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ABSTRACT

The small and medium enterprises (SMEs) play a crucial role in modern economies. At the
same time, there are a lot of barriers limiting the development of this sector. Despite the above,
studies of financial performance of SMEs are conducted less frequently than those concerning
large enterprises. Paper analyzes the relationship between the SMEs’ profitability and the
operating cycle and its components (the inventory turnover cycle, the accounts receivable and
payable periods and the cash conversion cycle). The empirical study is based on financial data
of 15,694 SMEs from Central and Eastern Europe operating in the years 2014-2017. The results
show negative dependencies between the profitability and all components of the operating
cycle. This means that the longer the operating cycle and its components, the lower the
profitability of SMEs. These relationships are weakened by the growing indebtedness of
enterprises. This observation is similar as among large enterprises. However, results of our
study indicates that the larger the enterprise, the stronger dependencies between its profitability
and all components of the operating cycle. Contrary to large enterprises, the strength of the
relationship between profitability of SMEs and the components of the operating cycle increases
with decreasing GDP growth. This means that SMEs for improving their profitability should
shorten the operating cycle and its components. Especially in the event of a downturn in the
economy.

Keywords: Central and Eastern Europe, , operating cycle, profitability, small and medium
enterprise, working capital management

1. INTRODUCTION

The profit maximization is a short-term financial goal of an enterprise the most often mentioned
in literature. Therefore, skilful shaping of profitability, understood as maintaining the
company's ability to generate profit, is an important task of managers. It belongs to the decision-
making area related to the working capital management. These decisions relate to the levels and
speed of turnover of current assets and current liabilities (Brealey et al., 2016). They constitute:
(i) the volume and effectiveness of sales, (ii) the operating risk resulting from the quantity,
quality of inventory held and its adjustment to market conditions, and (iii) the financial risk
related to servicing current receivables and liabilities (Raheman & Nasr, 2007). In terms of
time, the working capital management translates into the structure of the company's operating
cycle. This cycle is determined by: (i) the inventory turnover cycle plus (ii) the receivables
collection period. Inclusion of the debt repayment period within the operating cycle results in
the determination of the cash conversion cycle, during which the company operates with a cash
deficit (Brealey et al., 2016). The mutual relationships of these periods and their length have a
significant impact on the increase in the company’s profitability (Binti Mohamad & Mohd Saad,
2010; Hyun-Han Shin & Soenen, 1998; Raheman & Nasr, 2007).
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The small and medium-sized enterprises (SMESs) are the most numerous and also the most
significant group of enterprises in modern market-oriented economies. In 2015 SMEs in the
European Union constituted 99.8% of all 23.5 million enterprises and generated 55.8% of the
turnover and employing 66.3% of staff (Eurostat, 2021). In comparison to large companies,
there is prevalent in literature that development of SMEs are limited by a lot of barriers. One of
them (difficult access to capital) results in maintaining relatively low level of current assets in
SME in comparison with high level of current liabilities (Fazzari & Petersen, 1993). This
implies that building working capital and shaping operating cycles in SMEs runs under
conditions of high financial distress. At the same time, as it is shown by the literature reviews
conducted by Singh & Kumar (2014) and Prasad et al. (2019), the studies on relationships
between SMEs’ profitability and working capital management indicators are conducted less
frequently than those concerning large enterprises. The main aim of our study is to identify the
impact of the company's operating cycle and its components on the profitability of SMEs. The
study was conducted applying panel model analysis based on the financial data of 15,694
companies from Central and Eastern Europe (Bulgaria, Czech Republic, Hungary, Poland,
Romania and Slovakia) operating in the years 2014-2017. The study has contributed to the
literature by confirming the negative impact of operating cycle and its components on SMEs
profitability. These realtionships have been stronger for larger enterprises and they have
deacresed with the increase in indebtedness of SMEs. At the same time the impact of operating
cycle on SMEs’ profitability has been strengthened by the weakening dynamics of GDP growth.
The paper consists of four parts. First part includes theoretical background related to the
operating cycle and its impact on profitability of enterprise. In this section, the research
hypotheses are formulated on the basis of the review of previous empirical studies. Second part
presents the research metod applied and the research material used in the study. The results of
the empirical study are presented in third part of the paper. The paper closes with conclusions.

2. LITERATURE REVIEW
2.1. Theoretical background
Figure 1 presents the structure of an operating cycle in the enterprise activity.

Figure 1. Structure of enterprise’s operating cycle

Purchase of

stock Sale Payment of
Inventory turnover ; receivables
P Average collection

—— cycle (ITC) < period (ACP)

«—— Accounts payable >le Cash conversion ——pf t
period (APP) cycle (CCC)

Payment of
liabilities

A
\ 4

Operating cycle
(0C)

Source: Own elaboration based on (Brealey et al., 2016).

The operating cycle of an enterprise (OC) is determined by the moments of purchase of
inventories and the collection of receivables. The moment of sale divides this cycle into two
periods: (i) the inventory turnover cycle (ITC), which is the average duration of inventory
storage in the warehouse, and (ii) the average collection period (ACP), i.e. the average waiting
time for the collection of receivables. The moment of purchase invoice payment is determined
by the average payable period (APP), i.e. the average time of trade liabilities payment.
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The cash conversion cycle (CCC) is the period being the difference between OC (ITC+ACP)
and APP. During CCC company operates with a cash deficit. This deficit may be financed with
employed capital or short-term bank loans (Brealey et al., 2016). Three fundamental views on
the relationship between the working capital indicators and the profitability of an enterprise are
prevalent in literature. According to the first concept, longer CCC allows the company, on the
one hand, to increase sales, and, on the other hand, to negotiate higher discounts for cash
payments during the purchase. As a consequence, the company increases the realized margin,
improving its profitability (positive relationships) (Gill et al., 2010; Opler et al., 1999). The
second concept is based on the thesis that companies financing long CCC usually incur higher
financial costs, as well as the costs of maintaining relatively high levels of current assets. This
may reduce their profitability (negative relationship) (Hyun-Han Shin & Soenen, 1998;
Kieschnick et al., 2013).

According to the third concept, the relationship between working capital and the profitability
of the enterprise is non-linear and based on a Gentry curve similar in shape to the inverted U.
In the case of a short CCC, enterprises are inclined to invest most of the retained earning in its
extension (positive relationship between profitability and CCC). After exceeding a certain limit
of CCC, further investments in its extension cause a decrease in profitability (Jaworski &
Czerwonka, 2021; Li et al., 2014). As it is shown in Figure 1, the length of the CCC determines
the relationship between APP and sum of ITC and ACP. This means that, on the one hand, by
investing in CCC, the company affects all components of the operating cycle. On the other
hand, by extending or shortening individual periods, it generates or reduces the demand for
these investment.

2.2. Empirical studies on relationship between profitability and components of operating
cycle in SME sector

The relationship between profitability and CCC is very often studied among large copmanies.
As meta-analysis conducted by Singh et al. (2017) showed, negative dependence is the most
frequently identified. For a first time, this direcition was identified by Shin and Soenen (1998).
On the basis of data from 58 985 enterprises in the period 1975-1994, they detected that
increasing the profitability of an enterprise is most often associated with shortening CCC. A
similar relationship was identified by Deloof (2003) analysing the data of 1009 Belgian
companies in the years 1992-1996. This author also attempted to explain this dependence
theoretically. Moreover, he found that there is also a strong negative correlation between
profitability and the length of the rest of periods constituting the operating cycle. Strong
negative relationships between profitability and the operating cycle and its components were
also confirmed by Raheman and Nasr (2007). These authors examined the relationship between
CCC and the profitability of 94 enterprises in Pakistan. The results of studies conducted by
Mohamad and Saad (2010), Dong and Su (2010), as well as by Ahmadiand et al. (2012)
confirmed the above relationships for Malaysian, Vietnamese and Israeli companies,
respectively. The positive relationship between profitability and CCC is relatively less
frequently identified (Singh et al., 2017). It was detected in the research conducted, among
others, by Gill et al. (2010), Charitou et al. (2012), Mathuva (2010) and Nobanee et al. (2011).
Moreover, Gill et al. (2010) and Mathuva (2010) identified the same direction of the
relationship between profitability and ITC. In turn, the positive effect of APP on the company's
profitability was detected by Den & Oruc (2009) and Wohrmann et al. (2012). This means that
under certain conditions, enterprises may increase their ability to generate profits by delaying
payment of liabilities and accumulating more inventories. Empirical studies on the relationship
between profitability and components of operating cycle were also conducted among SMEs.
Table 1 presents their results.
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Profitability versus

Author Research sample and period

CCC | ITC | ACP | APP
Padachi (2006) |58 Mauritian SMEs, 1998-2003 + + - -
Garcia-Teruel &
Martinez-Solano |4,076 Spanish SMEs, 2001-2005 - n/a - -
(2007)
Ugurlu et al.
(2014) 3,053 Czech SMEs, 2009-2012 + - n/a n/a
Yazdanfar & |13 997 Swedish SMEs, 2008-2011 . na | nfa | nia

Ohman (2014)

Pais & Gama

(2015) 6,063 Portuguese SMEs, 2002-2009 - - . )
Lyngstadaas & (21,075 Norwegian SMEs, 2010-| ] _ _
Berg (2016) 2013

Gorondutse et al.
(2017)

Table 1: Empirical studies on relationship between profitability and operating cycle in SMEs
(Source: own elaboration)

66 Malaysian SMEs, 2006-2011 - - - +

The previous empirical research conducted among SMEs shows that small enterprises, like
large enterprises, improve their profitability by shortening the operating cycle and its
components and reducing the costs associated with investing capital in current assets. However,
there are indications that under certain conditions this rule may change. Majority of studies on
relationship between profitability and CCC assumes that there are three fundamental factors
which can moderate these dependencies (Bafios-Caballero et al., 2010; Deloof, 2003; Garcia-
Teruel & Martinez-Solano, 2007; Hyun-Han Shin & Soenen, 1998; Mathuva, 2010; Nobanee
et al., 2011; Pais & Gama, 2015): (i) the size of the enterprise, (ii) its indebtedness and (iii)
GDP growth. Larger companies seem to be more profitable than smaller firms, which may be
due to scale economy. The influence of indebtedness on profitability is substantiated by the
pecking order theory (Myers, 1984). Debt is applied in financing of enterprise after retained
earnings. Therefore, lower indebtedness means higher profitability. The macroeconomic cycle
may also have an impact on the level of investment in working capital and profitability. More
dynamic GDP growth creates more opportunities to sales development and increase in
profitability.

Therefore, the following hypotheses can be formulated:
HI: The relationships between profitability and SMEs’ operating cycle and its
components are negative
H2: There are moderators which exert influence on strength of the relationships
between profitability and operating cycle and its components in SME sector
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3. METHODOLOGY
3.1. Research methods
The variables used in the empirical study are defined in the table 2.

Variable Abbr. Definiion
Profitability EBIT
(return on assets) ROA total assets
Inventory e average value of inventory 365
turnover cycle total sale
average value of accounts receivable
Average -365
ACP total sale

collection period

average value of accounts payable

Accounts payable 365
perict)d / APP total sale
; ITC + ACP — APP
Cash conversion cCe
cycle
Operating cycle oC ITC + ACP
Size of enterprise | SIZE In(total sale)

total debt

Indebtedness LEV _—
total assets

GDP growth GDP Annual % of GDP

Table 2: Variables used in empirical study
(Source: own elaboration)

The return on assets (ROA) was adopted as the profitability (dependent variable). ITC, ACP
and APP were measured in days on the basis of financial statement data. CCC and OC were
calculated in accordance with the structure presented on figure 1. They are independent
variables. SIZE, LEV and GDP were applied as control variables. First variable is related to
scale of sale. The second presents total indebtedness. The last is based on GDP growth in
percentage.

In order to find the significance and direction of the influence of independent variables on the
dependent variable, linear static panel models were applied:

ROA;t = Bo + B1iITCi¢|BLACP;|BiAPP;| B1CCCi| B10Cit + BoSIZE;: + B3LEVi: + B4GDPy;

+ eqelpiel (2ie + wi)
The Ordinary Least Squares Method (<;;) is used for homogeneous samples. The Breusch-Pagan
test was applied in finding individual effects. In order to identify fixed (1) or random (i + pit)

characteristics of effects the Hausman test was applied (Greene, 2003).
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3.2. Data

EMIS database! was the source of financial data of enterprises. The research sample includes
enterprises that meet the definition of SME in the EU Commission Recommendation
2003/361/EC. Due to the lack of reliable financial data, microenterprises were excluded.
Finally, the sample consists of 15,694 SMEs with the following breakdown: Bulgaria (1829),
Czech Republic (3138), Hungary (3395), Poland (1730), Romania (3681), Slovakia (1921).
Period adopted in the study covers years of 2014-2017. In order to avoid the influence of outlier
observations, we performed 98% winsorization by restricting the study sample by 1% in each
tail, yielding a total of 49,932 observations. The values of GDP growth were taken from the
World Bank database. Descriptive statistics of data applied in th study are presented in Table
3. For the PROF variable and the variables constituing the operating cycle and the operating
cycle itself, due to very high extreme values, the mean values are significantly higher than the
median values. For the variables SIZE, LEV, GDP the differences are not noticeable. The values
of ITC, ACP, APP, OC, and CCC are expressed in days, the values of GDP growth in percent,
PROF and LEV as a decimal fraction. SIZE is a natural logarithm, i.e. the value above zero
means that the revenue of each company is greater than one million euro.

Variable | Mean | Median | Std. error Min. Max.

PROF 0.1024 | 0.0773 0.1012 | -0.1357 | 0.5649
ITC 46.3470 | 32.0730 50.5200 0.0000 | 309.8000
ACP 78.2130 | 64.0080 58.7850 3.9612 | 392.5200
APP 52.2900 | 40.8070 51.6060 0.0000 | 327.8200
CCC 73.2550 | 59.3670 76.3990 | -112.9800 | 435.0300
oC 124.3500 | 107.2500 76.0930 3.9818 | 657.8600
SIZE 1.8586 1.8001 0.7353 0.1484 3.7148
LEV 0.5160 0.5261 0.2409 0.0402 0.9749
GDP 3.9041 3.8715 1.1658 1.8375 6.9914

Table 3: Descriptive statistics of the research sample
(Source: own elaboration)

Test of multicollinearity between the explanatory variables was based on Pearson correlation
coefficients. The results of the calculations are contained in Table 4.

ITC ACP APP CCC OC SIZE LEV GDP
1.00 - 0.03 0.16 0.49 0.64 -0.11 | -0.01 0.01 ITC
1.00 0.26 0.52 0.75 -0.16 0.02 0.01 ACP
1.0 -0.27 0.31 0.09 0.30 -0.12 APP
1.00 0.76 -0.26 | -0.20 0.09 CCC
1.00 - 0.20 0.01 0.02 OC
1.00 0.13 0.01 SIZE
1.00 0.04 LEV
1.00 GDP

Table 4: Correlation matrix
(Source: own elaboration)

1 EMIS database is provided by ISI Emerging Markets Group Company. It includes data from firms and markets
of 168 emerging economies all over the world. More details: https://www.emis.com
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Pearson coeficients indicate relatively high correlation between following pairs of variables:
(OC, ITC), (OC, ACP), (OC, CCC) and (CCC, ACP). This means that between these variables
the multicollinearity effect may exist and for this reason they cannot be applied in the same

model.

4. RESEARCH OUTCOMES

Table 5 shows the results of estimating the parameters of panel models.

Model 1 2 3 4 5 6
Individual Fixed Fixed Fixed Fixed Fixed Fixed
effects
ot 0.0838%** | 0.0843*** | 0.0655*** | 0.0855*** | 0.1031*** | 0.1575%**
(0.0048) | (0.0048) | (0.0050) | (0.0054) (0.0051) (0.0030)
e - 0.0003%** - 0.0003%**
(0.0001) (0.0001)
= 0.0002%* = 0.0001%*
ACP (0.0001) (0.0001)
2 0.0002%%* 2 0.0002%**
APP (0.0001) (0.0001)
Z0.0001%*
cce (0.0001)
~0.0002%*
oc (0.0001)
SIzE 0.0669%* | 0.0675%** | 0.0687*** | 0.0654*** | 0.0610%** | 0.0206%**
0.0021) | (0.0021) | (0.0050) | (0.0022) (0.0021) (0.0010)
v T0.1552%%* | - 0.1551%** | - 0.1422%** | - 0.1683%** | - 0.1481%** | - 0.1035%**
(0.0055) | (0.0056) | (0.0063) | (0.0061) (0.0055) (0.0030)
o 20.0029%%* | - 0.0033*** | - 0.0031*** | - 0.0020%** | - 0.2005%** | - 0.0002***
(0.0003) | (0.0003) | (0.0003) | (0.0003) (0.0002) (0.0003)
Obs. 49 932 49 532 46 911 46 343 48 963 45 612
i‘;‘?};ﬁ? y 599 555 492 449 600 3571
p<0.0001 | p<00001 | p<00001 | p<0.0001 | p<0.0001 | p<0.0001
regressors
Breusch- |LM = 21277| LM = 21150 | LM = 18206 | LM = 18229 | LM = 20616 | LM = 17045
Pagantest| p<0.0001 | p<0.0001 | p<0.0001 | p<0.0001 p <0.0001 p <0.0001
Hausman | H=1007 | H=1086 | H=847 | H=1887 H=933 H=783
test 0<0.0001 | p<00001 | p<00001 | p<0.0001 | p<0.0001 | p<0.0001

* dependence is significant at the level of 0.1; ** dependence is significant at the level of

0.05; *** dependence is significant at the level of 0.01; (standard errors in parentheses)

Table 5: Estiomations of model parameters
(Source: own elaboration)

As indicated by the Breusch-Pagan and Hausman tests, a fixed-effects model was selected for
all six analyses. The estimations of the models from (1) to (5) show that there is a statistically
significant negative relationship between the profitability and the lenght of all analysed periods.
Model (6) containing all explanatory variables (without these with high correlation) shows, as
a robustness check, the lack of changes in significance and directions of dependencies for all
factors applied. The results of this study confirm the observations of Pais & Gama (2015) and
Lyngstadaas & Berg (2016) and do not contradict research results of Garcia-Teruel & Martinez-
Solano (2007) and Yazdanfar & Ohman (2014).
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The positive influence of SIZE and negative impact of LEV on profitability are consistent with
the previous studies conducted among SMEs and large enterprises as well (Bafios-Caballero et
al., 2010; Deloof, 2003; Garcia-Teruel & Martinez-Solano, 2007; Hyun-Han Shin & Soenen,
1998; Mathuva, 2010; Nobanee et al., 2011; Pais & Gama, 2015). The negative relationships
found for GDP growth shows that SMEs in CEE react differently to development phase in a
business cycle than large enterprises and SMEs from more developed economies than CEE.

5. CONCLUSION

The results of our study support the H1 hypothesis. The relationships between profitability and
SMEs’ operating cycle and its all components are negative. This means that if SME wants to
increase profitability it should confine investment in working capital and shorten all operating
cycle periods. It should try to pay faster to its suppliers and collect its receivables in shorter
time, subsequently. It is equally important to shorten inventory turnover. In the result, limited
costs of inventory holding and servicing debt allow the enterprise to shorten cash conversion
cycle and increase profitability. This is consistent with the concept developed by Hyun-Han
Shin & Soenen (1998) and Kieshnick et al. (2013). Our study also supports the H2 hypothesis.
Size of the enterprise, its indebtedness and the GDP growth moderate relationship between
profitability of SMEs and their operating cycle. This relationship is weakened by the growing
indebtedness of enterprises. The opposite direction was found for the size of enterprise. The
larger company, the stronger dependencies between its profitability and all components of
operating cycle. Contrary to large enterprises, the strength of the relationship between CEE
SMESs’ profitability and the components of the operating cycle increases with decreasing GDP.
This means that working capital management aimed in shaping of operating cycle should be
especially controlled in the the event of a downturn in the economy.
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ABSTRACT

Domestic violence is not a new phenomenon. Everything that happened within one family, even
if it was violence against the closest members of the family, was considered to be a private
matter. Development of awareness of the devastating effects and the need to prevent domestic
violence began only in the second half of the twentieth century, when studying domestic violence
became more extensive and complex, both from a theoretical and normative aspect. So, the
Republic of Serbia also had tried to resolve the issue of domestic violence with certain legal
acts. In our legislation, the highest legal act - the Constitution of the Republic of Serbia,
protects the family and its members. In addition to the Constitution, the normative framework
for preventing and combating domestic violence consists of several laws and other regulations.
One of the basic laws is the Family Law that regulates the whole matter of family relations,
providing primary legal protection to the family. In our country, domestic violence is
sanctioned through the criminal justice system, that is, through the Criminal Code of the
Republic of Serbia and the Law on Prevention of Domestic Violence. Domestic violence is also
regulated through the misdemeanor legal system through misdemeanors with elements of
violence in the area of the Law on Public Order and Peace. Hence, the subject of this workpaper
is the analysis of legislation concerning domestic violence.

Keywords: family, protection, violence, legislation, Republic of Serbia

1. INTRODUCTION

Until recently, the term domestic violence did not have a connotation so negative as it has today.
Nowadays, domestic violence presents one of the greatest challenges in area of human rights
protection. Domestic violence is no longer considered a "private problem™ and the public is
much less tolerant of such behavior. While this topic is a global problem, it is not possible to
determine the whole scale of it, since domestic violence remains mainly hidden. The family is
one of the oldest social groups and it has been present since the emergence of society up to the
present day in all social systems (Po¢uca, Sarki¢, 2012: 59). This is the basic community of
living and the natural environment within not only physical reproduction is provided, but it is
also realized through, extremely important, social functions for man (Batavelji¢, Logarusic,
Sipovac, 2019: 178).

11



86™ International Scientific Conference on Economic and Social Development
23-24 September 2022, Lisbon, Portugal

Cveji¢ Janci¢ (2009: 49) state that the family presents a community of a narrower or wider
circle of persons interconnected by multiple ties, and above all the community of life and
kinship, between which there are certain rights and obligations provided by law, custom,
morality or religion. It is also category that varies through historical development. The family
has always been seen as a place of support and a very important resort for each person, in
particular in times of important social changes. The comprehension of the family as a safe haven
has been gravely undermined by the frequency of domestic violence. The consequences of
domestic violence on the victims’ physical, mental and social integrity are negative and long-
term. For that particular reason, the protection of society, and above all the family, from this
form of family pathology is an imperative of every legally and socially regulated community.
Therefore, we can say that it is to be expected that the problem of domestic violence is
approached multidisciplinary in order to answer questions about the prevalence, causes, forms,
victims and perpetrators. Besides, it is important to stress that violent resolution of family
conflicts belongs to the domain of human rights violations, that contributes to the effective
resolution of domestic violence, and that is why during the recent years almost all countries in
the world, including Serbia, work intensively on the adoption and implementation of laws
intended to stop domestic violence.

2. DOMESTIC VIOLENCE

Nowadays, domestic violence makes one of the biggest challenges in terms of human rights
protection. It is not limited by geographical, ethical, status and other factors, it is a global
problem whose true dimensions are impossible to determine since it remains mainly hidden.
Domestic violence is a behavior by which one family member endangers the physical and
mental integrity or tranquility of another family member. It does not present the phenomenon
of the modern age, but there is a new interest of the state to recognize it, to provide protection
to victims of domestic violence and to fight against it (Krstini¢, Vasiljkovi¢, 2019: 67). Violent
behavior manifests as physical violence, sexual violence, psychological violence, and
negligence or disregard (World Health Organization, 2002). There are no precise statistics that
tell us about the extent of domestic violence. The reason for that is the fact that victims rarely
report domestic violence to state prosecution authorities, because of patriarchal attitude that a
woman is guilty of the violence she suffers, that she should be "loyal" to the family and the so
on. If men appear as victims of domestic violence, they almost never report it, as they want to
keep the myth of their "main" role in the family. Among victims of domestic violence there is
a fear that they will not receive adequate protection and that reporting violence will further
infuriate the perpetrator and make violence even worse. Their fear is very often justified,
especially if the reaction of state institutions is not efficient and effective (Petrusi¢, Zuni¢,
Vidi¢, 2018: 10). The harsh consequences of domestic violence affect the victim, who hides
behind a wall of silence, fear and shame for a long time and "remains isolated”. Likewise,
children are the ones who suffer the consequences of domestic violence because it directly
violates their right to a safe upbringing and education. Even when we do not have reliable data
on this, it is not difficult to assume that there is a danger to the child's physical, emotional and
social development due to domestic violence. In the same time, there are great chances that the
child will sooner or later continue that cycle of violence. In the last twenty years, the focus has
been on the perpetrator of violence, which is a consequence of the efforts to act on the causes
of his behavior and in that way to prevent the recurrence of violence in the long run. It is
understood that such intentions require more advanced legal solutions whose goal is, in addition
to repressive, to act preventively on the perpetrator (Radi¢, Radina, 2014: 727). In the Republic
of Serbia, a normative-legal framework has been developed that regulates the matter of
domestic violence, and within this workpaper are going to present the framework of legal
regulations which protect domestic violence victims.
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3. LEGAL FRAMEWORK FOR DOMESTIC VIOLENCE VICTIMS PROTECTION
In the Republic of Serbia legislation - the Constitution of the Republic of Serbia, as the highest
legal act, protects the family and its members. Beside the Constitution, the normative
framework for preventing and combating domestic violence in Serbia consists of several laws
and other regulations. One of the bases is the Family Law, which regulates the complete matter
of family relations, providing primary legal protection to the family. The Criminal Code of the
Republic of Serbia is the most relevant for the protection of victims of domestic violence since
it determines criminal sanctions for domestic violence, which means that this law contains a
special incrimination of the criminal offense of domestic violence. Also, the great importance
has the Law on Prevention of Domestic Violence, from 2016, and which came into force on
June 1, 2017. This Law is in line with the principles of the Council of Europe and the so-called
Istanbul Convention, which is a legally binding instrument related to the issue of violence
against women. And the Law on Public Order and Peace envisages a number of offenses in
which family members can be found on the victim's side.

3.1. Constitution of Republic of Serbia

The family enjoys institutional guarantees through special protection provided to vulnerable
categories, such as mothers, single parents and children. They oblige the state to undertake
affirmative measures in order to provide adequate help and support and thus strengthen the
institution of the family for all categories of persons. The principle of social care for the family,
as the primary social group and an important element of the social structure, is proclaimed by
the Constitution of the Republic of Serbia, according to which the family enjoys various types
of legal, social, economic and other social protection and support social policy. The
Constitution of the Republic of Serbia, as the highest legal act, protects the family and its
members by prescribing the following: "The family, mother, single parent and child in the
Republic of Serbia enjoy special protection, in accordance with the law." Special protection is
provided to children who are not cared for by their parents and to children who are mentally or
physically handicapped” (Article 66). The manner of exercising this protection is regulated by
laws and regulations adopted on the basis of law. Fulfilling international standards for the
protection of children from all forms of violence, the Republic of Serbia confirmed the rights
of the child ratified by the Convention on the Rights of the Child, emphasizing that children are
protected from psychological, physical, economic and any other exploitation or abuse (Article
64). We can say that in this way the importance and place of the family in the Serbian socio-
political system is stressed out. The protection of the family that presents a basic human right
is regulated by other provisions of the Constitution of the Republic of Serbia, which are
contained in the chapter "Human Rights and Freedoms". The Constitution of the Republic of
Serbia stipulates that the state guarantees equality between women and men and develops a
policy of equal opportunities (Article 15), prohibits direct and indirect discrimination on any
grounds, especially on the basis of sex (Article 21, paragraph 3), guarantees the right to life
(Article 24, paragraph 1), guarantees the inviolability of physical and mental integrity (Article
25), prohibits slavery and a position similar to slavery, as well as any form of trafficking in
human beings (Article 26). Also, the Constitution guarantees the right to equal legal protection,
legal aid, the right to rehabilitation and compensation for material or non-material damage
caused by illegal or improper work of state or other bodies, legal protection of human and
minority rights. Social protection of the family is also realized by the existence of rights from
social insurance, such as: rights from health insurance, the right to a family pension, the right
to child allowance, the right to inheritance, etc. This type of protection is reflected in the
establishment and functioning of a number of institutions for the upbringing and care of
children, other forms of organized assistance to the family, as well as in the creation of the most
favorable conditions for running a family household.
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And one of the basic forms of social protection of the interests of minors, and especially the
interests of children, is the supervision of the guardianship authority over the exercise of
parental rights. Therefore, for the protection of the family, the provisions of the so-called social
legislation, which deals with issues of material, health and other assistance to the family and its
members, and especially to the mother and child. When it comes to the normative framework
concerning the prevention and suppression of domestic violence, in addition to the Constitution,
it makes several laws, which will be discussed more in this work paper.

3.2 Criminal code

In the Republic of Serbia, domestic violence was first incriminated as a special criminal offense
of "domestic violence" in 2002, when the Law on Amendments to the Criminal Code of the
Republic of Serbia was adopted. Article 118a of this Law provides for the criminal offense of
Domestic Violence. This article was included in the chapter "Crimes against marriage and
family", as is the case today. By prescribing this criminal offense, the legislator emphasized its
importance and provided enhanced criminal protection in this area (Pordevi¢, 2007: 56). The
valid Criminal Code, by the provision of Article 194, envisages five forms of the criminal
offense of domestic violence. The basic form of domestic violence consists of endangering the
tranquility of the physical integrity or mental state of one's family by using violence, threatening
to attack one's life or body with insolent or reckless behavior. For this form of criminal offense
envisaged sanctions are three months to three years (Article 194, paragraph 1). As we see, the
legislator envisages sanctions for endangering the peace of body integrity or mental state of a
family member, committed in a certain way, by applying violence or threats. When it comes to
the use of violence, it is clear that meaning is using physical force against a person, which
endangers his or her physical integrity or mental state. In order for the threat to be criminally
relevant, i.e., in order to be an element of this crime, it must be qualified. It means that the threat
must be precisely determined, ie it must threaten an immediate attack on life or body. Besides,
the threat must be serious, experienced and assessed as probable, which means that it must be
possible and achievable. However, a threat will be considered serious even when it is not
objectively feasible if the person being threatened had reason to believe in its feasibility (Lukic¢,
Jovanovi¢, 2003). This is of crucial importance when it comes to long-term domestic violence,
since in that case there a post-traumatic disorder of the victim is often, and it can lead to a
distorted ability to perceive reality. More serious, i.e. qualified forms exist relating to the
manner and means of execution. In that sense, according to Article 194, paragraph 2, if during
the execution the perpetrator used a weapon, dangerous tool or other means suitable for
seriously injuring the body or seriously damaging health during the commission of violence,
the sanction is imprisonment from six months to five years. The legislator especially paid
attention to the age of the victim, and provided punishment for a perpetrator who commits
violence against a minor to imprisonment from two to ten years (Article 194, paragraph 3).

Considering the consequence that occurred, i.e. if the criminal act of domestic violence resulted
in the death of a family member, the perpetrator will be sanctioned by imprisonment from five
to fifteen years, and in the case that family member is a minor, the perpetrator will be sanctioned
by at least ten years of imprisonment of (Article 194, paragraph 4). The fifth form exists when
the perpetrator violates the measures of protection against domestic violence that are
determined by the court on the basis of law and in that case he can be sanctioned by
imprisonment from three months to three years (Article 195, paragraph 5). A novelty in the
Criminal Code is the provision of security measures, interdictions on approaching and
communication with the injured party (Article 89a). Such security measure can be imposed if
the perpetrator has been fined, work in the public interest, revoked his driver's license,
suspended sentence or court reprimand.
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The court may prohibit the perpetrator from approaching the injured party at a certain distance,
prohibit access to the injured party's place of residence or place of work and prohibit further
harassment of the injured party, i.e. further communication with the injured party, if it can be
reasonably considered dangerously damaged. The criminal offense of domestic violence is
prosecuted ex officio, which means that the public prosecutor starts criminal proceedings. The
Criminal Code in Article 112, item 28 determines which persons are considered to be family
members. A family member is considered to be: spouses, their children, ancestors of spouses
in the direct line of blood relationship, extramarital partners and their children, adoptive parent
and adoptee, breadwinner and foster parent. Family members are also considered to be siblings,
their spouses and children, ex-spouses and their children and parents of ex-spouses, if they live
in a joint household, as well as persons who have a child together or the child is about to be
born, even if they have never lived in the same family household. We believe that the above
definition of a family member is too broad and not sufficiently precise, since e.g. it is not clear
what is meant by extramarital partners and their children, whether they are children of
extramarital partners or children they have together. Also, this definition is not in agreement
with the notion of a family member from Article 197, paragraph 3 of the Family Law.

3.3 Family law

With the adoption of the new Family Law in 2005 in the Republic of Serbia, the system of legal
protection was completed by prescribing and regulating family protection measures. In
accordance to the Family Law (Article 2, paragraph 1), the family enjoys special protection of
the state, and the state has the obligation to take all necessary measures for protection of a child
from neglect, physical, sexual and emotional abuse, and any kind of exploitation (Article 6,
paragraph 2). The provision of Article 10 of the Family Law, entitled "Domestic Violence",
prohibits domestic violence and everyone has, in accordance with the law, the right to be
protected from domestic violence. This declarative prohibition, i.e. law, is further elaborated
by the law through a number of provisions. A special chapter with a title "Protection from
domestic violence", the legislator covers the greatest number of provisions related to domestic
violence. In terms of this law, i.e. Article 197, domestic violence is defined in a way that the
first paragraph determines that domestic violence means behavior by which one family member
endangers the physical integrity, mental health or tranquility of another family member, while
in the second paragraph the same article lists the characteristic types of violence. These are:
inflicting or attempting to inflict body injury, inciting fear by threatening to kill or inflict body
harm on a family member or a person close to him, coercion into sexual intercourse, inducing
sexual intercourse or sexual intercourse with a person under 14 years of age or incapacitated,
restriction of freedom of movement or communication with third parties and insult, as well as
any other insolent, reckless and malicious behavior. The mentioned legal definition of domestic
violence is very broad since it includes all types of violence, i.e. any arrogant, reckless and
malicious behavior that endangers the basic values of the human being, i.e. his physical
integrity, mental health and tranquility (Krstini¢, Vasiljkovi¢, 2019: 69). Article 197, paragraph
3 stipulates that family members are considered to be: spouses or ex-spouses, children, parents
and other blood relatives, and persons in in-laws or adoptive relatives, i.e. persons bound by
foster care, persons living or who have lived in the same family household, extramarital partners
or former extramarital partners, persons who have been or are still in an emotional or sexual
relationship with each other, or who have a joint child or a child on the way to being born, even
though they have never lived in the same family household. Protection measures are prescribed
by Article 198 of the Family Law and are imposed in accordance with the type of violence and
the purpose of protection, as a sanction, for the violation but for preventive reasons to prevent
future harassment and violence and ensure peace and security not only of the victim but also
other members of the families.
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These measures are measures that temporarily prohibit or restrict the maintenance of personal
relations with another family member, and may be determined by the court, and they are:
issuing an eviction order from a family apartment or house, regardless of the right of ownership
or lease of real estate, issuing orders for moving into a family apartment or house, regardless of
the right of ownership or lease of real estate, prohibition of approaching a family member at a
certain distance, prohibition of access to the area around the place of residence or place of work
of a family member and prohibition of further harassment of a family member. The duration of
these measures is one year maximally, and the time spent in detention, as well as any
deprivation of liberty in connection with a criminal offense or misdemeanor, is included in the
duration of protection from domestic violence. The measure of protection against domestic
violence may be extended until the reasons for which the measure was imposed cease to exist
(Article 199), but they may also cease before the expiry of the duration, if the reasons for which
the measure was imposed cease to exist (Article 200). Besides protection measures, the Family
Law also prescribes a special procedure for protection against domestic violence (Corac, 2021).
The procedure in the dispute for protection from domestic violence is contained in Articles 283-
289 of the Family Law, and it concerns the issue of local jurisdiction, initiation of proceedings,
special urgency of the procedure, the role of guardianship authorities, deviations from the
disposition principle, and the effect of appealing records and documentation of domestic
violence. In that sense, according to the provision of Article 283 in a dispute for protection
against domestic violence, in addition to the court of general local jurisdiction, the court in
whose territory the family member against whom the violence was committed will have
jurisdiction will also have jurisdiction. Proceedings in a dispute for protection against domestic
violence are initiated by a lawsuit, and a lawsuit for determining a measure of protection against
domestic violence, as well as for extending this measure, can be filed by: family member against
whom violence was committed, his legal representative, public prosecutor and authority
guardianship, and a lawsuit for termination of the same measure may be filed by a family
member against whom the measure was determined (Article 284). According to Article 285 of
the Family Law, the procedure in a dispute for protection against domestic violence is
particularly urgent, so the first hearing is scheduled to take place within eight days from the day
when the lawsuit was received in court, and the second instance court is obliged to decision
within fifteen days from the day the appeal was served on him. There is a need to emphasize
that in this procedure, the cooperation between the court and the guardianship authority is of
great importance. The court may ask the guardianship authority to provide assistance in
obtaining the necessary evidence and to express its opinion on the expediency of the requested
measure even in the case when the guardianship authority has not initiated proceedings in a
dispute for protection against domestic violence (Article 286). The court is not bound by the
limits of the claim for protection from domestic violence and may determine the measure of
protection from domestic violence if it assesses that such a measure best achieves protection.
The court is obliged to deliver immediately the verdict in the dispute for protection against
domestic violence to the guardianship authority on whose territory the family member against
whom the violence was committed resides, or to the guardianship authority on whose territory
he resides. That is, the residence of a family member against whom the protection measure has
been determined. The guardianship authority is obliged to keep records and documentation on
persons against whom violence was committed, as well as on persons against whom a protection
measure has been determined, and the manner of keeping records and documentation is
prescribed by the minister in charge of family protection (Article 289).

3.4 Law on Prevention of Domestic Violence

The Istanbul Convention as a legally binding act was signed by the Republic of Serbia on April
4,2012. On October 31, 2013, the Assembly adopted the Law on Ratification of the Council of
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Europe Convention on Preventing and Combating Violence against Women and Domestic
Violence. Each signatory country obliged itself to harmonize its national legislation with the
Convention, and in accordance with that obligation, the Law on Prevention of Domestic
Violence was adopted in the Republic of Serbia, harmonized with the principles of the Council
of Europe, i.e. the Istanbul Convention. The goal of the Law on Prevention of Domestic
Violence is regulation in a general and unique way the organization and actions of state bodies
and institutions and in that manner enable effective prevention of domestic violence and provide
urgent and timely protection and support to victims of domestic violence (Sokolovié,
Simonovi¢, Randelovié¢, 2018). By Article 3, paragraph 3 of the Law on Prevention of Domestic
Violence it is stipulated that domestic violence presents an act of physical, sexual,
psychological or economic violence of a perpetrator against a person with whom he is currently
or previously married or is in an extramarital or partnership relationship or with a person with
whom he is blood relative in the direct line, and in the collateral line up to the second degree,
or with whom the in-law relative is up to the second degree and to whom he is an adoptive
parent, adoptee, foster parent or breadwinner or to another person with whom he lives or has
lived in a joint household. This article clearly defines the circle of persons to whom this Law
refers, who are all the titular who are subject to protection from violence. Observed normative-
technical, and according to Article 5 of this Law, the priority of its provisions in relation to
other laws is expressed. It means that it is a lex-specialis for the topic it regulates, i.e. it is
applied primarily to the prevention of domestic violence, as well as in proceedings against
perpetrators of crimes determined by this law and to provide protection and support to victims
of domestic violence and victims of crimes determined by this law. Hence, the Law on
Prevention of Domestic Violence is applied primarily, while secondarily, unless otherwise
provided by this Law, the Criminal Code, the Code of Criminal Procedure, the Law on Civil
Procedure, the Family Law and the Law on Police are applied (Kolari¢, Markovi¢, 2019: 90—
93. By Atrticle 7 of the Law on Prevention of Domestic Violence, the legislator defined the
competent bodies and institutions, stating “The police, public prosecutor's offices, courts of
general jurisdiction and the courts for general violence and misdemeanor courts, as competent
state bodies and Centers for Social Work, as institutions”, which means that each of these
competent bodies has its responsibilities, and the Law itself implies full mobility of all listed
segments. Misdemeanor courts are the competent state bodies that participate in the
implementation of the Law on Prevention of Domestic Violence. It is significant to stress that
in accordance with the mentioned law, violation of urgent measures and extended emergency
measures is a violation of Article 36 of the Law on Prevention of Domestic Violence, for which
a prison sentence of up to 60 days is provided, with the possibility of summary proceedings
which provides for the execution of the sentence even before the judgment becomes final. If
the perpetrator violates the emergency measure, which lasts 48 hours or extended emergency
measure, for 30 days and is reported to the police, the police will file a misdemeanor report,
with which they will submit evidence of violation of the measure to the Misdemeanor Court,
because the court will not be able to acts without them. If the perpetrator of violence physically
attacks the victim, violating the measure, he not only violated the measure, but also committed
a new act of domestic violence, for which he can be held accountable in criminal proceedings.

3.5 Domestic violence as a misdemeanor

In the positive legal system of the Republic of Serbia, the basic source of misdemeanor law is
the Law on Misdemeanors, according to the provisions of which misdemeanor protection
against domestic violence takes place, if its procedural character is taken into account. In
practice, there are violent behaviors that do not contain the characteristics of any crime and
represent a certain type of violence because they can be extremely disturbing and harmful to
the victim and society as a whole. Such behaviors are usually violations of public order and
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peace, which are closer determined by adequate legal regulations (Miri¢, 2014). While in the
Republic of Serbia, domestic violence is not explicitly envisaged as a misdemeanour, the Law
on Public Order and Peace envisages a certain type of misdemeanour that results in a violation
of public order, and the perpetrator and the injured may be family members. These are mostly
offenses that protect public morals and do not relate directly to the protection of domestic
violence. This Law precisely defines the notion of offenses against public order and public
place, as well as the fact that offenses under this Law can be committed only in a public place.
When it comes to misdemeanour protection from domestic violence, certain provisions of this
Law are of special importance, which provide protection from insults and harassment within
the general legal norm. In that sense, the legislator prescribes the provision of Article 7,
paragraph 1 of the mentioned Law "Whoever disturbs public order and peace by quarreling or
shouting or creates harassment of citizens - shall be fined from 5,000 to 20,000 dinars.” Article
8, paragraph 1 of the same Law prescribes: "Whoever, by indecent, insolent or ruthless conduct,
violates public order or peace or endangers property or insults the morals of citizens - shall be
punished by a fine of 10,000 to 150,000 dinars or by work in the public interest from 80 to 360
hours, ”While Article 9, paragraphs 1 and 2 prescribed” Whoever insults another or violates
public order and peace by insulting another or by committing violence against another, shall be
punished by a fine of 20,000 to 100,000 dinars or imprisonment for a term of 10 to 30 days.
Whoever, by provoking a fight or participating in it, disturbs public order and peace - shall be
punished by a fine of 50,000 to 150,000 dinars or by imprisonment for a term between 30 and
60 days. From the cited provisions of Law, we can conclude that domestic violence is not
explicitly predicted as a misdemeanor, but it can be qualified as a misdemeanor against public
order and peace. It is relevant to state that the family connection is not important for the
imposition of the envisaged punishment, but according to the Law on Misdemeanors, a
protective measure "prohibition of access to the injured party, facilities or place of
misdemeanor™ can be prescribed (Article 61) and can protect against further endangerment.
Also, when the legal grounds for bringing a perpetrator of violence are met on the basis of the
Law on Misdemeanors, in some cases the misdemeanor procedure may be more efficient than
other types of court proceedings because the perpetrator is brought to a misdemeanor court
judge immediately upon the request the procedure, and a proposal to render a judgment that
becomes enforceable, before it becomes final (Article 190). In this way, the victim of domestic
violence can be effectively and quickly protected.

