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CHINA - RUSSIA, ASTRATEGIC POLITICAL AND ECONOMIC AXIS
OF THE CONTEMPORARY WORLD

Miroslaw Przygoda
University of Warsaw, Faculty of Management, Poland
miroslawprzygoda@wp.pl

ABSTRACT

In the last few years the geopolitical structure of the contemporary world has been rapidly
evolving. The hegemony of the United States is visibly being replaced with bipolar
international political and economic power and relations. In the first half of 2013 there were
no signs of changes in the existing situation on the horizon. Successful were the relations
between the USA and China in the areas of economy, culture, research, and commerce. The
relations between the USA and the Russian Federation at the beginning of the 21% century
could also be described as good. It seemed that the co-existence of said nations would last on
the same conditions for several dozen years at the very least. However, Kiev protests that
marked the end of the year 2013, the Crimean crisis that started 2014, and then the still
ongoing rebellion in East Ukraine, significantly transformed the existing balance of power.
The well-established subtle balance of the mutual interests and spheres of influence was
irreversibly disturbed. Political and military events triggered off old animosities and new
ambitions. Ruled with an iron hand, Russia strongly opposed the attempts to gain influence in
the East made by the EU and the USA that supported the Union. Initially more in disguise, but
later officially, China sided with Russia. This resulted in the creation of a strategic political
and economic axis, a long-term aim of which is to radically change the world’s balance of
power. The axis claims its opponents are the USA and the decaying “Western World”. Some
time ago such declarations would not be alarming. However, with the “old Europe” torn by
internal conflicts and the USA weakening year by year, there is a reason to feel concerned.
Many wonder whether it is possible for the Beijing-Moscow plan to be implemented. One
should think how such an unfavourable chain of events would affect the world; whether the
today’s incidents could have been anticipated and how much time is left before the global
order is changed.

Keywords: Axis, China, Contemporary world, Russia, USA.

1. INTRODUCTION

In May 2015, the government of the United States announced the details of a new national
military strategy. Members of the Joint Chiefs of Staff and a number of prominent specialists
from various fields have been developing assumptions of this document for a long time. The
need to prepare a new military strategy has emerged in the past few years due to the new
global threats. The revised US war doctrine recognises that counterterrorism and military
interventions on the regional level are of less importance. As the most important positions
prolonged armed conflicts on a large scale with the enemy “almost equal” to the United
States. As “almost equal” rival for the US Army the armed forces of two countries are listed:
the Russian Federation and the Republic of China (L. Krawczyk, 2015).

The assumptions adopted for new tactics were called “decisive action” during which soldiers
are supposed to conquer and keep a large stretch of land. This completely changes the nature
of the existing training system of the US Army and the profile of its weaponry. In place of
conventional forces, much greater emphasis has been placed on the strategic armament. The
evolution of the US military doctrine was dictated by a serious danger of losing the country's
position as the dominant superpower in the world. The current situation, however, is not
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observed as being sudden and surprising. It is the result of painstaking and long-term efforts
of both China and Russia to change the current balance of power on the planet. The growing
military importance of Moscow and Beijing is the effect of an increase of the political and
economic influence of these countries on the international scale. Each of these countries
individually, both China and Russia are not able to threaten the US strategic interests. Only
laboriously built for some time the strategic alliance of the greatest country in the world and
China, is a factor that may lead to major geopolitical changes on the globe.

2. CHINA AND RUSSIA MILITARY ALLIANCE

Global Firepower Internet portal prepared a ranking of 100 most powerful armies in the world
based on fifty different factors. In this ranking, however, there were not taken into account
nuclear forces of all the countries concerned due to the fact that, according to the creators of
this list, they cannot in any way be compared with the potential of the USA and Russia. The
place of the state in the ranking is determined specifically for the classification by so-called
“Power Index” (Pwrindx). The smaller is the value, the higher is the place of the army in the
prepared list according to its strength. For the purposes of this study 10 largest armies in the
world were selected.

Table 1: Countries Ranked by Military Strenght 2015
(http://www.globalfirepower.com/countries-listing.asp)

Nr COUNTRY GFP Power Index ( “PwrIndx”)
1. United States of America 0.1661
2. Russia 0.1865
3. China 0.2315
4. India 0.2695
5. United Kingdom 0.2743
6. France 0.3065
7. South Korea 0.3098
8. Germany 0.3505
9. Japan 0.3838

10. | Turkey 0.4335

Who has the most powerful army in the world? It is the United States which arguably
come first in that regard. The total defence budget of America is an astronomical amount
of 689 billion dollars. In total, the US military employs nearly 1.5 million people. When
it comes to numbers, the US is beyond any competition, especially financially. Russia comes
second with its defense budget (in 2015) at around 81 billion dollars, although it employs
almost as many people as the US — one million two hundred thousand. China, which is on the
third position, allocated to the military in the current year up to 145 billion dollars and
employs the biggest number of people out of all countries included in the ranking — more than
two million. However, the possible tactical and operational capacity of the Chinese army is
not rated as high as the American and Russian — that is why its place in the ranking is lower.
Further down there are no great surprises. India, United Kingdom, France, South Korea,
Germany, and Japan. All these countries spend on military roughly similar amounts: 40 to 60
billion US dollars (Wasowski M., 2015). It may not come as a surprise a country located in
last place in the table. The ranking closes Turkey having the ambition to become a regional
power in the Middle East with a budget of almost 19 billion dollars. The important
information is that of the two other states which comprise the so-called “BRICS Group” (next
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to included in Table 1: China, Russia and India) that cooperate closely with Beijing and
Moscow — in the Global Firepower ranking: Brazil occupies 22™ place with Power Index of a
value of 0.7063, and South Africa 32" place with index estimated at 0.9233.

One might be wondering if there is a real danger of losing by the US the global military
leadership to Russia and China? Ultimately, both these countries spend far less financial
resources on armaments than Washington, and their military potentials do not match the US
military. However, what can bother the American people is the fact that due to the economic
crisis, the US defense policy operates on a limited and uncertain budget. Resources spent on
national security are dependent on finding a political compromise. Under the Act of 2011
(Budget Control Act) there are limits imposed on the defense budget that are effective until
2023 and the failure to follow threatens with forced, uncontrolled cuts (sequestration).
Following the suspension of sequestration for the years 2014-2015, the risk of forced
reduction in the budget will return in 2016. Dismissal of this vision will be extremely difficult
because the US Congress is now dominated by Republicans who are committed to reduce
spending and many international issues are part of their dispute with the White House. Forced
cutting and closing down of the existing military bases in the United States caused by them
impose further restrictions on the permanent presence of the American forces in the world —
primarily in Europe (Lorenz W. Piotrowski, M., A., 2015, p. 2). United States opted for a
substantial reduction of its military personnel and leaving out 15 bases on the Old Continent,
among others: in the UK, Germany and Portugal. Everything in order to be able to save about
$500 million annually. It seems that America lost its financial breath temporarily. In this
context, rapidly growing military budgets of the Russian Federation and the Chinese People's
Republic may give cause to worry. Comparing year to year — in 2015, China earmarked more
than 10% more than in the previous year, while Kremlin has increased military expenditure in
the same period by as much as 20%.

However, taken a few years ago and increasingly close military cooperation between Beijing
and Moscow must arouse the biggest concern. In addition to the arms sale to China by Russia,
it also includes a large-scale annual maneuvers in the air, on land and at sea. Most often
participate in them from a dozen to tens of thousands of soldiers. Exercise area is no longer
limited to land areas of the Far East. Since 2012, for the fleets of both countries, the Pacific
has become an arena of exercises. They also cooperate closely in the fight against Somali
pirates, protecting the shipping industry at the Red Sea and the Indian Ocean. In 2015, units of
the two countries conducted maneuvers at the Mediterranean Sea. The presence of the
warships of both powers on waters which do not adhere neither to Russia nor to China seems
to send a very clear signal to the US, Western Europe and other NATO allies (Kruczkowska
M., 2015). It shows that control of the critical maritime routes, leading to North Africa, the
Middle Asia and the Middle East, can be transferred into other hands. It seems clear that the
extremely dynamic expansion of the fleets of both countries aims to break the world
supremacy of the United States in this regard. The most interesting seems to be the division of
roles in the military field, which have adopted for ourselves Beijing and Moscow. Since
China has been arming and continues to expand by far the largest land army and armor
weaponry, Russia has focused on the development of strategic air force and submarine fleet,
able to carry nuclear weapons. This division of tasks, in the next years, taking into account the
associated costs, may undermine the privileged position of the US as the only superpower on
the planet.

3. MOSCOW-BEIJING POLITICAL COOPERATION

The increasingly strong political alliance of Russia and China is arguably one of the most
important geopolitical events taking place in the recent years. An improvement of the
relations between the two powers can be observed since the mid-80s of the twentieth century,
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but it was the events of the early twenty first century that led to closer cooperation. Strong
foreign policy of the United States and its allies was the direct cause of the invasion and
military occupation of Iraq in 2003. Morever, the result of implementing the US strategy in
2011 was overthrowing the Libyan leader, Muammar al-Qaddafi, as well as his supporting
forces that were opposing President Bashar al-Assad in Syria resulting in the destabilisation of
the country. Both Irag, Libya and Syria were outspoken supporters of the interests of Moscow
and Beijing in the Middle East.

Politics of the Western countries, unfriendly towards China and Russia, has struck the
fundamentals of political and economic presence of these two countries in that region.
As a consequence, the events that had occurred led to closer cooperation between them
(Piaseczny J., 2014, pp. 12-15).

The joint actions in the region were even stronger and more consistent, when the US and its
allies with the support of the Arab League have begun to seek to overthrow the al-Assad
regime. Russian-Chinese duo, having the right of veto in the UN Security Council, henceforth
effectively block all attempts to adopt a resolution tightening sanctions against Iran and
denouncing the dictatorship in Syria. From the moment of his return to the presidency in
2012, Vladimir Putin leaves no illusions that China is more important to him than the West.
He showed his attitude by not going to the NATO Summit in Chicago and instead choosing
an “anti-NATO” meeting of the Shanghai Cooperation Organisation.

Instead of attending the G-8 summit at Camp David, he preferred to go to the top-level talks
with the leaders of China (Rybczynski A., 2015, p.64) .

In 2013, Russia announced its new policy of “returning to the East,” stating not without
reason that the Eurasian location is the basis of its superpower politics. Located in Central
Asia, the former Soviet republics are regarded by Moscow as an exclusive zone of its interests
(Cheda R., 2015) . On the other hand, China, in its Eurasian strategy, recognised Russia as
a key element of the existing system. Since the beginning of this century, Beijing has been
expanding on the South China Sea by building artificial islands and seizing more and more
new reservoirs. The South China Sea is an area of immense strategic and economic
importance. In addition to the rich energy resources at its bottom, such as oil and gas, as well
as rich fisheries here run the key shipping transport lines connecting East Asia and North-East
Asia with the Indian Ocean and the Middle East. This is an important channel of trade
between East and West Asia. About 15% of the world trade is carried out with the use of sea
routes in this basin (Skowronek T., 2012). The crisis that occurred after the seizure of Crimea
and the explosion of rebellion in Donbass in 2014, directed against the authorities in Kiev, has
contributed remarkably to the creation of the currently existing global balance of power.
Although China formally took a neutral position on Ukraine, in fact discreetly support Russia.
The same is true in the conflict between China and Japan on territorial claims in relation to the
Senkaku Islands on the East China Sea, or the dispute about sovereignty over the Paracel
Islands and the Spratly Islands situated on the South China Sea, between China and involved
in the territorial dispute: Vietnam, the Brunei Sultanate, the Philippines, Malaysia and
Taiwan.

Russia, although officially unbiased, supports the activity of Beijing, as addressed indirectly
against the United States and its interests in the region. Currently, one can talk about the
creation and coexistence of the two main geopolitical groupings in the world. On the one
hand, there exists traditional Western bloc comprising the states affiliated to such
international organisations as NATO, the G7 and the European Union. The main role is
played here by the United States. Washington’s key partners in Europe are France and the
United Kingdom, and at the Far East there is Japan. The second block constituting
a counterweight to the West is created by an alliance of the Russian Federation and the
Republic of China. Both powers are directly opposing the political hegemony of the United
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States through such institutions as the Shanghai Cooperation Organisation or the BRICS
nations. As allies of the acting axis Moscow-Beijing should be treated such countries as India,
Brazil and South Africa (Niewinski SA, 2014, p.7). The most spectacular and visible support
on the international arena China granted Russia during the celebration of the 70™ anniversary
of the victory over fascism, which took place on 9 May 2015 in Moscow. In view of the
boycott of the event by representatives of the West governments, in particular the leaders of
the EU countries and the US , the visit to the capital of Russia of Xi Jinping, the Chairman of
the People’s Republic of China, was an expression of opposition to international isolation of
the Kremlin and his solidarity with its authorities.

From the seat of honour on the Red Square, the Chinese leader watched a military parade of
the Russian troops, accompanied for the first time in history by the unit of the Chinese
People’s Liberation Army. This scene shown by the news media around the world, has
become a symbol of the emergence of a new geopolitical axis of Beijing-Moscow. The
announced return visit of President VVladimir Putin in Beijing, scheduled for 3 September this
year, will be another signal to the world about the existing and continuously deepening
friendship and common interests of both great nations.

4. ECONOMIC COOPERATION

Economic cooperation comprises the very core of the political and military Russia-China
relations. At the present moment, Russia’s dynamic growth mainly leans on the resources
coming from Siberia, with China being it’s biggest and arguably most important business
partner. The scale of this cooperation has been growing at a dynamic rate, though the goods
and services that Russia imports from China add up to the majority of all goods and services
in question — this is why Russia ended the financial year with a negative balance amounting
dangerously close to USD 20 bin, while the overall annual turnover of said transactions
oscillates around USD 90 bin. For mutual benefit, in 2014 both countries abandoned using the
American Dollar in their settlements, with the central banks entering into an agreement on
using the Russian Rouble and the Chinese Juan (Cukiernik T., 2015, p.14). Moscow, isolated
by the West and stung painfully by sanctions, has been forced to submit to Beijing. This
results from the simple fact that the economic potential of Russia and China is nowadays
everything but equal. Currently, China’s economic weight is estimated to roughly amount to
USD 13 trl, being the world’s second biggest economy, while Russia’s economic weight is
estimated to be worth around USD 2,5 trl, which puts it on the seventh place. In direct
opposition to those two powerhouses we have the United States, the economy of which, at the
end of 2013, amounted to more or less USD 16 trl — meaning that, statistically, the joint
economy potential of Russia and China is equal — at least on paper — to this of the United
States of America (Niewinski S. A., 2014, p. 8).

Moscow tries to oppose the world’s economic hegemon, but by doing so, it is obliged to
become economically subject to Beijing. Let the following facts be the necessary example: in
May 2014, both countries signed a 30-year contract of gas supply to China. The contract value
amounts to USD 400 bin. In order for the transaction to be profitable, the minimal price for
1000 cubic meters should be USD 360.00 at least. Acorrding to the experts’ calculations,
Kremlin is selling gas to it’s Far Eastern neighbour below the profitability threshold — less
than USD 351.00 for 1000 cubic metres (Rybczynski A., 2015, pp. 64-65). This has a major
negative impact on Russia’s economy, making it impossible for the country to recover from
the current crisis. Thus, in order to improve its finances, Russia began leasing land in West
Siberia’s Zabaikalye to China — most recently, Kremlin singed an agreement with a Chinese
company, Huae Sinban Company, on lending to Chinese investors for 50 years 115,000
hectares of land, for the price of RBL 250.00 per hectar. One should mention that the area in
question is larger than Hongkong. Furthermore, Russia does not intend to put a stop to the
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Chinese colonisation of Siberia. It is estimated that at this moment, 0.5 to 2 min Chinese
people may already live and work on the terrains spreading along the banks of the Amur
River. However, the government led by mr. Putin has no other choice but to bite the bullet
— taking the current world balance into account, China should not be perceived as Russia’s
profitable business partner, it should be perceived as Russia’s sole and only hope of keeping
it’s head above water (Rybczynski A., 2015, p. 65). Taking advantage of this fact, the Chinese
companies rapidly replace others which have withdrawn from the Russian market. They are
particularly interested in energy investments, road infrastructure, ultra-fast railway and
agriculture. For China, Russia is a seemingly endless reservoir of natural resources, raw
products and armaments.
Yet another area of the Beijing-Moscow economic cooperation has been created by
establishing the BRICS nations organisation. On Russia’s and China’s initiative, in 2006
a new group of countries was formed, and it has five members today. Apart from the hitherto
mentioned countries, its members are also India, Brasil, and the Republic of South Africa.
Coming into being of the BRICS nations organisation should be considered a world
phaenomenon of a political and economic nature. The so-called “BRICS nations” have
recently proven to be a most fascinating group, consisting of no less than five worldwide
economies collaborating with each other. The name is an acronym for an association that
comprises Brazil, Russia, India, China, and South Africa. The BRICS members are all
developing or newly industrialised countries, they are however distinguished by their large,
rapidly growing economies and their significant impact on regional and global affairs. At this
stage, BRICS is to be perceived as an elite club, in the statute of which one may find
innovative elements, revolutionary even, in regard to the message they are conveying. The
method of implementing those ideas has already been meticulously planned: it is first to
reform the global governance within the members of the “Five”, and then to take the reforms
further — to all the corners and countries of the world. In the field of economics and finance,
the BRICS nations have undertaken to perform the following ambitious goals and targets
(PrzygodaM 2015, p. 148):
World based on the existence of at least three leading countries, as a tool preventing the
domination of one superpower.
+ Creation of a new monetary system based on the principle of multipolarity.
» Reforming the global banking system.
 Resignation from the US dollar as a global currency.
+ Creation of a new, multipolar and democratic governance at the international level, where
decisions are made collectively by all states.
 Limiting the role of the International Monetary Fund.
« Increasing the role and importance of developing countries in the international financial
institutions.
« Establishment of its own rating agency.
» Enhancement of collaboration with other countries on all continents, especially with South
America and Africa.
« Striving to create a full-fledged, coordinated global governance.
« Protection of still existing natural resources.
» Ensuring an adequate level of supply of energy and its sources.

