
perceptions and expectations.

Based on t-test results it can be concluded thaIBMCA College needs to work more on
quality enhancement so as to decrease the gap dretstadents’ expectations and perceptions on
providing information to students and improve equgnt and facility quality. Based on this test it is
evident that all but one statement show a negdiféerence, that is, students’ expectations weghéi
than the perceptions at the end of the academic yéds College’s Management should analyse in
more detail these results and make decisions $o @ishance the quality system at this institutiod a
thus reduce the gap between expectations and piercepf that quality.

It is necessary that each higher education ingtitutontinually monitors students’ satisfaction
and compares it according to time frames so agetatify bottleneck in the quality system.

5. Conclusion

The research in this paper has been conducted @ro¢easions : at the start and end of the
academic year with the aim of examining the gapvbeh expectations and perceptions of the students.
The results have shown that with all research varialiese is a negative difference, that is, the
expectations exceed the perceptions of studentsaamge deviation is from 4 to 12 percent. Only
with the statement Administrative staff at Collegerery pleasant there is a positive differencat ib,

a positive gap. Based on the calculated gap andtsesf ANOVA and t-test the conclusions can be
made as to what statements need more work so eshnce the quality system at higher education
institutions.

In the course of examining quality at eMPIRICA @gk, we used 15 statements which were
grouped into 3 quality dimensions using factor gsial Since the questionnaire was taken from
eMPIRICA College co-founders it had some disadvgedaas it did not include some other statements
and dimensions used in e.g. SERVPREF and HEdPRERImfor measuring quality. This research
has shown that it is necessary to separate teashaffigrom administrative staff and technical siaf
the course of measuring quality of the staff amdittthem as separate quality dimensions as higher
education institutions primarily transfer knowledgato students via teaching staff and using
equipment and facilities. It is also necessaryndude more statements on equipment and facility
quality and reduce statements related to the neadi®elp to students.

The recommendations for the future research areith#éhe course of creating a new model for
measuring quality at higher education institutians necessary to include more different statement
and determine which dimensions are of primary $icgmce for the quality. Furthermore, it is
necessary to apply this questionnaire to differ¢ts so as to gain more complete information from
students rather than merely conduct this type séaech on only one HEI. Only in that way can wezget
a valid model for measuring quality at higher edigceinstitutions.
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Abstract

Understanding the behavior of consumers and thgiclpasing patterns is of great importance both
for the business sector and for consumers thense@@enfrontation with the factors that most
influence our purchasing decisions allows us tdieeahow much we actually (in) dependent on
others, especially Referential groups. This work tre task to show the degree of the impact of
family-cultural consumer legacy that become consuinabits of society in Bosnia and
Herzegovina. The main hypothesis was revealed tthatpurchase patterns of BH consumer
subordinate habits, which are the result of fantilgditional beliefs and media actions. As a
research tool used questionnaires, which includeektjons that dichotomy and Likert scale of five
degrees to determine the level of agreement orgdéssment among the respondents. Survey
included 117 respondents, of different ages anh filifferent areas of Bosnia and Herzegovina, in
order to obtain the answers are representative. fEsellts showed that the buying patterns of BH
consumers are subordinate habit and family tradigiicbeliefs, while media advertisements are not
directly subordinate, but they affect the decistealf when purchasing, given that more than 70%
of the respondents responded that sometimes loagdsoducts you see in advertisements. The
obtained results are presented and marketing imfibs and recommendations for further action
on the target company BH auditorium.

Keywords: Spending habits, Consumer, Purchasing Patterns.

Contact:medinax27@yahoo.com The authors declare that he has no relevant orrialdfieancial interests that relate to the
research described in this paper. Also, the autteckare that the submitted paper is their origimak and that, upon publication,
nothing contained in it will not constitute an imyement of any copyright. Paper recei®&dl2.2016. Approved30.12.2016. This
paper is licensed under the Creative Commons Atioh-Non Commercial-No Derives 3.0. License. Tgaper is published with
Open Access at www.socioeconomica.info.

Pagez O 3



Medina Muji¢ and Saliha Cabro-Arnautovié
Communicological and Media Power of Spending Habits on B&H Market

1. Introduction

Consumer habits are every form of purchase whenediwidual decision on the choice of
buying is not as independent as far as a resuihpbsed or through childhood adopted rules of
behavior and decision-making, which were appliednduthe period and become one with single
consumer. When we conclude persistence consumishdlake for example the purchase of salt.
This is obviously food that is essential in evegu$ehold, but the very process of buying will
happen when we run out of the same. This is notgesumer habits, than standard consumer
needs. However, if a person buys again one andahee brand of this product or of the same
customers, and / or the same points of sale, tleetalk about consumer habits.

The analysis of consumer habits opens up many askaes such as the length of the
specific consumption patterns, the degree of imibeeof individual external factors in their
formation, stability of consumer evolution on theechand and consumer strictness on the other
side and so on.

The question of stability of certain consumer halét both important and difficult to
answer. Weight is reflected precisely in the redogm of each individual / s to his / hers choices,
not his or hers, but incurred communicational psses of her / him and his / hers environment,
especially primary reference groups, such as familHowever, knowing about the stability of
these external influences and the degree of tingract on our purchasing patterns, can be
liberating and for consumers themselves, and dlt@m to open their perceptions and create new
attitudes adapted to new market conditions. Itis® anportant from the aspect of themselves
suppliers to understand the driving impulses ingieeess of consumption of its customers, and
thus come up with new methods to the same appraachachieve profitable operations.
Ultimately, the situation in which this country gith very modest growth rates of gross domestic
product, and high foreign trade deficit, this papents to illuminate possible causes of these
conditions from the point of demand BH population.

2. What kind of productswe buy?

In Bosnia and Herzegovina on a daily basis we bombarded" with the information to
the population, despite the persistence of domestiducers, citizens regularly buying products
from imports and thereby contribute to further ease in the trade deficit and outflow of funds.
In the last few years have been carried out mamprec under the slogan "Buy Domestic",
however the population, although aware of the ficance preference for domestic products,
though still supplies imported products. In fadtjzens of Bosnia and Herzegovina are an
excellent example of cultural and communicatioeakptors when it comes to consumer behavior.
This work has the task to provide a new image offidulation, not as irresponsible members,
but rather as "slaves" to their consumer habitsplyerooted in family and traditional and cultural
values, and offer a solution to get out of thisaion. Empirical research of this work was done
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in order to clearly review and obtain accurate nimfation about consumer habits. The study
included a total of 117 participants / pupils whodre of different ages, as one can see from the

chart below.
Figure 1: Age of respondents
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Source: Authors work based on the results of tineeyu

Work includes both theoretical considerations causehe consumer habits, and also the
part of a research based on a survey of BH citiZesra different cities in order to obtain
competent results of their responses. Also, itmased of different demographic categories, in
terms of gender (51% males and 49% of female refgun), different ages, education and
employment in order to investigate the possibleiat®mns of attitudes as a result of different

demographic background of respondents.

Figure 2: Educational status of respondents
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As can be seen from the chart offered, the groupsggondents is diverse in all segments;
of age, to the educational structure and the ptgpp&tatus, which ultimately represents the
essential and decisive factors in the choice ofriug particular product. For these reasons we
were interested in the factors that affect thel fa@ice when shopping. We considered that there
is a narrow 5 factors that affect the final chateonsumers: price, quality, advertising, previous
experience and country of origin.

Figure 3: Factorsthat influence purchase decisions
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Source: Authors work based on the results of tineeyu

Although Bosnia and Herzegovina has more than 50%he® unemployed, the average of
respondents put the quality of products as a psirfaator in the buying process. However, since
it is present as well, and a higher deviation antbegesponses, before it could be concluded that
it is a simultaneous relation quality-price whicharucial to BH-customer. This graph clearly
shows that the degree of importance, the third esighs personal experience with this product
is closely followed by the character of the courdfyhis origin. It should be noted that the term
"country of origin" does not necessarily mean bgytlomestic product, how will it below the
results of research find. Marketing advertising pes/en to be at least a determining factor for
deciding to purchase, but its importance is notigige.

3. Family heritage and consumer habits

According to modern views of the concept of famitgludes individuals that can be
described as members of the most basic social gwlp live together and interact in order to
satisfy their personal and common needs. Whethearedalking about a nucléaor extended
family?, it is impossible to ignore their reference infige on the formation of opinions and habits go

(=W

1 Nuclear Family — Each family that besides spouaskiides one or more children.
2 Extended Family — Nuclear Family living with aas one grandparent.
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of behavior of all its members. These impacts anétirdimensional and for this study primarily
will focus on the concept of so-called. consumeiaation, which defines the process by which
children acquire the skills, knowledge and attigidecessary for their functioning as a consumer.
(Schiffman & Kanuk, 2004, p.277)

The fact is that preadolescents adopt many norrbgladivior by watching the behavior of
their parents and / or older brothers and sistard,consumption is no exception. It significantly
contribute to a common experience in buying, esflgchow when they are working mothers
more likely to buy in the company of children. Ogets the impression that this very common
purchase are becoming way to spend time togethertalthe bustle of life, and thus further gain
in importance in the formation of children's views.

Consumer socialization is not limited to the comnpomchase, but becomes the means of other
forms of socialization, so parents often directthg activities of their children by promising
rewards in the form of some products, usually toysweets, and thus gains control of their
behavior.

It is important to point out that this form of salization does not stay only in childhood,
but continues throughout life. However its baduefices in the pubescent stage, when young
desire for others to accept, deviate from theahitonsumer patterns based violence and accept
the norms of the new reference group - friends. &i@x, it is noticeable that after this stage the
impact of family consumer socialization again corteethe fore and become part of their legacy.
In an empirical study of this work, which includ&tl7 respondents on the question of whether the
planning and conduct of buying larger quantitied galues carried out in consultation with the
members of the household, we come to differentteainich are not necessarily linked to the age
of the respondents. The population of young peiogiee phase of life, education is the most prone
to carrying out purchases in consultation with pes€95.2%). This is justified due to the stability
of financial dependence. Confirmations of the imddinancial dependence on this model finds
and purchase in the category of the unemploye®%8p.It should be noted that the noticeable
weakening of the importance of family buying thengbetion of postgraduate studies (69.2%
partially or completely disagreed, and even 15.48b & negative view of the joint purchasig).

It is also notable transfer of allegiance to a ipalar product or brand, so-called.
intergeneration transfers stamps. This can be gagitularly in Bosnia and Herzegovina, where
for example, father throughout the growing childvishg car Golf Il, and the child after the end of
the driving test, the most frequently chosen pedgithis type of car as their first choice. Further
this intergenerational transfer stamps, may reptesevay of expressing belonging to certain
social classes (associated or aspiration). Ths @s respond to the question of the causes and
effects snob effects stampede being marketed cgtsamOnce formed attitudes in the comfort
of home become more powerful than the concept afgption and other factors of consumer
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behavior, to the extent that it becomes extreméficdlt to break of the habit of things that an
individual has learned that "needs to consume”.

Results of research on the issue of purchasingtdfialhich tends generic learned
traditional purchases of parents or teachers, ast often related to sex. Family consumer legacy
is something more noticeable in the case of thefempopulation (47.7%) compared to the male
part of the respondents / forum (just 25.7% agregynmterestingly, the population aged 40 and
over did not accept its buying heritage of thengpds and that even 71.4% would refuse this claim.
Probable causes of these positions lie in the tlaat the range of products today that this
population consumes is very different from the mmngage of their parents. On the other hand
unemployed people, primarily young population, arere inclined to adopt this part of the
heritage (57.1%).

Of course, this process cannot be seen one wagckady at the present time, consumer
socialization is directed to children and to paseaspecially when it comes to new technology, in
which young people have the most interest. To vexaént does the young consumer power
"educate" their parents depends on many factocdydmg a way to establish the interfamily
relationships and openness to the new.

Why has the issue of domestic consumer legacy imaptit As pointed out, established
consumption patterns become partly consumer habhgh are hard to give up, even when
rational watching other choice purchase would loédé&iter. This is an extremely important issue
especially for suppliers, because if you have aerable influence families to purchase, very few
will have the effects of improving sales througfffedent action, stall offers and the like. This
especially comes to expression in the case of Boand Herzegovina, where the majority of
manufacturers of food products,
which have consumed the traditional family in tleender Yugoslavia, were located in the
neighboring countries, which significantly comptesa the new domestic manufacturers to find
their placement.

4. Theinfluence of the media and advertising

The role of media in society is miscellaneous; Mealie information carriers, creators of
the truth of an event, public information officensd advertisers a story circle in one unit. Public
opinion used and accepts the information they Aedrsee in the media as a norm, rule and factors
applicable as such. In communication sciences mediessentially technical or physical means
of converting messages into a signal that cannarchannel. (Udovicic, 2012, p.19)

Once we define the role of the media in public apinit is important to position and role
of advertising, which is interpreted by the medfiave had said that the media define and create
the reality, then the advertising part of that itgahs interpreted by the media. Modern
understanding of the media industry is based oeréiding income and the media live from the
ad. (Udovicic, 2012, p.19) In this way, we undemstéhat the advertising for the media portion of ~g
the revenue that brings money. For advertisingmbst commonly used mass media; television, %

(a9
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radio, internet and print media. However, the qoestrises, how to distinguish between
acceptances of information that represents andectka reality, for example. news and political
shows, diaries and advertisements that in the eafrthese shows broadcast on these programs.
Commercials make money and do not pass throughdithat are part of journalism; accuracy,
truthfulness, veracity, confirmation from multipeources, while others these facilities and
programs broadcast in the previous pass throudhtaik before the official broadcasting.

Those who exercised the most advertised and therésdglts in the market. And their
products become close to us, because the medimposed as a good way of life. (Udovicic,
2012, p.19) In this way, we can conclude that dhe=gisements do not appear by accident in the
media. Their creators want consumers to say tlegtadhe true, real and just as they are presented.
It is no coincidence that in prime time (diarieslifical shows, download games, etc.) The most
expensive time for AD space. The reason for thifhéshigher viewership and admissibility of
what is advertised. The role of advertising isdovince the authenticity of products / offers being
advertised. Advertising or promotion is paid orgmeral message that comes from sources that can
be identified. It was referred to the public chdangf mass media, and created to convince.
(Udovicic, 2012, p.22)

In the commercials never mention side effects oragedisadvantages. Typically, this is
the best product ever before appeared on the mariektin advertising cannot access critical
towards him. In this way the media is contributitagthe design and creation of their own
perceptions about something. Media are prone tapukation and stereotyping of the public for
the purpose of accepting and approving servedmkeot. Often in the media appear stereotypical,
sexist, discriminatory and unrealistic advertiseta¢hrough which directly affects the formation
of perceptions of public opinion. Stereotypical amethical advertisements are those which use
a naked woman's body to attract viewing certainegtthements; advertisements for cars or for
certain parts of the car. Then, stereotypical atsaments are those in which represents an idyllic
family by a woman with an apron works in the kitchend her husband watch the game, or
advertisements in which boys are superior to ginishis still represented in the clothes of male
color (blue), and girls in female colors (pink).€Be are all stereotydethrough the mass media
do not affect the display / consciously to formogmion of consumers, because they are broadcast
every day and thus become a reality and defindéeshiaw to behave.

Role FAMING® in media advertising is very important, becausensany are sold
conceived ideology that eventually become realitye role of advertising is huge, dominant and
leaves a strong impact, especially in the targetigmvhich is intended. The best-selling products
are those which are suitable to the target grougglwtan be subject to manipulation (children, &
teenagers, people with certain problems; cosmétasoffer solution to the problem within 24 N
hours, problems with weights, etc.). This type @¥extising does not sell the product and its real é"

e

4 The stereotype - the Greek word "stereos" measlisy and the word "typos" which means a forntygre.
Stereotypes are generalizations of events andglang the belief that each person belongs to aingrte-defined
weight and type, rather than a single individual.

5 Framing - emerged from Eng. words frames framewlbiik one of the theories of mass communicatitere by
framing / extraction / selection highlighting céntavents and thus become more important than .other
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effects, but human desire, the need and desirddppiness, security, love, beauty and happy
family. Most advertisements are sent this messagk slhow a happy, family people, ideal
proportions, with maximum economic and social ségur

The idea of manipulation by marketers is extrenpegsent among B&H citizens, so much
so that according to research conducted even 88d@f3fte respondents say that there is no
particular confidence in advertising spots. Howewdrether ultimately advertisements motivate
the purchase of certain products subjects whoqiaated in the survey responded as follows:

Figure 4: Do advertising motivate you to buy certain product?

o, 2% @ ne kupujem
7;’0 1?%

@ ponekad kupim

O ¢esto kupujem

O kupujem jer me
reklama priviaci
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Source: Authors work based on the results of tineeyu

According to research conducted on the market aihigoand Herzegovina, the impact of
advertising on the formation of a final decisiontbe purchase of advertised products is present
only in 2% of the respondents, while 7% said thisestising often motivates them to this activity.
However, one can conclude that BH citizens are detmly indifferent to marketing
communications manufacturers, given that as much74% expressed that because of
advertisements tend sometimes to buy, at leasheéckcwhat kind of product the word. The
statement that advertisements have a moderatd effen it comes to the purchase form is the
fact that only 17% of participants considered thdtertisements do not have any influence on
their purchasing activity.

We conclude that although there are negative digyes towards commercial publication
in BH, they nevertheless act enough to intriguédesgs to try the product and form their own
opinion about the product.
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5. Cultural dimensionsthat affect the buying habits

For a consumer purchasing habits affects a nunfifactors that are part of his ideology and
beliefs of previous and present views and opinmmghe sales item. We can define it in the final
purchasing decision of consumers affected by ailltsocial and psychological factors.

» Cultural factors included in the genesis of a comsuand thus to reflect on their behavior
when making a decision to purchase and consumpfia@ertain products. In a general
sense we can say that culture is everything thabsods us, and thus becomes a specific
and different for a certain environment, statejetgccity, etc. These specifics are related
to everything that surrounds us: the building, roustyle of dress, food, drink, etc. When
we talk about cultural habits of a country, usuatlyaddition to the architecture we talk
about food and drink. It became the main cultueaédninants of a country, where you see
that this type of culture so prominent in the gahguidelines. Any real individual with
their purchasing habits indirectly affects the digon of culture for myself and then for
the community in which he lives.

Looking at the individual, when deciding to purahas product, there are a number of
determining factors, such as time to buy, moneges€to shops, design shops, positioning
the product on the shelf, product design and ited$ing power of the media. Each of
these factors can be broken down into more detdigsdriptions of each of which has its
final decisive power of the consumer, which thusates his decision to purchase a
particular product. The definition of culture, UNES has defined as "a complex whole
which includes knowledge, belief, art, morals, lastsstoms and any other capabilities and
habits that characterize a societyrt general for culture even we can say that forihed
style of consumers and thus determines its habtigde, clothing, etc., relationship
violence, eating habits and the like. Culture oa lehavior of consumers affected by a
number of factors such as religion, language, ahdrs. These factors are reflected in:
purchasing habits of family members, (un) awareabssit buying local products, whether
the name and characteristics of the product writtgheir native language or in a foreign;
as with some resistance and be at a desire fowaditferent and similar.

The empirical research on this issue, the primacy$ was the establishment of a sense of
stability so domestic product and a sense of tdih the purchase. The results showed
the presence of awareness of local products angadsiéive evaluation of the same. The
categories for which respondents expressed a positiitude towards local products are:
Chocolate products (38%), edible oil (40.5%) andgents (44.3%). The lowest levels of
highlighting local production are present in jui¢esly 16.5%)’ When we talk about the
demographic preferences, we emphasize that gerdlaotiplay a significant role. On the
other hand demographic categories that are moshasiged the importance of local

6 Available on: www.unescco.org
" Reference: The percentages stated in this matitained by the ratio between the numbers of recuis
highlighted the importance of domestic productradition, in comparison to the total number ofo@sdents.
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products were young people aged 20-29 years, heghdlified staff, and employees. If we

consider that the BH economy is still on the rigd #hat is characterized by extremely
high costs, which are passed on to the final coesurnthe board, while other imported

products price competitive, (of course not all)jsitquite understandable why the net
interest unemployed respondents for domestic ptsdi¢hen it comes to the presence of
a sense of tradition in certain products, conclusioan be replicated, but in smaller
percentages.

» Social factors affecting the purchasing power ohstomers, the most dependent on
economic power, social role and impact of familgafiy habits. We can say that the social
role and economic power are closely related. Foisemers often acts deciding factor
becomes brand products. Consumers certain prodaetsto use marked something that
gives the image of glamor, luxury and lifestylettisaabove average. This is possible with
a strong economic power, because such productstaremore expensive than others. In
a conversation with the shopkeeper in perfumerg,ssys: "This powder is much better
guality than others has a good texture to covaafamperfections and proved to be the
number 1 in our shop. However, women are very skeylten buying, because its brand
is not so well known, and we often heard it sahanel is Chanel. It is a proven brand
and quality but also when it is removed from thtdtiashes.” This example confirms that
people are not inclined to change and to strivéfeproven, but primarily that want luxury
and glamor, because it makes us happy and incréesesalue.

According to the results of this study, female dapan (56.8%) is at least indifferent to
the impact of brand-a (brand) when purchasing. Algoificant influence is exercised and
in the case of young people aged 20-29 years (9226%30-39 years of age (57.1%). The
lowest levels of awareness and drug brands showeioase of persons aged 40 years and
over (even 71.4%). It is interesting that peopléhwlose level of education, undergraduate
and postgraduate programs of study, for the firse thave the opposite point of view,
whereby persons with University degree/ Collegeeeinterest (50%) prefer to purchase
certain brands, while Master degree / PhD (53.8%)ralependent the branis.

Another equally important determinant of which daihto the category of social factors
influence the family and the family to buy. It aftbappens that we buy certain products,
because our family members say they buy this dmtwaluct. The influence of the family

is much stronger and more dominant than their opinions and attitudes. For example,
husband would rather buy some food or hygiene leand by his wife says, but they will =
stand in front of the shelves and see who is tis¢ dfethe offered. Otherwise, the same

applies. Purchases based on the recommendatiomssanattions of the spouses and other §0
(a9

8 Reference: Although this issue on a scale of et of respondents rated the penultimate platealiye shows
that the BH market there is awareness of the prtdahand by the population.
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family members, according to the results of emplriesearch before likely in the case of
men and younger people, under 30 years of aganahd case of the unemployed. On the
other hand, respondents older than 40 years (71.4%)well as persons who have
completed postgraduate studies (53.8%) showedothest level of agreement with this

statement.

» Psychological factors can be called personal faciinese are the factors that influence in
the decision of purchase in accordance with ourtahguatterns and beliefs in certain
things. There are several factors that affect gyelpological beliefs about buying certain
products. Thus, e.g. often react automatically arthanically doing shopping, if not
economically challenged. In this sense, we can ecnand power of advertising. If you
buy toothpaste, in this particular do not havetipaste we buy, we usually take the one
that presents an association of toothpaste in mag,Heut it's pasta with advertisements.
Although the results of the study showed that did96 of respondents absolutely believe
advertising, they still leave a certain impressionthem and affect the final choice when
purchasing a product.

It is a different situation when it comes to ecomooonstraints, she immediately choice
of narrow and thus limited the consumer to choodesa expensive product. Often,
consumers who are economically limited the purchlagging a particular product under
the earlier conviction and psychological impachabit, no matter what it is significantly
more expensive and difficult becomes the choidéeif purchasing power. Sometimes the
psychological belief that something is good anddoehan the other for stronger economic
constraints. Product price is not affected direbthythe purchasing habits of consumers, to
show us the results of empirical research. It isceable that category: private (75%) of
the population with a high school education (77.8¥J young people aged 20-29 years
of age (72.3%) have the highest levels of agreemeéhtthis statement and thus shows
lower levels of substitution according to the fealde price products. Also, the female
respondents (70.5%) showed somewhat greater agnéemtd this statement than the
male part (57.1%).

Generally speaking, there is very humble willingneés change current patterns of
purchases, among all categories of respondents.frBot the results of research to

conclude that the greatest resistance to change paxsons with secondary school
education (44% agreed with the statement 0% saigwould change their habits), while

persons with a university (41.7%) and postgradsaiedies (53.8%), have expressed a
greater openness to change. Gender and age weatedidéeng factors in the answers.
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6. Conclusons and recommendations

Before the presentation of final conclusions regeydhe purchasing habits of BH population,
point out that the work is primarily designed asiai-research in order to form an idea of the
persistence of certain patterns of buying in theketzof Bosnia and Herzegovina, and to suggest
a much larger scope, both in terms of the samplevels as in demographic subcategories.
Considering that on the basis of the investigatedan conclude the presence of distinct consumer
habits in all demographic structure, with differertensity endurance surveyed sub-factors of this
habit on individual structures inhabitants, we dode that BH consumer in general is not
independent of his family and cultural and commatiéns environment.

Additional findings of the study can be defined@kws:

1. The influence of family consumer socialization isnh notably among the young
population in the phase of education (secondary w@amdersity), as well as with the
unemployed population. The financial dependenciemarent and / or partner is actually
hidden sub factor of influence and if we considattin the month of July 2016 were
registered over 520,000 unemployede can conclude that this factor spending halfits o
great importance, and it is expected his impacthm coming years in terms of the
demographic structure. Therefore, it makes recondiaions to marketers that advertising
spots to other marketing communications activideected more towards the financial
steward of the family.

2. Marketing of the brand's most has effect in youmg)f@male population, however, in order
to expand its business in this market, recommerdiegbtation of the marketing process
more in the direction of the male population. Sar as in the previous conclusion, the
financial (in) dependence plays a key role herel simce it is in B&H still present
patriarchal form of the family, where wives are eotployed, the focus now should be
focused on a population that is responsible farfial activities.

3. New innovative products will arouse the most irgei& the population have completed
post-graduate studies, as well as private perssinse they showed highest levels of
resistance to well-established shopping Forms. Phai$ of the population frantically
fought rid of the family and social shackles anémpo new ideas.

4. Finally we point out that the B&H citizens are lahgconscious of the necessity of buying
local products, with the presence of positive wadigs towards the brand BH-in, both in
terms of cost, and quality, and the highest leiehwareness had been traditionally
represented in these markets. However, the imgalisofactor, we must limit due that the
frequency of purchase of these products far lowethife unemployed, for which we have
previously expressed, have a large consumer preseribe overall structure. The future
of the B&H brand and is also in the hands of they\@H manufacturers and Bosnian
authorities. Some need to act in order to ensurepable prices and marketing present

9 Statistics Agency in BH (Available on: http://wwhhas.ba/saopstenja/2016/NEZ_2016M07_001_01 BS.pdf)
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products, while others in order to ensure adequeatenomic climate and lower
unemployment.
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Abstract

Economic growth in transition economies has besagpointing in the past 25 years. Transition
economies failed to catch up with the EU membeteSta total factor productivity, and is
growing slower than the EU economy. This callsrfew policies to enhance competitiveness and
economic growth. Implementation of effective pefidhat enhance competitiveness of transition
economies requires a clear understanding of theephof competitiveness. This paper deals with
Total Factor Productivity (TFP) model that measurb® ability of transition economies to
compete in the international market. The growtABP are estimated using data from key sectors
of selected post-transition and transition econamiduring 2004-2014. Competitiveness
indicators can contribute to the identification afteria between countries if the competitiveness
analysis is reliable. The aim of this paper is &culate competitiveness indicators for the current
level of competitiveness of the transition econemiélso, paper aims to resolve the mystery of
competitiveness indicators to enhance their usefdrfor the evaluation of country performance
and for policy conclusions. Competitiveness assessis a way to use uniform evaluation
criteria to gauge the extent to which a transiteeconomy makes use of different ingots to promote
sustained improvements in its prosperity. Indicatof competitiveness were drawn upon both the
actual literature on competitiveness as well as emndeconomic theory. By bringing to bear all
the existing data on transition economies, togethdth new survey data collected for the
researching purpose, we are able to go beyondithple ranking of countries to disassemble the
sources of competitiveness into their constitueartsp This allows policy/decision makers to
identify areas where transition economies are figllibehind relative to other post-transition
economies.
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1. Introduction

The development of total factor productivity (TFB)a main determinant of permanent
economic growth of a national economy. While theakdown of communism 25 years ago
signalized the beginning of the transition to markeonomics for Emerging Europe, the political
and economic transformation of the transition ecoies really got going at the turn of the century.
Over the last 15 years, the transition economieg li@dergone a major economic transformation,
and many are beyond recognition compared with whieeg stood at the turn of the century.
However, unification has stalled, and without aref push, transition economies cannot expect to
attract the scale of investment flows that is ndeibefinance faster economic growth. Economic
reforms become trapped in the transition counsiase the mid-2000s, even in countries that are
still away from reaching the transition border. gtess in transition economies has been closely
correlated with political systems: countries whare more democratic have come further, in terms
of economic reforms, than their less democratighmaor transition countries.

There are some of the major questions to be exglior¢his paper, which now proceeds as
follows. It begins by examining the concept of catifpveness and calculating the growth of total
factor productivity estimated as a Torngvist Indexthe number and range of indicators of
competitiveness. In order to evaluate competitigenef selected post-transition and transition
economies, several methodological approaches hese thscussed. It then draws on some of the
most reported composite indicators of competitigsn® explore how they are constructed and
their utility for policy makers. The fuzzy and mgsbs nature of the competitiveness concept and
the theory underlying it suggests that this isketli to be a straightforward or easy tak, withicai
guestions, among others, concerning what variatitesild be included in the indicators and how
these indicators should be aggregated to producevamnall indicator. Beyond this, even if
competitiveness were to be properly measureddelmtable what any indicator of competitiveness
tell us that is meaningful. Nevertheless, compatitess indicators can enclose to the recognition of
norms among countries.

The pursuit of competitiveness as a key policy dwaal created tremendous global interest in
the assessment of competitiveness. Indeed, theaehigge empirical literature around different
indicators of an economy's competitive performasoepe of which focus on revealed performance
measures such as growth of total factor produgtii®DP PPP per capita, productivity, terms of
trade, relative unit labour costs, and others ofctwvtseek to construct more sophisticated and
specific indicators of competitiveness.

2. The Concept of Competitiveness: The Theoretical B&ground

Competitiveness of economies is an evasive condeftas gained attention in era of
globalisation specially in countries struggling&burn to growth. The main intent of this papetois
define competitiveness from the overview of traositeconomy to a new road of growth andQQ
development with additional social and ecologicatainability.