4. CONCLUSION

In the Republic of Serbia, the first step in building a comprehensive system of protection against
domestic violence was made with the adoption of the Law on Amendments to the Criminal
Code of the Republic of Serbia in 2002. With the entry into force of this Law, Article 118a,
domestic violence was incriminated as a separate criminal offense, which established
repressive, criminal protection from domestic violence. Then, the next step was taken in shaping
the legal protection against domestic violence by passing the Family Law. The new Family
Law, from 2005, defines domestic violence for the first time as a social problem, and not just
as a personal problem. As we have already stated, Article 197 of this law states what is
considered domestic violence, while Article 198 introduces civil protection. We believe that
the adoption of the Family Law, with the appropriate criminal law regulations, has completed
the system of legal protection against domestic violence. Ratification of the Council of Europe
Convention on Combating and Preventing Violence against Women and Domestic Violence
led to the adoption of the Law on Prevention of Domestic Violence in the Republic of Serbia
in 2016, which began to be applied in 2017. With the adoption of this Law, Serbia has opted
for a more intensive and decisive fight against domestic violence, placing special emphasis on
the prevention of domestic violence. And when it comes to the area of misdemeanours, the Law
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on Public Order and Peace envisages a certain type of misdemeanour that results in a violation
of public order, and it can happen that the perpetrator and the injured party are family members.
Besides punishments as repressive measures to combat various forms of domestic violence,
criminal and misdemeanour legislation for the prevention of domestic violence provides for
other protective or security measures, which are reflected in the ban on approaching victims of
violence at a certain distance, ban on access to space around the place of residence or place of
work of the victim, as well as the prohibition of further harassment and further communication
if it is assessed that further performance of such acts by the perpetrator would be dangerous for
the victim. The purpose of the mentioned measures is to prevent the commission of new
violence, to enable the free and safe movement of the victim of violence in private and public
space and to perform regular life activities. Conclusion is that protective measures should
significantly contribute not only to repressive, but also preventive action, as well as to influence
the cessation of domestic violence to cease to be a pattern of behaviour. We believe that
domestic violence should not be tolerated or treated as a family matter, because the right to life,
physical and mental integrity cannot be suppressed by other rights, including the right to
property and the right to privacy, but any knowledge of violence must be report, and it is up to
the court to punish the perpetrators accordingly. And the improvement of the normative
framework should contribute to the effective prevention and suppression of domestic violence.
By improving the normative framework, we mean harmonizing and harmonizing the relevant
solutions contained in the relevant laws, primarily in the Criminal Code and the Family Law,
such as. unique determination of a family member, extension of protective measures, etc.
However, the instruments and mechanisms prescribed to protect against domestic violence are
not effective if citizens are not informed of their existence. Therefore, the state, competent
authorities and institutions should focus their efforts on information regarding protection from
domestic violence. Nevertheless, a review of the current legislation in the Republic of Serbia
leads us to the conclusion that the issue of legal protection of victims of domestic violence is
given much more attention today than in the previous period. Decades of pointing out the
consequences and frequency of domestic violence have led to significant shifts in the context
of the social response to this phenomenon. This is a huge step forward, because domestic
violence has become socially visible and prohibited by legal norms. An insight into the
legislation of the Republic of Serbia concerning domestic violence leads us to the conclusion
that there are numerous mechanisms for the protection of victims and punishment of
perpetrators of domestic violence. However, the question arises as to whether adequate
mechanisms have been put in place for effective and adequate protection of victims of domestic
violence? We believe that the answer to this question can be obtained by researching and
analysing legal practice that can significantly contribute to understanding the application of
existing laws, as well as all the shortcomings that arise from that application.
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ABSTRACT

This article focuses on gender discrimination in the labor market, in public and private sector
companies, with the underlying research question - What are the factors that lead to
discrimination against women in the labor market? As a central objective, the analysis of the
factors that lead to discrimination against women in the labor market was defined. Regarding
the organizational structures, which are under study, they can be considered as institutions that
operate in a «gendered» ideology, differentiating individuals and creating inequalities between
them based on the gender they represent. In the labor market, gender inequality crosses all
stages of the employment contract, from recruitment, career progression, remuneration and the
termination of the employment relationship. In the labor market, for example, there is a wage
gap based on gender, the so-called “gender wage-gap”. Women receive lower wages than men
for performing the same tasks, having the same skills, experience and training. In this study,
four starting questions were outlined: What are the explanatory factors of discrimination and
gender inequality that persist in employment structures?; What are the factors where there is a
lower presence of women in top positions, organizational or work contexts?; Is there equal pay
in companies or is there just a policy of equality on paper?; According to the Equality at Work
Law in Portugal, do public and private sector companies apply the Law in their human
resources policy?The general objective of the study is: To analyze the factors that lead to
discrimination against women in the labor market, having been defined as specific objectives:
Understand what are the obstacles they currently face when they rise to top and management
positions; Gender equality is something that can or cannot be achieved as long as we live in a
society that sees women as “housewives ”. The methodology adopted is qualitative, materialized
through the application of a case study, and quantitative through the application of a
questionnaire survey, in which a sample of 114 respondents was obtained, of which 78% are
women, 20% are men and 2% did not identify their gender. The main final considerations
indicate that gender equality in organizations and their integration will not be achieved until
the isolation of women in the workforce is reduced, that is, as long as male models continue to
predominate in social and organizational structures, women will tend to always being isolated
and sent to the private space, giving them the responsibility of taking care of home and families.
Keywords: Gender discrimination;labour market; inequality; management
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1. INTRODUCTION: LITERATURE REVIEW

People in adulthood become the result of what they are and what they achieve throughout their
lives. Men and women were once children, however, it is from childhood that society restricts
them through the stereotypes created for each gender. One of the main questions of this study
is how to explain the lower presence of women in certain organizational positions or in work
contexts, which leads to the reflection if one of the factors that explains the lower presence of
women in certain professions or positions within the organizational structure, could be or not
be explained by the way in which female and male children are raised by their parents, or by
society in the way it witnesses their birth, defining through gender the roles they will later have
in society. It is important that from childhood we learn that the world of work is not separated
into "professions of men and women", the "archaic" stereotypes of society need to be broken
and the children who are educated in schools today need to be learn that men and women have
exactly the same abilities, the same rights and the same opportunities. The report Academic
Trajectories and Professional Integration of Graduates (1999-2003), carried out by the Lisbon
University, reveals that young graduates earn less than €500 per month, compared to their male
colleagues (Alves, 2005). According to several authors, in the 1st cycle gender education and
citizenship guide, “in the labor market, wage disparities in many sectors of activity still persist”
(Vieira, Cristina, Nogueira, Conceicdo, Tavares, Claudia, 2015, p.7). This factor is called by
many authors as the «Glass Ceiling Effect» in the professional ascension of the female career.

Gender concept

The word gender is one of the most important when women try to enter the job market, in a
typically male profession, such as civil engineering. The concept has been debated for some
time, and there are authors who argue that it was developed in feminist analyzes from 1979
onwards, being defined as a social construction of different attributes between men and women.
For Amancio (1994), the division of genders is nothing more than “a way that society has
arranged for the creation of prejudiced stereotypes and discrimination that primarily affect
women”. In order to support the idea that the differences observed between genders are not only
justified by the biological issues presented since birth, but are, rather, the result of cultural
constructions, Ann Oakley suggested that the distinction be made between the terms sex and
gender, which later turned out to be a reference distinction for the Social Sciences. Ann Oakley
says: “The sex we are born with concerns the anatomical and physiological characteristics that
legitimize the differentiation in biological terms, between male and female. In turn, the gender
we develop involves psychological attributes and cultural acquisitions that men and women
incorporate throughout the process of forming their identity, and which tend to be associated
with the concepts of masculinity and femininity” (Oakley, 1985). Oakley (1985) reinforce the
idea that sex refers to biological issues beyond our control and that gender is intertwined with
the social and cultural issues of societies. As such, it is natural that society expects men and
women to behave differently, as they have different conceptions of how they should behave in
society. As already mentioned, the discussion around this concept dates back to ancient times,
in 1949 Simone de Beauvoir, in the book “The Second Sex”, a writer and feminist, argued that
“we are not born women, we become women” (One is not born, but rather became a woman)
(Beauvoir, 1949; p. 273) The way women are socialized, the characteristics attributed to them,
according to the female gender roles, are transmitted throughout their lives, making them
increasingly women, learning to build their identity in society. Simone Beauvoir, in her two-
volume work (Facts and Myths and The Vivid Experience), was a source of inspiration for
many feminist authors, such as for Betty Friedan. Author of her book The Second Sex, she
anticipated the so-called “second wave” feminism, which emerged almost three decades later
with the women's liberation movement, and developed in the late 1960s.
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Beauvoir in an interview, in 1976, with John Gerassi stated that “the dispute will last as long as
men and women do not recognize themselves as similar, that is, as long as femininity is
perpetuated as such” (Beauvoir, 1976). Through this statement, it can be conveyed that as long
as society does not look at men and women as equals, there can always be a woman willing to
fight to be heard, and for the rights to be treated as an equal being to men. We can therefore
conclude that despite the intensive work of feminist scientists, who hope to one day contribute
to the elimination of gender inequalities in society, discrimination continues, the cultural
complexity of gender stereotypes, referring to masculinity and femininity are too rooted in
society, as can be seen today, there is still a low representation of the female sex in professions
that are not traditionally female. Luisa Saavedra states in one of her studies that “there will
continue to be difficulties in changing gender stereotypes associated with the professions”
(Saavedra, 2001).

Genders in Organizational Structures

With regard to gender inequality, in organizational structures, most of the responsibility lies
with companies. There is, even today, the concept that there are jobs that are inappropriate for
women and vice versa. Strictly speaking, it is the companies themselves that create «a specific
type of people» Mercedes Alcafiiz: “Thus reproducing the differences that exist between men
and women, through the creation of normative gender standards, expressing a gendered
institutional logic that reproduces gender relations between men and women and the order of
hierarchy and power” (Vincent, 2013). Within an organization men and women are evaluated
in different ways, having as a criterion the perception that society has, thus ending up generating
differences between the genders. As long as the mentality of society does not change, with men
working, with control over their emotions and with an «instrumental rationality», and the
woman, who represents «emotionality and sensitivity», then she will always be considered
«weak» for power positions and authority (Connell, 1987 / 1995; Lorber & Farrell, 1991;
Kimmell, 2000; Oliveira & Amancio, 2002). Adler (2002, p.747) reinforces the idea discussed
above by stating that “according to his research, the way of approaching things, on a day-to-
day basis, and of judging, distinguishes men from women. The profile of men characterizes
them as aggressive, competitive, independent, logical, active, made for the business world.” In
relation to women, Adler, states that they stand out as being “communicative, kind, democratic,
participatory and submissive”. According to the author, the problem with women is that, most
of the time, they do not know how to value themselves, because they do not feel the need to
show their conquests and victories. For Fischimayr (2002, p.773-783), these very distinct
characteristics transfer a “weak and inadequate image of them to the business world”.
FischImayr believes that such characteristics are like a barrier created by woman, in relation to
her personal development, as if she were “sabotaging” herself. This happens because they
continue to behave according to the “gender role” that society, over the years, has predefined
for them. The author argues that the fact that some women doubt their abilities means that,
when performing executive positions, they copy the positions of men, ending up neglecting
their “natural qualities”. Gender inequalities have marked women's careers, namely
discrimination, pre-defined stereotypes and prejudice. Gina Santos, inspired by Ann Morrison
and Mary Von Glinow, defines the barriers created by women in their professional lives as the
Glass Ceiling Effect, stating that this is: “A subtle and invisible but nevertheless very strong
barrier that prevents women from ascending to the top and most responsible positions in the
organization simply because they are women is the metaphor commonly used in the literature
to explain discrimination” (Santos, 2010, p.100). Santos also mentions that there are three
explanatory dimensions, which justify a lower presence of women in top positions. The first
focuses on individual differences as a justification for gender inequalities, that is, attitudes,
behaviors, knowledge and personality traits are what place them in a minority position in
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relation to men. For Santos, the main focus of this dimension “is that men and women are
essentially different due to a process of socialization that is different” (Santos, 2010, p.103).
The second dimension attributes to organizational structures the blame for the inequality that
women suffer in companies, that is, “it is the characteristics of the situation, and not personality
traits or intrinsic motivations, that define the behavior and attitudes of women in management”
(Santos, 2010, p.103). Contrary to the first dimension, it assumes that the cause of gender
inequality is not found in the differences in the socialization process of each sex, but in the
situations that each one goes through throughout his career. It can be assumed that it is the
characteristics of the situations that will define the behavior of each one. The fact that women
are seen as "weak and sensitive™ does not help in positions that are seen as being "typically
masculine". This dimension has a flaw because it only considers the organizational structure as
a variable, forgetting factors such as “the social context and subordinate status of women in
society, or organizational cultures that end up influencing management practices and policies
within of the organization” (Santos, 2010, p.103). What the author wants to say is that the social
factor and the organizational structure are separate but influence each other. Finally, we have
the third dimension that focuses on “the patriarchal value system that sustains organizational
cultures in the concept of gendered organization” (Santos, 2010, p.103). In this dimension,
patriarchy is referred to, through the “patriarchal value system”. This can be defined as a
structure on which all contemporary societies are based. It is characterized by an institutionally
imposed authority of the man over the woman and children in the family environment. It can
be assumed that this dimension of guilt, patriarchalism for the discrimination that women face
in their daily lives, was with the liberation of women from the power of men, with their insertion
in the paid job market, which shook the legitimacy of man's domination as a family provider.
However, despite discrimination being illegal, we know that patriarchy and its values still
endure. In conclusion, this phenomenon of differentiation, referred to by several authors as the
«Glass Ceiling Effect» is used to define “the blocking of promotions to top positions by women,
and was later extended to include, also, the inequalities observed in minorities” (Maume, 1999,
p.484; Maume, 2004, p.250), “as well as the inequalities of access to intermediate management
positions” (Zeng, 2011, p.312).

Equality in Portugal

Gender equality is represented as women's struggle for their economic independence, equal pay
and power. The truth is that, in part, it is for these values that they fight, despite not being an
issue that only concerns women, since the male gender has a lot to gain from this equality. Men
are increasingly in the minority with regard to degrees, they continue to spend less time with
their children, and in the field of accidents at work, they are the most affected. It is important
to remember that they are the ones who occupy most of the management positions and that, in
general, they earn more money than women, perhaps because they are more available and,
therefore, have greater facility in performing overtime work. Gender equality should be a
common goal for all, the struggle for equality can only be achieved if we work together to
obtain equal projects and goals, agreeing that the usual socially defined functions are wrong
and do not work. In Portugal, the formation of a legal and institutional framework for equality
between men and women was an early, innovative and even progressive process. It is known
that the country was under dictatorship for a long time, and it was after the 25th of April 1974
that the democratization process began, where fundamental measures were implemented that
changed the role of women, in public and private life. With the 1976 constitution, laws were
created, and an attempt was made to change the idea of the condition of women. One of the
changes achieved, which we can consider grandiose, was the role played by women, both in
private and public life. Freedom and equality was something that did not exist and at no time
was the woman considered as “a human being as efficient as the man.”
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With the approval of the Portuguese Republic Constitution, the great step towards gender
equality was taken. Nowadays, it is still the obligation of the state to promote this equality, as
established in the VV National Plan for Gender Equality, Citizenship and Non-Discrimination
2014-2017. However, as it is possible to prove throughout this study, the fact that inequality
based on sex is illegal, the laws implemented are not enough to change the social mentality.
Laws were created, attempts were made to change the idea of what it was to be a woman, despite
this, social norms did not change, with women continuing to be considered inferior in relation
to men. Despite being in a subtle way, this social normativity still persists. It is important to
analyze the following question: “Can the law build equality between men and women? The
truth is that the law is the foundation of the democratic state, but by recognizing that men and
women are free human beings and equal in dignity and rights, it is contradicting the social
normativity that presupposes that each sex has its role (gender roles) and, therefore, have
different rights, making them unequal in the eyes of society. According to Rocha (2005),
equality between people does not depend only on the legal norm, thus answering the above-
mentioned question. Many forms of asymmetric differentiation existing in the functions
performed by men and women escape the State and the Law, and these in themselves can be
important diffusers of «segregation». In this sense, Portugal has been assuming international
commitments in the area of equal rights and opportunities for women and men, as set out in the
Lisbon Treaty and the Fundamental Rights Charter. However, taking into account the results of
the 2015 edition of the gender inequality index, Portugal was considered by different national
and international institutions as one of the countries with high wage inequality. The index
included an evaluation of 145 countries, and globally confirms “the progress in terms of salary
and participation in the labor market, relative to women, has been slow and that it is only now
that women are starting to earn the same that men earned in 2006.” This suggests “that the
economic inequality between sexes, in the world, will still take at least 118 years or until 2133,
to be eliminated.” Brandolini et al. (2011), by calculating the Gini Index for gross monthly
earnings, classified Portugal as the most unequal country among the 24 countries under analysis
(EU-25 excluding Malta). Also, Rodrigues et al. (2012) placed Portugal in fourth place in the
calculation of the Gini Index for the EU-27, in relation to gross monthly earnings.

2. METHODOLOGY

In these investigation, it was intended to explain and understand the concrete phenomenon
referred to in the initial questions, based on the existing literature known on the matter, through
a progressive process of empirical data collection, in public and private sector companies, so
we assume a methodology in the form of a case study. For Yin (1999) “case studies are
appropriate for investigating phenomena within a context, where the boundaries between
context and phenomenon are not clearly defined”. The present case study, which we adopt as
intrinsic, is due to the fact that we have a particular interest in research, since “by studying it
we learn about other cases or about a problem in general, but also because we need to learn
about this particular case” (Stake, 2007, p.19). It is thus placed at the level of interpretation and
understanding, deepening not only the concrete and singular phenomenon, but also its meaning,
referring us to a qualitative investigation. The methodological strategy chosen in this case study
is qualitative, materialized through the application of a case study, and quantitative through the
application of a questionnaire survey. In data collection, a detailed bibliographic research was
chosen on the themes involved in this investigation, and a questionnaire survey distributed to
public and private sector workers. It is important to note that the questionnaire survey was
distributed using electronic tools, with the aim of reaching a greater number of people,
regardless their geographic area.
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Of the 310 questionnaire surveys distributed, the sample of this study consists in 113 people,
of which 78% are women, 20% are men and 2% did not want to identify their gender, being a
non-probabilistic sample for convenience, taking into account that responses from individuals
who were available to respond to the questionnaire were used.

3. RESULTS DISCUSSION

For analyzing and structuring the data, distinguish percentage of men and women working in
the different sectors and who responded to the questionnaire, we create two categories were
previously chosen for study, and emerged from the concepts investigated, the Concept of
Gender and Genders in Organizational Structures, where gender always plays a very important
role. As such, it is pertinent to join the two categories to understand the percentage, in the public
and private sector, of responses obtained from the female gender and the male gender. About
men and women from the public and private sector who responded to the questionnaire, the
sample is the “gender” of each one, it can be considered that in 100% of the female gender 49%
are from the private sector and 48% are from the public sector, and that in 100% of the male
gender 74% are from the private sector and 26% represent public sector. The predominant
theme of the study in question was gender equality in the labor market, with a focus on the
Portuguese labor market and the initial theme being “Gender Discrimination in the Labor
Market”, centered on the Portuguese public and private sectors, considering it relevant
understand which factors explain discrimination against women in the labor market. After
analyzing the questions for this question, it was concluded that it is in the public sector where
gender discrimination is most noticeable. The explanatory factor that we considered first
concerns organizational development. According to the results obtained, we can say that
equality among workers is not a priority in organizational development, however it is something
that can help to eliminate gender discrimination in an organization. The human resources of a
company have the objective of supplying and maintaining the organization with people, in
quantity and quality, as well as keeping them willing to carry out the objectives defined by the
company. However, it is not difficult to understand that workers treated differently by their
superiors just because they are different genders do not feel motivated to fulfill objectives
defined as a goal by these companies. How can human resources change this situation? Through
organizational development, which is directly related to the study of organizational behavior,
being an activity with a defined beginning and end, developed within organizations.
Organizational development aims to improve the organizational structure, transforming the
organization more effectively, through a process of organizational change, planned, and
encompassing the entire company. This has already been implemented in some companies,
which have begun to feel the need to face the environmental, cultural and social changes that
are becoming faster, more frequent and more profound. Companies and society have to keep
up with these changes, initiating organizational development with the aim of making the
company more flexible, or flexible enough, so that it can adapt to changes in the system it
depends on and with which it relates. In short, organizational problems can originate in the
various subsystems that make up your organizational environment, technical, social,
educational, economic, etc., which will consequently affect the company, forcing it to make
internal changes. However, many companies are not aware of these changes, thus running the
risk of reducing their effectiveness, compromising their objectives and their survival in the
market. Directly associated with organizational development, the second explanatory factor
follows: companies do not provide funds to raise awareness among their workers about gender
equality at work. According to the WEF (World Economic Forum) it will take 170 years for
women and men to be considered equal. This situation does not help until companies develop
measures and actions that promote equality.
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As a third explanatory factor, and following the above, we considered that one of the causes
that could also explain gender discrimination in companies is the investment spent on training
workers equally. According to the Labor Code, professional training is an employer's duty to
ensure the workers' individual right to training. However, after analyzing the results, in 100%
of the respondents from the private sector, 57% considered that their company, when preparing
a training plan, does not have in mind the principle of equality, mainly with regard to
qualification, progression in career and access to leadership positions. In the public sector, out
of 100% of respondents, 58% shared the same opinion. We can consider that gender
discrimination within an organization is known to managers, however they do nothing to solve
the problem, ignoring it most of the time. As mentioned earlier, it is in the top positions that the
percentage of discrimination is higher. After analyzing the results of the questions in the
questionnaire carried out, we can conclude that this happens because companies do not offer
the same opportunities to women, do not invest in their training and do not believe that women
have what it takes to reach a top position in the organization. offering them the same
opportunities for career advancement, simply because they are women. In 100% of the
respondents, 61% said yes, that they are not given the same opportunities to rise to top positions,
just because they were born women. Analyzing the results obtained, it appears that the skills of
male and female workers, within the organization, are not accepted by the leadership in the
same way. However, it is considered that the sample under study is not enough to reach a
plausible conclusion about the reality of the Portuguese sector of activity. Based on the results
obtained in the question: Performance evaluation is based on objective criteria, common to
women and men, in order to exclude any discrimination based on sex, we considered that no,
that performance evaluations do not exclude discrimination 50% of respondents from the
private sector and 56% of 100% of respondents from the public sector stated that within their
organizational structures performance evaluations do not exclude gender discrimination.
Finally, an explanatory factor of gender inequality that persists in employment structures is
wage inequality. According to 2016 WEF report, women continue to earn less than men (just
over half), sometimes working longer hours.

To conclude this question, after analyzing the data, we considered as explanatory factors of
discrimination and gender inequality, persistent in employment structures, the following:

e Weak commitment to organizational development by organizations human resources;

e Negligence, on the part of companies, in relation to the development of measures that aim
to make workers aware of gender equality;

e Higher investment in male workers training, neglecting female workers, thus considering
the inferior capacity of women, not offering the same opportunities for career progression;

e Discriminatory and non-objective criteria in performance evaluations;

e Lack of formal rules and procedures that allow the presentation of complaints in
discriminatory situations, thus making employees within the organization not feel supported
by leadership;

e Wage inequality between workers performing the same function.

As we can see from the results obtained in the previous question, there is still a long way to go
in order to achieve gender equality in the labor market. It is difficult to explain the “why” of
this discrimination, bearing in mind that women are discriminated against simply because they
were born female. The cultural complexity of gender stereotypes regarding masculinity and
femininity are too ingrained in society. The lower presence of women in certain organizational
positions or in work contexts can be explained by the values that are transmitted to us
throughout life and, by the way in which we are socialized, since the concept of gender results

27



86™ International Scientific Conference on Economic and Social Development
23-24 September 2022, Lisbon, Portugal

from the social construction of what it is to "be man” and “being a woman”, archaic stereotypes
that defend the existence of male and female professions, thus resulting in a low representation
of women in professions that are not traditionally female. This question is intended to help us
understand the reduced number of women in certain positions within an organization. As
previously mentioned, the study focused on public and private sector companies, and after
analyzing the results we can say that, once again, it is the public sector that presents the worst
results. Following the logic of the analyzed questions, we can start by mentioning that, both in
public and private sector organizations, equality between men and women is not considered as
a priority for the organizational structure. Organizations do not present measures that
specifically encourage the participation of men and women in decision-making processes. We
can say that the fact that the company does not encourage the balanced participation of genders
in decisions, discourages the promotion of women to top positions/decision bodies. Another
issue is women's refusal to compete for top positions in organizations, as there are no facilities
for career interruption in companies, if they decide to continue their training or if they want to
be mothers. Many women end up giving up their career in favor of their family life. It is
important that in the organizational structure, where they fit, there is the facility, for both men
and women, to interrupt their careers, with a valid justification, without reprisals or
consequences. We then analyze this question: respondents in the private sector 60% considered
no, in the public sector, respondents, 58% said the same. We can see, once again, that the public
sector presents worse results. The questions that we are going to analyze next turn out to be
interconnected with each other, allowing us to reach a conclusion. That is, if there is a principle
of gender equality, present in the organizational structure, from the beginning, there will be a
greater probability of having an equal number of men and women in leadership positions or
decision-making bodies, however, it can only be an option if the skills of all workers are
recognized equally and not according to their gender. Finally, if the principle of equality is
present in all decisive steps, the evaluation of workers' performance will be carried out using
objective, non-discriminatory criteria. However, as we can see after analyzing the results
obtained, such a scenario does not happen, and is far from being a reality. In conclusion, we
consider that the lower presence of women in certain organizational positions or work contexts
can be explained by the following factors:

e Gender equality is not a priority for the organizational structure, so the company will
not feel the need to implement measures that make its workers aware of gender equality;

e The participation of women in decision-making processes is not encouraged from the
beginning, so it will later affect their candidacy for top positions/decision bodies;

e The candidacy of workers is not encouraged for positions where they are under-
represented, that is, where they are inferior;

e Same opportunities for career advancement are not offered within the organization, as
a woman;

e There are not the same opportunities for career interruption;

e When companies appoint a worker to a leadership position, they take into account
discriminatory criteria, considering women to be fragile and weak for leadership
positions;

e Performance appraisals in organizational structures are based on discriminatory criteria,
with workers' skills being recognized in different ways.

Let us now address the issue of gender pay inequality. According to the WEF's The Globel

Gender Gap 2016, we will only have equal pay in 170 years, however women will continue to
earn less by working longer hours and will be in a minority in positions of responsibility.
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There are several national and international institutions that consider Portugal to be one of the
countries with high wage inequality. But what exactly is the pay gap? This represents the
difference in gross hourly pay between workers, men and women as a percentage. According
to the Portuguese Labor Code, “workers who are in the same position within a company, with
the same working hours, with the same functions, with the same qualifications and with the
same type of employment contract”, must have the same remuneration. However, we can
consider that men and women who perform the same function may have a different
remuneration, this difference being based on objective criteria and not only on the basis of sex.
The European Commission believes that the pay gap reflects three types of disadvantage that
women are faced with: lower hour pay; fewer working hours and lower employment rates. In
short, women earn less than men, working the same workload and performing the same
function. We can also add that you are given fewer job opportunities due to the fact of a possible
pregnancy, which will imply prolonged absence, which in turn implies replacement, resulting
in more costs for the company. As we can conclude, from the results obtained, wage equality
does not exist, it is not a reality. In the private sector (100% of respondents) 50% stated that
their company does not guarantee compliance with the principle of “equal pay or equal value”;
whereas in the public sector (in 100% of respondents) 52% are of the same opinion. This one
presented, once again, worse results. We also have to consider whether wage inequality among
workers came from skills, whether or not these are recognized equally by the organizational
structure. According to the results obtained, we can consider that the equal recognition of
competences in companies, in the public sector and in the private sector, does not happen taking
into account that (in 100% of respondents) in the public sector 73% and that (in 100% of
respondents) from the private sector 63% said that the skills of workers, men and women, are
not recognized in the same way by management. But it is also important to mention that in 2016
history was made, because women occupied a third of the seats in the Republic Assembly, and
in the legislative, of the 230 parliamentary seats, 76 were occupied by women. In conclusion,
based on the results obtained, we can say that it is in the public sector where the worst results
and a greater delay in terms of salary equality are found. It is also important to mention that
none of the sectors presents satisfactory results. In this last question, the analysis of all the
results obtained during the study was taken into account, as a summary of all the work
mentioned above. The idea of gender equality is associated with the question that men and
women are equal. However, this equality does not exist, and what is different should not be
treated equally. Something contradictory? Yes, it is a contradictory idea, but correct. Although
sexes are different, both are human beings, so they must have the same respect, same rights and
same opportunities. This study focused on gender inequality in Portuguese labor market,
focusing on the public and private sector. The inequalities that women have always suffered are
the result of a long path of production and reproduction of gender stereotypes that later created
the concepts: glassceiling and glasswalls. The first concept, glassceiling, mentioned earlier,
reflects the difficulty of women to access top positions in the hierarchy of organizations and,
the second concept, glasswalls, reflects the barriers in relation to some sectors or professions.
In short, historically women are represented by exclusion in the public sphere, in the economy
and in politics. During the Estado Novo period, the moral principles of the family were
defended, and the married woman should take care of the home, work would become
incompatible with the roles that society reserved for her. Later, the family disappears from the
Civil Code, being a very significant change for woman. The period 1974-1979 consolidated
Portuguese democracy and created changes that constitutionally assumed equality between men
and women at work, in the family, in society, namely, women's access to all professional
careers; maternity leave extended to 90 days; the right to vote: and the right to be able to leave
the country freely, without the husband's authorization (Ferreira, 1999).
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According to Portuguese Constitution, it is the obligation of the Portuguese State to promote
gender equality. However, as we can see from the results obtained from the questionnaire, the
public sector showed the worst results, where gender inequality is more accentuated, although
the private sector also did not have encouraging results. The Portuguese Labor Code is clear
with regard to gender equality, being referred to in several articles, however, sometimes these
rules are “lost” in human resources policies. The truth is that companies are made up of men
and women, and it is up to human resources management to adapt social responsibility policies
to reality, seeking to differentiate responses to the needs of one and other, in benefit of the
organization's success. There is a need to “make structural readjustments so that women, in
equal circumstances, can prove their ability to perform positions of leadership, prestige and
high responsibility” (Loureiro & Cabral-Cardoso, 2008). However, Dickens (1998) states that
women “are often invisible to the management of human resources, even when management is
ensured by a professional group, strongly feminized, as is the case in Portugal”. According to
Dickens (1998), companies that assume a commitment to equality should develop human
resources management practices that contribute to the process of becoming aware of the nature
of gender in organizations, seeking to adapt their policies, values, norms and formal and
informal structures to this reality, instead of adopting gender-neutral practices that reflect
socially masculine attributes, needs and work patterns. It cannot be said that public and private
sector companies present in the Portuguese labor market are not implementing the Equality
Law in their human resources policy, however, based on the results obtained, it can be assumed
that the inequality of gender is more pronounced in the public sector, governed by the
Portuguese State, which in turn should be an example for the private sector, enforcing the
Portuguese Constitution Law. According to the results obtained, this does not happen, since it
presented, in practically all aspects, negative results. Through this study it is not possible to say
whether gender discrimination is direct or indirect.

4. FINAL CONSIDERATIONS

With the present case study, we aimed to verify if there is gender equality in the sector of
Portuguese activity, public and private sector. Women's struggle for equality dates back to the
1960s, and it was with that feminist movements emerged. The truth is that gender inequality
affects both men and women, they are also disadvantaged when they do not choose «typically
masculine professions», for example, stylists, hairdressers, and designers. Men in this kind of
professions are, more often than not, labeled with «clichés» attributed to the profession they
chose to practice. It was in the 1970s that the Law on Equality in Work and Employment was
developed, but women continue to face the same difficulties. We sought to provide a theoretical
framework on gender the state of art (in)equality by selecting some empirical studies that we
considered relevant to focus on the topic under study, we intended to use qualitative and
quantitative data collection techniques, which would allow us to understand whether in
organizational structures, in the public/private sectors, there is or is not gender equality,
provided for Portuguese Law. The legislation on equality between women and men at work
enshrines the right to equal pay between workers for work or equal value, provided to the same
employer. Rodrigues, Figueiras and Junqueira (2012) identified professional qualifications and
educational qualifications, variables related to the worker, the region and the size of the
company are variables related to the company, they are therefore important variables in the
definition of wage inequality in Portugal. Taking into account Guerreiro's statement “the
promotion of gender equality, as an internal dimension of social responsibility, is an indicator
of a responsible human resources management policy, as it tends to be concerned with men and
women working in the organization”. The negligence, on the part of companies, in relation to
the development of measures that aim to make workers aware of gender equality; higher
investment in the training of male workers, neglecting female workers, considering women
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inferior, not offering the same opportunities for career progression; discriminatory and non-
objective criteria in performance evaluations; the lack of formal rules and procedures that allow
the presentation of complaints in discriminatory situations, making employees feel
unsupported, and finally, the inequality of pay between workers performing the same function.
As for the lower presence of women in management or top positions, through the results, it is
concluded that it is due to the fact that gender equality is not a priority for the organizational
structure, and in this case the company will not feel the need to implement measures that
sensitize workers to gender equality; women's participation in decision-making norms is not
encouraged, which will later affect their candidacy for top positions/decision bodies; the
candidacy of workers is not encouraged for positions where they are under-represented, that is,
where they are inferior; women are not offered the same opportunities for career advancement;
there are not the same opportunities for career interruption. When companies appoint a worker
to a leadership position, they take into account discriminatory criteria, considering the fragile
and weak woman for leadership positions and, finally, performance evaluations, in
organizational structures, are based on discriminatory criteria, being skills of male and female
workers recognized in different ways. According to Steinberg (1992), gender inequalities are
related to the predominance of male models in the design of organizational structures,
conferring advantages to men. Women, on the other hand, face obstacles when trying to
integrate into a social structure that was not built taking into account their characteristics and
social roles. These revealed above all the difficulty in reconciling professional demands with
family demands. In conclusion, organizational structures are institutions that operate on a
“gendered” ideology, differentiating individuals and creating inequalities among them based on
the gender they represent. These inequalities relate, for example, to access to power positions,
recruitment policies and the renumbering of male and female roles. Although more and more
women break down barriers in organizations to occupy roles at higher levels in organizational
structures, many professions continue to be dominated by just one of the genders (Baunach,
2002). The literature presents numerous studies that fall into different levels of analysis,
individual, institutional and social, and that seek to explain the inequalities of power between
men and women in organizational structures. However, they all have an explanatory power for
the phenomenon. Also, the differentiation in remuneration reveals the predominance of male
ideology in organizations, considering that male workers are more competent to perform
functions designed in their image, and for which they recruit in a homosocial reproduction logic
(McPherson et al., 2001). According to this perspective, higher remuneration is justified, as
their contribution to the organization will be larger. Such an ideology conditions the assessment
of women's potential to perform functions, considering them, in most cases, as less suitable
(inferior) candidates for positions, either because they present different characteristics from the
group they are recruiting or because they do not have the same experience (as advocated by
Human Capital Theory) nor the same capacity for long-term commitment. We agree with
Baunach (2002) when he states that gender equality in organizations and their integration will
not be achieved until the isolation of women in the workforce is reduced, that is, while male
models continue to predominate in social and organizational structures, women will always
tend to be isolated and sent to the private space, giving them the responsibility of taking care of
home and family.
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ABSTRACT

The paper deals with modern trade, in the context of information technology development.
Analysing the challenges and circumstances facing workers and companies during the
adaptation to changes in modern trade in the context of the development of information and
communication technologies, considers ways to contribute to reducing and / or avoiding crises
during the first phase - adaptation, ensuring implementation of necessary communication
strategies and modern information technologies. Over the past few decades, the rapid
development of information technology as well as communication science has confirmed the
thinking that technological development i.e. the use of information technology will continue to
develop unstoppably. Rapid growth and development on the one hand provides new
opportunities in the context of technology development, while generating certain problems. The
development, especially of information technologies in the field of trade, in addition to modern
communication techniques and methods, affects society as a whole. The importance of
information technology for the development of trade is indisputable. The fact is that trade has
undergone a transformation thanks to modern information and communication technology
(online trade, contactless payments, etc.), which had to change the communication approach,
which ultimately results in a complete transformation of traditional forms of trade, but also
partially abandoning certain communication methods i.e. direct communication based on the
skill of personal communication seller-buyer.

Keywords: information technologies, communication, trade, technological progress, labour
force, labour market, transformation.

1. INTRODUCTION

When it comes to economic development, it is important to point out that it includes economic
disruptions, and it is inevitable to make a compromise between economic growth on the one
hand and the cost of adjustment on the other. Global economic development, driven by the
development of information technology and the expansion of markets, in principle results in
improved living conditions for billions of people around the world. On the other hand, there are
changes in certain markets and migration of the population, which directly and indirectly results
in certain disturbances, creating enormous pressure on individuals and societies to adapt if they
want to keep pace with change and share in prosperity and economic progress. Work from the
communication aspect problematizes the impact of information technology development and
trade on the labour market in developed and developing countries, which leads to the conclusion
that, as far as the progress of information technology and globalization (online trade, contactless
payments, etc.) and the development of trade as a whole brings great benefits to economies,
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possible and negative impact on groups (populations, labour force) and regions, which is a real
problem that many countries are trying to mitigate and solve through timely planning and
appropriate stakeholder communication. It is considered that the main reason for this problem
is non-compliance or the so-called “friction” between newly acquired knowledge and skills
required by the information technologies sector and technology-driven global economy,
compared to traditional knowledge and skills that are insufficient or non-existent, and which
many workers in the labour market at the time of change, generally do not have (World Trade
Organization, 2020). Finally, it should be noted that the main policy objectives of labour market
institutions are to reduce the disadvantage of at-risk groups (women), reduce unemployment,
reduce segmentation in the labour market, achieve regional, qualification and sectoral mobility,
at the same time increasing labour productivity.

2. METHODOLOGY

The paper summarizes, analyses and presents data that are crucial for understanding changes in
trade in correlation with the development of information technologies and communication
strategies, mutual influence and interdependence. Emphasis is placed on the contribution to
raising awareness of the importance of connectivity and the great mutual influence of trade and
information and communication technologies, which irrefutably and irreversibly affect the
structure and modality of the labour market and jobs, jobs and, consequently, wages. The aim
is to investigate in more detail and analyze the correlation of relations and the connection
between the development and progress of trade and information technology (digitalization) and
its impact on modern trade. The method of analysis (analysis and definition of terms), synthesis,
description (description and interpretation of facts), induction and comparison analyze trade,
information and communication technology and technological progress, their interrelationships
and mutual influence, review their advantages and disadvantages.

3. TRADE, INFORMATION AND COMMUNICATION TECHNOLOGY AND
TECHNOLOGICAL PROGRESS

Communication in trade as an economic activity is becoming interpersonal and even
intercultural, and more and more often, thanks to modern information technologies, it is taking
place online. As a result, the demand as well as the evaluation of skills in the labour market is
changing and the share of women in the total labour force is increasing. The labour market has
evolved in a number of different ways in the national economies of countries, leading to the
conclusion that country-specific factors play an important role. Furthermore, technological
progress and trade have contributed to a positive impetus and development of the economy as
a whole, but certain segments of workers and/or regions may have negative effects at a certain,
crucial transition moment, due to insufficient preparation for the transition process. Although
trade and information technology are interlinked, it is clear that the development of technology
leads to a reduction in the need for labour, especially for workers with secondary education
compared to those with a high level of qualification. Ultimately, it is clear that support for the
transformation of the workforce in adapting to the changes brought by the modern labour
market in the field of trade is necessary and if it is approached systematically and systematically
through retraining and retraining of existing workforce, monitoring the development and
continuous implementation of new information technologies. modern communication
techniques and tools (persuasion) can ultimately result in synergistic action and development
of trade, but also specific, trade-oriented information technologies, creating space for open trade
and technological progress as a whole. The question of the impact of trade on workers' wages
and employment is raised, and special emphasis is placed on variables such as employment and
wages. Millions of jobs depend on international trade and the international market, which today
are determined by rapid technological changes in the processes of globalization and
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deregulation, and the removal of barriers to international investment (Lazibat and Kolakovic,
2004). Imports boost companies' competitiveness, while exports allow companies to gain
greater market shares. The share of export-related jobs in employment within a country can
increase by up to 30% in some national economies. Importers and exporters as employers
largely provide higher wages than domestic market-oriented companies (World Trade
Organization, 2017). For example, the increase in exports of manufacturing goods from
developing countries is one of the major changes in the world economy over several decades
(Krugman and Obstfeld, 2009). The opening of trade stimulates an increase in wages and
employment, but not all workers' benefits, because regional and individual differences
determine how profits will be realized and shared. Domestic policy, macroeconomic conditions
and barriers to worker mobility play an important role in achieving and sharing benefits (World
Trade Organization, 2014). Trade strengthens the demand for specific skills and can be a factor
in accelerating structural change. This is also the case in economies with a comparative
advantage and low educational level and skills of workers, because trade leads to upgrades and
wider use of technology. Trade supports a greater representation of the female workforce in
developing countries through the expansion of sectors and services that generally employ a
larger proportion of the female population. By providing opportunities for additional skills,
trade encourages education or schooling, which can be particularly beneficial for women in
some developing countries, where women traditionally have fewer and fewer opportunities for
education and even employment (World Trade Organization, 2019). Technology can be broadly
defined as a set of knowledge about how to turn assets or tools into realizations themselves or
as machines and equipment made from the application of scientific knowledge. There are two
types of processes involved in the production of new technology: inventions and innovations.
Inventions involve the formulation of scientific principles or processes, and innovation involves
the direct application of that knowledge to utility in response to presumed profit or profit
opportunities (World Trade Organization, 2018). Inventions and innovations continuously lead
humanity to continuous technological development that can affect society differently, and the
fact and question is how strong the impact of new technology on society (Dal Molin-Kranzlin,
Schneuwly and Stojanovic, 2019). Digital transformation as an impulse of technological
progress has affected all economies of the world, changed the ways of doing business, people's
habits and enabled greater availability of products and services (Broz, 2020). Technological
advances can be extremely helpful to workers, primarily through the use of technology that
doubles or increases workforce performance, or changes the workforce, by introducing an
automation process. But in both cases the overall effects on the workforce are two-way.
Technological advances have led to higher relative demand for skilled workers and low relative
demand for workers performing routine activities. The use of computers in the workplace was
once the basis or driver of changes in the wages of skilled workers compared to the wages of
unskilled workers. Different methodologies have been developed to estimate the share of jobs
at risk of automation itself. Therefore, the estimated share of jobs in the so-called the risk is
often higher in developing countries than in developed countries due to the higher share of
employment in routine occupations. Automation does not necessarily correspond to future
unemployment, as the development, adoption and widespread use of future technologies will
depend on a number of factors, including feasibility and affordability, as well as the legal and
regulatory framework in individual countries and the general acceptance of new technologies.
It is assumed that automation will affect in the future so that the skills of workers will be
considered obsolete, which will lead to the risk of losing jobs and replacing the workforce in
these jobs (job loss). The use of computers, information technology, and the Internet has far-
reaching effects on productivity (World Trade Organization, 2018). Nevertheless, it is
necessary to take a step back in the historical development of the trade system. What most
countries have in common is that traditional business models are changing under the influence
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of disruptive technology — the first innovation — retail, the emergence of department stores, the
second - mail order (introduction of catalogues), the third - expanding discount sales, and the
fourth disruptive innovation e-commerce (Kozék, 2019). Digital commerce and international
commerce, e-commerce reduce transaction costs and increase market transparency, provide
consumers with greater availability and efficiency, shopping experience, raising living
standards. The use of information and communication technologies increases the availability of
information markets, which lead to better and more stable functioning of the market - available
information on wages, vacancies, labour market requirements (World Trade Organization,
2018). There is an increasing availability of different information at every step, supported by
advances in technology and science, almost 15% of working time is spent on collecting new
(timely) information that is transformed into knowledge (Hasanbegovi¢, 2012). The effects of
increasing labour and future technologies on labour market demand can have a two-way effect,
e.g., the introduction of technology in and agriculture. Increasing labour productivity may be
associated with declining employment in the sector. On the other hand, automation saves
manpower and less work is invested by automating work processes. Technological changes are
necessarily related to the redistribution of labour outside and within a particular sector, but also
companies. Automation tends to affect routine activities more than non-routine activities or
jobs, for the reason that machines still don’t do jobs and do not work like humans, when it
comes to communication and dexterity. Technology has a relatively more favourable impact on
skilled workers, those who possess certain required skills and knowledge. It is often emphasized
that workers with specific skills and very demanding jobs are more difficult to automate (their
jobs). Advances in smart technology, artificial intelligence, robotics and algorithms are often
highlighted as the Fourth Industrial Revolution. Throughout history, technological change has
often been a source of concern and fear for many workers. In England between 1811 and 1816,
a group of workers nicknamed "Luddites” destroyed machines they believed to be a threat and
would lose their jobs and be replaced by machines, opposing the automation of textile
production, cotton and wool fabrics). Individuals of the time argued that disruptive technologies
reduced the demand for labour and the work of workers in one, permanent job. The
consequences, as we know from history, were not what they seemed at first. With technological
advances instead of reducing the number of people employed in industry, the number has
increased over time to increase the efficiency that progress has made possible. The use of the
steam engine in mines for material extraction and water extraction did not reduce the number
of employees in mining, but increased efficiency and thus the opening of new mines and the
number of employees (Jutarnji list, 2015). The introduction of technology and labour savings
is not a young phenomenon. The positive link between technology and employment is
expressed when it comes to research and development and / or product innovation (World Trade
Organization, 2017). Technological progress and economic globalization are defined by
relevant causes (as risks and incentives) of deconstruction of the (social) state - regardless of
the state model they change by activating the able-bodied workforce, encouraging competition
and self-initiative of the population to ensure their own well-being (Khoma and Vdovychyn,
2020). Econometric research assumes that technological growth and international technology
transfer are the result of advances in knowledge and differences in growth rates and income
levels between countries, embedded in labour and capital, are not specific to a country
(Kandzija and Lovri¢, 2006).