The aims and goals stated above leave no illusions what the stakes are. The BRICS nations
strive to shift the world balance and completely rebuild the currently existing economic
relations. Should those plans succeed, it’s Russia and China which will arguably play a major
role in the new world. There is yet another institution that forms an interesting field of the
Russia-China cooperation, namely the Shanghai Cooperation Organisation, the importance of
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which continues to steadily grow in Central Asia. As an international institution of a regional
character, it was founded on the 15 June 2001, by the leaders of China, Kazakhstan,
Kyrgyzstan, Russia, and Tajikistan, with Uzbekistan to join them in 2001. The original
founding members have been meeting since the year 1996 on rather informal meetings aiming
to iron out any and all border disputes arising from the disintegration of U.S.S.R. They were
commonly referred to as the “Shanghai Five”. Over time, apart from the border dicussions,
also other issues came to light, which are now being solved by the Shanghai Cooperation
Organisation. The statutory aims and goals of the aforementioned organisation are as follows:
,strengthtening mutual trust, friendship and goodwill relations between the Member States;
existence of an effective cooperation of the member states in regard to: politics, commerce,
economy, science, technology, culture, energy, transport, ecology, and other; acting together
to preserve peace, safety and stability in the Region, and building a new, democratic, just and
rational political and economic balance’. Cooperation within the Shanghai Cooperation
Organisation is performed on three levels. First, because said organisation developed from
consultation meetings on the matters of the border issues, it primarily plays the role of an
organisation handling the matters of regional safety. On the other hand, the member states of
the Shanghai Cooperation Organisation would like to transform it into an institution acting on
multiple levels, especially in the field of economic integration, which makes the economic
matters not unusual on the Shanghai Cooperation Organisation Forum. Moreover, it is an
organisation of a political nature. It might be an exaggeration to say that the Shanghai
Cooperation Organisation is nothing more than an instrument through which Russia and
China carry out their foreign policy, but it would be ignorant to claim that this organisation is
free of their political influence. (Yom S. L., 2004, p. 2).

From 8 to 10 of July, a significant international event concerning politics and economy took
place in Ufa — the populous capital of Bashkortostan, located in the European part of the
Russian Federation. For the first time in history, the BRIC grouping and the Shanghai
Cooperation Organisation (SCO) held a joint summit. It was the seventh meeting of the
BRICS and the fifteenth cyclical summit of the SCO. The summit resulted in two new
members — Tajikistan and Uzbekistan — joining the first four member countries of the SCO,
i.e. China, Russia, Kazakhstan, and Kirgizstan. What is more, four more countries were added
to the group of the so called “dialogue partners” with the organisation. The partners were two
former Soviet republics: Armenia and Azerbaijan, and two medium-sized Asian countries:
Nepal and Cambodia.

The meeting in Ufa was focused on integrating the BRICS — the world’s biggest emerging
markets in the world economy. The five countries forming the BRIC managed to push
forward the establishment of the New Development Bank (NDB) and forming the Contingent
Reserve Arrangement — CRA. Further significant progress concerning the SCO could be
noticed in the “pan-Asian movement” — the name given by the Russian media to the initiative
of linking the New Silk Road Economic Belt with the Russian demand for the construction of
the Eurasian Economic Union. During the joint summit, the goals and tasks of the recently
established Asian Infrastructure Investment Bank (AlIB) were also discussed. For the time
being, 57 countries have expressed their wish for accession to the organisation. Among the
members of the Asian Infrastructure Investment Bank (AlIB) were all the BRICS members
(China, Russia, India, South Africa, and Brazil), SCO members (Kazakhstan, Kirgizstan,
Tajikistan, Uzbekistan), and what is more, members of G7 (France, Germany, lItaly), and
finally, allies of the USA (United Kingdom, Australia, New Zealand, Turkey), who decided to
join the global project despite the USA’s disapproval. Apart from its economic purposes, the
Ufa summit helped to achieve two other major political goals. First, it showed that contrary to

L Art. 2 of, ,,Declaration of Shanghai Cooperation Organisation”.
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the public opinion, Russia is not alienated on the global political stage. Second, the Eastern
leaders gave a clear message to the West which up till now has been uncompromisingly
dictating its terms, a message that proved there are new vibrant initiatives and organisations
forming an alternative to the current world order.

5. CONCLUSION

Taking a look at the scale of mutual links between the People’s Republic of China and the
Russian Federation, we come to a conclusion that the axis of collaboration between Moscow
and Beijing is already well developed. Both countries aim, as it could be predicted
considering their current achievements, at changing the current world order. What allows such
statement is the type and the great number of official relations, bilateral contacts, and
agreements concluded between the two countries in the field of trade, economy, and the
military. One may also notice the offensive politics which the two superpowers practice hand
in hand in different regions of the world, especially in Asia, Africa, and Latin America. In
their expansion strategy, next to strengthening their position in the traditional spheres of
influence, the two countries strive to explore completely new areas, with one of them
currently being the Artic. In the case of Russia, this choice is entirely understandable and
results from its geographic location. However, in the case of China, whose Northern tip lays
around 1500 km from the North Pole, it may be quite surprising. However, the ice cap in the
Artic creates a way to exploit minerals and fossil fuels, which also allows to establish new
shipping routes. It is estimated that global warming may lead to melting of the Arctic glaciers
in 10-20 years, and hence opening a constantly available route connecting Asia to Europe
with a canal 7000 km shorter than the existing one. Within just two years, China has managed
to join the leading players on the northern parts of our globe, which is exactly the time that
passed since China has been granted the status of permanent observer to the Arctic Council.
Since 1996, this organ has brought eight countries together, namely Denmark, Finland,
Iceland, Canada, Norway, Russia, the United States, and Sweden — countries which work on
the international forum to come to terms in the matters of protection, promotion, and
collaboration with the inhabitants of the Arctic regions. The Chinese interest in the Arctic is
supported on the largest scale by the relatively small Iceland. Supported by the Middle
Kingdom with the amount of 500 million USD, it became a significant player in the battle for
spheres of influence, while at the same time gaining the world’s second economy as
a powerful ally. The appearance of the ,,friends from Beijing” is significant particularly in the
face of the failure of Iceland’s talks with the European Union concerning the Common
Fisheries Policy and reducing the number of harvested fish (Parfieniuk A., 2015). Other
initiatives concerning China and Russia such as the Asian Infrastructure Investment Bank
— AlIB, Contingent Reserve Arrangement — CRA, creating the BRIC grouping, the project of
the New Silk Road with both land and sea routes from Asia to Europe, or finally, the idea of
the ,,Nicaragua Canal”, aiming to connect the Atlantic Ocean and the Pacific Ocean, leave all
the other economic projects in the world far behind. (Staniul M., 2014). It is not a surprise that
being involved in numerous armed conflicts in different parts of the globe and with its
economic potential constantly decreasing, the United States can no longer compete with the
Russian-Chinese tandem. However, even though America has lost the race to Russia and
China in the economic sphere, its military advantage will allow this superpower to maintain
its global advantage for a few or maybe even several years. That is why leaders and military
leaders from Beijing and Moscow at the current stage do not strive toward military
confrontation with Washington. Instead, their current strategy is focused on increasing
investments in armament and using economic tools in the battle with the USA’s hegemony
in the world. Among these tools, the greatest emphasis is put on the battle for spheres
of influence, technological development and creating political and economic multipolarity.
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They also focus on modifying the international financial system based on the dollar, dictating
the International Monetary Fund in favor of entirely new approaches and institutions in this
field, and finally developing a new manner of how the United Nations function.
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ABSTRACT
Strategic thinking capability is interesting part of the cognitive development of each
entrepreneur. This paper develops on notion that there a number of demographic variables
that shape the behavior of each particular elements of entrepreneurial orientation and
strategic component of each entrepreneur. The demographic variable that have significant
role will take the role of moderator in further research. Since both constructs are
multidimensional, the demographic variables are not influencing them in the same way. The
empirical research has been performed on IT firms in Croatia in 2014.
Individual entrepreneurial orientation is measured by the construct developed by Bolton and
Lane’s (2012) individual entrepreneurial orientation instrument. The instrument is grounded
in the seminal work of Miller (1983), Covin and Slevin (1986; 1988; 1989), Lumpkin and
Dess (1996) and Covin and Wales (2011); consisting of three dimensions — risk-taking,
innovation, and proactiveness. Strategic thinking was measured by Pisapia’s (2009) Strategic
thinking questionnaire (STQ). The STQ asked respondents to rate how often they use systems
thinking, reframing, and reflecting skills.
Within the framework of individual entrepreneurial orientation the following demographic
variables shape the trends: age, gender, education abroad and previous experience.
Entrepreneurs between 40-60 years old are less prone to risk, female entrepreneurs are more
proactive than men, education abroad provides with the additional proactiveness and the
entrepreneur with previous experience is prone to higher risk, proactiveness and
innovativeness.
Within the framework of strategic thinking capability the following demographic variables
shape the trends: age, gender, education and experience. Entrepreneurs older than 60 score
high on system thinking as well as females, females also score higher on reframing.
Entrepreneurs with PhD degree score lower on reframing, while managers working more
than 20 years score high on reframing.
All the relevant demographic variables can be introduced later on as moderators
investigating individual entrepreneurial orientation and strategic thinking capability relation.
Keywords: Croatia, demographic variables, individual entrepreneurial orientation, strategic
thinking
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“The most valuable 100 people to bring into a deteriorating society
would not be economists, or politicians, or engineers, but rather 100
entrepreneurs” Abraham Maslow

1. INTRODUCTION

The research of entrepreneurial orientation is well established in literature. The expending
research bridges toward strategic entrepreneurship and toward strategic management or more
refining strategic thinking using cognition and contextual setting in order to explain
phenomena of entrepreneur establishing, growing, failing and sustaining her/his business. The
essence of entrepreneurs, is as suggested by Bolton & Thompson (2000, p.5), as people who
habitually creates and innovates to build something of recognized value around perceived
opportunities. They are a particular type of person whose risk-taking and innovative prowess
lends itself to identifying and exploiting profitable opportunities resulting in organizational
and economic growth (Kuratko, 2007; Lumpkin & Dess, 1996). In our earlier study, we use a
previously unstudied element of the cognitive frame (strategic thinking capability) and
individual entrepreneurial orientation. Our larger research agenda will attempt to link
individual entrepreneurial orientation with firm EO and then to firm performance.

Results from that study indicated that strategic thinking capability (STC) was positively
associated individual entrepreneurial behavior. This means that entrepreneurs who used these
thinking skills more often also exhibited individual entrepreneurial behaviors more often than
entrepreneurs who use these thinking skills less often. Furthermore, proactiveness was
positively associated with reflecting, reframing, systems thinking, and STC; meaning that the
more often the entrepreneurs use these strategic thinking skills the higher is their score on
proactiveness. Two other dimensions of STC - Systems thinking and reframing - were
positively associated with risk-taking, meaning that the more often the entrepreneurs use these
skills the more risk they are willing to assume. Interestingly, only reframing was significantly
associated with innovativeness.

The current study asks are these relationships moderated by alterable and unalterable
demographic and contextual variables. Both the initial and the current studies were based on
the premise that each of the constructs- individual entrepreneurial orientation and strategic
thinking capability - were multidimensional constructs based on elements that act
independently and in concert with one another. This paper further investigates this premise
by developing the notion that there a number of demographic variables that shape the
behavior of each particular elements of entrepreneurial orientation and strategic component of
each entrepreneur. Demographic variables that demonstrate that they play a significant
moderating role are identified and will be used in further research.

The study is significant because it delves into variables that have not been studied previously.
First, it is possible that we can gain insight into how entrepreneurs think and how use of these
thinking skills relates to their own entrepreneurial orientation. This linkage has not been
studied thus far. Additionally, it also provides insight as to how demographic variables can be
considered as moderators in the relation between individual entrepreneurial orientation and
strategic thinking.

2. THEORY DEVELOPMENT

Theory development is discussed in the following paragraphs discussed from point of view of
two constructs; individual entrepreneurial orientation and strategic thinking. The paper also
explores ways demographics influence both constructs of individual entrepreneurial
orientation and strategic thinking capabilities.
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Individual entrepreneurial orientation

Individual entrepreneurial orientation derives from a vast entrepreneurial orientation literature
easily grouped in four different groups of research.

The entrepreneurial orientation (EQ) tradition measures a firm’s inclination toward
entrepreneurial behaviors. It has been referred to as an entrepreneurial mindset, climate, or
strategic orientation and has been described by Taulbert (2013) as the heart and soul of
sustainable, long-term success in any industry. The EO construct has been applied at the
individual level (Bolton & Lane, 2012); but more often as an antecedent to firm performance
(Hult & Ketchen, 2001; Lee, Lee & Pennings, 2001). Few studies have used firm level EO as
a dependent variable (Cool & Van Den Broeck, 2007; Poon et al., 2006). Numerous studies
attempting to link EO as an antecedent to firm performance yielded conflicting results (see
Auger et al., 2003; Lumpkin & Dess, 1996; Rauch et al., 2004; Wiklund, 1998).

The individual tradition is based on the study of entrepreneurial attributes, attitudes and
personality traits that relate to a person’s likelihood of beginning a business (Raposo et al.,
2008) and entrepreneurial orientation. From an attitudinal perspective, the extant literature
characterizes entrepreneurs as individuals with: a need for achievement (McClelland, 1965;
Miner, 2000), an internal locus of control (Brockhaus, 1980; Kets de Vries, et. al., 1989), a
risk-taker (Brockhaus, 1980; Covin & Slevin, 1991; Kuratko, 2007; Meyer, Walker, &
Litwin, 1961), passion, desire to innovate, intention on becoming an entrepreneur (Bolton &
Lane, 2012; Covin & Slevin, 1991; Kuratko, 2007; Lumpkin & Dess, 1996; Miller, 1983).
Yet, only two personality traits, openness to experience and conscientiousness are associated
with entrepreneurial intentions (Zhao et al., 2010).

The top management teams tradition examines antecedents suggested by upper echelon theory
(Hambrick & Mason, 1984). According to Covin and Slevin (1991), Tarabishy et al. (2005),
and Wiklund (1998) the entrepreneurial orientation of an organization is established at the
uppermost level of leadership and results in stimulating risk taking and proactive behaviors
from employees. For instance, all imply that firm EO results from ‘top managers having
entrepreneurial management style’ (Covin, & Slevin 1998), or reflects ‘managers capability’
(Avlonitis, & Salavou, 2007), or, determined by executive on the basis of their goals and
temperaments (Miller & Friesen 1982). These studies reinforce the implication that EO is
based on the individual entrepreneurial orientations of the entrepreneur’s and the top
management teams (e.g. Chaston 2000; Guth & Ginsberg, 1990; Lumpkin & Dess, 1996;
Vitale et al., 2003).

The cognitive tradition rests on the assumption that entrepreneurs think differently (e.g.
Baron, 1998; Busenitz & Barney, 1997; Cools & Van Den Broeck, 2007; Grégoire, Corbett,
& McMullen, 2011; Kickul & Krueger, 2004; Nuntamanop, Kauranen, & Igel, 2013; Nultt,
1990; Palich & Bagby 1995). Cognitively oriented studies suggest that entrepreneurs rely on
cognitive skills to gain insight, and make assessments, judgments, or decisions involving new
opportunity evaluation, venture creation, and growth (Mitchell et al. 2002, pp. 8-10; Haynie,
Shepherd, & Patzelt, 2012). However, these skills are seldom extracted.

In summary, attempts to identify specific traits entrepreneurs possess have proven
inconsistent. Numerous studies have attempted to link EO to firm performance with
conflicting results. However, as Cool & Van Den Broeck (2007) report the most promising
traits include, internal locus of control, achievement motivation, tolerance for ambiguity, self-
efficacy, and possessing a persuasive personality. Firm level EO has been used extensively as
an antecedent to firm performance and few studies have used firm level EO as a dependent
variable (Cool & Van Den Broeck, 2007; Lumpkin and Erdogan, 2004; Poon et al., 2006).
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However, using these traits as antecedents to firm performance remains unsecured in the
literature (Cool & Van Den Broeck, 2007) and led to the search for additional dispositions
and behaviors flying under the banner of entrepreneurial orientation. Entrepreneurial
orientation measures an organization’s or individual’s inclination toward entrepreneurial
behaviors. It can be referred to as a firm or individual’s entrepreneurial mindset, climate, or
strategic orientation. This paper builds on the entrepreneurial orientation grounded on the
individual level.

The construct has been applied at both the firm and indvidual level (Bolton & Lane, 2012) as
an antecedents to individual and firm performance (Hult & Ketchen, 2001, p. 901), or
included within the constellation of strategic orientation which includes market orientation
(Kohli & Jaworski, 1990; Jaworski & Kohli, 1993, 1996, Jaworski et al. 2002; Voss & Voss,
2000), learning orientation (Anderson, Covin, & Slevin, 2009; Baker & Sinkula, 1999; Gibb,
1997; Rowley, 2000), and entrepreneurial orientation.

The literature is rather clear that the elements of entrepreneurial orientation include
proactivity, risk-taking, and innovativeness (Miller (1983; Morris, Schindehutte & LaForge,
2004: 92), and competitive aggressiveness, (Lumpkin & Dess, 1996) and autonomy (Lumpkin
& Dess, 1996; Rutherford and Holt (2007). Innovativeness and risk taking are perhaps the
most characteristic attributes of entrepreneurship in general (Covin & Slevin, 1991; Kreiser,
Marino, & Weaver, 2002a, 2002b, 2002c; Lumpkin & Dess, 1996).

The link between EO and firm performance has been studied often (Wickham, 2004),
However, the role of antecedents remains unsecured (Cool & Van Den Broeck, 2007) Most
investigations been conducted at the firm level as an antecedent or mediator explaining firm
performance (e.g. Covin and Slevin, 1989); Lee, Lee & Pennings, 2001; Osiyevskyy,
Agarwal, Ndubisi, 2013; Vitale et al., 2003; Wales, Parida, Patel, 2013; Wickham, 2004;
Wiklund, 1999; Zahra, 1991; Zahra et al., 2000). The link has not been securely fashioned
through emperical studies. While a recent meta-analysis of 53 samples from 51 published
studies bears out the positive correlation between the most common measures of EO and
various firm performance metrics (average r = 0.24) (Rauch et al., 2004). Others have
reported inconsistent findings regarding EO as a performance-mediating variable (e.g., Auger
et al., 2003; Lumpkin & Dess, 1996; Smart & Conant, 1994; Wiklund (1998: 222-236).

Strategic thinking

Kabacoff (2013) reported in Harvard Business Review a study in which 97 percent of a group
of 10,000 senior executives said strategic thinking is the most critical leadership skill for an
organization's success. In another study (Kabacoff, 2013) 60,000 managers and executives in
more than 140 countries rated a strategic approach to leadership as more effective than other
attributes including innovation, persuasion, communication, and results orientation. Strategic
thinking is recognized as the scares, needed capability that is unreplaceable in every firm.
Strategic thinking (Jelenc, 2009) is recognized as a process in which a person is perceiving,
reflecting, feeling, realizing and acknowledging signs that impact the future of the firm,
giving them meaning and acting upon them by shaping the impressions, perspective and
behavior accordingly.