The phrase of competitiveness is used primarilyrtderline the cost situation of enterprise
or countries. It is frequently used nowadays whee@nomy is challenged by immediate low-cost
rivals. This concentration on costs was reaproablyd@aul Krugman (1994, 1994b) as "elusive and
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meaningless" at the unintentional stratum and asléading or even dangerous" at the politics
stratum, since this explanation suggests thatdmgease is the merely beneficial politics feedback

However, the theory of the firm highlights thatutriph within oligopolistic markets
subordinates on "competitive advantage" (Aigin@®)6)! The function of productivity is stressed
to explicit authors who deliberate productivitythe merely consequential idea of competitiveness
(Porter, 1990; Kohler, 2006). Data on Total Fa&ovductivity (TFP) is provided for changes over
time than for absolute differentiation, and cetgamot within a method who allows parable of TFP
with a cost appraisal.

The significance of institutions has gained growouansideration over the recent decade
(Acemoglu, 2003; Rodrik et. al., 2004; Alesina ket 2005; Bouis et al., 2011). This includes the
role of governance and the extent to which theipwgactor and regulation support in the long run.
That includes the activities of government and phblic sector with observation support for the
years to come. The existence of norms, nonatterdaicorruption, confidence within institutions
are generally approved as factors of readinesgyemwith for transition economies. The relevance
of clusters for competitiveness has been exployeBditer (1990, 2004, 2008), Ketels (2006), and
Ketels & Protsiv (2013). In the explanation of sd@ion to an immediate path of growth, the
effectiveness of the social chain to intensify greductive facilities of an economy becomes
extremely significant.

A concept of outcome competitiveness is definedhgyEuropean Commission (2001) as:
"the ability of an economy to provide its populatizith high and rising standards of living and
high rates of employment on a sustainable bas@&SidBappraisals of outgrowth accordingly began
with GDP PPP per capita as the major pointer ofrauith competitiveness.

To apprehend competitiveness, the basis shouldripha&sizing the nation's derivations of
prosperity. The prosperity, is resoluted by an eocwyis productivity stratum, which is expressed by
the amount of manufactured goods and services peadper unit of human, physical and natural
resources (Delgado, M., Ketels, C., Porter, M.,n%ts., 2012). GDP per capita adjusted for
purchasing power parity (PPP) is the broadest aidicof national productivity and is strongly
connected to a nation’s standard of living (Pogeal. 2008). Criticism of GDP as fundamental
criterion of economic output and indicator of presty is related to the 'beyond GDP' discussion
(Stiglitz et al. 2009). This access scales the mptishment of society using an extensive set of
instruments. Whereas the target of economy's cativeeiess is accomplishing the goals of its
citizens the beyond-GDP access is useful poinewfaval to revise the admission. There is current
exploration on the appraisal "beyond GDP" to imprdlre access and to adjust it to the needs of
heterogeneous communities. The substitute to spa@ompletion of indicators as within "beyond
GDP" is to evaluate prosperity using measures wltgimpress many factors that enclose to
welfare. Life expectancy represents a quantitaswigjective indicator; investigation responses to
guestions related to life satisfaction and perstimappiness”.

Aiginger (1987) defines ,competitiveness of a natias the ability to (i) sell enough
products and services (to fulfil an external camst); (ii) at factor incomes in line with the (cant
and changing) aspiration level of the country; gl at macro-conditions of the economic,
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environmental, social system seen as satisfactprthé® people.” According to Fagerberg (1988)
competitiveness is: "the ability of a country taliee central economic policy goals, especially
growth in income and employment, without runnintgpibalance of payment difficulties”. Porter
(1990) considers that "the only meaningful concepicompetitiveness at the national level is
national productivity". According to Competitiverse®olicy Council (1994): competitiveness is
"the ability to sell products on international metk while incomes in the domestic markets
increase in a sustainable way." IMD (1994) defilé&rld competitiveness as the ability of a
country or a company to, proportionally, generatremwealth than its competitors in the world
markets". Oughton & Whittam (1997) define compeéitiess as a "long run growth in productivity
and hence rising living standards, consistent witlteasing employment or the maintenance of
near full employment”. According to World Econonicrum (2000): "Competitiveness is the set of
institutions and economic policies supportive ojhirates of economic growth in the medium
term."” European Commission - EC (2001) defines agditipeness as: "the ability of an economy to
provide its population with high and rising stardfaof living and high rates of employment on a
sustainable basis." EC (2011) claims that: "...comtigehess is about stepping up productivity, as
this is the only way to achieve sustained growtlpen capita income — which in turn raises living
standards”. Janger et al. (2011): ".... determomapetitiveness as the capability to elevate norms
and employment while keeping sustainable environraed outward equilibrium”.

Delgado et al. (2012) define: "Foundational contpetiness” as "the expected level of
output per working-age individual that is supporbsdthe overall quality of a country as a place to
do business" and "Competitiveness is what undenpeadth creations and economic performance”.
According to Peneder (2001) competitiveness is 'thigility ... to create high factor incomes along
a sustainable path, taking into consideration @&$gs social, ecological and economic constraints
with respect to long-term development.” Explicitabsts investigate the influence of economic
freedom on economic growth and business occasidokofic & Bacovi¢, 2006, pp. 81-91.).
Numerable studies have connected nation's comyatéss with suitable occasions.

Kov&ti¢ (2007) accentuates that mixture of statisticahdatd indicators of international
institutions are the appropriate path to estimational competitiveness. Considering the
development of the idea during time, we can intrpompetitiveness in light of the agitated new
growth way as the "ability of a country to delitke beyond-GDP aims for its citizens".

3. Methodological Approach for Evaluating the Competitveness of Transition
Economies Based on Total Factor Productivity Model

Evaluating competitiveness of national economiesdhallenging task because of the many
factors that influence on national productivity.eThotal Factor Productivity (TFP) captures within
calculation - labor as input and the beneficiensegh as: physical human and other intangible
resources to the manufactured goods and serviédsislan element of labor productivity. TFP in
not evaluated precisely. It is gained as residdi@r aalculating for the beneficences all otherO
indicators of production (from growth to output). N

Conceding that neoclassical accumulated produdtination, accumulated value added (ort\
GDP) growth should be disintegrate into beneficen®m accumulated capital input (K),

5]
oTy)
T
accumulated labor input (L) and accumulated tateldr productivity (A) growth a$: ~

2 See: Jorgenson et al. (2007). Erumban et al. (2015)
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AINGDP = V ,AInK+V _Aln L + Aln TFP (1)

where V, and V, are appropriately the share of capital and labpayment in nominal
GDP. Under consant rebounds to hierarchy/V =1, that the capital repayment share can be

calculated by subtracting labor repayment from maihvalue addedAInK is the capital benefits
growth rate anadlInL is the labor input growth rat@. INTFP represents the TFP growth.

According to Jorgenson (1963), capital benefits Eimbr input are evaluated as translog
accumulated of different types of capital and labor

AlnK=>"s, AInKk; andA InL=>"s AInL, )
k 1

where s, is the share of each type of capital k in totaliteagcompensation, and,is the
share of each type of labor | in total labor congagion, defined as:

I:)KkKk

P .L
=k ands =t

= ENEE 3)
> ZKPK,kKk Z1P|_,1L1

where B, is a rental price of capital type k, and,is the price (wage rate) of labor type I.

In equation (2) the growth rate of each employdegmy is valued by their restrification
portion. It can represent both the quality or cosifan effect (diversities into various employee
categories). In Total Economy Database, differdma® been made into the quantity impact (H) or
the quality impact. Enumerating beyond various @ygé¢ categories and accessing their growth
guota, it can be obtained:

AINH=AInY"L, (4)
1

where H represents labor quantity evaluated by eynpént or hours obtained by adding
beyond various employee categories. The dissinylabeyond labor input growth quota
accumulated using equation (4) and the accumuldbeyond various employee categories in
equation (2) is labor quality (or the labor compiosi effect), as it captures the diversity connécte
to labor input (Jorgenson et al, 2007). In Totabfomy Database, the addition of labor is
separated into the beneficence of employment ayd(it) , labor quality (LQ), and the beneficence
of capital services divide into ICT and non-ICT iapservices. Therefore, equation (1) can be
revised as:

AINGDP=s, , AInK  +s,  AINK ,+s AlnH + s AINLQ + AInA (5)

Deducting the growth rate of labor quantity, H edin be divided the growth quota of laborv—
productivity into capital repining and Total Fac®roductivity Growth (TFPG) as:

Pagez 2
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y represent the total economy labor proditgtguota, measured as the diversity among GDP
and labor quantity growth and k is capital repiniegaluated as the difference between capital
service growth and labor quantity growth. The cimactamong labor productivity, and TFP
becomes understandable from equation (5). The equatemonstrates that growth in labor
productivity rely upon: capital deepening, laborlijty and TFP. The growth of TFP in selected
post-transition and transition economies, estimaged Torngvist Index, is shown in table 1.

Table 1: The Growth of Total Factor Productivity in selected post-transition and
transition economies - Estimated as a Tornqvist Inelx

2004 | 2005] 2006] 2007 2008 2009 2010 2011 2012 2oz
Estonia 30 | 42 | 38 | 32 | 72 | 46 | 47 | 24 | 32 | 01 | 06
Slovenia 10 | 33 | 35 | 25 | 1.8 | 86 | 16 | 22 | 20 | -15 | 05
Lithuania | 1,8 | 3.8 | 38 | 44 | 15 | -11,5| 32 | 56 | 22 | 20 | 07
Chech 25 | 30 | 44 | 22 | 14| 54| 08 | 05 | -1.4 | -1,7 | 01
Republic
Latvia 26 | 13 | 106 | 20 | -108| 69 | 07 | 34 | 45 | 32 | 28
Poland 27 | 05 | 23 | 22 | 08 | 04 | 32 | 23 | -06 | 06 | 07
Slovak 20 | 25 | 41 | 60 | 11 | 64 | 38 | 03 | -10 | 02 | -11
Republic
Croatia 15 | 20 | 22 | 18 | 36 | 81| 07 | 03 | 11 | 1.4 | 08
Hungary 10 | 13 | 10 | 21 | 04 | 65 | 02 | 03 | -1,1 | 09 | 08
Bulgaria 15 | 20 | 22 | 18 | 36 | 81| 07 | 03 | 11 | 14 | 08
Romania | 64 | 31 | 60 | 50 | 67 | 69 | 12 | 02 | 63 | 28 | 08
Iceland 65| 1.1| 21| 49| 068 02 18 28 28 2717
B&H 55 | -1,3 | 89 | 52| -02| -43 -1d 07 31 18 42
Macedonia 7,4 0,5 1,3 3,7 -0,9 -3,8 3.8 0,5 -33 6-0 0,7
Albania 10 | 15| 11| 13| 19| 27 18 02 -6 36 00,
Turkey 42 | 08| 13| 15 41 79 35 21 34 11 2.3

Source: Author’s calculations is based of data anned by the Total Economy Database.

On average, we find rather large differences in Tewth between individual selected
post-transition and transition economies. Howelatyia, Lithuania and Estonia exhibit the highest
TFP growth over the period 2004-2014. Even thoighpositive price effect obviously dominates
in Estonia, Lithuania and Romania, this was notdase in Slovak Republic, Hungary, Bulgaria
and Croatia. Iceland and Macedonia exhibit high&P Tgrowth than the rest of transition
economies. This methodological approach to growttoanting gives new insights into drivers of
economic growth and details concerning the sectorgin of technological growth in an economy.
Furthermore, with this methodology, it can be assésthe importance of domestic as well as
international relations within an economy, betwéamsition and post-transition economies. It can
be concluded that the productivity growth greatbrigs between post-transition and transitior™NJ
countries, and changes in terms of trade can aifielétidual economies in the region in radically N
different ways. This influence relies on the staxjereal appreciation in particular economies. )
Therefore, it is connected to the specific mixtwk price and non-price growths effecting &
international competitiveness.
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4. Methodological Approaches for Evaluating the Compaetiveness of
Transition Economies Based on Competitiveness Indators

In order to evaluate competitiveness of selectest-ppansition and transition economies,
several methodological approaches will be discusdeduropean Commission - Europe 2020
Competitiveness methodological approach, 2. the I#Wd&conomic Forum Competitiveness
methodological approach, 3. the World Bank methogickl approach, 4. the Heritage Foundation
methodological approach and 5. The Business Scluwwothe World (INSEAD) Global Talent
Competitiveness methodological approach.

Through the methodological approach of the Eurdi#02ZZompetitiveness Index, the report
of EU evaluates the extent to which the 28 EU mengbantries and EU candidate countries have
in place the institutions, policies and services rtake Europe a smart, inclusive and
environmentally sustainable society. The Europeami@ission created a strategy entitled ,Europe
2020 -EU Strategy for Smart, Sustainable and Imau§&srowth”, which marks the significant
elements of the program. Europe has identified gemerators to increase growth and create jobs.
These areas are addressed by Europa 2020 flagshigtives. The top three priorities are
(European Commission, 2010): “1) Smart growth: ecoic development based on knowledge and
innovation; 2) Sustainable growth: promoting a tgee efficient, greener and more competitive
economy and 3) Inclusive growth: providing a highptoyment economy delivering economic,
social and territorial cohesion.”

According to Europe 2020 Competitiveness methodotdgramework the smart growth
sub-index aims to evaluate the addition to whicliopean are developing economies relied on
knowledge, talent and innovation. It is constructéd4 pillars related to different principles of
ability to create smart economies in European Uriied 2020 Competitiveness Report, 2014,
pp.8): enterprise environment, digital agenda, vative Europe, education and training. The
inclusive growth sub-index captures the magnitude/tich all individual members of society can
provide to and gain from economic growth in Europhis is included through two pillars, one
evaluating the labour market and employment comakti and the other evaluating social inclusion.
The sustainable growth sub-index is made up ofplher, evaluating the magnitude to which the
natural surrounding is contributing to competitigeg and the preservation of a pollution-free
surrounding. The assesment of competitiveness ioeuis calculated by using quantitative data.
Total scores for every economy are estimated azighted averages of the individual scores from
the seven pillars. The scores and rankings of thiatcies covered by the EU 20@@mpetitiveness
Report are derived from a database including 148ires. Total scores are conferred on a scale
from 1 to 7, where higher values display strongeoaplishment.

The World Economic Forum (WEF) establishes its cetiipeness analysis on the Global
Competitiveness Index (GCI), which incorporates raeconomic and macroeconomic basics of
national competitiveness. WEF Competitiveness Indeadculates 12 various pillars of
competitiveness. Basic preconditions are criticalfactor driven economy. Efficiency enhancers~g
are important for efficiency driven economies. Bagf innovation and business sophistication aréN
crucial for innovation driven economy. Pillars aligided into 3 sub-indicators. The first group of %
pillars are important for economies in the factoiveh stage. The second group of pillars are -
relevant for efficiency driven stage. The third gpoof pillars are crucial for innovation and
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business sophistication stage. The percentagebdistd to every indicator presents weight that
belongs to appropriate pillar category. EstimatdrGCl is situated on scores collection, from the
first to the last pillar group by application propeeights. The selection of indicators can be
sensible. Candidate indicators are diagnosed addcabdeas suggested by theory. The Index
model created by WEF needs the compatibility ofpproannual data for countries covered by
survey. Every individual indicator is certified Isyatistically significant relationship to GDP per

capita adjusted by puchrasing power parity (Pated. 2008).

In extension to the WEF, the World Badé&clares Reports on Ease of doing business, which
target to classify economies by the quality of hass environment as pillar of competitiveness.
The Doing Business (DBglata are collected by the questionnaire that admgissiness study to
guarantee comparisons across economies. The daisigelss index (DBI) considers value of
indicator values in many fields (WB, 2014): 1) $itag a business, 2) Dealing with construction
permits, 3) Getting electricity, 4) Registeringperty, 5) Getting credit; 6) Protecting investatk,
Paying taxes; 8) Trading across borders; 9) Emigrciontracts; 10) Closing a business. Index of
Economic Freedom created by Heritage Foundation),(ldfésents detailed examination of the
institutional climate and economic development. Wldheories deal with various economic
development basis and causes, but HF methodolggyfies that: the economies with enormous
economic freedom posses higher economic growthtinate economies with low level of economic
freedom. IEF includes an average of 10 particuteedoms in following fields (HF, 2014):
business, trade, monetary, government, fiscal,gtgpights, investment, financial, corruption and
labor.

The 2014 INSEAD (The Business School for the WofBipbal Talent Competitiveness
methodological approach (GTCI report) aims attentmthe talent growth in improving economies'
competitiveness. The GTCI (the Global Talent Comipeness Index) offers an approach to talent
competitiveness issues and generates three maoaios: 1) The talent competitiveness input sub-
index is constructed of 4 pillars. It explains picies, assets and exertions that economy can pai
talent to raise competitiveness. Enablers (Pillafatuse the range to which the political and
economic surroundings conceive a convenient clin@atdevelop and prosper talent. The other 3
pillars explain 3 ranges of talent competitivenessaining respectively on what economies are
doing to Attract, Grow and Retain talent (pillars3-2). The Input Sub-Index is the arithmetic
average of the scores calculated on those 4 pilkdr§he talent competitiveness output sub-index.
This sub-index aims to evaluate the quality ofribli@ a economy that results from the policies,
resources and achievements evaluated in the Inphbtirfslex. It is composed of two pillars,
describing the current situation of a selected engnin terms of ,labour and vocational skills* LV
skills (Pillar 5) and ,Global Knowledge Skills* Gkskills (Pillar 6). 3) The global talent
Competitiveness index. This is the overall inded encalculated as the direct arithmetic average of
the scores obtained on each of the six pillarsagnptl above. For businesses as well as for national
economies, talent has become the core currencgropetitiveness. The GTCI 2014 confirms the
strong correlation between economic performance thedcombination of vocational and global
knowledge skills available locally.
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5. Evaluation Results: Analysis Between Post-Transitimand Transition
Economies

Analysis of indicators of competitiveness in sedectransition economies is based on a
comparison of results obtained by the applicatibdistinctive methodologies and the established
correlation between selected positions among c@snttoncerning numerous competitiveness
studies and analytical indicators. Comparison ghpetitiveness indicators was implemented by

subordinate data and Spearman’s correlation cesiticin the analysis shown in table 2, which

examines the classification of selected transiaod post-transition economies according to EU
2020 competitiveness surveys for 2014, the beskedneconomies are the post-transition
economies (Estonia, Slovenia and Lithuania). Coegbao them, Turkey and Macedonia are the
worst ranked. According to GCI for 2014, the bemtked economies are: i) Estonia as post-
transition economy and ii) Iceland as transitiooremmy. The best ranked economy according to

DB indicators for 2014 is Iceland. Compared to thé&&H and Albania are the worst ranked.
According to IEF indicators for 2014, the best reghkeconomy is Estonia while B&H is the worst
ranked. The best ranked economy is Iceland, aaugtdi GTCI indicators for 2014, while Romania

is the worst ranked.

Table 2: Classification of selected transition anghosttransition economies by
application of distinctive competitiveness methodolgies and GDP PPP per capita for 2014.

Post-transition
economies
Estonia
Slovenia
Lithuania
Czech Republic
Latvia

Poland
SlovakRepublic
Croatia
Hungary
Bulgaria
Romania
Transition
economies
Iceland

B&H

Albania

Turkey
Macedonia

Legend: EU 2020 CI -The Europe 2020 Competitivemedsx, GCI - Global Competitiveness Index, DBI -
Doing Business Index, IEF - Index of Economic Ea®, GTCI — Global Talent Competitiveness Index
SourceCalculation is based on data announced by the EBaro@ommission, World Economic Forum, World
Bank, Heritage Foundation, INSEAD and nationabaets database for 2014.
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Additional analysis will show the connotation oetbharacteristics of the understanding of
examination competitiveness studies, which are dlyoaised to constitute the indicators of
competitiveness of assorted international insbngi The interdependence of classification
according to distinctive studies (European CommigssWorld Economic Forum, World Bank,
Heritage Foundation and INSEAD) and hard statiktindicator (GDP PPP per capita) as a
expansive scope of economic growth, is shown inlelf&y as represented by Spearman’s rank
correlation coefficient. The data was accomplistenparative analysis of competitiveness
indicators was implemented via the SPSS 20 stalsbftware package.

Table 3: Spearman’s correlation coefficient for analyzed competitiveness indicators for
the presented post-transition and transition economes

EU 2020| GCI DBI IEF | GTCI GDP
Cl PPP pc
1,00( 264 264 ,345  ,4971 ,5521
EU2020CI ) ,36q ,353 ,227 ,101 ,041
14 14 14 14 12 14
264 1,00q ,473 ,811* ,615% ,304
GClI ,364 ) ,08q ,00q ,039 ,284
14 14 14 14 12 14
,264 473 1,00Q ,705* 6131 ,5521
DBI ,353 ,088 ) ,004 ,034 ,0279
14 14 14 1€ 12 14
Spearman's rha
,344 ,811*{ ,705* 1,00 ,650% ,434
IEF 2271 ,00q ,004 ) ,023 ,094
14 14 14 1€ 12 14
491 6154 ,6134 ,650% 1,00( ,832**
GTCI ,101 ,03 ,034 ,027 ) ,001
12 12 12 12 12 12
,552* ,305 | ,552* | ,432 |,832**| 1,000
SF?IEpc ,041 ,288 | ,027 | ,094 | ,001 .
14 14 16 16 12 16

Source: calculations by author.

Conducted analysis of Spearman’s rank correlatomfficient contributes to feedback to the
inquiry which methodological approach of compettiess assessment demonstrates the prosperity
of the national economy and competitiveness ofyaeal post-transition and transition economies
in the most reliable way. Positive interrelatiomshibetween the IEF and GCI indicators
accompanying by a coefficient of 0,811, has reconurd that accomplishing greater rank of
competitiveness rely upon on economic freedom Isecatine country with the tremendous
economic freedom have a higher quota of econonuw/lyr than countries with inferior economic
freedom. Rank interdependence is pronounced betv&E@GI competitiveness indicators and g
indicators of economic growth (GDP PPP per cap&eg¢ompanying by a correlation coefficient ofN@
0,832. The level of competitiveness of selected-prassition and transition economies analyzed in &
terms of different methodological approaches, iattis that methodological approach developed byD‘

INSEAD greatly correspond with the existing positiof economic growth, illustrated by great
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interrelation between the GTCI competitivenessdattirs and the GDP PPP per capita as a reliable
measure of economic growth.

6. Conclusion

The analysis based on overall competiess indicators deliver information about the
macroeconomic and microeconomic surroundings thadte business occasions for promoting
competitiveness of transition economies. Assorteggsitions can be stressed from the analysis of
Spearman’s rank correlation coefficient for thesgrged economies’ analyzed indicators:

- There is important interrelationship between theCG&Tnd GDP PPP per capita
articulated by a strong positive interrelation @28

- Interaction is evident between IEF and GCI, accamay by correlation coefficient of
0,811, which symbolize a very strong positive datien between these indicators.
Positive correlation between the Index of Econoffieedom and the Doing Business
index has indicated that competitiveness depenen@sonomic freedom.

- Between the indicators of Heritage Foundation (IBRY DB indices is presented a
positive correlation (0,705). Positive interactidoetween the Index of Economic
Freedom and the Doing Business index has indictitatl Heritage Foundation uses
particular indicators of the Doing Business whichkes them responsive to the identical
difficulties.

Evidently the post transition countries' lectureshiarmonized countries with dissimilar
economic and political circumstances are benefitcighiding the EU expansion process and the
reunification of the new representative countrietd iEuropean Union. These lectures are also
helpful for adaptation to the necessities and despwf globalization. The role of using suitable
policy models will increase in the line of buildimgvironment for reconstructing competitiveness,
sustainable development and economic growth of Ehk candidate countries. Choosing the
appropriate policy depends on determining the caisthe lack of competitiveness. However,
methodological approach for evaluating competitesmndeveloped by The Business School for the
World (INSEAD) assurance to expose new observdtitm the elements of competitiveness. The
ambition of the Global Talent Competitiveness Ind&xo be an tool for sustained prosperity and
connecting talent to economic development and drowthe GTCI is device to encaurage
cooperation between government, business and academmunity, international associations and
ordinary citizens. In this multiple surrounding, ig understandable that talent competitiveness
prosperity will require united efforts of governmiebusiness and educational groups. Total Factor
Productivity methodological approach to growth asdg gives new insights into drivers of
economic growth concerning the sectoral origin ethnological growth in an economy.
Additionally, with this TFP methodology, it can hesessed the importance of domestic as well as
international relations within an economy, betwa&ansition and post-transition economies.
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Abstract

As the successor of the failed League of NatidreslUnited Nations was established at the end of
World War |l to ensure International Peace and Si#guand promote Human Rights and
Development amongst other imperatives. The UN iadé@ by a Secretary-General who
supervises the operations of the International igation. There has been a significant
correlation between the qualities and roles of ebdldh Secretary-General and achieving these UN
Core. The disorderly state of the Internationalt8gs and the actuality that states are driven by
their national interests make this job one of thesindifficult on earth. This paper critically
examines the requisite role of the UN Secretarye®ann addressing United Nations’ pressing
internal and external challenges. Despite the dralles and failures of the UN since 1945,
significant achievements have been made espediatiije areas of Human Rights Promotion,
Refugees Management, Gender Equality, Peacekeeplagyerty Eradication, Trade
Liberalization, Securing Debt Relief, Facilitatingransitional Justice, Conflict Mediation,
Combating Diseases and Managing the Effects andptatian of Climate Change. The UN
Secretaries-General have played greater roles ie gnogress made in these areas through
shaping the Global Agenda and constantly hammesimgnd lobbying the world about assorted
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Considering the Multiple and Pressing Challenges thnited Nations Faces Today, what is the
Proper Role of the Secretary-General as Top Intéomal Public Servant?

key concerns. Through their roles many Treaties{dtols and Institutions have been established
to address various global concerns. The qualitied eoles of UN Secretaries-General since 1945
were critically analyzed, bringing out the corretat between these qualities and roles, and their
achievements — overall achievements of the UN. fiustrations of UN Secretaries-General
especially those necessitated by the UN Securityn€ibs internal politics were also brought to
light. The needful qualities and qualifications af UN Secretary-General were critically
highlighted, dissected, pairing them with past &sses and failures. Some of these qualities
range from qualities of Resilience, Moral Couragad the personality to coax the most powerful
world leaders towards an agreement, Impartialitygréuasive Powers and Charm, to Wisdom.
This work is segmented into the Cold War and Padtt@Var Eras Secretaries-General, the UN
Challenges and the achievements and failures afethéN Chiefs. Finally, is the analysis of the
present challenges of the UN and what are requimédhe coming UN Secretary-General in
addressing them, as Ban leaves next year.

1. Introduction — The UN and Roles of Secretaries-Gemal

The United Nations (UN) is an International Orgaian, designed to promote
international peace, security, development, humghts; protect of the environment; and
provide humanitarian aid in times of cataclysmsaBlsshed in 1945, after World War I, the
UN replaced the bootless League of Nations in ordemprevent another such conflict.
Headquartered in New York, the UN currently has t@8nber states; and six principal organs:
the General Assembly (UNGA), the Security CoundiNGC), the Economic and Social Council
(ECOSOC), the Secretariat, the International Cafirjustice (ICJ), and the United Nations
Trusteeship Council. The UN System agencies incthdeWorld Food Programme, the United
Nations Educational, Cultural and Scientific Orgation (UNESCO), the United Nations
Children Emergency Fund (UNICEF), the World Banlo@y, the World Health Organization
etc. The UN won the Nobel Peace Prize in 2001,samde of its officers and agencies have also
been awarded the prize.

The UN Secretary-General (UNSG) is perceptively st difficult position on earth
because of the pressures from member states, grelimg divisions amongst major powers in
the UNSC, and the relentless intellectual and miaysiemands. Because of the open-ended
nature of the role of the UNSG, each of them inttspthe role differently. The UNSG heads the
UN Secretariat as a top diplomat; and is also gokesperson of the organization. Article 97 of
Chapter XV of the UN Charter asserts that the Sawgr&seneral shall be the "Chief
Administrative Officer" of the UN, but does not cheterize their specific roles. Ideas about the
roles of the UN Chief are further stated in Artgel@8 through 100, as the officer in all meetings
of the six principal organs except the ICJ, andlgfeaform other functions obligated to him by
these organs. According to Article 99, the UNSGasponsible of notifying the UNSC on
matters which "in his opinion may threaten the nemance of international peace and

1 Kennedy, Paul (4 September 2007). The Parlianfedian: The Past, Present, and Future of the Utaiions. New York:
Random House. ISBN 0375703411.

Page2 3 2



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development

2016, 5(10): 231-240

security;2 and could work behind the scenes to facilitatewisions if the members of the

council are unwilling to discuss such matters. 8ih@45, the UN has had 8 Secretaries-General:

Trygvie Lie, Dag Hammarskjold, U Thant, Kurt Waldine Javier Perez de Cuellar, Boutros
Boutros Ghali, Kofi Annan and Ban Ki-moon (the @nt). These men have spoken out and
played important roles on global issues to varidegrees. The UNSG must also “uphold the
values and moral authority of the UN, and speakautdor peace, even at the risk, from time to
time, of challenging or disagreeing with those séneenber Statess"

The assets of the UNSG include his personal dipliens&ill, his staff, and the centrality
of the UN in International Diplomacy. A UNSG shouldve outstanding conflict prevention,
negotiation, mediation and resolution skills esplion polarized International Issues; should
have a deep exposure to International Relationsetssand should have been outstanding in an
important national, regional or international lestigp capacity. The UNSG should also have the
authority and personality to wheedle the most ptwerorld leaders towards a consensus.
Furthermore, the UNSG is supposed to be indepenuhepartial and must have integrity. These
are necessary to prevent international disputes &osing, going apocalyptic or spreading. The
UNSG also attends consultations with world leadg®yernment officials, and others; and
travels worldwide in other to be in touch with thepulations of the Organization's Member
States and inform them about the vast array ofes®f international concern that are on the
Organization's agendaEvery year, the UNSG issues a report on the wdrkhe UN that
appraises its activities and outlines future ptiesis Additionally, Secretaries-General serve for
renewable five-year terms and their recommendasosubject to the veto of any of the five
permanent Members of the UNSC. The UNSG’s selegirocess customary norms include the
rotation of the position within five regions of thwrld, and that the position holder may not be a
citizen of any of the Security Council's five permeat members. Most Secretaries-General
have been agreeable candidates from middle pow#rsww little prior fame.

2. During Cold War

The UN mission to preserve world peace and subsiigues effectiveness were deeply
guestioned in its early decades by the Cold Wawden the US and Soviet Union and their

2 UN Charter, Article 99

3 Simon Chesterman (ed), Secretary or General? Th&é&tretary-General in World Politics (Cambridgan®ridge University
Press, 2007).