4. THE IMPACT OF TECHNOLOGICAL ADVANCES ON THE FUTURE OF TRADE
Technological advances, digital technologies not only affect the creation and closure of jobs,
technological advances are changing the job description and the way of working and performing
those jobs (World Trade Organization, 2018). Job profiles could change greatly by
implementing new work tasks or changing existing ones, which would, as expected, require
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employees to adapt to new work processes and methods, work organization and new tools. It is
estimated that across countries "economies, millions of jobs will be affected by the automation
process, especially those seeking a low level of formal education, not including a complex
social interaction variable, and those summarizing routine manual tasks.

Figure 1: Development of patents (innovations) based on artificial intelligence
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Source: World Trade Organization,
https://www.wto.org/english/res_e/booksp_e/world_trade reportl7_e.pdf
available 2022-05-18

Technology is also creating new types of jobs. It is predictable that by 2030, the number of jobs
that require a high level of education, comprehension and interpretation skills, intensive use of
social skills and necessarily at least basic knowledge of communication and information
technologies will grow the most. Jobs that require a combination of social and digital skills
(planning, communication, teamwork) will certainly be more in demand in the future. Such jobs
are on the rise in advanced economies and are well paid. However, there is still a significant
gap with digital skills and technological advances that dictate them, and there is a significant
number of employees with low or no digital skills, while the number of highly educated in
information and communication technologies is still below the required level in many
economies. Learning social skills is still neglected, despite the growing importance in the
current and future labour market. In emerging economies, changing access to the types of skills
and knowledge being developed and upgraded is becoming as important as the ways in which
these skills are acquired, through training, education, workshops, organized and facilitated by
institutions and employers (European Commission, 2021). Technology is rapidly dictating the
shaping of the industry, while the labour market is determining uncertainty. The types of skills
demanded by employers are subject to frequent changes, and workers are under constant
pressure of active learning and acquiring new knowledge, while new jobs are created, some
jobs disappear. Very often new jobs require skills other than those that are disappearing.
Traditional education in terms of developing the dynamic abilities of workers is generally
poorly structured.
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Most educational institutions provide and offer 20 century education, while the labour market
has the needs and demand for a young workforce with specific skills and knowledge of the 21
century (Jakovac and Tomac, 2019).

5. CONCLUSION

Trade, especially international trade, affects the factors of employment and wages, which is
undoubtedly of existential importance for employees and the labour force, i.e. participants in
national economies and international and national trade. Trade imbalances and obstacles to
labour mobility, and then to trade itself, can more than certainly have a significant impact on
the representation and percentage of jobs created in the state economy. In much the same way
that the benefits of technological innovation are recorded, the positive effects of trade are
recorded. By increasing productivity, a country can produce more using the resources available
to it, gross domestic product grows (this is actually a macroeconomic indicator of the value of
all final goods and services produced in the country in a given period, expressed in monetary
terms) and consumer prices fall, providing consumers with benefits. Trade allows any economy
to specialize and export goods and services that it can produce much cheaper, and those that it
cannot, it is allowed to import then. This encourages the growth of the most competitive sectors
and companies in the economies, while at the same time giving consumers a greater opportunity
and a range of choices at lower (more favourable) prices. Trade can also improve growth and
productivity, and can boost innovation. In such cases, the impact of trade is even more
pronounced, especially with the effects of technological change. It is clear that the adjustment
of workers to changes that are not small or negligible is required here as well, but the cost of
that adjustment itself, which is large and lasts for a certain period of time, is often not
considered. Clearly, as companies adapt to the changes that are actually necessary, so do the
workers themselves, who can thus further increase the productivity and competitiveness of
companies in the market. With the further development of technologies, they dictate, create and
extinguish jobs, change the conditions for certain jobs, work processes, and all of the above
requires adaptation and requires a highly skilled workforce with specific knowledge and skills,
thus further deepening the gap between low-skilled and highly skilled workforce. The areas and
segments of trade, technological progress and the labour market (jobs and labour force) covered
by this work clearly indicate the need to acquire knowledge and skills, because indeed,
knowledge is power and very valuable capital, and it can be said that it enables and gives
competitive advantage.
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ABSTRACT

Population aging is already one of the biggest challenges for all EU countries and hurts all
spheres of society. That is why the European Commission, in its Green Paper on Aging 2021,
also calls for a debate on new opportunities and opportunities for an aging European society.
The projected growth in the number of elderly people and the decline in the economically active
is perceived not only as an economic but also a social threat. We are unlikely to be able to
reverse this undesirable process, so it is necessary to shift the negative perception of the aging
process as a burden on public finances to the perception of aging as an opportunity for
sustainable economic growth. Older people are able to make a significant contribution to
creating social and economic value in our society. The elderly population is an important and
essentially growing group of consumers. The financial situation of seniors is gradually
stabilizing, as the vast majority of them no longer have obligations, their own housing has been
paid for and their children are already insured. The Slovak Republic associates demographic
development mainly with expenditures on the social and health system, but so far it abstracts
from the penetration of aging into other areas and does not reflect on the possible opportunities
of securing economic growth as the population ages. In this paper, we aim to identify selected
sectors for socio-economic challenges and opportunities related to the aging population and
outlining measures to ensure economic growth and innovation using the potential of a growing
group of silver generation in the Slovak Republic.

Keywords: Economic growth, Innovation, Population aging, Slovak Republic

1. INTRODUCTION

Demographic development in the countries of the European Union accentuates the significant
aging of the population, the consequences of which are reflected in the economy and increased
pressure on sustainable public expenditures, especially on social and health care systems.An
aging population results in changes in the age composition in favor of the old compared to the
young, which already represents one of the biggest challenges today and which will have an
impact on all areas of society in the future.The increasing number of elderly people presents
many new challenges,but the potential and solutions are sought only gradually. According to
Eurostat, Slovakia is going to be the second fastest aging economy in the EU by 2070, while
currently, based on the ratio of the population aged over 64 to the population aged 20-64, we
are one of the youngest economies in the European Union. Low fertility and increasing average
life expectancy significantly changes the age structure of the Slovak population, but also in
addition the economy. While in 2019 there were almost 4 people of productive age (20-64
years) for one person older than 64 years, in 2070 there will be only 1,6 of them. The aging of
Slovak society is a long-term process, as since the beginning of the 1990s people's lives have
been getting longer in the Slovak Republic, which is mainly caused by the stagnation of
mortality rates. At the age of 65, the average further life expectancy for men has increased from
less than 13 years to more than 15 years. For women, it went from almost 16,4 years to 18,8
years.
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Figure 1: Age structure of the Slovak population (in thousands of inhabitants, 2019)
(Source: Institute for Financial Policy, 2021)

By 2060, according to Bleh & Sproch (2018), the average life expectancy at the age of 65 should
increase by 22 years for men and by more than 24 years for women.This fact will be caused
mainly by an improvement of mortality rates for the elderly. The fastest growth of the aging
population will be between 2040 and 2060,as during this period the cohorts born in the 1970s
and 1980s will reach the post-productive age. The aging of Slovak society represents one of the
biggest challenges in the 21st century because it will cause significant societal changes, the
impact of which will affect every citizen of the Slovak Republic. Despite the fact that population
aging is considered to be a natural physiological process, which cannot be stopped by anything,
it can be prepared for by effective public policies aimed at supporting all age categories. In the
2021 Green Paper on Aging, the European Commission calls for a discussion on the challenges
and opportunities of an aging European society. Based on the above facts, it is therefore
necessary to focus on a study of the aging process, not as a problem, but as a process with new
possibilities and opportunities to ensure economic growth and innovation. The aging of the
population leads to the emergence of the so-called silver economy, which the European
Commission defines as economic opportunities resulting from public and consumer spending
related to the aging of the population and the specific needs of the population over 50 (European
Commission, 2015). Seniors will create a market, as they will become an integral group of
clients, patients, customers and service users. Therefore, it is increasingly important to develop
new concepts that support a new modern understanding of the aging process. The aim of this
contribution is to identify selected sectors of opportunity for socio-economic challenges and
opportunities related to population aging and to outline measures to ensure economic growth
and innovation using the potential of the increasing growth of the silver generation in the Slovak
Republic.

2. THEORETHICAL BACKGROUND

The beginning of demographic aging can already be observed in the demographic revolution,
during which there was a transition from relatively high values of mortality and fertility rates
to their relatively low levels. (Pavlik and Kalibov4, 2005) Individual indicators which are
included among the main causes of changed demographic development are especially the
progress in medicine, technological and scientific progress, growth in productivity, striving for
an increased standard of living, crisis of the institution of marriage, educational levels, changes
in the labor market, etc. (European Commission, 2021; Pastor, 2015; Hvozdikova, 2012;
Dovalova, 2011) Aging will affect competitiveness, economic growth and employment.
Mladek and Kacéerova (2008) consider demographic development as an event that does not take
place in isolation from social development, but that it is closely connected with geographical,
economic, political and social conditions. The impact of aging will gradually be reflected in the
national economy, in the context of changes in sales and demand for services, products, and the
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workforce, to which the economy and business entities will have to respond with their solutions.
(Sika, 2020) According to MatuSovicova (2016), the older generation currently has significantly
higher incomes than in the past and is willing to spend it. Demographic changes offer
opportunities for economic growth, but only if they are supported by politics. (Feng-Mason,
2005) With a high probability, it will not be possible to reverse the aging process, and therefore
it is necessary to shift the perception of aging as a burden to aging as a step in the progress of
civilization and an opportunity, both for the citizens themselves and for ensuring sustainable
economic growth. (Balaz, 2013) Failure to take advantage of opportunities and failure to
respond to challenges that demographic change brings can lead to ineffective policies and
insensitive services that do not use the potential and furthermore do not take the needs and
aspirations of the growing proportion and number of older people into account.

3. METHODOLOGY

The aging of Slovak society is a fast and irreversible process, but also creates a challenge for
society to prepare for the new reality. Sectors of the economy need reforms with respect to the
new aging population. In this context, the aim of this contribution is to outline selected sectors
of opportunities for ensuring economic growth in connection with the potential of the growing
group of seniors. In order to achieve the goal of economic growth, classic scientific methods
such as the method of comparing knowledge from available literary sources and the method of
analysing existing approaches, extracting common and opposing opinions were used. At the
same time, the deduction method was used to justify individual conclusions.

4. RESULTS

Historically, the market has largely neglected the age group of senior citizens with justification
that it is an uninteresting segment of consumers. With the growing amount of senior citizens,
this fact is to some extent surprising, as over the last 16 years there has been an increase in the
number of beneficiaries of old age and early old age pension by a rate of almost 20%.

Year (until 31.12.) 2005 2010 2015 2021
Number of pensioners 924 285 954 661 1032197 1096 225

Table 1: Number of pensioners receiving old-age and early old-age pensions
(Source: own processing on the basis of data of the Social Insurance Agency)

According to the projection of the Slovak population by the year 2200 (Vaiio, 2015), a dramatic
increase in the population aged 65 and over is expected by more than 90% by 2065, which will
cause a change in the shares of age groups in the population to the values of 20% (children and
youth), 50% (productive age) and 30% (seniors). Currently, the share of people in the post-
productive age reaches the level of 17.39% (STATdat, 2022). The above projection shows the
significant potential of this target group and it is expected that seniors will move from being
marginal customers to being an equal group of customers, which will create a sufficient
prerequisite for economic growth. It will be a more highly educated aging population with
different requirements for spending their free time as their predecessors had. The challenge is
for business entities to focus on innovating their products and services and adapt to individual
needs and requirements, which is in line with the accepted concept of Society 5.0, which is
human-centered and involves almost all industries and other areas of society using innovations
and other innovative technology in order to support economic development and the creation of
new jobs. Companies must take into account that the innovative products are adapted to seniors,
which means that they should be easy to use, high-quality, safe and should have a longer
lifespan, as the senior generation is less prone to the frequent replacement of goods.At the same
time, companies must incorporate this group of customers into their marketing plans, which can
create a competitive advantage over the competition. Demographic processes also affect labor
market demand, as outgoing cohorts from the labor market are about 50% higher than incoming
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cohorts, creating pressure to extend the retirement age. Aging also affects the structure of the
labor force, the lack of which is already felt in some professions (specialists in health and
nursing, social workers). The shortage of labor is compensated by automation in order to
maintain productivity. According to the National Program of Active Aging, Slovakia will lack
up to 21% of its workforce in 2050. (MPSVaR SR, 2021) According to Lednarova (2021), the
aging of the population will be reflected in the labor market in full force after 2040 and society
will have to cope with higher public spending and at the same time look for opportunities
concerning how to extend people's working careers, manage migration or restructure the
economy. It is necessary to take measures to support greater involvement of selected population
groups in the labor market. The change in the age structure of the population of the Slovak
Republic will significantly affect the labor market, which will mean the need to adapt processes
to meet this change and direct them to the specifics of the needs of the older workforce for
employers. Support of this change by the state assumes an effective age-management policy.
The applicability of the elderly in the labor market will create pressure to adapt working
conditions to their specific conditions and health status, as well as to tax and levy barriers to
their work activities. The highest number of people aged 60 and over are employed in education,
industry and healthcare. For this reason, labor force replacement will play an important role in
these industries. Employment growth is not expected in these industries, but it will not be able
to satisfy the replacement demand from the labor force resources under the conditions of the
Slovak Republic. The situation is very similar in the field of education, where the second
highest average age of employees is 48,3 years. By 2040, the weakest cohorts, of the same age
group, will enter the labor market in large numbers, so it must become a priority in which field
the workforce will graduate and in which field they will be employed. Older workers can be an
asset to employers compared to the younger generation due to years of work experience,
maturity and lower job fluctuation. (Pélenik et al., 2012)

Sectors of economic activity Average age
Activities in the field of real estate 48,9
Education 48,3
Agriculture, forestry and fishing 48,2
Water supply; cleaning and drainage of waste water, waste and services 47,9
Mining and quarrying 47,4
Electricity, gas, steam and cold air supply 47,4
Other activities 46,7
Healthcare and social assistance 46,7
Construction industry 46,6
Public administration and defence; mandatory social security 45,7
Transport and warehousing 45,7
Aurts, entertainment and recreation 45,7
Administrative and support services 43,6
Industrial production 43,4
Professional, scientific and technical activities 43,3
Wholesale and retail trade; repair of motor vehicles and motorcycles 42,8
Accommodation and catering services 41,8
Financial and insurance activities 40,9
Information and communication 40,2

Table 1: Average age in sectors of economic activities
(Source: own processing on the basis of data of the TREXIMA Bratislava)
The aging of the population also creates pressures on public policies. The role of the state in
relation to aging is to ensure the stability of pension systems, social and health care, education
and housing. The Slovak Republic will be one of the five countries of the European Union in
which all expenses connected to aging will increase by 2070. For this reason, the Slovak
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Republic will have to proceed with reform measures following the expected demographic

trends.
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Figure 2: Increase in age-sensitive expenditure between 2019 and 2070 (in % of GDP)
(Source: Institute for Financial Policy, 2021)

In 2030, there will be 1,2 million pensioners in the Slovak Republic and an average of 0,6
pensioners in comparison to 1 worker, which raises the question of adequate provision for old
age and the sustainability of the pension system. Expenditure on pension benefits has more than
tripled in the last 15 years, which affects the sustainability of the pension system and creates
tension between generations, as pressure increases to reduce the level of solidarity in insurance
systems and increase the level of subsidiarity. The projected increase in the number of old
people and the decrease in tax payers is seen in society as a demographic time bomb. The effects
of population aging on pension systems will differ depending on whether the main income is a
public pension or a private pension in old age. (Sika-Vidova, 2022) In order to strengthen the
financial sustainability of the public pension system, the Slovak Republic will have to
incorporate the so-called automatic stabilizers, which will, however, cause a reduction in the
compensation rate and will subsequently have a negative impact on the standard of living of
Slovak pensioners. The reimbursement rate from the public pillar reached the level of 41,76%
in 2021, but in 2070, according to the Financial Policy Institute (2018), it is expected to be only
38,4%. The compensation should be a private pension system, which accumulates and evaluates
funds during the savings phase. At the end of December 2021, 1, 680, 220 savers were involved
in old-age pension savings, and the amount of managed assets in pension funds amounted to
almost 12 billion euros. A reduction in the reimbursement rate may create additional pressure
in the future to increase public spending on long-term care, for which demand will grow due to
aging. The demand for social services dependent on the help of another person, which includes
the provision of nursing services and social services in facilities, will grow due to aging. At
present, the Slovak Republic shows its physical and financial inaccessibility and therefore
supports the process of deinstitutionalization of social services, which is, however, significantly
slow due to procedural and financial obstacles. Despite the fact that in 2014 the creation of
large-capacity facilities was legislatively limited, there was no adequate development of
community services. In 2020, there were 6,863 applicants for the provision of social services
in a facility for senior citizens, which means that over the past four years there has been a sharp
increase in applicants by 24% and at the same time a sharp increase in the number of people
waiting for the provision of social services. The process of deinstitutionalization opens up space
for increasing the quality of provided social services as well as creating jobs. Caregiving
services in 2020 were provided by 5,760 employees of cities and municipalities, and non-public
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providers employed 1,723 caregivers. In connection with the growing number of applicants, it
IS necessary to increase the number of specialized staff, introduce new types of community care
and ensure regional availability of services, which will lead to increased employment and
reduced poverty in the less developed regions of Slovakia. The change of generations and aging
is the driving force behind the current decline in human resources on the labor market. The
generation born between 1950 and 1955 has retired. This generation mainly had primary and
lower secondary education. The next strong generation that will leave the labor market will be
mainly after 2040. This generation already has a higher education, mostly with school leaving
exams. In this context, the findings regarding the digital literacy of older people and the
management of modern means of communication and technology in the digitalized era are also
important. Digital literacy at a higher than basic level in Slovakia among persons under 74 years
of age is comparable to the EU28 average, but digital literacy lags behind the EU28 average in
persons 75+.The absence of digital literacy among older people can reduce their access to public
resources and services and furthermore to the necessary information and tools for social
participation. (MPSVaR SR, 2021) It is also an opportunity to cultivate human potential by
creating opportunities for lifelong learning that is adapted to senior citizens. It is an essential
element for improving their social adaptation and personal well-being. Lifelong education
along with vocational training,can provide an opportunity for better integration of older people
into the digital world. The acquisition of digital skills by older people is a means for online
education, as well as for improving their access to health care and other digital services and will
be the prerequisite for active part-time work or home office, which will contribute to prioritizing
an independent life.

5. CONCLUSION

The aging of the population represents the most significant demographic change that is
guaranteed to come and manifest itself in dramatic yet predictable ways.A company, when
preparing its long-term plans, should not ignore this fact and should include an aging policy
into its priorities. Older people are able to contribute significantly to the creation of social and
economic value in our society. The elderly population constitutes an increasingly important and
growing group of consumers. The financial situation of seniors is gradually stabilizing, as the
vast majority of them no longer have obligations, their own housing is paid off and their
children are already secured. The Slovak Republic connects demographic development mainly
with spending on the social and healthcare system, however, it ignores the penetration of aging
into other areas and does not reflect on the possible opportunities to ensure any economic
growth from the aging of the population. It is necessary to realize that society will function
differently as a result of aging. Growing expenditures on the social and healthcare system will
create a need to re-evaluate these systems. Large-scale implementation of social and
technological innovations such as e-health, mobile healthcare, remote care and integrated care,
could improve the efficiency of health and long-term care systems. The changing composition
of the population will put pressure on reforms of the labor markets. Increasing life expectancy
will open up new business opportunities in the demand for goods and services, which
companies should consider in their sales plans. This group of consumers can be of interest
mainly for the business sector because they have considerable purchasing power and a
willingness to use accumulated savings to maintain or increase their consumption even in old
age. Customized housing solutions and smart homes with sensors can increase the safety of
elderly people who live alone. The number and educational level of seniors changes the view
of active old age, the educational system, consumer behavior, to state briefly, opens up a space
for innovation and economic growth. Systematic coordination and coherence of individual
policies applied at different levels and sectors are a necessary prerequisite for managing the
penetration of the aging population into many areas of the economy and using this opportunity
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for economic growth. However, the aging of Slovak society not only concerns economic
growth and adopted social measures. It is primarily related to society as a whole and how we
interact between generations. We must realize that seniors are full-fledged members of society
and that we cannot only prefer the opinion that the cult of youth expresses. At the same time,
we must also discuss how to ensure that everyone participates in the life of our society, which
presupposes the involvement of all layers of society in the discussion.
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ABSTRACT

The digital transformation is a concept that represents a fundamental change in the way of
traditional business using digital technologies and the application of new business models with
the aim of improving the performance of the organization and faster adaptation to an
environment that is constantly and rapidly changing. The most dominant digital technologies
in this context are: Cloud Computing, Internet of Things (IoT), Artificial Intelligence (Al),
Machine Learning (ML), Blockchain, Virtual Reality (VR) and Augmented Reality (AR). At the
same time, digital transformation brings a significant shift in thinking when it comes to business
strategies, business processes, business models and organizational structures, and introduces
new disruptive models that in the future should generate a significant share of added value. On
the other hand, the foundation of any business is information system, today known as an ERP
system, that needs to respond to growing needs as well as radical changes in today’s business
such as advance analytics, proactivity and predictability. Under this influence, ERP systems
are also being transformed. This paper analyses digital transformation technologies in the
context of ERP systems that should provide support to a digitally transformed business. To be
more precise, focus of paper is based on providing answer to research questions: How
implementing digital transformation technologies through cloud ERP systems contribute to
increase the business value and make business smart?

Keywords: digital transformation technologies, transforming the business, cloud ERP systems,
Internet of Things (10T), Artificial Intelligence (Al), Machine Learning (ML)

1. INTRODUCTION

The success of a company's business today largely depends on information systems and related
ICT technologies. Nowadays focus is on digital transformation, which should enable companies
to digitize, informatize and automate their business. ERP systems are also closely related to
digital transformation. With the popularization and development of cloud computing, a new
generation of ERP systems called cloud ERP systems have emerged. Including the benefits of
cloud computing and the functionality of traditional ERP systems, ERP systems in the cloud
have become the main focus of today’s ERP solution providers. Also, customers have
recognized the benefits that ERP systems in the cloud bring and are increasingly deciding to
implement them to support their business. As the market for ERP systems is growing and
organizations become more and more demanding, such systems are constantly being improved
and connected with new and modern technologies brought by digital transformation. New
trends are emerging in the ERP market, focusing on cloud ERP systems that should be
integrated with digital transformation technologies like: Internet of Things (loT), Artificial
Intelligence (Al), Machine Learning (ML), Cognitive Services, Blockchain, Virtual Reality,
Augmented Reality and Mobile Technologies. All this is combined with a new concept: an
intelligent ERP system that focuses on large amounts of data.
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In order to be able to collect, analyze and display all data as easily, quickly and efficiently as
possible, and in order to meet the needs of the market, modern ERP systems should include
digital transformation technologies.

2. RELATED WORK
2.1. The importance of digital transformation and related technologies
Digital transformation has been one of the topics that has been widely researched and has
become an important topic in the scientific community. Creating Digital transformation strategy
organization makes a radical change through a smart integration of digital technologies,
processes and knowledge across all levels and functions. The conclusion of many studies is that
companies need to find ways to successfully implement (and in some cases create before)
strategy of digital transformation. Technology is just part of a complex puzzle that must be
solved if company wants to remain competitive in the modern digital business world. Other
parts of the puzzle relate to organizational change, organizational structure, processes and no
less important organizational culture (Vial, 2019). Schwertner (Schwertner, 2017) propose one
of the approaches to exploring digital transformation by grouping changes in three areas:

e customer experience - working on a more detailed understanding of customers, using
technology to stimulate customer growth and creating more points of contact with
customers;

e operational processes - improving internal processes by encouraging digitalization and
automation of business, enabling development of employees using digital tools and
collecting data for monitoring and analyzing business in order to facilitate better and better
business decisions;

e Dbusiness models - transforming business by increasing the physical supply of digital tools
and services, introducing digital products and using technologies to provide global shared
services.

Nicoletti (Nicoletti, 2021) stress that the digital transformation is part of larger change that is
currently happening. The development and use of new technologies, primarily information
technologies, has started a new revolution. Introducing and developing new technologies such
as the internet of things, automation of machines, sensors, based on concept of Industry 4.0
makes connected systems and machines ,,smart". At the same time, great shifts are taking place
in areas ranging from mobile to nanotechnology. The fusion of multiple technologies and the
knowledge they bring is the foundation of the fourth industrial revolution. Digital
transformation is actually a tool and product of the fourth industrial revolution. It combines
different technologies and finds new applications that fundamentally change the way we do
business. Implementing digital transformation organization’s aims is to improve the overall
business by encouraging and implementing change through the integration of various
technologies and systems. All definitions of digital transformation have some common base.
All of them claim that at the core, it is the desire and opportunity for change, the use of modern
technologies, solutions and tools (Vial, 2019). Digital transformation is not just the application
of technologies to build new business models, redesign or create new processes, achieve higher
profit or higher levels of work efficiency in the organization. As mention previously, defining
strategy is also very important. The use of digital technologies affects organizations, changes
their structure, processes, etc. There are organizational changes that need to be understood and
it is necessary to reduce resistance to change. In the context of implementing digital
transformation, it is not enough to just use as many modern technologies as possible. The
strategy must not be based on one dimension - technologies. It is necessary to have a vision of
development that will be supported by the technologies that are being implemented.
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Only then desired effect will be achieved and the digital transformation will truly take place
(Schwertner, 2017). Ziyadin at al. (Ziyadin et al., 2020) describe that impact of digital
transformation is visible within organizations but also outside the organization. Internal
changes are manifested in changes in business processes, changes in organizational structure,
etc. The view of the organization from the outside refers to clients / customers, their habits and
how their behaviour has changed and the way they do business with the company. Digital
transformation technologies enable gathering large amounts of data and advanced data
analytics.

Data analysis is the basis for various predictive analyses and analyses of the strengths and
weaknesses of the current marketing, sales or production segments. Understanding data and
their use help in deeper understanding of core business, customers and their habits, aligning
with business strategies and better decision making. We are in an age when the use of many
technologies such as mobile, location-based, virtual and augmented reality, digital twins,
blockchain, artificial intelligence, chatbots, process automation, internet of things and other can
lead to new possibilities. Innovations are built on top of each other and create a fusion of
technologies that are gaining completely new applications (Ziyadin et al., 2020).

2.2. Relationship between digital transformation and ERP systems

Organizations decide to implement an ERP system for various reasons. The most common is
the need to unify all current (and/or legacy) information systems, to one solution that will cover
all business functions of the organization. Given that ERP systems provide support to the entire
business, it is logical that the implementation of digital transformation is closely related to the
ERP system. The ERP system is actually a platform on which the results of the digital
transformation implementation should be visible.

The emergence of new technologies greatly affects ERP systems and it is logical that they are
implemented in future versions of ERP systems. Cloud computing, artificial intelligence,
mobile, internet of things, voice recognition, natural language processing, cognitive services,
robotic process automatization, machine learning, predictive analytics and many other are
becoming features in ERP systems (Soka¢ and Picek, 2019). New generations of ERP systems
have the ability to bridge the gap between new technologies and business requirements. New
ERP systems are a logical choice when implementing digital transformation. The most
important thing that become a base layer for digital transformation are cloud ERP systems. ERP
systems in the cloud have become the initiator of digital transformation and bring with them a
number of advantages and new functionalities compared to traditional on-premise ERP
systems. The transition to cloud ERP systems is no longer uncommon as such solutions help in
reducing initial development costs, speed up implementation and eliminate the need for internal
software and hardware (Sokac¢ and Picek, 2019), (Jenab et al., 2019).

ERP systems have grown from static and large systems that focused on business functions and
were very well organized when it comes to optimizing data and business processes, into
strategically important component of organizations. The role of ERP systems has to be
reconsidered under the influence of digital transformation. Asprion et al. (Asprion et al., 2018)
presents shift from view where traditional on-premise ERP system is presented as “System of
Record” (SoR) to new ERP system that has to include “System of Engagement” (SoE). Concept
is presented on Figure 1.
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Figure 1: System of Engagement vs System of Records
(Source:(Asprion et al., 2018))

Traditional on-premise ERP system presented as SoR are stable, process-oriented with all
information that is important for business. System of Engagement (SoE) are systems or
application that are conceived and created to enable users, partners and employees everything
they need to succeed in business based on digital transformation technologies. Integrating
System of Records (SoR) and System of Engagement (SoE), a new generation of ERP systems
is being created. This transformation of ERP systems isn’t so easy and Asprion et al. (Asprion
et al., 2018) propose two dimensional model of ERP transformation with four categories:
Classical ERP, ERP separated from SoE, Enhanced ERP and ERP & SoE combined.

Also, for successful (digitally transformed) business, organizations will need focus on: defining
and adopting strategies that will be based on new technologies implemented in ERP systems,
human resources and process improvement. This is where the new ERP systems play a key role
and the management has to decide about companies’ future ERP landscape (Asprion et al.,
2018).

3. OVERVIEW OF APPLICATION OF DT TECHNOLOGIES IN INTELLIGENT ERP
SYSTEMS

More and more organizations shift from on-premise ERP systems to cloud ERP systems
because cloud ERP systems are more technologically advanced and economically viable
(Tongsuksai and Mathrani, 2020). Intelligent ERP systems (iERP systems) are a new generation
of ERP systems in the cloud that have emerged under the influence of digital transformation
(Jenab et al., 2019). Along with the new generation of cloud ERP systems, the upcoming digital
transformation technologies are integrated with such ERP systems (Tongsuksai and Mathrani,
2020). The most significant technologies, which originate from the industry 4.0 framework are:
internet of things, artificial intelligence, virtual and augmented reality, machine learning,
blockchain and big data. These technologies provide companies with the opportunity to
improve their business and start developing new products and services in the digital economy
(Asprionetal., 2018). Intelligent ERP systems in the context of manufacturing companies form
the basis of “smart factories” (Majstorovic et al., 2020). Thanks to digital transformation
technologies, ERP systems have been transformed into flexible and smart systems suitable for
today's modern business. Morris et al. (Morris et al., 2016) claim that intelligent ERP systems
are characterized by progress through three dimensions: user experience, process and data
(Figure 2). Data, gathered from different connected devices up to transactions and analysed by
algorithms, are central part of intelligent ERP systems and directly related to processes and
assistive and conversational user experiences (UX). Clients today are more in favour of those
intelligent ERP systems that bring a combination of these three dimensions together in delivered
products and services that can be configured based on current learning and then applied this
learning to improve processes and user experience quality.
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Figure 2. Three dimensions of intelligent ERP systems
(Source: (Morris et al., 2016))

The new generation of ERP systems brings more possibilities for increasing the efficiency and
effectiveness of business. Anguelov (Anguelov, 2021) state that IERP systems brings
opportunities for: integration and/or optimization of business process, integration of different
activities that creates dashboard of doing business in real time and finding the “right” decisions
by automation of decision-making through analysis of opportunities and alternatives.
Tongsuksai and Mathrani (Tongsuksai and Mathrani, 2020) presented an extensive literature
review with 16 studies of using different technologies in cloud ERP systems. They review 16
studies illustrated the benefits of integrating cloud ERP systems with new technologies. These
are: improved information flow and real-time data as well as capital flow for easier decision-
making; using mobile Internet technology and mobile phone operation functions as support for
the system; integrative technologies can support mobile cameras to scan RFID or barcodes for
managing information, real-time tracking management (inventory and intelligence purchasing;
established network-based resource-sharing; increase in productivity; reduction of waste and
facilitating maintenance operations; flexibility; improving quality; reducing manual human
interactions; reducing product and labour costs; helping practitioners develop better insight and
decisiveness for investing in advanced technologies in pursuit of manufacturing excellence;
reducing errors around products; helping to obtain accurate forecasts concerning supply and
demand of the product; and the management team can understand the market reaction and
trends, adjust the enterprise strategy, and improve product competitive. There is no doubt that
new technologies have influenced the ERP industry and open new possibilities that can give
organization added value. Following sections present an overview of how the most important
technologies integrated in iIERP systems contribute to increasing the business value.

3.1. 10T in iERP systems

The technology with big potential in ERP systems that can creates added value is Internet of
things (IoT). IoT “opens the door” to operational excellence, work automatization in the
processes where it is applicable. Main characteristic is getting real time data from various
sources Via internet across organization and making analysis and plans that can serve as a basis
for operational and/or strategic levels (Tongsuksai and Mathrani, 2020). Accessibility
(gathering) and precision (large amount of data in real time) of information within organization
also emphasize Kumar in his paper (Kumar, 2020). Potential of the loT technology was
recognize by ERP vendors IoT is becoming a standard ERP functionality. The most dominant
reasons for integrating 10T with the ERP system are possibilities to gather meaningful data
across the whole company then visualize collected data and control the 10T device through the
ERP system (Soka¢ and Picek, 2019). The companies are aware that 10T gives improvements
like: smarter analytics, better security in all segments, increased productivity, smart inventory,
safer travel and real time demand visibility (Singh and Singh, 2015). With the integration of
0T and the ERP system, questions that always arise are about devices connectivity, APIs, data
accuracy and reliability, heterogeneity, complexity and security.
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Can company implement all technology at same time? No, company has to implement a new
technology gradually according to priorities defined in ICT strategy. It should keep in mind that
the data provided by devices does not necessarily mean that they are immediately usable so the
question of data quality and quantity also arises. ERP systems that implement 10T have spread
across several industries but the most value will be generated in manufacturing and
construction. Some studies can be read in (Lee et al., 2018) and (Cioffi et al., 2020). loT
integration will be seen everywhere within the ERP software industry and become a valuable
asset.

3.2. Al in IERP systems

One of the most dominant technology in modern ERP systems that creates many opportunities
for business process optimization is artificial intelligence (with all areas like: Expert System,
Fuzzy Logic, heuristic Methods, Machine Learning, Agents/ChatBot, Natural Language
Processing, image processing and Data Mining) (Cioffi et al., 2020). Akturk (Akturk, 2021)
state that Al can be view from four groups: thinking like a human, acting like a human, thinking
rationally and acting rationally. Using Al in ERP systems depends on the level of developed
“intelligence” which is directly in correlation with significant resources which can exceed the
total cost of ERP system. But since there are many segments in ERP systems where artificial
intelligence can add value each of them has to be viewed separately. (Cioffi et al., 2020). Some
segments of that potential use, where significant added value can be created are optimization
of business processes, making optimal or suboptimal decisions (advising), getting insight of
human preferences and values, image recognition and recognizing anomality’s (Anguelov,
2021). But that potential is in the hands of management who need to make a decision to
implement them in everyday activities. (Anguelov, 2021) distinct approaches in the
implementation of Al, where in one approach Al makes decisions and then proposes actions
for their implementation and the other one where Al offers different options/alternatives for a
solution, but the final decision is taken by a human. In the context of implementing Al in ERP
system, the second approach is more acceptable because Al automates the work of the manager
and the same time allows him to make more adequate decisions based on current circumstances.
Akturk (Aktlrk, 2021) presents comprehensive systematic analysis of studies on Al in ERP
systems emphasizing use of Al in demand forecasting, supply chain planning, and optimization
problems. Especially he stresses efficiency in supply chain management for: early preparation
of products with Al, prevention of faulty product shipment, and reduction of delivery. Al
applications in supply chain management aim to solve problems such as selecting suppliers,
estimating sales and purchasing demands, and determining transportation network. But
artificial intelligence is applicable in each module of intelligent ERP system.

3.3. Machine Learning in iERP systems

As a subset of Artificial Intelligence which gives computers the ability to learn without being
explicitly programmed, machine learning (ML) enhances ERP systems. Goodison (Goodison,
2021) presents 4 ways where machine learning could work with data from ERP system:
customer segmentation, customer churn, recommendations and fraudulent transactions. Very
interesting segment of applying machine learning is identify unexpected customer behaviours.
More useful data can lead to organizations progress (Jenab et al., 2019). As a technology,
machine learning can drastically enhance ERP systems. Marsh (Marsh., 2021) identified the
similar areas but also emphasizes some others like: Simplifying Immense Data, Automating
Repetitive Tasks, Proactive Problem Solving, Unparalleled User Experience and Customer
Service, Enhanced Marketing Solutions and Department Integration within the Organization.
Panorama Consulting Group adds (Panorama Consulting Group, 2020): Higher Product
Quality, Improved Production Capacity, Predictive Analytics, Personalized Data Insights and
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Quicker Root Cause Analysis. Machine learning would help to identify unexpected customer
behaviors. Effective analytics can help a company to locate more useful information and
progress further than ever before (Jenab et al., 2019). Some areas of application: (1) Designing
machine learning algorithms for track-and-traceability to predict which lots from which
suppliers are most likely to be of the highest or lowest quality. (2) Improving demand
forecasting accuracy and enabling better collaboration with suppliers. (3) Improving product
quality by having machine learning algorithms aggregate, analyse and continually learn from
supplier inspection, quality control, and product failure data. All that bring us to conclude that
integrating ML capability into ERP system rise the value of business.

4. CONCLUSION

The core of digital transformation is not only disruption or use as many technologies as possible.
It’s about crating added value, resources, optimization and the capability to rapidly adapt when
is needed through technologies that are coming and data they provide. All those elements are
connected by strategy, so focus has to be on strategy before technology. The focus of paper was
based on providing answer to research questions: How implementing digital transformation
technologies through cloud ERP systems contribute to increase the business value and make
business smart? The integration of digital transformation technologies and ERP systems
certainly raises the level of business value and will be reflected in: increasing the efficiency of
ERP systems, new business models, harmonizing physical operations with digital assets in real
time. The direct consequence of this is better decision-making, and thus business. It is clear that
all digital transformation technologies can’t be integrated at the same time in ERP system.
Currently, primary technologies potentially used in ERP systems that can create added value
are: CC, loT, Al and ML. Also, it is worth to mention upcoming Augmented Reality and Virtual
Reality as a set of technologies that are still in their infancy and are constantly evolving and the
business value is already identified. In addition, digital natives are entering the job market with
different mindsets and expectations, not least regarding how they want to learn and work
(Asprion et al., 2018).
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ABSTRACT

Employees are the ones who control and sustain an organization. The secret of a successful
organization is in the people management. And so, it is also in social organizations that
employees play a fundamental role in their functioning and success. Therefore, the motivation
of employees is crucial. This research is based on people management practices, namely the
performance evaluation and management and organizational motivation aiming to understand
the importance of performance evaluation and management in motivating employees. The
present study was carried out in a Integrated Continuing Care Unit, through a mixed
methodology, using different methods of data collection: in the qualitative approach, a semi-
structured interview with the technical director was used, whose function is managing people;
and in the quantitative approach, a closed-type questionnaire to 58 of the organization's 63
employees was applied. The interview contains ten questions and the questionnaire has nine
questions, both divided into the research themes: People Management, Motivation Factors at
Work, Performance Evaluation, and Performance Evaluation and Management. The results
obtained show that the employees consider the following factors as the most important
contributors to their motivation: good relationship with colleagues and the salary reward as
extrinsic factors and the personal growth and personal achievement as intrinsic factors. Both
employees and technical director consider that performance evaluation is a motivating factor,
that performance evaluation and management is an important process and that, when
implemented in the organization, it would be a motivating factor.

Keywords: management; people management; performance evaluation and management;
motivation.

1. INTRODUCTION: CONTEXTUALIZATION

Management function is a typical function in an organization, having the primary objective of
acquiring the necessary people for the organization, integrating and developing them so that the
objectives previously outlined by leaders are achieved. Thus, People Management intends to
approach the purpose inherent to the function, that is, the manager aims to optimize human
capital so that the pre-designed objectives are achieved, also considering external and internal
factors to the organization (Reis & Silva, 2014).

58


mailto:p4323@ulusofona

86™ International Scientific Conference on Economic and Social Development
23-24 September 2022, Lisbon, Portugal

Assuming that an organization is a social system composed by individuals with personal goals
and who see their collaboration and contribution in the organization as a way to satisfy them,
the main objective of the manager is to reconcile organizational and personal goals,
restructuring the organization, the interpersonal relationships, the relationship of the individual
with his task, in the attempt that the individual, when trying to fulfill his personal interests,
contributes effectively and efficiently to the objectives proposed by the organization (Sousa,
1999). Sotomayor et al. (2014) argue that organizations do not only need raw materials, but also
knowledge, and it is in this sense that people management gains increasing importance, and
from the management of organizations a concern with the use and development of human
capital. Considering people as humans beings, endowed with their own personality, with
personal histories, endowed with knowledge and fundamental skills for the functioning of the
organization; people capable of endowing the organization with intelligence, talent and learning
that allow it to be in constant learning and innovation; and, people as partners of the
organization, capable of making investments in the organization that allow it to reach excellence
and success (Chiavenato, 2015). Parente (2010) says that in Non-Profit Organizations, this
function gains added importance, since these organizations depend exclusively on human work
and the people performance in their functions, and it is therefore essential that people manager
is able to perform them, satisfy and motivate, as these are factors that are reflected in the
subsequent performance of employees. In the same way that, on a day-to-day basis, we are
constantly evaluating something or someone's behavior, in organizations it is important to
evaluate the performance of a certain individual in a certain position. This performance is, in a
way, very relative, as it differs from individual to individual and results from several factors
(Chiavenato, 2015). This performance is understood as the result of the effectiveness and
efficiency of the employees and as the achievement of results based on objectives outlined by
the hierarchical superiors as beneficial to the organization (Reis & Silva, 2014). The
Performance Assessment emerges as the only way to determine whether the organization-
individual relationship is satisfied, through the application of assessment instruments
(Bergamini & Beraldo, 1988). Performance evaluation, as an isolated act, is important, but
managing this process has become, nowadays, a priority. This is because the Performance
Assessment, by itself, consists of evaluating whether an employee has reached a certain
objective, not guaranteeing that he is aware of what was proposed to him. In this sense,
Performance Assessment and Management emerges as the people management practice
responsible for identifying, measuring and managing that performance (Bilhim, 2009),
requiring a prior establishment of individual objectives for a given function and organizational
objectives and continuous monitoring of performance (Sotomayor et al., 2014) that is, it ceases
to be just an assessment instrument and starts to assume itself as a continuous process. The
implementation of a Performance Assessment and Management System in Non-Profit
Organizations, in accordance with the organization's strategy, is an essential tool for strategic
guidance. These systems must be designed in accordance with the organization's strategy, and
allow for medium and long-term planning. However, there is a risk that these will fall into a
purely bureaucratic assessment, which will enhance the probability of a management reflected
in the power and interest established (Parente, 2010). Robbins and Judge (2016) have been
relating the implementation of performance evaluation systems with organizational motivation.
Motivation can be understood as a system of many variables that are related inside and outside
the organization, and therefore cannot be a simple and quick process, with simple and quick
answers. In general, motivation appears as an impulse that the person himself has to act on
something, because he wants to. If an individual is motivated, he makes a positive choice to do
something because he sees this practice as meaningful to him. Otherwise, when people are
pushed to do something, they are merely reacting to pressure and act only because they think
they have to.
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Motivation is often incorrectly seen as a personal characteristic, which does not correspond to
the truth, since motivation results from the interaction of the individual and the situation.
Motivation varies from person to person and from circumstance to circumstance. In the present
study, the objective of the investigation was to understand the importance of performance
evaluation and management in the employees motivation of an Integrated Continuing Care Unit
of Santa Casa da Misericordia. There will be two sets of samples in the study, which will be
explained later, so the objectives will also be organized according to this division. With regard
to the specific objectives for the group “employees”, the following were defined to: Identify the
motivating factors for employees; Determine whether performance evaluation is identified as
one of the motivating factors for employees; Verify the importance of performance evaluation
and management for employees; Determine whether the performance evaluation and
management system is identified as a potential motivating factor for the employees. Regarding
the specific objectives for the “technical director” group, the following were defined to:
Understand the importance of people management in motivating employees; ldentify the
motivating factors for employees, from the perspective of the technical director; Understand
whether performance evaluation is identified as one of the motivating factors for employees,
from the perspective of the technical director; Understand the importance of performance
evaluation and management, from the perspective of the technical director; Understand whether
performance evaluation and management could be a potential motivating factor for employees,
from the perspective of the technical director. In these investigation, the following five
hypotheses are formulated: Employees prioritize intrinsic factors over extrinsic factors when it
comes to their motivation; Performance evaluation, as an isolated act, is identified as a
motivating factor for employees; Performance evaluation and management is an important
process for employees; Performance evaluation and management, as a process, is identified as
a potential motivating factor by employees; The sociodemographic characteristics of employees
influence the perception of the importance of performance evaluation and management.