Whenever unexpected events and/or research findings happen, people see it either because of
the supremacy of strategic thinking or its lack. Eventhough the factors, causes, or blame is on
somebody or something else, the strategic manager labels it as strategic thinking. When
looking closely at what strategic thinking really means it could be quite perplexing to find out
that strategic thinking is a synonym for almost all the concepts that have strategic as their first
word. Due to the problem of articulating the cognitive character of strategic thinking, it is
very elusive to define, measure, train or learn how to think strategically. Therefore, there are
many mystifications and interpretations of its meaning. Yet, it is important to realize that the
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lack of strategic thinking capability is recognized as the major detractor of economic
performance. The general conclusion is that strategic thinking has been under-theorized. The
first attempts at defining the term and the main elements of strategic thinking skills came from
Bonn (2001), Liedtka (1998), Jacobs (1994) Mintzberg (1991). Sloan (2013) identified five
critical attributes of strategic thinking: imagination, broad perspective, juggle, no control over
and desire to win. Jelenc (2009), and Jelenc and Swiercz (2011) proposed systems thinking,
hypothesis generation and testing, focused intent, time, professional capability, conceptual
flexibility, future vision, political sensitivity, intuition and uncertainty/paradox/disequilibrium
as the essences of strategic thinking skills. Most of these skills are found in Pisapia (2009) and
Pisapia, Reyes-Guerra, and Coukos-Semmel’s (2005) strategic thinking skills (systems
thinking, reframing, and reflection).

3. METHODOLOGY

Sample. The sample consisted of information technology (IT) firms operating in Croatia. IT
is an industry operating in the global business context, following newest global trends and
meeting international demand for their products (Valdaliso, 2011). Therefore, IT firms in
Croatia are nested in the national business context serving global markets and facing
international competitors. The list of the IT sector firms operating in Croatia was generated
from the Amadeus database according to the status of firms in March 2014. The list consisted
of registered firms (NACE Rev. 2) with the dominant code of dealing with computer
programming, consultancy and related activities (code 62). The firms dealing with IT trade
were excluded from the list. The remaining sample consisted of 2,129 firms. Contact data
from the database were updated by the data from the Croatian Court Register. After filtering
the non-active firms due to legal reasons, the final sample consisted of 1,465 IT firms actively
doing business in Croatia. After two waves of filed research we received 146 valid responses.
After applying the two validity indicators recommended by Pisapia (2009) for self-report
instruments, 10 cases were excluded from the study due to the degree of response
inconsistency. Finally, we ended up with 136 cases to analyze, representing 9.2% of the total
population of IT firms in Croatia.

Measurement. Individual entrepreneurial orientation is measured by the construct developed
by Bolton and Lane’s (2012) individual entrepreneurial orientation instrument. The
instrument is grounded in the seminal work of Miller (1983), Covin and Slevin (1986; 1988;
1989), Lumpkin and Dess (1996) and Covin and Wales (2011) and adjusted to the individual
level of measuring individual entrepreneurial orientation. Individual entrepreneurial
orientation consists of three dimensions — risk-taking, innovation, and proactiveness
measured on the Likert scale. Strategic thinking is measured by Pisapia’s (2009) Strategic
thinking questionnaire (STQ). The STQ asked respondents to rate how often they use systems
thinking, reframing, and reflecting skills when confronted with problems, dilemmas, and/or
opportunities on a five point Likert-type scale. The STQ was psychometrically validated by
Pisapia, Morris, Cavanaugh, and Ellington (2011). Both scales were translated from their
original language (English) into Croatian. Then, they were back translated to ensure that all
items were adequately formulated. Measures of validity and reliability of both constructs
were performed. In regard to strategi thinking capability, a Principal Axis Factor Analysis.
Rotation Method: Oblimin rotation. Rotation converged in 6 iterations) extracted three
elements of strategic thinking explaining 52 % of variances (Cronbach a =. 81) as theoretical
background suggested; system thinking, reflections and reframing. In regard to individual
entrepreneurial orientation a Principal Component Analysis with a varimax rotation was used.
Rotation converged in 5 iterations) named three elements; risk, proactiveness and
innovativeness which explain 63 % of the variances (Cronbach a =. 76).
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We used demographic variables found in previous studies to impact the use of strategic
thinking capability and individual entrepreneurial orientation. A number of demographical
variables were included in line with previous research which found them to be an important
determinant of organizational process and/or performance for both individual entrepreneurial
orientation and strategic thinking. They are: gender (Blanchflower, 2004; Davidson and
Honig, 2003; Minniti and Nardone, 2007), age (Bonte, et al., 2007; Lamotte and Colovic,
2013; Lebret, 2014; Levesque and Minniti, 2006; Stam and Elfring, 2008 ), experience
(Hisrich, 1990; Lebret, 2014; Lee and Tsang, 2001), and education levels (Chow et al., 2003;
Davidsson and Honig, 2003). Organizational size is also mentioned in the literature as a
variable in several studies (e.g.Baum et al., 2001; Stam and Elfring, 2008; Zhang Yang et al.
2006).

4. RESULTS

The demographic results of the sample are presented in Table 1. The average responder was
male, between 41 and 50 years old, earned higher education diploma, with previous
entrepreneurial experience, between 6 and 19 years of experience, with no education abroad
and employs up to 10 employees.

Number (N) Percent (%0) Number (N)  Percent (%)
Gender Previous entrepreneurial
16 12 experience

Female Yes 77 57

Male 120 88 No 59 43

Age 9 7 Work Experience 5 3

- 30 -1 year

31-40 47 34 1-5 years 33 25

41-50 50 37 6-19 years 71 52

51-60 28 21 20- 29 years 26 19

61- 2 1 =>30 years 1 1

Education 29 1 Education abroad 31 23
High school Yes

Higher education 85 63 No 105 77

Master studies Employees

18 13 0 8 6

PhD 4 3 -10 99 73

11-50 18 13

51-250 5 4

251> 6 4

Table 1: Demographic results of the empirical research
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As seen on Table 2, the relationship between strategic thinking capability and individual
entrepreneurial orientation is influenced by entrepreneur age, gender, education abroad, and
previous experience. Entrepreneur in the category 40-60 years old (Fu.s = 4,124, p<0,05) are prone
to risk in much lower degree than entrepreneurs younger than 40 and older than 60 years old,
which reflects on the general entrepreneurial orientation. Results show that female
entrepreneurs (Fu.s = 9,268, p<0,05) are more proactive than man entrepreneurs. Education gained
abroad brings entrepreneurs higher level of proactiveness (F135 = 3,974, p<0,05) in
comparison with entrepreneurs which did not had the opportunity to study abroad. Previous
experience is a good control variable for individual entrepreneurial orientation. Entrepreneurs
with previous experience in entrepreneurial activities and projects are more familiar with the
business setting and prone to higher risk (Fu.ss =0,8708, p<0,05), higher level of innovativeness
(Fu1s5 =4,558, p<0,05), proactiveness (F..s = 4,678, p<0,05) and consequently entrepreneurial orientation
(Fes5 = 11,765, p<0,01).

When analyzing construct of strategic thinking capability there are similar conclusions.
Strategic thinking capability is influenced by following demographic factors; age, gender,
education, and experience. Entrepreneurs older than 60 score higher on the system thinking
(Fa,135 = 5,231, p<0,05) than younger entrepreneurs. Female entrepreneurs score higher on
system thinking (r(1,135) = 6,251, p<0,05), 0N reframing (r1,135) = 6,511, p<0,05) and therefore in general
in strategic thinking (r(1,135) =6.303, p<0,05). Entrepreneurs with PhD level of education have lower
level of reframing (F1,135) = 2,124, p<0,05) from all other entrepreneurs with lower level of
education. Entrepreneurs with managerial experience working for more than 20 years score
higher on reframing (r... = 2467, p<0,05) than those with less managerial experience.

Firm size and performance did not relate to any demographic variable. This could be
explained by the small sample size and specifics in the Croatian entrepreneurial practice that
has not been taken into consideration. The ideas for elaborating demographic variables are
environment and motivation of working in IT sector. It could be that environment is not prone
for entrepreneurs and those regions within Croatia have a different treatment. The other things
are that working in IT sector could be just a job and career and not the entrepreneurial call
rather an existential option to earn money.
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**Significance at the 0.01 level

t.Significance at the 0.10 level
*, Significance at the 0.05 level
(Table available at request)
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Table 2. - Demographic variables for individual entrepreneurial orientation and strategic thinking
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5. DISCUSSION AND CONCLUSION

Lumpkin & Dess (1996, 2001) and Miller (2001) suggested that elements of entrepreneurial
orientation may vary independently, depending on the environmental and organizational
context (p. 137). Therefore the construct of strategic thinking and individual entrepreneurial
orientation are considered in the context of Croatian IT firms and for each subconstract
separately and put in relation with demographic variables that made a difference in previous
research.

Entrepreneurs, prone to risk, are people younger than 40 in their career booster period or
people older than 60 who already established a stable financial resource and have experience
with managing risk very well. Gender brings difference in being proactive, while in risk and
innovativeness gender does not seems to bring any difference. Women have developed
ability to understand the complexity of system and the ways it can be understood and
perceived differently. Study abroad is having an impact on level of proactiveness of
entrepreneurs. Previous entrepreneurial experience is a generator and source of learning for
deepening the readiness to accept higher risk, involve deeper in innovativeness and being
proactive. Therefore the first experiences in entrepreneurial project are crucial for people to
engage their passion, motivation and willingness to ask for more.

In the system thinking capability, it seems that experience and age older than 60 brings better
results in understanding system thinking. PhD level of education within the population of
entrepreneurs can bring lower results to reframing while they have been trained according to
the standard scientific method differing from reframing modes of thinking needed in business
context. Managerial experience for entrepreneurs, who work more than 20 years, can benefit
in improving the level of their reframing ability. Risk is lower for the middle generation (40-
60 years old), and rising up as entrepreneurs have previous experience as entrepreneur.
Innovativeness is rising by previous entrepreneurial experience. Proactiveness is the ability
found more with women entrepreneurs and generally with people with previous experience
and entrepreneurs studying abroad.

System thinking is an ability developed by entrepreneurs older than 60 and women no matter
of age. These findings are according to results of research performed by Pisapia, Morris,
Cavanagh, and Ellington (2011). Reflect did not found any relation with any of the presented
demographic variable. Reframe is the ability that women do much better than men. PhD level
of education will lower the possibility for reframing. Entrepreneurs that have more than 20
years of managerial experience are much better in reframing.

The further research is directed toward the relevant demographic variables which are
candidates for acting as moderating variable when looking closely relation between
individual entrepreneurial orientation and strategic thinking capability.
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ABSTRACT

Every age has got its age-mark: the outstanding feature trait that characterizes that age. In
the history of the march of civilization, we have such age-marks as the Stone Age, the Bronze
Age, the Iron Age, the Middle Age or Dark Age, the Renaissance, the Age of Reason, the
Industrial Revolution, the Jet Age, etc. Our age, the 21st century, is commonly defined by
globalization. The urgent challenge and focus of this paper, therefore, is the need to appraise
globalization; to raise fundamental philosophical questions about globalization; such
questions as relate to the phenomenology of globalization and the philosophical foundations
of globalization. It is the position of this paper that it is only when these questions are
properly raised and critically addressed that modern man would be able to understand the
implications and challenges of globalization for human development. It is also the view of this
paper that it is also against the proper understanding of globalization that modern man can
hope to comfortably operate and effectively contribute in the competitive globalized world.
Keywords: Age-Mark, Development, Globalization, Phenomenology, Philosophy.

1. INTRODUCTION

Philosophers of science and social theorists have always shown keen interest in studying the
intricate relationship between science, technology and society. The relationship between
science, technology and society has been there from time immemorial because science,
technology and society are said to have ontological origin; that is to say, there was some
science and some technology from the very moment man started to exist.

Mason (1962, p.600), a renowned historian of science observes that from the very beginning
science and technology “developed an ever-increasing power of historical change.” This is not
to imply that science and technology are the only agents of historical change. The point being
made here is that science and technology have a momentum of socio-historical change that
has so far remained unsurpassed.

In the history of civilization, the defining characteristic of any age or society is determined by
the level and nature of the relationship between science and technology. The Stone Age,
Bronze Age, Iron Age and so on are all age-marks determined by the nature of the
relationship between science and technology.

The relationship between science and technology, as already noted, is long and evolutionary.
In the history of the march of civilization, three of such relationship could be categorized. In
the ancient world, there was theoria-techno separation. Science and technology then had
parallel development. Theoria was the concern of scholars while techno was the business of
craftsmen. From the medieval world, theory and techno started making some contact. During
the Second Industrial Revolution (1850-1914), there was evidence that science was able to
positively impact technology. During the modern period, therefore, science and technology
began to make some contact with science leading the way and technology coming behind as a
result. Yet it could not be said at this time that there was complete science-technology
interpenetration. The practice of defining technology as “applied science” is a legacy of the
modern period.

The power of science and technology to characterize the society became most phenomenal
from the 20™ century. From that time, specifically from the second half of that century,
science and technology so much converged and interpenetrated each other that they formed a
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logical matrix that cannot realistically be able to be separated except for arbitrary theoretical
analysis. Today it is no more possible to easily separate science and technology. They are now
involved in a symbiotic and synergistic relationship and the result is a hybrid called techno-
science, (Obi-Okogbuo, 2010). This union generated species of innovative technologies in
transportation, information and communication technologies (ICT). The resultant
consequence is that in spite of xenophobia, nationalism, tribalism, terrorism, racism and wars,
peoples and nations are tied together more closely than ever before. There is an increasing
sense of interconnectivity, universal brotherhood, interrelatedness and interdependence of
individuals, societies, and nations. There is a feeling of reciprocity of influence between
different societies and regions of the world, resulting from the compression of space and time
by the advancement in science and technology. This is the current age-mark, world-view,
world-order, or world culture and it is called globalization.

2. THE PHENOMENOLOGY AND PHILOSOPHY OF GLOBALIZATION
Globalization is a complex multidimensional process. As such it has been given so many
definitions. Giddens (1990, p.64) defines it as the “intensification of worldwide social
relations which link distant localities in a way that local happenings are shaped by events
occurring many miles away and vice versa.” Also John Paul II (2001, p.10) defines
globalization as “... the sense of increasing interdependence among people, nations,
businesses, economies and markets, which has brought a serious change in social interactions
and relations.” From these two sample definitions, we can hazard that globalization is a set of
processes seeking to propagate worldwide paradigms in social, economic, cultural, political,
religious, military, and demographic dynamics made possible by the compression of space
and time by techno-science. For further our understanding of globalization, we need to give it
a phenomenological description in its ramification in social, economic, cultural et cetera. But
we have to bear in mind the admonition of Hollenbeck (2001), that globalization “cannot be
in a way that local happenings are shaped by events occurring many miles away and vice
versa.” Also John Paul II (2001, p.10) defines globalization as “... the sense of increasing
interdependence among people, nations, businesses, economies and markets, which has
brought a serious change in social interactions and relations.” From these two sample
definitions, we can hazard that globalization is a set of processes seeking to propagate
worldwide paradigms in social, economic, cultural, political, religious, military, and
demographic dynamics made possible by the compression of space and time by techno-
science. For further our understanding of globalization, we need to give it a phenomenological
description in its ramification in social, economic, cultural et cetera. But we have to bear in
mind the admonition of Hollenbeck (2001), that globalization “cannot be reduced to a single
analysis such as the economic without distorting it in ways that will lead to serious.
Misunderstanding”

2.1.  Economic globalization: this is the dismantling of national barriers so as to open
national and state economies to international trade, financial flows, and direct foreign
investment. Economic globalization derives from the principle of the free market; which holds
that the free flow of commodity and finance worldwide should not be regulated by any other
forces except the market forces-demand and supply. Advocates of the free market espouse
that “free from the oppressive hand of public regulations, market forces will cause the world’s
great corporations to bring prosperity ... to all the world” (Korten, 1999, P. 37). The free
market in turn is based on the “...belief that government regulation inhibits and distorts the
efficient working of the market; and a belief that government programs are inherently
inefficient breed dependency, and reduce individual responsibility, initiative, and choice
(Obama, 2006, p.147). In free market regime, the diminishing regulatory power of the
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governments and the State is superseded by the increasing power of Multi-National
corporations; the World Bank, the International Monetary Fund, and the World Trade
Organization to forge economic policies. The key principles of economic globalization are
liberalization, deregulation, denationalization, individual free enterprise or entrepreneurship
or competitiveness, and profit-marking. It is believed by advocates of this policy that
economic enterprise based upon these principles would release the initiative, creativity, and
productive energy of the people bringing about prosperity.

2.2.  Globalization of Culture: This means the denationalization of valves, ideas, forms,
ethnic folk motifs, lifestyles, ideas, meanings, images, and sounds. A typical instance is the
globalization of the fashion of jean-wearing or the fast food fashion. Globalization of culture
is the direct result of the rise in mass tourism, increased migration, and commercialization of
cultural products. All these play together to bring about the meeting and merging of different
local cultures. Globalization of culture implies that there is in the making a world culture or a
universal cultural pool to which local cultures are contributing.

2.3. Political Globalization: This is the breakdown of national sovereignty through the
integration of sovereign states into a political bloc. It involves the organization of political
activities the boundaries of nation-states. Political globalization is responsible for the
emergence of such regional and international bodies as the African Union, the European
Union, and the United Nations. These bodies formulate policies and take up governance of in
trans-national issues such as democracy, human rights, ecology, and justice.

2.4. Demographic Globalization: This is the accentuated and largely uninhibited
migration across national boundaries. Schuman (2009, April 27, p.18-20) citing UN source
observed that “the number of migrants working outside their native countries worldwide rose
from about 165 million in the mid 1990s to about 200 million last year”, 2008. This implies
that international migration which he observes heightened “during the opening years of the
21% century” is essentially a factor of Globalization. Schuman also observed that demographic
globalization has caused “shifts” in the demographic configuration of societies all over the
world. This impacts nearly all aspects of the life of the societies of the world. From the
foregoing, we deduce the essences of globalization; that it is the deletion of borders and
international barriers, to overcome constraints in all spheres of interaction economic, culture,
politics, demography, geography, sociology and religion. Globalization is the process in
which the elimination of the constraints space and time fosters universal brotherhood,
fellowship, solidarity, pluralism, unity in diversity, ecumenism, compassion and inclusive
humanism. It implies the eradication of xenophobia, racism, and extreme nationalism.