4"Role of the Secretary-General", The United Natitvebsite
5 http://www.un.org/sg/sg_role.shtml
6 lbid

7 "Kofi Annan: Job at a Glance". PBS. Educationad®fcasting Corporation.
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respective allies. Because of this, the hands ofesaries-General within this period were tied
and they could not achieve so much despite thewarkable personalities, qualifications and
outstanding diplomatic skills. During this era, thH role in International Relations wasn’t quite
clear and was deeply undermined by the power pslibf the West and East. There were so
many proxy wars within this era, and UN role in g@eving international security was an
abysmal to the extent that another World War wasoat kicked off. During this era, UN was
able to intervene in conflicts distant from the €oVarg Between 1946 and 1952, Trygve Lie
was the UNSG. He came to the position with outstapdhediation and diplomatic skills, and
qualifications (former Norwegian Minister of Foraid\ffairs etc). He was instrumental in the
intervention of UN Armed Forces in the Korean Wdrieh resulted in the subsequent refusal of
the Soviet Union to recognize him as the Secre@ageral. He also supported and influenced
the establishment of Israel in 1947 following Pafess partition; and Indonesia. His passionate
support and bias for Israel made him pass secié@aryiand diplomatic information to Israeli
officials which were very shameful to the positiohlevertheless, he influenced the withdrawal
of Soviet forces in Iran and a ceasefire to thdatiigg in Kashmir. His critics point out his
failures to facilitate negotiation in the Berlind8kade and have criticized him for his arrogance
and stubbornness — very pejorative qualities fergbsition. He would end up presiding over a
long list of diplomatic failures, tarnishing the UMage, and accomplishing very lite. Trygve
Lie subsequently called the job “the most diffigalb in the world” a phrase iterated by most of
hisseven successors; and he resigned.

With great diplomatic skill, qualifications, techeratic competence and moral authority,
Dag Hammarskjold became the UNSG between 1953 @it dnd helped in mediating the Suez
Canal Dispute (1956) after the first UN Peacekegpiorce was established to end the Suez
Crisis. He was often praised as one of the UN rafisttive Secretaries-General and made the
position at 47. However, the UN under his lead@rdhiled to intervene against the USSR's
simultaneous invasion of Hungary following the ctyys revolutiomi1 His resilience made him
to refuse to give in to Soviet pressure to resifgawas responsible for organizing of the first and
second UN international conference on the peacesfes of atomic energy in Geneva (1955 and
1958). Under him, new methodologies were implengatehe UN, including the establishment
of a UN “presence” in various conflicts around therld. In 1960, the UN deployed United
Nations Operation in the Congo (UNOC), to bringasrtb the Congo crisi2 While travelling
to meet with rebel leader Moise Tshombe duringdieflict, he died in a plane crash; months

8 Meisler, Stanley (October 1995). United Nationke First Fifty Years. New York: Atlantic Monthly &ss. ISBN 978-
0871136169. p. 35

9 Hilde Henriksen Waage (2011). "The Winner Takds Fhe 1949 Island of Rhodes Armistice Negotiati®evisited". Middle
East Journal 65 (2): 279-304. doi:10.3751/65.2.15.

10Ki-Moon, Ban; MacAskill, Ewen (22 July 2010). "Rjsiet grows over performance of Ban Ki-moon, Uhtigisible man™.
The Guardian (London).

1 Meisler, Stanley (October 1995). United Nationke First Fifty Years. New York: Atlantic Monthly &ss. ISBN 978-
0871136169. p. 114
12 bid, pp. 115-134
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later he was posthumously awarded the Nobel Pegoe RIS President John F. Kennedy called
Hammarskjold "the greatest statesman of our cehtary

U Thant succeeded Dag, and was the UNSG from 196372 as a top diplomat. In
1964, he deployed the United Nations PeacekeepargeFin Cyprus - the longest-running
peacekeeping mission. He helped to diffuse the €tiasile Crisis and in ending the Civil War
in the Congo. He influenced the establishment & N Development Programme, UN
University, UNCTAD, UNITAR, and the UN EnvironmehtBrogramme. From 1972 to 1981,
Kurt Waldiem was the UNSG and came to the posiisran outstanding diplomat and former
Ambassador of Austria. During his first three yedrs visited areas of special concern to the
United Nations including South Africa, Namibia, Gyp, Syria, Lebanon, Israel, Egypt, and
Jordan. In 1980, he unsuccessfully failed to ne¢@tihe release of the American hostages held
in Tehrama4 Javier Perez de Cuellar (1982 — 1991) came t@dsé&ion as a top diplomat and
mediator. He led mediations between Britain andeftoa in the aftermath of the Falklands
War. He helped in promoting the efforts of the Gaiara Group to bring peace and stability to
Central America. He also interceded in the negotiatfor the independence of Namibia and the
conflict in Western Sahara between Morocco andPtblesario Front. In 1986, he presided over
an international arbitration committee that ruledtbe Rainbow Warrior incident between New
Zealand and France. Under him, the UN shiftedrésqecupation to economic development and
cultural exchanges Javier Perez de Cuellar also facilitated a netjotiaof a ceasefire to end the
Irag-lran War.

3. Post Cold War

Post Cold War, UN roles in the world have increginbeen around: promoting
Democracy, Good Governance, Human Rights, Transpar@nd Accountability - Civil Society
and Media Liberties all around the world - Liberalg International Trade and Increasing
Private Sector Participation in National, Regioaatl International Economies — Securing Debt
Relief and Giving Foreign Aid to her developing nens through her institutions -
Humanitarian Interventions to prevent gross Humah® Abuses - Collective Security Efforts
- Combating Terrorism — Peacekeeping - Refugeesalftament - Non-Proliferation - and
Mediation in Wars — Fighting Poverty, InequalitydaDiseases and Mainstreaming Gender
Equality — Combating Climate Change. To addresthalie, Post Cold War Secretaries-General
have helped in influencing mild achievements in tmafsthese. The UN institutions like the
International Criminal Court (ICC), United NatiokBiman Rights Council (UNHRC), United
Nations Framework Convention on Climate Change (ONE); World Trade Organization

B Linnér S (2007). "Dag Hammarskjold and the Conggi; 1960-61" (PDF). Uppsala University. p. Page
14 |sraeli-Ugandan Relations in the Time of Idi Anbip Arye Oded, Jewish Political Studies Review 18:#-all 2006)

15 Meisler, Stanley (October 1995). United Nationke First Fifty Years. New York: Atlantic Monthly &s. ISBN 978-
0871136169. p. 286
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(WTO), the United Nations Office on Drugs and Cri(ttODC) - Global Policies and Treaties
like the Kyoto Protocol, Millennium Development G®dMDGSs), Sustainable Development
Goals (SDGs); and Principles like the Responsybilit Protect (R2P) — were all established to
address a lot of global challenges through maimdyiéaderships of UN Secretaries-General.
Boutros Boutros Ghali of Egypt became the UNSGd82land was there till 1996. He made the
position after being the Foreign Affairs MinistdrBgypt and as a scholar of International Law
and Affairs. During his time, he focused on the MelEast, the bureaucratic reorganization of
the UN Secretariat and the increasing economidcbgiween North and South. UN also failed in
Srebrenica (the massacasd inRwandan (the genocide) while he was the UNSG. In 1992, he submitted
An Agenda for Peace, a suggestion for how the UNIdaespond to violent conflict.
Subsequently, he could not muster support in thefd@Nnhtervention in the continuing Angolan
Civil War. Some scholars believed he was respoaddyl an escalation of the Somalia crisis. His
reputation became mixed in the larger controversies the role of the United States in the UN.

The United States would subsequently veto a setemal for Boutros-Ghali and he was
not re-appointed. This brought in the ability oUAISG to be in good terms with the US as a
major quality for the position as Secretaries-Gahetork more closely with the US than any
other UNSC Member State, and needs relationshittshwith government officials as well as

Members of Congress who play an enormous role OiXefunding issues. His successor
Kofi Annan (1997 - 2006) through advocacy; bealtiflijplomatic and managerial skills;
persuasive powers and charm; wisdom, practicalliggace and charisma; moral authority; and
having being with the organization ended up as @inthe best Secretaries-General ever. He
helped in reshaping the image of the UN, in raidiiy reputation and in integrating the Civil
Society and Private Sector into UN works. He repmésd the clear qualities of an efficient
Secretary-General in leading the UN amidst all glahallenges. He shared a Nobel Peace Prize
with the UN for his efforts in revitalizing the UWed Nations in 2000. On assuming office, he
introduced new management mechanisms through thblisbment of a cabinet-style body to
assist him and be grouping the UN activities. Heonluced the establishment of the position of
Deputy Secretary-General, a 10 percent reductioposts, and a reduction in administrative
costs. Annan was deeply involved in supporting tthasition from military to civilian rule in
Nigeria in 1998. In 1999, he supported the effofté€ast Timor to secure independence from
Indonesia. In 2000, he was responsible for cengysrael's withdrawal from Lebanon. In 2006,
he led talks in New York between the Camerooniad Higerian presidents which led to a
settlement of the dispute between the two countves the Bakassi peninsula.

He came in during the escalation of the AIDS epideamd issued a “Call to Action”
proposing the establishment of a Global AIDS andltheFund. He influenced the shaping of
UN Agenda towards respect for human rights leadiogthe establishment of UNHRC,
democracy, equality and poverty reduction. He sedaWe the People: the Role of the UN in

the 21st Century, a report that was geared towangdsoving the lives of the poor in the new O

millennium which led to the establishment of thelléfinium Development Goals (MDGS).
MDGs had 8 goals that were geared toward reducunggdr, poverty, child mortality, and

[5)
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increasing literacy level. He achieved his stream§ the UN Agenda through influencing the
float of UN Offices in every of its member states Blso facilitated the repatriation of more than
900 international civil servants and citizens of 3féen countries from Iraq and led the first
United Nations team negotiating with Iraq on thée s& oil to fund purchases of humanitarian
aid. His moral courage made him to challenge thelevimternational community through his

General Assembly speech in 1999 to confront thdlesiges of genocide, atrocity crimes, and
humanitarian intervention which led to the instiint of R2P. Later on during US Invasion in

Irag, he called the Invasion illegal based on lméional Law. He clearly rejected Unilateralism
and that Use of Force must be through UNSC reswmlufAs a visionary Kofi Annan set a lot of

Global Agendas and established clear prioritiesnar's oratorical brilliance and advocacies
made the organization seem slightly less depreshimg it otherwise would have in its darkest
hours. Annan was also considered an activist, "‘dvarbderator” — style Secretary-General.

4. Current Challenges of the UN and the UNSG’s Efforts

Currently, the UN pressing challenges range froenititernal ones of lack of Democracy
in the UNSC Permanent Membership and ReformingQhganization for efficiency and pro-
activity TO the external ones of Achieving the SGidsthe MDGs were mildly achieved - the
Syrian Crisis - Combating Terrorism — the Ukrain{ansis - the Israeli and Palestinian Crisis -
Refugees Crisis - Unilateralism — Global Econommtbalance - Nuclear Proliferation — the
Unending Crisis in the Middle East and North Amarie Poverty - the Reinstitution of Arms
Race amongst the super powers — and Climate change.

On entering office in 2007, the current UNSG, Bannitbon refused to condemn the
death penalty imposed on Saddam Hussein by theHigh Tribunal. This position contradicted
the long-standing UN opposition to the death pgnak a human-rights concersi.He has
received strong criticism from the UN Office of émhal Oversight Services (OlOS), which
affirmed that the Secretariat under his leadersiap "drifting into irrelevancelz On entering
office, Ban identified global warming as one of tmajor issues of his administration. On 1
March 2007 in a speech before the UNGA, Ban emphddiis concerns about global warming.
In 2008, he criticized Israel for planning to buildusing units in a West Bank settlement, saying
the decision conflicts with "Israel's obligationdan the road map" for Middle East peaedn
2011 when the Libyan Civil War began, Ban’'s atmtand public statements that year were
dominated by the War. He lobbied for peaceful sohg to the crisis. He spoke out against

16 Julia Preston (3 January 2007). "New U.N. Chigftes Controversy by Declining to Oppose Husseiedggion". The New
York Times.

17Arrhenius End of Assignment Report" (PDF). ForeRplicy. 14 June 2010.

18"U.N. blasts Israel for West Bank housing expamgitan”. CNN. 10 March 2008. Archived from the ani on 14 March
2008.
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military action in Libya, believing that a diploni@atsolution would be possible and preferable.
However, he gave up that if the then leader Muam@edldafi refused to abide by a cease fire
agreement, the international coalition of militéoyces would have no choice but to intervene to
protect the civilian population in LibymAfter his re-appointment for his second term inuamg
2012, Ban has focused his public statements anechpe on peace and equality in the Middle
East and on equality issues. Throughout 2012, Ipeesged his concern about the continuing
Israeli-Palestinian conflict, in particular the daion of the Palestinian hunger strikers in Israel
prisongo and the movement restrictions imposed on Gaza &tgidentg1 During a speech at
the UN headquarters commemorating Human Rights Bag, condemned countries with anti-
gay laws, mentioning 76 countries that criminallmmosexuality. On Syria, Ban has been
organizing and moderating the Geneva Il Conferend®an’s challenges and failures have been
the issues of increasing terrorism practices, tNefailure in Syria and Ukraine; and the inability
of the UN under his leadership to effectively resmhdo the Refugees Crisis and instabilities
(products of US’s Unilateralism and imposing therms on other states) in the Middle East.

5. Post Ban'’s Leadership and the Necessaries of TheX UNSG

As Ban Ki-moon leaves next year and in addres$iadN internal and external pressing
challenges above, the next UNSG must have thetgsalof Resilience - Moral Courage -
Practical Intelligence - Diplomatic, Mediation amdanagerial Skills - A deep exposure to
International Relations Issues — The authority pesonality to coax the most powerful world
leaders towards an agreement — Independence - tladipar- Integrity - Qualifications for the
job (should have shown exemplary leadership throogfasurable high capacity leadership
performances) - Technocratic Competence - Persaigsowers and Charm — Wisdom —
Charisma — should be Unbiased — and should beiandiy. With most of these qualities, the
UNSG can play the roles of addressing the currkettad) challenges through: being able to shape
the UN Agenda — Bringing Issues to focus and GlaritMediate and Arbitrate to prevent
conflicts or bring an end to them — Check the Higindedness of Super Powers - and bringing to
the attention of UNSC, any issue that is a thredtternational Security.

19"Ban Ki-Moon: | am willing to take any measures fmiman rights". The Christian Science MonitorN&rch 2011.
20"Concerned at plight of Palestinian hunger stak&an urges solution without delay". United Nasioh8 October 2011.
2% Christian Ultsch (27 November 2012). "UN chiefeniewed on religious tolerance, Gaza, Palestistatus". Die Presse.

22Syria Geneva |l peace talks witness bitter exgeah 22 January 2014,
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6. Conclusion

Preoccupations of Secretaries-General during tHd @ar were mainly decolonization
and conflict resolution. And previous UN Chiefsatigh their mediation skills played enormous
roles. Previous Secretaries-General have ran thetlublugh identifying global problems,
forming a technical team to discuss them, comingvitp Treaties or Agreements to make them
part of International Law, setting up Institutiofgr implementation and supervising the
implementation. Through their efforts as the fatéhe UN especially since the end of the Cold
War, there have been more institutional mechanismaddressing global challenges like:
poverty, hunger, illiteracy, diseases, Climate geargross human rights abuses, militarization,
and terrorism. The needfulness of the UN in marg@iobal Challenges is increasingly quite
important and the UN effectiveness in doing this beeat correlation with the personalities and
roles of its Secretaries-General. The UN interrfallenges in this New World Order also
include Unilateralism of super powers and theimiliy to come to consensus when they are
needed most like the current example of Syria s Thiwhere the role of the UNSG is highly
needed. The veto power system of the UNSC has retidéN powerless in very important
interventions to save human lives from atrocitied en making very important decisions and this
has really incapacitated the UNSG. To make UN ggorand be able respond to this world’s
current security and socio-economic realities, WiNSC’s permanent membership structure has
to be changed to reflect the current power strectdrthe world. This will also help to increase
the efficiency of the UNSG.
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Abstract

This paper looks at the effects of historical tramtdicy reforms and other determinants in South
Africa over the period 1995-2012. We discovered theer the reported period, the demand for
imports in South Africa had been increasing witlyanfew downturns in between. South Africa’s
merchandise imports are dominated by manufactumgubits; and they accounted for more than
half of the total merchandise imports over the régub period. One of the key contributors towards
the improved performance of imports in South Africtne trade liberalization policy.

Keywords: South Africa, Imports, trade policy reforms

1. Introduction

South Africa’s transition into a democratic dispatien has so far yielded positive results,
and this is evident in the country’s improved eauoiw performance and its progress in re-
integrating its activities into the global economealm. The country’s economy has become more
open, more productive, and more outward-orientéattéfs and Stern, 2007). Its economic growth <3+
measured by real gross domestic product (real GiePkapita increased from R27.9 billion in O
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1994 to R37.4 billion in 2012 (See IMF, 2013). Emnual average real GDP growth rate doubled
from 1.4% over the period 1980-1993 to 3.3% overgériod 1994-2012 (IDC, 2013).

This evolution was followed by a number of stratedgievelopment policies. Trade
liberalization, amongst other policies, underwerg\aew. The trade liberalization policy entailed
rapid tariff liberalization, as agreed to under @eneral Agreement on Tariffs and Trade (GATT)
in 1994; and this was implemented in 1995 underatispices of the World Trade Organization
(Rangasamy and Harmse, 2005). Bienen (1990, cit&disi, 2002) defined this, as the relaxation
or elimination of tariffs, and the removal of ddti@nd/or quotas on exports; the alteration in non-
tariff barriers, such as import quotas and quantgarestrictions; changes in licensing, and the
direct allocation of foreign exchange, as wellrathie specific regulations for products.

The country’s accession to the WTO, the negotiatiba free trade agreement with the
EU, and discussions over a SADC free trade ardaativiely marked the growing contribution of
trade to the prospects and prosperity of the ecgrdewis, 2001).

Subsequent to this adjustment, international tra@outh Africa has become one of the essential
settings for economic growth. Total trade accoufte@ share of more than 50% of the country’s
gross domestic product over the period 1995-20NQUADSTAT, 2013). Also, the opening up
of the economy has encouraged South Africa to itjpoeign products and services, in order to
meet the domestic demand. Import penetration als@ased from 22% in 1995 to 30% in 2012
(UNCTADSTAT, 2013). In the early 2000s, the contitibn of South Africa’s trade balance
moved from a surplus to a deficit — with importentribution to growth growing to more than
25%. The available literature for South Africa pols an analysis on the extent to which South
Africa’s exports and total trade responded to tihactural changes in the country’s transition to
democracy. This can be seen in the work by Lewd®12 and Edwards and Alves (2005).

However, (to our knowledge) no study has done eotigh analysis of the adjustments in
imports particularly before and since democracys Plaper provides an outline of South Africa’s
import structure and trends in the performancengdarts, taking into account the effect of the
historical, current trade policy reforms and thieef of other factors over the period 2012. The
rest of the paper is divided into four sectionstea 2 gives a brief overview of South Africa’s
historical and current trade policy reforms, foagsmainly on the imports side of trade. Section
3 covers the structure, the trends in imports tveperiod 1995-2012; while section 4 concludes
the study.

2. Trade policy reforms in South Africa before and sirce 1994

Apartheid policies started losing backing in thelyed980s. Before this period, the
country’s trade regime had been characterised bgsskve protection built around high tariffs,

formula duties, import surcharges, and direct adsiiKusi, 2002). Moreover, South Africa's trade ¢\
policy was primarily focused on import substitutiovhich was intended to induce manufacturing z

in the domestic market.
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When the import substitution policy failed to preduthe intended results, the country
started moving towards export promotion in theye2880s (see Edwards and Schoer, 2001). As
Cassim (2003) noted, during this period more effgas put into improving conditions for
exporters in terms of liberalisation; and less ivaisig done to encourage imports.

Between the early 1980s and late 2012, the coulitegted more of its effort towards reducing

trade restrictions. For example, in 1983 it stad#dy reducing the value of imports subject to

guantitative restrictions. This led to imbalanaeshe country’s balance of payments, which had
negative effects on the trade liberalisation precés an attempt to curb this, import surcharges
were introduced by GATT.

Following this, in 1985 import surcharges were @ased again from 10% to 60% (see
Kusi, 2009 and Edwards, 2006). In 1988, differdrdtacharge rates were introduced on selected
types of goods. This coincided with the increasapplied ad valorem and formula duties (Bell
1997 cited in Edwards, 2006).

In 1990 the country started moving towards libsgtlon; and this was followed by the
removal of import surcharges. By 1992, the sharnenpbrts affected by quantitative restrictions
had been reduced to less than 15% of tariff liSestors that were still highly restricted by that
time included the agricultural sector, food bevesgubber and tobacco and clothing (see GATT
1993, cited in Jonsson and Subramanian, 2000 Bdd/ards, 2006).

Coinciding with the democratic elections in 199%e tountry continued to adopt more
liberal policies, which resulted in the eliminatiohthe quantitative restrictions on imports. This
led to a significant improvement in the countryigports; as it encouraged the country to access
the foreign markets, in order to meet its dometimand. In the same year, the country committed
to promoting import controls. This was replicatadhe implementation of the General Agreement
on Tariffs and Trade (GATT). As articulated in Edds (2006), in the WTO (1998), and in
Jonsson and Subramanian (2000), the main purposesobffer was to: Reduce the number of
tariff lines from over 13000 to the six level digy 15% in the first year, and by 30% in 1999; to
bind 98 per cent of all the tariff lines at theranised system eight digit level, as opposed to 18%
before the round; and to replace all quantitatésgrictions and formula duties with ad valorem
tariff.

Since the period between 1992 and 1995, the cobasyeen able to reduce both the total
number of its tariff lines and the numbemnaoin-ad valorentariffs. In addition, it has had all import
surcharges abolished. The year 1995 was also magk#ée country’s entry into the World Trade
Organisation (WTO, 1998, and Edwards, 2006).

In 1996, the country formulated a new Tariff Ra#iigation Process (TRP), which
included a complete restructuring of the incentyigen to trade, industry and agriculture (Holden
and Casale, 2000). This included: The reductidanif lines and peaks; the conversion of formula
and specific duties tad valorenrates; the introduction of a duty-free subsidyifoports with no
substitute; the introduction of a maximum of 3@%b valoremrates on final products, 20% on
intermediate goods, and 10% on primary goods (seekls, 2006).
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1996 was marked by the adoption of the Southernc&ir Development Community
(SADC) free-trade protocol. In terms of imports firotocol emphasised the elimination of import
duties and the phasing out of quantitative restmst on imports of goods from SADC member
countries (see Sadcstan, 1996). Following thid9®7 the number of tariff lines carrying formula
duties was reduced from 1900 in 1993 to 28 in 12®d the number of product lines facing
specific tariffs was reduced from 500 to 227 (Jonsand Subramanian, 2000).

In 1999, the country signed the Trade, Developmami Co-operation Agreement
(TDCA), which involved South Africa and the Europdadnion. In terms of trade, this agreement
contained a free trade agreement, which allowstSafiica to import goods from the EU at a
zero tariff rate.

The period 2000-2008 witnessed the implementatiothe® TDCA and the SADC Free
Trade Protocol. This was followed by the introdmictof a new institutional structure through the
Southern African Customs Union (SACU) and the aatlation of a preferential trade agreement
between MERCOSUR members (Argentina, Brazil, Paggund Uruguay) and SACU country
members (Botswana, Lesotho, Namibia, South AfmmaSwaziland). Further, in the same period,
the free trade agreement between the (SACU) andpan Free Trade Association (EFTA) was
signed.

This agreement was intended to improve the tradmads, and to lay a foundation for a
further engagement between the two above-mentiBaeties with regard to intellectual property,
investment, trade in services and public procurerfeRTA, 2008). In 2008, the SACU signed a
Trade, Investment and Development Co-operative é&gent (TIDCA) with the United States of
America (see SACU, 2008).

This was followed by the negotiations on the TriparFree Trade Area between SADC,
the EAC and the COMESA member countries. Accordm@OMESA-EAC-SADC-Tripartite

(2008), this was meant to establish a larger mavkiet a single economic space. Furthermore, in

the same year, the country entered BRICS (SoutitafChina, India, Russia and Brazil). Table
1 below provides a summary of the country’s impetéted trade policy reforms in a
chronological order, covering the period 1983-2012.

Table 1: The chronology of South Africa’s import pdicy reforms

Year Policy reform
1983 * Reduction of the value of imports subject to guatitie restriction from 77%
to 23%.

» Decrease in real exchange rate

* Relaxation of imports permits by Switching fromasijtive list to a negativ
list.

1985 * Introduction of 10% imports surcharges

* Increase in imports surcharge from 10% to 60%

1%}
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1988 » Deferential surcharge rates introduced on Luxurpdgo(60%), Capita||
goods(10%), Motor Vehicle(20%) and Intermediate dg§t0%)
respectively

1990 * Imports surcharges reduced on Luxury goods, Cagaatls, Motor Vehicle
and Intermediate goods

1994 » Imports surcharges on Capital and Intermediatelgogere abolished

1994 * Quantitative restrictions were converted to tariffs

1995 * The remaining imports surcharges were abolished

1994-1997 * Imports controls on agricultural products were reatb

1996 e The new tariff rationalisation process was formexkat

* The SADC protocol was signed

1999 « The SA-EU Trade, Development and Co-operation Agese (TDCA)
signed

2000 * Implementation of the SADC Free Trade Protocol

e Implementation of the SA-EU Trade, Development &bd-operation
Agreement (TDCA)

2002 « Commencement of the SACU agreement

2004 » The preferential Trade Agreement between MERCOSIRSACU signed

2006 * The EFTA-SACU agreement Signed

2008 e The SACU-USA Trade, Development and Co-operationreAment
(TIDCA) signed

e Commandment on the SADC-EAC-COMESA Tripartite Frade Area

2011 » Joined the BRICS

* Signing of the SADC-EAC-COMESA Tripartite Free Tealrea

Source: Kusi (2009), Edwards (2006), Jonsson andrénanian (2000), WTO (1998), DTI
(2015). SACU (2008), EAC-SADC-Tripartite (2008),

Since the introduction of democracy, South Afriea hontinued to establish strategic trade

partnerships with both developing and developedtt@s. These include: Bilateral, Unilateral,
intra-regional and inter-regional trade agreemeMsst significantly, after democracy, the

country entered into three main bilateral tradecagrents: the Development and Co-operation

Agreement (TDCA); the SADC free trade agreement; thie Southern African Customs Union.

The nature and terms of these arrangements andraiweagreements are summarised in Table 2

below.
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Table 2: Summary of major import-related agreementsbetween South Africa and other

countries
Agreement Countries involved Terms of the agreemén
Customs union | South Africa, BotswanaDuty free trade of goods with a common extetnal
Lesotho Namibia andtariff on goods entering any of the countries from
Swaziland outside the Southern African Customs
Union(SACU)
Free Tradg 12 SADC  Member 85% duty-free trade which must be achieved by
Agreement State$ 2008. 15% of trade will be liberalized from 2009
to 2012 when SADC region accomplishes the
status of a complete FTA with almost all tariff
lines traded duty free.
Free Trade South Africa and the South Africa has agreed to liberalised 86% its
Agreement European Union (EU) | duties on certain Products originating from the
EU by 2012.
Free Trade SACU and the Europeanrariff reductions on selected goods
Agreement Free Trade Association
(EFTA) -Iceland,
Liechtenstein,  Norway
and Switzerland
Bilateral South Africa and Preferential rates of duty, rebates and quotas on
Preferential Zimbabwe certain goods traded between the two countrjes
Trade
Agreement
Bilateral South Africa and US Provides a bilateral forumtfog two countries
agreement to address issues of interest, including AGOA,
TIDCA, trade and investment promotion, non-
tariff barriers, SPS, infrastructure and others
Trade freef EFTA States and theReduction of tariffs on certain products. These
Agreement SACU States includes industrial and agricultural goods
Preferential SACU, Brazil, ParaguayReduction of tariffs on selected goods before
trade agreementand Uruguay 2012
between SACU
and  Southern
Common
Market

Source: Departments of trade and industry (2018y Author’'s compilation

! (Botswana, Lesotho, Madagascar, Malawi, Mauritius, Mozambique, Namibia, South Africa, Swaziland, Tanzania,
Zambia and Zimbabwe)
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3. The structure and performance of South Africa’s imyorts

In terms of Trade, South Africa forms one of thp & countries, which makes it one of
the top contributors to the world’'s trade. Accoglio the profile report from the World Trade
Organization (2014), in 2003, the country rankedr8&rms of Merchandise imports, and 30 in
terms of service imports; while it ranked 40 imterof merchandise exports, and 47 in terms of
service exports. Table 3, below depicts the trem@&outh Africa’s trade and trade balance.

Table 3: Trends in trade and trade balance

YEAR |Imports in billion$ [Exports In billion$ [Trade balance in billion $ |Imports growth rate in % |SA's imports as a % of the world's imports
1995 33.4 34.4 1 0.00% 0.50%
1996 33.3 35.5 2.2 -0.20% 0.50%
1997 34.9 36.6 1.7 4.60% 0.50%
1998 32.9 34.6 1.7 -5.70% 0.50%
1999 30.3 33.7 3.5 -7.90% 0.40%
2000 33.1 37 3.9 9.20% 0.40%
2001 31 35.9 4.9 -6.10% 0.40%
2002 32.5 36.8 4.2 4.80% 0.40%
2003 43.3 47.1 3.8 33.20% 0.50%
2004 58.8 58.1 -0.7 35.90% 0.50%
2005 68.7 67.6 -1.1 16.70% 0.50%
2006 84.3 78 -6.2 22.70% 0.60%
2007 98.1 90.3 -7.8 16.40% 0.60%
2008 107.5 98.9 -8.6 9.70% 0.60%
2009 80.8 78.6 -2.3 -24.80% 0.50%
2010 101.5 104 2.5 25.60% 0.50%
2011 121.7 123.8 2.2 19.80% 0.60%
2012 121.7 114.4 -7.2 0.00% 0.60%

Source; UNCTADSTAT database (2013), and Authorspdation

In the early years of the post-apartheid era (12®@3), South Africa had been recording
positive trade balance (see, Table 3). The sitnat@nged in 2004, when the country experienced
a rise in household consumption and public seafoastructural investment; and this led to a rise
in the demand for imports (see, IDC 2013). Betw28A7 and 2009, the country’s domestic
production was severely affected by the globalssios, which also contributed to the country’s
trade deficit over the last 9 years of the repopedod, with the exception of 2010 and 2011 (see
Stytler and Powell, 2010).