2. METHODOLOGY

The present investigation was based on the Positivist/Interpretivist paradigm, allowing a mixed
approach of the methodologies used. This study will be followed by a mixed methodology,
through a qualitative approach and a quantitative approach. Once the paradigm is defined, it is
important to delimit the path to a certain end, as well as the set of intellectual and technical
procedures determined to achieve knowledge, that is, the study method (Gil, 2008). It is possible
to identify convergences and divergences between the data collected qualitatively and
quantitatively. Thus, the mixed methodology allows the researcher to analyse deeper into the
problem and to provide a broader response to the research problem or phenomenon (Santos et
al., 2017). Often, quantitative research alone cannot collect enough information to explain a
specific context of the observed units, just as qualitative research cannot guarantee replicability
in interviews or observations (Paranhos et al., 2016). Thus, both approaches were applied so
that they could complement each other. In this way, and according to the adopted paradigm, the
hypothetical-deductive method was followed, which results from the combination of deductive
and inductive methods, since the collected and known data are insufficient to clarify the
phenomenon. In these investigation, the selected population is composed of all Integrated
Continuing Care Unit employees. Once the population is delimited, and in the impossibility of
studying an entire population in an exhaustive way, that is, applying the study to all members
that are part of it, it is intended to delineate a sample that is representative of the population,
through a sample simple random since all elements that are part of the population have the same
chance of being part of the sample. The sample was composed based on the availability and
voluntariness of individuals from the two sets of elements: Collaborators of the Integrated
Continuing Care Unit of Santa Casa da Misericordia de Vila de Rei (group 1); Technical
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Director of the Integrated Continuing Care Unit of the Santa Casa da Misericordia de Vila de
Rei (group 2). Data collection from group 1 (employees) was carried out through a closed-
ended questionnaire survey. The group 2 (technical director) was carried out through a semi-
structured interview. Regarding the quantitative approach (employees), out of a total universe
of 69 individuals, 58 elements of the organization participated in the study, of which 57
individuals are employees and 1 corresponds to the technical director of the same, who
volunteered to respond as a collaborator , which corresponds to 84% of the total universe. As a
way for better characterizing the study sample, its sociodemographic data were collected,
namely age, gender, educational qualifications and function. Thus, in terms of age, it can be
seen that the ages of the employees vary between 18 and 65 years old, with the age group
between 34 and 41 years old with the largest number of participants in the total number of the
sample, representing 27.6% (16 employees) and the group with the fewest participants is
between the ages of 58 and 65, covering 3.4% (2 employees) of the sample. Analyzing the
gender variable, it appears that the study sample is mostly female, corresponding to 81% (47
employees) of the total number of participants, with the male gender representing 17.2% of the
sample. With 1.7%, there is 1 employee who did not answer the question. With regard to
educational qualifications, it can be observed that a large part of our sample, with 48.3% (28
employees), has a degree of education or higher, and with the lowest percentage of the sample,
the level of first cycle, corresponding to the fourth year of basic education, with 1.7%, covering
only 1 employee. Finally, and regarding the role that the employee performs in the organization,
it was observed that 36.2% (21 employees) perform the role of General Services Assistant,
followed by the role of Nurse with a total of 20.7 % (12 employees) of the sample. Regarding
the lower incidence in the sample, a group can be conceived with several functions, such as
Medical Action Technician, Pharmacy Assistant, Speech Therapist, Cup, Psychologist and
Technical Director, since they all correspond to a number of 1 employee for each, representing
1.7% of the sample. Another element that did not answer the question could be added to this
group. Regarding the qualitative approach (technical director), given that it corresponded to the
total universe, a response rate of 100% was obtained. As a way of better characterizing the
study sample, sociodemographic data were collected, namely age, gender, qualifications, area
of intervention and how long they have been working.

3. MAIN RESULTS

At a quantitative level, after analyzing the results, the hypotheses were verified. Regarding
hypothesis 1: Employees prioritize intrinsic factors over extrinsic factors when it comes to their
motivation, it is possible to denote that there is a minimal difference between the percentage of
selection of the two sets of motivational factors. However, it is observed that extrinsic factors
are selected in greater numbers, representing 58.87% of the employees' choice. Intrinsic factors
are slightly below this value, with a 56.16% choice rate. In this sense, and even with a minimal
difference in the percentage of choice of two sets of factors, employees prioritize extrinsic
factors over intrinsic factors in terms in their motivation. About hypothesis 2: Performance
evaluation, as an isolated act, is identified as a motivating factor for employees. The
Performance Assessment was identified as a process that contributes to motivation by 66% of
employees, which corresponds to the absolute majority of the sample. In this sense, hypothesis
2 is confirmed: Performance evaluation, as an isolated act, is identified as a motivating factor
for employees. For hypothesis 3: Performance evaluation and management is an important
process for employees. Throughout the data collection, employees assigned a score from 1 to
5, where 1 would be “totally disagree” and 5 “totally agree” to the various categories described
on the Performance Assessment and Management process. As analyzed, the options of “agree”
and “totally agree” were the most selected by employees.
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Thus, it was possible to gather that: 94% of employees agree that it is important to ensure a
climate of respect and trust among all employees (1), 94% of employees agree that
encouragement to assume responsibilities is important (2), 95% agree that it is important to
clarify their role (3), 94% of employees agree that it is important to establish clear goals and
objectives (4), 92% of employees agree that it is important to demonstrate openness so that
these objectives are agreed between managers and employees (5), 89% of employees agree that
it is important to monitor performance and provide feedback (6), 94% of employees agree that
it is important to develop a management style in which everyone can participate (7), 92% of
employees agree that it is important to create a motto of continuous improvement among all
employees (8), 90% of employees believe that it is important to motivate to learn, innovate and
develop see themselves personally and professionally (9), 94% agree that it is important to
guide themselves towards self-management of time and work (10) and 83% of employees agree
that it is important to transform performance evaluation into something positive (11). In this
way, it is possible to verify that the absolute majority of employees agree that all dimensions
of the Performance Assessment and Management process are important, confirming hypothesis
3: Performance assessment and management is an important process, for collaborators. About
hypothesis 4: Performance evaluation and management, as a process, is identified as a potential
motivating factor by employees. As analysed, Performance Assessment and Management,
described in 11 domains, was later pointed out as a process that would contribute to motivation
by 79% of employees, which corresponds to the absolute majority of the sample. Therefore,
hypothesis 4: Performance evaluation and management, as a process, is identified as a potential
motivating factor by employees is confirmed. For the hypothesis 5: The sociodemographic
characteristics of the employees influence the perception of the importance of performance
evaluation and management, the “Age” and “Importance of performance assessment and
management” variables were analysed and verified that there is no age group with a different
perception regarding the importance given to performance evaluation and management and
there is at least one age group with a different perception of the importance given to
performance evaluation and management. It was found that the variables on hypothesis 5 are
suitable for quantitative treatment and, therefore, the ANOVA test for 1 factor was applied to
the variables “Age” and “Importance of performance assessment and management . For a
significance level of 0.05, where a=0.05, we have p_value > a (0.0732903 > 0.05). In other
words, we do not reject the hypothesis “ There is no age group with a different perception
regarding the importance given to performance evaluation and management.”, concluding that
there is no statistical evidence that the behavior of individuals in relation to the importance
given to performance Performance Assessment and Management is different depending on the
age group to which they belong. “Gender” and “Importance of performance assessment and
management” variables: None of the genders has a different perception regarding the
importance given to performance evaluation and management and There is a gender with a
different perception regarding the importance given to performance evaluation and
management. It was found that the variables are suitable for quantitative treatment and,
therefore, the 1-way ANOVA test was applied to the variables “Gender” and “Importance of
performance evaluation and management”. For a significance level of 0.05, where a=0.05, we
have p_value > a (1.56017 > 0.05). In this way, the hypothesis “None of the genders presents
a different perception regarding the importance given to the evaluation and management of
performance, concluding that there is no statistical evidence that the behavior of individuals in
relation to the importance given to performance is not rejected. Performance Assessment and
Management is different depending on the gender they belong to. About “Educational
qualifications” and “Importance of performance evaluation and management” variables: There
is no type of educational qualification with different behavior in terms of the importance given
to performance evaluation and management and There is at least one type of educational
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qualification with different behavior in terms of the importance given to performance evaluation
and management. It was found that these variables are suitable for quantitative treatment and,
therefore, the ANOVA test for 1 factor was applied to the variables “Educational qualifications”
and “Importance of performance evaluation and management . For a significance level of 0.05,
where a=0.05, we have p_value > a (1.56017 > 0.05). Thus, we do not reject the hypothesis “
There is no type of educational qualifications with different behavior in terms of the importance
given to the evaluation and management of performance”, and it can be concluded that there is
no statistical evidence that the behavior of individuals in relation to the importance given to
performance evaluation and management is different depending on the type of educational
qualifications they have. Regarding the last sociodemographic data collected when filling in the
questionnaires, the function performed by the employee in the organization, it was found that
the variables were not suitable for quantitative treatment.n Thus, hypothesis 5, which indicated
that “The sociodemographic characteristics of employees influence the perception of the
importance of performance evaluation and management” is rejected, as there is no statistical
evidence that this happens. At the qualitative level, the interview carried out was analyzed, and
it was possible to gather the following conclusions and relate them to the defined objectives:

e Understand the importance of people management in motivating employees. It is
important, especially in this type of service delivery organizations, as it is an
organization that works with and for people. Identify the motivating factors. Active
participation and freedom to make their own decisions as motivating factors and lack of
recognition and salary remuneration as demotivators.

e Realize if the performance evaluation is pointed out as one of the motivating factors. It
is not formalized and systematized, but is generally seen as a positive factor. However,
this view is not held by all employees in the same way. Some consider it important and
positive, than the devaluation and others who do not understand it.

e Understand the importance of performance evaluation and management. The
management of this process is the most important, having a different impact when there
is continuous monitoring and when employees are given the opportunity to express their
own opinion.

e Understand whether performance evaluation and management could be a potential
motivating factor. It would be a positive factor that would contribute to the development
and learning of employees, but when implemented, it would have to be a well-managed
process that would have to be organized, considering the employees opportunities and
weaknesses.

4. CONCLUSION

The present study was developed as a way of contributing to the enrichment of scientific
knowledge in the area of People Management, particularly in the practice of Performance
Assessment and Management in the context of social units. We emphasize the relevance of this
study, given the lack of studies on this topic in the context in which it was inserted. Therefore,
this study sought to understand the importance of performance evaluation and management in
organizational motivation, in the context of social units, namely, in the Rainha D. Leonor
Continuing Care Unit, an institution belonging to the Santa Casa da Misericordia. Based on the
results obtained and analyzed, it is possible to conclude that with regard to motivating factors
for employees, namely extrinsic factors, priority is given to a good relationship with colleagues
and salary rewards and, with regard to intrinsic factors, growth personal and personal
fulfillment. These are four factors that most contribute to the employees motivation. Technical
director mentioned active participation and the freedom to make their own decisions as factors
that greatly help employees to feel motivated and valued.
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Regarding the Performance Assessment as a motivating factor, this is not formalized and
systematized in the Continuing Care Unit, but most employees consider that this process is an
important factor in terms of their motivation within the organization. However, from the
perspective of the technical director, this vision is not taken by all employees on the same scale
of importance, as there will be professionals who have accepted it and will see it as a positive
process, professionals who will ignore it and others who will not understand it as growth
opportunity. It was concluded that employees recognize the importance of Performance
Assessment and Management, through the eleven dimensions mentioned above and analyzed.
The technical director ends by mentioning that this would be a positive factor and that it would
contribute to organizational motivation, but that, when implemented, it would have to be a well-
managed process and that it would have to be organized, considering the employees
opportunities and weaknesses. Regarding the importance of people management practices, it
was possible to conclude that they are important, especially in this type of service delivery
organizations, as it is an organization that works with and for people in a good and fair
management. Therefore, the importance of the results obtained in this investigation for the
scientific community, which has shown a growing concern about the importance of human
resources management practices in motivating employees, is highlighted. Also for the area of
Social Work, it allowed to enrich and add knowledge, since a considerable number of people
managers, of social units, will have their basic training in this same area.
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ABSTRACT

In recent decades, scholarly interest in political participation has increased. It is evident that
voting is only one of many ways in which voters can attempt to influence the course of politics.
In democratic societies, various forms of political action are on the rise that represent
alternatives to voting. In contrast to conventional political activities, unconventional political
activities include less institutionalised and less time-consuming political activities that are not
associated with a political party. The purpose of this study is to explain some factors influencing
the intention to engage in unconventional political activities - political orientation and
perceived political risk. It is assumed that voters with different political orientation (left or
right) and voters with different levels of perceived risk have different intentions to participate
in unconventional political activities. The research was conducted using a face-to-face survey
on a sample of 658 respondents. Data were analysed using SPSS and the Amos programme was
used for structural equation modelling. The results showed that voters with higher perceived
risk and more liberal (i.e., politically left-leaning) voters have a stronger intention to
participate in unconventional political activities.

Keywords: political orientation, unconventional political participation, intention, perceived
political risk

1. INTRODUCTION

Political participation can be defined as actions used by private citizens to influence government
decision making either directly or indirectly (Brady, 1999; van Deth, 2014). This definition is
broad and encompasses a variety of activities ranging from voting and signing petitions to
demonstrations and volunteering. In recent decades, scholarly interest in political participation
has increased. It is clear that voting is only one of many ways in which voters can attempt to
influence the course of politics. In democratic societies, various forms of political action are on
the rise that represent alternatives to voting. Unlike conventional political activities,
unconventional political activities include less institutionalised and less time-consuming
political activities that are not associated with a political party. The purpose of this study is to
explain some factors that influence the intention to engage in unconventional political activities
- political orientation and perceived political risk. VVoters with different political orientation (left
or right) and voters with different perceived risk are assumed to have different intentions to
engage in unconventional political activities.

65



86™ International Scientific Conference on Economic and Social Development
23-24 September 2022, Lisbon, Portugal

2. UNCONVENTIONAL POLITICAL PARTICIPATION

Barnes et al. (1979) note that unconventional political activities refer to a wide range of less
institutionalized and less time-consuming political activities that are not associated with a
political party. These activities often address specific social or political issues or are directed
toward solving a particular problem. Unconventional political participation is also referred to
as protest political participation, as it includes activities in citizens' groups, signing petitions,
boycotting certain products, and participating in legal protests.

Sabucedo and Arce (1991) argue that such activities are good for social development as long
as they are not violent. Tilly and Tarrow (2006) define unconventional political participation as
a direct form of political participation that occurs without the mediation of other participants.
It requires a deeper and longer effort and implies a degree of conflict. Unconventional
participation can also involve collective action. Citizens gather and organize to achieve their
desires. The resulting activity is said to be an episodic, public, collective interaction between
the creators of demands and their objects. The term "episodic” refers to the fact that it does not
occur on a specific schedule, but may occur only occasionally and for specific reasons. In this
definition, the term "public” is also used to distinguish all those events that are organized,
promoted and sponsored by private organizations. A collective action, on the other hand, refers
to the participation of many citizens. However, the benefits arising from the actions do not
necessarily have to be distributed among the participants, but can also benefit the general public.
In this sense, the term "collective" refers not only to the action, but also to the result, as a larger
number of people can benefit from it.

According to Munroe (2002), conventional political participation is declining, while
unconventional political participation as a type of political behavior is increasing, which
explains the number of roadblocks, demonstrations, political blogs, and protests (violent and
peaceful). Economic deterioration and deficiencies in social infrastructure are among the
reasons for the increase in unconventional political participation (Munroe, 1999). Some
individuals and institutions-such as human rights organizations, advocacy groups, and private
citizens-use protests to advance and expand their demands for change and improvement because
they can more effectively attract public attention and achieve a positive response from the
current government.

cey e

etiology than other models, such as traditional participation and mere voting in parliamentary
elections. Thus, for "protest potential,” it is important to have developed civic competencies, a
critical attitude toward government performance, a social-humanist educational orientation,
etc., whereas for conventional participation, a higher level of political interest is crucial.

Various authors (e.g., Tilly and Tarrow, 2006) consider membership and activities in civil
society organizations as one of the forms of unconventional political participation, while others
(e.g., van Deth, 2001) consider it as a distinct form or dimension of political participation.
Social scientists usually see the core of civil society in voluntary associations, especially those
with idealistic and altruistic goals. Many of them emphasize the network of NGOs or other
policy-oriented organizations as the most important means of mediation between the individual
and the social and political system (Putnam et al., 1993; Siisiainen, 1999; Putnam, 2000).
However, civil society institutions vary widely: activist groups, local community organizations,
cultural groups, sports clubs, labor unions, religious organizations, environmental groups, and
other associations.
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According to Howard (2003), civil society should be distinguished from social movements.
Social movements consist mainly of a combination of spontaneous mobilization and weak
organization, but to be considered part of civil society, they must be more or less formally
organized and consistent. Moreover, only those groups that act in a legally permissible manner
are considered civil society, as opposed to those that act illegally. Apart from institutionalized
activities, there are other ways in which individuals can become politically involved. For
example, they can participate in mobilized political action, either individually (boycotting,
writing to a congressman) or by joining a collective initiative (demonstrating, striking, signing
petitions, etc.). ¢) points out the need to analyze both institutionalized and mobilized forms of
participation, especially in studies that attempt to relate political participation to political trust
and efficacy.

3. POLITICAL ORIENTATION

Social scientists generally believe that political orientation (left-right) is the strongest way to
classify political views (Fuchs and Klingemann 1990; Knight, 1999; Feldman, 2003; Jost,
2006). In psychology, many studies have focused on the differences between adherents of left
and right ideologies in terms of their goals, values, motives, and personalities (Adorno et al.,
1950; McClosky, 1958; Tomkins, 1963; Sidanius, 1985; Altemeyer, 1996, 1998; Braithwaite,
1998). The most commonly studied dimensions were the need for order, structure,
cohesiveness, security, and discipline, all of which were found to be more significant and
pronounced among proponents of right-wing political ideology than among proponents of left-
wing ideology. It is necessary to ask the question whether people know exactly what the left
and right political orientation means? Can individuals adequately assess where they are on the
left-right scale, or can they independently identify themselves as liberal or conservative? Many
studies (McCormick, 1974; Sears et al., 1979, 1980; Conover, 1984; Carmines and Stimson,
1989; Huckfeldt and Kohfeld, 1989; Kinder and Sanders, 1996) believe that this is the case and
support the thesis that social attitudes and stances on important political issues are more
important than individuals' self-assessments in analyzing political behavior. Fuchs and
Klingeman (1990) believes that only members of the political elite are able to adequately assess
their position on a scale from left to right. Carsey and Layman (2006) point out that political
orientation is an important factor in understanding political behavior. Memoli (2016) explains
how different political activities characterize members of left and right political orientations.
Left wing voters are more likely to seek change through political activism (Christensen, 2013)
and participation in unconventional political activities (Baglioni, 2007). On the other hand,
right-wing voters prefer to maintain the status quo (van der Meer et al., 2009) and are more
likely not to participate in protests (Hutter and Kriesi, 2013).

H1: More conservative voters will show less intention to participate in unconventional political
activities.

4. PERCEIVED POLITICAL RISK

Perceived risk is consumers' subjective belief that there is a probability that a decision may lead
to an undesirable outcome (Oglethorpe and Monroe, 1994). Perceived risk includes: financial,
performance, physical, psychological, and social risks (Jacoby and Kaplan, 1972). According
to Hohenemser and Kasperson (1982), risk perception increases when consumers feel that they
cannot control the nature of a product. Stone and Gronhaug (1993) argue that risk is context
dependent because the importance of different perceived risks affects different products
differently. In the context of choice behavior, what some people consider an unacceptable risk
may be considered acceptable by others (Rindfleisch and Crockett, 1999).
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Risk is viewed as a determinant of product involvement and purchase decisions (Mittal and
Lee, 1989). In the context of politics, O'Cass (2004) and O'Cass and Pecotich (2005) show that
a voter's political commitment increases when he or she perceives the risk associated with
voting. In other words: Voters who perceive higher levels of political risk exhibit higher levels
of political engagement. Thus, the H2 and H3 have been formed.

H2: Perceived political risk will have a positive direct influence on the intention to participate
in unconventional political activities.

H3: More conservative voters will show higher levels of perceived political risk.

5. RESEARCH METHODOLOGY

5.1. Data collection

The main data were collected with an in-person survey conducted on a convenient sample of
all persons over 18 years of age, i.e., all persons with legal voting rights. The research
instrument used was a structured questionnaire based on previous research in the field.

The research was conducted on a sample of five Slavonian counties: Brodsko - Posavska,
Osjecko - Baranjska, PozeSsko - Slavonska, Viroviticko - Podravska, and Vukovarsko -
Srijemska. The investigators were instructed to examine one woman and one man from each
age group (18-31 years, 32-45 years, 46-59 years, and 60 years and older) to ensure equal
representation of all age and gender groups. The sociodemographic characteristics of the sample
are shown in Table 1.

Table 1: Sample characteristics
(Table ends on the next page)

n %
Gender 658 100
Male 328 49,7
Female 331 50,3
Age group 657 100
18 — 31 170 25,9
32 — 45 169 25,7
46 — 59 163 24,8
60+ 155 23,6
Level of education 658 100
Elementary school 62 9,4
High school 372 56,5
Faculty 221 33,4
PhD 3 0,7
Employment 662 100
Student 110 16,6
Unemployed 64 9,7
Employed 320 48,3
Retired 168 25,4
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Household income 650 100
> 3.000 kn 67 10,3
3.001 — 6.000 kn 192 29,5
6.001 — 9.000 kn 173 26,6
9.001 — 12.000 kn 129 19,8
12.001 — 15.000 kn 51 7,8
<15.000 kn 38 6

Source: authors

5.2. Variables and measurement

A total of 5 measurement scales were used for the research, four of which were adapted from
previous studies, while one was developed specifically for this study. Political orientation was
measured through attitudes about tradition, homosexuality and gender roles. Measurement
scales for political orientation were adapted from the research of Bagi¢ and Gvozdanovié¢
(2015). Measurement scale for perceived risk was adapted from research of O’Cass and
Pecotich (2005) while the scale that measures intention to participate in unconventional
political activities was developed by the authors. All scales were measured on a Likert scale
from 1 to 5, where a value of 1 indicated marked disagreement with the statement and a value
of 5 marked agreement with the statement.

6. RESEARCH RESULTS

6.1. Exploratory factor analysis

An exploratory factor analysis in SPSS was undertaken to identify and confirm the factors under
each construct. The Kaiser-Meyer-Olkin measure of sampling adequacy had a value of 0.802
while Bartlett’s test of sphericity was significant, indicating that the data were suitable for a
factor analysis. Oblique rotation was used due to high correlations between factors. Items with
loadings less than 0.4 were dropped from further analysis. Table 2 shows the items, factor
loadings for each item and Cronbach’s alpha coefficients for each construct.

Table 2. Results of exploratory factor analysis
(Table ends on the next page)

Item Factor
Variable abbreviati- Item )
on loading
T1 The constitution should define Croatia as the 0.835
national state of the exclusively Croatian people '
Attitudes about The constitution should declare Catholicism as the
" T2 S . 0.892
tradition only religion of Croatian people.
T3 Only Catholics are true Croats. 0.821
Cronbach’s alpha coefficient: 0.826
Homosexuals should be banned from public
H1 appearances because they have a negative influence | 0.853
. on young people.
Adtitudes "."bOUt H2 Homosexuality is a type of disorder or disease. 0.871
homosexuality - -
Homosexuals should be banned from working with
H3 . 0.723
children.
Cronbach’s alpha coefficient: 0.796
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GR1 It is the man who should earn and feed the family. | 0.709
It is not good when the usual role in the family
GR2 changes and the woman starts earning more than | 0.878
Attitudes about the man.
gender roles We don’t need more women in positions of power
GR3 in society because a woman’s primary role is to take | 0.843

care of the family.
Cronbach’s alpha coefficient: 0.757
If wrong candidate gets elected, there is a lot to

PR1 lose 0.894
Perceived risk PR2 If wrong party gets elected, there is a lot to lose. 0.933
PR3 There is a lot hinging on election. 0.836
Cronbach’s alpha coefficient: 0.870
INT1 I have an intention in the future to support civic 0.781
Unconventional initiatives. '
pollt_lc_al _ INT2 | have an intention in the future to vote on 0.797
participation referendums.
intention INT3 I have an intention in the future to sign petitions. 0.843

Cronbach’s alpha coefficient: 0.780

Source: Authors

6.2. Confirmatory factor analysis

Data were analysed using AMOS structural equation modelling software. Bollen's (1990)
recommendation to examine multiple indices of model fit was followed to evaluate both the
measurement and structural models, since it is possible for a model to be adequate on one fit
index but inadequate on many others. Indexes were selected based on the recommendations of
Hu and Bentler (1995).

Table 3. Results of confirmatory factor analysis

Variable Item Standard loading | CR AVE
TRAD 0.680

Political orientation HOMO | 0.757 0.787 | 0.553
ROLE 0.789
PR1 0.841

Perceived risk PR2 0.916 0.875 |0.701
PR3 0.746

Unconventional political :m% gsgg 0787 | 0555

participation intention INT3 0.826

Model fit indicators (recommended | Values

values)

x2/DF (1 to 3) 1.494

CFI (>0.90) 0.989

GFI (>0.95) 0.976

AGFI (>0.80) 0.965

IFI (>0.90) 0.990

TLI (>0.90) 0.987

RMSEA (<0.08) 0.027

Source: Authors
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As depicted in Table 3, factor loadings for the latent constructs ranged from 0.680 to 0.916,
indicating strong support for construct validity (Hair et al., 2010). The values of the average
variance extracted (AVE) for almost all constructs were higher than the guideline value of 0.50
recommended by Fornell and Larcker (1981). The composite reliability coefficients for all
constructs were higher than 0.70, suggesting high internal reliability (Fornell and Larcker,
1981). In addition, all scores from CR were higher than scores from AVE, demonstrating
convergent validity. The goodness-of-fit statistics of the measurement model also showed very
good agreement with the data (y2/df = 1.494; CFI = 0.989; GFI = 0.976; AGFI=0.965; IFI =
0.990; TLI = 0.987; RMSEA = 0.027). Discriminant validity was established because none of
the root squared correlations between constructs were greater than the AVE values of the
constructs. Also, as depicted in Table 4, average shared square variance (ASV) values were
also no greater than the AVE values for each construct (Fornell and Lacker, 1981). The
correlations between the constructs are presented in Table 4.

Table 4. Discriminant validity

Variables Correlation Square root | AVE1l AVE2 Discriminant
correlation (r?) | (AVE1>r?) | (AVE2>r?) | validity
PO<-> INT -0.052 0.0027 0.553 0.555 Established
PO <-> PR 0.186 0.0345 0.553 0.701 Established
PR <-> INT 0.149 0.0222 0.701 0.555 Established

Source: authors

6.3. Structural model testing
A hypothesized structural model (Figure 1) was developed to test the impact of political
orientation and perceived risk on the intention to participate in unconventional political
activities.

Figure 1. Hypothesised model

L 2
[n] [2] [ 1]
El

T, /
4 ¥
° \ PR1 | | PR2 | | PR3 |
A ‘\-\\“ L ,///
\\ \ 1 .@
\ Percerved
1 : \ risk
\ \
. \ ET
/'f 1 /
G} S /
-+ H3
o nconventiona
Political political
orientation participation T @

intention

Source: Authors

Evaluation of the structural model indicated a great model fit in terms of its goodness-of-fit
indexes, since all of the suggested values were met (¥2/df = 1.494; GFI = 0.976; NFI = 0.969;
CF1 =0.989; IFI = 0.990; TLI = 0.987; RMSEA = 0.027).

Results of the model testing are depicted in Table 5. Research results have confirmed all three
hypothesis.
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Table 5. Results of the analysis

. . Standardized -
Relationship total effects Hypothesis
Political . *
orientation —» | Intention -0.115 Accepted
Perceived risk —> | Intention 0.216** Accepted
Po_lltlca! —» | Perceived risk 0.193* Accepted
orientation

*p<0.05; ** p <0.01
Source: Authors

7. CONCLUSION

The purpose of this study was to assess the influence of political orientation and perceived
political risk on intention to engage in unconventional political activities. Results have shown
that politically left oriented individuals tend to show significantly stronger intentions to engage
in unconventional political activities, i.e., more conservative voters tend to show lower
intentions to engage in unconventional political activities. These findings are consistent with
some previous studies (Baglioni, 2007; van der Meer et al., 2009; Christensen, 2013, Hutter
and Kriesi, 2013). The results of this study also confirmed that voters who perceive higher
levels of political risk exhibit higher levels of political engagement, particularly in this case,
unconventional political participation. The results also showed that more conservative voters
tend to have higher levels of perceived political risk, but are more likely to engage in
conventional political activities (e.g., voting, being a member of a political party, etc.) than
unconventional ones. The results of this study may be helpful to political parties, NGOs, and
various political activists. Understanding voter behaviour is the first step in determining the
strategy to approach them. The main limitation of the study is a convenient sample so the results
cannot be generalized, but rather considered indicative. Future research should focus on
exploring in more detail the factors influencing intention to engage in unconventional political
activities.
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ABSTRACT

In the third decade of the 21st century, new information and communication technologies
significantly affect the development of many areas of life and work of modern man and business.
Old paradigms are a thing of the past and new ones are developing new (business) models that
combine modern achievements of scientific research and innovation. With the application of
new technologies (data clouds, GPS, Al, AR, 3D printing, etc.), the world is globalizing again,
in a new way. New political and economic relations are being built between states and between
companies. Declaratively and really many borders have been erased and barriers have
disappeared. In this and such a world, for many products and services, the distinction between
local, regional and international markets has disappeared. The competition is intensifying,
because knowledge is being transferred at a speed that was inconceivable until yesterday.
Entrepreneurs who understand the latest trends in the economy are turning to new business
models, the application of new technologies. Thus, they became global players in the provision
of products and services, and this then caused changes even among those who did not plan to
change so soon. New relationships are being established not only between countries and
companies but also between customers and consumers. With the development of social
networks, their power has grown so much that they have become an important factor in shaping
supply chains and business models in modern conditions. By exchanging data, giving personal
judgments and recommendations, customers and consumers have contributed to the
development of many marketing channels, especially communication. These changes have
significantly affected the development of business processes in companies that require new
competencies, knowledge and skills, which is a special challenge for new leaders, both in
companies and society as a whole.

Keywords: business models, new industrial revolution, automation, robotics

1. INTRODUCTION

1.1. Subject of research

The subject of research is the development of business models in the environment of the new
industrial revolution with special emphasis on the impact of new technologies on business
models of modern companies both in the world and in Croatia. Modern available sources of
scientific papers are rich in findings of various researches, changes in society and business,
which have taken place in the past few decades: impact on changes in supply chains, business
models, development of new global trends, knowledge transfer and management, impact of
automation and robotics on employment, development of new business models, development
of marketing, logistics, etc. (Spremi¢, 2017; Jordan, 2020; Kolyasnikov i Kelchevskaya, 2020;
Bowler i Watson, 2021; Cao et al., 2021 and others).
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1.2. The goal of the research

The aim of the research is to analyze the impact of the application of new technologies of
Industry 4.0 on the business models of modern companies (and in Croatia). Examine whether
automation and robotics in the foreseeable future will reduce the number of full-time employees
in modern companies and under what conditions. Examine whether new technologies, with the
end of the COVID-19 pandemic, will increase the work of remote workers, which would enable
the employment of the global workforce.

1.3. Research hypothesis

Basic research hypothesis:

H1: Implementing Industry 4.0 technologies into business processes will lead to the
transformation of business models and management strategies.

Industry 4.0 is not just changing technology and processes, but every aspect of the company,
including its very essence. About an environment that is changing extremely fast, which is made
possible by new ICT technologies, entrepreneurs are in a position to change the existing
paradigms and turn to new visions in order to survive in market competition. New paradigms
have the capacity to transform the traditional model of value creation into a new one. Advanced
technologies are driving new possibilities, connecting data, people and objects. This changes
the work of manufacturers and the way customers receive products and interact with them.
Demands and trends that drive digital transformation in supply chains, and new barriers and
risks appear as a result of the development of the business environment and the trend of digital
transformation. Automation and robotics already now, and in the foreseeable future, will
increasingly reduce the number of full-time employees in companies around the world in those
workplaces where it is possible to introduce machines, for all that is routine, which includes
more repetitions. On the other hand, Industrial Revolution 4.0 has led to increased employee
engagement to create and oversee business processes. Likewise, accelerated by the current
COVID-19 pandemic, there are more and more remote work jobs, enabling the employment of
a global workforce. Now it turns out that the new Industrial Revolution 4.0 technologies result
in benefits for many employees as they don’t have to travel to work (remote work capability).
In addition, increased automation reduces the number of full-time employees in the
manufacturing and agricultural sectors, and robots cope more efficiently and safely with tasks
in industrial plants.

1.4. Expected research contribution

The main contribution of the research will be the results of the research regarding the
assessment of the development of business models in the environment of the new industrial
revolution, globally and in the Republic of Croatia. Possibilities and obstacles to the
introduction of robots in the business of domestic companies will be explored. Based on the
research, an assessment will be made of how much telecommuting will develop in the post-
pandemic period, ie how much new technologies will contribute to global competition for those
jobs for which it was inconceivable until yesterday to involve foreigners.

2. Business models in the environment of the new industrial revolution

2.1. The role and importance of business models

The business model can be explained as a conceptual framework that represents the link
between strategy and business processes, ie it explains the essence of the value creation process
(Mori¢-Milovanovi¢, Srhoj and KriSto, 2016: 539). Although business models have been
studied in different perspectives for a long time, it is only in the last two decades that they have
become an extremely popular subject of scientific interest and analysis, primarily with the
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development of the new economy and e-business. After the fascinating growth of e-business
and even more incredible failure during the so-called The dot.com era concept of business
models began to develop most within the field of organization and management. Business
models were therefore often associated with the economic and organizational perspective, with
the economic perspective studying the essence of profit making, ie cost structure and revenue
sources, while the organizational perspective was more focused on studying the process of
resource allocation to identify market opportunities and create added values. Also, three
different directions of studying business models have been developed, the first of which is
focused on technology (the so-called technological direction) and is closely related to e-
business. Then the organizational direction, which is focused on the business model as a tool to
increase organizational efficiency, while the third direction is oriented to strategic thinking of
creating and capturing value. By reviewing the above perspectives of studying the concept of
business models, it is possible to conclude that business models help to understand, visualize
and communicate the essence of business with various stakeholders (Mori¢-Milovanovi¢, Srhoj
and Kristo, 2016: 539). Modern companies are turning to new business models that shape the
look of organizational structures and give them meaning in their business. It is important to
emphasize that it is necessary to understand business models and thus it is possible to
commercialize your business ideas. Therefore, it should be said that business models do not
consist only of organizational structure or assets and business processes. Business models
consist of the way each company does business. There are a lot of business models. Some
classics have been modified and improved (auction sales), some models have been invented
through innovation and the development of new technologies (online sales), while some have
been merged from several types of business models (brick and click). Each company has its
own business model and adapts it to their own needs and capabilities. There are also proven
business models that guarantee success, such as franchise sales or the Just in time model (Tikas
2015).

2.2. Implementation of business models in companies and remote work

The technologies or foundations of Industry 4.0 are considered to be extremely important
factors for the development of the business model. A study conducted by Grabowska and
Saniuk (2022) showed that large companies do best in the transformation, ie implementation of
business models, which is probably due to the availability of significantly more financial capital
than in the case of small companies that do not have sufficient financial resources. The same
research also states that respondents point out the lack of financial support in the form of EU
structural funds, which would certainly help to avoid the problems of lack of own investment
capital in order to develop business models. Lack of funds for investment is the biggest problem
of introducing automation and robotics in companies. The sharp rise in the popularity of
telecommuting and its application among a growing number of employees is based on the
pandemic crisis that has gripped the entire world. However, despite the current growth and
popularity of this form of work, the question arises as to what will happen to telecommuting
when the pandemic crisis subsides or is completely over, and when employees and employers
will be able to return to their usual ways. work. Epidemiological measures, ie social distance
and isolation, have the greatest impact on the scope of remote work. During periods of easing
such measures, many employers require their employees to return to their usual jobs because
of the lower risk of contracting the virus. Such requirements point to the fact that certain
companies will require the physical presence of employees whenever possible. Obstacles that
prevented the growth of telecommuting in the run-up to the pandemic, such as lack of control
over employees and difficult productivity monitoring, could be the main reasons for resistance
to telecommuting by employers even after the pandemic. Also, the future of remote work in an
individual company is affected by the amount of investment by the employer in the transition
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from the usual to remote work. In other words, companies that perceived remote work as a
temporary solution in the pandemic crisis, invested less in equipment and education of their
employees, thus returning to business from normal jobs in the post-pandemic period. The main
factor in the employer's decision on the long-term use of remote work in the company can be
considered the performance of employees and their productivity since the beginning of the
pandemic and the transition to remote work. It is this productivity that can be maintained or
even improved by increasing employee satisfaction with work, increasing autonomy and
strengthening motivation (Musi¢, 2021). According to a 2021 survey of 800 senior executives
conducted by McKinsey, two-thirds of companies globally are increasing investment in
automation and artificial intelligence. As an example of the scale of change that awaits us,
McKinsey expects customer and food jobs to fall by 4.3 million in the United States alone,
greatly affecting the 13.3 million people currently employed in the hospitality industry and 14.8
million in the retail industry. We can already see signs of this, where supermarkets are
increasing the presence of “self-payment” services (Luk, 2022). Office workers who can do
work online have also experienced change, and remote work has ushered in a new era of work
flexibility. Work from home was introduced as part of government restrictions due to COVID-
19, forcing companies to accept this work and invest in remote work technologies (Luk, 2022).
The workforce is currently undergoing a major transition. For some, closure and absence have
been catalysts for them to think and pursue new passions, and workers in some sectors are now
working with more flexibility and higher pay. There is no doubt that remote work in the post-
pandemic period will take on a whole new dimension, ie that the application of this type of
work will become increasingly dominant in companies around the world, including Croatia,
given the many benefits of this type of work (less office space, eliminated travel costs to the
company and back home, the possibility of hiring labor from around the world, flexibility, etc.).

3. THE IMPACT OF THE APPLICATION OF NEW INDUSTRY 4.0 TECHNOLOGIES
ON THE BUSINESS MODELS OF MODERN ENTERPRISES

3.1. Transformation of business models

Current business models essential for creating consumer value, and thus business
competitiveness, are currently undergoing transformation. Brand new technological
developments based on network integration, intelligent technology and flexible automation are
becoming increasingly important: new competitive opportunities are emerging, and knowledge
management and intellectual capital management are becoming more and more important.
When developing a strategic vision, it is extremely important that companies select appropriate
data from the flow of information about the external and internal environment and turn it into
knowledge of the organization, which is a key management potential (Kolyasnikov and
Kelchevskaya, 2020). The development of Industry 4.0 and the advancement of information
technology have spurred new consumer demands for smart products in the context of awareness
and autonomous control. Nature has significant potential to inspire innovative concepts that can
meet the growing demand for smart products (Cao, Sun, Tan, Zhang, & Liu, 2021). In addition
to the various technologies included under the auspices of Industry 4.0, robots have generally
received the most attention so far, while the current application and impact of Industry 4.0 on
such technological possibilities as 3D printing, big data analysis, etc. have not yet been studied
(Freddi, 2018).

3.2. Digital transformation in Croatia

There is not enough relevant data on the state of digital transformation in Croatia to provide an
objective picture of the situation, both at the level of companies or corporations, and at the level
of the Croatian economy (Spremic¢, 2017). The results of the study of digital transformation
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conducted in Croatia in the period from October 2018 to September 2020 indicate insufficient
preparation of the Croatian economy for the challenges of the digital age (Curié¢ Martin&evié
2020). According to the study, almost every other company in Croatia believes that digital
transformation is among the ten most important topics, but the vast majority of them believe
that digital challenges will simply be solved by digitizing analog business processes. That is
why most companies leave the management of the challenges of digital transformation to the
company's IT department. However, those better informed understand that digital
transformation is not just about changes in IT systems, but that it encompasses all segments of
the organization's business (people, culture, processes, partners, etc.) (Spremic, 2017). More
knowledgeable members of the business community understand digital transformation as
digital business transformation - a fundamental change in the organization and way of
traditional business, using digital technologies and applying new business models to improve
organizational performance and faster adaptation in a constantly changing environment. The
study of the Croatian Digital Index (Curi¢-Martinéevi¢ 2020) provides an overview of the state
of digital transformation in Croatia from the so-called bottom-up perspective. This means that
the overall results of the study are the sum of individual reports on the state of digital
transformation of the three hundred best medium and large enterprises.

3.3. Impact of Industry 4.0 for manufacturing companies

Industry 4.0 impacts can have effects at different stages of supply chain and in supply chain
management strategies, such as better forecasting and planning through unified flow and
improved supplier performance due to real-time information sharing (Ghadge, Kara, Moradlou
and Goswami, 2020). According to Ibar, Ganzarain and Igartua-Lopez (2018: 8-9), four ways
to implement digital transformation in manufacturing companies are listed:

e External and internal optimization - This type of transformation is an innovation that
optimizes real business without some major changes. New technologies such as big
data, robots and cloud computing are being implemented solely to optimize value
creation to increase efficiency and improve performance. This is essentially the first
phase for traditional companies to implement Industry 4.0 without major or serious
risks.

e Improving the user interface - This second innovation is aimed at improving or
improving the delivered value. The introduction of technologies such as Big Data
creates the conditions for connecting through new touch points, which provides a better
understanding of customer needs, as well as a better user experience.

e New ecosystems and value networks - This model proposes a complete innovation of
the business model due to the introduction of technologies such as Big Data. Thus, the
process of creating company value is linked to stakeholder processes. The transition
from value chains to ecosystems requires a huge change in many segments of the
customer business model.

e New business models in the form of smart products and services - This model proposes
a new comprehensive business model established on new technologies focused on big
data and cloud computing, etc., which offer innovative and smart products and services.
This type of new business model could give companies the opportunity to expand their
market presence.

Industry 4.0 (14.0) describes the digitization of manufacturing companies. Adoption or

implementation of 14.0 is a key step for manufacturing companies in order to maintain
competitive advantages and take advantage of new opportunities.
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The majority of all research is focused on the technological prism of 14.0 in the form of product
innovation, but also production processes. Although more and more attention has been paid to
Industry 4.0 recently, there is still insufficient research on business model innovation, although
business model innovation may be more successful than product or process innovation. To
address this research gap, Weking, Stocker, Kowalkiewicz, B6hm, and Krcmar (2020) analyzed
the case studies of 14.0 business model innovators.