2.5.  Philosophy of Globalization: Globalization is founded on the philosophical principle
that whole world and all that is in therein belong to all in common. John Paul 11 (2005, p.726)
calls this “the principle of the universal destination of goods.” This is the principle that all
humanity has a common destiny inextricably tied to the living systems of the earth. Lock
(1993, p.274) clearly articulates this philosophy thus: “The earth and all that is therein is
given to men for the support and comfort of their being. And though all the fruits it naturally
produces and beasts it feeds belong to mankind in common ...” Donne (2015) penned down
memorable excerpts expressive of the common humanity of mankind. He wrote: “all mankind
is of one author and of one volume.” “No man is an Island, entire of itself; every man is a
piece of the continent, a part of the main.” The philosophical principle of globalization assents
that there is a deep sense of the relatedness, the interrelatedness, and the interconnectivity of
everything that lives and moves in the natural world. The world is an inseparable whole.
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Human life anywhere is sustained by the interconnectedness of existence everywhere. This
means that isolated; individuals, societies, and nations lose meaning. It is against the canvas
of this philosophy that the idea of global village or globalization as a description of the
current age-mark has meaning.

3. DEVELOPMENT

Development has become a difficult and even controversial idea to define. The reasons are
that it is “value-laden” (Ucheaga, 2007, p.7); It has become “politicized” (Eke, 2003, p. 2);
and it has even become an “industry” (Molemodile, 2000, p. 113). Hence, there are as many
definitions of development as there are theorists who have attempted to define it. However, all
the definitions of development could be categorized into two major broad perspectives: One —
the exclusive economic, material or thing — centered perspective; and two — the moral or
human centered perspective. The two perspectives respectively derive from the materialist
philosophic of development epitomized by Marxism and the idealist philosophies of
development represented by Hegelianism/Hegel (2000, p. 361) asserts, “everything that from
eternity has happened in heaven and earth, the life of God and all the deeds of time simply are
the struggles of mind to know itself, to make itself objective..” Hegel is saying that material
things are the objectifications of the mind. According to Hegel, what initiates development is
the mind’s “inward contradiction” which makes it to “bestir”. Marx (1977, p. 419) extols
Hegel for being the first to present the general form of dialectic but criticized him for standing
dialectic on its head. Marx asserts “My dialectic method is not only different from Hegelian,
but is its direct opposite.” Thus for Marx, the idea or Mind is the highest development of
matter. All ideas are built on economic or material base. Marx (1977, p. 418) declares: it is
“... not the idea, but the material phenomena alone can serve as its starting-point. Rodney
(1972) admits that mostly development is understood in exclusively economic sense. And in
this economic or material sense, development is measured in terms of growth in Gross
Domestic Product (GDP) or Income Per Person Per Year; industrialization; technological
advancement; physical capital (machinery, efficient transportation system); social capital
(good education, health system, stable government). Development understood in this material
sense is a severely narrow or side-view of development. Amarty a Sen (1999) considers
development taken in purely material sense as mistaken the “means” or “instrument” for the
“end” of development. This means that material development is justified only as a means to
true development, human or moral development. Human development integral or authentic
development encompasses the physical, emotional, intellectual, moral and the spiritual
dimensions of the human person. Human development is measured in terms of increasing
enhancement in people’s consciousness, skill, capacity, efficiency, creativity, self-worth, self-
discipline, freedom and responsibility. Human development is the unfolding actualization of
the latent potentialities of the human person. Human development is the process of
humanization; the process of making the human person more fully human.

4. GLOBALIZATION: IMPLICATIONS FOR HUMAN DEVELOPMENT

Advocates of globalization are quick in pointing out that it is pro-world. In saying this they
mean that it is a world-process of formulating and implementing policies that would benefit
peoples of the world as a whole. In this world-process, sovereign nations freely work together
to determine equally the course human progress. Advocates argue that globalization is a world
process at the service of man, the whole of his being: his material as well as his spiritual,
moral, intellectual, religious and social life. They say that globalization is a process of
globally fostering and promoting compassion and solidarity black and white men and women,
developed and developing nations. It is a process of building a global human family, an
inclusive society, a world devoid of marginalization and exclusion and discrimination of any
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type. They promise that globalization presents individuals and nations the opportunity for
self-realization and self —fulfillment which is what integral human development is.

Opponents of globalization point out that it is founded upon a material ontology and that
means that it is inherently inimical to human development. They argued that this inherent
antithesis is the Pandora Box from which ensures all the other problems of human
development.

Globalization is founded on the ontology of neo-liberal capitalism. The Kernel of neo-liberal
capitalism is free market operation. The mechanism of free market operation is that market
forces: the profit-motive, demand and supply, regulated by competition, ensure that
individuals and private firms produce goods and services that consumers are willing and able
to buy. The free operation of the market, “as if by invisible hand”, without conscious
regulation, generates social order and expands production.

What drives the mechanism of neo-liberalism and by implication what drives globalization
process is competition. Competition engenders rat race - unnecessary and unfair social
Darwinism — a situation individuals are pitched one against another as adversaries in mortal
rivalry. Human solidarity and brotherhood are perceived as useless utopia fit only for the
weak and feeble-minded.

Man as a being-in-the-global-world is a value-in-himself. His dignity is essential and
necessary and not contingent on anything. His dignity is inviolable. But for making profit the
motive and goal of globalization, neo-liberal theory regrettably ascribes ultimate value not to
man but to something outside man and this is dehumanizing.

5. CONCLUSION

We have seen that the ontology upon which the current globalization process is founded is
materialistic and that this materialism is the root of all the problems of human development.
We have also seen that the current globalization process is presented by neo-liberals as a
transcendent and inevitable process embodying the will of humanity. This is not correct. From
Kant’s theory of knowledge and who well’s antithetical epistemology, it is now generally
accepted that the interpretation of date is theory-laden. No reality exist sur generis.
Consequently the neo-liberal ontology of globalization not an autonomous and inevitable goal
of humanity; it is a political commitment and an economic preference. We have the power to
change our commitment and preference. It is a matter of choice.
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ABSTRACT

Regionalism, whether from the perspective of developmental regionalism or new regionalism,
in the current discourse of the global economy is frequently associated with development. The
common thread of development is pervasive within the different schemes of regionalism; be it
EU, APEC, NAFTA, MERCOSUR or ECOWAS. Concerning economic and regional
development, regionalism as an ideology is increasingly linked with, expanded markets, trade,
comparative advantage and specialization, economies of scale, industrialization, increased
competition and productivity. As with many other regional groupings, regionalism in West
African was crystallized in 1975 by ECOWAS to facilitate economic development to improve
the living standards of people in the region through trade, harmonization of policies and self-
reliance. The original ECOWAS treaty was revised in 1993 to include among other things the
importance of good governance, rule of law, food security, peace and stability as enabling
conditions for economic development. Since the transformation of OAU to AU, ECOWAS has
used NEPAD’s policy on regionalism as benchmarks. In promoting ‘“rapid and balanced
growth in West Africa,” ECOWAS has not made much progress. This paper will examine the
reasons why, even though ECOWAS has moved to the new paradigm of new regionalism with
the implementation of policies such as the Economic Partnership Agreement, West African
Power Pool, the ECOWAS Monetary Cooperation Program, the trade liberalization scheme,
the harmonization of immigration policies by the establishment of the Resident Card and
Travel Certificate, the ECOWAS Brown Card Scheme and the ECOWAS Agricultural Policy,
it still has challenges realizing its goals.

Keywords: Development, Economic, ECOWAS, Regionalism.

1. INTRODUCTION

Regionalism, the world over, has gained importance. After independence, African states
turned to regional cooperation and integration to pool their efforts to promote economic
development, at national and regional levels. In general, regional cooperation and integration
have gone through three successive waves, largely shaped by both domestic and international
demands and transformations. Unfortunately, attempts at regionalism to foster development
have not produced positive outcomes, and have been confronted by enormous challenges,
especially in Africa. Regional integration is considered to be an urgent necessity in the sub-
region of West Africa. This is because it is characterized as one of the poorest regions of the
world with the majority of its population living in poverty, most of the countries are highly
indebted, very susceptible to coup d’états, and suffer from endemic corruption and ethnic
divide (Ronnback, 2008 ,West African Civil Society Institute 2009, Asante 2012).

It is also richly endowed with natural resources in demand on the world market such as oil
(Nigeria and Ghana), diamonds (Liberia and Sierra Leone), gold (Ghana, Guinea), timber and
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cacao (Ghana and Ivory Coast), which if mobilized judiciously, would lead to growth and
development for the whole region. Unfortunately, the sub-region exhibits a nexus among
natural resources, poverty and armed conflict akin to the “resource curse” syndrome,
(Ronnback 2008: 5), which has proved hard to resolve. Member states of the ECOWAS sub-
region include Benin, Burkina Faso, Cape Verde, Cote d’Ivoire, Gambia, Ghana, Guinea,
Guinea Bissau, Liberia, Mali, Niger, Nigeria, Senegal, Sierra Leone and Togo. Of these,
Nigeria is the sub-regional hegemon, with its economy contributing more than half of the
ECOWAS economic activity. In fact, sixty percent of the region’s GDP is from Nigeria
although oil exports make a big part of it (ECOWAS Vanguard 2013). This means that the
fortunes of the sub-region are heavily shaped and dependent on the performance of the
Nigerian economy (Ronnback, 2008).

The paper, therefore, discusses the evolution of regional cooperation and integration in West
Africa, specifically, the Economic Community of West African States (ECOWAS). Particular
attention would be paid to the new regionalism to understand the role of state and non-state
actors in initiating or influencing and implementing policies to accelerate regionalism in the
era of globalization. In this respect, the paper starts with the examination of the perspectives
on regionalism, both old and new, with a focus on new regionalism, which is the major
preoccupation of the paper. Regionalism is also considered from the point of view of
development. The aim is to clarify terminologies and highlight the debate on continuities and
discontinuities between the two regionalisms. Second, the origins of ECOWAS are examined,
isolating the reasons for regional cooperation and integration. Third, the paper discusses the
new regionalism in ECOWAS, following the 1993 Treaty, highlighting the goals, and policies
targeted at economic development through a two-pronged approach that prioritizes trade and
investment.  Fourth, it outlines the progress made in realizing the goals through
implementation of the trade policies, which are at the core of the regionalism agenda,
especially, the Free Trade Area (FTA) and Common External Tariff (CET). Lastly, attention
is paid to explaining the challenges, and suggesting the way forward to enhance the process of
(developmental) regionalism.

2. PERSPECTIVES ON (OLD AND NEW) REGIONALISM

The discussion on regionalism has been subjected to different interpretations; however, there
are points of convergence. Analysts posit that regionalism has evolved through three waves,
depending on the time period; or two waves, old and new. It is postulated that regions of the
world have undergone through three waves (Telo, 2001; lheduru, 2011): First, the early
attempts at regionalism, commonly referred to as the old regionalism, occurred from 1960 to
1975, during the Cold War era. This was the time the majority of African states were getting
independence, grappling with the problems of economic development to improve the living
standards of ordinary citizens, and impacted by the Cold War politics between the two
superpowers.

Second, is the regionalism of the 1980s. It was a continuation of the old regionalism of the
first wave with a more elaborate agenda, and operating in the same Cold War environment.
It, however, incorporated new elements arising from the demands of the globalized economy.
In the case of Africa, this wave of regionalism was propelled by the Organization of African
Unity’s (OAU) Lagos Plan of Action for Economic Development for Africa (LPA) and
United Nations Economic Commission for Africa (UNECA), and strongly supported by the
USA. The LPA was trying to resolve the economic crisis in SSA, which was partly caused by
dependence on the developed West and integration in the world economy. Therefore, the
major objectives of this wave of regionalism were to foster “self-reliance, self-sustaining
development and economic growth” to avoid the negative effects of dependence on Africa’s
development (Theduru, 2011: 215). The OAU’s Plan led to the formation of sub-regional
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initiatives, namely, the Southern African Development Coordinating Conference (SADCC) in
1980, Preferential Trade Area of Eastern and Southern African States (PTA) in 1981, and
Economic Community of Central African States (ECCAS) in 1983. The LPA envisaged that
such sub-regional groupings, together with ECOWAS (that was formed prior to the LPA),
would form the basis of the African Economic Community (AEC), which would ultimately
be transformed into the African Common Market (ACM), as per Abuja Treaty of 1991
(Iheduru, 2011). Subsequently, in the 1990s, sub-regional organizations transformed
themselves into regional economic communities (RECs) through new treaties. In essence, the
first two waves were predominantly state-led initiatives that pursued developmental approach
to regionalism.

Third is the new regionalism, which originated in the late 1980s and became widespread
worldwide in the 1990s in response to, and a product of, heightened interdependence and
globalization governed by neo-liberalism to promote ‘market development, norms. It is
viewed both as a counter arrangement to multilateralism such as the World Trade
Organization (WTO), and as a supplement to the WTO (Hettne, 2006). It is a post-Cold War
phenomenon. Thus to Telo (2001: 1), new regionalism and globalization “are two components
of the same historical process of strengthening interdependence and weakening the state’s
barriers to free trade ...). Similarly Hettne (2006: 1) views the new regionalism, as essentially
“regionalism in the context of globalization” (Hettne, 2006: 1). Iheduru (2011: 216) states that
new regionalism is “anchored on market development paradigm”. New regionalism goes
beyond old regionalism, with the focus on the state, formal and legal institutions, and
economic cooperation to promote economic integration. It is outward-oriented as it is open
and favours interaction with other regions and new blocs, including emerging economies, to
access markets and acquire resources and capabilities.

New regionalism has proved to be a valuable means with which states can manage
opportunities and challenges of increased globalization (Best and Christiansen, 2011). For
poor and weak states, struggling to deal with the demands and challenges of globalization,
new regionalism serves a tool to deal with the unequal impacts of globalization and boost
their collective bargaining power (Shaw et al, 2012).The most significant feature of the new
regionalism among developing countries, that are weak and fragile, is the dependence on
external support to build their regions, such as other regional blocks (European Union),
international financial institutions (the World Bank, International Monetary Fund),
international organizations (the United Nations, especially the Economic Commission for
each region) and international non-governmental organizations (INGOs) (Human Rights) for
resources and capacities (Shaw et al, 2012; Telo 2001). Indeed, Western states, in general, and
the EU, in particular, have been instrumental in capacitating ECOWAS to assist in the
implementation of common regional policies, such as CET (Common External Tariff). It has
been reported that the European Commission has rendered assistance to the customs union of
ECOWAS. For example, Germany, has assisted with the CET process since 2009, such that
for the period 2014 to 2019, it allocated 22million Euros to four interrelated areas of trade
and customs, monitoring and evaluation, organizational development, and peace and security
(Ablordeppey, 2014: 33).

New regionalism is complex and multidimensional embracing economic, political, social and
cultural aspects, and involves state and non-state actors, both from within and outside the
region. Prominent non-state actors include private firms, civil society organizations, informal
sectors, such as (small scale) women traders (Shaw et al, 2011), and the sub-regional
organization itself through its various institutions. A well-developed regional venture creates
institutions that govern activities of member-states in a coordinated, coherent and coordinated
manner; and interacts with extra-regional actors in the international environment. For
example, in the current age of globalization where substantive trade takes place between
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regions, trade agreements and other cooperative arrangements are tackled between regional
blocks such as between ECOWAS and EU or NAFTA. Therefore, the institutional capacity
becomes critical to successful negotiations of benefits accruing to member states. However,
although scholars of new regionalism highlight the role of non-state actors in building of
regionalism, states remain equally important (Shaw et al, 2011).

Economically, the new regionalism is based on neo-liberalism. It is a market approach to
regionalism as the means to achieve economic integration with a common market and single
currency to foster trade and attract foreign direct investment (FDI) to achieve development.
Thus, new regionalism can be characterized as developmental regionalism nurtured by an
enlarged market and energized by synergies of both states and non-state actors. The goal of
development is a continuation from the old regionalism. Politically, new regionalism
emphasizes democratization of the region through the promotion of democratic and good
governance, human rights, and participation. Socially, the ultimate aim of new regionalism
lies in building a regional community with a common identity — from a ‘region of states to
that of the people’. Such a community bond would provide the basis for common security or
what Buzan (2003) labels as regional security complex which makes one regional member’s
security, every member’s security concern, especially when faced with common security
threats. However, the state remains central and common to both old and new regionalism, an
indicator of continuity from old to new regionalism. In terms of culture, the new regionalism
facilitates cultural inclusivity, cross-culturalization and trans-culturality upon which a new
regional identity could be built (Telo, 2001).

The categorization of regionalism into old and new, symbolizes that there have been two
waves of regionalism (Hettne, 2006; Soderbaum, 2003; Asante, 1997), which gives the
impression that the two are very distinct. However, it is more accurate to view old and new
regionalism as both a continuum and differentiation. Thus, it is even more useful to analyze
regionalism in terms of four aspects: actors, nature, issue areas, and international environment
to understand both continuities and discontinuities between old and new regionalism.
Common to both old and new regionalism are the states as actors, critical to the creation and
sustenance of the regional framework. Normally, prolonged negotiations culminate in treaties
stipulating the nature of regionalism agreed upon by member states. In terms of nature, both
old and new are primarily economic integration mechanisms geared to promote development
through coordinating and harmonizing policies and efforts of member states. The emphasis on
development is labeled developmental regionalism. Both old and new regionalisms emphasize
trade creation among members, through a liberalized, duty-free market among member states.
The expectation, therefore, is for regionalism to progress from a free trade area (FTA) to a
customs union with a common external tariff that acts as a buffer against competition from
non-member states, to a common market, then ultimately to an economic union. The EU
provides a practical model of regional integration, which most regions in the world, including
those in Africa seek to emulate (Iheduru, 2011: 216). Moreover, security issues were also
emphasized given the fact that trade and development are only possible in a peaceful
environment. Hence, economic and security issues are predominant to both old and new
regionalism, thus the co-existence and importance of both economic and security in
regionalism. Furthermore, both old and new regionalisms are impacted greatly by political
and economic demands of the global economy, especially ideological orientations of the super
powers and international economic ideals. It is argued that regionalism is initiated and thrives
only if a hegemon condones it. The successful regional integration experience in Western
Europe, thus, upheld as a model; and the proliferation of regionalism in the post-Cold War
were encouraged and supported by the USA. Essentially, regional integration requires states
to formulate common policies and create institutions to govern the sub-region. Central to
regional integration is the economics, primarily trade creation among members through
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removal of trade barriers. Economic integration is a process that proceeds in successive,
advanced stages: From the Free Trade Area (FTA) with the removal of both tariff and non-
tariff barriers to Customs Union (CU) with the imposition of the common external tariff
(CET) on all non-members to Common Market (CM) with harmonization of monetary and
fiscal policies and finally, economic union (EU) with coordination of macroeconomic and
budgetary policies, and a common currency. However, integration has progressed at varied
rates in different regions of the world, with the African experience, including West Africa,
seriously constrained. Central to economic integration is trade, in terms of creation and
expansion of trade among member states as a result of the elimination of all trade barriers.
Therefore, regionalism provides members with access to an enlarged market which could
stimulate production, growth and employment (Hoppe and Aidoo, 2013). To be able to trade,
production has to take place, which requires investment. Therefore, the region also provides a
market for investment. It is assumed that an enlarged market provides attractive conditions to
investors, including FDI, critical to increased production and growth, employment creation,
and improved quality of life.