The rise in imports followed the Free Trade Agreen{ETA) between South Africa and
the EU, which was implemented in 2000. The ratgrath imports had been increasing over the
years had been fluctuating between a negative 208@nd a positive 35% rate. This trend started
to decline in 1995 — from a positive 24% to a niegab% in 2001. This was followed by a rapid
increase in imports by 36% in 2004. In 2012, thenty’s imports increased by a mere 0.01% -
from $121.66 billion to $121.67 billion.

As mentioned before, the country appears to baertdp-50 list in terms of trade in the
world; however, its share of imports in the worlthsal imports is not very significant. As Table
2 shows, over the reported period, the countrytgrdaution to the World's imports remained very (g
low — ranging between 0.5% and 0.7%. Between 1883801, it showed a negative trend. While %
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in the period between 2002 and 2007, it showedeadst increase from 0.4% in 2002, to
approximately 0.6% in 2007.

In 2008, it slumped again; but this is not veryzung, given the fact that the South African
trade performance suffered during the economi@srs 2007, 2008 and 2009. Over the years,
the trends in South Africa’s imports mirror thends in the world’s importsUNCTADSTAT,
2013).Furthermore, the country’s imports had been chrangi the same direction over the years
under review; with the exception of 1996 and 1988en South Africa’s imports slumped; while
the world’s imports increased.

a. South Africa’s major import sources in the world

South Africa trades with both developing and depetb countries in the world. In terms of
imports, its major partners are primarily the depeld countries. The top 8 import sources for the
country include: Germany, the United States, théddnKingdom, China, Japan, Angola, Saudi
Arabia and China. Figure 1 below presents the caitipa of South Africa’s imports, according
to the major import sources over the period 1995220

Figure 1: Annual average share of import products g major import origins

= China

Germany

= Japan

= LK

= US

= lran

= Angola

Saudi Arabia

Source: UNCTADSTAT database, and Author’'s compitati

A large portion of South Africa’s imports were soed from Germany. As shown in Figure
1, Germany accounts for an average of 24 % of SAfrtba’s imports over the years. However,
the share of imports from Germany has been fluictgatver the years, from 14% in 1995 to 8%
in 2012 (UNCTADSTAT, 2013). In 2009, Germany wasaken by China; and since 2006,
China has been the second largest source of impoi$®uth Africa after Germany and overtaking
the United States of America.

Currently, China ranks number 1 in terms of SA'sirm@made partners, followed by
Germany, which ranks number 2, and the United StaftéAmerica (US) at number 3. The high
performance of these countries in terms of thepoets to South Africa has also been boosted by
the strong partnership that South Africa has eistadadl with them.
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South Africa’s import commaodities account for agkar (more than 80%) share of South
Africa’s total imports (UNCTADSTAT, 2013). Furtheore, data from UNCTADSTAT, 2013
show that the country’s merchandise imports hawnlgrowing faster than its import services
over the years. Table 4 presents the annual tri@nidslividual imported products, as a share of
South Africa’s total merchandise imports from therhd.
Table 4: South Africa’s imported products as a % ofthe total products in 1995-2012

PRODUCT 1995 1996 1997 [1998 [1999 [2000 [2001 2002 [2003 [2004 [2005 [2006 2007 2008 [2009 |2010 [2011 2012 |Annual Average

Live animals other than animals of division 03 0.0%| 0.0%| 0.0%| 0.0%| 0.0% 0.1% 0.1%| 01%| 0.1%| 0.1%| 0.1%| 0.1%| 0.1%| 0.1%| 0.1% 0.1%| 0.1%| 0.1% 0.1%|
Meat and meat preparations 0.3%| 0.3%| 03%| 03%| 03% 04%| 04%| 03%| 04%| 05%| 0.7%| 0.6%| 0.6%| 0.4%| 0.6% 05%| 0.7%| 0.6% 0.5%|
Dairy products and birds' eggs 0.1%| 0.1%| 01%| 0.1%| 0.1% 0.2%| 0.1%| 01%| 0.1%| 0.1%| 0.1%| 0.1%| 02%| 0.1%| 0.1% 0.1%| 0.1%| 0.2% 0.1%|
Fish, molluscs and pi ions thereof 0.2%| 0.2%| 02%| 02%| 02% 0.3% 03%| 02%| 03% 03% 03% 03%| 03% 03% 05% 04%| 0.4%| 0.4% 0.3%|
Cereals and cereal preparations 11%| 11%| 11%| 11%| 12%| 12%| 1.0%| 1.8%| 1.2%| 13%| 11%| 09%| 1.2%| 1.2%| 14%| 1.0%| 1.3%| 1.2%| 1.2%|
and fruits 0.3%| 0.3%| 03% 03%| 03% 0.3% 03%| 03%| 04%) 03% 03% 04%| 04%| 0.6%) 05% 04%| 0.5%| 05% 0.4%|

Sugar, sugar preparations and honey 0.1%| 0.1%| 01%| 0.1%| 01% 0.2%| 03%| 0.1%| 04%| 03%| 02%| 02%| 03%| 0.2%| 03% 02% 0.2%| 0.2% 0.2%|
Coffee, tea, cocoa, spices, and manufactures thereof 0.3%| 03%| 03%| 03%| 03% 0.3%| 03%| 03% 0.3%| 03%| 03%| 03% 03% 0.3% 0.3% 04%| 0.4%| 0.4% 0.3%|
Feedstuff for animals unmilled cereals) 0.5%| 05%| 05%| 05%| 05% 04%| 06%| 05% 04%| 05% 03% 04%| 04%| 05%) 0.6% 0.6% 0.5%| 0.6% 0.5%|
Miscellaneous edible products and preparations 0.3%| 03%| 03%| 03% 03% 04%| 05%| 03%| 03% 02%| 03% 03%| 03% 0.3% 03% 03% 0.3% 0.3% 0.3%|
Beverages 0.4%| 04%| 04%| 04%| 04% 0.4%| 05%| 05%| 05%) 05%| 05% 05%| 06% 0.6%) 0.9% 06% 0.5%| 05% 0.5%]
Tobacco and tobacco manufactures 0.2%| 0.2%| 02%| 02%| 0.2% 0.3%| 03%| 03% 03% 03% 02% 02%| 02% 02%| 0.3% 03% 0.3%| 0.3% 0.3%|
Hides, skins and furskins, raw 0.1%| 0.1%| 0.1%| 0.1%| 01% 0.1%| 0.1%| 0.1%| 0.1%| 0.1%| 0.0%| 0.0%| 0.0%| 0.0%| 0.0% 0.0%| 0.0%| 0.0% 0.1%|
Oil seeds and oleaginous fruits 0.1%| 0.1%| 01%| 0.1%| 0.1% 0.2%| 0.1%| 01%| 0.1%| 0.1%| 0.0%| 00%| 0.1%| 0.0%| 0.1% 0.1%| 0.0%| 0.0% 0.1%|
Crude rubber (including synthetic and reclaimed) 0.2%| 0.2%| 02%| 02%| 0.3% 0.2%| 0.2%| 03%| 03%| 0.3% 02% 02%| 03% 0.3%| 0.2% 04% 0.3%| 0.3% 0.3%|
Cork and wood 0.3%| 0.3%| 03%| 03% 03% 0.3% 03%| 03%| 03% 03% 03% 02%| 02% 02%| 0.1% 02% 0.1%| 0.1% 0.2%|
Pulp and waste paper 0.1%| 0.1%| 01%| 0.1%| 0.1% 0.3%| 0.1%| 01%| 0.1%| 0.1%| 0.1%| 02%| 0.1%| 0.1%| 0.1% 0.1%| 0.1%| 0.1% 0.1%|
Textiles fibres and their wastes 04%| 04%| 04%| 04%| 05% 0.5%| 05%| 06%| 05% 05% 03% 02%| 02% 0.2%| 02% 02% 0.2%| 0.2% 0.4%|
Crude fertilizers other than division 56, and crude minerals 0.3%| 03%| 03%| 03%| 03%| 0.3%| 03%| 03%[ 0.3%| 0.2%| 03%| 0.2% 0.2% 0.5% 0.3% 0.2%| 0.3%| 0.2% 0.3%|
Is ores and metal scrap 13%| 13%| 13%| 1.2%| 13%| 0.9%| 08%| 1.1%| 1.3%| 1.1%| 11%| 13%| 1.6%| 1.5%| 0.9%| 1.0%| 0.9%| 0.8% 1.1%|

Crude animal and vegetable materials 0.2%| 0.2%| 02%| 02%| 02% 0.2%| 02%| 02%| 02%| 02%| 02%| 02%| 02% 0.2%| 02% 02% 0.2%| 0.2% 0.2%|
Coal, coke and briquettes 0.5%| 05%| 05%| 05%| 0.5% 04%| 0.6%| 05%| 05%) 0.5% 04%| 05%| 03%| 0.8%| 04% 0.7%| 0.5%| 0.4% 0.5%|
Petroleum, p products and related materials 13.6%| 13.5%| 13.6%| 13.7%| 13.3%| 12.8%| 11.4%| 10.8%| 10.8%| 12.8%| 12.7%| 17.1%| 15.8%| 20.1%| 18.7%| 17.0%| 17.7%| 20.5% 14.8%|
Gas, natural and manufactured 0.0%| 0.0%| 0.0%| 0.0%| 0.0% 0.0% 00%| 00%| 00% 0.0% 01%| 0.1%| 02%| 0.1%| 0.2% 0.2%| 0.3%| 0.5% 0.1%|
Electric current 0.0%| 0.0%| 0.0%| 0.0%| 0.0% 0.0%| 0.1%| 02%| 0.1%| 0.1%| 0.1%| 0.1%| 02%| 0.2%| 0.3% 03% 0.3%| 0.2% 0.1%|
Animal oils and fats 0.0%| 0.0%| 0.0%| 0.0%| 0.0% 0.0%| 00%| 0.1%| 0.1%| 0.0%| 0.0% 0.0%| 0.0% 0.0%| 0.0% 0.0% 0.0%| 0.0% 0.0%|
Fixed vegetable oils and fats, crude, refined or fractionated 0.5%| 05%| 0.5%| 05%| 0.5%| 0.4%| 0.6%| 0.6%[ 0.7%| 0.7%| 0.5%| 0.5%| 0.8%| 0.7%| 0.6%| 0.8%| 0.9%| 0.9% 0.6%|
Processed Animal and vegetable oils and fats 0.1%| 0.1%| 01%| 0.1%| 0.1% 0.1%| 0.1%| 02%| 0.1%| 0.1%| 0.1%| 0.1%| 0.1%| 0.1%| 0.1% 0.1%| 0.1%| 0.1% 0.1%|
Organic chemicals 2.2%| 22%| 22%| 22%| 22%| 2.0%| 20%| 21%| 19%| 1.7%| 16%| 14%| 14%| 15%| 1.5% 16%| 15%| 15% 1.8%|
Inorganic chemicals 0.8%| 0.8%| 09%| 0.8%| 0.8% 0.8% 08%| 08%| 0.7% 0.6%| 06% 0.6%| 06% 1.0%| 0.7% 0.8%| 0.9%| 0.8% 0.8%|
Dyeing, tanning and colouring materials 0.7%| 0.7%| 07%| 0.7%| 0.7%| 0.6%| 0.7%| 0.7%| 0.7%| 0.6%| 05%| 05%| 05%| 0.4%| 0.5% 05%| 0.4%| 0.4% 0‘6761
Medicinal and pharmaceutical products 2.6%| 26%| 25%| 26%| 25% 2.4%| 27%| 24%| 24%| 21%| 22%| 22%| 23%| 2.1%| 2.6%| 26%| 2.2%| 22% 2_4%|
Essential oils for perfume materials and cleaning preparations 0.7%| 0.7%| 0.7%| 0.7%| 0.7%| 0.8%| 0.8%| 08%| 0.7%| 1.3%| 0.7%| 0.6%| 09%| 0.6%| 0.8% 0.7%| 0.8%| 0.7% 0.8%|
Fertilizers other than group 272 0.4%| 04%| 04%| 04%| 05% 04%| 03%| 05% 03%) 05% 04%| 04%| 05%| 0.8%) 04% 05% 0.7%| 0.6%) 0.5%|
Plastics in primary forms 16%| 16%| 1.6%| 1.6%| 16%| 15%| 14%| 1.6%| 1.3%| 15%| 14%| 13%| 14%| 1.1%| 13%| 14%| 1.2%| 1.2%| 1.4%|
Plastics in non-primary forms 0.7%| 0.7%| 07%| 0.7%| 0.7%| 0.6%| 0.7%| 0.7%| 0.6%) 0.6%| 06% 06%| 06% 0.6%) 0.6% 06% 0.6%| 0.6% 0.6%|
Chemical materials and products, n.e.s. 19%| 19%| 1.9%| 1.9%| 1.9%| 1.8%| 18%| 19%| 1.7%| 15%| 16%| 13%| 15%| 1.5%| 1.6%| 15%| 1.4%| 1.5% 1.7%|
Leather, leather manufactures and dressed furskins 0.3%| 0.3%| 0.3%| 03%| 0.3% 0.3%| 03%| 0.3%[ 0.2%| 0.2%| 0.2%| 0.2%| 0.2%| 0.1%| 0.1% 0.1%| 0.1%| 0.1% 0.2%|
Rubber manufactures, 0.9%| 0.9%| 10%[ 09%| 0.9% 1.0%| 1.0%| 10%|[ 11%| 0.9%| 1.0%| 09%| 11%| 0.9%| 1.0%| 1.1%| 1.1%| 1.1% 1.0%|
Cork and wood manufactures (excluding furniture) 0.3%| 0.3%| 03%| 03% 03% 03% 03%| 04%| 04%| 03%| 03% 03%| 03% 0.3%| 02% 02% 0.2%| 0.2% 0.3%|
Paper and paper manufactures 13%| 13%| 13%| 13%| 13%| 13%| 13%| 13%| 1.3%| 1.1%| 11%| 11%| 1.1%| 1.0%| 12%| 1.1%| 1.0%| 1.0% 1.2%|
Textile yamn and related products 2.1%| 21%| 21%[ 21%| 2.0%| 2.4%| 24%| 24%| 22%| 2.0%| 1.7%| 16%| 14%| 13%| 1.7% 16%| 15%| 15% 1.9%|
Non metallic mineral manufactures, 31%| 3.1%| 32%| 3.1%| 31% 3.0%| 24%| 35%| 31%| 2.7%| 25%| 25%| 23%| 2.3%| 2.0% 23%| 2.0%| 22% 2.7%]
Iron and steel 12%| 12%| 12%| 12%| 12%| 11%| 12%| 1.1%| 1.3%| 14%| 15%| 16%| 19%| 1.7%| 1.6%| 16%| 1.7%| 1.6%| 1.4%|
Non-ferrous metals 0.9%| 0.9%| 09%| 09%| 0.9% 1.4%| 09%| 10%[ 11%| 1.0%| 09%| 12%| 12%| 0.8%| 0.7%| 1.0%| 1.0%| 1.0% 1.0%|
Manufactures of metal, 18%| 1.8%| 1.8%| 1.8%| 1.9%| 1.9%| 2.0%| 21%| 20%| 20%| 19%| 18%| 1.8%| 1.9%| 1.9%| 19%| 2.0%| 1.9%| 1.9%|
Power generating machinery and equipment 20%| 2.0%| 20%|[ 2.0%| 21%| 2.5%| 26%| 29%| 3.0%| 2.8%| 27%| 3.0%| 26%| 3.1%| 2.7% 26%| 2.6%| 25% 2.5%]
Specialised machinery 4.6%| 46%| 46%| 46%| 4.7% 4.1%| 44%| 48%| 47% 44%| 43%| 41%| 50% 4.8%| 3.7% 33% 4.1%| 4.3% 4.4%|
Metal working machinery 0.8%| 08%| 08%| 0.7%| 08% 0.7%| 07%| 07%| 08% 0.7%| 06% 0.7%| 06%| 0.6%| 0.6% 05% 0.5%| 05% 0.7%]
Other industrial machinery and parts 52%| 52%| 51%| 52%| 53% 4.8%| 51%| 53%| 54%| 4.7%| 47%| 48%| 4.8%| 4.6%| 4.9% 44%| 45%| 4.4% 4.9%|
Office machines and automatic data processing machines 44%| 44%| 44%| 44%| 44%| 4.6%| 45%| 4.0%| 43%| 4.2%| 41%| 38%| 33% 2.9%| 35%| 35%| 3.0%| 2.7% 3.9%|
Telecommunication and sound recording apparatus 6.5%| 65%| 6.6%| 65%| 64% 63% 57%| 56%| 46% 51%| 55%| 51%| 44%| 3.9%| 45% 47%| 4.2%| 3.8% 5.3%|
Electrical machinery, and appliances 48%| 48%| 4.8%| 4.8%| 4.7%| 48%| 47%| 45%| 46%| 42%| 42%| 41%| 41%| 4.2%| 4.7%| 43%| 3.9%| 3.8% 4.5%|
Road vehicles 5.8%| 58%| 57%| 58%| 6.0% 7.8% 88%| 9.1%| 10.0%| 10.9%| 13.1%| 12.1%| 12.4%| 9.0%| 8.2%| 9.9%| 10.0%| 9.8% 8.9%|
Other transport equipment 3.3%| 33%| 3.1%| 34%| 33% 3.1%| 37%| 27%| 38%| 3.8%| 3.0%| 15%| 15%| 1.8%| 1.3% 17%| 1.7%| 12% 2.6%|
P i buildings, sanitary, heating and lighting fixtures 0.2%| 0.2%| 02%| 02%| 0.2% 0.2%| 02%| 0.1%| 0.1%| 0.1%| 02%| 0.2%| 02%| 0.2%| 0.2% 02% 0.2%| 0.3% 0.2%|
Fumiture and parts thereof 04%| 04%| 04%| 04%| 05% 04%| 05%| 05%| 05%) 05%| 06% 06%| 07% 05% 0.7% 06%| 0.6%| 0.8% 0.5%|
Travel goods, handbags, etc. 0.1%| 0.1%| 0.1%| 0.1%| 0.1% 0.2%| 0.2%| 02%| 02%| 0.2%| 0.2%| 0.2%| 02%| 0.2%| 0.3% 0.3%| 0.3%| 0.3% 0.2%|
Articles of apparel & clothing accessories 0.8%| 0.8%| 08%| 08% 08% 1.3%| 13%| 12%| 17%| 1.7%| 18%| 21%| 18%| 15%| 22%| 22%| 2.0%| 2.0% 1.5%|
Footwear 0.8%| 08%| 08%| 08% 0.7% 0.9% 08%| 0.7%| 08% 0.8% 08% 07%| 07% 0.6%| 1.0% 0.9%| 0.9%| 1.0% 0.8%|
Professional and scientific 2.3%| 23%| 23%[ 23%| 23%| 2.0%| 22%| 23%| 21%| 2.0%| 2.0%| 1.9%| 17%| 1.7%| 1.9%| 17%| 1.7%| 16% 2.0%|
Photo apparatus, optical goods, watches and clocks 0.9%| 0.9%| 09%| 09%| 0.9% 0.9% 08%| 08% 0.7%) 0.6%| 05% 04%| 04%| 0.4%| 05% 04%| 0.4%| 0.4% 0.6%|
Coin (other than gold coin), not being legal tender 0.0%| 0.0%| 0.0%| 0.0%| 0.0% 0.0% 00%| 00%| 0.0% 0.0% 0.0% 0.0%| 0.0% 0.0%) 0.0% 0.0% 0.0%| 0.0% 0.0%|
Gold, non-monetary (excluding gold ores and concentrates) 0.0%| 0.0%| 0.0%| 00%| 0.0% 05% 06%| 03% 02% 04%| 12%| 12%| 10%| 2.1%| 23% 3.1%| 3.4%| 3.9% 1.1%|

Source; UNCTADSTAT database, 2013, and the Autbonspilation
Over the reported period, Petroleum, petroleum yctedand related materials (14.8%),
specialised machinery (4.9%), other industrial nr@aty and parts (5.3%), Telecommunication

and sound-recording apparatus (4.5), in additionrdad vehicles (8.9%) were the major °)

contributors to the country’s total merchandiseontg (see Table 4).
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Most of these products, with the exception of Retnm, petroleum products and related
materials, are categorised as capital goods. ttoremendable to have a country’s imports
dominated by such products; since they would hapesdtive effect on production. Since 1995,
Machinery and Equipment goods have always accouiatechore than 50% of manufactured
goods imported by the country (UNCTADSTAT, 2013).

Figure 2: Annual average composition of South Afria’s imports, according to the major
product group

m All food items

1%

2%

B Agricultural raw materials
H Ores and metals
3% H Fuels

M Pearls, precious stones and non-
monetary gold

= Manufactured goods

Source: UNCTADSTAT database, 2013, and Author’piation

As Figure 2 depicts, South Africa’s merchandiseangpare dominated by manufactured
goods. These account for an annual average of ZEotle reported period. This has also been
the key driver of the rise in the country’s imppenetration since 1995. During the period 1994-
2002, import penetration in the manufacturing sewtnt up by 54% from 23.5% in 1994 to 35.8
in 2002 (Flatters and Stern, 2007).

Fuel (17%) appears to be the second-largest metideproduct, followed by All-food
items (6%). In addition, manufactured imports gréaster than the growth rate of total
merchandise imports. According to Fin 24 (2013 15.8% rise in South Africa’s imports in
2013 was driven by the capital goods procurement.

Figure 3, Average annual share of imports to totaService imports by service group in the
period 1995-2012
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Other services
28%

SourceUNCTADSTAT database 2013, and authors' compilation

Figure 3 provides the structure of South Africaigport services and their performance
over the period 1995-2012. Transport services atddoua larger portion of South Africa’s import
services. As Figure 3 shows, transport servicasetiservices, and other services, contribute 42%,
30% and 28%, respectively to South Africa’s totaport services. Relative to other forms of

services, travel services appear to have been oigafagter than the other services over the years.

This indicates that even though the country hasraparative advantage in exporting travel
services, it does import a significant portiontsftravel services from other countries; as they ar
essential for tourism. Transport services seenetthb slowest-growing service in this case.

Table 5: South Africa’s top 15 merchandise importas a % of the total product imports from
the world (annual average)

Top 15 Imports Commodities 1995-2012

Petroleum, petroleum products and related materials 14.80%
Organic chemicals 1.809%
Medicinal and pharmaceutical products 2.409%
Textile yarn and related products 1.9094
Non-metallic mineral manufactures, 2.70°%
Manufactures of metal, 1.90%
Power generating machinery and equipment 2]50%
Specialized machinery 4.4094
Other industrial machinery and parts 4.9094
Office machines and automatic data processing mashi 3.90%
Telecommunication and sound recording apparatus 24.30
Electrical machinery, apparatus and appliances 41.50%
Road vehicles 8.90%
Other transport equipment 2.60%
Professional and scientific instruments, 2.00%4

Source; UNCTADSTAT database, and Author’s compitati
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Table 5 shows that over the reported period, patral petroleum products and related
materials (14.8%) comprise the most imported comt@sdin the country, followed by road
vehicles (8.9%). On an annual basis, the contouti petroleum, petroleum products and related
materials appears to have ranked the highest geary(UNCTADSTAT, 2013)

As mentioned before, South Africa has establistoedidgn relations with both developing and
developed countries. The country’s top 8 major ihources are developed countries from
different continents.

Figure 4: Share of South Africa’s Imports by Contirent as a % of SA’s imports from the

world
60%

—&— Africa

50%
40%

—@— Eurpe
30% A

20% Americas

Imports share in %

10%

Asia

—t=——QOceania

Source: Quantec database (2013)

A larger percentage of South Africa’s imports cdineen Asian, European and American
countries (see Figure 4). Between 1995 and 200&peuwas the largest source of imports for
South Africa, with its share in South Africa’s imp®decreasing over the years — from 48% in
1995 —to 41% in 2005. In 2012, Europe’s shareautl$ Africa’s imports had decreased to 30%.
From 2006 to 2012, Europe was overtaken by Asiamaerts from Asia had been the growing
faster over the years; and Asia accounted for 422006 and 46% in 2012.

This was driven by South Africa’s improved tradéatiens with China. On an annual
average, Africa (5%) and Oceania (2%) remainedaivest exporters to South Africa.

At a regional level, the European Union (EU) was krgest source of South Africa’s
imports over the years. Data from UNCTADSTAT (20%Bpw that the annual average share of
imports from the EU was 37% over the period 19962@&nd 30% over the period 2004-2012.

According to the WTO (2009), the three EU counthase always been among the top six
sources of South Africa’s imports — with Germangdimg. Western Asia, North American Free
Trade Area and Eastern Asia also accounted fogrifisiant share of South Africa’s imports
compared with other regions.

b. South Africa’s import relations with the European Union (EU)

The largest foreign partnership that South Africteeed into after democracy was with the N
SA-EU agreement. It is, therefore, necessary tdoegghe nature (of) and the effect that this LNO
partnership had on the South African economy, fimgusiainly on the import side of such trade. %
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I. SA-EU trade arrangement

The SA-EU free trade agreement emanating from tredd, Development and Co-
operation Agreement was established in 1999, amdeimented in 2000. This agreement was
meant to promote the expansion and mutual libextédis of the bilateral trade between the two
parties. It was destined to last over a transitippaiod of 12 years at most. According to the FTA
terms, the agreement covers mainly agriculturatpets and industrial products. Furthermore,
South Africa is expected to progressively reduseoivn imports duties on different groups of
products at different rates over the years — sigftom the commencement date of the agreement.
By the year 2012, the country was expected to hibeealised 86% of its duties on products
originating from the EU.
Table 6: South Africa’s Trade balance with the EU

year Imports in billion $ |Exports in billion $ |Trade balance in billion {Imports Growth rate in %4SA's imports from the EU as a % of imports from the World
1995 12 10 0% 41%
1996 12 11 -1% 41%
1997 13 11 9% 41%
1998 12 10 -11% 41%
1999 11 10 -8% 41%
2000 11 12 -3% 40%
2001 11 12 1% 42%
2002 11 12 5% 43%
53% 44%
13% 41%
24% 39%
15% 35%
2% 36%
2008 33 26 14% 32%
2009 24 20 -27% 32%
2010 30 26 28% 31%
2011 39 26 -13 27% 31%
2012 36 20 -16 -7% 28%

Source: UNCTADSTAT database, and authors' compiiati

As Table 6 shows, over the years, with the excamifd@000, 2001, and 2002, the country
had been recording a negative trade balance, giggithat the country had been demanding more
imports than the value of those it actually exptotthe EU. In the early years of democracy, South
Africa’s Product imports from the EU fluctuated ween 5 billion US dollars and 15 billion US
dollars. However, in 2003, the country experienaecdpid increase by more than 50% of the
previous year’s product imports. This could be aseguence of the implementation of the Free
trade agreement between South Africa and the Earopaion in 2000.

In 2009, the country’s imports from the EU dropeastically by 27%; and this was also
caused by the 2008-2009 global recession. Telecanmation equipment and Motor vehicles for
the transport of persons appear to have been threamatributors to South Africa’s imports from
the EU member states over the reported period. Fatured goods still account for a larger
amount of South Africa’s imports from the EU.

2003 17 14
2004 20 18
2005 24 18
2006 28 19
2007 29 23

FS R N N N I T P S P D N )
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c. South Africa’s import relations with Africa
South Africa is the largest economy on the Africantinent; and it has put the continent
on the global economic map through its foreigntrefes with developed countries from other
continents, such as Europe, America and Asia. dnAtlican continent, South Africa appears to T
be the largest trade partner for numerous Africamtries and regions. This sub-section provides (\
a clear picture of the nature of South Africa’dlgaelations with Africa, focusing on imports.

e
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Table 7: South Africa’s merchandise trade African ontinent

year  |Imports in hillion $ Exports in bilion$  [Trade balance in bilion $ | Imports Growth rate in % [SA's total imports as a % of Africa’s total imports
1995 0.7 5.5 471 U] 21%
1996 0. 5. 5.01 1% 21%
1997 0.8 6.1p 5.28 5P 21%
1994 0.7 5.1B 442 -10p6 19%
1999 0.7 5.4 4.66 2% 18%
2004 13 4.68 3.7 8206 20%
2001 1.4 3.9 255 5P 18%
2002 15 437 241 M 18%
2003 2.4 5.0 2.4 60p6 20%
2004 34 6.1p 28 37 22%
2003 4.1 6.2p 217 2106 21%
2006 6.4 [ 0.55 56% 22%
2007 7.4 8.5p 1.06 166 20%
2009 10.31 10.66 0.35 38% 18%
2009 7. 10.3p 247 230 15%
2014 10.6! 15.53 4.8 35% 17%
2011 13.42 15.9 247 26% 17%
2012 15.6: 17.9 2.4 17% 16%

Source: UNCTADSTAT database, 2013

Table 7 shows that South Africa is a net expodehfrican countries. Over the reported
period (1995-2012), the country recorded a tradplgs with African countries. In terms of
imports, the country’s interaction with Africa wather weak during the early years of democracy
(1995-2001). However, as the country entered iradet agreements and reduced the barriers to
trade, the amount of imports coming from Africarted increasing from US$1.42 billion in 2001
to US$15.7 billion in 2012.