The findings showed how firms can leverage 14.0 concepts and build a conceptual basis for
future research. Nara et al. (2021), in their research, analyzed the impact of Industry 4.0
technologies on several performance indicators. The model was tested in the plastics industry
in Brazil. Research has shown that the Internet of Things and the implementation of big data
are key components in maintaining competitiveness. They also proved that these technologies
are associated with positive impacts on economic metrics. However, research has pointed to the
negative effects of robots on job creation. The fourth industrial revolution is able to execute
complete production processes using industrial digital technologies (Bowler and Watson,
2021). The results of the research by Patrucco, Ciccullo and Pero (2020) point to the fact that
the implementation of Industry 4.0 technology would greatly improve the performance of
business models in the company. Also, it would lead to better support for the performance of
production activities, and increase the efficiency and effectiveness of communication in the
company. Such technologies need to be introduced in combination with new organizational
mechanisms that will essentially be of great benefit to business models of companies.

3.4. Application of robotics and automation in manufacturing companies

At the end of the 20th and the beginning of the 21st century, the application of robots in the
production and other activities of society experienced an expansion. Robots that help in the
household are being developed. People who use them should treat them like their own robot,
not like a child. They already have the senses of sight, hearing and touch, and it is important
that they gain the ability to remember and recognize the people with whom they communicate.
Robots recognize faces they once saw. Robots are being developed to help in the household.
They should know how to bring the owner coffee, find keys or a mobile phone. Further
development seeks to develop robots that will replace humans in the care of the elderly.
Healthcare professionals caring for the elderly are overwhelmed. That is why new generations
of robots are trying to take over these jobs. Robots should know how to change bedding, bring
and take dishes with food and drink. In the future, people will be able to stay at home with the
help of robots, while maintaining their independence. They are increasingly used in various
areas of society. Robots are used in the armies of developed countries, in the fight against
terrorists, space research, etc. (Kozi¢, 2021). By 2030, robotization of production is projected
to wipe out 20 million jobs, especially in economies that rely on low-skilled labor, experts from
Oxford Economics have calculated (Pili, 2019). However, due to the simultaneous growth of
productivity, global GDP will grow annually more than the value of the entire German
economy. According to a published study entitled "How Robots Change the World", the
number of robots in factories around the world has tripled in the last two decades to 2.25 million.
However, in the coming years, the growth rate of robotics will be much faster, so it is planned
that up to 20 million robots will be installed by 2030, of which 14 million in China alone. There
are three reasons for the jump in production robotics. The first is that buying and installing
robots has become cheaper than the cost of human labor, the second is that robots are becoming
more sophisticated and capable of complex operations, and the third is that the demand for
factory goods is growing. But each installed robot replaces 1.6 workers, calculations show.

As a result of robotization, tens of millions of jobs will be lost, especially in poorer economies
that rely on low-skilled labor (Pili, 2019). This will translate into rising income inequality. If
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the number of installed robots by 2030 is a third higher than the initial projections, experts
estimate that it will result in additional global GDP growth of 5.3 percent. Looking at the world's
regions, most jobs will be lost in China, as many as 11 million. Two million workers in the
European Union will lose their jobs due to automation, and 1.5 million in the United States. In
Europe, robotics has wiped out about 500,000 jobs since 2000 (Pili, 2019). When talking about
the structure of jobs that are most endangered due to robotics, the most frequently mentioned
activities are in production, retail, administrative and ancillary services, and transport and
storage. Yet as robots become able to perform more and more cognitive tasks, it is predicted
that in the future, cognitive occupations such as physician, translator, editor, lawyer, architect,
journalist, and even programmer will be at risk (Frey and Osborne, 2013). Images of workers
in production plants will soon be remembered only in old paintings. Their work has been almost
entirely taken over by robots that increase production by more than 50 percent, and the cost of
an hour of their work is much less than a worker’s. Robots ‘employed’ in Croatian companies
change from two to twelve or more workers in one place and are very cost-effective. Although
some cost from one hundred thousand euros to as much as three hundred thousand euros, the
investment in buying a robot will pay off in just a few years. Although the Croatian industry
still lags behind the number of robots compared to more developed countries, the largest
Croatian companies, which are also large exporters, use an increasing number of robots. More
than twenty robots are currently in Podravka's production processes, and the first was procured
in 1999 for the Soup and Vegeta Factory. The production was also robotized by Franck, who
has two robots in the tea plant and two more in the coffee plant. Most robots are in the AD
Plastik group, there are more than a hundred. These robots do jobs that workers cannot perform
due to ergonomic and safety reasons, and they use them in various business processes from
product manipulation to assembly and painting of components. However, Marinko Dosen,
President of the Management Board of AD Plastika, points out that, despite robotics, there will
always be certain parts of the process in which it is impossible to replace a human being. Also,
although robotics optimizes the number of employees, DoSen says that their structure and job
description are changing, and the introduction of robots increases competitiveness and expands
business, which is why it brings new jobs. The application of robots in production requires the
employment of engineers, experts in robot programming and equipment, and maintenance
personnel (Prani¢, 2021). Robots, as part of a broader automation process, will have a
significant impact on productivity, business models and even traditional industry constraints,
and consequently on work. Much of the discussion on the impact of automation on employment
and jobs has focused on scenarios in which entire job and occupation profiles are disappearing
- including highly skilled jobs. Most research concludes that automation does not result in net
job destruction and that very few (less than 10%) jobs will be replaced by automation in the
foreseeable future. Instead, tasks will be automated and workers will take on new tasks resulting
in highly skilled, highly paid job profiles (IFR, 2018). Robots are slowly changing more and
more people in their jobs, and according to analysts, the coronavirus pandemic is accelerating
this process (Blazinovi¢, 2020). People usually say they want to have a human element in their
interactions, but the coronavirus has changed that. The pandemic will continue to change
consumer preferences and really open up new opportunities for automation. Large and small
companies that are expanding today are using robots to respect social distancing and reduce the
number of workers who must be physically present in the workplace. Robots are used to do the
work of workers who cannot do their work from home. Walmart, the largest chain of stores in
America, uses floor cleaning robots. Robots in South Korea are used to measure patients'
temperatures and distribute hand sanitizers. While experts warn that social distancing measures
must remain in place next year, robots could become increasingly sought after. Companies that
produce cleaners and disinfectants have more and more work to do. UVD Robots, a Danish
company that makes robots for UV light disinfection, has sold hundreds of robots to hospitals
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in China and Europe. Shops and restaurants offering food to take away are increasingly using
robots. Experts say that robots will be used more and more as stopped businesses start. Robots
could clean schools and offices. However, there are still limitations because automatic cash
registers in stores must be monitored, given that many of these systems do not work well or
often break down, so customers often avoid them (Blazinovi¢, 2020). The food industry is also
suitable for the use of robots for the purpose of preserving and protecting health. Fast food
restaurants like McDonald’s are already testing robots for chef and service functions.
Warehouses like Amazon and Walmart already have robots that increase efficiency, and the
coronavirus could influence their increase to work on sorting, packaging, and delivery tasks.
This could help workers who are currently complaining that they cannot socially distance
themselves at work, but on the other hand could lose their jobs because of robots. Once a
company replaces a worker with a robot, it is unlikely to get him back to work. It is true that
the production and integration of robots is expensive, but when they start working, they are
usually cheaper than human labor (Blazinovi¢, 2020). Artificial intelligence is evolving to
replace teachers, fitness trainers and financial advisors, while Facebook and Google, for
example, are relying on artificial intelligence to remove inappropriate comments.

4. CONCLUSION

The impact of the application of new Industry 4.0 technologies on the business models of
modern companies is extremely important given the efficiency of automation and robotics,
which leads to large savings in production and profit maximization. Automation and robotics
will undoubtedly reduce the number of full-time employees in modern companies in the
foreseeable future, because robots and the automation process are able to perform a large
number of operations, which reduces the role of man. It is also very likely that new technologies
with the end of the COVID-19 pandemic will increase the employment of remote workers,
which will ultimately enable the employment of labor worldwide, ie there will be no more
spatial distance. There is no doubt that implementing Industry 4.0 technologies into business
processes will result in the transformation of business models and management strategies and
raise them to a higher level of productivity and efficiency. Although the term Industry 4.0 is
widespread in the Croatian public, all this is still in its infancy, ie mostly on theoretical grounds.
Given the worrying state of the industry, there are still factories that are introducing changes in
the direction of Industry 4.0, these are actually isolated cases, primarily cases where a foreign
ownership structure is present, which leads to the conclusion that there is no standardized
process of introducing Industry 4.0. For this reason, many cannot recognize the opportunities
of Industry 4.0, which will only be able to be analyzed in detail in the future, especially in terms
of their impact on changes in today's industry, which will unfortunately position Croatia in a
situation where it will be forced to join the emergence of a large discrepancy that will become
more evident over time, and thus forced to keep up with competitors from its environment. That
is why many do not recognize the opportunities of Industry 4.0, which will only be able to be
analyzed in detail in the future, especially from the standpoint of their impact on changes in
today's industry, and through the prism of efficient business.
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ABSTRACT

COVID-19 has brought change in every industry. Companies in recent months have had to
change their advertising strategies for their products and services in order to maintain their
place in the market and remain present in people's lives. One of the strategies that may have
become the main tool for communicating with consumers is marketing through social media
influencers. Influencers in times of crisis have a major impact on consumer behavior. They are
their source of news, friends in difficult times and advisors when it comes to making decisions.
The aim of this paper is to analyse whether companies show more interest in collaboration with
Macedonian influencers during the pandemic, therefore, to provide evidence of the rise of
influencers as a marketing tool during the pandemic through qualitative approach; four
content-different Macedonian influencers were interviewed. According to the obtained results,
influencers and businesses working together effectively benefit both themselves and their
audiences, providing respite in the purchasing decision-making process, which is especially
important during this stressful time when we need all the help we can get.

Keywords: influencer, COVID-19 pandemics, marketing tools, influencer marketing

1. INTRODUCTION

When we thought that nothing could surprise us anymore, a pandemic broke out that literally
changed the world. Although the world was unprepared, people around the world found ways
to get on with their lives. Some have discovered what it is like to work from home, some have
posted on social media, some have started ordering food through online restaurants, visiting
virtual discos, museums, cities. In aword, the world has gone digital. Following these pandemic
consumer behaviors, including social distance and long quarantines, companies had to find a
way to make their products visible to consumers. According to Almeida et al. (2020), the
COVID-19 pandemic has had a significant impact on the growth of e-commerce, largely due to
the closure of outlets and travel bans. In parallel, the younger generations will adapt their
consumer habits based on the digital society. Hence the introduction of new digital marketing
channels, especially advertising and selling on social media, can provide great benefits to both
small and large businesses. These strategies will enable them to diversify their sales and reduce
their risk in the event of further closure of their physical stores. Social media has given
marketers greater access to potential consumers and increased the effectiveness of persuasion
in buying their products (Alnaser et al.,2020). Therefore, the question is whether certain ways
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of advertising through social media have an impact on consumers' consumer decisions during
the pandemic, or in other words, the main purpose of this research is to find out whether in the
COVID-19 period companies increasingly use influencers as a tool to advertise their products
and services.

2. THE IMPACT OF COVID -19 ON INFLUENCERS

As the pandemic began, some influencers around the world saw their incomes plummet. It
seemed as if their many years of dedicated work were suddenly erased, mostly due to the
canceled business engagements. Life on a high foot, constant travel, 5-star hotels, branded
clothes that influencers probably got and free now are now cut in half, and possibly completely,
because of the pandemic. If previously, the categories for which the influencers shared
announcements, such as fashion, makeup, travel and lifestyle were the most sponsored, now
these categories are most affected (Arabianbusiness, 2020). This could also mean the end of the
influencers who once lived the life of their dreams. In addition, as countries close, businesses
reduce their operations, and the marketing sector reduces costs, the influencer industry will be
destroyed. The focus shifted from economic prosperity and personal satisfaction to public
health and increased community engagement, and COVID-19 seems to have resulted in the end
of influencer marketing as we know it (Tsapovsky, 2020). However, not everything is so black,
for influencers. During the period when people were locked in their homes due to quarantine or
self-isolation, they spent much more time online and increased media consumption by 60%
(Arabianbusiness, 2020). This means that influencers have the opportunity to prove that they
are more than just an advertising tool. The same study reported that use of the Facebook and
Instagram platforms had increased by more than 40% since the start of the pandemic, with the
largest increase in population between 18 and 34 years. The data came from a survey of 25,000
respondents from 30 different markets. There is also a growing interest in home activities such
as cooking, homework, reading, watching popular shows and movies, cleaning and disinfection,
laundry, gardening, online shopping. This means that if companies use influencers properly,
there is still plenty of opportunity to promote their products and services. As the world gets
used to living in a pandemic, it is becoming increasingly clear that influencers will continue to
thrive. People are constantly searching for online content, and thus influencers are becoming
an increasingly important marketing tool for company ideas and products (Stephens,2020).
While some influencers struggled to adapt to market changes and failed to seize commercial
opportunities, others embraced the global crisis, using public uncertainty and disorientation to
build their power, expand their audiences, and gain more. This opinion is shared by Bloomberg
(2020). In their report, they say overall consumption will increase significantly as consumers
stay indoors. Companies have the opportunity to connect with a "captive" audience that is
currently eager for new content, services and entertainment. In times of stress, consumers favor
advertising messages from those they follow and trust. According to the data published in this
report, 66% of social media users say they expect their use of platforms such as Instagram and
YouTube to continue to increase during the pandemic, and 99% said they would buy something
online if quarantined. during COVID-19. This data is a great starting point for influencers to
take advantage of the situation and provide support to consumers in these times. According to
research done in Australia, China and Japan, Francisco et al. (2021) concluded that influencers
who put "all eggs in one basket" feel a huge negative impact on their income and brand
collaboration. These influencers are related to tourism, events, haute couture. In contrast,
influencers who are more focused on domestic advice and adapting their content to the
conditions imposed by the pandemic, in addition to seeing an increase in the number of their
followers, also saw an increase in business collaborations. In a study published by Taylor
(2020), COVID-19 is said to have a negative impact on many industries, and even on
advertising businesses where people are accustomed to going to offices. However, this is not
the case with influencers who already create and publish content from their homes. Many have
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gently adjusted their content to suit the pandemic, such as focusing on fitness, healthy eating,
hobbies, or lifestyle tips. The pandemic has added another category of influencers -
"homefluencers”. This term refers to influencers who, due to COVID-19, spend time at home
just like their followers and create content with which followers can connect. Unlike the
domestic influencers, some of the other influencers did not use the opportunities created during
COVID-19, on the contrary, they behaved inappropriately about this crisis. In his research
Francisco et al. (2021) found that many Australian, Chinese, and Korean influencers were
criticized for violating COVID-19 recommendations and regulations. For example, Australian
and Chinese influencers have been criticized for continuing to publish content about their
travels during the period of mass isolation and when keeping distance was one of the main
preventive measures. Some Chinese influencers have also been criticized for posting content in
which they carelessly play and sing, which followers have deemed inappropriate at a time when
the entire country is facing suffering. Some influencers have also been criticized for
underestimating the pandemic. Not realizing the seriousness of the pandemic, they repurposed
the masks that are the primary protection into the primary fashion. Not all influencers in these
countries behaved the same way. Many of them promoted good social behaviors, such as
respecting social distance, respecting hygienic processes, and applying other health protocols.
There were even "ordinary" social media users who, due to their desire and struggle to pass on
to others the rest of their coronavirus protection practices, their posts went viral, and thus their
follower base began to grow. These users soon became influencers in their community. Some
influencers even invented interesting dances and various "memes" for proper hand washing.
This type of announcement has attracted government institutions to enter into agreements with
various influencers and involve them in their public relations campaigns and jointly spread
positive propaganda to raise awareness among the people.

2.1.Influencers as a Marketing Tool in a Time of Pandemics

The increased time spent on social media by consumers during the pandemic increases the
opportunity for brands and influencers to create content that will be seen by consumers. The
research of Abidin et al. (2020) shows that influencer marketing is the key for brands to adapt
to the new trend of "home consumption”, which is characteristic of the pandemic. Simply put,
the changes that have long been about to come to the surface, during the pandemic, began to
happen rapidly. Consumers no longer left their homes to complete day-to-day responsibilities,
and companies were rapidly looking for ways to make their products available to consumers
quickly and easily. By looking at new trends that favor social media consumers, such as
unfiltered, less staged content, companies are realizing that influencers who post content on
their profiles on a daily basis, which is a major feature of these trends, could be their new
channels of advertising and sales. of their products and services. Apart from being trendy, these
influencers are considered a cheap and "easy to do™ way of advertising, especially at a time
when costs in the marketing industry are reduced and companies do not have enough funds for
large ads. According to Lin, Bruning and Swarna (2018), influencers are a very important
marketing tool when it comes to promoting products or services. In a short time, influencer
marketing has become an integral part of business marketing strategies because they believe
that this way of advertising results in increased profits. Moreover, Batsis et al. (2019), sees
social media influencers as content creators who inspire, entertain, inform and connect with a
group of followers. Influencers have been used in marketing and advertising for years, but lately
they are gaining momentum. At the same time, traditional marketing methods are losing their
effectiveness. Today, consumers do not want to be sold, they want to create long-term
relationships. Companies use social media influencers to create these viral long-term
connections and connect with their audience. Influencers are leaders in link building and are a
great marketing channel that also allows consumers to more easily manage challenging times.
The direct communication that influencers have with their followers allows them to generate
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social conversations, encourage interaction and ultimately create trends that will be accepted
by followers. Companies, marketers and social media influencers already understand the need
for mass audiences to build personal relationships. Collaborating with influencers gives the
brand a human look. Their authentic content, especially in times of pandemic, is something that
people identify with. So brands that work with influencers can win over positive influencers, as
well as opinions about the brand. The greater the emotional connection of influencers with their
followers, the more effectively they can influence them to accept the products or services they
advertise (Ki and Kim, 2019). During the pandemic, influencers and brands began to change
their communications, moving away from the products and services themselves and closer to
creating value. According to Enberg (2020), brands increasingly trust influencers and give them
complete creative control that would create value in the new reality of people. These trends are
not new, they have just changed and unlike before the pandemic they are now focusing on more
organic and authentic content and the rise of everyday influencers. Enberg (2020) came to the
conclusion that the more a person trusts the more likely the influencer is to buy the product he
is advertising. On the other hand, the more authentic the influencer is, the more audience he
attracts and the easier it is to persuade them to buy the product he is advertising. Their research
shows that brands are much more likely to use influencers as a marketing tool during a
pandemic. Many brands have been forced to make these changes due to social distance and
mandatory quarantines. This period enabled greater interaction between brands and consumers
on social media. In fact, brands have had to connect with influencers who are realistic and loyal
to their followers to promote their products and services. But it is also crucial that influencers
research the brands they work with to maintain their credibility with their followers. They need
to know the values and mission of the brand. Just testing the products and deciding whether
they like it or not is not enough, as the majority of the population values when the company and
its promotions have sincere intentions. This is especially important for companies and
influencers, especially in difficult times like this, as the pandemic affects everyone. According
to Dias, Pessda and Andrade (2020), telling a story about a brand and promoting its values is
key to building relationships with followers. This new address model is a proposal for two-way
communication between influencers and their audience. Brands quickly realized that aggressive
promotional messages were no longer preferred by consumers, so they began to take a more
subtle approach. This subtlety must be precisely determined when creating the content
published by the narrator, the influencer. In the context of COVID-19, the content created by
influencers must be very well prepared to meet the expectations of the public. Influencers'
liabilities increased during the pandemic. Many brands have recognized them as a great tool for
conveying their message to the general public. As mentioned earlier, persistent quarantines,
self-isolation, and government protocols have all contributed to the possibility of traditional
advertising, especially when it comes to outdoor advertising. Therefore, each brand hurried to
find a suitable pair of influencers and continue with marketing activities. The benefits of the
influencers during the pandemic were also used by companies that had previously been banned
from advertising. Such companies belong to the tobacco industry and the pharmaceutical
industry. Rowell (2020) investigated the case of British American Tobacco who at the
beginning of the pandemic began to transmit universal health-related messages and hashtags
and effectively positioned themselves as representatives of public health. These messages were
later applied to protective masks that were distributed free of charge to influencers on social
media. According to Rowell (2020), the company’s strategy is to use the pandemic to improve
its corporate image, from villains to trusted health partners, by using influencers who will do
this for them and reposition them. The use of covert marketing tactics through Instagram
influencers is a key tool, given the existing restrictions on advertising. In turn, Instagram
influencers can profit from audience disorientation and unique commercial opportunities by
strategically positioning and raising their (global) profile.
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When it comes to the pharmaceutical industry, the pharmaceutical brands often use influencers
to convey their messages that are not clearly stated (Thomas, 2019).

3. METHODOLOGY

For the purpose of this research, the qualitative method was used; including 4 Macedonian
influencers that belong to different categories according to the content they publish. The survey
was conducted in the form of an interview consisting of 6 descriptive questions, which was
emailed to each influencer separately. Due to the pandemic, the interviews were not conducted
live. This research aims to help us understand the rise of Instagram influencers as a marketing
tool during COVID-19, what influenced their rise and how they behave during the pandemic.
It was previously agreed that the interviews would be presented anonymously. Influencer A
started its career in influencer as a primary activity more than five years ago. Now, dealing with
influencer is more like a hobby, but still not less valuable than her primary job. It belongs to
the category of microinfluenzars and according to the content it publishes, it is classified as an
influencer for restaurant food and travel, and more recently as a lifestyle influencer. Influencer
B is also an influencer as a hobby, but she still understands the responsibility she has towards
her audience, especially since she started growing. She sees her Instagram account as part of a
community of many influencers who post similar content and who are constantly supported to
strengthen this way of promotion. Influencer B is microinfluencer and belongs to the category
of travel influencer. Influencer C is an international Instagram influencer. Its followers are
mostly from the Balkan countries, but there are also followers from all over the world. She
started actively building her Instagram profile in 2018 and she belongs to the category of micro-
influencers. Its announcements are aimed at face and body care, usually through the
presentation of products for this purpose. Influencer D has been building her Instagram account
for more than 5 years. She is a model and this profession inspired her to start creating content
on her Instagram profile which belongs to the category of fashion and makeup. The content she
publishes is considered interesting by many women, so she started to increase the number of
her followers very quickly.

4. RESULTS AND DISCUSSION

Table 1. Important factors for influencer-company collaboration
What factors influence your decision to partner with a company, brand or marketing agency to promote their
products or services?
Influencer A The product or service | want to advertise must match my lifestyle and what | represent.
This means that even without cooperating with the brand or the company, | would
recommend them to my followers. The fee is also important to me.
Influencer B If it's something | would personally use or match with my image, | would accept
advertising it as well. It is important for me to have "tested" it before posting it on my
profile. So far | have refused several collaborations because | do not believe in their
products, but I have also accepted several collaborations for advertising products that are
not part of my category, travel, but still fit my lifestyle.
Influencer C The category of the product or service is most influential. If it matches my posts, ie if it is
from the category of face and body care, then they can be advertised on my profile. Also,
there should be no strict requirements from the brand or agency that will condition me to
give only positive reviews. Of course, it is important to test the product beforehand and
agree on a payment method.
Influencer D It is important for me to stay authentic. | want people who follow me to know that | would
really choose the product | am advertising. Therefore, as the biggest factor, | would say
that it is my interest in the brand. Sometimes the products | advertise do not belong to the
categories of fashion and make-up, but still suit my character.
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Table 2. Values as important factor for collaboration

If the company has different values from you, will it affect your decision to work with it, especially during a

pandemic?

Influencer A During this period it is very important for me to work with companies that are socially
responsible. However, we all need support and presentation of true values.

Influencer B I would not accept the promotion of products for which | personally have a reluctance to
use.

Influencer C Absolutely. If the values of the company are different from mine, then my followers may
perceive me in a wrong way.

Influencer D In the period of a pandemic, companies, above all, need to show care for their customers,

so if they do not have this feature, they would not cooperate with them.

Table 3. Content published during COVID-19

Did you change the content you publish during the pandemic? If so, what is the change and what is the reason

for it?

Influencer A

| have made very small changes to the content | am posting to accommaodate the situation.
If in the past | used to publish food that | eat outside in restaurants, now | often publish
home-cooked food. Also, due to the impossibility of traveling abroad, | focused my travel
announcements on interesting things that can be done in Macedonia. Among my frequent
posts were things | do at home, such as reading books, arranging, planting flowers, and so
on.

Influencer B

Yes. Given that | previously posted more "outdoor content™ during

pandemic almost all profiles including me have adapted by posting content from their
homes, such as less travel photos, more cooking content,

home decoration etc.

Influencer C

I made a change in adjusting the content to pandemic conditions. | focused more on the
face and body care they needed at home than on going out.

Influencer D

I personally did not make a change, but I noticed that several brands | work with at the
beginning of the pandemic began to adapt their products to the situation. During that
period, | advertised more clothes for the home, such as pajamas, tracksuits, etc.

Table 4. COVID-19 and its impact on collaboration
(Table ends on the next page)

How did the beginning of the pandemic affect your work and have you noticed any changes in the intensity of
collaborations with brands / companies / marketing agencies in the last year?

Influencer A

COVID-19 had a huge impact on the catering and tourism sector, and these are the two
categories that | publish the most. | must point out that with the beginning of the pandemic,
my engagements have drastically decreased, especially in the quarantine periods and the
periods when all the catering facilities were closed. However, as we learned to live with
the pandemic, engagements returned, even more so than before. Brands from every field,
food, beverages, Macedonian hotels, white goods, gift shops, skin care products and many
others started to contact me. | believe this happened because companies were looking for a
way to get back in touch with their customers and my group of followers found them
enticing.

Influencer B

My personal experience and perception is that the first 1-2 months of the pandemic
collaborations are decreased and those who were active collaborations were stopped
because it was pointless at the time

when it is recommended to sit at home, to do a promotion of services or products that
imply leaving home. But then the marketing agencies themselves adjusted their own
campaigns and strategies, so they increased their presence through influencers, because
and most of the users were in their homes and online. During that period they increased
promotions of hygiene and home decoration products, food, home entertainment
conditions, promoted reading, board games and the like.

Influencer C

The category | am posting for is always current, before pandemic and after pandemic, so |
did not notice any particular changes in the intensity of collaborations. The cooperation
with those companies that deliver their products and do not have physical stores may have
increased a bit.
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Influencer D

At the beginning of the pandemic, my collaborations with brands that had previously
called me at events or used me as a model in their campaigns, photo shoots and more were
reduced. However, | did not feel a big reduction in my engagements as many brands
started to contact me and started selling online. Well, so I got a lot of products at home and
posted about them from my home.

Table 5. Influencer’s working approach and its changes during COVID-19

opinion?

How do you most often work with brands / companies / marketing agencies?
Do they pay you to publish content specifically for their product, do they give you free products for which
you want to write only positive reviews, do they send you PR packages about which you can say your real

Avre there any changes in the way you pay for your cooperation during the pandemic?

Influencer A

Over the course of a year | receive more than 1,000 PR packages, so | only post content for
those who really like or like my character, which is rare. In most situations | cooperate
with money, ie they pay me to publish their products and services. During the pandemic
many companies tried to reduce the fee we agreed on earlier, but I do not make
concessions. Now more often free products are offered, so if | really need something, I will
accept such cooperation. However, even those who pay me for my cooperation, rarely
want me to publish only positive reviews. They usually tell me to express my honest
opinion. Knowing that | would not accept working with a brand with which we do not
have the same values, my criticism in most situations is positive.

Influencer B

I usually work with marketing agencies, and therefore the way my posts are paid is
monetary. My opinion is that the companies themselves are not aware of the impact in
recognizing the brand (brand averseness) that they can reach through influencers, hence
the collaboration with them more often it is based on compensation, of course if it is a
product | need.

Influencer C

I have collaborations of all kinds, but | prefer paid content. However, if | need a product, I
can get compensation. If it is a product that needs to be tested and | have not used it before,
| practice using it for at least a month, then sharing an opinion. I receive PR packages very
often, and sometimes if I like the product, I publish a story in which | express my opinion
and thank the company that sent it to me.

Influencer D

Mostly in cash, often accompanied by products from the brand that she would buy herself
anyway. During the pandemic, fees were reduced for the first few months. But I only
accepted this for brands with which | have been cooperating for many years. Over the
months, the old fees returned, and somewhere where the cooperation was quite successful,
they even increased.

Table 6. Sponzored posts

Do you put a declaration (that the post is #Sponsored, #NotSponsored, Paid partnership) on your posts and if
s0, why do you think it is important to do this?

Influencer A

If | say my honest opinion, | always write that the post is not sponsored. For those who are
sponsored, if it is with compensation | write a gift, and if it is a paid post | usually agree
with the client, because very often they do not want to know that the ad is paid. In the
latter case, if they do not want the "Paid partnership" declaration to be published, | always
try to support the advertisement with my real opinion.

Influencer B

So far | have not practiced and | have not been asked by the company that
Hires me.

Influencer C

I always put a declaration, because | think it is important for my followers to know and not
to be misled, what | personally chose, and what was offered to me by the company.

Influencer D

I only do this for longer collaborations, because it is important for the brands themselves to
have access to certain of my posts through which | promote them.

Itis crucial that influencers research the brands they work with to maintain their credibility with
their followers. They need to know the values and mission of the brand and at the same time
they correspond to the values and mission of the influencer.
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From the qualitative research one can come to the evidence that the most important thing for
the Macedonian Instagram influencers is the company and the product that they should
advertise to represent their character, to believe in the product and to respond to their previous
posts. In this way, influencers can maintain their credibility which is one of the main factors
influencing the purchase decision. During the pandemic, influencers and brands began to
change their communications, moving away from the products and services themselves and
closer to creating value (Endberg,2020). Telling a story about the brand and publishing its
values is the key to building relationships with followers (Dias, Pess6a and Andrade, 2020).
Influencers A, B, C, D point out that if their values that they want to present to their audience
are not in line with the values of the brand, they would not cooperate with it. Influencer C says
that if a company's values differ from its own, then its followers may misperceive it,
undermining its credibility and the trust they have in it. Several literature studies have reported
that influencers who put "all eggs in one basket™ suffered the greatest loss in terms of marketing
engagement and earnings during the pandemic. Such influencers are those who belong to the
categories of travel, makeup, fashion. Those influencers who managed to stay on top are those
who made changes to their content to bring it closer to the new situation, those who already had
a built-in "home influencer” profile or a category that was monitored before and during the Has
Covid pandemic (Arabianbusiness, 2020). This was noticed by the Macedonian Instagram
influencers, so all four interviewed influencers decided to make a change in their posts during
the pandemic. Those who used to deal mostly with food in restaurants, travel, (influencers A
and B) completely changed their content and decided to share more lifestyle announcements,
home-cooked food, things that can be done at home, such as reading books, flower growing,
landscaping. Influencer B continues to publish on the same topic, face and body care, but adjusts
its announcements to home care, while Influencer D makes the change because the companies
it works with decide to change products to make them more suitable for pandemic. The
beginning of the pandemic was difficult for any business, including influenza. Although none
of the influencers interviewed depend solely on the finances they receive from this profession,
they still have a large share in the comfort they want in their lives. As previously mentioned,
some of the influencers who publish in the categories of fashion, make-up, travel, food have
felt a change in the intensity of cooperation with companies. Influencer A says the closure of
restaurants and the inability to travel have reduced its engagement. Influencer B says the same
thing and publishes travel category content. She noticed a decrease in cooperation in the first
two months of the pandemic. Influencer D, which publishes content in the fashion category,
says that the reduction in collaborations occurred mostly during quarantines and when physical
distance was mandatory. Only Influencer B did not experience significant changes in the
cooperation with companies and brands, which concludes that the influencers who published
before the pandemic from home and made the necessary changes in time, are still a great
marketing tool for advertising products by companies and brands. . However, at a time when
people were locked in their homes due to quarantine or self-isolation, they spent much more
time online and increased media consumption (Arabianbusiness, 2020). This gives companies
the opportunity to direct their advertising campaigns to social media and, as part of it, to
influencers. If companies use influencers properly, they have a great opportunity to promote
their products and services. Some Macedonian companies have realized the importance of
influencers as part of their marketing strategies, so influencers A, B, C and D say that their
cooperation with companies has grown again, and in some cases more than before the
pandemic. Although the categories advertised by influencers A and B have not yet returned to
full swing, other home appliances, home and garden companies, books, garden centers, home
cleaning products, gift shops, have seen great opportunity to take advantage of the popularity
of these influencers and expand their target group of potential customers among their followers,
creating partnerships with influencers to promote products and services.
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Influencers B and D, on the other hand, noticed that they were most often contacted for
cooperation by companies that, during a pandemic, started selling online or delivering their
products at home. The introduction of new digital marketing channels, especially advertising
and selling on social media, can provide great benefits to both small and large businesses. These
strategies will enable them to diversify their sales and reduce their risk in the event of further
closure of their physical stores (Almeida et al.,2020). Influencers usually receive free products
(material compensation) or are paid (financial compensation) to include the products and
recommend the brand in their daily announcements and thus create the opinion of their
followers about it (De Veirman et al., 2017). Influencers A, B, C and D prefer the cooperation
to be financially compensated. However, they do not exclude the possibility of material
compensation, but only if they need the product that is offered. Influencer B says that when
cooperating with marketing agencies, the cooperation is always with financial compensation,
and if it cooperates directly with a company or brand, they often ask for it to be material
compensation. Influencer A says that even when the compensation is financial, it prefers that
the post should never be followed only by positive reviews of the product or service, ie it gives
a "two-way message”. The inclusion of negative information in the message may lead
consumers to think that the influencer is honest and gives real feedback on the product, rather
than just positive reviews (Uribe et al.,2016). Social media influencers are considered to be one
of the few forms of authentic communication, so collaborating with brands can call this
authenticity into question. For these reasons Influencer B says that whether it is material or
financial compensation, he always wants to test the product for at least a month, especially since
it is a face or body care product, before posting an opinion about it. , for her opinion to be
relevant and to maintain credibility. The way the cooperation is done determines the degree of
brand involvement in the announcement. If it is with monetary compensation, then the
involvement is great and the entire content of the post refers to the product or service. Sending
PR packages is considered a small involvement, where marketers send free products and hope
that influencers will publish at least some information about the product (Audrezet et al.,2020a).
This way of advertising can be profitable for companies, because the research concludes that
half of the influencers (influencers A and B) would publish an ad or story about the products or
services they received as a gift. It is ethically and legally correct for the influencers to state in
their announcements whether it is a matter of sponsored content or their opinion and
unobtrusive recommendation, ie to put a declaration. However, although this is a practice in the
world, Macedonian Instagram influencers rarely "mark™ their posts. According to the research,
the only influencer who does this is influencer B, who lives outside Macedonia. Influencer C
says she makes a declaration so as not to mislead followers into what her opinion is and what
is paid to be her opinion. Influencer A says that if it is its opinion, it always puts a
#NotSponsored declaration, and when cooperating with companies it often happens that the
company does not want the # Sponsored or "Paid Partnership” declaration to stand, because this
can reduce consumer confidence (Boerman et al., 2017). Influencer B never put a declaration
on the posts because it was never asked to do so, while Influencer D puts a "Paid Partnership"
declaration on technical grounds for the company he works with to have access to its posts.
Hiding ads in advertisements can sometimes be considered a fraudulent communication
practice (Cain, 2011). Therefore, companies, in agreement with influencers, should accept the
rule for declaring shared announcements.

5. CONCLUSION

As much as the beginning of the pandemic had a negative impact on every business branch, it
also had a positive impact on the occurrence of accelerated changes, especially in the digital
world. Companies that have moved their businesses online and developed excellent online sales
and product delivery systems, as well as those that use influencers as part of their marketing
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strategies, have been able to maintain the success of their business. At the same time, constant
quarantines, social distance and time spent at home have led consumers to increase their use of
social media, and thus to increase their follow-up with influencers. Influencers have become
their new friends and important advisors in the decision-making process. They can influence
consumer decisions if consumers find them passionate about their posts, credible and
transparent. Proper cooperation between influencers and brands brings many benefits to both
themselves and consumers, offering them relief in the purchasing decision-making process,
especially in the stressful period we are in and we need great support.

Limitations:

There are few limitations to this study. The results of this research cannot be generalized
because it was done on a convenient sample of very small number of respondents. To obtain
reliable results on COVID-19 impact on influencers, it would be necessary to conduct a survey
on a larger representative sample of respondents. In addition, this research was investigated
only in the Republic of North Macedonia, and therefore the additional studies should provide
more comprehensible analysis of such variables. Last but not the least, is the risk of social
desirability bias. Although the respondents are anonymous, still the level of honesty should not
be taken for granted.
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ABSTRACT

The interest in educated human capital is constantly growing, as it is considered as a key
element of economic growth of countries. In the presented article, we focused on the analysis
of university education in Slovak Republic. Universities play an important role in affecting the
development of regions. The main goal will be to explore the employment of university
graduates in Slovakia, while we analyze the employment of graduates according to selected
characteristics of universities in Slovakia, regional differences in the employment of graduates,
employment of graduates according to fields of study and also we deal with migration. Based
on this analysis, we can state that the largest number of university graduates is always located
in the place of graduation or in the surrounding regions. Universities also have a huge impact
on accumulation of higher educated people in the region. However, from all regions, a
significant number of graduates are located in the region where the capital is located, in
Bratislava. This region ranks among the most developed regions of Slovakia in all directions.
And so we can assume that if some Bratislava universities were not in Bratislava, they would
not have such a high employability of graduates.

Keywords: human capital, region, employment of graduates, migration

1. INTRODUCTION

Universities often support the migration of young people. This desire for education causes the
movement of human capital between regions. Therefore, it is important where such institutions
are located and how they affect their location and region of occurrence. Because human capital
is considered one of the main factors of economic growth. Localization of higher education
institutions affects the accumulation of human capital, because part of the graduates continue
their studies at the place of study after finishing school. The presented article focuses primarily
on the analysis of university graduates for the year 2018, which represents the new educated
human capital on the labor market in the conditions of the Slovak Republic. The article
primarily analyzes the number of university graduates and the employment of university
graduates - regional differences, the employment of university graduates by field of study and
the migration of university graduates in Slovakia.

2. LITERATURE REVIEW

Definitions of the term human capital are different. Many studies define human capital as
abilities, skills, knowledge and other personality characteristics that affect the economy. The
owner of human capital is an individual who possesses such characteristics. Gary S. Becker
(1993) was one of the main representatives of the concept of human capital. Recently, there is
more and more talk about the influence of human capital on development.
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However, this development may not coincide with national development or regional
development. In developing countries, these are internal factors rather than the impact of human
capital in the region on productivity in the economy. On the contrary, the redistribution of
factors has an impact in regional development. If these factors work together, the regions will
grow and prosper (Faggian, McCann, 2019). Currently, understanding this functioning is not
entirely easy, and therefore it is necessary to clarify certain facts such as how human capital
affects economic development and how migration between regions affects it. Many authors,
such as Friedman and Kuznets (1954), Gary Becker (1993) and many others, have tried to
capture this issue. It is universities that influence the development of human capital, which in
turn influences the development of the territory in which such educated human capital is
located. However, due to the fact that universities are located only in certain places or in certain
regions, migration is also an important factor. University graduates are considered to be an
important human capital that migrates precisely for the purpose of obtaining an education and
subsequently better job opportunities. These factors positively affect the ability of regions to
grow or negatively affect the ability of regions to grow (Faggian, McCann, 2019). Sprocha
(2011) and the results of his analysis point to the internal migration of people according to the
highest education obtained in the years 1996-2010. It points to the increasing representation of
persons with higher education in the total number of migrants. It is clear that university students
have the highest intensity of migration among all educational groups. The remaining groups of
persons with lower education are more likely to move to shorter distances or not at all, and
therefore their influence on regional differences is smaller (Sprocha, 2011). The university also
supports the quality of the local workforce through the education that its graduates receive.
Universities employ highly qualified workers in many scientific fields, which results in a high
concentration of knowledge at universities and its positive impact on the regional economy.
(Urbancikova, 2006) Florida (2005) in her article on the role of universities in regional
development holds the opinion that the wealth of universities, cities and regions are people,
their knowledge, creativity and talent. He is of the opinion that we should not see universities
as incubators of technological innovation, but on the contrary, he sees the future in people.

3. METHODOLOGY

The main goal will be to examine the employment of university graduates in Slovakia. The sub-
goals of the work are linked to the main goal, namely: To analyze regional differences in the
employment of graduates in Slovakia, To analyze the employment of graduates by field of study
in Slovakia, To analyze the migration of university graduates in Slovakia. The hypothesis is
based on the assumption that university graduates have a higher ability migration due to
employability, higher earnings and higher benefits to the quality of life. Therefore, they locate
in more developed regions, which offer them greater advantages, but this is associated with
higher costs of living than higher costs of housing, services or negative externalities associated
with more developed cities and regions (Faggian, Mccann, 2019). We obtained the available
data on university graduates from the project Application - in the footsteps of graduates, which
is based on the records of graduates from 2018. The project is implemented by the Ministry of
Labour, Social Affairs and Family of the Slovak Republic. The project is based on an interest
in objective information about the employment of high school and university graduates, which
would lead to the rationalization of decision-making by all actors in the labor market and in the
formal education system and significantly help to eliminate existing differences in the labor
market, leading to the prevention of their emergence in the future and ultimately enabled a
relevant and comprehensive evaluation of the results of the educational system. Data from the
project Application - following the footsteps of graduates are also linked to the website
www.portalvs.sk. On this page, all universities (35), faculties (117) and departments (4891) are
listed in one place.
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We have compiled a database based on this website and link. Based on the available data, we
will prepare a comparison of selected educational indicators in the Slovak Republic related to
university graduates.

4. RESULTS
In this subchapter, we will analyze the application of university graduates from a regional point
of view, from the point of view of scientific fields and migration of graduates.

4.1 Analysis of the employment of university graduates — regional differences

According to regions, university graduates achieve similar unemployment results to those
achieved by individual NUTS3 regions as a whole. Therefore, unemployment depends not only
on the quality of the university, but also on the development of the region and also on the
demands of the labor market. The highest rate of unemployment among graduates is achieved
in the PreSov Region at an average rate of approximately 8.32% compared to unemployment in
the region, which is 8.61%. Graduates of higher education institutions have lower
unemployment. It is followed by the KoSice region, where university graduates reach
unemployment of 6.27%, while the unemployment rate in the region is 8.17%. Graduates of the
Tren¢in Region achieve unemployment of 5.80%, the unemployment rate of the region is
2.93%. In this region, there is a significant difference between total unemployment and
unemployment of graduates. The next region is the Banska Bystrica region with a graduate
unemployment rate of 5.30%, and the unemployment rate in the region is 7.03%. The Nitra
region has an average rate of unemployment of graduates of 4.11%, and the average rate in the
region is 3.12%. The Trnava region has the third lowest unemployment rate of graduates with
3.54%, and the unemployment rate in the region is 2.31%. In second place is the Bratislava
region with a graduate unemployment rate of 3.15%, while the unemployment rate in the region
this year was 2.62%. In first place and with the lowest unemployment rate is the Zilina Region,
while in this region the unemployment rate of university graduates reached 2.68% and the
average unemployment rate of the region was 4.04%. The unemployment rate of graduates not
only tells about the quality of the school, but also about the maturity of the region.

4.2 Analysis of the application of university graduates by field of study

In the following tables, we analyze the 45 fields that graduates studied at Slovak universities.
Some fields require a larger number of graduates, while others require fewer. There are also
different genders of graduates in individual fields. Some fields are preferred by women and
others by men. We also focused on the top 10 fields with the highest number of male and female
graduates. Whereas for the male gender, fields such as acquiring and processing earth resources,
cybernetics, electrical engineering, informatics or mechanical engineering are in the first places.
On the other hand, in fields with a female focus, speech therapy and therapeutic pedagogy,
psychology, sociology and social anthropology, food industry and also pharmacy are at the
forefront. The fields with the best applicability include pharmacy, speech therapy and
therapeutic pedagogy, informatics, general medicine, cybernetics, teaching and pedagogical
sciences, mechanical engineering, chemical engineering, chemistry and economics with
management. Applicability in the field is also significantly influenced by the number of
graduates who graduated from these field. As an example, speech therapy, which was graduated
by only 19 graduates, and economics with management, which was graduated by as many as
3166 graduates. After the previous analysis of the top 10 fields with the best applicability, we
also analyzed the top 10 fields with the lowest applicability.
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Such fields include, for example, architecture and urban planning, sociology, woodworking,
arts and culture sciences, philology, philosophy, security sciences, health sciences, acquisition
and processing of earth resources, as well as geodesy and cartography. In this case too, it is
important to note that the number of graduates varies. We will continue to analyze
unemployment in individual branches.