3. THE ORIGINS OF ECOWAS

ECOWAS was created in 1975 by 15 states to promote economic development and
integration as a means to manage independence, development and security. These goals of
regional cooperation and development show two things: (1) The realization among developing
states that individually, development cannot be attained; economic development and security
are intractably intertwined such that without security, development cannot take place,
especially in violence-prone sub-region of West Africa; and (2) that there is strength in a
collective and mutual understanding among like members — developing countries. Thus, the
original Treaty of 1975 emphasized economic integration through intra-regional trade as the
engine of development and the creation of economies of scale to pave the way for inflows of
investments and promotion of industrialization. Thus, development is operationalized as
more than growth, in terms of improved living standards of citizens of member states in terms
of poverty reduction or elimination and structural transformation of regional economies from
subsistence agriculture to commercial agriculture and manufacturing (Mittleman, 2000).
More important, such sub-regionalism was expected to present a collective stand against
multinational corporations (MNC), which have a stranglehold on investments and markets.
Therefore, regionalism was meant to boost the (political) bargaining power of states vis-a-vis
MNC, especially, those involved in the extraction of raw materials upon which most depend
for exports (lheduru, 2011; Ronnback, 2008). The realization of the relationship between
development and security prompted ECOWAS to agree on two protocols, one on non
aggression in 1978, and the other on mutual assistance on defense matters in 1981. These two
protocols formed the nucleus of a common security frame, as conceptualized by Buzan
(2003), inclusive of making arrangements to create a standby force (Ronnback, 2008).

4. THE NEW ECOWAS

The Treaty of 1993 ushered in new regionalism in West Africa beyond its old regionalism
Treaty of 1975 to increase the pace of economic integration and political cooperation in
implementing the Treaty provisions. The objective of ECOWAS remains the spearheading
economic development, with the market taking the lead role by the private sector and public -
private partnership. The fact that member states have undertaken structural adjustment
policies of one form or the other, has created an enabling liberalized environment within
which regional cooperation thrives. The Treaty envisages the establishment of a common
market with a single currency (Ronnback, 2008). To achieve these regional goals, the Treaty
provided for the creation of regional governance structure that includes the Authority of
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Heads of State and Government, Council of Ministers, Community Parliament, Economic and
Social Council, Community Court of Justice. Executive Secretariat, Fund for Cooperation,
Compensation and Development, and Specialized Technical Commission. Moreover,
Protocols, Acts and policies have been agreed upon. Of particular significance is the 1999
Protocol Relating to the Mechanism for Conflict Prevention, Management, Resolution,
Peacekeeping and Security based on the UN principles and human rights philosophy; and a
2001 Supplementary Protocol on Democracy and Good Governance in West Africa. These
are designed to address security related issues and enhance democratic governance,
respectively. The 1999 Protocol on security and peacekeeping augmented the unenviable task
of ECOWAS Monitoring Group (ECOMOG) (created in 1991) in ensuring peace and security
within the sub-region.

The institutional structure of ECOWAS and accompanying instruments are reminiscent of
those of the African Union (AU). The states, in the form of member states, have been
particularly significant in nurturing economic integration, especially trade creation,
enhancement and facilitation.

5. PROGRESS IN ECOWAS

To nurture trade creation and expansion in ECOWAS, the sub-region adopted the ECOWAS
Trade Liberalization Scheme (ETLS) to actualize the FTA. The ETLS provides for no tariffs
and no non-tariffs for intra-region trade with strict adherence to the rules of origin
requirement. As part of trade creation and enhancement, the ETLS has provided for easing of
transit trade and ECOWAS Inter-State Road Transit (ISRT) scheme. The protocols on free
movement of ECOWAS citizens and their right to establishing and running a business in any
part of ECOWAS are meant to promote and expand intra-regional trade (Hoppe and Aidoo,
2013: 3).

6. DRAWBACKS AND CHALLENGES

In spite of the promised benefits of trade under the ETLS of the FTA and the recent CET,
numerous obstacles prevent the realization of the objectives as stipulated in the Treaty,
Protocols, Acts and policies, hence the slow pace at which the regionalism agenda is
advancing. First and foremost, are the overriding national interests of each member state, as
each tries to advance its national development agenda, thus signifying lack of political
commitment to the regional agenda. In some cases, the national interests has led to limited
market access as in the case of Ghanaian exporters to the Nigerian market (Hoppe and Aidoo,
2013: 4). National interests might explain the reluctance or delay in implementing the ETLS
and CET resulting in different rates at which member states implement the regional policies,
in general, and trade policies in particular. For example, although ETLS was provided for in
1983, it was only launched in 1990 and re-confirmed in the 1993 revised Treaty. Similarly, in
the face of the slow rate of implementing the CET, member countries have to apply their own
tariffs to imports from member states, resulting in different tariffs being imposed. Thus,
problems of full adherence to, and implementation of the FTA requirements; and slowness in
implementing the CET (adopted in 2005) have contributed to low levels of intra-regional
trade of 10 per cent in ECOWAS (Hoppe and Aidoo, 2013: 2). Not every member state has
implemented the Common External Tariff which came into effect in January 1, 2015. Ghana,
is one of the countries which has failed to meet the deadline because it has not yet ratified
provisions to pave the way for changes to national customs’ regulations and laws
(Ablordeppey, 2014: 32).

Second, intra-regional trade has been hampered by cumbersome bureaucratic procedures for
enabling exports to other members of ECOWAS. The national and regional committees are
involved in registration of exports under the ETLS scheme, which normally takes 4 to 6
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months, and samples have to be exported before registration, too long and cumbersome
process for exporting companies (Hoppe and Aidoo, 2013: 3).  Moreover, non-
implementation of the ‘preferred trader system’ slows down the clearance at border posts.
Bureaucratic procedures are compounded by corrupt practices to clear good at border posts,
such as informal payment and delays; and heavy transit charges (Hoppe and Aidoo, 2013: 4,
9).

Third, regional integration in general and trade in particular thrives if there is a regional
hegemon to provide leadership and guidance. The hegemon, in turn, acts as the link with the
world hegemon, the USA. Nigeria is considered the hegemon. Unfortunately, Nigerian
leadership is neither respected nor accepted; it is contested (Ronnback, 2008 ). Indeed, the
rampant corruption at the national level, high levels of poverty, unimpressive economic
performance, including low gross domestic product, and the problems with dealing with Boko
Haram, have eroded its leadership credentials and made it difficult to assert its leadership over
ECOWAS.

Fourth, limited institutional capacity to ensure or monitor implementation of ECOWAS
policies has had negative impact on enhancing intra-regional trade. The Commission and the
national sector committees for ETLS seem ‘ineffective ... to effectively meet capacity
challenges ... due to lack of relevant institutional machinery or forum .... And inadequacy of
human capacity ...” (Asante, 2012: 24, 26). These account for the “limited progress in the
implementation of the ECOWAS trade liberalization scheme” by the Commission (Asante,
2012: 26).

Fifth, ECOWAS lacks financial and human resources for successful implementation of the
trade agreements. Institutions, both at the regional and national levels find it hard to recruit
and retain skilled staff. More important, ECOWAS has no funds to operationalize the
compensation schemes for members incurring losses from implementing both the FTA and
CET. Instead, depends on donor aid to formulate and implement trade agreements, especially,
the EU.

Sixth, is the Anglophone-Francophone divide which prevents unity on regional priorities. For
example, Robbnack (2008) argues that while the former favour the focus on both economic
(trade) integration and security regionalism, the later sees ECOWAS as purely economic
regionalism. Furthermore, Hoppe, M and F.Aidoo (2013), state that there is no agreement
among members on the structure of CET. Finally, the fact that West Africa is vulnerable to
ills such as diseases such as Ebola and violence means that it is impossible to have a
functioning trade among members all the time as quarantines and seclusions will involve
suspension of interactions.

7. CONCLUSION
Undoubtedly, ECOWAS holds great promise for members to reap the benefits from intra-
regional trade. However, numerous challenges prevent the realization of successful trade
arrangement. These include national interests, bureaucratic requirements, leadership,
institutional incapacity, financial and human resources, Anglophone-Francophone divide, and
proneness to diseases and violence.
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ABSTRACT

Over the last decade, the Slovenian natural gas market has been gradually opening up to
competition. The natural gas market became fully liberalised in July 2007, when household
customers were allowed to freely choose their natural gas supplier. However, the natural gas
market for households continued to be highly concentrated, which was reflected in prices
above the EU average. Nonetheless, key changes in the natural gas market for households
only occurred as late as autumn 2012, when a new supplier entered the market with more
than 20% lower prices. Consequently, the switching rate increased to almost 9%, which was
in sharp contrast to the previous year’s switching rate of less than 1%. The competition was
further accelerated by decreasing prices from other suppliers. Therefore, the aim of this
paper is to critically review and assess the liberalisation process of the natural gas market for
households in Slovenia. Furthermore, it examines the factors that may impede or accelerate
the competitiveness of the natural gas market for Slovenian households.

Keywords: liberalisation, natural gas, regulation, Slovenia

1. INTRODUCTION

Although the EU has gradually opened up natural gas markets to competition for more than
fifteen years, the internal natural gas market remains far from completed. There are still many
barriers to completing the internal market. A lack of competition, the limited entry of new
players and low switching rates have all been observed in EU natural gas markets for
households (ACER/CEER, 2013). In addition, retail price regulations for natural gas still
persist in more than half of the EU member countries (ACER/CEER, 2014). These
shortcomings reveal that additional measures at the EU level are needed to complete the
internal natural gas market’s liberalisation. Since the beginning of 2003, the Slovenian natural
gas market has also been gradually opened up for eligible customers. The market was
characterised by long-term contracts, which prevented eligible customers from changing the
supplier from the incumbent. Another obstacle was the negotiated TPA (nTPA) to the
incumbent transmission network, since it could not secure transparency for and the non-
discriminatory treatment of eligible customers. However, ever since the regulated TPA
(rTPA) became mandated by the second EU Gas Directive, the rTPA has been implemented
in Slovenia as well (Hrovatin, Svigelj, 2003; Hrovatin, Svigelj, 2004). The natural gas market
in Slovenia became fully liberalised in July 2007, which is when household customers were
allowed to freely choose their natural gas supplier. However, the natural gas market for
households continued to be highly concentrated, which was reflected in prices above the EU
average. Nonetheless, key changes in the natural gas market for households only occurred as
late as autumn 2012, when a new supplier entered the market. Therefore, the aim of the paper
is to critically review and assess the liberalisation process of the natural gas market for
households in Slovenia. Furthermore, it examines the factors that may impede or accelerate
the competitiveness of the natural gas market for Slovenian households. The paper is
structured as follows: Section 2 provides an overview of the natural gas market in Slovenia,
Section 3 describes the wholesale natural gas market and Section 4 analyses the retail natural
gas market. After the detailed market structure is presented, households’ natural gas prices
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and the switching behaviour of household customers will be analysed. Finally, Section 5
briefly concludes the paper.

2. OVERVIEW OF THE NATURAL GAS MARKET IN SLOVENIA

The natural gas market in Slovenia is very small, reaching 761 million standard cubic metres
in 2014, almost 10% less than in 2013. The downward trend has been observed since 2010,
when natural gas consumption was at a record level of more than one billion standard cubic
metres. The economic crisis affected both business and household customers. Household
demand for gas was further influenced by better insulation of homes and increased use of heat
pumps and solar energy for heating systems (Energy Agency, 2015a; Energy Agency, 2012).
Slovenia produces a negligible quantity of natural gas. In 2014, domestic production
accounted for less than 0.3% of natural gas consumption. Thus, Slovenia depends entirely on
imports. In the past, Russia, Algeria and Austria were the key supply partners. However,
natural gas imports from Algeria were ended in 2012. In 2014, Austria succeeded in
becoming the largest source of natural gas for the Slovenian market, with a 62% share of all
imported natural gas. The imports from Russia amounted to 37%. Other sources (e.g.,
Hungary, Italy and Croatia) remained marginal and amounted to around 1%. However, the
natural gas from Austria was actually bought at the Baumgarten hub; hence, the source of the
natural gas cannot be determined, although most of it is assumed to be from Russia. Hence it
can be concluded that Russian natural gas dominates the Slovenian market (Energy Agency,
2015a).

Natural gas is transported to Slovenia solely via pipelines. The transmission network is
interconnected with the transmission networks of the neighbouring countries, namely those of
Austria, Croatia and Italy (Figure 1). The network is owned by the transmission system
operator (TSO) Pinovodi® (Energy Agency, 2015a).
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Figure 1: Natural gas transmission network of Slovenia (Energy Agency, 2015a)

2 Plinovodi is owned by the incumbent gas supplier Geoplin.
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In the EU, natural gas is also delivered by ships as liquefied natural gas (LNG).2 LNG has
gained importance throughout the Western EU over the last decade and amounted to 15% of
total supplies in 2012. In the last years, the share of LNG has been decreasing, primarily due
to higher LNG prices in Japan, China and South Korea compared to the EU (EC, 2014b).
Nevertheless, several EU countries took advantage of low LNG prices in the period from
2007 to 2010 (EC, 2014a).

Slovenia has no LNG regasification capacities. Furthermore, the country has no storage
facilities. Both could improve the security of Slovenia’s natural gas supply. In addition, LNG
could increase the flexibility and improve the diversification of Slovenia’s natural gas
supplies.

Final natural gas customers are supplied by transmission and local distribution networks.
Power generation companies, large industrial customers, local distribution companies and
district heating companies are supplied by the transmission system, while small industrial
customers, commercial users and households are supplied by the local distribution system
(Hrovatin, Svigelj, 2003). There are 16 local distribution system operators (DSOs) in 77
municipalities.* In most cases, DSOs operate as public utilities or concessionaires. In addition,
all of them are also the suppliers of natural gas (Energy Agency, 2015a).

3. WHOLESALE NATURAL GAS MARKET

Since the beginning of the natural gas market’s liberalisation, the incumbent Geoplin has lost
23% of its market share, in terms of natural gas imports. Its share dropped to 77% of imports
in 2014 (Energy Agency, 2015a). Despite that, the market has been open to competition since
2003, yet changes actually took place only in 2008 and 2012, when Adriaplin and GEN-I
started to import natural gas, respectively. In 2014, GEN-I became the second-largest
importer of natural gas, with a market share of 12%, followed by Adriaplin, with a 10%
market share. The other five players had less than 1% market share (Energy Agency, 2015a).
With the entry of new players, the amount of natural gas supplied on the basis of long-term
contracts further decreased. In 2013, 19% of natural gas was supplied on short-term contracts
(Energy Agency, 2014). This trend of increasing hub-based gas-to-gas competition has also
been observed in the EU, where the share of long-term oil based contracts decreased to only
around 50% of natural gas consumption, on average (EC, 2014b).

In the wholesale market, only five companies operate in Slovenia. Geoplin still had a 66%
market share in 2014. Petrol Energetika is ranked second, with a 31% market share, followed
by three minor suppliers, with a 3% market share all together (Energy Agency, 2015a).

The Herfindahl-Hirschman Index (HHI), which is used as a market concentration indicator,
has been decreasing in the last several years (Table 1). However, the high HHI all together in
2014 indicates that the Slovenian natural gas wholesale market is still highly concentrated.

Table 1: HHI for the Slovenian wholesale natural gas market (Energy Agency, 2015b; Energy
Agency, 2012)

2007 2008 2009 2010 2011 2012 2013 2014

HHI for wholesale

na. 6,827 6,791 5,748 5926 5,868 5,404 5,294
natural gas market

® See Ruester (2013) for a discussion on recent developments in the LNG market.
* Zori¢, Hrovatin and Scarsi (2009) found out that Slovenian natural gas distribution utilities are less efficient
than UK and Dutch natural gas distribution utilities, on average.
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Since the wholesale and retail markets are interrelated, the unfavourable situation in the
wholesale market has a negative effect on competition in the Slovenian downstream retail
market. In addition, the Agency for the Cooperation of Energy Regulators (ACER) identified
a lack of transparency in price formation and liquidity in wholesale markets, a lack of
adequate gas transportation infrastructure, long-term commitments for gas supply, cross-
border and storage capacity hoarding and differences in regulatory regimes and tariffs as
barriers to a fully competitive natural gas market in the EU (ACER/CEER, 2013).

4. RETAIL NATURAL GAS MARKET

The retail natural gas market in Slovenia is composed of two very different segments of
customers. On the one hand, there are 134 large industrial customers, which are connected
directly to the transmission network. On the other hand, all of the other natural gas consumers
(133,230), 119,025 of which are household consumers, are supplied through distribution
networks. Households represent 35% of consumption, while business customers consume
65% of supplied natural gas from distribution networks (Energy Agency, 2015a).

4.1. Market structure

Table 2 presents the development of the Slovenian natural gas retail market’s structure since
2007, when the natural gas market was fully liberalised. Geoplin managed to retain a leading
position with 57% market share. However, it lost almost 20% of the market in the observed
period. The major change in the market occurred as late as in autumn 2012, when GEN-I
entered the market for household customers, with more than 20% lower prices (ACER/CEER,
2013). GEN-I became the third-largest operator in the market, with a market share of 7.8% at
the end of 2014. The competition was further accelerated by decreasing prices from other
suppliers in order to retain their position in the market.

Table 2: Market shares of suppliers in the Slovenian natural gas retail market (Energy
Agency, 2015b; Energy Agency, 2012; Energy Agency, 2011)

2007 2008 2009 2010 2011 2012 2013 2014

Geoplin 76.1% 70.2% 69.6% 69.5% 62.2% 63.3% 57.7% 56.8%
Adriaplin 42% 55% 46% 54% 73% 72% 7.1% 10.4%
GEN-I / / / / [ 15% 82% 7.8%

Energetika Ljubljana 58% 72% 7.0% 76% 78% 78% 6.7% 57%
Plinarna Maribor 43% 54% 54% 53% 56% 59% 53% 52%

Petrol Energetika na. 29% 3.0% 12% 32% 36% 33% 3.7%
Petrol 08% 11% 10% 1.0% 55% 29% 31% 3.4%
Domplan n.a. n.a. n.a. n.a. n.a. na. 11% 1./%
Energetika Celje 25% 24% 27% 26% 26% 25% 18% 1.3%
Mestni Plinovodi n.a. n.a. n.a. n.a. na. 17% 14% 12%
Others 6.3% 53% 67% 74% 58% 37% 44% 2.8%

The market’s HHI has improved significantly in the last several years, indicating that the
competitiveness of the natural gas retail market is improving (Table 3). Similarly, the EU’s
retail markets are still concentrated, with only the Czech and Danish retail markets as
exceptions (ACER/CEER, 2014).
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Table 3: HHI for the Slovenian natural gas retail market (Energy Agency, 2015b; Energy
Agency, 2012)

2007 2008 2009 2010 2011 2012 2013 2014

HHI for natural gas

) 5,921 5,131 5,063 4,969 4,035 4,18 3551 3,485
retail market

4.2. Natural gas prices and switching

Figure 2 shows natural gas prices for typical household customers in Slovenia. The natural
gas prices were much higher than in the EU until 2012, when GEN-I entered the market. High
natural gas prices were a consequence of high oil prices, since the main suppliers purchased
natural gas based on long-term oil index contracts. However, GEN-I took advantage of
purchasing natural gas on hubs/stock exchanges, where prices of natural gas were lower
(ACER/CEER, 2013). As already noted, the incumbent suppliers reacted to the competition
from GEN-I by lowering their prices, which brought the average price down to the EU
average in 2013. The prices decreased further in 2014,
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Note: All taxes and levies are included in the natural gas prices.