South Africa’s total imports mirror the trends ofriéa’s imports. The country contributed
a significant amount (more than 24%) to Africa’satamports from the world over the years. The
amount of South Africa’s imports from Africa haddoevery low relative to other continents. The
continent accounted for less than 10% of the Weridiports to South Africa. This is not very
shocking, given that South Africa is the largestiésn import source for African countries. Table
8 below shows the top 20 South Africa’s import prod from Africa

Table 8: Top 20 South Africa’s import products from Africa

Products "1995 1996 1997199871999 20002001 2002 2003 20042005 2006 2007 "2008 2009 2010 20112012 1995-2012
Meat and meat preparations 1%| 1%| 1%]| 1%| 1%| 1%| 2%| 1%]| 1%| 1%]| 2%| 1%| 1%]| 1%| 1%| 1%]| 1%]| 1% 1%
Sugar, sugar preparations and honey 0%| 0%]| 0%| 0%| 0%| 3%| 4%| 1%| 4%| 1%| 1%| 1%| 0%| 0%| 0%| 0%| 0%| 0% 1%
Coffee, tea, cocoa, spices, and manufactures thereof 4%)| 4%| 4%]| 4%| 4%| 2%| 2%| 2%| 2%| 1%| 1%| 1%| 1%]| 1%| 1%| 1%]| 0%]| 0% 2%
Beverages 0%| 0%| 0%| 0%| 0%| 1%| 3%| 1%| 2%| 2%| 1%| 1%| 1%| 0%| 2%| 1%| 1%| 0% 1%
Tobacco and tobacco manufactures 4%| 4%| 4%| 5%| 4%| 3%| 3%| 2%| 2%| 1%| 1%| 1%| 1%| 0%| 1%| 0%| 1%| 2% 2%
Cork and wood 3%| 3%)| 3%| 3%| 3%| 2%| 2%| 2%| 2%| 2%| 1%| 1%| 1%| 0%| 0%| 1%| 0%| 0% 2%
Textiles fibres and their wastes 6%| 6%| 6%| 6%| 6%| 4%| 4%| 5%| 4%| 4%| 2%| 1%| 1%| 1%| 1%| 1%| 1%| 1% 3%
Crude fertilizers other than division 56, and crude minerals 2%| 2%| 3%| 2%| 2%| 2%| 1%| 1%]| 1%| 1%]| 1%| 0%| 0%| 1%]| 1%| 0%| 0%| 0% 1%
Metalliferous ores and metal scrap 4%)| 4%| 4%| 3%| 5%)| 2%| 2%| 7%|10%| 7%| 7%| 7%| 9%| 8%| 4%| 5%| 4%| 3% 5%
Petroleum, petroleum products and related materials 39%| 39%|38%)| 39%)| 41%)|17%)| 20%| 28%| 26%|33%| 29%| 44%| 45%| 53%| 49%| 46%|45%)| 53% 38%
Electric current 1%| 1% 1%| 1%| 1%| 0%| 1%| 3%| 2%| 1%| 1%| 1%| 2%| 2%| 3%| 2%| 2%| 2% 2%
Textile yarn and related products 3%| 3%| 3%| 3%| 3%| 2%| 2%| 3%| 2%| 1%| 1%| 1%| 0%| 0%| 0%| 0%| 0%| 0% 1%
Non metallic mineral manufactures, n.e.s. 1%| 1%| 1%| 1%]| 1%| 2%| 1%| 5%]| 1%| 2%| 5%| 3%| 2%| 1%| 1%]| 2%| 1%| 1% 2%
Non-ferrous metals 3%| 3%| 3%| 3%| 3%)| 4%| 4%| 4%| 5%| 5%| 6%| 5%| 5%| 3%| 2%| 3%| 3%| 2% 4%
Manufactures of metal, n.e.s. 2%| 2%| 2%| 2%| 2%| 2%| 2%| 2%| 2%| 1%]| 1%| 1%| 0%| 0%| 0%| 1%| 1%| 1% 1%
Specialised machinery 2%| 2% 2%| 2%| 1%| 2%| 1%| 2%| 1%| 1%| 1%| 1%| 0%| 0%| 1%| 1%| 0%| 0% 1% ﬁ‘
Road vehicles 1%| 1%| 1%| 1%| 1%| 2%| 2%]| 3%| 4%| 2%| 2%| 0%| 0%| 0%| 1%| 0%| 0%| 0% 1%
Articles of apparel & clothing accessories 4%| 4%| 4%| 4%| 3%| 4%| 5%| 4%| 7%| 3%| 2%| 2%| 2%| 2%| 2%| 2%| 2%| 2% 3% m
Miscellaneous manufactured articles, n.e.s. 1%| 1%[ 1%| 1% 1%)| 4%)| 5%| 2%| 3%| 3%| 6%| 3%| 4%| 5%| 8%| 5%| 3%| 0% 3%
Gold, non-monetary (excluding gold ores and concentrates)] 0%| 0%| 0%| 0%| 0%| 7%| 8%| 3%| 3%| 5%)|16%| 13%| 10%| 11%| 12%| 20%| 22%| 20% 8% N@
Source; UNCTADSTAT database, 2013, and Authors'piiation 20
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Petroleum oils, oils from bitumen, materials, asllves crude, account for a larger
percentage of South Africa’s imports from Africas Aable 8 shows, these products accounted for
38%, 19% and 44% in 1995, 2001 and 2007, respégtire 2012, Petroleum oils, oils from
bitumen, materials and crude oil accounted for alnmalf of South Africa’s total imports from
Africa, followed by gold and non-monetary produetbjch accounted for 20%. Primary products
and manufactured goods account for a significaatesbf South Africa’s imports sourced from
other African countries.

Figure 5: Top 5 African sources for South Africa’simports by country (1995-2012)
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SourceUNCTADSTAT database

Over the period 1995-2012, the country’s main sesiaf African imports include Nigeria
(25.7%), Zimbabwe (16%), Namibia (7%), Zambia (6)84d Mozambique (5.2%) on annual
average (see Figure 5). Nigeria appears to beatigedt African country with imports for South
Africa over the reported period. The outstandingtabution from Nigeria can be attributed to the
bilateral relations that South Africa has with Nigedating back to the period of Apartheid.
Figure 6: Annual average total South African imports by African region
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South Africa’s trade relations in terms of impaoate at different levels across African regions.
Figure 6 shows that over the period 1995- 2012tdeag\frican countries accounted for a larger
percentage of Africa’s imports to South Africa. d\|lst is clear that the Northern African region
exports very little to South Africa.

3.3.1. South Africa’s import relations with African regional groupings

South Africa is a member of various regional grogpiin Africa and outside the African
continent. In the African continent, the countryaisnember of the Common Market for Eastern
and Southern Africa (COMESA) and the Southern A&imi©evelopment Community (SADC).
Figure 7: South Africa’s imports from COMESA and SADC
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Source; UNCTADSTAT database and Author’'s compilatio

The Southern African Development Community (SADEJaunts for a larger percentage
of South Africa’s imports from Africa when compareith other African regional groupings. On
an annual average over the period 1995-2012, SAd@Guated for 62% of imports from Africa
to South Africa; while those of COMESA accounted36%.

d. South Africa’s imports from the Southern African Development Community
(SADC) region

In 1994, South Africa joined the Southern Africavedlopment community; and it has since then
regarded the region as one of its major Africarirgas in terms of foreign relations. South Africa
is the largest economy in the region; and it h&ertathe lead in economic integration and
collaborative efforts for improving the economiek tbe member countries. Among those
economic areas where the country is one of tha-fiamers in the region is trade. It accounts for
a larger portion of the region’s total trade. Tadleelow provides a picture of the SADC imports
by member state over the period 1995-2012.
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Table 9: SADC imports by member states

Period 1995-2012

Member state Annual Average share [Value of annual average imports in MillionS$S
Angola 15.50% 18356
Botswana 3.20% 3838
Dem. Rep. of the Congo 3.70% 4316
Lesotho 1.30% 1545
Madagascar 1.30% 1523
Malawi 1.10% 1332
Mauritius 3.50% 4160
Mozambique 2.80% 3271
Namibia 2.70% 3181
Seychelles 0.40% 520
South Africa 54.00% 63765
Swaziland 1.60% 1902
United Republic of Tanzania 4.20% 4941
Zambia 2.60% 3029
Zimbabwe 2.10% 2440

Source: UNCTADSTAT database and authors' compiiatio

Over the period 1995-2012, South Africa accountedrfore than half (54%) of the SADC
total imports, followed by Angola (15.5%); while daho (1.3%), Madagascar (1.3%),
Malawi(1.1%) and Seychelles(0.4%) remained the &twentributors — each accounting for less
than 2% to the region’s total imports. South Afisclarge input to the region’s imports and total
trade can be attributed to its economic stateiveldd those of other SADC member countries,
and the trade arrangements that the country hasother non-SADC developed countries.

Figure 8: South Africa’s trade balance with the SALT region
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Since democracy, South Africa has constantly reembadtrade surplus from its trade with
other SADC countries (see Figure 8). Accordingaat8 Africa’s trade performance review from
SADC trade (2005), in 1999 and 2000 a larger pordbSouth Africa’s trade surplus with the
world came from the SADC region. Over the periofi85:2005 and 2010-2012 the gap between
imports and exports was very wide — with the valfiexports being almost three times the value
of South Africa’s imports from the SADC. The cowrgrintra-regional trade relations with other €\
SADC countries have been significantly weak over plast years, when compared to those of EP
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other regions. Among other factors causing thistlae barriers to trade between South Africa and
other SADC country members. However, strides haenltaken towards creating a strong intra-
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regional trade among the regional member countries.

For example, the country has established bilatesdle and unilateral agreements with some of
the SADC member states. This has also been sugpaytthe SADC trade protocol, which was

enforced in 2000.

Figure 9: South Africa’s merchandise imports from he SADC
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South Africa’s total imports from the world resemlsimilar trends as the total of SADC
imports (see Figure 9). As the main contributathearegion’s imports, a change in South Africa’s
performance in the area of imports could leaddaifcant adjustments to the imports from SADC.

Table 10: South Africa’s merchandise imports from he SADC region by member states

YEAR SA's imports product from the SADC by country in thousands ¢ Annual ave rage share in %6
Angola 824918.2 28.20%0
Botswana 2253544 7.70%
Zimbabwe 511872.4 17.50%0
Zambia 289333.8 9.90%0
Tanzania 81855.7 2.80%0
Swaziland 124546.7 4.30%0
Seychelles 2757 0.10%
Namibia 394307.2 13.50%6
Mozambiqudg] 292616.4 10.00%6
Mauritius 56506.4 1.90%
Malawi 69358.4 2.40%0
Madagascar] 14254.7 0.50%
Lesotho 335671 1.10%
D.R.Congo 5819.4 0.20%
SADC 2927068.Y 100%

Source: UNCTADSTAT database, 2013, and Authorspitation

Table 10 presents a geographical breakdown of S&fuitte’s imports from the SADC. A
larger portion of South Africa’s imports from th&BC are from Angola and Zimbabwe. Over
the reported period (1995-2012), Angola and Zimbglbwnerchandise exports to South Africa
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amounted to an annual average of $ 824 million®51L.9 million. This comprises 28.2% and
17.5 of the SADC merchandise exports to South Afriespectively.

Over the period 1995-2012, South Africa’s top-fimajor merchandise imports as a share
of the SADC merchandise exports to South Africanfidimbabwe included tobacco and tobacco
products (9.6%), textiles fibres and their wast8%8), metalliferous ores and metal scrap (24.2%),
miscellaneous manufactured articles (6.0%), goloin-monetary (excluding gold ores and
concentrates) (8.6%).

The country’s imports from the SADC are dominated gsimary commodities and
manufactured products. Fuel products are the neamuodities that the country imports from the
SADC; and they amounted to $813 million over thporéed period, which is 27% of South
Africa’s total merchandise imports from the SADONOTADSTAT database, 2013).

4. Conclusion

The paper analyzed trends in the behavior andtateliof South Africa’s imports over the
period 1995-2012. It has looked at the historicati¢ policy reforms and the effect of these
reforms on the behavior of imports in South Afritawas found that these policy adjustments
have stimulated growth in most of the country’sremic sectors. An increase in economic growth
is commonly followed by a rise in domestic consuomtwhich serves as a stimulus for more
imports. The paper discovered that South Africaiparts respond positively to the trade policy
reforms that the country has undergone since deanogcas the share of imports showed a rise
over the reported period. South Africa’s merchaadmports are dominated by manufactured
imports; and they accounted for more than halheftbtal merchandise imports over the reported
period. Manufactured goods are categorized asatauibds, and capital goods boost productivity.
It appears that one of the key contributors tow#ndsmproved performance of imports in South
Africa is the trade liberalization policy, which santroduced subsequent to the country’s
transition to a democratic government. The couhtrg used this as a tool to re-integrate its
economy into the global marketplace.
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1. Introduction

South Africa's putative status in Africa as a regicand sub-regional hegemonic power is
sometimes viewed from the prism of its excepti@malin terms of constitutional democracy. This
has borne fruit in the Rainbow Nation’s entrepresbip, especially in terms of foreign direct
investment (FDI) in Africa and elsewhere and in&tional good citizenship underlined by the
morality inherent in its foreign policy on the cor@nt due to the international stature of post-
apartheid leaders (see Geldenhuys, 2010; Ogunmablsike, 2015). Ndlovu (2010), Grix and
Lee (2013) and Umezurike and Asuelime (2015) naaé $outh Africa’s hosting of sports mega-
events can be seen as a demonstration of publmnagey to portray its soft power capability as
well as a strategy to pursue its broader glob&redts. In like manner, South Africa has hosted
major international conferences, capitalizing o® superb infrastructure inherited from the
apartheid regime (Umezurike, 2015). Thus, mostistudave described South African influence
in Africa as neo-imperialism especially due tohtgemonic status expressed through business
expansion in Africa and the stance it has takeimaganmigration from the continent. The study
on which this article is based analyzed secondats tfom print and electronic media to argue
that although South Africa has shown mixed behavmoits foreign policy in Africa, neo-
imperialism is not the most appropriate mode toceptualize it. South Africa’s major aim in its
African diplomacy has been to maintain its standasya constitutional state or at best to
demonstrate African solidarity in the name of tifecdan Renaissance. Contrary to the arguments
of some studies that have unjustifiably placed Bafrica’s continental diplomacy in Africa
within the orbit of neo-imperialism or sub-impersah (Bond 2013), sometimes justifying this
stance by pointing to the country’s aggressivermsgs expansion in Africa and anti-immigration
policies, this article argues that South Africapldmacy in Africa is better captured within the
orbit of constitutional democracy.

The article is organized into five sections. Thedduction discusses the study’s objectives
and the methodology used to conduct the reseaettios two sets out the theoretical framework
that supports or disapproves the arguments. Neesialsm was selected as the theory and the
literature in this respect is extensively discusdetlowed by a discussion on South Africa’s
foreign policy in Africa. The third section provisl@ brief overview of South African morality
embedded in its constitutionalism at internatidioah since the dawn of democracy in 1994. It
argues that South African action and inaction mues concerning Africa are not entirely
underlined by neo-imperial ambitions but its desied commitment to international good
citizenship and the rule of law or best Africanidatity. Section four examines the attributes of
post-apartheid South African foreign policy in A&f it is argued that it does not represent neo-
imperialist ambitions. The final section providesuanmary of the article and draws conclusions
on South Africa’s ambitions in Africa.
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2. Unpacking the Conceptual Trappings of Neo-imperiabm

Studies in international relations have not reacbedsensus on a generally accepted
definition of the concept of neo-imperialism. Thesbapproach is to contrast different definitions
with events in the international political economy extensive literature review was conducted
on the concept of neo-imperialism. Kieh (2012) déss neo-imperialism as a notion that
expresses the asymmetrical relationship of dononadif a strong state over a weak state. It is
problematic because of the unequal configuratiectohomic, military and political power among
nations. The dominant power, called the ‘core’ utsestructural advantage to coerce the weaker
state known as the ‘periphery’ to behave in a paldr manner that benefits the former. By
implication, this type of relationship implies thae leaders of former colonies do not have the
required mental attitude to achieve complete malitireedom that extends to economic freedom.
Instead, the former colonies are economically dakxh because these politically independent
countries are unable to deliver their countrieaffeconomic domination by powerful states. Thus,
in simple terms, neo-imperialism is a term thaised to explain the dominance of a weak state
by a more powerful state in a relationship thatgisssly unequal although without direct
governance.

Kieh (2012) is of the view that neo-imperialism étions within a wide range of cultural,
economic, political, military and social interact®between dominant and dominated states. For
example, the dominant state offers economic andamilaid to the weaker state which often
enriches the ruling class in the latter state. Type of relationship exists between the developed
capitalist West and developing countries, espaciall Africa. Ayoola (2015) states that
colonialism gave way to neo-imperialism. Kieh angbgla observe that the colonizers opted for
neo-imperialism at a particular stage in historyewhhe physical occupation of territories in the
form of colonialism was no longer necessary. Thweef neo-imperialism is an entirely new
dimension, because military regimes are no longerappropriate tool and sponsored civil wars
are no longer the best way for core states to miaicbntrol of periphery states. This new form is
found in conditional democracy even if it is staganaged; it guarantees stability for the easy
exploitation of the neo-colonial state. The coatests usually economically powerful with a strong
capital base which it deploys in its relationshiphvthe periphery state that usually has a weak
economy and a weak capital base. Lenin describpdrialism as the highest stage of capitalism
where capitalist development reached the stagemifréation by monopolies and finance capital.
Exporting capital was pre-eminent; the world wagid#id among international trusts and the
biggest capitalist powers (see Lenin, 1917; Fu2@&p; Iwilade and Ewurum, 2009; Umezurike,
2015). South Africa is far from achieving Leninigsd stages of imperialism in its relations with
Africa since 1994 due to its internal limitatioespecially high levels of poverty and the need for | ~
reconstruction after many years of underdeveloproeBtack people. O

Iwilade and Ewurum (2009) note that scholars sugHabson and Lenin compared N
imperialism with colonialism and hoped that polfimdependence would tear down the walls of
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imperialism. Unfortunately, this was not the caBee end of colonialism and the eventual fall of
the Berlin Wall did not see off imperialism in timernational political economy. This is the main
reason for the continuous existence of neo-impsnalThe former colonies remain economically
dependent on the large capitalist countries, pegbety the unequal relationship between
developing and developed economies. For examghgjaes between the West and the African
continent are characterized by unequal relationsxahange; while the West specializes in the
production of finished goods which are sold at bxant rates, Africa produces primary goods
which are sold at a cheaper rate. This is somewinaitar to the relations South Africa has
established with the SADC sub-region and West Afrieor example, since establishing formal
relations with Nigeria in 1994, South Africa hawested large amounts of capital in Nigeria,
especially in telecommunications, the food charism, petrochemicals, and banking and other
services. South African companies operating in Négenclude MTN, Eskom Nigeria, South
African Airways, Stanbic Merchant Bank Nigeria LtdVultichoice Nigeria/M-Net, Umgeni
Water, Defresh Products Nigeria Ltd, South Africg®tia Communications and Systems Ltd,
Grinaker-LTA Construction Ltd, Protea Hotels, Qi Rescue International, Global Outdoor
Semces, Oracle Airtime Sales, and Digital Satelligdevision (Adebajo, 2007; Aremu, 2013;
Mohammed, 2013; Ebegbulem, 2013).

Similarly, surveys on South African companies ddiginess in Ghana show coverage of
a wide range of sectors, including mining, retaflsurance, transport, tourism, banking,
telecommunications, construction, services, marnufag, fishing, advertising, aviation, energy,
multimedia communication, beverages and franchi@@ames, 2003). Ghana offers incentives to
foreign investors, including sound macroeconomicrras to contain inflation, debt, poverty and
unemployment; and the implementation of Internatidvionetary Fund (IMF) programmes aimed
at stable growth (Games, 2003). These and othésrgasuch as cheap labour, a high level of
education and thus skills and political and ecomostability make Ghana attractive to South
African investors. South African exports to Ghanaer from R21.7 billion in 1992 to R116.2
billion in 2003, while imports from the country m@sed from R4 billion to R52.5 billion in the
same period (Games, 2003; SouthAfrica.info, 2014).

Fuchs (2010) argues that, while media imperialismmirmation imperialism are integral
components of the new form of imperialism, theysubsumed under finance capital. Media and
information are used to legitimize global capitaperts through propaganda and the spread of
information which supports imperial behavior. Fu¢?®10) notes that fossil fuel has continued to
be a pre-curser of imperial warfare and confroatatinterestingly, in Africa, South Africa has
the capability for both media and information imp&sm especially through its multinational
companies that operate in telecommunications andiammdustries on the continent and
elsewhere. Examples include MTN and DSTV's role&fican transnational capital and markets.
Iwilade and Ewurum (2009) locate imperial dominantéhe nature of the economic relations
between people. They contend that other manifestaf imperialism are mere rationalizations ‘O
that are designed to disguise the economic motinatthat drive societies towards empire. The
politics of dominance and dependency have aris¢fothe experience of the exploited classes
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in the developed world and that of the dominateapfeeof the ‘Third World’ in Asia, Africa and
Latin America. This world view was well-presenteg ddassic Marxist-Leninist writings on the
character and implications of monopoly capitalisrd anperialism (lwilade & Ewurum, 2009). It

is also a reflection of the experience of conterapodeveloping countries in the international
system crafted and stage-managed by the Westentaltsdpolitical economy. South Africa’s
ability to invest outside the country and to attrexvestors is a sure recipe for the country’s
economic wellbeing. It has been a gateway for fpradirect investment (FDI) in Africa since
democratization (Draper and Scholvin, 2013; Seghlakaba, 2014). Bond (2013) notes that the
parent companies of most multi-national companigh Wweadquarters in Johannesburg that do
business in Africa are based in Europe, Austrélraerica and Japan. This perhaps is a marked
indication of South Africa’s position as a front faternational capital flight from Africa.

A good example is South Africa’s intra-trade redag with Nigeria which are reflected in
the latter’s newly calculated GDP. While the Solthcan trade balance with Nigeria is in deficit,
this is because the calculation excludes capitpbeg where South Africa has an advantage. If
the calculation were to include capital exportsutBoAfrica would show a trade surplus and
advantage over Nigeria.

Galtung (1971) contends that, although the worlasi®is of core and periphery nations,
each nation has its own centre and periphery. His dldat imperialism is a special type of
relationship between nations which relies on adaitead which the centre in the core nation
establishes in the centre of the periphery nat@n.Galtung, the dominant relationship can only
be described as imperialism when it is establisined special way, where it has a subtype.
Conflicts of interest or disharmony may occur wihieere is a gap between the living conditions
of the dominant and the dominated. Imperialism egssthat there is less inequality at the centre
than on the periphery. The study identified fivedy of imperialism: economic, political, military,
communication and cultural. These types of impenaloccur in phases which Galtung termed
colonialism, neo-colonialism and neo-neo-colonmlisThis situation is comparable to South
Africa’s efforts to reduce inequality and povertiiieh now largely depend on its ability to create
wealth from the external environment, mainly thrioddI.

Iwilade and Ewurum (2009) argue that the overalidtire of relations where political
actions occur and the mechanisms by which the tsiaicdominance of some groups is
consolidated to the disadvantage of others isdisernode to capture and understand imperialism.
In Africa, South Africa has gained the advantagpeeially in the transnational export of capital
for investment. This also explains the relationsbgiween the developed capitalist West and
Africa. America and Europe are the core centreb Witica as the periphery, even after political
independence. On the other hand, Robinson (20@&)sreo USA imperialism as the use of the
transnational rich class and state machinery teease, protect and establish the world capitalist
mode, mainly in the national interest. The world hdtnessed new modes of world capitalist
domination where intervention creates the necessanglitions for the entrance of global capital. O
While the targeted regions are reintegrated inéoctirrent global political economy, this is often g
to their disadvantage.
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Robinson (2007) argues that US intervention stpftsver from the rich at local and
regional levels to a new bourgeoisie that supptiesinterventionists’ transnational projects.
Hence, the outcome of US military invasion is rina treation of a militarized global structure or
a campaign for hegemony, but more likely a confuselitical reaction to the crises of world
capitalism — economic stagnation, legitimizatiomlggems, and the rise of counter-hegemonic
forces. For example; the $300 billion invested iy S in the first three years of the occupation
of Iraq is a clear illustration of how US interviemt creates an advantage for American capital at
the expense of other states and regions whereeitvenes (Robinson, 2007). The interests of
military, oil, engineering and construction compemnivith head offices in the USA have been
promoted by means of the instrumentalization of W state apparatus, especially under the
presidencies of Bush Senior and Junior. Howeversdéhcompanies remain transnational and
represent global capital; evidence of the forceglabalization. Robinson (2007) warns that war,
and natural and humanitarian disasters give risendev cycles of accumulation through
reconstruction and that the military-energy-engimgpconstruction complex is the global capital
sector that benefits the most from such creativstrdetion. Believably, global capitalists
appreciate the vital role the US plays in openipgnew opportunities for the extraction of surplus
value through the creation of new avenues for abmkports by its interventionist policies
(Robinson, 2007). While it is doubtful whether Soétrica has the capacity to match the sway
that the US holds in the global arena in Africas iargued that its capitalist tendencies enaltged i
investors to benefit from the crises in Angola, Babwe, and DRC because of the role these
companies played in those countries during thesrd political turmoil.

3. South Africa’s Capital Project in Africa: The Rhetoric of Practice

South Africa’s collaboration with global capital¢dceate unequal exchange between it and
Africa raises fundamental questions about its camemnts to African Renaissance. South Africa’s
African Renaissance rhetoric appears more of sorespto the world economic order it found
itself in at the end of apartheid rather than thepprted African revival it projects. While the
country does not have the capacity to create gamjlmonopoly of destruction of the kind the US
has paraded around the world, it has shifted retegdy to those areas where it does have such
capacity. South Africa’s ability to increase itgital base and investment in war torn African
countries and those that experience political sris&s been notable. Examples include Sudan,
DRC, Angola, and Zimbabwe where South African conms have conducted both covert and
overt operations.

During the first term of the democratic governmeéuuth Africa’s foreign policy mainly
followed the moral behavior and public statemeritsamati-apartheid icon, President Nelson
Mandela. Under President Thabo Mbeki, foreign polas marked by his skills as an experienced
diplomat and international statesman (le Pere, R0@8eki was a major proponent of Marxist-
Leninist theory but the use of this philosophy Wasted to presenting a critical view of a global
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world order dominated and controlled by the WeshelM also did well for South Africa in
propagating African Renaissance rhetoric to crealiel ground for business growth in Africa and
beyond. Simply put, South African business witndste greatest opportunities and smoothest
growth during Mbeki’'s days in office, especiallyterms of South-South and even South-North
relations. For instance, in 2008, South Africa weeslargest foreign investor (US$ 136 million)
in Mozambique, ahead of China (US$76.8 million)aiNg011).

For example, many South African companies now dperra Sudan due to Mbeki's
diplomatic and peace efforts in that country. THeb@l Railway Engineering Consortium of
South Africa concluded a US$21 million contracthwtite Sudanese Railway Corporation for the
rehabilitation of railways and rolling stock on ®&mber 2004 (Department of International
Relations and Cooperation, 2005). Funding was gdcatty Rand Merchant Bank, which is
indirectly or directly a South African loanin May 2004 SOEKOR and PETROSA entered into
an agreement with the Sudanese state oil compayABET for special oil concession rights
for Block 14 (Department of International Relatioasd Cooperation, 2005; Nathoo, 2005).
PETROSA signed an agreement to train and develdmieal staff in Sudan. South African
exports to Sudan include finished goods such as besals, machinery, vehicles, wood pulp,
plastics and chemicals while imports from Sudanluige mainly primary goods such as
vegetables, animal fats and petroleum products deynt of International Relations and
Cooperation, 2005; Nathoo, 2005). This representsjr division of labour between the two
countries into skilled and unskilled.

Scholars express divergent views on whether Sofribafemploys economic statecraft to
its benefit. Some are of the opinion that suchestaft does not exist, while others maintain that
it has the covert intention of manipulating andsseg South African business interests wherein it
stands to gain with the expropriation of foreigpital to South Africa (Eldredge, 2010; McKinley
in SAIIA, 2014). A close examination of South Afis involvement from the perspective of
Zimbabwean immigration to South Africa might appeastly in socio-political and economic
terms. This is especially so as South Africa hasticoed to ignore the positive aspects of
immigration. Many Zimbabwean immigrants have skiliat are in short supply in South Africa
and the country could benefit from their expertise.

Helliker and Vale (2013) note that, while Marxisnasva fundamental tenet of South
Africa’s liberation struggle, post-apartheid leadehose neo-liberalism over Marxism. South
Africa had grounds to believe that the collapsthefSoviet Union and the neo-liberal economies
that dominated the world offered pertinent less®ust-apartheid South Africa adopted neo-neo-
liberal policies while paying lip service to socimocratic development with a view to redressing
the historical legacy of inequality and social stjoe (Helliker and Vale, 2012; 2013). In reality,
the country has snubbed Marxism in its economictima since 1994. However, this is not
sufficient grounds to suggest, as many have arghatiSouth Africa has consolidated its position
as a neo-imperialist or sub-imperialist state inas.

1 The loan is a direct loan of South Africa if thate has stake through direct investment, butdient if the state
does not have direct involvement but its conglotesraave.
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Steinmetz (2005) identifies various types of engidde contrasts territorial with non-
territorial types of modern empire that continuewkver, to rest on colonialism and imperialism.
He argues that territorial and non-territorial aggmhes have never been pure but have been mixed
both in terms of both timing and in the repertaifeparticular metropolitan states (Steinmetz,
2005). South Africa could belong to the latter (sterritorial empire) imperialism, although there
is doubt that it has the capacity to be an empir@noimperial power. It could be on the road to
becoming an empire in terms of business expansidirica. There can be no doubt that South
African multinationals play a pivotal role in theamomic and even the political activities of
southern Africa, as much of the region’s capital$ from South Africa (Miller, 2008). The
country has remained the major beneficiary of negiceconomic cooperation among southern
African countries as virtually all economic sectaesging from mining, to customs, retail,
communication and transportation are concentratelde hands of South African companies (see
Alden and Soko, 2005; Miller, 2008).

As Miller (2008) argues, the role of South Africemmpanies in the capitalization of the
Southern African economy cannot be over emphasiagit is not without consequences. For
example, the continued growth of a South Africaiaitecompany (Shoprite) in Zambia created
rivalry between the company and local vegetabledpeers who responded aggressively by
threatening to burn down the store in responsééodeprivation the company's presence had
caused them. Miller notes that the Partnership fRoestablished between Shoprite and local
citizens could reflect the global neo-liberal shdtvards partnerships and cooperation among
contending social forces. This notion is suppoligdhe World Bank, the IMF and other interest
groups. African countries embraced neo-liberal ectin and political reforms in the 1990s which
coincided with a major political change in Southrigd and opened up African economies to the
country’s multinational companies (Miller, 2008)nd above-mentioned partnership in Zambia
ended the tension between Shoprite and local contiesitbecause the former easily triumphed
over the unorganized villagers. For South Africampanies operating in Africa, the progress of
organized groups continues at the expense of disaed peasants. Miller argues that despite a
renaissance of local organizations in Zambia, twsild not protect them from eventual
exploitation at the hands of organized giant retaihpanies such as MTN. Thus, South African
neo-imperialism takes the form of transnationaltrmational companies supported by the state
apparatus to expand, defend and stabilize the bbaipstalist system in Africa.

Africa is witnessing a new form of global capitaldomination where South African
companies penetrate African markets using transmalticapital accompanied by the rhetoric of
African Renaissance spearheaded by state policgmakhis has almost succeeded in hiding the
country’s true interests in the form of expandextiér and investment in Africa. As such, the
African Renaissance has become a symbolic camfaighegemonic power and the subtle
legitimization of South African business expansiomfrica. To all intents and purposes, South
Africa has thus completed all of Lenin’s five stagef imperialism as the highest form of
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capitalism barring one; territorial division andcapation in Africa which it lacks capacity to
achieve.