Table 1: Top 10 fields of study with the lowest unemployment

Section Unemployment
1. | Speech therapy and therapeutic pedagogy 0%
2. | Acquisition and processing of land resources 0%
3. | Geodesy and cartography 0%
4. | Dentistry 0%
5. | Health sciences 0%
6. | Nursing 0%
7. | Physics 0%
8. | Informatics 0%
0. Chemical engineering and technology 1%
10. | General Medicine 1%

Source: own processing based on the project - Application - in the footsteps of graduates.

The table 1 shows the professions with the lowest unemployment rate. These trades primarily
have 0% unemployment, followed by trades with 1% unemployment. The fields with the lowest
unemployment, such as speech therapy and therapeutic pedagogy, acquisition and processing
of land resources, geodesy and cartography, dentistry and others listed in the table, have the
lowest unemployment. Subsequently, we continue with the analysis of the trades that have the
highest unemployment rate.

Table 2: Top 10 - fields of study with the highest unemployment

Section Unemployment
1. | Architecture and urban planning 67%
2. | Sports sciences 17%
3. | Veterinary medicine 11%
4. | Ecological and environmental sciences 10%
5. | Earth Sciences 8%
6. | Safety sciences 7%
7. | Historical sciences 7%
8. | Woodworking 7%
9. | Social work 7%
10. | Sociology and social anthropology 7%

Source: own processing based on the project - Application - in the footsteps of graduates.

Based on the table, the highest rate of unemployment in trade unions can be evaluated.
Undoubtedly, the highest unemployment is recorded in architecture and urban planning, up to
67%, it is this field that we also recorded in the first place in terms of the lowest employability
ratio. Sports sciences follow with 17%. Fields with a relatively high unemployment rate are
also veterinary medicine, ecological and environmental sciences, earth sciences and others
listed in the table.
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4.3 Analysis of the migration of university graduates in Slovakia

We understand migration as the transfer of human capital between the place of residence, the
place of study at university and the place of work. Therefore, in this work we analyze the
migration decision of graduates, such as the decision to stay and work on the labor market in
the place of study and location of the university or to leave to work elsewhere. We analyzed the
decision to stay to work after graduation in the region where the graduate studied or the decision
to leave for other or neighboring regions. Last part focuses on the analysis of the migration of
graduates by field of study. This analysis should tell us about the possible focus of the region
and the related migration of graduates.

Table 3: Analysis of migration of graduates by field of study in %
(Table ends on the next page)

Field of BA TT NR TN ZA BB PO KE
study/Region(%)

Safety sciences 36,33 6,22 2,56 9,67 20,67 | 9,33 | 7,56 7,78
Biology 58,82 3,45 5,63 8,55 4,10 4,20 | 891 3,00
Biotechnologies 63,40 1,00 8,60 5,20 10,00 | 7,80 1,60 2,40
transportation 40,71 2,86 1,43 7,26 32,57 5,86 6,71 2,29
Woodworking 25,00 3,67 3,67 0,00 14,00 | 10,67 | 16,67 | 26,00
Ecological and 38,92 3,50 4,92 1,83 6,25 | 18,67 | 9,67 | 16,00
Environment. science 40,74 6,79 9,31 6,69 10,52 7,43 9,92 8,60
Economics and 45,25 | 13,88 0,88 7,25 12,50 | 3,00 | 4,63 | 12,75
management 28,00 2,00 7,00 2,00 3,50 450 | 21,00 | 32,50
Electrical engineering 40,81 7,55 10,96 7,49 12,12 | 8,31 | 7,13 5,74
Pharmacy 24,20 1,60 15,80 7,60 5,60 560 | 23,40 | 16,60
Philology 67,00 0,00 33,00 0,00 0,00 0,00 | 0,00 0,00
Philosophy 82,00 0,00 0,00 0,00 9,00 0,00 | 0,00 0,00
Physics 62,67 2,33 6,33 2,78 4,22 0,89 | 27,60 | 5,89
Geodesy a 73,80 3,40 17,20 0,00 3,40 2,20 | 0,00 0,00
cartography 70,33 7,00 5,67 4,33 3,50 3,00 | 533 1,00
Historical sciences 37,45 6,77 9,85 6,85 11,02 786 | 10,64 | 9,68
Chemistry 47,17 5,83 3,17 11,33 | 13,33 | 5,00 1,50 | 13,33
Chemical engineeringa | 20,00 3,50 5,00 7,50 12,50 | 35,00 | 10,00 | 7,50
technology 41,00 | 12,00 6,00 12,00 6,00 6,00 | 6,00 | 12,00
Informatics 88,33 0,00 2,00 0,00 5,67 0,00 | 0,00 4,33
Cybernetics 52,50 5,50 8,17 7,42 6,50 401 | 7,75 8,58
Forestry 26,00 0,00 6,00 0,00 0,00 | 15,00 | 9,00 | 44,00
Speech therapy and 47,07 7,29 4,50 6,58 2,00 8,75 | 11,75 | 18,00
therapeutic pedagogy 31,23 | 17,15 | 22,00 5,92 8,92 6,62 3,77 477
Mathematics 32,00 | 10,25 | 15,25 5,50 850 | 1425 | 9,25 5,50
Media and 48,50 7,75 4,63 3,38 4,88 | 16,75 | 5,75 8,25
communication studies 47,56 5,78 11,00 2,67 5,56 7,67 | 6,11 | 13,56
Nursing 24,87 | 11,87 | 11,53 6,07 573 | 10,07 | 15,93 | 14,00
Political sciences 72,00 0,00 5,50 11,00 0,00 0,00 | 0,00 6,50
Half foot. a 41,87 1,67 3,67 11,73 | 13,73 | 2,80 | 1147 | 13,13
landscaping 27,19 7,57 10,83 8,34 13,42 | 9,53 | 1345 | 9,71
Food industry 14,75 0,00 18,75 1,25 0,00 0,00 | 40,50 | 14,75
The law 36,61 6,57 9,48 6,72 10,84 | 7,76 | 10,97 | 11,16
Psychology 30,85 7,45 10,41 7,89 12,65 | 8,90 | 12,35 | 9,57
Social work 10,00 0,00 20,00 0,00 0,00 0,00 | 20,00 | 50,00
Sociology and Social 37,50 | 25,00 | 23,00 4,00 8,00 2,00 | 0,00 0,00
Anthropology
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Construction industry 53,88 2,13 3,25 4,38 5,88 8,88 | 11,75 | 9,75
Engineering 37,50 9,50 6,25 9,50 12,25 5,50 7,25 | 11,50
Theology 20,67 2,33 8,00 2,33 18,67 8,67 | 19,67 | 20,67
Teaching and 36,71 2,71 12,86 6,71 17,29 514 | 10,29 8,71
pedagogue science 17,50 0,00 3,00 7,00 21,50 0,00 | 29,00 | 22,00
Art 0,00 0,00 0,00 0,00 0,00 17,00 | 41,50 | 41,50
Sports sciences 18,00 6,33 5,67 8,33 22,67 | 12,00 |10,67 | 17,33

Source: own processing based on the project - Application - in the footsteps of graduates.

As we can see, just as in the previous analyses, the Bratislava Region has a significant position.
In this region, there is a large representation of almost all graduates of the study fields.
However, we analyze the results of the table according to the regions of Slovakia in more detail.
Already in the previous findings, we found the results that 30.32% of graduates remained in the
Bratislava Region after graduation. Therefore, it is not surprising that the graduates of almost
all fields of study were largely located in this region. Based on the analysis, we can conclude
that the Bratislava region has a significant lead in this area as well compared to other regions.
We found that almost all branches achieve the highest percentages in the Bratislava Region.
However, there were study fields that achieved high application in other regions as well. Thanks
to this, the focus of the region can be predicted. Therefore, we conclude that it is not only the
quality of the university that matters, but also the focus of the region. Because a college makes
significant sense if it is located in a place where graduates can apply themselves in their field.
If it is not located in such a place, graduates migrate to find employment. Therefore, universities
have a huge influence on the retention or the accumulation of university graduates in the region
and thus indirectly affect the development of regional economies

4. CONCLUSION

In the presented article we analyzed 45 fields that graduates studied at universities in Slovakia.
Some fields require a larger number of graduates and others, on the contrary, a smaller number,
and the gender of the graduates in each field is also important. Some professions favor mainly
the female gender and others, on the contrary, the male gender. We analyzed the top 10 fields
of study with the highest and lowest applicability rates. While among the fields with the highest
applicability rate, fields such as pharmacy, speech therapy, informatics, general medicine and
cybernetics came out for us. On the contrary, fields such as architecture and urban planning,
sociology and social anthropology, woodworking, sciences of art and culture, and philology
came out with the lowest applicability rate. However, it is important to note that the number of
graduates of individual fields also plays an important factor in applicability The last subsection
was devoted to the analysis of graduate migration. Based on this analysis, we can conclude that
the largest number of university graduates is always located in the place of graduation or in the
surrounding regions. Also, universities have a huge influence on staying or the accumulation
of university graduates in the region and thus indirectly affect the development of regional
economies. However, for all regions, a significant number of graduates are located in the
Bratislava region. This region ranks among the most developed regions of Slovakia in all
directions. The Bratislava region offers a wide range of opportunities for employment and self-
realization. However, it is precisely the localization of a large amount of human capital,
especially the educated one, that provides the possibility of regional development of the region
and the competitiveness of the region. And we can also assume that if some Bratislava schools
were not in Bratislava, they would not have such high employability of graduates. Several facts
emerged from the results of these analyses. From the comparison of the regions, we can evaluate
the significant lead of the Bratislava region, in terms of the number of universities, the number
of graduates, the amount of the average salary, employability, the average rate of
unemployment, but also the location of the graduates.
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Because the Bratislava region had the best results for all these indicators. This may be due to
the fact that the Bratislava region is a region of the capital Bratislava, where there is a higher
standard of living, better opportunities for graduation, a greater number of job offers, better
applicability in the field, lower unemployment, higher incomes and also a higher quality of life.
However, there are also negatives associated with developed locations such as higher costs of
living than housing or negatives such as traffic jams and others. These positives and negatives
also affect the surroundings. For example, lower unemployment of graduates in the Nitra or
Trnava regions compared to other regions. On the contrary, on average, the worst results in our
research were achieved by the PreSov region, which in the case of comparison was last ranked.
This region had the lowest average wages of graduates compared to the regions and also the
highest unemployment rate of university graduates. In conclusion, we would like to add that
universities should also respond to changes in the labor market in order to achieve 100% success
rate in the employment of graduates. On the one hand, the quantity of graduates is essential in
order to cover the needs of the labor market. However, on the other hand, the quality of these
graduates is also important. The applicability of graduates on the labor market would certainly
be increased by more intensive cooperation between universities and employers of graduates,
either companies or the state apparatus itself. Because that's the only way we know which
graduates the given region or the labor market needs. It works in more developed countries and
we should take inspiration from such countries. Because high-quality human capital, as
empirical studies from world literature have already shown, is the driving force of economic
development. It is also extremely important for Slovakia's progress and increasing the
competitiveness of Slovak regions.
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ABSTRACT

Tourism is the fastest growing economic activities that Bangladesh is currently hailing towards.
Though Covid-19 left a very bad impact on the tourism sector globally, let alone in Bangladesh,
she looks to come up with full vigour using new techniques and changing the trends to attract
more tourists. Using new technologies to provide guests a better experience will enable
Bangladesh tourism industry to maintain the steady growth it makes. It will change the
negatives and help sustain through better management.

Keywords: Bangladesh, new technologies, new trends, sustainable, tourism.

1. INTRODUCTION

Tourism industry is never static, it’s always changing and the most dynamic one. Globally it
reached its peak in 2018 with the highest record of international tourist arrival as declared by
the United Nations World Tourism Organization (UNWTO). A total of 1,326
million international tourist arrivals were recorded in destinations around the world, which is
86 million more than in 2016. Yet, like all other industries of the world, tourism sector
undeniably is facing big challenges and uncomfortable changes after the Covid-19 pandemic.
During the pandemic outbreak and lockdown in many parts of the world, habits of people have
changed a lot. People remain more depended on technology, work from home; internet becomes
the most powerful tool to communicate globally. As most of the people, including all tourists
and tour operators, travel agents, hospitality service providers depend on technology, tourism
trend has taken a new dimension. Technology has empowered the industry management and
tourists to explore, encounter and reach new unexplored areas by facilitating on-line travel,
accommodation booking, and many more. With the rapid technological advancement, the
tourist desires to have novel experiences are also changes; and it helps tourism industry to
constantly transform into a new dimension. Thus tourism industry is witnessing some new
trends as this industry has intense potential to grow and generate revenues. The changing trends
and technological developments help tourism of Bangladesh to expand the horizon of the sector
and generate avenues to generate more foreign revenues. Paper explores new shaping trends in
global tourism industry today.

2. DIGITALIZATION IN TOURISM

World moves faster with the advancement of digital technology. Currently tourism
development accelerates and achieves its target due to the rapid development of digital
technology. We can notice a great change in the taste and trends of global tourists. Now-a-days,
prior to take a journey to any destination, tourists check the status of the proposed destination,
weather condition, local culture, food habits, current events, places of specific attractions, and
also for travelling purposes like using inexpensive flights, renting a car, etc. using the digital
technology. Tourists commonly use mobile apps for directions like compass, Google maps, for
personal assistance apps for currency converter, world time zone, weather, language
translations, locating accommodation or places to eat, and of course use on-line booking.
Digitalization in tourism can be divided into more segments like: a. automation, b. on-line
booking and c. tech-empowered travel.
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2.1. Automation

Earlier days, tourists have to visit a travel agency or tour operator’s office to talk, negotiate and
decide to travel a destination. Automation changes everything. Now digitalization changes it
completely. It helps both way, saving advertising and office cost of the travel agencies as well
as time and money of tourists. Moreover, tourists enjoy the experience of findings options from
the on-line, confirms booking and enjoy travelling. From the report of Arrival Travel (2020) it
is found that travellers are accustomed to book a trip on-line, but the service provider are lagged
behind. More travel and tour operators are now adopting technology to give customers better
experience and make more profits. In 2019 about 71% of travel operators surveyed were using
reservation technology, but in post-covid period automation is rising faster in the sector to
remain competitive and generate more profit for better sustainability. Bangladesh government
has declared to complete its digitalization pathway by 2041 in every sector and tourism will be
one of the pioneers in this respect.

2.2. Mobile booking

Another important trend, as a part of digitalization, is mobile booking. Mobile operators report
that 2 out of 5 on-line booking are made on mobile devices. More interesting facts are: tourists
booked trips on mobile phone spend 50% more on tours and other activities, and they usually
leave on-line reviews twice than other tourists. So, Bangladesh travel and tour operators also
go with this trend of the tourists, ensuring in-line booking using mobile apps.

2.3. Tech-empowered travel:

We have already mentioned about automation and mobile bookings as some of the current
trends in the tourism sector. In addition to that existing and emerging technologies will continue
to influence travel in many other ways. As from a recent study Amadeus stated that technology
and innovation seem to be one of the keys in building confidence of the tourists. Technologies,
during the post-covid world, is going to be more crucial as international tourists need to present
digital covid vaccination certificate as an essential travel document. Also tourists need access
to information on-line while in abroad. After pandemic time, tourists now more prefer to have
self-service check-in, contactless payment just to maintain a safe distance. We also notice that
virtual tour experiences obtained very significant popularity during the lockdown periods, and
it was possible because of the digitalization process in the tourism sector. Bangladesh initiated,
though in very limited numbers, digital check-in and check-out by the tourists to ease the
process and contactless services in the reception desk. Since technology is bringing changes in
the mind of tourists, travel and tour operators also welcomes the new trend to reach their guests
and clients to provide them with the satisfactory service. Digitalization also contributes for
promoting their products and services through on-line marketing and establishing a branded
image of the business.

3. SAFETY

Though the post-pandemic tourism industry looks brighter again, there are still many safety
concerns regarding covid-19 as well as other health related issues like the outbreak of
monkeypox in May 2022. The main health concerns include the fear of being caught by corona
virus again during the travel which may cause to remain in quarantine or in self-isolation that
ultimately destroy the joy of travel. Moreover, many tourists feel that they have to cancel the
planned trip just because of entry restrictions to certain places in the world.

Now, everyone has to deal with the health issues of the tourists as first concern before making
a tour plan and implement the same and Bangladesh is no exception in this regard. All relevant
service providers of the tourism and hospitality are following the covid-19 protocol while
providing services to tourists in Bangladesh.
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4. BLEISURE TRAVEL
Bleisure is the mix of business and leisure, and over the last few years it becomes a new trend
to mix a business tour with the leisure. Bleisure travel is one of the mostly frequently growing
trend where business people extend their tour to leisure activities. In a recent study by the
Expedia.com is it found that 60% of the US business tours incorporated the leisure elements.
Bleisure is getting more popularity nowadays:
e AMEX Global Business Travel reports: 57% of companies have a policy for young
employees to extend business trips with vacation time.
e 74% of frequent business travellers wish their corporate travel policy included a budget
for entertainment and while normal business trips last 2 days on an average, bleisure
travels can often be 6 days long or more.

The above mentioned reasons justify why bleisure travel is a new trend and getting popularity
day by day. Most important consideration is bleisure travel is beneficial for the employee’s
satisfaction and it costs next to nothing for the employers. Booking.com suggests that 30% of
people would accept a job with a lower salary if it offers more business trips. Moreover, during
the pandemic time and currently in post-covid period many offices encourage work remotely,
making it easier to work and travel for fun. A new type of digitalized tourists group is termed
now as “digital nomads” who are basically freelance entrepreneurs. Our own experience is not
much different, as whenever we get a chance for a business trip outside, people usually take 2-
3 days extra to explore new destinations and cultures. Without being aware, we are becoming
part of bleisure tourism.

5. STAYCATION

A bit similar types of new trend is staycation — that represents a holiday spent in one’s home
rather than going abroad. It gains popularity during the covid-19 pandemic time. This often
involves day trips for exploring local attractions and activities by a person. This type of vacation
is ideal for the persons who deem to escape from their homes but want to avoid the ongoing
covid-19 restrictions by following set regulations. Though the travel restrictions are getting
easier day by day, yet the new trend of staycation may continue for few more years as the
tourists in this case support their own local markets to grow, and feel safer and secure in their
homely holiday environment. In Bangladesh it rises more than in neighbouring countries, as
many top business people remain at their holiday homes near the city (Dhaka) but away from
the crowds (in Gazipur), help local community to come up with services.

6. PERSONALIZATION

Personalization is another new travel trend that has seen a huge growth in recent years, and we
believe it will continue to grow in the days ahead. According to Think with Google, 57% of
travellers express that hey love to have personalized experience while taking services from the
travel organizations, and should be based on their needs, behaviours, personal preferences, and
past choices. Personalization is more significant when it comes to the actual tour or activity. By
offering flexible experiences that can be tailored to a traveller’s needs, the travel organizations
can provide better satisfying services to tourists, and that can lead to have repeated visits by the
travellers. Following the trend, Bangladeshi travel organizations are now focusing to provide
customer-oriented services that starts from the time they see an advertisement on social media
or on company website. The communication also echoes with what the specific tourist prefers.

7. SUSTAINABLE TOURISM

During the post-covid period sustainable travel is going to be one of the key factors to the
recovery and the future of the tourism industry. As the effects of climate change have become
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more apparent over the past few years, eco-friendly travel is now a priority for many tourists.
Many countries are urged to accelerate climate action in tourism, hence the demand of
responsible travel is on the rise. The conscious travellers love to explore the world with more
sustainable way while assisting the local communities, safeguarding the nature and the planet
for the next generation. Tourists have the mindset to take their travel choices with the
environment in mind. But we have to remember that the sustainability is not only about the
environment, it is also about making a positive impact on the lives of the people, on cultures
they are going to experience, and the economy of the destination. In connection to this, two
more trends can be sub-categorized: a. Active tourism, and b. Cultural engagement.

7.1. Active tourism:

Active tourism is the trend that has emerged in response to the calls for more sustainable and
thoughtful tourism. It encourages combining the passion for travel with direct involvement in
conservation and supporting the local environment. Tourists help the nature to keep clean and
safe, they participate in activities, like beach cleaning, enlightening youths by tree plantation,
etc. From the result of recent survey made by Amadeus it is found that during this rebuilding
time of tourism, travellers consider cost-effective sustainable travel as top priority. 37% of the
travellers surveyed think that opportunities for the tourists’ involvement in the preservation of
tourist destinations will help the industry to become more sustainable in the long term.

7.2. Cultural engagement

Tourists’ cultural involvement with a destination’s cultural attractions and events is another
major new trend and this sort of tourism is growing further by culturally motivated people.
According to UNTWO, international tourists engaging in cultural activities accounted more
than 500 million in 2017, and it grows more even after the pandemic covid-19 affect. Mostly
city tourism relies on culture as a major product, though in Bangladesh rural tourism is more
connected with cultural tourism. It may be because of the origin of culture in Bangladesh is
rural based. This new trend of tourism includes another factor ‘experiential tourism’ where
interaction between a tourist and local resident plays the key role of sharing experience and
obtaining satisfaction. Both tourists and local residents like to see the growth of cultural tourism
as it help increase of local income and support for local cultural institutions, (Richard, 2006)

7.2.1. Experiential tourism

Every tourist now-a-days like to have experience — a lifelong experience from a visit. This
notion helps the experiential tourism to grow faster and be a part of the new trend this days.
Tourists love to obtain an emotional bonding with nature as well as local culture to have an
authentic experience from the travel destination. They mix with local and experience the culture
of the people. In CNBC published a report of the Harris Group (2016) where it showed that
“72% of Millennial are prioritizing ‘experiences’ over stuff”; they prefer to spend more money
on experience than on material things. The experiential tourism grows faster than other new
trends and draws varieties of experiences. It also includes food taste of the destination,
introducing culinary tourism.

7.2.2. Culinary tourism

Culinary tourism enables tourists to enjoy different local cuisines, maybe even staying with
local families rather than in hotels. They love to learn how to cook some of the items they taste,
and interact with the locals closely and watch their ways of life. Sometimes tourists visit food
festivals, join culinary competitions, visit farms and fields to have the most authentic
experience. Here | like to add further that there is huge opportunity to attract foreign culinary
tourists to Bangladesh as she has a long history and culture of food heritage.
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Bangladesh can easily catch attention of the neighbouring countries like India, Nepal, Pakistan,
Sri Lanka as well as China who are nearly one third of the total population of the world. Many
of them will find some similarities of recipes, cooking style and origin of the food.

8. WELLNESS TOURISM

It’s another current trend of travel that gets high demand day-by-day. Though Bangladesh
cannot capitalize on the wellness issues, but cannot ignore the trend as a faster growing trend.
It becomes reverse to Bangladesh as many Bangladeshis are travelling to India, Thailand and
Singapore for health issues, taking treatment for the places which are better service provider in
this respect.

9. CONCLUSION

Travelling is a very dynamic sector and embraces changes everyday. Many new trends are now
extremely popular whereas they were quite unnoticed or unknown even few decades earlier.
The industry is more rely on the quickest developed technology and tourists as well as tourism
organizations like to take the best support of the technology for obtaining and providing
services. With the introduction of new apps, on-line services, flight connectivity, travelling
modes, comfortable accommodation and quality food and drinks technology helps the tourism
industry progress faster. We do hope that now during the post-covid period with better
management Bangladesh tourism will bring the momentum again with assistance of the
technology and nurturing the new trends to attract millions of tourists.
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ABSTRACT

Israel is a vastly multi-cultural society with various religious affiliations, secularism,
ethnicities, cultures, and social-economic groups. The task of developing and implementing a
nationalized education curriculum for these various sectors and cultures is a complex task
which incorporates many protocols and involves various stakeholders who motivate and
influence the whole process. As English is an international language, it is a compulsory subject
in Israeli schools from 3rd-12th grades, and a great deal of emphasis is placed on the Israel
English curriculum in schools; however, each school may have different methods of
implementing the national English curriculum and will therefore lead to different outcomes.
The English Matriculation Exam (Bagrut), is a national standardized exam for high school
students which has the goal of determining the achievements of students in their English
language skills. Data on the success of the Arab and the Jewish population (success in
matriculation exams and tests of Indicators of Efficiency and School Growth- IESG) that are
published annually by the Ministry of Education reveal a significant gap between the scores in
English among the Arab population and the Jewish population. School principals are
responsible for ensuring the management of the school and the success of their students’
educational achievements. Their management style highly impacts the pedagogical methods
and activities which are integral to leading their students to achieving higher scores on
standardized tests and superior school rankings according to the Ministry of Education. There
are various styles of school managerial leadership which may be linked to cultural norms and
lead to various outcomes in achievement. How do cultural differences and methods of
management in schools affect the results of Israeli high school English matriculation exams
and students’ general English skills?

Keywords: School principals, leadership styles, transformational leadership, transactional
leadership.

1. INTRODUCTION: LEADERSHIP

In order to ensure a state of order and consistency in any organization, including a school, good
management is essential. Good management requires setting goals and methods into place in
order to strive for better outcomes and for challenges to be faced efficiently (Ubben et al., 2004).
The school principal is therefore a position which serves to keep the school functioning
according to the norms set in place and the goals which have been defined. When challenging
situations arise, conditions not met, or the school is not achieving its goals, the principal is
expected to take corrective action in order to function effectively.

In addition, the principal must have a long-term vision which does not simply follow a status-
quo, but is constantly searching for ways to adapt to the times, surpass current standards, and
continue to lead the school in a positive direction. (Amanchukwu et al.,, 2015; Avolio et al.,
2009). There are various styles of leadership which are conducive to running a school. The
following research focuses on two different approaches: transactional leadership and
transformational leadership.
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1.1. Transactional Leadership Style

The transactional leadership style is generally considered to be more of a management type of
approach which focuses on a leader who is in charge of a team who is expected to follow orders
of the leader. This leader is in charge of employee or team compliance as well as supervising
the team, organization, and group performance. Leaders of this approach are generally keen to
keep the status quo of the organization and are hesitant to make changes in running the
organization as it may cause rifts (Yukl, 1999). There is a more strict sense of hierarchy as the
employees are directly responsible for acting according to the leader’s guidelines with less input
from the employees as to how the organization should be run. As there is more of an emphasis
on the processes necessary to lead to successful outcomes as opposed to focusing on a future
vision, (Odumeru & Ifeanyi, 2013), there is more of a concentration on contingent positive
reinforcement or contingent negative reinforcement. With regards to school management, the
relationship between the staff and the principal is based on the staff strictly adhering to the
objectives, curriculum, pedagogical methods, and assessment methods outlined or approved by
the principal (Burnes, 1978). The principal’s approval over the methods is essential in
transactional leadership while the implementation of the methods lies on the staff. A staff
member who veers away from this system will be punished or terminated from their position
as they are expected to comply. On the other hand, an employee who abides by the guidelines
and meets target goals in a timely manner will be rewarded. This type of approach results in
preserving the status-quo by rewarding adherence and dismissing non-compliance, regardless
of the outcome of the non-compliance. This approach, according to Yukl (1999), is most
efficient in times and situations of crisis and emergency as there is no room for negotiation,
trial and error, and there is a necessity to be a cohesive unit which is based on a united strategy.
In addition, when specific tasks must be completed with specific goals, this method is
considered to be efficient.

1.2. Transformational Leadership Style

The transformational leadership style has a less rigid hierarchical structure and is based on the
concept that the leader’s place is to facilitate the team to perform better as opposed to directing
them toward a specific direction. Bass (1996) considers this to be superior to transactional
leadership as each component of the group has the ability to take initiative, work according to
needs and strengths, and be empowered. The leader does not make all managerial decisions,
rather works to inspire their staff and empower them intellectually in order to help them to
achieve their goals and targets. The methods and decisions do fall solely on the leader, but on
every party involved. The staff is not only the implementers of policies and methods from
above, they are also creators and decision-makers and part of the process of goal-setting and
long-term visions. The leader acknowledges that setting structures which are meant to be one-
size fits all is not the best way to lead, and would rather empower each individual to add their
own unique qualities to the school. As a result of this empowerment, staff members have the
potential to highly influence the direction of the school (Bass & Riggo, 2006). Therefore, the
teachers also have the potential to influence student achievement, school, and classroom climate
(Brown et al., 2004) as they add their own abilities and characteristics to their own classroom.
The school leader is considered one of the most influential factors which affects the
development of the quality and school environment (Cohen et al, 2009), but the relationship
between the leader and the staff must be based on trust on all sides to ensure successful
outcomes. This type of leader sets clear goals and objectives based on rationale, and stimulates
the motivation of the staff to secure commitment to these goals (Sergiovanni, 2007).
Transformational leadership style has an impact on teachers' ideas of the school and their
commitment to change, as well as student achievements (Bird et al, 2009; Hallinger and Heck,
1988), thus, they inspired high performing schools.
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According to Warrilow (2012), there are four basic elements of transformational leadership
style: charisma, inspirational motivation, intellectual stimulation, and individualized attention.
Each of these aspects of a transformational leader are required to this approach to be successful.
A charismatic leader will be one that can stimulate the staff to work more effectively, an
inspirational leader will motivate the staff, the intellectual stimulator will encourage creativity
and problem solving, and a leader who gives individualized attention will serve as a personal
mentor which can instill confidence and give guidance when necessary.

2. METHODS

The quantitative study included three groups: 40 high school principals, 324 English teachers
(about 8 teachers from each school), and 212 parents of high school students (about 5 parents
from each school). The participants were recruited from 40 high schools in Israel (31 Jewish
schools, 7 Muslim schools, 2 Druze schools) in order to understand how these populations are
interrelated. Each of the three participant groups were asked to fill out a questionnaire. The
teachers’ responses were coded on a Likert scale to be analyzed according to the following
variables: English professional development, English professional development needs,
feedback, effect of feedback, teacher’s Involvement, job satisfaction, school satisfaction,
principal’s involvement, transformational leadership of principal, and transactional leadership
of principal. The parents’ responses were coded on a Likert scale to be analyzed according to
the following variables: importance of learning English, English at home, parental involvement,
motivation of child, and satisfaction of child. The principal’ responses were coded on a Likert
scale to be analyzed according to the following variables: activities to improve school
performance, time allocation, school evaluation, teachers’ evaluation, lack of resources,
students’ problems, teachers’ problems, principles’ responsibility, and importance of good
teachers.

3. RESULTS

3.1. Arab vs. Jewish Principals

The following table shows the comparisons between Arab and Jew principals. Jewish principals
(Mean = 2.25, SD = 0.43) report lower frequency for conducting evaluation for their teachers
in comparison to Arab principals (Mean = 2.74, SD = 0.59), (F@, 38 = 7.69, p < .01).

Jewish principals (Mean = 2.93, SD = 0.24) report higher importance of good teachers in
comparison to Arab principals (Mean = 2.73, SD = 0.28), (F(, 3s) = 4.15, p = .049).

Jewish parents (Mean = 2.12, SD = 0.75) marginally report fewer student problems in
comparison to Arab parents (Mean = 2.67, SD = 0.76), (F, 38 = 3.36, p = .06).

Table following on the next page
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Table 1: Comparison between Jew and Arab principles

Variable Jews Arab F P
M(@SD) M(SD) (4,38)

Close supervision of school management 2.72 2.86 0.50 .50
(0.49) (0.60)

Activities to improve school performance 2.74 2.95 2.44 13
(0.36) (0.31)

Time invested percentile in administrative work 55.97 47.78 212 A5
(15.19) (12.28)

Time invested percentile in teaching related subject 17.10 18.89 0.23 .63
(9.90) (9.28)

Time invested percentile in district subjects 9.55 11.11 0.54 47
(5.04) (7.41)

Time invested percentile in representing school 17.39 22.22 1.08 31
(12.03) (13.25)

School evaluation 2.88 291 0.09 .76
(0.27) (0.18)

Teachers’ evaluation 2.25 2.74 7.69 <.01
(0.43) (0.59)

Lack of resources 3.27 3.19 0.11 74
(0.61) (0.43)

Problematic students 2.49 2.34 0.65 43
(0.52) (0.35)

Students’ problems 2.12 2.67 3.67 .06
(0.75) (0.76)

Principal’s responsibility 9.52 0.56 0.00 .95
(1.71) (2.13)

Importance of good teachers 2.93 2.73 4.15 .049

(0.24)  (0.28)

Figure 1: Graphic representation of Table 1
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As seenin the table, there is very little distinction between Jewish principles and Arab principles
with regards to most of the variables although Jewish principles spend more time on
administrative work while Arab principles spend more time on representing the school.
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The glaring difference is that the principal’s responsibility is far greater in the Jewish sector in
comparison to the Arab sector.

3.2. Management Styles and English Teacher Functioning

To analyze the influence of the principal’s leadership approach with teacher functioning,
Pearson correlations were calculated between teachers' perception of involvement of the
principal, transformational leadership and transactional leadership with teachers’ functioning
and development. A positive correlation was found between teacher involvement to the
principal's involvement (r = .15, p < .01). Moreover, a positive correlation was also found
between the school satisfaction to transactional leadership (r = .12, p =.02). In other words, the
greater the teachers’ satisfaction from the school the greater the transactional leadership.

Table 5: Pearson correlations between principals’ management styles and
teachers’ functioning and development

Principal’s Transformational Transactional
involvement leadership leadership
English Professional Development .09 -.05 -.05
Informal professional -.08 -.08 -.08
Development
Days professional development -.02 -.05 -.05
Days professional development .03 -.04 -.05
compulsory
Days professional development pay -.12 -.08 -.03
English Needs average .09 .04 10
Feedback principle -.03 -.10 -.07
Teacher involvement 15%* -01 .04
Job Satisfaction .09 .01 .05
School Satisfaction .05 .04 2%

*p<.05, **p<.01

3.3. Management Style as a predictor for English grades

A regression model showed that the six independent variables accounted for approximately
10.80% of the total variance in the English grades (F (s, 199) = 4.03, p <.01). English grades have
been shown to have positive connections to principal's involvement (beta =.22, p < .01) and
school management close supervision (beta = .15, p = .04) which means that the greater the
child’s grades, the greater the principal's involvement and the school management's close
supervision.

Table 17: Standardized coefficients to predict English grades from the classes

beta
Principal’s involvement 22%*
Transformational leadership .09
Transactional leadership .02
Principles Responsibility -11
School Management Close supervision 15*
School Management Improving A2

*p < .05, **p < .01

The data shows that Jewish teachers report higher principal involvement in comparison to Arab
teachers which validates the data that Jewish principals feel more responsibility in their position
than Arab principals. Jewish principals also reported lower frequency of teacher evaluations,
and attributed higher importance of good teachers in comparison with Arab principals.
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In analyzing associations between management styles and English teachers’ functioning at
school, a positive correlation was found between transactional leadership of principal and
teachers’ satisfaction from the school. It was also found that the higher the teachers’ reports
regarding principal's involvement, the higher principals’ reports for improvement in the
management. High involvement among principals was positively associated with parents’
reports about their child's motivation, satisfaction and their children's English grades are higher.
High transformational leadership of principles was positively related with parents’ involvement
at English studies and child’s motivation, satisfaction and grades.

4. CONCLUSION

The data has shown that good principals are involved in school leadership in addition to
management. The evidence points to the transformative leadership style as contributing to more
success in English achievements specifically. As it is more empowering, internally motivating,
and not based on external motivation such as positive and negative reinforcement,
transformational leadership would have a significant impact on the English grades of Israeli
high schoolers. The difference between the Jewish and Arab sector may lie in the differences
between school leadership approaches. In fact, Jewish principals attribute greater significance
on quality English teachers and feel a greater responsibility as principals leading to more
personal involvement in school functions. Therefore, Arab sector schools should encourage
more involvement of the school principal, not only as an empowering leader, but also as a
manager, in order to minimize the gap in English grades and scores.
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ABSTRACT

Economic convergence has attracted considerable interest since the 1980°’s where researchers
attempted to discern whether impoverished countries will continue to be so in the longer term
or will they catch up and be the wealthy nations of tomorrow. Due to globalisation, this catching
up phenomenon has received much attention in the past two decades and therefore attention is
now being redirected to emerging economies. This paper sheds new light in this area from an
African perspective as it comparatively analyses 39 countries: South Africa, and the 38
Organisation for Economic Cooperation and Development (OECD) members. Investigates
their respective average steady state equilibriums, testing convergence patterns from 1980 to
2019. The requisite method for this investigation is the Solow-Swan model (1956) as its
application formed the foundation of several fellow researchers investigating similar topics.
Furthermore, the Sala-i-Martin (1996) derivative of S-convergence and a-convergence as a
measurement to test convergence of regions and countries was also applied. To the best of this
researcher’s knowledge, there is little to no empirical studies investigating the phenomena in
an African context. Furthermore, the continents of Asia, Australasia, Central Eastern Europe,
Europe, North America, and South America are represented in this group of countries. This
will allow South Africa’s developmental performance to be plotted relative to a representative
international benchmark. The analysis revealed that despite the level of technology available
in each of the OECD countries, data of the collective average indicates that it is not being
exploited to harness its full capability, therefore producing an output lower than its steady state
equilibrium. However, the economic performance of South Africa is considerably lower, where
the OECD average GDP per capita is more than double than that of the country over this 39-
year period. Furthermore, it will take South Africa approximately 67 years to reach the 2019
OECD average GDP per capita.

Keywords: Convergence, Economic Development, Emerging Economies, Endogenous growth
theory, Southern Africa

1. INTRODUCTION

The convergence debate gained traction during the 1980°s and stems from the need of
economists to answer several questions; one such is whether poor countries will continue to be
poor in the longer term or will they catch up and be the rich nations of tomorrow. Sala-i-Martin
(1996) posits that there are two reasons for the increase in popularity to investigate; firstly, it
was put forward to test the validity of modern theories of economic growth and enabled the
calculation of time estimates for convergence across economies. Secondly, macroeconomic
data became more widely available that allowed international comparability across many
nations therefore enabling to plot the evolution of growth levels over a period (Sala-i-Martin,
1996). The investigation into the evolution of these growth levels gives impetus to the
convergence hypothesis predicting that poor nations will develop at a higher rate than richer
nations that are at a steady state output level, given the assumption that the only difference
between them are the initial levels of capital.
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The poor nation who initially starts farther away from their steady state, however as levels of
capital increase, the economy grows rapidly then the growth rate starts to decline as it reaches
its steady state. Barro & Sala-i-Martin, 1991; Mankiw et al., 1992; Sala-i-Martin, 1996; Sahoo
et al., 2010; Zeng, 2015; Lengyel & Kotosz, 2018; Monfort & Nicolini, 2000; and Kan6 &
Lengyel, 2021 have extensively investigated convergence patterns of developed economies in
Europe and North America; to a lesser extent developing economy’s focusing largely on Asia.
To the best of this researcher’s knowledge, there is little to no empirical studies investigating
the phenomena in an African context. Therefore, the Republic of South Africa, hereafter
referred to as South Africa, acknowledged as the gateway and the most structurally advanced
economy in Africa was chosen to contribute new knowledge to the broader body of work in this
area. According to the World Bank, South Africa is classified as an upper middle-income
country and therefore as an emerging economy, it is justifiable to comparatively analyse its
economic performance with that of the developed economies that collectively constitute the
OECD. Furthermore, the continents of Asia, Australasia, Central Eastern Europe, Western
Europe, North America, and South America are represented in this group of countries.

OECD Member countries as at May 2021
Australia Czech Republic | Hungary Lithuania Portugal Turkey
Austria Denmark Iceland Luxembourg Slovakia United

Kingdom

Belgium Estonia Ireland Mexico Slovenia United States
Canada Finland Israel Netherlands South Korea
Chile France Italy New Zealand Spain
Columbia Germany Japan Norway Sweden
Costa Rica Greece Latvia Poland Switzerland

Table 1: OECD member countries. Author's own construction.

This paper sheds new light in this area from an African perspective as it comparatively analyses
39 countries: South Africa, and the 38 Organisation for Economic Cooperation and
Development (OECD) members. Investigates their respective average steady state
equilibriums, testing convergence patterns from 1980 to 2019. This will allow South Africa’s
developmental performance to be plotted relative to an international benchmark.

2. THERORETICAL BACKGROUND

The Solow-Swan model (1956) is used as the foundational theory for investigation into
economic growth and convergence when determining the steady state equilibrium of countries.
The Sala-i-Martin (1996) application of beta (p), alpha (o) and conditional convergence as
measurements to test convergence of regions and countries (Saba & Ngepah, 2020).
Neoclassical growth model predicts “that the growth rate of an economy will be positively
related to the distance that separates it from its own steady state. This is the concept known in
the classical literature as conditional B-convergence. There is absolute -convergence if poor
countries tend to grow faster than rich ones” (Sala-i-Martin, 1996:1020). Sala-i-Martin
(1996:1020) further elaborates that a-convergence can be defined as “a group of economies are
converging in the sense of a if the dispersion of their GDP per capita levels tends to decrease
over time”.
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Analysis on a growth equation using the Solow-Swan model (1956) is “derived as a log-linear
approximation, from the transition path of the neoclassical growth model for closed economies”
(Barro & Sala-i-Martin, 1991:108). The Cobb-Douglas production function, Y(t) = K(t)a
[A(t)L(t)]1—0, is applied and “convergence coefficient, 3, depends on the productivity of capital
and the willingness to save. In particular, the source of convergence in the neoclassical growth
model is the assumed diminishing returns to capital. If the ratio of capital (and hence output) to
effective labor declines relative to the steady-state ratio, then the marginal product of capital
rises. Therefore, for a given saving behavior, an economy grows faster the further it is below
the steady state” (Barro & Sala-i-Martin, 1991:109). Using the aforementioned as a theoretical
base, contemporary economic growth theory has made use of aggregated models to measure
economic growth with these approaches focussing on whether or not there has been an increase
in equilibrium Gross Domestic Product (GDP) per capita over a period of time, identifying the
economic factors which exerts an influence (Ascani, et al., 2012). Moreover, the neoclassical
Solow-Swan growth model of the 1950°s has been the blueprint for the furtherance of economic
theory and the drafting of policies for institutions around the world, where economic
development was viewed as being a linear process which could be influenced by adjusting
certain factors. This simplified view pays no attention to the multiplex social, institutional or
historical elements which are qualitative in nature that contribute to the advancement of an
economy. Endogenous growth theorists such as Romer in his work during the 1980’s asserted
that technological innovation was at the core of economic growth processes (Ascani, et al.,
2012). This piece of work applies the principles and assumptions established in endogenous
growth theory.

3. METHODOLOGY

The intended aim of this research is to contribute to the existing broader body of knowledge
through the application of econometrics to analyse the economic development of South Africa.
This analysis is done over a thirty-nine-year period 1980-2019 where the economic
development of South Africa is compared to the OECD group of countries average. The source
of the secondary data for this analysis is the Penn World Tables 10.0 where data for 6 variables
of the 39 countries from 1980 until 2019 was converted into panel data to enumerate the
preliminary S-convergence and a-convergence. The sample of 39 countries is seen as one
population extracted data was manually converted into a panel dataset to enumerate
convergence. This has resulted in a sample of 39 observations for the period 1980-2019, where
aggregate national capital stock at current PPP; expenditure-side real GDP at current PPP;
number of persons engaged; output-side real GDP at chained PPP; share of gross capital
formation at current PPP; and share of labour compensation in GDP at current national prices
was analysed to illustrate this macroeconomic phenomenon.