Figure 2: Natural gas prices for typical household customers (D2) in Slovenia (bi-annual
data) (Eurostat, 2015)

Consumer switching activity is used as an indicator of competitiveness in the market. Before
the market entry of the new supplier, only 55 households had changed their supplier, which
was in sharp contrast to 2012, when almost 10,000 households changed their supplier (Table
4). This put Slovenia among the countries with the highest increase in natural gas switching
rates within the EU (ACER/CEER, 2014). In the Slovenian case, only around 15% of the
households responded to lower prices in the market over the last three years, which is
consistent with the ACER’s findings that prices alone are not the only factor that triggers
customer switching or deters them from switching (ACER/CEER, 2014).
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Table 4: Natural gas supplier switching for Slovenian household consumers (Energy Agency,
2015b; Energy Agency, 2012)

2007 2008 2009 2010 2011 2012 2013 2014

Natural gas supplier switching -
household consumers (number)
Amounts of natural gas involved
(GWh)

0 0 6 36 13 9985 6037 3413

0 0 015 037 021 131 100 45

5. CONCLUSION

The natural gas market in Slovenia became fully liberalised in July 2007. However, the
natural gas market for households continued to be highly concentrated, which was reflected in
prices above the EU average. Key changes in the natural gas market for households occurred
only as late as autumn 2012, when GEN-I entered the market. The new supplier’s strategy
was to offer significantly lower natural gas prices. Its strategy was based on a different
sourcing of natural gas from that of competitors and fixed-price offers. The response by other
competitors to lower natural gas prices brought prices down to the EU average.
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ABSTRACT

This study examines the service quality of cultural tourism experience perceived by tourists on
their satisfaction and further explores the relationships between perceived value, appraisal
emotion, and customer satisfaction. A total of 327 respondents completed a survey conducted
at two cultural festivals in Thailand. Using structural equation modeling (SEM) technique,
the results reveal the direct and positive effects of the service quality on perceived value,
appraisal emotion, and customer satisfaction. This study summarizes the findings and offers
some interesting implications for practitioners and researchers.

Keywords: Cultural tourism, Satisfaction, Service quality

1. INTRODUCTION

Cultural tourism has become a critical part in establishing the attractiveness of tourism
destinations (Nolan and Nolan, 1992; Harrison, 1997; Prentice, 2001, Richards, 2002;
McKercher et al., 2005). According to Richards (1997), cultural tourism defined as all
movements of persons for essentially cultural motivations with the intention to gather new
information and experiences to satisfy their cultural needs. Thus, cultural tourism is traveling
undertaken with historic sites, museums, the visual arts, and/or the performing arts such as
study tours, performing arts and other cultural tours, travel to festivals and other cultural
events, visit to sites and monuments travel to study nature, folklore or art or pilgrimages
(Tighe, 1991; World Tourism Organization, 1985). As an industry, cultural tourism is
extremely service driven in which service quality is a major issue. This study takes a
marketing approach to allow a focus on some of the main drives of customer satisfaction in
cultural tourism. From a marketing perspective, service quality plays an extremely important
role in determining the tourist satisfaction which is the aim that both private and public
cultural tourism providers strive to achieve (Voon and Lee, 2009). Understanding of service
quality viewed by customers can provide insights on how to highlight quality as critical
objectives for revitalising tourism industry. As such, service quality has become the centre of
attention in all sectors of cultural tourism as greater understanding of tourists is essential to
achieve more effective development and marketing of cultural tourism (Craik, 1997).
Although previous researches has been widely discussed the concept of service quality by
tourism researchers (Otto and Ritchie, 1996; Petrick and Backman, 2002; Al-Sabbahy, Ekinci
and Riley, 2004; Tam, 2004; Petrick, 2004; Gallarza and Saura, 2006; Sanchez et al., 2006;
Moliner et al., 2007; Ryu, Han and Kim, 2008), only a limited number of empirical studies
have attempted to comprehensively investigated tourists’ satisfaction in cultural attractions.
Given the importance of the aspect of service quality in all facets of the tourism industry, this
study addresses this gap in the literature by empirically investigating tourists’ satisfaction in
cultural tourism through festivals in Thailand. Specifically, this study focuses on satisfaction
perceived by tourists’ experiences and also explores the relationships between cultural
tourism experiences. A better understanding of these relationships enable service providers
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and researchers gain insights into knowing tourists’ perceived value and appraisal emotion,
and adjust their services to meet tourists’ satisfaction.

2. THEORETICAL BACKGROUND AND HYPOTHESES DEVELOPMENT

Tourists’ satisfaction with their experience has become important for contemporary tourists in
cultural tourism (Poria, Reichel and Biran, 2006; Reisinger and Steiner, 2006; Yeoman, Brass
and McMahon-Beattie, 2007). In marketing perspective, satisfaction is the attitude
consequence from the comparison of the expectation of performance and the perceived
performance of the service experience (Oliver, 1980). Considering tourists as customer,
customer satisfaction is primarily referred to as a function of pre-travel expectations and post-
travel experiences. Further, Gill, Bysima and Ouschan (2007) and Ryu, Han and Kim (2008)
explored that perceived value may be a better predictor of behavioural intentions than either
satisfaction or quality. Value refers to the mental estimate that consumers make of the travel
product, where perceptions of value are drawn from a personal cost/benefit assessment
(Morrison, 1989). As such, the time or money spent in a trip is compared with tourists’
experiences gained from that visit. In this sense, perceived value elicits form an assessment of
the product or services purchased at the destination (Steven, 1992). In this study, service is
what is that cultural tourists buy when they consume an experience, participate in an event
(Lehman, Wickham and Fillis, 2014). When experiences compared to expectations result in
feelings of gratification, the tourist is satisfied. Tourist experience is also an important factor
for increasing tourists’ satisfaction with the visited site (Tung & Ritchie, 2011). Further
tourists’ positive experience with the place visited enhances their satisfaction by enhancing
their positive attitude toward the visited site (Moscardo, 1996; Pearce, 2009). Filep and
Deery (2010) indicated that tourists can experience positive emotions such as joy, interest and
contentment during their onsite activities and tourists’ happiness is likely to produce positive
satisfaction (Pearce, 2009).

Drawing on the cognitive appraisal theory form the marketing and tourism literature, this
study attempts to illuminate the impact of tourists’ perceived value of service quality through
their experience on overall satisfaction. More specifically, this study focuses on the
relationship between tourists and places as a determinant of satisfaction by examining the
extent to which satisfaction varies across a cultural tourism through festivals on-site
experience (Cohen, Prayang and Moital, 2014). Previous researches have also suggested that
perceptions of service quality and value affect satisfaction (e.g., Oliver, 1980; Fornell, 1992;
De Rojas and Camarero, 2008). In the study of Su and Hsu (2013), service quality, which
comprises of pheripheral and core service quality, is an antecedent of tourists’ consumption
emotions that in turn influence satisfaction in the context of cultural tourism. If tourists
perceived something beyond their expectation, a feeling of unexpected surprise will arise and
in turn enhance their emotional experience (Tung and Ritchie, 2011). In this sense, appraisal
emotion helps to produce a positive tourism experience of some personal emotional thoughts
(Wang, 1999). To enhance tourists’ perceived value and their appraisal emotion with the
visited site, both peripheral and core service quality are required for comprehensive
examination of specific factors for entirely of the experience and its augmentations (Lovelock
and Gummesson, 2004).
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Customers derive value from the exchanges and the purchases they make from factors such as
convenience, from price savings, from emotional outcomes, from extra customer service and
added extras. The benefit received by customers for the price of the service exchanged affects
to emotion outcomes (Jones and Suh, 2000). As a result, the pleasure dimension of emotions
results in customer satisfaction. Given all these theories, tourist’ perceived value should result
in their appraisal emotion and satisfaction of the site. Thus, a conceptual relationship model of
this study is proposed (see Figure 1) and four hypotheses are made as follows.

H1 Peripheral service quality has a direct and positive relationship to perceived value.
H2 Core service quality has a direct and positive relationship to perceived value.

H3 Perceived value has a direct and positive relationship to appraisal emotion.

H4 Appraisal emotion has a direct and positive relationship to customer satisfaction.

Peripheral
Service Quality H,
Core Service
Quality H;

3. RESEARCH METHOD

Perceived Hg Appraisal Hg: Customer
[ Value ] [ Emotion Satisfaction

Figure 1: Conceptual model

3.1. Sample and data collection

This study was conducted on-site in the travel stage. The target population was all the tourists.
A self-administrated questionnaire survey was conducted to collect empirical data from
tourists who visit in the traditional festival (1) The Candle Festival (Hae Thian), the
traditional parading of elaborate candles to celebrate the largest religious ceremony, is held in
Ubon Ratchathani, North Eastern, Thailand, and (2) The Ghost Festival (Phi Ta Khon), the
traditional parading of wearing ghost marks, is held in Dan Sai, Loei province, North Eastern,
Thailand. Data collection was carried out over a period of two months from June to July 2014.
From the sample size of 327 respondents, 58% are female tourists and about 51% are aged
between 20 to 35 years old, while the majority (71%) of the respondents are single and around
58% hold a university degree.

3.2. Measurement of constructs

The questionnaire was designed based on a review of the literature and specific characteristics
of cultural tourism and was pre-tested and revised to ensure content validity. The research
instrument consisted of items dealing with peripheral service quality, core service quality,
perceived value, appraisal emotion and customer satisfaction plus a number of items that
captures demographic variable.
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All items were tailored for wording to fit the cultural tourism context. Peripheral service
quality was measured via the 6-item scale developed by Zeithaml, Berry and Parasuraman
(1996). Core service quality was measured via the 7-item scale adapted from the industry
structure scale originally developed by Murphy, Pritchard an dSmith (2000) and Danaher and
Mattsson (1994). Perceived value was measured via the 7-item scale developed by Murphy,
Pritchard and Smith (2000), Balton and Drew (1991). Appraisal emotion was measured via
the 6-item scale developed by Westbrook and Oliver (1991), De Rojas and Camarero (2008),
and Hume and Mort (2010). Finally, customer satisfaction was measured via the 3-item scale
developed by Oliver (1980) and De Rojas and Camarero (2008). Apart from respondent
information measured by a categorical scale, all items of the constructs are measured by a 5-
point Likert-type scale from ‘strongly disagree (=1)’ to ‘strongly agree (=5)’.

Exploratory factor analysis (EFA) and confirmatory factor analysis (CFA) are used to refine
the measures and to assess the construct validity. Both statistical approaches are used to
investigate the theoretical constructs, or factors that might be represented by a set of items.
First, the principles’ component analysis was used to decide on the number of factors by
examining Eigen values output. All factors with Eigen values greater than 1 were selected
using the Kaiser-Guttman rule (Tabachnick and Fidell, 2000). Orthogonal rotation using
Varimax extraction method was then used to discover the factor structure internal reliability.
Scale inclusion was determined using the reliability measure of Cronbach’s alpha (Miller,
1970). Thus, all variables were considered acceptable as they exceed .60, indicating tolerable
reliability.

All factor loadings are statistically significant (p-value >.01) and the composite reliabilities of
each construct exceed .80, well-above the usual .60 benchmark (Hair et al., 2006). Thus, these
measures demonstrate adequate convergent validity and reliability. To assess discriminant
validity, this study examines whether the average variance extracted (AVE) for each construct
is greater than its highest shared variance with other constructs (Fornell and Larker, 1981).
Overall, these results show that all items loaded appropriately onto their respective factors as
show in Table I. Thus, the measures in this study possess adequate reliability and validity and
the preliminary analysis indicated that the psychometric properties of the measures were
acceptable to examine the hypotheses.
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Tablel: Preliminary analysis

Composite | Cronbach i
AVE | peliability | Alpha | -02dings

Peripheral service quality (6 items) 575 |.889 .851

01. Parking accessibility 122

02. Travel convenience 795

03. Information venue availability 797

04. Comfortable accommodation .818

05. Food cleanliness 747

06. Safety system .659

Core service quality (7 items) 463 | .857 .809

07. Decorative costume attraction on the .705
parade

08. Elaborate traditional parading 720

09. Portraying scenes from culture of the 617
parade

10. Traditionally ascribing to the origins .689
of the parade

11. Fully providing the details of the 627
festival

12. Enriching value of the knowledge on 697
the festival

13. Offering distinctive traditional .699
ambience

Perceived value (7 items) 476 | .863 814

14. Well deserving trip 755

15. Worth for money 174

16. Worth for effort 156

17. Worth for other relative attractive 679
place

18. Worth for time 553

19. Worth for experience received .648

20. Good decision made to visit 678

Appraisal emotion (6 items) 580 |.892 .853

21. Contented 701

22. Entertained 712

23. Impressed 813

24. Joyful .808

25. Excitement 811

26. Spectacular 712

Customer satisfaction (3 items) .606 |.821 .673

27. Fulfilling a desire .704

28. Above expectation .810

29. Positive feelings 817
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4. THE FINDINGS

The partial least squares (PLS) methodology for the measurement of structural equation
models (SEM) was used to perform the analysis. SEM enables the simultaneous assessment of
both the path (structural) and factor (measurement) models in one model. Smart-PLS 2.0 M3
tool was used to analyse the data to test the hypotheses. Table Il provides explanation of
target endogenous variable variance and inner model path coefficient sizes and significance.
The coefficient of determination (R square) is 0.571 for the endogenous latent variable
(customer satisfaction). This means that the four latent variables (peripheral service quality,
core service quality, perceived value, and appraisal emotion) moderately explain 57.1% of the
variance in customer satisfaction. While R square is 0.429 for the endogenous latent variable
(appraisal emotion) which means that the three latent variables (peripheral service quality,
core service quality, and perceived value) moderately explain 42.9% of the variance in
appraisal emotion. Finally, peripheral service quality and core service quality together explain
42.6% of the variance of perceived value.

The path coefficients suggests that appraisal emotion has the strongest effect on customer
satisfaction (0.755), followed by perceived value (0.655), core service quality (0.406), and
peripheral service quality (0.302) respectively. All the hypothesized path relationships
(between peripheral service quality and perceived value, between core service quality and
perceived value, between perceived value and appraisal emotion, and between appraisal
emotion and customer satisfaction) are statistically significant as their standardized path
coefficient is higher than 0.1. Thus, the results can be concluded that AE and PV are both
highly strong predictors of customer satisfaction. While core service quality is moderately
strong predictors of customer satisfaction, and peripheral service quality is less strong
predictors of customer satisfaction.

Table I1: Partial least squares results for the conceptual model

Predicted variables Predictor variables Hypothesis Beta R Critical
Square ratio

Peripheral service Perceived value H1 302 - 2.249*

quality

Core service quality  Perceived value H2 406 426 2.998*

Perceived value Appraisal emotion H3 655  .429 12.228*

Appraisal emotion Customer satisfaction H4 755 571 17.310*

Note: *Indicates meets or exceeds minimum acceptable levels

5. CONSLUSION

Understanding the relationship between cultural tourism experience and customer satisfaction
is likely to assist cultural service providers in determining those aspects of a service that
should be measured, which procedures should be used in such measurement, and which
factors are most likely best to predict the satisfaction of the tourists. The results of this study
confirm that customer satisfaction is enhanced by appraisal emotion derived from service
quality in cultural tourism. In the area of marketing applied to cultural tourism, stimulating
tourists’ activities are fundamentally awakening tourists’ interest and increasing their
knowledge about a specific matter so that the tourists will experience pleasure. Both private
and public cultural tourism providers strive to achieve tourist satisfaction. This means that
cultural tourism providers should pay attention not only to improving the quality of service
attributes, but also to improving the perceived value on appraisal emotion that tourists obtain
from their service experience. However, core service quality was considered more important
than peripheral service quality. The unique traditional architecture of the cultural tourism
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serves as the key factor for attraction. The extra or peripheral service that leads to perceived
value will further enhance visitor satisfaction. Their costume, dances, handicrafts, language
and cultural activities can be very attractive for satisfying tourist. This study shows when
tourists participate in an event and consume the value inherent in the experiences offered
affects in their satisfaction. Understanding the different levels of would provide useful insight
into the nature of the cultural tourism experience. Thus, if a cultural tourism provider ignores
the psychological environment of the cultural tourism service experience, the result will be an
incomplete understanding of the core tourism experience. Cultural tourism processes should
be managed around the emotion encounters which impact significantly on overall tourist
satisfaction. The research findings offered some interesting implications for practitioners and
further research. Firstly, it provides service providers and policy decision makers an insight
into the tourists’ expectations and emotion. Secondly, policy decision makers have to develop
activities tailored to meet needs of the tourists. Finally, the policy decision makers must
allocate resources and develop attractive policies towards the cultural tourism through
festivals.
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ABSTRACT
This research aims to examine the potential of hot spring sites in the western Thailand for the
purpose of sustainable tourism. The research applied qualitative methods and the
participation of communities was included in the study’s approach. The fieldwork consisted of
the development of in-depth interviews, focus groups, field survey and participation
observation. Participants were stakeholders in tourism development. The data collected from
interviews were analysed, interpreted and reported with content and descriptive analysis.
It was found that the hot spring destinations had their outstanding resources, based on their
natural surrounded. The resources were used for tourism purpose in terms of health tourism.
The potential of the various hot spring areas was divided into 4 groups. The first group
included hot spring location where tourism data has not been gathered. The second group
encompassed hot spring where tourism data has been gathered. The third group were hot
springs where some tourism details had been gathered, but the hot spring sites were faced
with some problems. The last included well-developed hot spring locations where tourism
data has been gathered before. All locations could be promoted for health tourism, and
educational tourism could be added for tourist and the local community. Such development
would need to be controlled by the community committees formed by representatives of all
groups directly and indirectly related to tourism development. Tourism development
generated by community committees can result in sustainable development of hot spring
destinations.
Keywords: Tourism Potential, Hot spring, Health Tourism, Sustainable Tourism

1. INTRODUCTION

Tourism industry brings both income and more jobs into many countries, such as Thailand.
The Thai government uses tourism as one tool to tackle the country's economic problems,
creating jobs for people as well as increasing income for the country. Tourism has been
strongly emphasized as a potential source of economic wealth for all geographical areas,
particularly after the Asian economic crisis in 1997, and especially with the recognition that
tourism can earn foreign currency more quickly than other sectors. Furthermore, tourism has
been recognised since the Fourth National Economic and Social Development Plan (NESDP),
1977-1981, as having substantial potential benefits (Chittangwattana, 2005), and currently it
is @ major export industry for national and regional economic development. The Thai
government recognised tourism as a means of assisting in development processes and in
earning hard currency. Tourism has subsequently surpassed rice as the leading earner of
foreign exchange for the country and cornerstone of its economy (Tourism Authority of
Thailand, 1997). From 1997 the decline in economic growth, and in traditional exports in
primary production and manufacturing, resulted in growing indebtedness and a serious
balance of payments deficit. Yet tourism receipts have risen from USD. 37,740.00 million in
2013 to USD. 46,042.00 million in 2014 (http://data.worldbank.org/ 16/06/2015).