4. On Morality Vs Constitutionalism?

Is South Africa’s African Renaissance rhetoric mofa@ response to the world economic
order it found itself in at the end of apartheidritthe purported African revival? South Africa
does not have the capacity to create a militaryopoly of destruction of the kind the US has
created, but has shifted its strategy to the andese it has capacity. Good examples of South
Africa’s African Renaissance successes includetsypdiplomacy on the continent, especially
assistance to Mali for its hosting of the AfricapCof Nations in 2002. South Africa provided
significant aid to Mali including human resourcdsance, technical skills, communication
facilities and transport (Ndlovu, 2010). CAF ackheadged South Africa’s help as crucial in the
successful hosting of the tournament when at teeeelth hour, it seemed that the competition
would not take place (Ndlovu, 2010). South Africdemded the same assistance to Ghana when
it hosted the African Cup of Nations in 2008 thowgha smaller scale. In the same vein, South
Africa through the National Oil Company (NOC) P&Frobankrolled the successful hosting of
the All Africa Games in 2011 by Mozambique whewds clear the latter’s capacity to host the
competition was in doubt (Petro SA 2011; Ogunnulii4).

South Africa has used its solid private sectoiiriarfce and ideologically support sport in
Africa including its hosting of the 1995 Rugby WbCup, the 1996 African Cup of Nations, the
2003 Cricket World Cup co-hosted by South Africapdabwe and Kenya, and the 2010 FIFA
World Cup. South Africa also hosted the 2013 Afmic2up of Nations because Libya who won
the hosting rights could not do so due to the @atbiof civil war and NATO's intervention in that
country. It stepped in to host the African Cup eaftidns in 1996 when Kenya that won the hosting
rights was cash trapped. However, in 2014 when \ABg&ta was stricken with Ebola, Morocco
who won the hosting rights declined the honor, 8odth Africa did not offer its services, citing
budget challenges. It is instructive that, in ttése, the national interest superseded the African
Renaissance project because South Africa’s calonkivere based on fear of the spread of the
Ebola virus in the country and losses in term#iefdost of hosting the event. South Africa has the
most sophisticated medical facilities in Africa atitt most developed capitalist economy. It
should have stepped in to salvage the tournameheispirit of the African Renaissance.

Mega South African companies involved in sportsnsgoship in Africa include MTN,
PetroSA, Standard Bank, and Multichoice/Supersp@ortpng others. Government and private
sector partnerships in this regard include SABMillerking with SAFA, provincial governments
and the National Department of Sport and Recreatogponsor competitions of the regional
Confederation of Southern African Football Assdoias (COSAFA), including youth and
women’s competitions (Ndlovu, 2010). South Africa®st exciting contribution to the African
Renaissance movement was undoubtedly bringinglth& World Cup to Africa for the firsttime N

in 2010 and its claims of hosting on behalf of Afi No other project has done more to bring §°
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Africans together since the end of colonialism apdrtheid, even though its glitter has been
tarnished in recent times by allegations of brib&tese are some reflections of the country’s soft
power capabilities which it deploys to advance bitghhegemonic aspirations and economic
interests in Africa (Ogunnubi and Isike, 2015).

At the beginning of democratic era, South Africdseign policy was underlined by the
principles of its liberation struggle and interoal good citizenship (Fairbanks, 2012). The
apartheid struggle was a global one; thus, Soutlt@fvould assume international responsibility
for the good citizenship that justified that strleggHowever, this commitment has been diluted
over the years. For example, in 1996, Nelson Mandelcomed the spiritual leader of Tibet, the
Dalai Lama to the South African Parliament. Fiftgears later, the government has, on many
instances refused to grant the Dalai Lama a visdtemd Archbishop Emeritus Desmond Tutu's
birthday party in Cape Town.

In the same manner, South Africa has sometimegifdsalf at serious odds with African
countries. For example, in the Zimbabwean crigis, country maintained the quiet diplomacy
which President Mbeki opted for during his timeneddiation. In the feud over yellow fever with
Nigeria, South Africa realized that a diplomatics would not be beneficial; business interests
in Nigeria dictated the need for a hasty apologymé@durike and Asuelime, 2015). The same
strategy of withdrawal was followed when South édriopposed the human rights abuses of the
military junta of late General Sani Abacha andhheging of the Ogoni 9 including environmental
activist, Ken Saro Wiwa in 1995 (Banjo & Omidira2Q00; Adebajo, 2007; Banjo, 2010).
However, we argue that such foreign policy choice&frica or elsewhere do not qualify South
Africa as a neo-imperialist outpost on the conttneven if such choices are motivated by the
state’s business interests. At most, South Africdisice is anti-West or international good
citizenship which often reflects its internal congtonal democracy and the moral stature of its
post-apartheid leaders such as Mandela and Mbeki.

In 2007, South Africa voted against a United Natioasolution calling on Myanmar's
military junta to put an end to human rights abu#iedid the same in 2008, when the country was
instrumental in thwarting a UN resolution to impasactions on neighboring Zimbabwe despite
the fact that the US ambassador rightly pointedizait similar sanctions were instrumental in the
liberation of South Africa from apartheid (FairbanR012). South Africa has failed on a number
of occasions to respond appropriately to roguamegi For example, having at first supported the
UN resolution mandating a no-fly zone to suppotbyian rebels fighting Col. Muammar al-
Qaddafi, South Africa condemned the subsequent NBd@bing campaign, baulked at releasing
$1.5 billion in assets to the rebels, and compthialeout the unceremonious way Qaddafi was
chased out of Tripoli and eventually killed (Fainka, 2012). Fairbanks recounts that President
Jacob Zuma himself flew to Tripoli in May and exgsed sympathy after the bombing claimed
the lives of Qaddafi’'s family members. The viewnmdiny is that South Africa’s impact on global

affairs is very much the tale of a determined grayeéconomy taking precedence over gauzy ideals N

that are sometimes not practicable. Few articlesiaihe Dalai Lama saga (the second time in two
years South Africa refused to grant him a visapddhat it coincided with the South African
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Deputy President's trip to Beijing to announce a5%$8illion investment deal with China
(Fairbanks, 2012).

In the days of apartheid, South Africa had clodati@ns with Taiwan because both
countries were facing near isolation in global @$fain the case of South Africa, this was due to
the official policy of racial segregation while @hi claimed that Taiwan is an integral part of
China. The situation became tougher for Taiwah@1t970s when UN Security Council withdrew
its resolution supporting Taiwanese independenceaacepted China’s position (Grimm et al.
2014). As pariah states, South Africa and Taiwgayad a successful relationship until the 1990s
when the former gained freedom and establishedlappule. China and Taiwan then entered the
race to maintain diplomatic ties with South Afri€hina made it clear that it would not tolerate
South Africa retaining diplomatic ties with Taiwaaithough it might accept other forms of
relations with Taiwan as long as Taiwan does nptlaim to sovereignty of any kind (Grimm et
al., 2014). South African chose to sever diplomégs with Taiwan (Schraeder, 2001). The
pragmatic South Africa has chosen China that doeshrare the same ideology over Taiwan that
has the same capitalist views. This demonstrasSbuth Africa is a realist state that makes
choices in light of national and economic interests

5. Post-Apartheid South Africa: a Symbolic Hegemon
ATTRIBUTES OF POST-APARTHIED SOUTH AFRICAN POLICY | N AFRICA

Academics, the media, diplomats and analysts &lékee situated the influence of post-
apartheid South Africa in Africa and in global afsan a number of contexts, including as a middle
power, emerging power, emerging middle power, @ivstate, regional power, regional hegemon,
secondary power, regional hegemonic power, sub-iiast, capitalist, imperialist neo-
imperialist, soft power, leadership and represégt{gee Sidiropoulus and Hughes, 2004; Flemes
2007, 2009; Ahwireng-Obeng and McGowan 1998; Habit®O; Bond, 2013; Tella and Ogunnubi,
2014; Sidiropoulos 2014; Umezurike and Asuelimé&,®2®Iden and Schoeman, 2015; Ogunnubi
and Isike, 2015). All these attributes have be¢edcio support the simplistic assumption that
South Africa is a neo-imperialist power in Afriche claim made in this paper aligns with
Ogunnubi and Isike’'s (2015) assertion that SouthicAfhas large attributes of soft power
especially in the African context. It is these gudtver attributes that have enabled the country to
consolidate its comparative advantages in relatiatis African countries that are often perceived
as neo-imperialist or sub-imperialist. Thus, Ogurirand Isike (2015) and Tella and Ogunnubi
(2014) acknowledge South Africa’s symbolic hegeroa@tatus rooted in the formal and informal
sources of soft power, including its media expgutditical ideology, constitutionalism/rule of law
and respect for the Bill of Rights enshrined ircibgstitution, its vast array of iconic personahti
which generates positive political goodwill; wodthss multinational companies and universities,
cultural exports, sporting attractions, and a watkks hospitality industry, among many others. p~
At the end of apartheid, the free South Africa sdug shift its mode of production to a world- N
class dynamic mode (neo-liberalism), which includmtjaging in many strategic policies &
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including privatizing public enterprises, encourgpiprivate corporate investment, reducing
tariffs and export subsidies, liberalization of Bange controls, tax cuts on corporate dividends,
and enforcing intellectual property rights (Edwar@901; Kabundi, 2009; Saayman, 2010;
Thaver, and Ekanayake, 2010; Umezurike; 2015). @hised it the title of a world-class capitalist
economy. As such, many are of the view that Soutit@ is a gateway to the rest of Africa,
especially with regard to FDI although China andidrhave practically demonstrated that South
Africa is not necessarily the gateway to the Afnicaarket (Alden and Schoeman, 2013, 2015).
While South Africa has an advantage over othercAfrieconomies in this regard, many other
countries on the continent such as Nigeria, Edyfftiopia, Angola, and DRC have the necessary
leverage to act as such a gateway. For examplpitdesot fully reaching its socio-political and
economic potential, Nigeria has overtaken SoutlicAfas the biggest economy in Africa.

South Africa has also become the South-South \andeAfrica’s lone voice at multilateral
fora especially the G8 and the World Trade Orgditna The country is also a member of the
G20 and BRICS (Fairbanks, 2012; Bond, 2013; Aldeth &choeman, 2013, 2015; Games, 2013,
Ogunnubi and Isike, 2015; Umezurike, 2015). It bamed leverage through its anti-imperialist
rhetoric which in turn helps it to gain accesséwaloped Western and South-South economies.

Overall, South Africa’s economic influence is mgmagmatic and visible when viewed
from the spread of South African multi-national gzanies such as retail chains PEP stores, Game
and Shoprite, telecommunications giant MTN, diggatellite television (DSTV) and Standard
Bank in the banking sector (Dakora et al., 2010né&s, 2013; Sega and Lekaba, 2014; Ogunnubi
and Isike, 2015; Alden and Schoeman, 2015; UmegugB15). Inferably so, South Africa
undoubtedly possesses soft power in economics, esogftrade and political diplomacy with
regard to its relations in Africa. The country'sftspower through converting traditional hard
power competences in its economic strength haveiedogreat benefits and underlined South
Africa's credibility as the African powerhouse; ghinas been interpreted by many as neo-
imperialism on the part of South Africa.

6. Conclusion

In the analysis offered in this paper, we have ene=s] arguments that demonstrate a
schizophrenic foreign policy posture of South Adrio its African Renaissance project. On the
one hand, South Africa has collaborated with prexéinternational capital to create unequal
exchange between it and Africa while on the othés keen to present itself as a model of African
progressive advancement towards modernizationrathdktrialization. Therefore, South Africa’s
African Renaissance claim of African revival parthjrrors a rhetorical response to the world
economic order as well as a subtle moral campaigfietilitating its neo-imperialist expansion

into Africa. Therefore, realistically and vieweain the perspective of the internationalization of
capital, and the character and geo-political camigjon of the South African state, the trajectory €\

Page



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development
2016, 5(10): 263-278

of economic openness and stability itself reacthéodictates of other centers of superior power
within the global system.
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Abstract

Social entrepreneurs have, in several ways, begarded as engines of intense socioeconomic
development. They are also famous for interveniitly projects for society’s problems that are
often, either inadvertently ignored or inadequateignaged by mainstream society. The issue of
graduate employability has gained increased tensioound the world especially in emerging
markets such as South Africa. Currently, suggesti@ame that considering the avowed
contribution of social entrepreneurs, it may be tharhile to start examining how they can assist
with graduate employability in South Africa. Thpaper therefore takes an exploratory, yet
focused scrutiny of the social entrepreneurshipsgstem to find out the likelihood of social
entrepreneurs participating in programmes that @mep students for the workplace thereby
reducing graduate unemployability. This is a cqnoal paper that has benefitted from an
extensive review of literature. Conclusions arevdnatherefrom to suggest that opportunities
exist for social entrepreneurs to provide practicptoject-based learning opportunities for
college and university students so that by the tiney graduate they have attained reasonable
work-readiness levels that stand them in good stea@mployment. While the authors propose
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an intensive empirical study of the subject matter,are equally positive that this paper may be
used to advance the current platforms of engagewfetiite role of social entrepreneurs or grow
innovative methods that provide graduates with tiehechance to be successful in the working
environment. In short, this paper calls for sustairdiscussions on how social entrepreneurs can
improve graduate employability.

Key words: socioeconomic development, social entrepreneutsrmise education, South
Africa, graduate unemployment, graduate attribusesial enterprise

1. Introduction

Graduate unemployment is common around the wopgdaaslly in developing countries.
And this has been attributed to a receding Westeomomy and a dearth of employability skills
among graduates. Little wonder why numerous studée® been conducted across the globe to
figure out specifically why this remains unsolvabke few brave graduates take the path of
entrepreneurship while many others rely on goveminend the private sector for paid
employment.

Like many emerging economies, South Africa is fgdime serious challenges of poverty,
and unemployment. In some countries (such as Ukramd USA), government is famous for
being the biggest employer of labour. Dubyk andniRakova (2013) warn that the state cannot
be expected to fully and successfully carry thedbarof everyone especially considering that a
weak economy often results in an increase in thabau of employed and unemployable.
Therefore, parastatals alone cannot provide thehnméeded jobs for every graduate in any
society. The private sector, on the other handnmwvn to have very stringent conditions for
employment. Some of these conditions are very ictsg and demanding for fresh
college/university graduates who are considereeqllipped for the world of work. It is on this
basis that renewed calls have been made to find there are other ways to ensure that by the
time a college or university student graduatessheeis ready for the workplace. Fingers have
already started pointing at social entrepreneurssehieal value in transforming communities is
yet to be fully explored (Mair & Marti, 2006; Welsh012).

Entrepreneurship is “the innovative use of resowam@binations to pursue opportunities
aiming at the creation of organizations and or fizas that yield and sustain social benefits”
(Mair & Noboa, 2006). This definition signifies these of entrepreneurial approach to solve
certain social problems (Meyer & Gauthier, 2013pd#tioners of the social entrepreneurship
approach are those whom Ashoka (2012) in Abu-Sgi2812) believe are “individuals with
innovative solutions to society’s most pressingaqaroblems’ further suggesting that ‘they are
both visionaries and ultimate realists; concernét the practical implementation of their vision
above all else”.

Social entrepreneurs are “individuals or organ@ai engaged in entrepreneurial
activities with a social goal” (Bosma & Amoros, A)1limplying that the social entrepreneurial
approach can be used to improve the efficiency stnength of existing entrepreneurship
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programmes carried out by volunteer organizatigyes/ernment sectors, business and non-
governmental organizations. Bosma and Amoros (20L&hermore highlight that social
entrepreneurship is a process of activities thaludes discovery, evaluation and trailing of
opportunities that does not have to result in a wemture creation; the initiation and launch of
both formal and informal organizations in pursditsocial goal.

One of the millennium development goals (MDG’s) was achieve improved
employability of citizens. This indicates that eoydbility of individuals is important in
socioeconomic development. It is assumed theretfoae governments around the world are
under pressure to reduce the levels of unemployniretihe case of South Africa, government’'s
commitment is evident in several interventions gadicies that aim at closing the gaps in
unemployment, and poverty. These interventionsiratie form of small, medium and micro
enterprises (SMME) support structures and initegisuch as Small Enterprise Development
Agency (SEDA); Industrial Development CorporatidD@); National Development Agency
(NDA); National Empowerment Fund (NEF); National ttb Development Agency (NYDA);
South African Women Entrepreneurs’ Network (SAWENRgchnology for Women in Business
(TWIB); Small Enterprise Finance Agency (SEFA); thend Bank; Micro-Agricultural
Financial Institution of South Africa, and the ngvdreated Department for Small Businesses
and several others.

There are also some public-private initiatives sashhe Sector Education and Training
Authority skills development programmes (for e.dudy bursaries); the National Skills
Development Agency; and the National Skills Fundespite these efforts, unemployment
continues to rise. The problem of unemploymengven worse for those who have attained
higher education. In fact, the new National Youthi¢y (2015-2020) frowns at the stubbornly
persistent rise in youth unemployment, thus empghasithe need for graduates to obtain the
necessary skills to face the challenging and irsinggy flexible labor market.

Graduates in South Africa face increasing levelsimémployment even though there
have been several interventions by both governmeatprivate organizations. The question that
begs an answer is how else can this seemingly shdgleoblem be solved? According to
Graduate Market Trends (2011), organizations noywsdzarch for those that are adaptable,
innovative, original, compliant and intelligent piem solvers. Altbeker and Storme (2013)
affirm that graduates face challenges with regardeicuring employment. In June 2012, a City
Press article on graduate unemployment, warned “tainiversity degree or diploma no longer
guarantees employment for young South Africansweslieds of thousands of them struggle to
obtain employment”. The reason for this can be e@vrom the perspectives that employers
anticipate graduates to have practical work expegeon or after their degree, including the
ability to demonstrate a range of broader skillgl @inaracteristics that include team-work,
communication, leadership, critical thinking, prefl solving and managerial abilities (Moleke, S
2010). ~N
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Several studies have focused on graduate unemptayesewell as the related causes of
unemployment in South Africa. These studies paiehéibn to employment in the formal sector.
Our paper derives its uniqueness from its scopesoeial entrepreneurs. In this paper a
theoretical examination of the likely role(s) ofced entrepreneurs in improving graduate
employability is undertaken. In so doing, one mascldse their potential or lack thereof in
reducing the levels of unemployment; specificallyeit likely contribution to graduate
employability. To determine these roles, we start by looking @t literature that has been
published by entrepreneurship theorists and pi@aéts to advance the concept of social
entrepreneurship including its different types aagacity for socioeconomic development. We
also interrogate graduate employment in South Afriwhile highlighting the different
employability characteristics and the probable eao$ graduate unemployability in South
Africa. Thereafter we explore the critical issue gfaduate employability through social
enterprise. We conclude this paper by calling fofudher investigative engagement of the
subject of social entrepreneurship and its capgglidi improve graduate employability on South
Africa.

2. Method

Different methods of conducting research exist. Samhthe methods are more apt for
certain disciplines while there are also some whieke multidisciplinary essence. In social
sciences, the traditional literature review metigadften used (see Petticrew & Roberts, 2008;
Victor, 2008). The object of this paper is to exaarthe likely role(s) of social entrepreneurs in
improving graduate employability. This is a noveldy and therefore requires an approach that
allows for the inclusion of both qualitative andaqtitative data in order to facilitate a better
understanding of this novel and noble idea. Thehotetadopted in this study is the traditional
literature review. Its epistemological orientatimhinterpretivism serves perhaps as the foremost
method for conducting studies in social scienceiplimes. According to Rozas and Klein
(2010), the method offers “a valid and importanywa identify existing patterns and gaps in ...
[as] they draw not only on quantitative... but ajs@litative studies”.

3. Literature review

The concept of social entrepreneurship has gaineld saction because many traditional
civil society organizations such as non-profit, fgmvernmental organizations have begun to
identify themselves as social enterprises (Triv&fi10)], and to create community benefit
irrespective of ownership or legal structure anthwarying degrees of financial independence,
innovation and social transformation (Brouard & ilzat, 2011). Trivedi (2010) also adds that
social entrepreneurs create and use economic peoéitmeans of solving social problems.

Bacg and Janssen (2011) affirm that “the sociafepnéneur is a mission-driven
individual who uses a set of entrepreneurial skdlgeliver a social value to the less privileged”.

N
o@)
N
&b
This characterization according to Bacq and Jansésimguishes social entrepreneurs from &
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profit-oriented entrepreneurs. For instance, scamitepreneurs are described as mission driven
individuals who are committed to delivering a sbeialue to the needy. Other distinguishing
elements include the following:

 They bring their entrepreneurial flair to bear uptre work they do utilizing a
combination of characteristics that set them afpam other types of entrepreneurs.

» They act within entrepreneurially-oriented orgati@as that have a strong culture of
innovation and openness.

» They act within financially independent organizaiothat plan and execute earned-
income strategies with the objective of deliveritige intended social value while
remaining financially self-sufficient. In this remgh financial self-sufficiency is achieved
by blending social and profit-oriented activities &chieve self-sufficiency, reduce
reliance on donations and government funding, accease the potential of expanding
the delivery of proposed social value.

Santos (2012) argues that social entrepreneurg@meomic agents who, due to their
motivation can create value without concern forfiptmut specifically targeting a disadvantaged
population. In essence, Santos claims that, s@mélepreneurship is not specifically about
creating market mechanisms or securing governmsisidies or creating a social enterprise, but
about crafting effective and sustainable solutiassig whatever combination of institutional
means necessary. This characterization is indeedpaible with the view of social
entrepreneurship as an umbrella concept with plehtyoom for different initiatives to tackle
social problems. And one of those is the issuaadigate employability.

Types of social entrepreneurs Considering that different characterizations hbeen
adapted for the term social entrepreneur, it isumtsual to find that “different types of social
entrepreneurs exist, addressing specific socidllenas in their own ways and within their own
realms” (Zahra, Gedajlovic, Neubaum, & Shulman, Y0MNonetheless, the similarities and
differences among the broad range of social ergregurship practitioners can be located within
three types of social entrepreneurs; namely sdaigdoleurs, social engineers, and social
constructionists. Smith and Stevens’ (2010) desonp of these types of social entrepreneurs
are as follows:

» Social bricoleurs work with communities to identifyeir real issues and find solutions to
those issues. Their affinity to the communitiesytioperate in facilitate the identification
and resolution of the local social issues. Zahralg2009) affirm that “without them,
many indiscernible or unrecognizable social needslavremain unaddressed”. In short,
entrepreneurs who find and utilize opportunitiesvai as resources found in their local
domains for the benefit of the local community eeterred to as social bricoleurs. Two
organizations — Treatment Action Campaign (TAC) &sdtion 27 - stand out in South m
Africa as good examples of social bricoleurs. Ehgscial entrepreneurs champion the ~g
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interest of those living with HIV/Aids and thosereats who insist on good quality

education for their children.

» Social engineers focus on large-scale, complexesgswhich are often beyond the
capacity of a community to manage on its own. Tidentify systemic problems such as
unemployment or entrenched poverty within a sosidtem and then find ways to
address them. Social entrepreneurs are able tewelhis by “fracturing existing and
often dominant institutions and replacing them witbre socially efficient ones” (Zahra
et al, 2009). A name that is regularly mentioned atassic example of a social engineer
is the internationally acclaimed micro financierunds Mohammed. Through his
Grameen bank, he provides credit facilities to gedt people of Bangladesh without
necessarily seeking collateral but expecting reois to be trustworthy and creative in
the way they make use of the funds they receiveerimlly, Yunus Mohammed has
transformed the hitherto orthodox practice of gastor.

» Social constructionists are highly opportunity ény but not in the sense of a commercial
entrepreneur. They identify and simply pursue ofpymities with the goal of creating
social wealth. Social constructionists identify oppnities, develop them to become
successful, and then use them to resolve thoselsoeeds that are ineffectively
addressed by existing institutions. A good exangble social constructionist is the Open
Society Foundation. This brainchild of George Soaoss to protect and improve the
lives of people in marginalized communities and Btald vibrant and tolerant societies
whose governments are accountable and open toattieipation of all people” (Open
Society Foundation, nd).

This paper’s main objective is to find out the likeole of social entrepreneur’s in
improving graduate employability in emerging ecomsn such as South Africa. The
consequence of this is that emerging economiesidine Ukraine who have only recently
embraced social entrepreneurship [1] may find “nefficient tools to overcome existing
problems” (Bibikova, 2015). According to Bibikovahese existing problems include
unemployment, and very low wages.

Thus the authors are more inclined to believe fuaial entrepreneur’'s develop and validate
sustainable solutions to problems (Santos, 201a) tfave a significant impact on how to
improve and sustain societies(Dempsey & Sande())20

The role of social entrepreneurs The focus of this paper is to understand howadoci
entrepreneurs can contribute to graduate emplagabllherefore it is necessary to reflect or
review literature on the role of social entrepraseu

Karanda and Toledano (2012) assume that socia¢@etieurs have a unique critical
bottom line by which to extend their success. Tungyue critical bottom line hovers around
improved access to health care; more effective adut poverty reduction; provision of a
cleaner environment and protection of abused damldr Education for instance is the main
vehicle used by the community to develop new gedimera and to reform education to affect
knowledge. According to Jafta (2013) social enteepurs can help solve some of South Africa’s
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developmental problems and address the lack oélsonity. They form and manage initiatives
to achieve social change.
Sivanathanu and Bhise (2013) are of the opiniohgbeial entrepreneurs play the role of

social change in the society by:

» Adapting a mission to formulate and sustain so@#le.

* Recognizing and persistently chasing new opporasib serve that mission.

* Engaging in the process of continuous innovatidapéon and learning.

» Acting boldly without being limited by resources@ntly in hand.

Essentially, the key motivation of social entrepnars is to take action against a
community’s problem without the intention of prafg financially i.e. they prioritize more on
serving the needs and wants of the community inoeenmgenious way. This is an indication
that social entrepreneurs differ from profit-origshientrepreneurs. According to Santos (2012), a
dominant difference between commercial entreprestgoirand social entrepreneurship is that,
social entrepreneurs are determined to generate ¥al society. Abu-Saifan (2012) identifies
the unique characteristics of profit-oriented epte@eurs and social entrepreneurs - mostly
found in both types of entrepreneurs - as showiralrie 1 below.

Table 1: Unique and common characteristics of profioriented entrepreneurs and social

entrepreneurs
Unique characteristics of the| Characteristics common| Unique characteristics of
profit oriented entrepreneur | to both types the social entrepreneur
» High achiever » Innovator » Mission leader
» Risk bearer » Dedicated » Emotionally charged
» Organizer » Initiative thinker » Change agent
» Strategic thinker » Leader » Opinion leader
» Value creator » Opportunity alert » Social value creator
» Holistic » Persistent » Social alert
» Arbitrageur » Committed » Manager
» Visionary
» Highly accountable

Source Abu-Saifan (2012)

In the non-profit perspective, opportunities are joined to the creation of wealth for
owners but fairly linked to the necessity to suppoisocial purpose yet remaining financially
sustainable (Moss, Short, Payne, & Lumpkin, 20AtEording to Kirkwood and Walton (2010),
the purpose of a social enterprise is to deal fotemost social issues that may have bee
inadequately catered for or escaped the attenfigowernment. Essentially, social entrepreneurse\y
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are viewed as those with the unique capacity t6é apd tackle complex social issues rather than
leaving societal needs to the government or thexfwisector.

Graduate employment in South Africa.Several descriptions have been put forward for
the term graduate. These range from holders ofcadbar or higher degree from a university
(Altbeker & Storme, 2013); people with college edgfimn who are targeted by companies in
their graduate recruitment programmes (Pauw, Bh@aga, Ncube, Oosthuizen, & van der
Westhuizen, 2006); to students who have gradudtets€ka, Cosser, Breier, & Visser, 2010).
Nevertheless, we are inclined to define a graduait reference to this paper, as a degree
holder (including postgraduate qualification) witthoreference to the institution where the
gualification was obtained. We are convinced th& ts a more apt definition considering that
studies have indicated the high likelihood of emgpient for people with college/university
degrees. Albeit, considering the high levels ofdgete unemployment in South Africa, there is
serious doubt whether this is the true positiors{looizen, 2005). It is even argued that graduate
unemployability is as a result of a lack of quahbtions in Engineering and Science, which
Breier and Erasmus (2009) have squarely placduealdor of the segregated educational system
which did not allow the majority of South Africarts pursue studies in these disciplines.

The term employability means different things tffedent scholars and practitioners. In
fact, one is yet to find consensus in literatura@a$iow to definitively characterize this term.
According to Coetzee and Esterhuizen (2010) “emgiddify refers to those proactive career
behaviors and abilities that allow people to obtaigenerate work through optimal use of both
occupation-related and career meta-competenciestden, Hall, Elliot and Lewin (2011) add
“while there are variations in the classificatiohemployability, there is a broad understanding
of what qualities, characteristics, skills and kiedge constitute employability both in general
and specifically for graduates”. Nonetheless, samisolre in agreement that the term simply
speaks to attributes that suggest ones capaclig tared for a job. Minten (2010) for instance
characterizes employability as the competencetafnéng and continuing to accomplish work;
the aptitude to act independently in the work plasesucceed by means of sustainable
employment. Individual employability relates to emstanding, attitudes and skills that an
individual retains and the way in which they usesth possessions when they are presented to
potential employers in a specific situation suchthes labor market. This fits Barries’ (2006)
interpretation of the requisite credentials for é@mwgpbility, which include work-integrated
learning modules and practical applications fordetus to gain experience in the work
environment and identify certain skills in practice

The above descriptions provide a foundation for emsthnding the concept of
employability; it is clear that employability isehlevel to which workers have abilities that
employers view as excellent. Some of these aslitire captured in the following table courtesy
of McQuaid and Lindsay (2005).
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Table 2: Necessary abilities for employability

Individual Factors Personal External Factors

Circumstances
Employability  skills  and | Household Demand factors
attributes circumstances Labour market factors
Essential attributes Direct caring| Level of local and regional or other
Basic social skills, honesty andesponsibilities demand, nature and changes | of
integrity, basic personalCaring for children| local and regional demand(requirgd
presentation, reliability, elderly relatives, etc. | skill levels, occupational structure
willingness to work, of vacancies, sectors where

understanding of actions ai
consequences, positive attitu
to work, responsibility and sel
discipline.

Personal competencies
Proactivity, diligence, self
motivation, judgment, initiative
assertiveness, confidence,
autonomously.

Basic transferable skills
Prose and document literag
writing,  numeracy, Vverbad

presentation.