Macroeconomic variable Convergence formula
computational reference in MS Excel

Capital stock at current PPPs cn
Expenditure-side real GDP at current PPPs cgdpe

Number of persons engaged emp

Output-side real GDP at chained PPPs rgdpe

Share of gross capital formation at current PPPs csh i

Share of labour compensation in GDP at current labsh

national prices

Table 2: Macroeconomic variables used in convergence calculations (Author's construction
from Penn World Table)

The choice of these variables was guided by the literature and are deemed the most appropriate
to test the Solow-Swan model (1956) and calculate convergence (Blonigen, 2005). Sala-i-
Martin (1996) illustrates that to enumerate economic convergence it is necessary to include
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“GDP per capita for a cross-section of economies”, for this paper the economies are South
Africa and the OECD collective. The Solow-Swan model centres around four variables: output
(Y), capital (K), labour (L) and ‘knowledge’ or the ‘effectiveness of labour’ (A). Output
changes over time only if inputs into the production process changes. If output increases over
time (t) with the given levels of capital and labour, this is seen as technological progress in
terms of improvements in the effectiveness of labour (labour augmenting or Harrod-neutral).
Meaning that improved allocation of resources in the production process has resultant in
increases in output. The production function is expressed as:

Y(t) = F(K)(©),A(t), L(t) )

The basic assumptions of the Solow-Swan model (1956) are that:

= Time is continuous.

= Asingle good is produced with constant technology.

= There is no government or international trade.

= All factors of production are fully employed.

= Labour grows at a constant rate.

= Initial values for capital, Ko and labour, Lo are given.

= Saving rate is constant. If there is no consumption, then savings will take place.

= Depreciation rate is constant.

= Constant returns to scale in capital (K) and effective labour (A).
The steady state equilibrium levels of each country will be calculated following the Solow-
Swan model (1956). The equation below illustrates the computational logic of the model.

8 oC

y= (cs+g+n ) 1-o (2)
The Sala-i-Martin (1996) derivative of 3-convergence and oo —convergence as measurement to
test convergence of regions and countries was applied. The neoclassical growth model predicts
“that the growth rate of an economy will be positively related to the distance that separates it
from its own steady state. This is the concept known in the classical literature as conditional (3-
convergence. There is absolute B-convergence if poor countries tend to grow faster than rich
ones” (Sala-i-Martin, 1996:1027).

4. RESULTS
The complete Solow model (1956) is depicted as:

Yitceer =@ — ﬁloy(yi,t) + €t (3)

The equation above is expanded to “Yi, t, t+T -log (Yi, t+T/Yi, t) / T be economy i's annualised
growth rate of GDP between tand t + T, and let log (y, t) be the logarithm of economy i's GDP
per capita at time t” (Sala-i-Martin, 1996:1020). Based on the foundational equations mentioned
in section 3 (methodology), the B-convergence and a.-convergence calculations were computed
in Microsoft Excel and produced the following results.
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Figure 1: GDP per Capita 1980 v. Growth rate 1980-2019 for South Africa and the OECD. Author's own construction from
Penn World Table 10.0 data.

The scatterplot visually illustrates the GDP per capita 1980 versus the growth rate 1980-2019
for the population of 39 countries including the OECD average. Several countries are observed
to have formed more than one cluster, with Finland, Iceland, the Netherlands, and the OECD
average (in green) positioned on the trendline which indicates that those economies have been
performing at their respective steady state equilibrium levels. The Phillips and Sul (2007) log-
t test method will be applied during the next iteration of analysis to identify any convergence
clubs in the population. A larger number of these countries find themselves just below or below
the trendline, indicating that they are performing below their steady state equilibrium levels.
Fewer countries are positioned above the trendline most notably the outliers of Poland, South
Korea, and Ireland whose growth rates are almost more than double the OECD average,
indicating that they experienced absolute B-convergence. The relation between growth and the
initial income level in 1980 for the OECD countries is considerably negative as shown by
downward trendline in figure 1. South Africa being positioned far below the trendline,
highlighted in red, indicates that its economic performance is lagging the OECD benchmark,
which for this analysis becomes the new steady state equilibrium level. Being at the point
furthest away from the steady state, South Africa in future, through further industrialisation has
the potential to attain higher levels of growth reaching the benchmark (Eberts, 1990; Fedderke
& Garlick, 2008; Grigoras, 2015; Kurniawati, 2020; Nagy, et al., 2020). Thus, attaining
absolute convergence as per the convergence hypothesis. According to Solow (1956), constant
returns to scale is applicative to capital and effective labour, also referred to as technology.
Meaning that if there in an increase in K or A it will result in a proportionate increase in Y.
These increases potentially result an economy reaching a new steady state level, y* and an
improvement in its GDP per effective worker, A* are listed in table 1 below for the OECD and
South Africa.
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Growth GDP per
Country rate (1980- y* effective worker Ag;u?tlaG([z)glgf r
2019) *A(2019) P
OECD Average 1,270 2,358 11,157 8,835
South Africa 0,132 1,628 2,568 3,938

Table 1: Growth rate vs. y* new steady state equilibrium vs. New GDP per effective worker
vs. Actual GDP. Author’s own construction.

The GDP per effective worker of $11,157 for the OECD average is higher than the actual GDP
$8,835, based on the assumptions of Solow model this indicates that the average performance
of the 38 countries is below its full potential. In other words, despite the level of technology
available in each of the OECD countries, it is not being exploited to harness its full capability,
therefore producing an output lower than its steady state equilibrium. The contrast is observed
for South Africa where its actual GDP of $3,938 is higher than its GDP per effective worker,
$2,568; meaning that the level of technology available in the country is being fully exploited
and applied, thereby producing an output higher than its steady state equilibrium level.
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Figure 2: Steady state GDP per capita v. Growth rate 1980-2019 for South Africa and the
OECD. Author's own construction from Penn World Table 10.0 data

Figure 2 demonstrates the potential steady state equilibrium (y*) that could be reached by each
of the countries. Several countries are observed to have formed clusters, as seen in figure 1,
with Sweden, Finland, Germany, and the OECD average (in green) positioned on the trendline
which indicates that those economies have been performing at their respective steady state
equilibrium levels.
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Fewer countries are positioned above the trendline most notably the outliers of Poland, South
Korea, and Ireland whose growth rates are again almost more than double the OECD average,
indicating that they experienced absolute -convergence. The relation between growth over the
39-year period and the steady state for the OECD countries is positive as shown by the steep
upward trendline in figure 2. Also showing that the growth rate of the group of countries are
approaching the steady state level at a relatively similar growth rate, thereby reducing
dispersion. South Africa (in red) yet again is observed to be positioned far below the trendline
indicating that its economic performance is lagging the OECD benchmark. This leaves room
for South Africa to improve its economic performance through technological advancements in
labour or increases in capital (based on the parameters of the model) and in time reaching the
OECD average steady state equilibrium level. However, this conditional B-convergence shows
that South Africa is moving away from its low initial GDP toward a higher GDP level
potentially at a faster rate therefore closing the per capita income divergence between itself and
those developed economies.

Growth rate 1980-2019 vs GDP per capita effective worker (2019)

Poland
.

Ireland
South Korea *
.
4,00
3,50
3,00
)
= Estonia*19%0
&
2 2,50 e
F
2
® Hungary
E . Turkey
g 2,00 .
e
< Lithuania® 1990
150 . N’:"g‘“ Austfweden et
! OECDAxerage e SR
New Zealand - RSl
. Gopawyas Raynaficy Notws
i p Spain orway ia*
United Kiffgdom . Latvia*1990
1,00 e . 0w . Wium Luxemh_uurg
R . Qumealia . Teeland  France Czech Republic*1 985 *Gireece
Costd Rica %r nfan  Switzerlagd . « ltaly
. Canada . . .
.
0,50
Colombia
Sough Africa
. Mexico
0,00 .
0,000 5,000 10,000 15,000 20,000 25,000 30,000

0,50
GDP per capita effective worker 2019 (thousands USD)

Figure 3: GDP per effective worker v. Growth rate 1980-2019 of South Africa and the
OECD. Author's own construction from Penn World Tables 10.0 data

According to the Solow model, constant returns to scale is applicative to capital and effective
labour, also referred to as technology. Meaning that if there is an increase in K or A it will result
in a proportionate increase in Y. These increases potentially result an economy reaching a new
steady state level, y* and an improvement in its GDP per effective worker, A* as demonstrated
in figure 3 above. The OECD average (in green) is the new steady state equilibrium point as it
is positioned on the flatter trendline, the individual countries are observed to be in distributed
positions with less clustering implying varying growth rates. South Africa (in red) finds itself
well below this point. This purports the presence of multifaceted disparities between South
Africa and the OECD (Rogerson, 1997; Gibb, 2007; Wehner, 2000; Rogerson & Rogerson,
2010; Young, 2013).
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Through the estimation of the B-coefficient, the speed of convergence can be calculated which
is the amount of time in years that it will take South Africa to reach the OECD average GDP
per capita. Furthermore, half-life, is the “time required to cover half the road leading to full
convergence within the study region if the speed of convergence remains unchanged” (Egri &
Téanczos, 2018:53) and is calculated through the application of the equation 4 below. It estimates
that it will take South Africa 67,487 years to reach the OECD average GDP per capita of 2019.

In2

n= 2 @)

5. CONCLUSION

This investigation delved into the growth patterns of 39 countries, South Africa and the 38
OECD countries and compared their performance over a period of 39 years from 1980-20109.
Convergence analysis is considered to derive significant results when applied between countries
that have similar economies (Sala-i-Martin, 1996). However, by conducting comparative
convergence analysis between a developing country, South Africa and the OECD developed
economies, we are able to gain valuable insights into the income and developmental disparities
that exist. The results of the analysis show that there was a negative relationship between the
growth rate over 1980-2019 and the GDP per capita in 1980 between the OECD countries.
However, a contrary relationship is observed between the growth rate over the same period and
the steady state GDP per capita equilibrium level. This demonstrates economic development
achieved by these countries heeded within the parameters of the model. Furthermore, despite
the level of technology available in each of the OECD countries in 2019, data of the collective
average indicates that it is not being exploited to harness its full capability, therefore producing
an output lower than its steady state equilibrium. The opposite is observed for South Africa
where its actual GDP is higher than its GDP per effective worker meaning that the level of
technology available in the country is being fully exploited and applied, thereby producing an
output higher than its steady state equilibrium level. The overall economic performance of
South Africa over these 39 years were significantly lower, where the OECD average GDP per
capita is more than double than that of the country. Elaboration of this phenomenon is beyond
the parameters of this model and requires further exploration using the appropriate application
of other economic theories. In light hereof, it aided the apparent conclusion that it will take
South Africa approximately 67,487 years to reach the 2019 OECD average GDP per capita.
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., Volunteers are not paid, not because they are worthless,
but because they are priceless. "

ABSTRACT

It is practically impossible to satisfy all people. People controlled by egoism could make
decisions that would only bring themselves some personal benefit - money, prestige etc. From
their point of view these are valuable pleasures. If their decisions benefit both themselves and
the organisation and society, that's fine. An altruistic individual tries to make the kinds of
decisions and alternatives that bring the greatest benefit to others. This means that if there are
groups of people in society who, for the sake of equal opportunities, need help or find
themselves in crisis situations, and on the other hand there are people who are willing to
selflessly provide them with this help, then the existence of volunteering as the domain of third
sector organisations and social economy organisations occurs. Furthermore the role of
voluntary activity is not to replace the functions of public or market bodies, but to supplement
them appropriately. In accordance with the global economy and in accordance with the
European trend of the last three decades, the Slovak Republic has also included, for example,
its approach to the third sector and to the social economy and to social enterprises (so far 16
EU countries have laws for developing the social economy) as a step forward towards
innovation, to participation, e. g. to create a cohesive Europe and currently to creating a
coherent, integrated Europe. In our paper we present a view on the existence and operation of
third sector organisations in Slovakia. One of the names of this sector is the voluntary sector.
We map the year 2011, which was declared the year of volunteering. We then discuss the
milestones that preceded the Year of Volunteering. We place special emphasis on 1989 as a
landmark in the formation of the third sector in Slovakia. We address the structure, forms and
sources of funding of these organisations in Slovakia and conclude with our views on the
prospects for third sector organisations in a globalised world.

Keywords: Voluntary, Third Sector, Non-profit Organisations, Non-governmental
Organizations, Volunteering in a Globalised World

1. INTRODUCTION

In 2021, exactly ten years will have passed since the European Commission, in cooperation
with the European Parliament, the Council of Europe, the European Economic and Social
Committee, and the Committee of the Regions, declared 2011 the European Year of Voluntary
Activities Supporting Active Citizenship. The general objective of the European Year of
Volunteering was to stimulate and support, mainly through the exchange of experience and
professional practice, the efforts of the entire European community, the efforts of the Member
States and the efforts of local and regional authorities to create the conditions for a civil society
that are favourable for volunteer work in the European Union, and also to support greater
visibility of voluntary activities in the European Union.
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After all, the post-war events that culminated in November 1989, enabled civil society to
awaken in the countries of Central and Eastern Europe, including Slovakia. The activities of
civil society in the 1990s led to social dialogue and discussion, and finally to the rebirth of the
third sector, which took root and today, together with the public sector and the private sector,
form the three pillars of the national economy of the Slovak Republic, which since the end of
the 20th century! can also be called the concept of a social-solidarity economy. In 2011, the
European Commission published its Green Paper on Promoting a European Framework for
Corporate Social Responsibility and defined CSR as ,, a concept whereby businesses voluntarily
integrate social and environmental aspects into their business activities and interactions with
stakeholders”. Currently, the European Parliament, on its own legislative initiative, is working
on the statute of social and solidarity enterprises (Official Journal of the EU, 2012). In the
context of the economic crisis, a new wave of concepts emerged, such as social enterprises, the
collaborative economy and the economy for the common good. In the most recent period, most
European countries paid attention to the creation of legislation on the social economy. Specific
laws on the social economy were adopted at the national level, for example, in Spain (2011),
Greece (2011 and 2016), Portugal (2013), France (2014) and Romania (2016) and at the
regional level in Belgium (Wallonia, Brussels and Flanders) and in Spain (Galicia) (EESC,
2017). In Slovakia, in 2018, Act No. NR SR SR entered into force. 112/2018 Coll. of . on the
social economy and social enterprises and on the amendment of certain laws, which establish
social economy entities, social enterprises, organisations of the social economy sector, the
provision of support for enterprises in the wider area of the social economy and define the social
economy sector and state administration in the area of the social economy. In March 2022, the
Ministry of Labour, Social Affairs and Family registered 512 social enterprises? in its Register
of Social Enterprises, which fulfil the public interest or community interest according to the
intentions of the law.

2. FORMATION OF THE THIRD SECTOR IN THE SLOVAK REPUBLIC AFTER
NOVEMBER 1989

Since the beginning of the 80s of the 20th century, the Slovak Republic, as one of the countries
of Central Europe, went through a complex process of privatisation, and subsequently, in the
90s of the 20th century, the principles of the market mechanism were gradually reintroduced in
the newly formed country. The emerging market economy brought about the coexistence of
two spheres of economy - the sphere of private economy and the sphere of public economy.
This means that the modern current Slovak economy can be called mixed, where the public
sector and the private sector exist side by side. For a better understanding of the structure of the
elements and connections of both sectors, it is good to analyse the economy - the national
economy in terms of different criteria, while the choice of criteria is always purposeful
(BELICKOVA - BUKOVOVA, 2007). In this way, in our national situation, the concept of the
third sector came into an awareness not only in theory, but it also came into an awareness of
politics and practice in the 1990s. The third sector is created by organisations that have the form
of a voluntary association of citizens sharing common values. Since the state of the third sector
very sensitively reflects the events of society as a whole, for example the degree of freedom, as
well as the prerequisites for economic as well as spiritual prosperity, that is why in the early
90s of the last century the time became ripe for its reinvigoration and re-realization.

! The modern concept of the non-profit sector was more precisely defined and became more widely known in the
world through an international research project that began in the early 1990s under by the leadership of John
Hopkins University (Baltimore, USA) in order to discover and quantify its size and structure, analyse its
development prospects and evaluate its impact on society.

2 https://www.employment.gov.sk/sk/praca-zamestnanost/socialna-ekonomika/register-sp/ [cited 2022-03-12 ]
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In this period, the Slovak Republic also saw changes in economic differentiation, among other
things. It should be noted that since the second half of the last century, the state has taken over
activities that used to belong to the family, such as providing pensions for old age, protecting
and caring for children and youth from birth, caring for mothers and children, caring for school
attendance, for extracurricular leisure activities, education in the field of culture, health, sports,
care for talents, protection of employees at the workplace, protection of the population from
negative social influence etc, - that means the state (government), through the legislative power,
the executive represented to a certain extent the quality of a responsible solver of problems
connected with the mentioned activities. Since the 60s of the last century, we have noticed the
potential and the growth of the consumer society way of life throughout Europe. Since the
1980s, enormous technological and social progress has resulted in profound changes in people's
life and work. Also, a huge phenomenon that has influenced value orientations, patterns of
behaviour, raising children, relations in society and cultural liberalisation was the phenomenon
of the information society and globalisation. After the Velvet revolution came the Velvet
divorce and the Czech Republic and Slovakia were divided. In January 1993, two independent
states were created in the heart of Europe - the Czech Republic and the Slovak Republic. Both
newly formed countries kept only their own historical heritage, which marked the political
culture and this co-created the profile of the third sector in Slovakia. And this had a significant
impact and represented at the same time the basic framework for future association, association
and voluntary activity, which led to the creation of organisations voluntarily associating citizens
sharing common values, which was given the title of a third sector organisation. In the space
between the two sectors, the private and public, a third sector was established, whose mission
is to intervene where the possibilities of the state sector and private sector fail and for which
there are several names? and attributes®, while it is important to realise that the motive of its
activity is not the achievement of profit®, nor public welfare, but voluntary activity, charitable
activity, humanitarian activity, philanthropic activity, self-help activity, which we refer to
generally as beneficial activities, that consist of publicly beneficial activities and mutually
beneficial activities.

% For terminology see, for example: ANHEIER, H.K. - SEIBEL, W. (Eds.): The Third Sector: Comparative Studies
of

Nonprofit Organizations. Berlin—-New York, 1990. De Gruyter 1990; Salamon, L. - Anheier, H.: Search of the
Nonprofit Sector I: The Question of Definitions. Working Papers of the Hopkins Comparative Nonprofit Sector
Project, No. 2. Baltimore, The Johns Hopkins Institute for Policy Studies, 1992.

4 In the available literature, we encounter terms such as third sector, non-profit sector, non-governmental sector,
independent sector, voluntary sector, tax-exempt sector, private non-profit sector, non-statutory sector, économie
sociale, gemeinwirtschaftliche Unterhehmen, civil sector, another invisible hand, vita activa (active life), arena for
public entrepreneurs (Ashoka Foundation term), space for public soulful individuals (American philosopher
Michael Novak), but also charitable, humanitarian, philanthropic, charitable or self-help organizations.

> In the years 1993-2003 it was a service center for non-governmental organizations SAIA (Slovak Academic
information agency). During this period, it organized over 700 trainings and seminars focused mainly on
management of non-governmental organizations and on various third sector topics attended over 16,400 people,
created the first electronic database of Slovak non-governmental organizations, published the monthly magazine
NonProfit (1994-2001) and the monthly magazine Spravodajca 3S (2002 — 2003), these magazines brought
information for non-governmental organizations, legal advice, opinions of the Third Sector Committee on current
affairs social and political issues, built a specialized library for non-governmental organizations, dedicated with
press monitoring focused on non-governmental organizations (between 1995 and 1998, there were documented
almost 24 000 articles about the third sector), collaborated in organizing the "Stupavska conferences" of non-
governmental organizations, which served as a platform for exchanging experiences and coordinating activities
within the third sector, in 1997 it played a key role in the preparation and creation of a network of seven regional
committees of the third sector in Banska Bystrica, Kosice, Nitra, Preov, Trnava, Tren¢in and Zilina, issued over
70 publications (directories, manuals focused on the management of non-governmental organizations, occasional
publications, materials for parliamentarians and employees of the state administration and facts about the third
sector in Slovakia). Available at: https://www.saia.sk/_user/documents/publikacie/20-rokov-saia-web.pdf [cited
2022-04-28]
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At its birth, the third sector in Slovakia achieved self-confidence and consensus, for example,
through its annual nationwide "Stupava Conference"”, at which the Third Sector Committee was
elected, which represented the third sector in social dialogue with the government - the state,
with the private - business sector and with domestic and with foreign partners. The Third Sector
Committee (G3S) was formed by democratically elected representatives of hon-governmental
organizations in Slovakia. The basic mission of G3S was to maintain partnership relations with
representatives of the state, municipalities, the business sector, trade unions as well as with
national and international non-governmental organizations. Membership in G3S was honorary
and voluntary. G3S issued statements on current issues of social life, concluded cooperation
agreements with representatives of the state administration and local government,
entrepreneurs, trade unions and convened the Stupava Conference of non-governmental
organizations in Slovakia. The responsibilities of G3S included the implementation of
resolutions before conferences, monitoring the social situation and regularly informing non-
governmental organizations about the decisions made and the work of G3S expert groups in the
monthly magazine NonProfit and in other media.

3. STRUCTURE, FORMS AND RESOURCES OF THIRD SECTOR

ORGANIZATIONS (NON-GOVERNMENTAL ORGANIZATIONS)
According to the legal form, the following types of non-state, non-church, non-profit
organisations exist in Slovakia: civic associations (Act SNR No. 83/1990 Coll. on Associations
of Citizens); foundations (Act NR SR No. 34/2002 Coll. on foundations); non-investment funds
(Act NR SR No. 147/1997 Coll. on non-investment funds); non-profit organisations providing
services of general benefit (Act NR SR No. 213/1997 Coll. on non-profit organisations
providing services of general benefit) and organisations with an international element (Act SNR
No. 116/1985 Coll. on the conditions of operation of organisations with an international element
in the Czechoslovak socialist republic). The following are or may be non-profit organisations:
interest associations of legal entities (e. g. associations of towns and villages®); church and
religious societies’; political parties and political movements®, or others (Act NR SR No.
85/2005 on political parties and political movements as amended by later amendments and
regulations).

& Currently, the total number of municipalities in Slovakia is 2,927 - rural municipalities, cities, townships together;
total the number of municipalities without urban districts including Bratislava and KoSice as a whole is 2,890; total
number of districts — Bratislava — 17, KoSice — 22; the total number of places is 140; the total number of rural
municipalities is 2750; the number of districts is 79.

(Awvailable at http://www.sodbtn.sk/obce/index_kraje.php)

"Currently, the registered churches and religious societies in the Slovak Republic are: the Apostolic Church in
Slovakia, Bahd'i Community in the Slovak Republic, Brotherhood of Baptists in the Slovak Republic, Church
Seventh Day Adventists, Slovak Association, Church of the Brethren in the Slovak Republic, Czechoslovak
Church Hussites in Slovakia, Church of Jesus Christ of Latter-day Saints in the Slovak Republic, Evangelical
Church of the Augsburg Confession in Slovakia, Evangelical Methodist Church, Slovak Region, Greek Catholic
Church in Slovakia, Christian congregations in Slovakia, Religious Society of Jehovah's Witnesses in Slovak
Republic, New Apostolic Church in the Slovak Republic, Orthodox Church in Slovakia, Reformed Christian
Church in Slovakia, Roman Catholic Church in the Slovak Republic, Old Catholic Church in Slovakia, Central
Union of Jewish  Religious Communities in the Slovak  Republic.  Available at:
https://www.culture.gov.sk/posobnost-ministerstva/cirkvi-a nabozenskespolocnosti/registracia-
cirvii/registrovane-cirkvi-a-nabozenske-spolocnosti/[cited 2022-06-02 ]

8 Currently, according to the Register of Political Parties and Political Movements, which is maintained by the
Ministry of the Interior of the Slovak Republic, within the meaning of the law, we have 54 political parties and
movements registered. Available at: https://www.minv.sk/?psph-uvod,;
https://ives.minv.sk/rez/registre/pages/start.aspx?type=ps;https://www.slovensko.sk/sk/agendy/agenda/_poli
ticke-parties-and-movements-in-sr/ [cited 202-08-02 ]

127


https://www.culture.gov.sk/posobnost-ministerstva/cirkvi-a
https://www.culture.gov.sk/posobnost-ministerstva/cirkvi-a%20nabozenskespolocnosti/registracia-cirvii/registrovane-cirkvi-a-nabozenske-spolocnosti/
https://www.culture.gov.sk/posobnost-ministerstva/cirkvi-a%20nabozenskespolocnosti/registracia-cirvii/registrovane-cirkvi-a-nabozenske-spolocnosti/
https://www.culture.gov.sk/posobnost-ministerstva/cirkvi-a%20nabozenskespolocnosti/registracia-cirvii/registrovane-cirkvi-a-nabozenske-spolocnosti/
https://www.culture.gov.sk/posobnost-ministerstva/cirkvi-a%20nabozenskespolocnosti/registracia-cirvii/registrovane-cirkvi-a-nabozenske-spolocnosti/
https://www.culture.gov.sk/posobnost-ministerstva/cirkvi-a%20nabozenskespolocnosti/registracia-cirvii/registrovane-cirkvi-a-nabozenske-spolocnosti/

86™ International Scientific Conference on Economic and Social Development
23-24 September 2022, Lisbon, Portugal

Further, for the purposes of budget classification, a non-profit organisation is considered to be
an institution that is not wholly or mainly financed from the state budget or from the municipal
budget; it primarily provides social and public services to individuals, either free of charge or
at a lower rate that does not fully cover its expenses and it employs two or more full-time
workers (MF SR, Budget..., 2022). In order for third sector organisations to develop their
activities, in addition to a sound legal environment and good information, they need financial
resources for their existence. Following the activities aimed at the long-term sustainability of
these organizations at the present time, when the reform of the management of the activities of
non-governmental organizations has also taken place in Slovakia, according to the author, it is
possible to lean towards the following breakdown of the financial resources of organizations of
the third sector. Financial resources for third sector organizations® consist of: private resources
and public resources. Their detailed breakdown is given in Table 2. The following table shows
the number of non-profit organisations according to the available data from the Statistical
Officel? of the Slovak Republic. It should be noted that, for example, FinStat*! maintains its
own database of NGOs.

Table following on the next page

% Act NR SR No. 364/2018 Coll. on the Register of Non-Governmental Non-Profit Organizations has been
effective since January 1, 2019, and in connection with the new comprehensive register of non-governmental non-
profit organizations, the Ministry of the Interior of the Slovak Republic obliged third sector organizations to make
the new register available by January 1, 2021 of non-governmental non-profit organizations, which includes data
on foundations, non-profit organizations providing generally beneficial services, non-investment funds, civil
associations, trade unions and employers' organizations and organizations with an international element. Available
at:  https://www.minv.sk/?tlacove-spravy-8&sprava=upozornujeme-na-oznamovacie-povinnosti-mimovladnych-
organizacii-suvisiace-s-pripravou-noveho-komplexneho-registra [cited 2021-06-02 ]

10 Slovak Statistics DATAcube. 2022 Available at: http://datacube.statistics.sk/

1 Available at: https:/finstat.sk/databaza-neziskoviek
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Private sources of non-governmental organizations:

Resources for activity: Resources from own activity:
public collections
gifts main activity
grants other gainful activity
membership fees economic/business activity
sponsoring social entrepreneurship
charity advertisement investing
charity lottery self-financing
the legacy
assignment

Public sources of non-governmental organizations:

Direct support Indirect support

Transnational — European funds, structural | Allocation - as a transfer of a share of the paid tax
funds, EEA Financial Mechanism, Norwegian | for special purposes,it is not a gift and therefore not
Financial  Mechanism,  Swiss  Financial | philanthropy. However, it allows the provider to
Mechanism and other departmental subsidy | decide to whom to send them. It is therefore an
schemes used in the conditions of the Slovak | indirect state support of non-governmental
Republic organizations by providing part of the taxes that
would otherwise end up in the state budget!

National - Ministry of Culture of the Slovak
Republic, Ministry of the Environment of the
Slovak Republic, Ministry of Education, Science,
Research and Sports of the Slovak Republic, | Tax exemption
Ministry of Defence of the Slovak Republic,
Ministry of Labour, Social Affairs and Family of | Sponsoring
the Slovak Republic, Ministry of the Interior of
the Slovak Republic, Ministry of Agriculture and | Deductible items
Rural Development of the Slovak Republic,
Ministry of Health of the Slovak Republic, | Charity advertisement
Ministry of Transport and Construction of the
Slovak Republic, Subsidy Schemes of the Prime
Minister of the Slovak Republic

Regional — territorial units

Local — cities and towns

Table 2: Financial resources of organizations of the third sector
(Custom processing by K.B)

! Act NR SR No. 595/2003 Coll. on income tax, in § 50 Use of the share of paid tax for special purposes, regulates
the remittance of 2% tax as follows:

A share of the tax paid can be given to a recipient who is:

civil association / foundation / non-investment fund / non-profit organization providing generally beneficial
services / purpose-built facility of the church and religious society / an organization with an international element
/ Slovak Red Cross / research and development entities / Anti-drug fund / Vocational education and training
development fund.

The share can be given to the recipient if the subject of his activity is:

health protection and promotion; prevention, treatment, resocialization of drug addicts in the field of healthcare
and social services / support and development of physical culture / provision of social assistance / preservation of
cultural values / education support / protection of human rights / protection and creation of the environment /
science and research
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4. CONCLUSION

In conclusion, it must be reiterated that the third sector exists in Slovakia and that it has
defended its position during its more than thirty years of viability. According to the author, it is
not in danger of disappearing,but on the contrary, it has managed to make itself and many
important personalities and events visible. The question remains concerning its sustainability
in the existing environment between the public and private sectors. However, in order to
strengthen the financing situation with the use of allocation, on which many, especially local,
smaller organizations of the third sector rely, and also in view of the fact that in the conditions
of the Slovak Republic, as in the European vanguard, the possibility of allocation was
introduced, it is necessary for citizens, to motivate natural persons and legal entities more, in
order to better direct them to use this option (remittance of the share of paid tax for special
purposes) to strengthen the financial health and financial independence of the organizations of
the third sector. One of the fundamental principles of the European Union is the development
of democracy. Activities performed by volunteers of all age categories are crucial for the
development of democracy. Voluntary activities have the potential to contribute to the well-
being of individuals and to the harmonious development of European societies. VVolunteering
can be considered one of the key dimensions of active citizenship and democracy, which puts
into practice European values such as solidarity and non-discrimination and which contributes
to the harmonious development of European societies (BROZMANOVA GREGOROVA et al.,
2018). We are inclined to the opinion that the sectoral division of the national economy as a
whole, the establishment of the third sector in the social field in an environment of strong
competition between the private sector (in the economic field) and the public sector (in the
political field) is a significant activity at the moment, when the demise of the third sector is not
threatened and which has brought positive social changes.

In addition to the legislative definition and legal amendments to the existing legal norms
governing the entire spectrum of organizations of the third sector, further to increase
transparency, the creation of the Act on Volunteering (in 2011) and the creation of the Act on
the Register of Non-Governmental Organizations (in 2018) brought further positive changes in
society and contributed to a synergistic process leading to a functional community model with
targeted sustainable development. Based on the national strategy “..sustainable development is
understood as a targeted, long-term (continuous), complex and synergistic process, affecting
the conditions and all aspects of life (cultural, social, economic, environmental and
institutional), at all levels (local, regional and global) and progressing towards such a functional
model of a certain community (local and regional community, national and international
community) that qualitatively satisfies the biological, material, spiritual and social needs and
interests of people, while eliminating or significantly limiting interventions that threaten,
damage or destroy conditions and forms of life, furthermore it does not burden the country
beyond what it can bear, uses its resources wisely and protects the cultural and natural
heritage...” (Government of the SR, National Strategy..., 2001). Today and in the future, in the
author's opinion, third sector entities (together with social economy entities) will, thanks to their
special features, play an important role in further sustainable social development, for example
in the further discussion of future policy, strategy, and legal norms regarding the environment,
quality of life, energy and climate protection, in the integration of immigrants as well as in the
development of trade throughout the EU. Their mission (third sector organizations) is also to
support business culture, to contribute to the democratic principles of the economy as a whole
through educational projects aimed at the development of business initiatives, the development
and support of science and research, education, culture and sports at all levels of government.
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However, mainly their social potential is strategic (as mentioned in the introduction, they
operate in the social field), and therefore their attitudes towards the future, if they are to bring
further sustainable innovative positive social changes according to the authors, all this should
move in a direction towards a partnership with all institutions representing a developed civil,
democratic society in such a way that ultimately all the needs and interests of society are
satisfied, while being aware of the reasonable use of spiritual, cultural and natural resources,
wealth and heritage in broad national and international contexts.
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ABSTRACT

Microeconomic stability is based on a number of postulates one of which is the information
reliability. In the paper, a microeconomic model is set as a subsystem of the general social
system, which is exposed to strong external actions — perturbation disruptions caused by global
crises (pandemic, energy). One of the key premises of a stable microeconomics lies in superior
information with the following characteristics - reliability, speed and availability. It works in a
specially designed information model and as a part of a general social model immune to
external changes, it aims to contribute to the microeconomic stability of an individual social
sub-element. Current models do not have enough information power for newly created
situations; the pandemic has left an uneven effect on individual microeconomic systems and the
EU energy sector is undergoing a thorough transformation. That being said, current decision-
making models in crises are to be redesigned. The developed model is based on general
principles of model development within the prism of the system theory as a general theory based
on information, energy and matter. Microeconomic postulates are implemented in the
developed model that can be further incorporated into any social model, and as such, it has all
the universality properties of a general model, which gives results within the boundaries of the
observed system. In order for the designed model to exist in global crises (energy, pandemic),
the information flow must have high reliability. Information reliability, speed and availability
contribute to the model and microeconomic stability. The time domain is a dimension, which
gives special strength and reliability to the described model.

Keywords: Information, Microeconomics, Model

1. INTRODUCTION

Using scientific methods in studying social systems and their characteristics, and considering
other scientific properties, we can define an appropriate concept of the current social system
situation. Sustainability of the social system depends on its current condition as well as the
initial or null condition. The social system structure is a complex set of state quantities that
essentially influence its behavior. By their nature, the state quantities (input and output
parameters) can be measurable or non-measurable, discrete or continuous, current, past or
future. The number of state quantities of an observed social system essentially tends to infinity.
For pragmatic reasons, the state quantities will be observed as a finite set — if they are discrete,
and social systems have all the attributes of discretion; logic, set theory, design theory,
information theory, complexity theory and probability theory. In this paper, we will observe a
semi-closed interval of values not studying state quantities and their properties of continuity. If
we observe the social system through the function of time, we can consider it as a dynamic
system that strongly changes its states as a function of time. Based on the principles of
development, our social system and all phenomena will be subject to change even though a
strong reduction of reality was done. Only the changes in our social system require a change of
every component as well as every phenomenon.
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Real social systems have the property of inertia, i.e. it is impossible to change their state in a
very short time. The rate of change, i.e. its gradient, changes within wide limits. The reaction
time of a social system is called the transient phenomenon of the social system. Historically,
social systems had properties that were defined by space and time. Generally, the two most
complex systems are biological and social systems. At the moment of designing the state of the
social system, the most important thing is its axiomatic definition and that is the implication of
its problem with reality. The general concept of the state of the social system has input values
(past, current and future time) as well as output values (past, current and future time), which
are connected by a set of mapped functions. Every scientific discipline must primarily start
from the definition of the content that is the subject of its study as well as the definition of
boundaries of the observed social system. This paper implicitly studies the special state of a
social system triggered by crisis input variables. According to the logical postulate that each
input change must change the parameters of individual elements of the observed system, it is
up to the observer to reduce the insignificant responses of the mapped function and try to bring
the excited dynamic value system to a stable state. This algorithm for social systems is the
easiest to implement if the basic set is broken down into partial subsets and interconnected by
internal connections — relations according to the horizontal and vertical principle. A systematic
analysis with the following steps is to be applied:

1. problem definition is an activity of problem transformation in which we do not limit an
unadjusted event to the observed phenomenon.

2. designing an observation object — in order for this activity to come to life, we reduce the
impact of a sudden event only on important factors.

3. transformation of the problem into a system —model — on the basis of similarity and analogy,
we set relations within the elements of the observed social system. This is the most
important moment when we evaluate the impact of the problem on individual elements of
the observed social system and make a final solution aiming to completely map the input
unexpected changes to the output in the social environment.

4. testing the obtained results in the designed model — it is the most criticized process in social
systems because it is a consequence of the information credibility and must contain the basic
testing postulates such as measurability and reliability of the obtained values — results.

5. implementation of the selected designed model — real-time to the social system and its
application through an additional factor, which is the final response of the social system as
a complex dynamic and discrete system to a random variable of unknown
etiology.(1,2,3,4,5)

Microeconomic postulates are implemented in the developed model that can be further
incorporated into any social model, and as such, it has all the universality properties of a general
model, which gives results within the boundaries of the observed system. In order for the
designed model to exist in global crises (energy, pandemic), the information flow must have
high reliability. Information reliability, speed and availability contribute to the model and
microeconomic stability. The time domain is a dimension, which gives special strength and
reliability to the described model.

2. DESIGNING A SOCIAL MODEL IN CRISIS SITUATIONS

The design of the model starts from the basic fact that it is possible to objectively set the model
of public administration using elements of similarity and analogy, different states and
phenomena. Therefore, we can conclude about individual elements and properties on the
designed model aiming to get insights into internal relations of the observed system to the
occurrence of a crisis state.
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If we apply a systemic approach to the designed model using analogy, we can simulate changes
in the crisis without compromising the actual relations within the state administration structure.
Public administration as a subsystem of the social system functions based on legal provisions
and defined standards. Its management cannot have elements of efficiency if the relations
between individual elements are broken. Every internal relation of the state administration in a
crisis must be based on the man-conscience premise.The next figure shows a non-ambiguous
representation of the contemporary triple relation between the designed model state
administration and a subject (man).

crisis: disigned
> economic model

> biological / SARS - A infgrmalion power:
CoV-2-RNA > time

& > quantity

% > reliability

man
> consciousness

Sl
designing

Figure 1. Designed three-relational model of the social system in a crisis situation
Source: (authors)

In the scientific review, the selectivity of external perturbation changes, which will cause
changes in the form of breaking relations between individual subjects, is important. A man, as
the most important subject, has limited psychophysical qualities and can have reactions only to
a certain number of study dimensions. If those dimensions and/or vectors destabilize his
psychophysical capabilities, as an element of the presented model, he will experience
termination in terms of relations of the presented model of state administration

3. RELIABILITY OF INFORMATION IN THE DEVELOPMENT OF SARS-COV-2-
RNA INFECTION

If we observe the development of antibodies (IgM and IgG) as information in a biological
system such as a human being, it is important that the information has a high degree of reliability
on the resulting change. In the diagram shown in Figure 2, we see the development of infection
in the human organism as a function of time. Upon infection, the first antibodies begin to
develop on the seventh day (Figure 2), at the moment when the infection is at its maximum on
the thirteenth day of infection the maximum weight of antibodies (IgM) is the highest, and
along with the recovery from the infection, IgM antibodies also fall so that Immunoglobulin
M (Ig M) disappears after the twenty-first day of infection.
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Kinetics of [gG/IgM formation
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Figure 2 Development of infection in the function of time.
Source: (authors)

28 35

The other strong antibody / Immunoglobulin G (Ig G) / begins to develop on the fourteenth
day of infection and is at its maximum on the 28" day of infection, precisely when the biological
system (human) is healthy in medical sense. This image strongly demonstrates the significance
of information as a function of time and reliability. It is precisely this representation, with the
human being dominant as a biological system that reacts to a natural phenomenon as well as
his/her personality, that gives us a clear picture and confirmation of the defined model of Figure
1.

4. MACRO- AND MICROECONOMIC ASPECTS ON THE EXAMPLE OF
PORTUGAL IN THE PANDEMIC

Portuguese economy is recovering from the crisis caused by COVID-19, owing to quick and
effective political action and the successful introduction of vaccines. We cannot unequivocally
apply this fact to other members of the OECD, nor to other EU member states. ,,The new OECD
report (6) states that, as the recovery progresses, it is important to continue with investment and
structural reforms that will raise living standards, strengthen public finances and put growth on
a strong, sustainable and resilient path*. The latest OECD research on Portugal states that, with
an aging population and a declining working age population, future growth will depend on
increased productivity. Portugal should use its EU-funded Recovery and Resilience Plan in
order to accelerate the digital and green transition, focusing on projects that will have the
strongest economic and social impact. The diagram that follows clearly and very graphically
illustrates the state of shock caused by the pandemic on the overall economic situation in
Portugal, in the macro-microeconomic sense, as well as in OECD countries. (6)

Figure following on the next page
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The Portuguese economy is recovering fast

// Gross Domestic Product, Index 2015Q1

Figure 3. Diagram of Portuguese economy recovery
Source: (OECD?Y)

Crises mark a period in which there are obstacles in the functioning of the financial system,
there is a fall in the value of assets and insolvency of companies from all the sectors of national
and global economy. The consequences of the economic crisis are enormous, they require many
efforts, measures and procedures to find a solution for an exit from the crisis. Micro and macro
are the two fundamental levels of observation of economic life. Micro, at the level of the
individual, organization and company. Each level fosters a specific approach to reality and
special methods of study, therefore, in this sense we speak of microanalysis and macroanalysis.
Understanding phenomena at the individual (micro) level facilitates the understanding of the
whole, and the analysis of the whole gives answers to global movements. All of the above
derives from the general principle (inductive and deductive) of modelling the state of social
models. The pandemic has had a disastrous effect on the Portuguese economy. After a decline
by 8.4% in 2020, Portugal's GDP was forecast to recover by 4.8% in 2021 and 5.8% in 2022,
assisted by the fact that almost 90% of the population is now fully vaccinated, which is the
highest rate in the OECD. The citizens of Portugal had faith in the high reliability of the vaccine.

4.1 Summary of the economic forecast for Portugal (June 2022)

The real GDP growth is forecast at 5.4% in 2022 and 1.7% in 2023. Massive public investments,
boosted by EU funds, and the return of tourism exports should assist the recovery. However,
the war in Ukraine, supply chain disruptions and the rising energy and commaodity prices will
have an effect on the activities, by lowering confidence and the purchasing power. Although
spare capacities remain, rising energy and food prices are expected to push inflation to 6.3% in
2022 and 4% in 2023. Salaries will accelerate as working hours catch up to pre-pandemic levels,
but not enough to protect household purchasing power from the rising inflation. Portugal should
also reduce macroeconomic imbalances in order to put the recovery on more solid foundations.

https://www.oecd.org/portugal/portugal-use-post-covid-19-recovery-plan-to-bolster-growth-and-public-
finances.htm, access August 15, 2022.
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The ratio of public debt to GDP has risen among the highest in Europe, and as the recovery
gains momentum, it will be important to establish a clear and credible medium-term fiscal
adjustment plan. Reforms are needed to prepare for a declining working age population, as well
as to improve public sector administration. The long-term sustainability of the pension system
could be further improved. The pandemic has also increased financial risks in the corporate
sector, and the Portuguese banks carry high levels of non-performing loans.(6)

5. CONCLUSION

Through an in-depth analysis of external perturbations-changes to the social system, we can
reach a number of unique conclusions. It is possible to define a general social model that is
capable of reacting to phenomena caused by various external factors. The pandemic resulting
from the SARS-CoV-2-RNA virus infection caused profound disturbances in the past period.
The paper analyzes the appearance of antibodies in the human body as a consequence of the
threat caused by the SARS-CoV-2-RNA virus, i.e. the kinematics of state of the antibodies was
set throughout the time domain, as an independent variable. This analysis has undoubtedly
established that the reaction of a human being as a biological system to the occurrence of a
threat has all the attributes of a normal distribution. Through connection and analysis, we arrive
at the conclusion that the intensity of the infection is significantly reduced at the moment when
an 1gG-type antibody develops. The high reliability of the information in the human body gives
us the right to conclude that the presence of antibodies affects the reaction of a person in the
event of a threat when the mentioned virus is introduced into the body. In other words, the level
of antibodies gives the level of resistance to external change. Another important conclusion is
based on the reaction of Portuguese economy in a state of crisis, all resulting from the pandemic
caused by the infectious disease. In the specific case, it is a country that had and still has the
highest vaccination rate in the world. The analyzed economy had the highest growth trend in
the OECD group. Data downloaded (June 2022) - OECD. Regardless of the inflation rate, it is
still within the limits, below the countries with similar economies. All attempts and simulations
of social models that did not have an in-depth synthesis; human being, consciousness,
environment and information showed a low level of reliability. The model set up is considered
the greatest contribution of this paper. "An analogy can be made between the biological model
/ human being / and the social model / economy /, with the fact that the vaccine in the human
being is what incentives are in the economy".
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ABSTRACT

Oil palm industry play a pivotal role in the rural development of Indonesia regions. However,
the oil palm production patterns should develop sustainably without negative effects to the
environment and society. As well, consumers nowadays shifted their attention from
environmental issues to social impacts concerns. Therefore, an appropriate assessment tools
are required to measure social sustainability aspects. However, the common problem in SLCA
studies is the large number of social aspects or indicators. This paper focuses on selecting a
set of social indicators that applicable to oil palm production systems in case in North Sumatera
Province, Indonesia. A multi-methodological approach was chosen to identify and prioritize
relevant indicators. The result show there were 22 final set of social indicators selected that
can be used in assessing the social performance of the oil palm production system in North
Sumatra Province. The most high-risk impacts are related to forced labor, fair salary, social
benefit/social security, child labor, access to material and immaterial resources, health and
safety living condition, respect of indigenous rights, fair competition and access to services and
inputs. This study could become valuable inputs for monitoring social sustainability of oil palm
production system, specifically for the North Sumatra region and generally for Indonesia.