Tourism is regarded as a double-edged sword. On the one hand, tourism contributes to
economic growth and can raise the income of individuals and nations. On the other hand, it
produces many adverse impacts on host societies and their environments (Ounwichit, C. et al.,
2003; Buckley, 2004; Price and Smith, 1996; Tribe et al., 2001). Due to the negative impacts
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of tourism on society and the environment in the country, the Thai tourism industry nowadays
places emphasis on the concept of ecotourism and sustainable development. The Tourism
Authority of Thailand recognises that it is essential to ensure that the regular visits of tourists
are maintained and that tourism resources retain their integrity in order to maintain
attractiveness (TAT, 2012). Consequently, sustainable tourism is seen as a possible solution to
the deterioration of the resources and it is used as a contributor to the conservation of the
environment, society, and culture of the destination areas. In practice 'sustainable tourism' is
used as an umbrella term in Thailand for nature tourism, cultural tourism, and historical
tourism, including health and hot spring tourism.

There are variety of patterns of tourism, it depends on tourism resources, activities in the area
and the way of tourism be managed or designed to be. Some examples of tourism pattern,
natural tourism, cultural tourism, agrotourism, adventure tourism, trekking, hot spring
tourism, for example. This study mainly focused on hot spring tourism as it is an alternative
tourism for visitors who loves travelling with concerning to their health in naturally
environment (TDRI, 1997). It meant that the sites of the research were natural hot spring sites
which provides some tourism activities and also tourism patterns in the areas. Moreover, the
study viewed tourism environment all around the site of study.

In the Western Thailand, covered 7 provinces (Tak, Kampaeng Petch, Suphan Buri,
Kanchana Buri, Ratcha Buri, Petcha Buri and Prajueb Kiri Khan) have 18 hot spring sites.
These hot springs sites have been used for both tourism and their daily living purposes. Some
tourism sites have been developed and ready for tourism, but have no plan for tourism
development. These areas were left with some rubbishes and waste, including sewage form
bathing and pools. And many of other sites have not yet prepared to be tourism destination as
they are far away from the tourism accessing and the local people had no idea about tourism
management (Kangnoi, 2009). Therefore, it is important to manage tourism as a right track of
health tourism in these sites and help the local community to find their alternative ways to
sustainable tourism.

Sharpley et al. (2002) note that although tourism is an important potential vehicle for
economic development, sustainable tourism development also focuses on societal changes and
natural resource conservation as well as on economic impacts. Sustainable tourism
development is also often seen as requiring local community participation and involvement.
In this study, sustainable development through tourism is evaluated in relation to the planning
and management of health tourism (a concept that may be seen as part of sustainable
development). Actors’ views are presented on the perceived appropriate patterns of social
relations and the associated resulting patterns of resource use. As part of the focus on
‘insiders’ or community actors, the study additionally considers community acceptance of the
ways of making a living or 'livelihoods' from natural resources, and the types and levels of
participation and involvement in the development process. Consideration is also given to the
extent to which planning and management for tourism development per se and health tourism,
in particular — in both local and relevant national guidelines — reflect all actors' views about
these issues.

2. STUDY AIMS

1. To view all general information about all hot springs sites in the Western Thailand

2. To evaluate tourism potential of all hot spring sites for health tourism to reach the
health tourism standard in Thailand.

3. To find out patterns of health tourism and social relation and development
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3. RELATED WORKS
1) Potential of tourism

Tourism Authority of Thailand (TAT) (1995) mentions about potential of tourism that there
must be something to be considered for tourism’s potential. They are: 1) tourism attraction; 2)
related activities to the tourism sites; 3) infrastructure; and 4) superstructure. They also claim
that the potential and prompt of tourism in different areas are dominance from others. This
depends on their resources, their beauty and aesthetic. Importantly, the variation of tourism
sites have some outstanding resources which leads their tourism to be in that pattern.
Likewise, Sukhothai Thammathirath Open University (2002) and Tourism Department of
Thailand (2010) view about tourism’s potential in Thailand that there are something to be
thought about: 1) Tourism physical; 2) Quality of environment; 3) economic and social; 4)
value of culture and arts; 5) Value of education; and 6) efficiency of management. Thus, this
study focuses on the potential of tourism in accordance with 5 factors following both the 2
authors. They are: 1) Quality of tourism; 2) Safety ; 3) Infrastructure; 4) Management; and 5)
Value of tourism. Therefore, this study applied the hot spring tourism’s potential in 1) Quality
of hot spring tourism; 2) Safety at the sites ; 3) Infrastructure at hot spring sites; 4)
Management for health tourism; and 5) Value of tourism.

2) Health tourism

Tourism Authority of Thailand (TAT) (2012); Boonchai and Thansarawiput (2003) explain about
the meaning of health tourism that it is a pattern of travel for site visiting in both natural and
cultural resources. While their traveling, the tourism will spend their some times for their
health treatment and recovery (Cooper and Cooper, 2009). Moreover, Sriwittaya et al. (2003)
view that health tourism can be a pattern of tourism concerning about environmental
conservation. They also mention that when the visitor take benefit from nature such as hot
spring, they then would think about value of the hot spring. This can be a way for
environmental conservation, hot water and related activities in particular.

Therefore, hot spring tourism can be one of these 3 levels of health tourism. It can be the way
treatment by hot water, as well as it could help to improve the visitor’s body to get better
make them relax while bathing in the hot water.

3) Ideologies and values of sustainability
Ideologies represent the underlying basis of our ideas and beliefs, a basis that gives them
validity and credence (McCellan, 1986). The term is used in relation to beliefs that sustain
existing relations, but it also applies to beliefs that challenge existing relationships.
Ideologies often support the power of dominant economic and social groups but they can also
be opposed to the prevalent bases of power and can be used to pursue changes in those power
relations. They are related to how relationships of power are unavoidably interwoven into the
production and representation of meanings that serve the interests of particular social groups
(Mowforth and Munt, 2003). In this context, sustainable development itself represents an
ideological construct that it is largely derived from First World experiences and priorities and
that has become mobilization as a global notion. It is now associated with global
environmental issues, but it can be argued that the concept as it is often depicted tends to
serve the interests of the First World. One reason why it may favor the First World is that it
can hold back economic development and this can be thought to favor those nations that
already have achieved reasonable levels of economic well-being. The First World nations
were also able to secure their early economic growth without the environmental and social
restraints that the sustainability concept entails. The power implicated through a
universalistic First World view of sustainable development has led increasingly to the charge
of eco-imperialism and eco-colonialism. This charge may be less appropriate if sustainable
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development is defined and negotiated within the local communities within the developing
world itself in order to better reflect their situation, values, beliefs and imperatives. This is a
key premise of the present study.

Inevitably, there will be differing views or discourses related to the benefits of tourism for
development. Some adopt a narrow economic perspective and only consider the impacts for
themselves or their immediate family, while others may consider the range of economic,
environmental, social and cultural benefits and relate those to the wider needs of the whole
community. A more holistic approach to sustainability would require that the continuing
social, cultural and economic well-being of the whole community is an integral consideration
(Richards and Hall, 2002). @ Community-led sustainable development requires an
understanding not just of the relationship between local communities and their environment,
but also of the political, economic and cultural tensions within communities. Such tensions
within the community itself mean that there are often important differences in views and
discourses about appropriate development among local residents ( Richards and Hall, 2002).
One key contested value or discourse related to local sustainable development concerns
people’s opinions about appropriate livelihoods or ways of making a living based on the
actual or potential stock of local resources. The concept of sustainable livelihoods is used in
academic work on local sustainable development. Rather less work has been done on
people’s own views about what comprises an appropriate livelihood. According to Bingen
(2005: 1), the academic concept comprises three interrelated components: “(1)some
combination or portfolio of capabilities, assets (including physical, natural and social
resources or capital) and activities, (2) that enable people to deal with events and trends as
well as develop various strategies to pursue desired livelihood outcomes, (3) while
maintaining or enhancing their capabilities and asserts over the time” (Bingen, 2005:1).
Bingen explains that his ‘sustainable livelithood approach’ (SLA) can help in programs for
poverty eradication and for the enhancement of poor people’s livelihoods. The approach can
assist in evaluating local capabilities and assist in capacity and institution-building to promote
these capabilities. The categories of institutions include, for example, familial institutions,
communal (community) institutions, social institutions, collective institutions and policy/
governance institutions. These institutions tend to be seen at specific points in time, and they
are important in supporting people’s livelihoods throughout their lives. Such institutions are
an important consideration in the present study.

Two potential objectives behind promoting participation and empowerment that are discussed
in the literature are especially pertinent to the present study. First, such involvement might
encourage residents to make decisions that protect the environment. And, second, it might
lead locals to start small tourism businesses, which can secure greater economic benefits for
the community and retain those benefits locally. In such ways, political empowerment can be
accompanied by social and economic empowerment (Schyvens, 2002).

In relation to tourism development, community participation tends to fall significantly short of
empowerment. Indeed, often the purpose of tourism consultations is actually to persuade
residents of the benefits of tourism rather than to empower them to make their own decisions
(Sofield, 2003). Pearce et al (1996) identify the concept of social representations as a means
to understand how different community groups think about tourism, and they suggest that the
results of such analysis can then be taken into account in the tourism planning process. But
the frameworks proposed by researchers to understand the differing views about tourism
within the community tend to be focused more on the process rather than on the outcome of
community empowerment.

Grassroots empowerment is widely regarded as a fundamental of sustainability in tourism. As
people become more empowered in decision-making processes, and as they become more
involved in the entrepreneurial side of development, then their level of stewardship may
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increase: that is, stewardship of the environment, local culture and the destination community
in general (Timothy et al, 2003). This places the responsibility for upholding the principles of
sustainability squarely in the hands of destination residents and other local stakeholders. The
values, ideologies and discourses of sustainable development inevitably relate to ideas about
local benefits, and these need to be reflected in planning for sustainable tourism.

4)Hot spring

Hot spring, also called thermal spring, spring with water at temperatures substantially higher
than the air temperature of the surrounding region. Most hot springs discharge groundwater
that is heated by shallow intrusions of magma (molten rock) in volcanic areas. Some thermal
springs, however, are not related to volcanic activity. In such cases, the water is heated by
convective circulation: groundwater percolating downward reaches depths of a kilometre or
more where the temperature of rocks is high because of the normal temperature gradient of
the Earth’s crust—about 30 °C (54 °F) per kilometre in the first 10 km (6 miles) (The Royal
Institute, 2001). There are few more enjoyable experiences on a chilly winter night in the
mountains of western part of Thailand than a dip in a natural hot spring. Thailand’s hot
springs are found in some of the country’s most spectacular landscapes and provide visitors
with the perfect balance of relaxation and natural beauty. The 18 hot spring sites in the west
of Thailand have not yet been planned for tourism. A few of them have just provided for
tourism, the rest of that needed to be survey and more develop for tourism and health tourism
purposes ( http://www.dnp.go.th. 12/07/2015).

4. METHODS

Qualitative research approaches are used in this study to assess and evaluate ecotourism
planning and management and sustainable development. The intention of the study is to
evaluate the interpretations that people have of themselves and others and also of their social
situation, notably the views within the local communities in rural Thailand and from other
related actors about hot spring and sustainable development in that context. The approaches
are also used in the study in order to capture the various actors’ perspectives on hot spring
tourism and sustainability. According to Silverman (2000), before conducting research it is
important clearly to set out the overall research approach, as well as the related concepts,
theories, methodologies and methods. In the first place, the overall research approach
provides a framework for how we look at reality (Silverman, 2005:79). This research will
draw strongly on ethnomethodology because it examines actors’ social relations and their
responses to the role of hot spring development within their local social context.
Ethnomethodology, as an overall approach, encourages us to look at people’s everyday ways
of producing orderly social interaction. Using this constructivist strategy, this study will
focus on human activities and experiences as based in the social relations, values and
discourses surrounding ecotourism and sustainability. A concept is an idea derived from the
overall research approach and a theory is a set of concepts used to define and/or explain some
phenomenon. According to the theoretical positions identified by Jennings (2001), the
present study adopts an ethnographic research approach because ethnography focuses on
understanding questions of values, beliefs, and the psychology and culture of individuals and
groups. This research used several methods from qualitative research for its data collection.
They are: document analysis, individual interviews (semi-structured interviews) and
participant observation and observation. All the methods were structured under these
contents: 1) the potential of hot spring tourism in accordance with 5 factors (quality of
tourism, safety, infrastructure, management, value of tourism) ; 2) tourism patterns; and 3)
general information of hot spring tourism in the West of Thailand. The data was analysed
using content analysis, a technique that provides new insights and increases the researcher’s
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understanding of particular phenomena. The approach to content analysis used here was
thematic analysis, where the coding scheme was based on categories designed to capture the
dominant themes present in the text (Franzosi, 2004: 550). Thematic analysis is a method for
identifying, analyzing, and reporting themes with data. The process starts with the analyst
looking for and noticing patterns of meaning and issues of potential interest in the data. The
endpoint is the reporting of the content and the meaning of patterns or themes in the data,
where “themes are abstract constructs the investigators identify before, during, and after
analysis” (Ryan and Bernard, 2000: 780).

5. RESULTS

The study found that there were 3 main out comes. They were general information to tourism
of the hot springs in the west and tourism patterns at the hot spring sites. The result found that
the potential of the various hot spring areas were divided into 4 groups.

1) The first group included hot spring location where tourism data has not been
gathered. Their hot water temperature in between 40-51 Celsius, with poor quality for
tourism as they are in the deep jungle and hardly accessing by road and no tourism facilities.

2)The second group encompassed hot spring where tourism data has been gathered
with hot spring degree between 45-48 Celsius and the sites are preparing for hot spring
tourism. But they face with valued tourism planning. These groups need some advises by
health tourism planning consultation.

3) The third group were hot spring tourism sites where some tourism details had been
gathered, but the hot spring sites were faced with some problems. These sites in the past were
famous for health tourism. After tourism facilities construction and the effect from
earthguakes, the hot water had gone away from the sites. These areas had no tourism as there
are no natural hot water. Their temperatures are between 31-35 Celsius.

4) The last included well-developed hot spring locations where tourism data has been
gathered before. They are very good sites for health tourism as their temperature are in
between 39-72 Celsius. Tourism facilities are provided with some tourists safety process. The
accessibilities are good, in terms of transportation and road accessing and also local
participation and management in tourism at the sites.

Figure 2:Examples of poor quality hot spring site, but preparing to development (the second
group).
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Figure 4:Examples of well-developed hot spring site (the last group).

The patterns of tourism in the sites were found that Almost of the sites were prospered to be
developed for health tourism. But some of the sites were lacked of tourism management,
some place was far away from community. Some others faced with conflicts between local
community and the administration whereas 1 site face with disappearing of hot water to other
areas. Moreover, all of these tourism site, if in right track of tourism management, they could
be linked to surrounded tourism destinations, waterfalls, jungles, border, tribals and some
agricultural and historical areas. However, it needed good cooperation between organizations
and local communities to tourism participation and empowerment by local people which was
far away from tourism management in the areas. Moreover, this study had also guidelines for
landscape management in all tourism sites under local agreement. They are: 1) roads and
access ways have to be reconsidered about the green 2) buildings, including shops, toilets
visitor centre must be about local wisdom and traditional arts. 3) there must be relaxing zone
provided some green facilities 4) Cleared signs 5) keep clean 6) traditional plants must be
kept 7) keep the hot spring pond as it was found 8) green and eco lighting 9) naturally walk
way 10) unique signs and name of the hot spring 11) easily accessing to car park and high
way. All these designs and plans have to recognized about the local community participation,
environmental conservation and green zones.

6. CONCLUSION AND FUTURE WORKS
1) Health tourism and sustainable development

The notion of health tourism is discussed and evaluated next. While many authors suggest
varied definitions of health tourism and nature based tourism (all hot spring sites are in nature
based), there are often common elements or principles. Cater (1997), Blamey (2001) and
Orams (2001) indicate that the concept relates to nature based tourism that promotes
environmental education and that is managed for sustainability. Similarly, Fennell (2008)
suggests that nature based tourism "is a sustainable form of nature resource-based tourism that
focuses primarily on experiencing and learning about nature, and which is ethically managed
to be low-impact, non-consumptive, and locally oriented (in terms of control, benefits, profits
and scale). It typically occurs in natural areas, and should contribute to conservation or
preservation of such areas". That definition adds a locally oriented dimension. Lascurain
(1996: 20) similarly defines nature based tourism as "Environmentally responsible travel and
visitation to relatively undisturbed natural areas, in order to enjoy and appreciate nature (and
any accompanying features — both past and present) that promotes conservation in hot springs,
have low visitor impact, and provide for beneficial, active socio-economic involvement of
local populations”. This definition also provides some emphasis on local benefits for
residents.
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2)Social relations and sustainability

A social relationship represents the existence of a probability of social interaction between
two persons. In social relationships the probability of interaction is increased if the two
persons view themselves as members of a common collectivity. Social relations involve
complex social roles among social actors (McCall et al., 1970). In this study the social
relations that are of interest relate to the planning and management of ecotourism and
sustainability and to how people use and relate to their natural and cultural resources that can
be useful for tourism development. Attention is directed to how actors use and feel about the
use of resources for tourism development, and to their opinions about the concepts of
appropriate and sustainable development in relation to resource use for tourism. The study
draws on a number of contested concepts. This applies to development, sustainability and
empowerment; and sustainable tourism development is widely considered to be but a subset
of the contested broader concept of sustainable development. Community is also an
ambiguous and much-debated term. This study has set out to understand the varied and
differentiated community views about options for health tourism and sustainable
development, taking as its point of departure the concept of community empowerment. The
issues of community beliefs and discourses as well as empowerment go beyond the study of
tourism impacts to consider processes that may be best understood using approaches based in
sociological and political theory. It is argued that this expanded concept of empowerment
constitutes a useful standpoint from which to consider community/tourism development
relations (Sofield, 2003). By focusing on the social and political values, beliefs and relations
involved in health tourism and sustainable development, it is intended that the research will
assist in a broader understanding of the socially constructed character of ecotourism
management and sustainability. It seeks to situate the interpretation in the daily practices,
beliefs and relations in local communities in rural Thailand in order to develop an adaptive
view of health tourism and sustainable development. In effect it considers local community
views on sustainable community development through tourism, but in the context on social
interactions between national, regional and local actors.