Key transferable skills

Reasoning, problem solvin
adaptability, work-proces
management, team  wor
personal task and tim
management, functions
mobility, basic Information
Communication Technolog

(ICT) skills, basic interperson:
and communication  skills
emotional and aesthet
customer service skills.

né@ther family and caring
deesponsibilities
f-Financial commitment
to children or othe
family members outsid
the individual's
-household, emotiong
,and time commitment
atd family members o
others.

Other househoilc
yGircumstances

IThe ability to acces
safe, secure, affordab
and appropriate
housing.

)

S
K,
e

c

ydemand is concentrated), locatic
centrality or remoteness of loc
slabour markets in relation
[ centres of industry or employmer
elevel of competition for jobs
actions of employers’ competitor,
Alchanging customer preferencs
setc.

[
Macroeconomic factors
Microeconomic stability, mediun
1to long-term business confideng
level and nature of labour dema
swithin the national economy.

e

» Vacancy characteristics
Remuneration, conditions of wor
working hours and prevalence
shift work, opportunities fo
progression, extent of part-tim

temporary and casual work, a
availability of “entry-level”
positions.

Recruitment factors
Employers’ formal recruitment an
selection procedures, employe
general selection preferences

(o]

=

el
nd

example, for recent experience
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High level transferable skills employers’ search channels
Team work, business thinking, (methods of searching for staff
commercial awareness, when recruiting), discrimination |(
continuous learning, vision, job- for example, on the basis of age,
specific skill, enterprise skills. gender, race, area of residence,
disability, unemployment
Qualifications duration), form and extent of
Formal academic and vocational employers’ use of informal
gualifications, job-specifi¢ networks, demanding only
qualifications. appropriate  qualifications  or
credentials.

Work knowledge base
Work experience, general work
skills and personal aptitudes,
commonly valued transferable
skills  such as  driving,
occupational specific skills.

Labour market attachment
Current unemployment/
employment duration, number
and length of spells a
unemployment/ inactivity,,
balance of work history.

—

Source:McQuaid and Lindsay (2005) [Adapted]

According to Cape Higher Education Consortium (2088uth Africa has experienced a
major development in the figures of unemployed dogether with matriculants and university
level graduates. The issue of unemployed gradustiereasing globally and not exclusive to
South Africa. There is enormous literature on thieject with numerous studies based on tracer
and longitudinal assessments of young people ag plaas through higher education into
employment.

The number of graduates who are unemployed corgtitneise in South Africa. This is
viewed seriously especially given that unemploymeisteadily climbing up to 26%. During the
1stand 29 quarters of 2013, unemployment increased by niae 100 000 (StatsSA, 2013). As
StatsSA (2013) further reveals, a large numbeha$é¢ who were unemployed in th¥ guarter
of 2013 comprised those who did not complete higiosl education thus suggesting that the
successful completion of high school as well asioiotg a tertiary qualification could be a
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panacea for unemployment. But as Moleke (2010) tposieveral other factors impede
employability. These include institution attendigeld of study, race, and gender.

Potential causes of graduate unemploymentAccording to Oluwajodu, Blaauw,
Greyling and Kleynhans (2015) unemployment is ahhpgiority in South Africa. They also
acknowledge reduction in economic welfare, as aglbrain drain as some of the consequences
of unemployment in South Africa.

Pauw, Oosthuizen, and van der Westhuizen (2006¢ueethat graduate unemployment is a
feature of several factors namely:

* Qualification obtained and field of study. In todayncreasingly complex business
environment, organizations are more inclined tk saadidates with the right credentials
for their core business. In most cases, one fildg the core business needs of
organizations require mostly scarce skills suchEagineering and Science. In fact,
Moleke (2010) makes a case for Engineering as béldractice which teaches relevant
job-specific skills which provide the fresh graduéte opportunity to do well at his job.
Sadly, graduates with humanities and arts qualiboa may take a longer period to
secure employment because employers may be letsincabout their capabilities
(Moleke, 2010). On the basis of this, it is notpsiging to find that the employment
prospects of graduates with qualifications thatrexein demand are shattered.

* Quality of education. A common debate amongst schand industry experts is that the
quality of education in South Africa is progres$yvgoing down and this is reflected in
poor pass rates students at tertiary institutideny reasons have been put forward for
this including quality issues in basic education South Africa. Worse still, the
segregated education system which was availableetanajority of the citizens during
the apartheid era is still considered a major nedsopoor performance in many tertiary
institutions. As a result, employers hesitate to ayo campus recruitment drives in
historically black institutions. In agreement witis are Oluwajodu et al (2015) whose
sample of unemployed group comprised graduateshofesity of Fort Hare, University
of Zululand and University of Limpopo.

» Sustained discrimination. The unequal educatiortesysmentioned above could have
roots in the unfortunate skewed employment datahlvbeems to favor Whites and a few
Asian and Coloured South Africans. It can be argiredl the skewed education system
denied majority of the citizens the opportunity dbtain employability skills which
include among others workplace readiness skills.

According to the National Film and Video Foundat{®VF) (2005), to get a job with a
gualification in the Arts may be demanding consigrthat one is expected to have attained
some work experience before accessing most jobsnaiitm, music, and even social sciences. N
For instance, in the film industry a directing rogjuires some experience. In the same veinsy

taking up the role of a creative officer is a Idegn achievement and as a result may not be that §°
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enticing to remain in the profession for too lotigis therefore not surprising that substantial
unemployment and unequal earnings characteriz8dhéh African labor market, with the youth
excessively affected (2013) leading to a reliannesocial grants — including old age, child
support, disability, foster care, care dependemey] grant-in-aid for income (Western Cape
Government, 2013).

Graduate employability through social enterprise. The argument around the
employability of graduates is not a new one; irt fabas been the issue of extensively ranging
academic research for nearly three decades (Atwd0#0). According to Bruns (nd) “most
graduates lack essential experience of the wor&epl&heir training has not been sufficiently
relevant to the requirements of organizations.dfaduates to compete in the highly competitive
world of work, organizations in various industriegve resorted to on-the-job training”. Weddle
(2009) adds “In the past, employers were willinghiee those who had modest skills and train
them to perform a job. Today, they will only empiadividuals who have all of the skills to do
a job and the state-of-the-art knowledge requioeaise those skills effectively on-the-job”.

According to Owens and Tibby (2014) graduates meqgthie skills, abilities and qualities
to allow them to be effective in this shifting gidbeconomic environment. Progressively,
employers believe graduates to be innovative, athgtand flexible and have an enterprising
mindset. Enterprise education supports employghilit empowering students to develop the
characteristics, attributes and skills that wilhble them to make effective contributions to the
economy and society. Enterprise education eviddmkg to employability and as such, has to
be at the core of employability strategies.

Wilson (2012) defines enterprise education as tbegss of preparing graduates with an
improved capacity to generate ideas and the gkillsake them happen. This prepares graduates
with characteristics, capabilities and skills tatvelop their employability and empower them to
be entrepreneurial in a range of settings includingployment. Helyer and Lee (2014) makes a
case for experiential learning as ancillary to thiecess by stating that learning and doing
cannot be separated and therefore students whotdmake any attempts to secure some work
based skills are not likely to attract any attemtfoom employers (Birchall, 2013). However,
Cooper, Orrell and Bowden (2010) also affirm thiew that it is not enough for graduates to
simply experience the workplace inactively; theydeo actively participate in order to learn.
Essentially, learning is the product of graduatebrts to understand and transform their
experience in a way that it makes sense to them.

Graduates’ attributes. It is common to find various explanations for theuses of
graduate unemployment in South Africa. A number tbése have been attributed to
unemployability perhaps resulting from qualificatiobtained, institution attended and or even

work experience. Some studies have however padtaih to skills and attributes that facilitate -

9

employment. For instance, Harvey and Green (19@djgoward what employers have indicated N
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as the most wanted graduate skills groups in ratddr of employers’ preference. See table
below.

Table 3: Critical graduate attributes

1. Willingness to learn 7. Co-operation 13.  Analytit9.Adaptability
ability (organizational)
2. Commitment 8. Communicationl4. Flexibility | 20. Ability to cope
skills — written with pressure
3. Dependability/reliability 9. Drive/energy 15. Irative 21. Time,
management
4. Self-motivation 10. Selft 16. Logical| 22. Rapid
management argument conceptualization
of issues
5. Team work 11. Motivation 17.Adaptability23. Research skills
(intellectual)
6. Communication skills +12. Problem 18. Numeracy | 24. Self-confidence
oral solving ability

Source: Harvey and Green (1994).

Griesel and Parker (2009) instead focus on foumnsategories of skills and attributes
that employers look out for to include basic skillgellectual ability, workplace skills, applied
knowledge and interactive skills.

CIHE (2008) acknowledges seven important necessfte graduate employability to
include subject specific knowledge, analytical essk/technical skills, maturity,
thinking/problem solving skills, new ideas and dapty to aid innovation, high potential and
future leadership potential. Gartland and Wood &06n the other hand recognize that to
improve employability and consequently enhance sl attributes will require ‘increasing
levels of conceptual, analytical and appraisallskitom undergraduates and master's-level
students’ with lessons that focus on, among othergginality and the ability to deal with
complex issues and make sound judgments in abstéicoenplete data’.

Coetzee (2011) argues for a well-rounded gradusde dppeals to an employer. She
further states that a student’s graduatenessiigetyy his intellectual capacity which facilitate
job placement and therefore suggests the follovekitls for graduates: Problem-solving and
decision-making skills; cultural competence; sottitgh emotional literacy; analytical skills and
several others.

Interestingly, Oluwajodu et al (2015) are of thewithat “South African graduates are
often unsuccessful in the recruitment phase, becthey lack some of the required skills”.
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4. Discussion

Although we have found some papers that have regpothe impact of social
entrepreneurs to socioeconomic development, wgedr® find any evidence that makes a direct
reference to how they can improve graduate emplbtyaldhis claim of ours is not specific to
South Africa using the data we have assembled bthrar studies. It is clear anyway that social
entrepreneurs add value to socioeconomic developthesugh their ‘charity’ efforts and the
provision of employment to community members (Maglanlwu, & Mugobo, 2014). While
these roles played by social entrepreneurs areenthte crux of this paper which is to understand
how social entrepreneurs can improve graduate efability is yet to be resolved. Judging from
the contributions of Owens and Tibby (2014), Wil¢8612) and Heyler (2014), we deduce that
social entrepreneurs can demonstrate their effartseducing graduate unemployability by
offering opportunities to university/college stutkeand graduates to participate in what Owens
and Tibby refer to as enterprise education. Thigur opinion, will comprise elements of work
integrated learning, job shadowing, experientiathéng and community engagement. It is hoped
that these will not only build career managememhmetencies in graduates, but also improve
their employability.

According to Jackson and Wilton (2016), one offitvenidable ways of nurturing career
management competencies in undergraduates is threxayk integrated learning, which
enhances students’ understanding of the expeciésliskluding how to perform on a job. Work
integrated learning is considered necessary ovarttpé continued economic uncertainty and a
highly competitive labor market Ross, 2012; Tondims2012). Therefore, it is necessary to have
employers assisting in the development and enhasmenf employability opportunities for
graduates by providing work readiness opportunthas bring real issues of the workplace to the
attention of those who patrticipate in work integrhtearning.

The concerns of Cleary, Horsfall, Muthulakshmi, Helh and Hunt (2013) regarding a
lack of managerial support in the workplace forsth@n work integrated learning projects could
serve as an excellent opportunity for social emaepurs. We posit this argument on the strength
of our understanding that for-profit organizatiotisjelines and other exigencies of business
may not permit those who are assigned the respbtysidf managing those on work integrated
learning to properly provide mentoring and othgusart they need.

Experiential learning means providing students wite opportunity to gain exposure,
outside the classroom, to concepts that are taugisthool. This could be in the form of
simulations, field visits to and conducting smakignments for organizations (Luppino, 2007;
Hindle, 2002; Duarte & Hodge, 2007; Mustar, 200®)stin and Rust (2015) refer to it as a
hands-on experience that can include service legrrapplied learning in the discipline, co-
operative education, internships, study abroadexipérimental activities.

Job shadowing simply means allowing someone torebse more experienced person N
executing his daily roles and responsibilities. ladMader and Alexander (2015) describe it as ~
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a “way for [the] youth to become aware of the warfdvork through programs sponsored by
schools or social organizations”.

These propositions of ours have been widely rebedr@and empirically suggested as
likely buffers of work readiness of students but morelation to social entrepreneurs. What has
been suggested mostly in extant literature on pnser education is a triad of engagement
involving community, students/institutions of higHearning and an organization (either public
or private). An opportunity exists here for so@atrepreneurs to champion enterprise education
projects of colleges/universities by providing hsiwh training opportunities for students to
understand how problems are solved in the real dvamhd so on. In this case, social
entrepreneurs are in touch with colleges and usities thereby they can make input into the
curricula of schools.

Currently, evidence from South African studies ssgg that mostly profit oriented
organizations are the ones that participate inetheogrammes. It is believed that these
programmes serve as their corporate social redpbtyseffort. In fact, the Cell-C Take a Girl
Child to Work programme is hailed as a credibleapmity for young girls in high schools to
be exposed to a variety of career options. Sewganizations take this initiative seriously as
they seek the support of schools to nominate paatits. It is not yet known how far this
programme has aided young girls in preparing foar@er after school. What this boils down to
is that to date there is hardly any empirical enade in academic literature that social
entrepreneurs, specifically in South Africa, adtleao graduate employability.

5. Conclusion

We set out by asking the question: are social prereurs likely to assist in improving
graduate employability? Essentially, we wanted doedain if there is a nexus between social
entrepreneurship and graduate employability. U#iiegtraditional literature review method, we
have found that social entrepreneurs can improeesttcioeconomic circumstances of their
communities. Therefore, burgeoning economies suchSauth Africa, Brazil, Russia and
Ukraine can realize through this paper, that theseindeed a nexus between social
entrepreneurship and graduate employability. Tresums that emerging economies can begin to
seek the opportunities that can be tapped to credte improve employment levels and
subsequently reduce poverty and dependence onatteefer every need. In particular, the rising
unemployment levels in South Africa have discoudagevelopment in many ways. Worse
even, is the high level of graduate unemployabilityis acknowledged that government has
intervened through numerous means including itdipyivate partnerships such as the SETAs.
Very disappointingly, unemployment and unemploybitontinue to be on the rise. While it
has been noted that social entrepreneurs can dde waterms of socio economic developmentm
of any nation, their particular roles in this redjae. contributing to graduate employability in ~g
South Africa - have yet to be investigated. Thenificance of this paper is therefore derived §°
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from this particular need to understand whetheras@ntrepreneurs can assist graduates find
employment. This paper therefore makes a call dahér, intensive engagement of the subject
in the form of an empirical investigation which hskeek to decipher how social entrepreneurs
can assist in improving graduate employability theducing unemployment and significantly
contributing to the socioeconomic development afitBcAfrica. We are convinced that further
studies on the subject will add to the existingrature on social entrepreneurship and graduate
employability.

Nonetheless, this paper may be used to advancrithent platforms or grow innovative
methods providing graduates a better chance tateessful in the working environment. It is
also hoped that this paper will enable social @néneeurs to specifically evaluate the condition
and those abilities essential to employability e tabor market. This will help to understand
how South African social entrepreneurs can conteitia social development. This paper calls
for sustained discussions on how social entreprsrean improve graduate employability.
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EMU?
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1. Theglobal financial crisssand EMU

European Economic and Monetary Union is heterogemegconomic area, because it
includes individual states with different econoraitd financial structures. According to the
fact that it cannot be avoided a heterogeneousatgdahe different Member States, all the
states are governed by the logic of economic benefi unification, convinced that the
benefits will overcome the problems of monetarggnation. However, numerous problems
cannot be easily measured, and it is difficult moerstand their nature and significance.

During accessing to the EMU the biggest fear f& $hates and the biggest lack is
possibility of asymmetric disturbances. The probleihasymmetric shocks for states which
come together was analyzed by Robert Mundell ferfitst time in his theory of optimal
currency area (OCA) (Mundell 1961, pp. 657-665))Ivbefore the establishment of the
European Monetary Union. By European monetary natémns, this problem has been re-
actualized and became an integral part of analgéien with diametrically opposite results
and views. Thus, for instance point of view of tieropean Commission is that in EMU are
not possible asymmetric shocks, because by mongtgration it comes to expanding the
scope of trade and correlation of economic actiwitiile Paul Krugman insists on opposite
views. Specifically, according to Krugman, elimingt the barriers of trade, due to joining
the EMU by countries, has affects on the locatiébrindustry and the effect of regional
activity concentration, which has influence to #imlity that the shocks get characteristics of
individual countries and become asymmetric.

Unlike various positions, whether in the EMU abserar presence asymmetric
shocks, most economists agree that the surviveiMi) just depends on the possibility of
eliminating the crises. It can be concluded that phoblems and solutions for asymmetric
shocks are embedded into the idea of EMU, while fthancial crisis are exceptional
circumstances, outside of European asymmetriesEdfid leaders did not design predefined
solutions.

The first serious challenge for the EMU was prdygighe global financial crisis,
which imposed the issue of the possibility to EMuve. Although started in the U.S.
unexpectedly, the crisis spread to the Europeatin@nt soon, and seriously damaged the
EMU. The emergence of the global financial crisishe U.S. in August 2007, nobody could
predict, and definitely no one economist could deiee the speed of diffusion of the global
financial crisis on the whole world economy. Anatimaportant problem related to the global
financial crisis is the fact that everybody anatyzkee reasons of crisis, no negative effects
caused by financial crisis and how to prevent tmeggtive effects, and by that it was rapidly
spreading the crisis through the global financystem.

Sometimes absurd sentence by Martin Feldstein:€eTisea possibility that the conflict
between member states, or states within and outbieleEMU finish by war, became a
potential scenario. (Feldstein 1997, pp. 61-62)

The growing differences between the member statesributed to the unexpected
negative impact of the global financial crisis. Tgap between developed and lower
developed countries of EMU, escalated ahead ofjkbieal financial crisis, multiplying the
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differences in borrowing capacity. For example,itiierest rate on the long-term government
securities in Greece was five times higher thaniriterest rates on the German government
securities. Borrowing costs increased in countoesside the EMU, as well, but that
countries had monetary sovereignty and operatioaphcity of national monetary policy,
which could, ultimately to print national money agldninate differences.

Contrary to the Maastricht Treaty, which did nobypde a socialization of loses, it is
temporarily resolved the crisis in Greece, and timelieland, Spain and Portugal, thanks to
donations from member states. But after the Greekl@ms it imposes a several key issues:

If Greece almost every year of membership in EMW$ Wwayond the limit of
the budget deficit and public debt, solution foe tturrent crisis can nullify
negative effects of the deficit, but not the problef the public debt. The
negative effects of the public debt need to becedfitin the years to come.
Second controversy is the question of aid to Greeamely, whether Greece,
Ireland and Portugal received necessary assistamtehat several countries
were in the same situation.

The third controversy is the question of a crisisicountries with dominant
share of the GDP, how would be solved the situatibibbudget deficit and
debt in Germany, Italy, France and Spain, becausie tontribution in total
GDP of the EMU is about 75%. Fourth controversywisether Greece,
Ireland, Portugal can cause a domino effect irEfJ.

Generally, observing on the impact of the on thelEM can be identified two key problems,
which hinder effective response to crisis such as:

Lack of coordination between macroeconomic polic@s a result of
heterogeneous fiscal policies with a vaguely defifeeus on the EMU) and
EMU covers only the part of the EU territory (Eueam Central Bank operates
only on the part of territory, and the EU instituts operate on EMU states
and other EU states outside of EMU). The other bemk is particularly
evident during the crisis when it is necessaryr@téi action of all economic
policies and its main instruments fiscal and maryetzolicy, which is not
feasible in the EMU.

It can be pointed out, despite humerous studiesaaatysis of asymmetric shocks in
the EMU, which were characterized as a dominantbfaadestabilizing monetary integration,
few of them have been devoted analyzing the crespecially on a global level, and their
potential resolution. That attitude of researchsrikely determined by absence of major
financial crisis in recent years, because the Giegiression from the thirties of the last
century, by the most economists described as a tiomg ago. However, it can be safely
interpreted Milton Friedman point of view, as ammemist that has marked ®2@entury and
signaled that the EMU, which is designed on thd sfethe new millennium, its survival and -
further functioning confirm just in crisis situatis, which cannot be predicted and designeﬁ

their destructive power.
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2. EMU effects on the member states before and after the
global financial crisis

The global financial crisis has only highlightee throblem that has existed since the
foundation of the EMU. Single monetary policy cahhave unique effect during the crisis, if
there is no single economic policy in the EMU. Bessathe EMU is created without political
integration, economic policy are under the juriidit of the national government, and
monetary policy as an instrument of economic poisclymited by the lack of harmonization
of fiscal policies in the EMU.

The absence of political integration is only onem@ny shortcomings of the EMU,
where mistakes were made since its inception. Alghdoy Maastricht Treaty, which created
the EMU, it was defined that movement to the manyetanion, beside principle of
convergence need to be based on principle of gliadyaEMU leaders have significantly
accelerated the start of the third stage, namédyt functioning EMU and some countries
gave a lot of concessions and exemptions. Statestheabiggest problem with the fiscal
convergence criteria, which is related with budidgficit and public debt. Gradualism which
is required, replaced by urgency and the mistakasrhade threatened to jeopardize whole
EMU project. In December 1997, only Finland, Luxemiyg and Portugal have fully met the
convergence criteria, and, in 1999, it was decitiati all EU member states become a part of
the EMU.

Accelerated creation of the EMU, with a lot of cessions and under-defined rules, it
cannot be rationally explained, but it can be asslithat it is result of the effort to create a
zone of monetary stability in Europe, as a courakrp the U.S. dollar, and to offset the
effects of turbulence on the dollar in Europeanneoay. In fact, some European countries
(Germany, Austria, Belgium, Netherlands, Luxembwtg,) feared that a devaluation of the
dollar affect to the exchange the dollar with theurrencies, which will lead to the
appreciation of their currencies and make diffi¢h#ir export.

Accelerated creation of the EMU had another oppasfiiect. It is not performed cost-
benefit analysis in the long-run. In the all theimad analysis it is not included impact of the
global financial crisis. Therefore, in order to el®ine the final effects of monetary
integration it is necessary to analyze the basmmewmic parameters in the EMU founding
states, including the states in regime of exemptionthe period before and after the global
financial crisis. Review of basic economic paramseteefore the global financial crisis is
given in Table 1.
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Tablel. EMU impact on 12 founding states, Great Britain, Denmark and Sweden, asa
per centage of aver age value changes, during the time period 2000-2008, compar ed to

2000

GDP Budget/GDP | Debt/GDP Inflation lrz:ga Unemployment
Euro zone 30.6 -1.86 68.62 8.57 -194 4.9
Belgium 32.9 -0.4 96.05 -12.8 -20.5 17.4
Germany 17.9 -2.01 63.84 29.3 -19.2 17.2
Ireland 58.7 4.8 31.84 -34.6 -20 10
Greece 65.9 -4.73 99 18.4 -23.5 -12
Spain 60.8 -0.13 46.72 -4.8 -20.3 -4
France 30.2 -2.78 62.52 20.9 -19.3 10.8
Italy 25.9 -2.84 105.94 -4 -18.2 -10
L uxembourg 62.4 2.33 7.28 -20 -20 126
Netherlands 32.8 -0.38 51.37 5.7 -19.5 68.1
Austria 32.8 -1.36 64.22 2.7 -20.8 27.7
Portugal 28.5 -3.5 59.15 6.7 -19.8 60
Finland 33.1 4.13 40.54 -36.4 -20 -5.5
Great

10.2 2.1 41.93 126 -10 2
Britain
Denmark 30.1 2.75 40.73 -21 -18.9 -1
Sweden 30.6 1.67 48.83 41 -17.3 234

Source: http://epp.eurostat.ec.europa.eu

Remark: GDP column represents the percentage of incri@aseminal amount of the GDP,

in 2008 compared to 2001. Column Budget/GDP, referthe average budget surplus or
deficit as the percentage of GDP from 2000-200&tDP column, refers to the average
value of debt as a percentage of the GDP from 2Z008. Column inflation represents the
percentage of increase/decrease average inflationgdthe period 2000-2008, compared to
2000. Column interest rate represents the percertamcrease/decrease average amount of
the long-term interest rate during the period 20008, compared to 2000. Column
unemployment rate represents the percentage oéasefdecrease average amount of the
unemployment rate during the period 2000-2008, @megbto 2000.

If we consider all the factors for the separatentoeis summarized in the table above,
it can be concluded that the EMU winners are Fuohldreland, Spain and Italy. Finland is the
only state that fully achieved positive results ah criteria considered while all other
countries can be considered losers. The biggestdagere France and Germany, considere
to be the backbone of the EMU. These results age@ordance with the widespread belief o
that the monetary union provides more benefitsnaler states. Also, it can be concluded,
that Great Britain and Sweden, which did not adcebecome part of the EMU, definitely
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lost by their decision, showing poorer performante¢he economy in comparison to the
EMU member states.

Definitely, a fact that should concern the leader€MU is the worst position of
Germany. Germany can be described as the biggestilo the EMU. As a country with the
average savings per capita of 60 000 euro per yehose GDPrepresents a quarter of total
GDP in the EMU, and whose Central bank and currdrecy a dominant influence on the
ECB creation, Germany is considered to be the EMtkbone. Numerous concessions were
made for Germany to join the EMU, and despite sekapticism, nobody in Germany could
imagine such developments. In the last decade, &grmealized GDP growth by only 18%,
increase of inflation by 30% and the unemploymeite by 17%. The alarming data is that
the about 50% of the Germans want to leave EMU, iaimee add the pronouncement of
Germans officials, who pointed out that there waes possibility to return to the Deutsche
mark, the situation becomes even more complex.

Table 1 give us distorted picture which countrieshvand which ones lost by joining the
EMU, because the basic economic parameters significdisturbed in some countries after
2008, after the impact of the global financial isti$Vhich can be seen in table 2.

Table2 EMU impact on 12 founding states, Great Britain, Denmark and Sweden, asa
per centage of aver age value changes, during the time period 2008-2011, compared to
2008, after theimpact of the global financial crisis

GDP Budget/GDP | Debt/GDP Inflation Irl;:j& Unemployment

Euro zone 1.6 -4.7 80.6 -6 -2.3 24
Belgium 6.7 -3.5 94.7 43 -7.3 8.6
Germany 3 -2.2 76.3 -27 -22.1 -5.7
Ireland -14.3 -16.4 77.5 -65 36.6 83.7
Greece -10 -11.2 138.2 10.8 123.5 54.2
Spain -1.4 -8.4 55.9 -19.7 7.4 57.3
France 2.5 -5.8 78.9 14 -14.8 17.3
Italy 0.8 -4.1 115.1 10 5.8 16.8
L uxembourg 10.2 0.2 16.4 -2 -22.7 -0.5
Netherland 1 -3.7 61.9 31 -20 26.6
Austria 6.7 -3 69.2 1.1 -12.6 13.1
Portugal 3 -6.9 88.9 -29.2 49.3 294
Finland 2.7 -0.3 43.6 64 -18.9 20.3
Great Britain -4 -8.75 72.4 47.8 -29.2 295
Denmark 2.6 -0.9 40.8 41.1 -20.3 80.1
Sweden 15.9 0.5 39.8 25 -19.8 225

Source: http://epp.eurostat.ec.europa.eu

I German GDP is equal to GDP of 12 Member StatesmxX¥-rance, Italy and Spain

Page3 04‘



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development

2016, 5(10): 299-308

Remark: GDP column represents the percentage of incrieaseminal amount of the GDP,
in 2011 compared to 2008. Budget/GDP column referthe average budget surplus or
deficit as the percentage of GDP from 2008-2011btD&DP column refers to the average
value of debt as a percentage of the GDP from 2W08-. Inflation column representing the
percentage increasing/decreasing the inflation aatrage from 2008-2011, compared to
2007. Interest rate column representing the pesgenincreasing/decreasing the long term
interest rate average from 2008-2011, compared 0@3.2 Unemployment rate column
representing the percentage increasing/decreasisgiployment rate average from 2008-
2011, compared to 2008.

3. Conclusion

A huge problem in the EMU is the lack of crisis ragament, or adequate response to
the financial crisis. In the case of Ireland, ityntze noted that in the period before global
financial crisis in 2008, Ireland had a budget kig@nd public debt which is twice smaller
than required by the Pact of stability and grow#fier the crisis, bank debts and huge budget
deficit threatened to endanger, not only Ireland,diso the euro zone. EU finance ministers,
contrary to the Maastricht Treaty, brought packafysupport in the form of loans to Ireland
(85 billion euro).

Countries with big current account deficit in thel8 have three alternatives:

» Adaptation on the national level (includes the ssaey structural reforms, which
country have to do in order to increase competisenef domestic enterprises,
increase productivity, increase the flexibilitywéges and labor force),

* By special regulations should be make impact tanduthe crisis in the EMU
countries with consistently higher export, to irage intra trade and import from
countries with deficit (according to some analytesre are consideration that this
measure in the EMU would not have expected effdmgause Germany import
increase by 10% from deficit countries, it wouldv@ampact to increase import from
Greece, Portugal and Spain for only 0.25%, an@aby 1%, etc.

* Finally, as a dominant potential solution for ba&karof payment deficit, budget and
public debt it is obtruded change and consolidatiscal policy in the EMU. Since
Keynes, who pointed out during the first and thggbkst crisis in the world, 1929-
1933, importance of fiscal policy, fiscal policy usually given prime importance in
the elimination of financial crisis. In the EMU ielatively short-term, fiscal problems
of Greece and some Member States have threatenedd&rmine stability of the
financial system in the EMU, so EMU and EU, in M&y10, decided to implement
far-reaching measures and help countries in thebleo The aim of these measures
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was fiscal consolidation and harmonization of fispalicies in the EMU. Fiscal
consolidation involves fiscal tightening and radlicaeducing in the spending and
increasing of budget revenues, and by fiscal disgpand harmonize rules expect
harmonized effect of public finances. However, tdlyf achieve these goals it is
necessary to be revised basic principles of thé &astability and growth. Pact of
stability and growth involves political decisionaat sanctioning individual countries,
S0 it is necessary incorporate system of autonsatictions. Also, it would be left the
emphasis on eliminating the budget deficit andtphatemphasis on the regulation of
the level of national debt. Additionally, it is ressary to make monitoring of
macroeconomic events and effective crisis managemen

However, despite these disparities, and the laddefjuate crisis management, it can
be assumed how much more difficult would be tasknahaging crisis situations without
existing the EMU, namely with 16 different natiorrairrencies and one dominant Deutsche
mark. The appreciation of the Deutsche mark forotter nations to raise interest rates,
which would further deepen the recessionary trerépression and reduced demand,
production and employment.