Keywords: social sustainability, indicators selection, oil palm, social life cycle assessment

1. INTRODUCTION

North Sumatra Province is known as a pioneer area for developing oil palm plantations in
Indonesia [1]. With an area of mature oil palm plantations reaching 1.34 million ha, palm oil
production in North Sumatera is estimated to reach 5.9 million tons in 2020, placing North
Sumatra as the third largest palm oil producer province in Indonesia after Riau and Central
Kalimantan Province. Most of the oil palm plantations in North Sumatra are managed by private
companies’ plantation which are 43.9 percent (590,984 ha), followed by smallholder’s
plantation occupying the second position at 33.7 percent (453,664 ha), and the rest of 22.4
percent (301,135 ha) is cultivated by the state companies’ plantation [2]. This labor-intensive
industry is one of the mainstay sectors in supporting North Sumatra's economic growth.
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Throughout 2020, the export performance of palm oil industry has a fairly high contribution to
the growth of the GRDP of the Province of North Sumatra, reaching 41.1%. At the same time,
palm oil is also the main export commodity with the highest portion of the total value and
volume of exports of North Sumatra. In 2020, the palm oil export value of North Sumatera
reached USD 2.7 million, equivalent to 33.6% of the total export value [3]. However, there are
some challenges in establishing a stable palm oil supply chain. Oil palm industry has been
associated with several alarming sustainability issues. The cultivation and expansion of oil palm
plantations carried out on a business as usual has caused various social problems. The increased
risk of human rights violations such as forced labor, child labor and poor working conditions
become common social problems today. Workers in the palm oil industry faced such as lack of
formal contracts and social benefits, unfair salary, and unethical recruitment [4, 5]. This has
increased the demand for sustainable palm oil production, resulting from environmentally
friendly and socially acceptable production practices [6].

No. Provinces Mature planted area (ha) | Production (ton CPO)
1 | Riau 2.476.316 10.270.149
2 | Central Kalimantan 1.781.245 7.920.462
3 | North Sumatera 1.202.365 5.928.611
4 | West Kalimantan 1.681.913 5.635.682
5 | South Sumatera 1.045.942 4,388.731
6 | East Kalimantan 1.104.985 3.939.049
7 | Jambi 852.658 3.109.205
8 | South Kalimantan 416.532 1.608.256
9 | West Sumatera 342.536 1.350.125
10 | Aceh 366.697 1.167.337

Table 1: Number of mature planted area and production of CPO in top ten largest palm oil
producer province in Indonesia on 2021
Source: [3]

As one of the important parties in achieving sustainable development goals, palm oil companies
are also required to identify and prevent or mitigate adverse impacts of their activities on human
well-being where necessary. For businesses, these new rules will bring more equally legal
certainty. For consumers and investors, it will provide more transparency. However, it is not
clear, how adaptions and modifications of already established industries may evolve in a social
sustainability manner. Therefore, to accompany such a transition process, the potential societal
implications have to be assessed and monitored [7].

A method suitable for this purpose is social life cycle assessment (SLCA), analogous to
conventional LCA for the assessment of environmental implications. SLCA is an 1SO
compliant technique for the assessment of (potential) social impacts of products and services
and their potential positive and negative impacts along their life cycle. Although ELCA and
SLCA differ in many aspects, the development of the SLCA method seeks to follow the same
structure as proposed for LCA in ISO 14040 and 1SO 14044. However, there is no standardized
method for the selection of indicators in SLCA. Therefore, several approaches are used to make
an indicators selection. Indicators need to be individually adapted, since socioeconomic effects
vary strongly across projects or cases, depending on different factors.
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Especially the implementation of bioeconomy strategies (oil palm production system context)
requires a regional context-specific approach which determines social aspects that are of core
interest for potentially affected stakeholders [8]. Therefore, this paper attempt to define the
most appropriate and relevant social indicators which can be used effectively to assess the
potential social implications of oil palm production system in North Sumatera region. The
results of study could become valuable inputs for monitoring the oil palm social sustainability,
specifically for the North Sumatra region and generally for Indonesia.

2. METHOD

A multi-methodological approach was chosen to identify and prioritize relevant indicators, as
presented in Figure 1. The basis of provided indicators is found in the “Methodological Sheets
for Subcategories in S-LCA to by [9], a supplement to the UNEP/SETAC Guidelines that also
offers a vast number of indicators. In accordance with [7, 8, 10], the selection is based on
screening social aspects and impact categories in SLCA guidelines, sustainability standards on
a global, national, and sector-specific level and a literature review on articles of SLCA studies
in a related context.

Goal and scope | —{ System boundary definition ‘

definition
} Stakeholders identification ‘

« Screening of global sustainability
standards

« Screening of global and national
palm oil certification standards

« Screening of scientific publication

» Media coverage review

A A
Identification of
relevant social |«
indicators

A 4
Social hotspot
analysis

Expert group discussion:
Identification of social indicators risk
level

Social indicators risk level:
Low/Medium/High

A A
Final set of social
sustainability
indicators

Figure 1: Research steps to select and develop context-specific social indicators
to be used as SLCA framework

There are three common steps used for identifying relevant impact categories and indicators in
SLCA:

Step 1: the goal and scope definition of the research. This study is based on the point of view
of life cycle thinking in assessing the social performance of the oil palm production system in
North Sumatera Region. Boundary system of this study is cradle-to-gate which is limited only
to the production process of fresh fruit bunches (FFB) in the plantation, transportation of FFB
to the mill, and the extraction process in the mill.

Step 2: the identification of relevant social indicators. A relevant indicators screening was
carried out reviewing guidelines for SLCA, sustainability standards on global, national and
sector-sector specific level. Five different guidelines and standards are used as the basis for
implementing an SLCA, which are Global Reporting Initiative (GRI) [11], Methodological
Sheets for Subcategories in Social life cycle assessment (S-LCA) by United Nations
Environment Program (UNEP) [9], Product Social Impact Assessment (PSIA) [12] and also
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global and national sustainability palm oil certification standards were reviewed, as well as
Roundtable on Sustainable Palm Qil (RSPO) standards [13] and Indonesian Sustainable Palm
Oil (ISPO) [14] to determine a set of social specific criteria in oil palm production system.
Information on relevant social oil palm issues in North Sumatra Province was collected through
a media coverage review, primarily using the Google search engine. The limitations of the
database make information on categories or indicators of social and socio-economic impacts in
sustainability standards at the national level especially at the regional level in Indonesia very
challenging.

Step 3: social hotspot analysis was conducted to identify the level of risk of relevant social
indicators in the oil palm production system. Social indicators obtained from media coverage,
reviews of scientific publications and reviews of pre-selected sustainability standards are
discussed and mutually agreed upon through expert discussions involving experts from various
institutions such as local governments, academics, child protection activists, small farmer
associations, trade union federations, and associations of oil palm entrepreneurs.

3. RESULT AND DISCUSSION

3.1. Goal and scope definition

This study was conducted in a palm oil company that has the following criteria: a) the company
has had an RSPO or ISPO certification for the plantation and mill; and b) partnering with
independent oil palm smallholders in the marketing of Fresh Fruit Bunches (FFB). In this study,
the social implications of oil palm production to be monitored are associated with the conduct
of the organizations along the life cycle. The social aspects considered affect: 1) workers
employed in the organizations, both in the plantation and mill, 2) the surrounding local
communities, defined as communities living around the concession area of oil palm companies
and were not employed in the company that become the research site and 3) oil palm
smallholders as value chain actors, selected smallholders are suppliers of fresh fruit bunches
(FFB) in marketing partnerships with the company.

SMALLHOLDERS AS VALUE
CHAIN ACTORS
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Flgure 3: System boundaries of the research (adapted and modified from [19])

3.2. Identification of relevant social indicators

The selection of subcategories/social indicators from different approaches have been explored
to achieve a comprehensive picture of the relevant social subcategories/indicators for the oil
palm production system in North Sumatra region. The results based on screening SLCA
guidelines, global sustainability standards and global and national oil palm certification
standards presented in Table 3.
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Guidelines for SLCA Table 3 showed that the subcategories or social indicators of the
UNEP/SETAC Guidelines have the most complete criteria compared to the PSIA Guidelines.
The UNEP/SETAC guidelines are also the most frequently referenced guidelines in previous
studies. However, these guidelines cannot guarantee direct implementation, but the social
aspects and indicators included can be considered as the basis for selecting indicators. Notably
the “methodological sheet for sub-categories in the assessment of social life cycles” from UNEP
[9] who has provided a comprehensive list of social aspects and indicators. Decisions about the
selection of subcategories and impact indicators that apply to the entire value chain can be very
challenging. In this context, impact categories also need to be assigned to each relevant
stakeholder group and may differ from the guidelines. Compared to the UNEP/SETAC
Guidelines, the PSIA Guideline does not include “communities” or “value chain actors” but
includes “small-scale entreprencurs” as a separate stakeholder group. The PSIA Guideline does
not include subcategories “fair competition” and “supplier relationship” for small-scale
entrepreneur but include fair trading relationship. While subcategories “meeting basic need”
and “access to services and inputs” implicitly included in “smallholders including farmers” in
the UNEP SETAC Guidelines.

GRI UNEP | PSIA RSPO ISPO

Subcategories and/or indicators [15] [13] [16] [17] [18]

Workers:

Freedom of association and collective bargaining \

Forced labour V

Sexual harassment

Equal opportunities/non-discrimination

Fair salary

Occupational health and safety

Working hours

Employment relationship

Social benefit/social security

Child labour

Training and education

Local communities:

Access to material and immaterial resources -

Delocalization and migration -

Health and safety living condition -

Community engagement V

Respect of indigenous rights \

Local employment V

Value chain actors (oil palm smallholders):

Fair competition -

Wealth distribution -

Supplier relationship -

Meeting basic needs -

Access to services and inputs - Y - -

Table 3. Selection of impact categories and/or indicators based on screening SLCA
guidelines, global sustainability standards and global and national oil palm certification
standards
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Sustainability standards. Global Reporting Initiative (GRI), the first and most recognized
sustainability reporting system, social sustainability can be divided into four sub-categories,
namely labor practices, decent work, human rights, and society and product responsibility.
Sustainability reporting, as promoted by the GRI Standards, is an organization’s practice of
reporting publicly on its economic, environmental, and/or social impacts, and hence its
contributions — positive or negative — towards the goal of sustainable development. Through
this process, an organization identifies its significant impacts on the economy, the environment,
and/or society and discloses them in accordance with a globally-accepted standard. The
Standards are designed to enhance the global comparability and quality of information on these
impacts, thereby enabling greater transparency and accountability of organizations. These
standards can be considered as a practicable source of input regarding the relevance of social
and socioeconomic aspects for an SLCA study [7, 8].

Global and national oil palm certification standards. The sustainability of the oil palm
industry has been under the spotlight in recent decade. Amongst the sustainability certifications,
Roundtable Sustainable Palm Oil (RSPO) is the most recognized standard that is well-accepted
throughout the globe. The establishment of the RSPO in 2004 was a turning point for the palm
oil industry in the fight against the negative allegations and showed its commitment toward
sustainable development. The RSPO was founded with the objective of promoting the growth
and usage of sustainable palm oil products through credible international standards. Indonesia,
as the largest palm oil production in the world, also mandate the compliance of the national
sustainability certification, namely Indonesian Sustainable Palm Oil Standard (ISPO). ISPO is
a mandatory scheme since its establishment in 2011, whilst RSPO is a voluntary scheme
whereby producers are not forced to comply with the scheme [15]. Table 3 showed that the
RSPO P&C has more complete subcategories or social indicators that are relevant to the SLCA
assessment than ISPO.

Scientific publication. The case studies showed that the social indicators used generally follow
the UNEP/SETAC Guidelines. However, they do not provide reasons for selecting or
prioritizing any subcategories or indicators in terms of sectoral context. An overview of the
social indicators applied in the available SLCA case studies of oil palm production system is
provided in Table 4.

Table 4: Set of social indicators applied in previous SLCA studies
SLCA studies on oil palm production system
[16] [17] [18] [19] [20]

Social indicators/subcategories

Workers:

Freedom of association and collective bargaining
Forced labour

Equal opportunities/non-discrimination

Fair salary

Occupational health and safety

Working hours

Social benefit/social security

Child labour

Local community:

Access to material and immaterial resources
Delocalization and migration

Health and safety living condition
Community engagement

Local employment

Respect of indigenous rights

Value chain actors:

Fair competition

P22 2 2

P22 2 2 2 0

2 2 22 2 2 2 2
<. 2 <2

Vo2

2 <2 2 <2
2 2 2 2
1
2l 2 2

< 22 2 2 2 2 2L 2 22 2 2 2 2
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The SLCA previous case studies on the palm oil production system was conducted by [16] in
Jambi Province Indonesia, involving several stakeholders such as value chain actors,
employees, local community, government representatives, and non-governmental organizations
related to the palm oil industry. There are eight social indicators that are assessed against
workers including freedom of association and collective bargaining, forced labor, equal
opportunity/nondiscrimination, fair salary, occupational health and safety, working hours, and
social benefit/social security and child labor. Meanwhile, the social indicators assessed against
local communities including access to material resources, delocalization and migration, health
and safety living condition, community engagement, local employment, and respect of
indigenous rights. Stakeholder perspectives were evaluated by determining the gap between the
expected and perceived quality of each social criterion, which was measured using a seven-
point Likert scale. Other studies conducted by [17] and [18] in Johor region, Malaysia focuses
on two stakeholders including workers and local communities. The study used a five-point
Likert Scale. There are five main social indicators that are assessed against workers including
equal opportunity/nondiscrimination, fair salary, occupational health and safety, working hours,
and social benefit/social security. Meanwhile, the social indicators assessed against local
communities include health and safety living condition, community engagement, local
employment, and respect of indigenous rights. The latest SLCA study conducted by [19] only
focuses on workers. This study performed social life cycle impact assessment using
Subcategory Assessment Method (SAM) with eight main social indicators that adapted from
[8]. In the same period, [20] also conducted an SLCA study of workers and local communities
in the Johor region, Malaysia. There are four social indicators for workers and three social
indicators for local communities. The previous studies provided the view that the social
indicators chosen depend on how many affected stakeholders are selected within the scope of
the research system boundaries.

Social indicators selected from media coverage social issues were identified from public
articles emerging from 2008 until February 2022. The search criteria were oil palm social issues
in North Sumatera Province, Indonesia. There were 100 articles collected:

e Reputable national media (e.g., Kompas, Jakarta Globe, Tempo, Gatra, Detik): 42 articles
e Local media: 26 articles
e NGO media report: 32 articles

Table 5: Social risks level based on media coverage review
(Table ends on the next page)

Risk level | Social issues Number of issues
Delocalization and migration

Local employment

Sexual harassment

Supplier relationship

Training and education

Wealth distribution

Access to services and inputs

Community engagement

Equal opportunities/non-discrimination

Working hours

Employment relationship

Freedom of association and collective bargaining
Meeting basic needs

WWIWININININ|IFPIFPIFP(IFP(FP(-
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Fair competition 5
Medium | Occupational health and safety 5
Respect of indigenous rights 5
Child labour 6
Social benefit/social security 7
Fair salary 9
Access to material and immaterial resources 11
Health and safety living condition 11
Forced labour 18

Table 5 show the social issues identified, classified into three categories, high, medium and low
risk level. The issues identified were mapped to the material topics, and those that are frequently
mentioned (> 5) are considered as high risk, while less frequent (4 - 5) is medium, and very less
(< 4) is low. Based on this approach, forced labor, health and safety living condition, access to
material and immaterial resources and fair salary are the most high-risk issues within oil palm
production system in North Sumatera Province. By referring to the same approach, study
conducted by Sharah etal., in [10] in the social LCA of poultry production in Indonesia showed
that poverty and community health are the most high-risk issues, while environmental pollution,
child abuse, abandon child, labor rights and treatment, community engagement, sanitation,
social economic gap, and growth stunting are medium risk issues within the system studied.

3.2. Social hotspot analysis

The expert group discussion was held in Indonesian Oil Palm Research Institute which was
attended by 18 experts from various agencies such as researcher, local governments, academics,
child protection activists, smallholder associations, plantation trade union federations, and
association of oil palm entrepreneurs. The expert discussion aimed to explore any social issues
related to oil palm production activities and agree on the final social indicators to be used in the
SLCA of the oil palm production system. Based on this approach, 22 social indicators have
been agreed including 11 main social indicators for workers, 6 indicators for local communities
and 5 indicators for smallholders. The expert participants prioritized workers’ health and safety
aspects and fair working conditions as well as regional value creation and opportunities for the
local communities. Expert participants prioritize aspects of fulfilling workers' rights including
decent working conditions, worker health and safety, social security and the fulfillment and
respect of rights for local communities including health and safety, community involvement
and respect for indigenous peoples' rights. In addition, the expert participants also focused their
attention on smallholders, especially on aspects of fair competition, distribution of welfare,
supplier relations and access to services and inputs. Details on the risk level and social issues
identified based on the expert group discussion are shown in Table 6.

Table following on the next page
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Stakeholders

Social indicators/subcategories

Workers

Freedom of association and collective bargaining

Forced labour

Sexual harassment

Equal opportunities/non-discrimination

Fair salary

Occupational health and safety

Risk level

Medium

Working hours

Employment relationship

Social benefit/social security

Child labour

Training and education

Local community

Access to material and immaterial resources

Medium

Medium

Delocalization and migration

Health and safety living condition

Community engagement

Local employment

Respect of indigenous rights

Medium
High
High

High

Smallholders

Fair competition

High

Wealth distribution

High

Supplier relationship

High

Meeting basic needs

Access to services and inputs

High

Table 6: Social indicators risk level based on expert group discussion

The results from the media coverage review and expert group discussion then combined to
determine the outcome of the social hotspots analysis for this study, as shown in Figure 4. The
issues with the high-risk in each of the approaches were selected as material topics, despite the
fact that they might not have a high-risk level in the other approaches. For example, based on
the media coverage review, access to services and inputs is considered as low risk. However,
in the expert group discussion it is considered as high risk. Hence, the risk level for access to
services and inputs is considered high in the social hotspots analysis.

Figure following on the next page
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Figure 4: Set of final social indicators risk level based on media coverage and
expert group discussion approach

In the selection of final set indicators, attention should be paid to selecting relevant and
measurable indicators. This selection criteria utilizes triangulation, so that the adoption of this
method can be justified. The approach used also considers qualitative indicators which have the
same important function as quantitative indicators in the SLCA. Our findings underscore the
importance of social impact assessment in terms of fulfilling basic workers' rights, opportunities
for local communities and smallholders as value chain actors. Our findings have also tried to
complement the social indicators that have been developed by several previous SLCA studies
in the oil palm sector with a reasonable and comprehensive justification.

4. CONCLUSION

The result showed there were 22 final set of social sustainability indicators selected that can be
used in assessing the social performance of the oil palm production system in North Sumatra
Province. The most high-risk social impacts are related to forced labor, fair salary, social
benefit/social security, child labor, access to material and immaterial resources, health and
safety living condition, respect of indigenous rights, fair competition and access to services and
inputs. The results of this study could become valuable inputs for monitoring of social
sustainability of oil palm production system, specifically for the North Sumatra region and
generally for Indonesia.
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ABSTRACT

The elaboration of this study arises from the increasing use and consequent dependence of
Business Intelligence information systems, by companies and organizations, since, in times of
pandemic, these same entities are undergoing a digital transformation through which it aims
to update and improve their respective existing processes. However, the
implementation/transition of this type of systems may have several financial, procedural and
structural impacts on the organizational complex. It's a fact that the pandemic accelerated the
process of digital transformation in organizations. Even so, the adaptability of its employees to
a new technological context may be a challenge existing in them as well as in their existing
processes, as well as in the quality of the information existing in the new Business Intelligence
(BI) tool and the congruence of their data with the program. old used. In this way, this work in
progress aims to understand the possible impacts that this digital transition has on a
multinational in the childcare sector, especially in its financial area, through a case study,
focusing on the procedural and organizational changes provided by the transition of Business
Intelligence tools. The methodology adopted was a case study. As result, according to the
literature review and documental analysis, the use of Bl tools causes several changes in the
organizational context, not only in decision making but also, in the quality of existing
information, in the processes of its employees, in the execution time of certain practices, among
other factors.

Keywords: Business Intelligence, Digital Transformation, Finance, Information Systems.

1. INTRODUCTION

The new coronavirus pandemic (COVID-19) has changed, on a large scale, the identity of
several companies and organizations in the business complex, in various aspects, such as the
import and export of goods, health, well-being and relationships. of its employees, causing
major impacts at an organizational, structural and also financial level. Small and medium-sized
companies were the most penalized by the pandemic, as they could not invest so much in their
organizational development, in structural, technological or procedural terms, since these are
more likely to fluctuate according to the variation of the economic situation, thus becoming
exposed to risk situations (Shen et al., 2020). The same authors claim that this labor and social
crisis has caused an acceleration in the process of digital transformation, on the part of
companies, making them adapt to this new reality, as technology evolves, contributing to a
greater network. of stakeholders, making the organization's competitiveness more globalized
and efficient.
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This transition has impacts in all contexts where the business operates, making information
technologies play an even more important role in this organizational change, especially with
regard to structural, procedural, strategic and even cultural factors (Veras, 2019). These
technological advances that we are witnessing were also greatly boosted by the concept of
Industry 4.0, created even before the beginning of this pandemic, also known as the fourth
industrial revolution, represents the ambition of technological development in European
industry. with the objective of making an entity's processes more efficient and productive
(Breque et al., 2021). The same authors also state that, during this time, this type of
industrialization was more focused on aspects more related to advances in digital technology
and in the automation of production processes. In this way, and with a greater focus on
digitalization, Industry 5.0 emerges, which aims to complement its predecessor, in the long
term, through the use of artificial intelligence in the efficiency and automation of processes, not
only in industrial terms but also in digital terms and a development with greater attention to the
human being, in social terms and also in environmental sustainability. Thus, it can be seen from
the outset that the digital transition present today will have significant advantages, primarily in
industrialization, through these new concepts, which will have an impact on the social context
of the population in general, on the organizational environment and also on environmental
sustainability. For the present study, it is essential to relate the main elements existing within
organizations today, including processes, people and technology. The implementation and
consequent use of Business Intelligence systems, by employees of the financial area of the
company under study, will be, for the present investigation, the main object of analysis. In this
way, the following research question arises for the present study: What are the impacts caused
by the transition of Business Intelligence tools in the financial complex of organizations? In
order to answer the question above, a case study of the company under investigation will be
carried out as a methodological approach.

2. LITERATURE REVIEW

2.1. Digital Transformation in Organizations

The digital transformation that we are currently witnessing, in the business context, can be
defined as the process of change and improvement, through existing technological means, in
relation to the platforms used in organizations, their existing processes and in the area of
business activity, with the aim of increasing its efficiency and adding value (Ghi et al., 2022).
The same authors also state that digital transformation can provide the organization with greater
market competitiveness by updating its technologies in the business, thus attracting new
customers. Technology, during the last twenty years, has had a large-scale impact on the
organizational context in various sectors. Technological development has allowed the creation
of more jobs and the emergence of new professions (Glrsoy and Varol, 2021). In addition, it
changed the technical knowledge of employees in organizations from different areas, more
focused on the digital context. The same authors also state that this technological development
guarantees several positive aspects for organizations, regarding their supply chain, with greater
control over the inventory and in the monitoring and follow-up in the transport of products.
There are also benefits in the production of articles that can be translated into a reduction in
cooking time, greater efficiency in the production process, which also corresponds to a
reduction in costs. It is also worth noting that the COVID-19 pandemic, in turn, changed the
organizational complex and accelerated the digital transformation process. With the
confinements caused by the pandemic, the social context has changed radically, with people
having to adapt to a new reality. However, this in the organizational context had a great impact,
as human contact became exclusively digital (Barrutia and Echebarria, 2021). Therefore,
companies had to adopt new ways for their employees to this new digital context, through
training more focused on the technological field, video call sessions with the various teams, so
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that they do not suffer harm or feel excluded, in social or technical terms and so that they have
a better balance with their personal life. In the study by Dwivedi et al. (2020), these authors
state that the pandemic significantly and positively affected the area of information systems,
with many changes and improvements in their use in organizations, through the process of
digital transformation, stating that the use of technology is fundamental. and that, in turn, if
there were no acceleration of transformation in its area, it could result in greater economic and
social problems. In this way, organizations began to have greater consideration for information
systems and their transformation or updating, taking into account that these could result in great
competitive advantages for them and for their level of performance.

2.1.1. Industry 5.0

The digital transformation that exists today was greatly driven by the concept of industry 4.0,
also known as the fourth industrial revolution. This industrialization concept, introduced in
2011, aimed at the technological development of societies, had the purpose of making the
production processes of a given entity not only automated but also maximized, in terms of their
efficiency, performance and productivity, through the emergence of of new technologies, such
as artificial intelligence, robotics, internet of things, among others (Breque et al., 2021). The
truth is that this concept of industry 4.0, over the years, has been applied in other realities and
in other contexts beyond processes at the production level, with regard to the transformation
and automation of certain existing practices in different entities, such as its application in the
areas of accounting, tourism, health, among others (Madsen and Berg, 2021). However,
according to authors such as Breque, Nul and Petridis (2021), they claim that this concept,
during these years, was more focused on digitization and the use of emerging technologies, not
taking into account the theme of environmental sustainability or the people's social context. In
this way, the concept of industry 5.0 arises, which aims to have a greater focus, not only on
automating existing processes and maximizing their efficiency in entities and organizations,
through digitalization, but also and mainly greater concern for the environmental sustainability
of the planet in the long term and concern for the population in general, regarding their personal
and social well-being. The same authors also state that, in terms of future vision, the two terms
may differ, taking into account that the first mentioned may portray an optimistic scenario,
regarding future industrialization, with regard to the productivity and profit of organizations.
However, it could have negative consequences for the sustainability of the planet and the well-
being of its employees. Regarding the second concept, despite the greater concerns about the
personal and environmental context, it could also translate into increased costs in the short term
for companies, in the ambition to fulfill all these objectives and concerns proposed in the long
term.

2.1.2. Digital Transformation Challenges

The transition to digital in the organizational context is still a topic that raises questions and
problems that may jeopardize this transformation. Even though, conceptually, it is
advantageous that the processes have the possibility of becoming automatic and more efficient,
or even despite the existence of a better quality of information, there is a long way to go for
these objectives to be fully met. It is necessary that the organization is well aligned internally,
between the various areas of activity of the business and also externally, so that this transition
to the digital context is properly carried out. Authors such as Heavin and Power (2018) state
some challenges and dilemmas that digital transformation faces today in organizations:
priorities; the storage of information; the dilemma in designing the work done by people and
machines; the security; the privacy. The issue of priorities in organizations, in digital
transformation, addresses the fact that their employees waste time in the elaboration of tasks
related to the transition to digital, in the use of new platforms, instead of elaborating their daily
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work. This can translate into a digital transformation that falls short of the expectations of its
possible efficiency, taking into account the current work of its employees or even the opposite
of not performing their daily tasks correctly when using their time in this transition, making it
difficult and adding work to the same. The dilemma in storing information, according to Heavin
and Power (2018), depends a lot on the ability that organizations have to store the existing data
in it and, therefore, they may have to make a choice between possible important data for a
certain purpose, for the benefit of others, taking into account this maximum capacity. The same
authors also state that there is also a great challenge that is present today with this digital
transition, in this case the dilemma between people and computers, which states that the latter
can replace the work of individuals who do not have much technical knowledge of the digital
component, which could translate into a smaller number of employees. The difficulty of using
new tools is also an existing challenge in this context, as it may jeopardize the security and
privacy of the organization. In other words, users who do not have much technical knowledge
may improperly access these tools and disseminate information in an unwanted way, or even
not be able to use them. In addition to these challenges, in the study by Hai et al (2021) these
authors state that there is not so much predisposition in organizations, both in end users and in
the technical support of these new tools, making this transition more time consuming, less
efficient and less efficient less competitive than its competitors. It is therefore necessary for
organizations to adopt well-defined strategies, a plan for the implementation or transition of
digital tools, adequate resources and also a great predisposition of employees to this change in
their current work, corresponding to what are the needs of the business, in order to that this
transformation is advantageous in terms of efficiency and competitiveness.

2.2. Information Systems

The definition of information systems can first be explained separately, taking into account that
they are terms that have the possibility of being characterized independently. According to
Laudon and Laudon (2007), these authors state that the term system is defined as the set of
elements, norms and processes related to each other, with the objective of receiving inputs, or
in this case data, which are worked on and give rise to the outputs of transformed data to the
needs of your end users. Regarding the second term, the same authors state that it is defined as
the set of existing data in a given context, already processed and worked on for its end users,
taking into account all their needs. In turn, information systems can thus be defined as the set
of interrelated elements and standards that carry out the collection and processing of data, their
storage, processing and management, in order to provide greater support for decision making,
meeting the existing needs, not only of employees, but also of the organization. It should also
be noted that information systems need three fundamental and interdependent components for
their functioning, among which are organizations, technology and people, in which they only
work efficiently if these three variables are fully aligned and interconnected with each other.

2.2.1. Information Systems in Organizations

According to Lim (2013), information systems, in the organizational context, are designed to
help support the management of the company, especially with regard to decision making, since
there is greater detail in the existing information of your business, improving so your
performance. Thus, it is essential to use information in real time from specific software or
programs, thus contributing to better and faster decision making. Information systems can
currently be used to provide organizational changes, transforming the structure, culture, policy,
workflows and operational procedures of organizations. The implementation of this type of
systems are complex tasks that, when successful, have positive effects on the organizational
structure, on the skills of its employees and on new management strategies.
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Technological advances in information systems are accelerating their trend towards globalized,
knowledge-driven economies and flat, flexible, decentralized organizations that can coordinate
with other organizations over great distances (Basoglu et al., 2007). In this way, as a company
grows in terms of structure or value, these systems facilitate the vision of its managers and
leaders, supporting decision-making through a single system. The growing use of this type of
IS by several companies on the planet is due not only to the globalization of companies, but
also to the unique and real-time treatment of information, in a single system, made possible by
advances in information technologies. There is still a tendency for organizations to shift towards
structures based on processes, instead of functional structures, which is directly reflected in the
performance of employees, as well as in the financial performance of the company.

2.2.2. Information Systems Challenges

It should be noted that there are several challenges in the implementation or even in the use of
the various IS, in its security, in the skills of its employees in relation to the program used or in
the limitations of the systems themselves. The security of information systems guarantees the
general protection of existing data in the organization and allows the information that end users
need to be properly provided. However, IS security can be a challenge as it can trigger the
disclosure of confidential information, due to behavioral factors, structural factors of the
program itself or even cyber-attacks on company information. So that this type of situation does
not happen, there is the international standard 1SO 27000 that determines the way of using
matters related, in this case, with the security of the IS, in order to prevent that this type of
systems are well implemented, trying to prevent unwanted situations from happening. In
addition, employees can also have a negative impact on the use of IS, insofar as they may not
be receptive to a new reality or even not have the necessary training to use these new programs.
It is therefore essential that companies outline objectives and strategies in order to meet the
understanding, on the part of their employees, of these systems, for a better aptitude of them in
their use (Maravalhas, 2010). It should also be noted that one of the challenges that arises in the
implementation or even in the use of information systems is the organizational context in which
they are inserted. For the most part, the organizational context has to adapt to the IS, and the
opposite can hardly happen. In other words, information systems often have a standard process
architecture which, in turn, can translate into complex implications when adapting the IS to
your business. Therefore, it is essential that plans and strategies are drawn up that ensure that
the needs of an organization, in terms of culture, structure and processes, are satisfied with the
existing possibilities of the IS. It is therefore necessary for organizations to outline well-defined
objectives and strategies, in order to minimize as much as possible all possible adversities when
implementing information systems in their organizational structure.

2.3. Business Intelligence Tools

Business Intelligence tools are generally used to store existing data within the business context,
combining them and making them more interactive and dynamic (Alaskar & Saba, 2020).
Business Intelligence establishes a connection to the database of all departments of the
organization, thus providing, in real time, the various information desired by end users, thus
contributing to a better and more informed decision making, in a more interactive and easier to
interpret the results obtained (Sharda et al., 2017). One of the great advantages of using this
system is, above all, the elaboration of specific calculations in this tool, without changing the
structural database. Thus, the process of making the existing procedures in the different
departments of the organization automatic becomes easier, giving end users more time to
analyze the data obtained.
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This information can come from different sources such as other information systems such as
Enterprise Resource Planning (ERP), Customer Relationship Management (CRM), Supply
Chain Management (SCM) tools, among others (Alaskar & Saba, 2020). However, through the
ETL process, only essential information will be considered in what are the needs of each
department, so that there is no excess of information, thus concentrating the data from the
different sources of the organization, in a more agile way in the elaboration of reports in the
Business Intelligence tool used. In a study by Yiu, Yeung and Cheng (2020), they claim that
companies that have adopted a Bl system in their organization tend to have higher profits and
lower risks in their financial performance and also in the quality of the information presented
by the organization. tool used. However, in the current context, there are still companies that
show some fear in this digital transition of their Bl system.

2.3.1. Business Intelligence Impacts

The use of Bl tools causes several changes at various levels in the organizational context, not
only in decision making, but also in the quality of existing information, in the processes of its
employees, in the execution time of certain practices, among other factors. Addressing here the
repercussions on decision making, in the study by Berhane et al (2020), these authors claim that
this type of tools impact three fundamentals of this process, among which, data quality, data
analysis and even in the human factor. Regarding the first factor, the authors state that it is
characterized by being essential in the creation of value of existing processes. With regard to
data analysis, they show that decision-making should take into account the analysis of data and
its control, so that they can manage the business in a timely manner. Finally, turning now to
human factors, their impact on managers' decisions depends on the nature of the problems
raised. The human factor has a greater influence on problem solving in a qualitative way,
contrary to what may happen with Bl itself, which already has a quantitative nature. However,
it will also be important to have the qualitative perspective of the employees, so that there can
be more detail, reliable and understood, in the decision-making process. It should also be noted
that organizations have to adopt measures so that there are positive impacts in the
implementation of a Bl system. In the study by Khan et al (2020), they claim that there must be
adequate training for employees, so that the company's performance is maximized. These
authors also state that data storage has been widely used in the business context, which could
translate into a competitive advantage for them, insofar as it is strategically directed to their
needs. Thus, it can be seen from the outset that the success of implementing Bl systems or their
use is closely linked to the human factor, in terms of the perception that end users have of these
tools and in the strategies of companies to help make decisions. decision making its efficiency
maximized, with regard to the quality and analysis of business information.

2.3.2. Business Intelligence Challenges

However, it should be noted that the implementation or use of Bl tools may have obstacles for
organizations. This type of limitations can be summarized in internal and external factors and
also in technical factors. Regarding internal factors, in the study Gudginnsson and Strand
(2017), these authors state that there may be limitations in the knowledge of their employees in
the use of BI tools without adequate training for them. It should be noted that the IT department
of organizations may not provide the necessary or adequate support to existing processes, due
to the fact that they do not have the necessary knowledge of them or even of the tool itself.
There is also little interest by managers in these tools that can support decision making, with a
preference for information provided by existing processes. There is also a tendency for the
organization's employees to use existing tools and processes instead of this type of information
systems, even if this takes longer to run. Regarding external factors, the same authors emphasize
that, when there are external IT consultants, difficulties may arise in obtaining the necessary
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support in the use of BlI, in relation to organizational processes. In addition, with regard to
technical factors, the same authors state that difficulties may arise in the quality of the
information existing in this new tool. There are also concerns that data may no longer be
available or be deleted, for various reasons, when periodically updated. Difficulties may also
arise that cause the information to be manually entered into the system, which will also be a
problem considering that there is a possibility that this manual process has errors or failures.
Information privacy can be a technical challenge for organizations, as it can cause problems
when data is loaded into the Bl system (Khan et al, 2020). There may still be some fear in the
use of this type of systems that make organizations opt for existing processes and tools, even if
this has greater implications in terms of task execution time and the quality of information. It
is, however, necessary that, so that they can maximize their performance, they outline strategies
and plans, so that the Business Intelligence tools meet their needs, always taking into account
all the challenges and limitations described here.

3. MATERIALS AND METHODS

3.1. Context Characterization

The company where the case study was carried out is a multinational belonging to the childcare
sector, which for reasons of confidentiality, the nomenclature Company X was used for the
designation of the organization. Based in Canada and with several shared service centers in
several European countries, Company X has more than 3000 employees, from the most varied
areas, including production, the financial area, the technological area, among others. The reason
for choosing this company was due to the fact that it is the place of professional activity where
the present study took place and also because the use of Bl tools is a solution of great importance
and, above all, necessary in today's contexts of multinational organizations (Oliveira, 2011).
This study focused mainly on the financial department of Company X, which has around 70
people, at the time of its preparation, to understand the impacts generated in the satisfaction of
its users regarding the new BI tool implemented. In this case, Company X aimed to transition
from IBM's Cognos Analytics tool to Microsoft's new Power Bl tool. Company X had already
used the Cognos Analytics tool in its organizational context since 2014, where its database was
the ERP used in all functional areas of the organization.

This tool only served as a basis for extracting data, so that they could later be worked on
manually in spreadsheets, which, in turn, could take some time when performing certain tasks
and processes for each user, with the possibility of allowing errors. or failures to work with the
information obtained. This happened because this tool was not very intuitive for its users and
also had little application support. In this way, Company X's objective was to make the
transition from the Cognos Analytics tool to the Power BI tool, where the latter has the
advantage of being able to integrate several information systems, in addition to the ERP used
in the organization, having the possibility of being implemented in real time several interactive
reports (dashboards) more intuitive for its end users, offer more application support in satisfying
the requests of the organization's employees and also to automate certain processes in the
financial area. In this case, there was a great challenge ahead in this transition of Business
Intelligence tools, as the data that existed in Cognos Analytics had to migrate to Power BI
properly, the reports that were in the first Bl had to be prepared in the second , provide adequate
training to its end users and also in the application support that the IT department would have
to provide to employees in the financial area in satisfying their requests.
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3.2. Investigation Methodology

The choice of the case study as the methodology of this work is explained by the fact that this
investigation implies an exploration in the real context of the transition of Business Intelligence
tools through the collection of data from sources of information such as document analysis,
interviews and questionnaires. In this case, the case study methodology is the most appropriate
for this context, taking into account that it seeks to answer questions of “how” and “why”, in
their natural and real context of events, regarding the transition from BI, when the investigator
has no intervention in the study process (Yin, 1994). Therefore, through an exploratory study
with a mixed approach, in this case quantitative and qualitative, the objective of the present
investigation will be to understand the impacts generated in the transition of Bl tools, whether
positive or negative, regarding the acceptance of the new tool. by users, whether from the IT
department or the finance department. Furthermore, as this investigation is a combination of a
qualitative and quantitative approach, these two complement each other, in order to obtain in-
depth results and to encourage a more detailed discussion of the case under study.

3.3. Data Collection Process

For the present investigation, as previously mentioned, the techniques used for the collection
of empirical data were interviews, questionnaires and also documental analysis, applied in
Company X, thus having a mixed approach, that is, quantitative and qualitative. In addition to
the literature review, documentary analysis was carried out on Bl tool manuals and documents
produced by these tools. The interviews are ongoing and will be conducted with two employees
of the IT department. The questionnaire will be launched to employees of the finance and
finance department. The techniques performed in the data collection process will be related in
order to perform a triangulation of the empirical data collected.

3.3.1. Documental Analysis

There were several characteristics of the two Bl tools under study for the fundamental or data
collection process carried out previously and to perceive the existing differences of each one.
Figure 4 presents a Gartner magic quadrant (2022), regarding the magic Bl platforms used in
the business context, where it is shown here as current market trends, through a two-
dimensional matrix that evaluates a study of vision and execution capacity.

Figure following on the next page

158



86™ International Scientific Conference on Economic and Social Development
23-24 September 2022, Lisbon, Portugal

@ Mir rosoft

@ Salesforce (Tablesu)

Google gy
Cami i @ i
W rsrateay [ ] TIHCO Software ® & heughtSpot
® 9 .. ..
Amazon WelrSenices @ byl gl SSENSE
Alibiaba Cloud '
Pyramid Analytics iy L T
yal ko
. Zoho i @ Yelowfin
corta @
@ Tellius
=]
=
wl
=
ke
=
.
=
@
<
COMPLETENESS OF VISION Ag of January 2022 © Gartner, Inc

Figure 1: Magic Quadrant for Business Intelligence Tools
(Source: Gartner, 2022)

Furthermore, in the study of Boas et al (2020), the authors refer to what they consider to be the
fundamental characteristics of each of the Bl tools under study. Regarding Cognos Analytics,
these authors considered the following characteristics:

e Data Protection

e Reports Schedule

e Web Version

Regarding Power BI, these were the characteristics mentioned by the same authors:

Easy Learning

Intuitive

Web, Desktop and Mobile Version

Wide Range of Visualizations

Data Cleaning and Transformation

In addition to these characteristics described above, the same authors responded to the following
variables in these two Bl tools, namely in terms of accessibility, that is, ease of use of the tools,
connection to the database, preparation and cleaning of data and also in their safety, shown in
table 1:
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Variable Cognos Analytics Power BI
- Obsolete; Intuitive;
Acessibility Bigger Learning Curve Office 365 User Friendly
Database Connection Easy to Connect
Preparation .and Data Not much flexibility Tools that helps in Pr_eparatlon
Cleaning and data cleaning
Security Solid Security

Table 1: Comparison of Variables of Different Tools
(Source: Boas et al, 2020)

3.3.2. Interviews

The interviews for the present case study are of semi-structured origin, in order to understand
the perception that employees of the project management team and the development team had
on the variables presented in Table 2, regarding the transition of the Bl tools used at Company
X. In turn, an interview guide was prepared based on a theoretical basis of the authors
mentioned in the same table, through a literature review, in order to meet the question of the
present investigation.

Variable Source
Information Reliability Yiu, Yeung & Cheng (2020)
Information Quality Yiu, Yeung & Cheng (2020)
Process Automation Pervan & Dropuli¢ (2019)
Information Availability Khan et al (2020)
Privacy
Khan et al (2020)
Segurity
Support Gudginnsson & Strand (2017)
Data Transition Khan et al (2020)
Functionalities Sharda et al (2017)

Preference for the new tool -

BI Tools Transition Decision -

Table 2: Interview’s Variables

Two people from the IT department were therefore questioned, including one of the employees
belonging to the project management team and the other belonging to the development team.
The interviews carried out with the project management team aim to understand, in a first phase,
the reason for the transition of the BI tools, how this transition was carried out, regarding the
management and organization of the project, and also the perception that this team has towards
this kind of tools.

160




86™ International Scientific Conference on Economic and Social Development
23-24 September 2022, Lisbon, Portugal

Regarding the second team mentioned, the objective here will be to understand how they
ensured that certain needs of the project and even the organization were met, on a more technical
level and also what their perception of this new tool was.

3.3.3. Questionnaire

The questionnaire was developed with the objective of understanding whether the new tool had
a positive impact on the human factor, on the existing processes in the finances of Company X
and which is the preference of each of these, being divided into five phases. It should also be
noted that the structure of this questionnaire was adapted from the study of Castanheira (2019).
In the first phase, a preliminary treatment of the data that are necessary for this study is carried
out, in this case, only the population that uses Bl tools, in order to increase the relevance of the
study. In the second phase, the dimensions belonging to the human factor w