It cannot be concluded that EMU fixed the problenthe global financial crisis. Will
be crisis situations successfully solved and redigt the future by EMU, it cannot be fully
determined. The crisis has not been completecayetthe problem has been solved. There is
a problem of non harmonized fiscal policy with $enqnonetary policy from the beginning of
the functioning EMU, and it escalated and camehto fore during the global turmoil and
crisis. Metaphorically, the hole in the aquariumtisticks with tape, does not guarantee a
bright future for fish in aquarium.
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Abstract

Issues pertaining to child development have beenmgortant topic in research. Not only is the
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trends in children. Socioeconomic status has rexkoonsiderable attention in research as a factor
determining development tendencies in early chiddhd\ccording to theories and frameworks,
socioeconomic status influences family dynamicsergal techniques, parental investment and
access to resources necessary for developmentirdimeworks consider that low socioeconomic
status hinders development in children. Among #nelkbpment domains that are influenced by
socioeconomic status research documents impactubgedevelopment, executive function, brain
development, behavioral functioning, cognitive dgwaent and intelligence. The four theories
dominating the research on the link between socivemic status and child development agree that
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status are able to provide the necessary precarttior development.
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1. Introduction

Family socioeconomic status predicts a number bdnsin child development (Hoff, 2003)
with SES continuously influencing the developmeajetctories (DeGarmo, Forgatch, & Martinez,
1999; Keating &Hertzman, 1999; Linver, Brooks-Gura,Kohen,2002; National Research
Council and Institute of Medicine, 2000), espegialbgnitive development in early childhood
(Bradley &Corwyn, 2002;Brooks-Gunn & Duncan, 19%McLoyd, 1998; P. Miller,Votruba-
Drzal&Setodji, 2013;Sirin, 2005). Literature proesl that poverty is linked to cognitive and
social-emotional competences (e.g. Mayer, 2002sl@dtet al, 2003; Dahl &Lochner, 2005).
While some researchers still debate the valueefrtipact (Mayer,1997), evidence suggests that
an increase in the income of the family positiveifluences children (Costellet al, 2003;
Gershofet al, 2007). A considerable number of studies haverted that socioeconomic factors
are detrimental to long term cognitive and langudgeelopment in children (Duncan & Brooks-
Gunn, 1997; Duncarmt al, 1998; Aber, Jones, & Cohen, 2000). Finally otkardies also
documented the correlation between lower socioeoamstanding and behavioral outcomes
(Dearing, McCartney, & Taylor, 2001). Specificallgarning environments that are poor influence
language and cognitive skills in children (Feinst@003), while in cases when poverty influences
the practices of parents, children have behavdifatulties starting with the age of 5 (Bore al.,
1997). Experts argue that parents invest in theidieen by obtaining equipment (books, toys) and
invest time in carrying activities (reading booksyestments which are argued to increase the
language and cognitive skills of children (Gershbtil, 2007) but which can hardly be offered
by parents of low socioeconomic standing.

The influence of socioeconomic disadvantages ahdvioral functioning is explained by
the impact that poverty has on the skills and caiiab of parents (i.e. family stress model) (Fest
et al, 2005). To expand on this topic, parents who shwe home learning will influence the
development of cognition and language in childi@itkinson & Tabors, 2001), which in return
determine success in school (Whitehwatsal, 1999). Settings that are rich in books and other
materials when joint to parents that are engagadribute to literacy and language (Raz& Bryant,
1990), emotional and behavioral regulation (Brin&rfujiki, 1993). In addition to reading,
parents conduct a number of other activities sucitarytelling, teaching numbers and letters
(Watson, 2002; Parkest al, 1999). Parents have financial resources and hurapital (i.e.
educational qualification) which determine how pésenteract with children, what activities they
emphasize as well as what the attitudes, beliefsvatlues the children will adopt towards learning
(Hoff et al, 2002). Conclusively, socioeconomic status iniltes development across numerous
domains but the discussion of all impacts is beyiedscope of this work. Instead present work
will focus on the impact of socioeconomic statusamguage developmerixecutive functioning,
brain development, behavioral functioning, cogmitdevelopment and intelligence.

Page3 1 O



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development

2016, 5(10): 309-329
1.1 Language development

Literature supports the idea that socioeconomitustaletermines early vocabulary
development (Hoff, 2003) with children of low soetmnomic status developing the vocabularies
slower than children from higher SES families (Aga, Fenson, Cronan, &Pethick, 1998;
Dollaghan et al.,1999; Hart &Risley, 1995; Hoff @8&). The link between the two variables could
be a result of factors such as biological charatterdefined by genes and influences abilities in
children, effects that emerge as a result of cfiees in the way families function (Linver et al.,
2002) and impact the differences in the languagenlag experience (Hoff & Naigles, 2002).
Comprehensively, language development has traditipbeen considered to follow a genetic
blueprint (e.g., Pinker, 2002), an approach preteitoy a considerable number of researchers
(Hoff, 2003). The other approach considers thérenment to be a stronger influence, suggesting
that environments that are supporting tend to biedefelopment and environments that are not
tend to inhibit development prospects (Hoff, 2068)thermore, the principle of environmental
specificity, notes that the environment determicessain aspects of development (Wachs, 1991).
To illustrate, maternal behavior is a predictotasiguage development in children as well as play
development (Lyytinen, Eklund, & Lyytinen, 2003).

Parental influencesthe speech of the mother mediates vocabulary dpnent, and the
differences between vocabulary sizes between higfh &d low SES children can be explained
by the differences in the speech of the motherid@oonomic status influences the development
of language in children through maternal speecégifipally socioeconomic status influences the
development of speech in mothers and in returspeech of the mother influences the growth of
the language. In addition parents may vary on #iefs that they hold on the value of interacting
verbally with children or the wish to have a chiiat is verbally active, these differences in ptaen
are argued to be a result of social stratificaldeath, 1983; Snow, de Blauw,& Van Roosmalen,
1979). Finally SES, is considered to influencettiree that parents have interact with children as
well as the manner in which the stress experiebgazhrents influences the quality of child parent
interaction (Hoff et al., 2002; Snow, Dubber, &Blauw, 1982).

Regarding the quantity of speech (Hoff, 2003b; HofNaigles, 2002), mothers of low
socioeconomic status talk significantly less and te same vocabulary while communicating
and interacting with children compared to mothegh lon socioeconomic status (Hart &Risley,
1995; Hoff, 2003a; Hoff-Ginsberg,1991). The studyHart and Risley (1995) documented that
children from high socioeconomic families had 10 @@terances in a day compared to children
of low socioeconomic status who had only 700 utteea daily. The differences in the day to day
interaction with children accumulate and define tbenmunication experience of children in the
period of childhood (Rowe, 2007).

Studies report that children are more likely to elep large vocabularies if they are
exposed to more talk as well as diversity and cexipft in speech received from parents (Arriaga
et al., 1998; Hart & Risley, 1995; Hoff, 2003a; Hutlocher, Haight, Bryk, Seltzer & Lyons,
1991). The study of Rowe (2007) documented thaldctirected speech is fundamentally
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influenced by the type of environment a child ipesed to. To illustrate, child-directed speech
accounted for 10% in the variance in child vocabutaomprehension among children, attesting
to the vital need of children to be exposed to caomicative environments to foster language
learning (Rowe, 2007; Hoff, 2003a).

Parent educatiomprevious research studies have established a liekveen the
development of vocabulary in children and socioeceia indicators such as the educational level
of parents and the income of the family. Reportedhildren who have developed vocabulary
skills also have parents who are more educatethavel more social advantages (Arriaga, Fenson,
Cronan & Pethick, 1998; Hart & Risley, 1995; Hodlflaursen & Tardif,2002; Hoff-Ginsberg,
1991). The explanation for this link—as provided éxperts—is that parents who are more
educated possess developed speech patterns andepildren with quality day to day
interaction as a result of which children develapduage skills (Hart & Risley, 1995; Hoff,
2003a). The strongest evidence for this link hanlggovided by Hoff (2003a) who suggests that
the vocabulary that mothers direct to childrengtnnfluences the development of the vocabulary
skills. The study also provided that mothers ohleigsocioeconomic status were the ones to use
long utterances as well as versatile words in thheexaction with children, on the other hand
mothers who were low in socioeconomic status etdtlthe opposite behavior as a result of which
children developed smaller vocabularies (Hoff, 26003

Experts consider that parents hold certain cogmitiilities that influences beliefs and
behaviors, which are the building stone of the sdbat parents develop about children (Goodnow
& Collins,1990). It is these ideas that fundamdnptsthape parenting practices and as a result also
the development outcomes (McGillicuddy-DelLisi& Si@895). The Home Observation for
Measurement of the Environment Inventory (Bena& drooks-Gunn, 1996), that measures the
cognitive stimulation that parents provide for dnéin, documented that there is an undeniable link
between the knowledge parents have on child dexedapand the level of cognitive stimulation
that they offer to their children. To illustratdiet maternal questioning strategies utilized for
children of 4 and 6 years old, differ accordinghie beliefs that mothers hold on the impact of
environment on development outcomes (Donahue, Rdddrzog, 1997). Heath (1983), reported
that African American parents held different bediefn parenting and communication, while
reporting that they did not respond to child uttexss and believed that children will learn on their
own and adults cannot teach children to speakh®wother hand, Caucasian parents, believed that
parents play an important role in the developmérmhddren. The interesting revelation is that
communication offered to children by their pareistSundamentally influenced by the level of
education the parents have as well as the inconteeofamily- both indicators of the overall
socioeconomic standing of the family. Arguably, there educated the parents the more likely
they will be to talk to their children, utilize \satile vocabulary as well as longer utterances. The
opposite is true for parents that are less educ&ede, 2007).

The language competence—as suggested by literatsireflience by the educational
gualification of mothers and the income of the flgmihich also influence to similar degrees the
social adjustment of children (Yeueg al, 2002). Children who have parents who are eddcate

Page3 1 2



Socioeconomica — The Scientific Journal for Theory and Practice of Socio-economic Development

2016, 5(10): 309-329

are reported to be six months ahead in languaddiesicompared to children who are the
offspring of parents without educational degre&sil8r finding were reported by the Millennium
Cohort Study which documented that the children wiare 3 years old and came from low
socioeconomic families did not show advanced cognabilities and had higher possibilities to
experience difficulties to externalize and inteir@behavior (Kiernan & Huerta, 2008). The effect
of socioeconomic factors depends on parents mgnaitak other capacities not related to financial
resources, and the final important implicationhe education of the parent which is agreed to
influence the behavior of parents and parentingagughes.

Conclusively, Hills and colleagues (2010) suggest social inequality which refers to the
social background of the family is very importaat finguistic, literacy and social outcomes in
children. According to data, children who livedpgaor families and children of mothers without
any education qualifications where the ones to lawédevels of development in language/literacy
and social domains.

1.2.Executive functioning

Understanding the link between socioeconomic stamdsexecutive function is important
for exploring the manner in which socioeconomidugainfluences development, health and
achievement (Hackman, Farah & Meaney, 2010; RaiZ&ad#ashiyama, 2010). In this regard it is
important to understand the implication of exeaeifiunction (EF) since this is the key ability for
the development of cognition, and predicts achiex@mand school readiness (Alloway &
Alloway, 2010; Blair, 2013; Bull, Espy &Wiebe, 2008.R.A. Conway, Kane & Engle, 2003;
Daneman&Merikle, 1996;Ursache, Blair & Raver, 201P) date literature has established the
link between socioeconomic status and executivetiom (Hackman & Farah, 2009), with
research studies reporting that the influence&=d &e visible on EF of children between the ages
of 2 and 5 (Blair, Granger, Willoughby, Mills-Kooa&€ox, Greenberg, Kivlighan, Fortunato& the
FLPInvestigators, 2011;Hughes, Ensor, Wilson & @maf2010;Noble, Norman & Farah, 2005;
Raver, Blair &Willoughby, 2013; Rhoades, Greenbdrgnza& Blair,2011; Wiebe, Sheffield,
Nelson, Clark, Chevalier & Espy,2011). In termgpefformance, studies suggest that children of
lower SES backgrounds perform lower than othedcéii on a variety of tasks including working
memory, flexibility, attention, and planning (Li@nMartelli, Vuelta&Colombo, 2005; Lipina,
Martelli, Vuelta, Injoque-Ricle& Colombo, 2004).r&ilar conclusion are reported for middle
childhood as SES background influences working ngnilexibility and attention, among others
(Ardila, Rosselli, Matute& Guajardo, 2005; Sarsdbiheridan, Jutte, Nuru-Jeter, Hinsh&Boyce,
2011). Additionally, SES based disparities areblesin the development of the cortical structure
(Jednorog, Altarelli, Monzalvo,Fluss, Dubois, Bila Dehaene-Lambertz&Ramus,
2012;Kishiyama, Boyce, Jimenez, Perry &Knight, 200tble, Houston, Kan & Sowell,
2012;Sheridan, Sarsour, Jutte, D’Esposito& Boyd# 22Stevens, Lauinger& Neville, 2009),
which indicates that SES differences determine @xez function.

Page3 1 3



Arif Shala and Albulene Grajcevci
The Relation Between Socio-Economic Status (SES) and Early Development: Empirical Findings and
Theoretical Perspectives

1.3.Brain development and behavioral functioning

The experiences and conditions early in life imphet development of structural and
functional brains; specificallgocioeconomic status is linked to the volume @pbcampus in
adults. Additionally, studies also documented that socioecaic status is linked to brain size with
higher SES adults possessing larger brain sizepaxd to low SES adult€ompared to other
concepts there is a limited a number of studighetink between socioeconomic status aedro-
behavioural functioning in children (Noble, Norm&nFarah,2005; Rao, Betancourt, Giannetta,
Brodsky, Korczykowski,Avants, Gee, Wang, Hurt, @é&trFarah, 2010). Socioeconomic status
has been reported to impact the executive conttatkman & Farah, 2009; Hackman, Farah
&Meaney, 2010), suggesting that by the time thddolin enter school SES has influenced
cognitive and neural systems. A study researctiegieural activity in 5 year olds reported that
low SES children had lower hemispheric speciakatof inferior frontal gyrus (Raizada,
Richards, Meltzoff & Kuhl, 2008). It is argued thatv SES influences the development of infants
because of the lack of parental education, low ityualare of parents, poor settings and
malnourishment among others (Bradley & Corwyn, 2002 is generally agreed that these
differences that can be attributed to low SES tesulifferences in infants as early as 6-9 months,
which reflect in the activity of the brain (Tomailskloore, Ribeiro, Axelsson, Murphy, Karmiloff-
Smith, Johnson & Kushnerenko, 2013).

1.4.Cognitive development and intelligence

Cognitive deficits have been linked to the socioexnic status of the families with deficits
becoming evident in the two first years of a clsltife (Mackner, Black, & Starr, 2003). Studies
have documented that beginning with 2 years olgepy predicts IQ scores and neighborhood
influences IQ scores by the age of 3 (KlebanovoBseGunn, McCarton, & McCormick, 1998).
In addition to influencing 1Q, poverty influence#temtion in children as young as 6 months
(Clearfield &Jedd, 2013), as well as cognitive itBlity which represents the capability of the
infant to process information from different sowged the same time (Clearfield & Niman, 2012;
Lipina, Matrtelli, Vuelta, & Colombo, 2005). Similarfluences of socioeconomic status have been
reported in the exploratory activity of infants tvinfants from low SES backgrounds spending
less time playing which influences their capactiyekplore objects (Milteer & Ginsburg, 2011).
A number of researchers argue that nutrition—mareciically poor nutrition—can be an
important influence on exploratory behavior. Acdngdto Arburto, Ramirez-Zea, Neufeld,
andFlores-Ayala (2010) infants between 8 to 12 imevito were initially malnourished and were
given supplements for a period of 4 months exhibi®re exploratory behavior in free-play tasks
than did other infants who were malnourished bdtrdit receive the supplements (Arburto et al.,
2010).

In addition, studies reported that low SES infdailed to capitalize on the information for
the objects and exploration surface which limitedirt opportunities to explore further. On the
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other hand, high SES infants where capable taeatilie characteristics of the surface in order to
explore further. Infants from low SES families caamgd to high SES infants did not use the chance
to engage in exploratory behavior because theyndidbuild on the information for the link
between object and surface properties (Tacke, BaleClearfield, 2015). Socioeconomic
disparities proved to be important for the behaeidnibited by infants, since infants from lower
socioeconomic backgrounds were more likely to edip# on banging behavior, while infants
from high SES families employed more sophisticdieldavior in their exploration (Tacke, Bailey
& Clearfield, 2015). The study of Fontenelle et @007)reported that children banged rigid
objects at similar amounts; the difference waslexilfle objects which were banged less as the
age increased. The authors postulated that bygaeofi8-10 months infants have learned that
banging flexible objects is not a good used ofrthedperties. Infants from high SES backgrounds
exhibited greater sensitivity to affordances beeahsy banged flexible objects significantly less
than rigid ones. Consequently, higher SES infargdarthe optimal choice by utilizing the sound
producing properties of the interaction object-scef (Bushnell & Boudreau,1993; Gibson &
Walker, 1984; Lockman, 2000). The findings of tsigdy add to the literature suggesting a link
between low SES infants and children and cogndisparities (Tacke, Bailey & Clearfield, 2015)
specifically arguing that low SES infants do ndldw the typical development trajectories (Lipina
et al., 2005; Clearfield & Jedd, 2013; ClearfieldN&dman, 2012). To illustrate, infants of 6 months
show disparities in their cognitive flexibility depment trajectory (Clearfield & Jedd, 2013;
Lipina et al., 2005). Importantly, low SES infaibgthe age of 12 months not only engage less in
exploratory behavior but also exhibit less sopb#ad behavior compared to high SES infants
(Clearfield et al., 2014). The same study alsomegicthat by 12 months, low SES infants exhibited
less mouthing behavior, but in the mean time did wmilize any sophisticated exploratory
behaviors (i.e. rotating objects, hand-to-handdf@nof objects) which suggests that low SES
infants—unfortunately—have a difficulty to move rfinosimple to sophisticated exploratory
behaviors (Clearfield et al., 2014; Tacke, Baile&arfield, 2015).

2. Theoriesand frameworks explaining the impact of SES on
development

Socioeconomic status is a notion that incorporeb@septs such as economic well being,
prestige and power (Hoff, Laursen, & Tardiff, 200@akes & Rossi, 2003). In quantitative
research, scholars generally agree that SES carelasured by three indicators: job type, level of
education and income (Bradley & Corwyn, 2002; Emgyar & Fothergill 2003). In this regard
education is an important indicator of SES sinceetiermines income and education (Krieger,
Williams, & Moss, 1997; Mueller & Parcel, 1981).n@he other hand, job type and income level
are used jointly as determinants of SES (Congeang€oand Martin, 2010). Socioeconomic status
is important because it is argued to influencetacand children, more specifically, disadvantaged —
socioeconomic standing brings negative consequédocadults and children (Conger et al., 2002; )

Haas, 2006). Since studies report a link betweeimseconomic status and child development, %
(a9
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two major theoretical frameworks have been develdpeexplain this interaction, it is important
to note that both theories emphasize family finaihcapital or income ( Conger & Donnellan,
2007; Gershoff, Aber, Raver, & Lennon, 2007; Yeudgyer, & Brooks-Gunn, 2002). According
to the first theory—family stress mod€FSM)—the relationship between parents and childse
impacted by the financial difficulties that the féynis undergoing (Conger & Conger, 2002).
Stress that comes with the economic situation eémites the development of children because it
influences the quality of care giving (Hackmanlet2010).

Similarly, the second framework—the investment nho@&1)—explains that high
economic resources result in more parental invasren child development as a result of which
parents provide children with versatile social @wdnomic competences (Bradley & Corwyn,
2002; Mayer, 1997). Socioeconomic status influedeaming resources, settings, opportunities
and the assistance that parents offer. Arguabhgnpal care and home environment determine the
development of brain region involved in executiwedtion, cognitive and behavioral development
(Hackman et al., 2010).

Conclusively, in explaining the influence of SE&atences in development, two models
are evident, namely the family stress model and family investment model (Conger &
Donnellan, 2007) but present research adds twa ettrgemporary models explaining the link
namely the social causation perspective and intierecperspective.

2.1. Family stress model (FSM)

The Family Stress Model postulates that negativen@wmic influences result in less
gualitative parent—child interaction along with ragregative parenting practices such as lack of
involvement, inconsistence and harsh parentingiipesc(Conger & Conger, 2002; Conger et al.,
2002). The underlying hypothesis of the framewarkhiat child development including but not
limited to competency (cognition, social and academompetences), internalizing (e.g.
depression and anxiety) and externalizing (e.gresgipn and antisocial actions) are determined
by the economic resources of the family (Congendeo and Martin , 2010).

A number of existing studies have found supporttier FSM and its predictive abilities
(Conger et al., 2002; Mistry, Vandewater, HustonVi&Loyd, 2002; Yeung, Linver, & Brooks-
Gunn, 2002; Solantaus, Leinonen, & Punamaéki, 20@4ke et al., 2004 Linver, Brooks-Gunn, &
Kohen, 2002), additionally the assumptions of theoty have been replicated by studies which
utilized different ethnic and racial groups (Congeal., 2002; Solantaus et al., 2004; Parke gt al.
2004). Studies have found support for the assumpuifahe theory that (a) economic hardship
results on economic pressure on parents, (b) ecomessure leads to parent emotional distress,
(c) parent emotional distress result on conflicoamparents, (d) conflict between parents result
in maladaptive parenting behaviors and (e) disompiin parenting practices leads to child
maladjustment (Conger, Conger and Martin , 2010).
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Figure 1. Extension of the family stress model to thelives of children

Family Interparental Child
Economic Conflict & Emotional
Hardiship Parents’ Withdrawal \ Harsh, &
i —»| Emotional & Inconsistent » Behavioral
Behavioral » Uninvolved Problems
. Problems Parenting Impaired
ramily Competen
Economic
Pressure

Adapted from Conger, Conger and Martin (2010).
2.2.Thelnvestment Model (IM)

The Investment Model emphasizes the advantageththahild has in development due to
the financial and wealth of the family. Accordirgthe framework, families with high economic
resources will be able to invest in the developneéohildren, while families that are economically
disadvantaged are unable to invest in developmerhitdren because they must invest in
families’ basic needs (Bradley & Corwyn, 2002; Dan& Magnuson, 2003; Linver et al., 2002;
Mayer, 1997). To illustrate, families that are weff economically are able to support child
learning through advanced training and tutoringytare able to provide appropriate nourishment,
housing, clothing, and health care and finally, ifeas that have high economic resources live in
advantage regions which further support the dewveép of competences in children. While the
IM model does not take into account the role okp#s education Conger and Donnellan (2007)
argue that education of parents is similar inuefice to family wealth or income. The basic
argument is that educated parents will have hitghezl jobs and are more likely to make child
development a priority. To summarize, family incompeedicts academic, professional and
financial success (Bradley & Corwyn, 2002; Maye997; Teachman, Paasch, Day, & Carver,
1997) and family income enable parent investmdrgsdevelop social, emotional and cognitive
competences in children (Bradley & Corwyn, 200yer, 1997).

2.3.Social Causation Per spective

According to the Social Causation Perspective theracteristics of the individual will
determine socioeconomic achievement and the famlitionships they will build (Lerner 2003;
Mayer 1997; Rowe & Rodgers, 1997). Individuals vilawe positive characteristics will be more DN
likely to persists in challenging situations andaa®sult gather economic and social capital that b

will transfer from parents to children. As such SE8onsidered to be an accumulation of notions ~ &
[
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that are determined by individual specific chamasties such as intelligence and personality
(Conger, Conger and Martin , 2010).

According to Mayer (1997) parent characteristiashsas skills, honesty, conscientiousness
and reliability will increase the life chances bildren. On the other hand the interpersonal skill
of parents influences parenting techniques andlysstructure in the way that children who have
parents with weak interpersonal skills will be egpd to lower quality of parenting and will yield
negative development outcomes for them (McLanananPercheski, 2008). In accordance with
what the social causation perspective assumesarobséas linked traits and dispositions of
individuals to achievements in status (Conger, @olagd Martin , 2010). Reportedly, individual
based differences in cognition and personality pridldict SES indicators such as income, job type
and economic stress (Donnellan, Conger, McAdamilegpl, 2009; Feinstein & Bynner, 2004;
McLeod & Kaiser, 2004; Shiner, Masten, & Rober302).

2.4.TheInteractions Per spective

Conger, Conger and Martin (2010) argue that intlaftrecent developments in research,
a comprehensive model that notes the joint infleasfcsocial selection and social causation may
be the ideal theory in explaining the link betwdamily dynamics and socioeconomic status.
Similar to the hypotheses of social causation,dfuely of Schoon et al. (2002) reported that
children of low SES families had lower academici@obment and continuous life stress.
Additionally, as noted by the social selection aggh, children who had lower academic
achievements and more stress during their livesewaso the ones to belong to lower
socioeconomic classes when they reached adulti@musequently, Conger, Conger and Martin
(2010) suggest that both perspectives should heghtdogether in order to explain the impact of
socioeconomic status on development—the so cadtedactionist perspective

The interactionist perspective was supported bysthdy of Wickrama and his colleagues
(2008) and Haas (2006) who reported that childféove SES families had a higher risk of mental
and physical problems which in the end resultedcdonomic hardship in adulthood. Relying on
these findings the internationalist model of SES&mify interaction processes and child
development build on the interaction between sagbdction and social causation. According to
the model, SES standing of the parents (G1- fiestegation) will influence the traits and
dispositions of the children-namely the second g (G2). Similar to IM, the framework
postulates that G1 family dynamics incorporate fasiress, marital conflict, parenting practices
and parent investment. In line with what the sosedéction approach argues, the interactionalist
model presents that the traits and dispositionthe@fsecond generation (G2) will predict SES,
family dynamics and as a result also the adjustsnerdspects for the third generation (G3). This
line of argument (G2 SES and family dynamics wiflience G3 children) is in accordance with
the FSM and IM frameworks as well as with the hjyesis of the social causation model (Conger,
Conger and Martin, 2010).
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The study of Schofield et al. (2011), conducte®0@ adolescents from early adolescence
to parenthood found supporting evidence for theradtionalist model. The results of this study
provided that G1 SES and support provided to Ganduadolescence resulted in positive
personality characteristics, low neuroticism, amubsitive work ethic in G2-s. Consequently, G2
SES in adulthood predicted care and concern fddrem along with less emotional stress and
inerparental conflict in G2-s. Finally, G2-s famdiguation predicted the adjustment of G3, namely
positive adjustment such as academic and languaggetences, attachment to parents and
prosocial behavior. In conclusion, as the modebfiygsis, the G1 SES predicted G2 SES, and G1
family dynamics predicted G2 family dynamics (Condeonger and Martin , 2010) (please see
figure below).

Figure 2. TheInteractionist M odel

G1 SES »| G2 SES
= — _
G2 Traits & G3 Child’s Emotional
Disggsitions Cognitive Behavioral &
/ Physical Well-Being
i X
G1 Fgnily > G2 Fagily
Dynamics Dvnamics

Adapted from Conger, Conger and Martin (2010).

3. Conclusion

The past 10 years of research have advanced trerstiadding of the interplay between
socioeconomic standing and development (Conger,g&o@& Martin, 2010). Research has
resulted in the emergence of four frameworks tlptaen the impact of socioeconomic standing
on child development, based on the assumptionfé#mally income and parental education as
indicators of socioeconomic status determine amghelthe development experience. According
to the family stress model, families that are lemincome and other financial resources tend to
experience more family stress which negatively iotpparent child interaction and the quality of
parental care. According to the model, parents élkperience more stress will be less involved
and harsher in parenting (Conger & Conger, 200Bjs & expected to negatively influence the
development of language, executive function, bedravifunctioning and cognitive development
processes in children. The opposite is true foemp@rwho have more advantageous socioeconomic
backgrounds who will experience less stress andanmpore proactive parenting techniques.

A second influential framework is the investmenti®lcaccording to which the development
outcomes of children are determined by the investséhat parents make in their children’s
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education. As such the framework considers thatmamwho are of high socioeconomic standing
or who have higher levels of education will be tmes to invest more in the development of
children in terms of time and financial resourdegasearch on this framework has found evidence
that parents who invest more have children thatreme advanced on skills and competences. The
opposite is true for parents who lack financiabreses and education. Their parental techniques
are expected to be less than ideal and as a regdtively impact development processes such as
language development, behavioral functioning, etreeufunctioning as well as cognitive
development.

The social causation perspective is another frameaimning to provide an explanation for
the impact of socioeconomic status on developmajgdtories in children. According to this
approach, development discrepancies are resulirehp characteristics such as skills, reliability
and conscientiousness (Mayer, 1997; Donnellan @0@9). To clarify the framework considers
that parents who have weak interpersonal skillsprdvide lower quality parenting for children,
since parents’ cognition and personality is a mtediof family income, job type and economic
stress (Shiner et. al 2003; Conger et. al, 2004k is the only framework to place the individual
at the at the center of the correlation indicatimat interpersonal skills are what determine SES
indicators and not vice versa. In this particusecthe theory explains that differences in languag
development, cognition, executive functioning, babial functioning and brain development are
attributed to interpersonal skills of parents.

The final framework has been developed by Congealef2010) postulate that the link
between development and socioeconomic status casxjdained through social selection and
social causation perspectives. The interactiomistgective, as such, considers that socioeconomic
standing expands across generations, with the emmm@mic status of parents influencing
development, family dynamics, parenting quality @adent investment in child development of
the second generation. Similarly, these trende@&econd generation are transferred to the third
generation. Unlike previous theories, this approaamsiders that bad parenting practices of the
second generation can be a manifestation of baenpag practices inherited from the first
generation, suggesting that the vicious cycle may & better explanation than current
socioeconomic status of parents.

While research on the link between SES and chilkkld@ment has progressed rapidly
during the years several gaps remain evident iearel. First, future research studies should
evaluate the impact of nationality, ethnicity amde (Conger et. al, 2010) in the development
trajectories of children. Secondly, researchersilshfocus to identify and explore the impact of
mediating variables in the causal pathways propbseflameworks. A number of studies have
reported that several variables (i.e. neighborhaetdye as mediators in the correlation between
SES and development (Conger et.al, 2010; Gutmah 2005). Consequently, in the future more
should be done to understand how other variabfiegeimce the impact of socioeconomic indicators
in the development trajectories of children.
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