3)Potential of hot springs.

The potential of hot spring areas was categorized to be 4 groups. The first group was hot
spring tourism that data has not been gathered. Therefore, the development did not apply to
them yet. According to an initial assessment, they were not potential enough to be attractions.
The second group was hot spring that the tourism data has been gathered. They were
developed for tourism purpose but face with environmental problems. The third was hot
spring sites that some tourism details had been gathered. From an initial assessment, they
were potential to be an attraction and they were being developed to be new attractions. The
last was hot spring where tourism data has been gathered. They were potential to be
attractions and the development had already been applied. However, proper development for
tourism had to be adopted. The development of those hot spring locations should concern
about the suitable pattern with tourism resources in area. Tourism resources have to be
connected with all attractions in areas. Moreover, the participation of the community was a
key to a success of development. The future works related to this study should be focused on
hot spring tourism sites management for health tourism and also about local community
participation in tourism management for sustainability.
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ABSTRACT

The paper analyzes foreign policy activities of the EU member states from Southern Europe.
The EU member states comprise a group of states that all have a Mediterranean coastline and
most of their population lives near the Mediterranean (Spain, Italy, Malta, Greece, and
Cyprus). Portugal is also a part of the research although it is not located on the
Mediterranean, but it belongs historically and culturally to Southern Europe. None of the
states has a communist past. However, circa 40 years ago some of them still lived under
military dictatorships (Spain, Portugal, and Greece). Since 2009, most of these states have
undergone a serious economic crisis. Since the economic crisis has struck Europe and
especially the Euro zone, these states have begun to show similarities in conducting their
foreign policy activities. In their foreign policy activities, when it comes to leadership
initiatives recognized by the ECFR Scorecard 2012-2015, the analyzed states have mainly
been oriented towards the issues that originate in their regions or the regions adjacent to
theirs, particularly the Middle East and North Africa. They have also mostly pursued their
own, direct interests, showing less appreciation and interest for the common goals of the
Common Foreign and Security Policy (CFSP) of the EU. Therefore, these states have been
categorized numerous times as so-called “slackers” by the EU, mostly because of their
relations with Russia and the Western Balkans region (especially Greece and Cyprus). Six EU
members from Southern Europe were also studied regarding their inter-group common
features, i.e. “common denominators”. The research has shown that due to the severe
economic crisis that has struck most of the EU members from Southern Europe, their foreign
policy activities were mostly oriented towards pursuing their own direct interests in the
neighboring states and/or adjacent regions.

Keywords: Southern Europe, foreign policy activism, the European Union, energy imports
dependence, the contemporary economic crisis i.e. Great Recession.

1. INTRODUCTION

Small states lack the material capacity to be an influential force around the world and across
the totality of issue areas. They instead must prudently react to the extraneous circumstances
forced upon them. By viewing small state diplomacy in this light, some external conditions
would favor a large foreign policy initiative more than others. If a state feels that the pressure
and constraints of their external environment are not likely to change from the status quo they
will be less likely to pursue extensive foreign policy. Extending from that proposition, a small
state that believes that its actions can create discernable benefits for itself will demonstrate a
high level of foreign policy initiative. A small state comfortable with the status quo will not
(Scheldrup, 2014: 20). Drawing on the thesis of Scheldrup about the activity of small states
and analyzing the activities of a particular group of states, small and not small, from the same
geographical region, the paper analyzes foreign policy initiatives of the EU member states
from Southern Europe, which were (recognized leadership initiatives i.e. leaders) or were not
(slackers) in accordance with the Common Foreign and Security Policy (CFSP) of the EU.
The paper also studies the difference between smaller states from the region, and the states
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that cannot be considered small by any definition (Italy, Spain). The EU member states from
Southern Europe comprise a group of states that all have a Mediterranean coastline and most
of their population lives near the Mediterranean (Spain, Italy, Malta, Greece, and Cyprus).
Although it is not located on the Mediterranean, Portugal is also a part of the research because
it belongs to Southern Europe, historically, and culturally. None of these states has a
communist past. However, circa 40 years ago some of them had a military dictatorship (Spain,
Portugal, and Greece). Since 2009, most of these states have undergone a serious economic
crisis. Since the economic crisis has struck Europe and especially the Euro zone, these states
have begun to show similarities in conducting their foreign policy activities. The EU member
states from Southern Europe are not geographically contiguous. This group of states is mostly
or completely located on islands (Cyprus, Malta) or peninsulas and islands (Greece, Italy,
Spain, Portugal).

The common characteristics, the so-called common denominators, were identified and chosen
for the purpose of this paper in order to define the issues that could influence the foreign
policy activities of the states that will be studied:

¢ None of the analyzed states has a communist past;

e Most of them (except Malta) are still struggling with a recession that has turned into
an economic crisis, with deep economic, political and social impacts. High
unemployment, especially among the young population, is by far the worst impact of
the recession;

o All of them are dependent on energy imports. Nevertheless, their energy supply is
more diversified and the level of dependence on energy imports from Russia much
lower than for instance the post-communist EU member states;

e Their economies significantly depend on tourism and not so much on industrial
production (especially Cyprus, Malta, and Greece). Cyprus also has a strong financial
sector, which is now in difficulties. Spain had a strong real-estate sector, which is also
undergoing a deep crisis.

2. METHODOLOGY

For the purpose of this paper, the data about the economic growth for the period of 2008-2014
were analyzed. The number of foreign policy leadership roles and “slackers” (the cases when
a particular state received a negative opinion from the EU about its role in a certain issue) for
each state was taken from the ECFR Scorecard, available for the years 2012, 2013, and 2014°.
The main methodological constraints that we were faced with were the relevance of
quantifying the foreign policy leadership roles and negative opinions received for each state.

® “The European Foreign Policy Scorecard is an innovative project that provides systematic annual assessments
of Europe's performance in dealing with the rest of the world. The scorecard assesses the performance of the EU
institutions on 80 policy areas around the six key themes: China, Russia, United States, Wider Europe, and Crisis
Management and Multilateral issues. However, devising a methodology in order to make a rigorous and
consistent judgment across issues and over time is a faced with inevitable simplifications as well as with two
main problems: the definition of success in foreign policy and the rigidity of period used Member states were
identified as “leaders” when they either took initiative in a constructive way or acted in an exemplary way , and
as “slackers” when they either impeded or blocked the development of policies that serve the European interest
in order to pursue their own narrowly defined interests or did not pull their weight. One needs to take into
account that each categorization of member state involved a political judgment and it should not be considered
definitive. In addition, according to authors, what it means to be “leader” or “slacker” varies in each case.” See:
http://www.ecfr.eu/scorecard/2014/extras/methodology.

Although it can be considered subjective, and although all leadership initiatives or slackers do not have the same
value (“weight”), the Scorecard represents a useful tool, since it comprises all recognized leadership initiatives
and slackers in one place, for each EU member state. Since it now comprises data at the state level for the past
four years, some patterns and influences that form these patterns, at the state level or at the group of states level,
can be noticed.
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At the same time, we did not want to develop a theoretical overview of prior foreign policy
initiatives® studies, which would clearly surpass the limits and purpose of this paper. Our goal
was simply to try to prove the main hypotheses based on the economic data and the data from
the ECFR Scorecard. It is very difficult to quantify foreign policy activities, either as positive
or negative, in this way. The mere number of roles does not speak about the relative value i.e.
“weight” of each role. The number of the roles, bonded with each of the issues on the roles
were tied points, to a certain degree, in a direction (at least geographical) that foreign policy
activities of each studied EU member state conducted its foreign policy in the period
analyzed. The data about the real GDP annual growth rate for the period 2008-2014 in %,
unemployment in % for the period 2009-2012, November 2013, July and December 2014
were shown as the indicators of the economic situation in the studied EU member states.
These data were used to study the impact of the economic crisis on the foreign policy
activities of each studied EU member state, in order to study the connection between the
current economic crisis and the geographical scope as well as the relative (un)importance of
certain issues for the foreign policy activities of the studied states. The same was done for the
second presumed main factor of foreign policy activity of the studied state i.e. the dependence
on energy imports. The data about energy dependence, with regard to the main sources and
types of energy imported, were shown as indicators of the level of dependence of each
particular studied EU member state on energy imports, in order to show the correlation
between the dependence on energy imports and the geographical scope as well as the relative
(un)importance of certain issues for the foreign policy of the aforementioned states.

The first hypothesis was put forward and the research was conducted in order to verify it: the
leadership initiatives of the aforementioned EU member states in the period 2012-2014,
recognized by the ECFR Scorecard, were mostly oriented towards the region that is adjacent
to them (the Middle East and North Africa, further in the text: the MENA region), and
motivated by the pursuit of their own, direct interests. The second main hypothesis was that
the current economic crisis is an important factor that affects the activity of the EU member
states, “small”’ (Cyprus, Greece, Malta, and Portugal) and “big” or “not small” (Italy and
Spain) that are geographically located in Southern Europe. The economy keeps the level of
the “positive” foreign policy low, at the same time pushing them to pursue their own direct
interests and therefore receive “slackers” from the EU. So the low number of “leaders” does
not mean that a certain state was inactive. It simply means that it had not pursued initiatives
recognized by the ECFR Scorecard, because it did not believe that they would benefit it (or
was satisfied with the status quo and therefore not interested in action), although it may have
had foreign policy initiatives that did not comply with the goals of the CFSP and the decisions
of the EU, because it believed they would benefit it.

® Foreign policy initiative is described as an activity of states attempting to further their interests and increase
their influence on the international stage. This term does not care about the result of power of the effectiveness
of such action, but instead on the attempt made by state. This attempt is characterized by a large amount of
substantial and autonomous activity initiated by the state or in conjunction with other states in events occurring
abroad (Scheldrup, 2014: 16).

" Although numerous, very different classifications of states according to their size exist, we have decided not to
explain them in depth, since it is not the purpose of this paper. The decision made here to differentiate between
states that could be considered small and those that definitely could not be (Italy, Spain) was based mainly on the
number of inhabitants, area, and total GDP.
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3. RESULTS
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Figure 1: GDP growth rate of Southern Europe EU member states in percentage, 2009-2014
Source of data:
http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tec00115
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Figure 2: Unemployment in Southern Europe EU member states in percentage, 2009-2014

Sources of data: 2009-2012, November 2013, epp.eurostat.ec.europa.eu/.../3-08012014-BP-EN.PDF
July and December 2014,
http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Unemployment_statisti
cs
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Tab. 1: Common denominators for each group of states studied: a level of relevance for all

states (Y = yes; N = no)

5

c 8 —
= 23 -
5 2 S|/l |5 8
SRS O|lo |2 |=2 |2 | v
NATO member N|TY | Y |NJ]Y|Y
EU member in 2004 or later Y | N/ N|J]Y | N]|N
Negative GDP growth rate in 2008 N|[Y | Y| N|N/|N
Negative GDP growth rate in 2009 Y| Y| Y| Y |Y]|Y
Negative GDP growth rate split by annual positive | Y | N | Y | N | Y | Y

GDP growth

Sustained negative GDP growth rate 2009-2013 N|Y | N|N|N/J|N
Negative GDP growth in 2014 Y | N|JY | N| N|N

Tab. 2: Southern European EU member states leadership initiatives, recognized by the ECFR

Scorecard, 2012-2015

State China Russia The Wider the Multilateral | Total
U.S.A. Europe | MENA | issuesand
region | crisis man.
Cyprus 0 0 1 0 1 1 3
Greece 0 0 0 0 0 0 0
Italy 3 1 4 2 6 7 23
Malta 0 0 0 0 1 0 1
Portugal 1 0 2 0 0 2 5
Spain 2 0 0 0 6 4 12
Total 6 1 7 2 14 14 44

Tab. 3. Southern European EU member states categorized as slackers by the EU, recognized

by the ECFR Scorecard, 2012-2015

State China Russia The Wider the Multilateral | Total
U.S.A. Europe | MENA | issuesand
region | crisis man.
Cyprus 1 3 0 7 0 4 15
Greece 0 2 0 5 1 7 15
Italy 1 4 0 1 0 4 10
Malta 2 1 1 0 0 3 7
Portugal 0 1 0 0 0 5 6
Spain 1 1 2 2 1 8 15
Total 5 12 3 15 2 31 68

4. DISCUSSION

Although one of the main priorities of the EU has been fostering political integration,
significant disparities amongst member states have long shaped the debate on the future
proceedings of the union. The much-debated concept of a two-speed Europe in policy circles,
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that is, the idea of different levels of integration to the EU depending on the political and
economic situation of each country, reflects the existence of divergence between members
long before the outbreak of the economic crisis. Since the beginning of the current economic
crisis, a divide between the Northern and the Southern European states has increased. Several
terms have been coined to mark these differences — amongst the most notable, the pejorative
acronym PIIGS (Portugal, Ireland, Italy, Greece and Spain), which described a group of
financially weak countries located in the periphery of the Eurozone®. A more accurate
cleavage would be the debtor-creditor divide, which captures the net international investment
position (NIIP) of countries and classifies them according to whether they are debtors, with a
negative NIIP, or creditors, with a positive NIIP. The Great Recession appears to have
significantly exacerbated the disparities between these two blocks®.

If we take a look at the quantitative data, these highlights can be accentuated: in Europe, the
combined GDP of the 27 EU member states contracted by 4.5% in 2009 relative to the year
before. It subsequently recovered somewhat, but once again registered negative growth in
2012 and stagnated in 2013. On the whole, by 2013 the European economy had shrunk by
1.2% relative to its 2008 level. The recession was an archetypal asymmetric shock, as some
countries were affected much more than others. In 2007-2010 the Irish economy shrank by
almost 10%, while Latvia lost 21% of its GDP (18% in 2010 alone). While these economies
eventually recovered, further south the crisis was more protracted: in Spain the size of the
contraction in 2007-2013 was around 6%, in Portugal 7%, in Italy almost 9%, while in Greece
the size of the economy declined by nearly 24% (Matsaganis, Leventi, 2014).

If we look at the numerical data about the leaders and slackers recognized for the Southern
European EU member states, we can see that the number of slackers significantly surpasses
the number of leaders (68:44). This is mainly a result of the total leadership inactivity of
Greece, and a result of almost complete lack of leadership initiatives pursued by Cyprus. At
the same time, these states each had 15 slackers. Malta also had many more slackers than
leadership initiatives (7:1). Portugal and Spain also had more slackers than recognized
leadership initiatives. In fact, the only EU member state that had more leadership initiatives
than slackers from this region was Italy (23:10). The highest number of leadership initiatives
was recognized for the relations with the MENA region (14) and in the field of multilateral
issues and crisis management (14).

Because of the lack of capabilities and the priorities in the domestic policy that these states
have to deal with, tied mostly to their neighborhood and their economy (energy cooperation
with Russia, in the case of Cyprus and Greece — relations with Turkey, Serbia, Kosovo etc.),
the states are engaged most when their direct interests are included or threatened (activity in
the neighborhood, region etc.). Foreign policy positions and initiatives of EU member states
from Southern Europe are being strongly influenced by the current economic crisis. It changes
priorities, and makes them more interested in pursuing their own goals. The thesis that the
economic crisis has pushed even the bigger EU member states from Southern Europe, such as
Italy and Spain, to pursue in foreign policy mostly issues that are directly connected to them
and/or which these states see as a threat was studied through the detailed analysis of the leader
initiatives and slackers, recognized by the ECFR Scorecard 2012-2015.

8 Since, in the meanwhile, Ireland has managed to restore its economy, and it is not a part of the group of states
that we have studied here, considering their geographic location and economic difficulties, the term PIGS
(Portugal, Italy, Greece, Spain) would be more appropriate. In the meantime, since 2012, Cyprus has also
suffered serious economic difficulties. Although signs of economic recovery have been visible in Spain and
Portugal since 2014, the only EU member state from Southern Europe that is performing well economically is
Malta.

® http://blogs.lse.ac.uk/eurocrisispress/2014/06/10/mind-the-gaps-the-political-consequences-of-the-great-
recession-in-europe/.

69



10th International Scientific Conference on Economic and Social Development — Miami, 25th September 2015

Italy, as the most populous state of the region, and part of the so-called EU “Big Four”
(Germany, United Kingdom, and France plus Italy'®) had the greatest number of recognized
leadership initiatives, which correlates with its size, central geographical position and
importance in Southern Europe. However, Italy’s number of leadership initiatives is way
beyond the so-called “EU Big Three” (when it comes to the EU’s Foreign Policy): Germany,
France, and the United Kingdom. A large disproportion of recognized initiatives exists,
especially when a number of initiatives conducted by the other actors and regions is taken into
account, besides the multilateral issues and crisis management (which is not based and limited
on one region).

Table 4. The number of leadership initiatives of the “EU’s Big Three” plus Italy by areas,

recognized by the ECFR Scorecard, 2012-2015
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Italy 1 1 1 2 2 2 0 0 2 0 1 1 23
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Kingdom

From Table 4, it can be seen that the “EU’s Big Three”, mainly because of their economic
power and influence (Germany), as well as their historical connectedness and interests

19 \When it comes to foreign policy, somewhat different findings also exist, which limit the membership of the
EU “big members”, to only three: Germany, the United Kingdom, and France. According to these findings, the
EU foreign policy is heavily influenced by the attitudes of these three truly big countries, which orchestrate most
of the decisions through the accommaodation of their interests.

More in: Lehne, S. 2012. The Big Three in EU Foreign Policy. The Carnegie Papers. Carnegie Endowment for
International Peace, Washington, D.C.
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(besides economic influence) in the MENA region (the United Kingdom, France), have more
recognized leadership initiatives in the MENA region than Italy, which is more
geographically adjacent to the region. The overall number of initiatives for the members of
the “EU’s Big Three” was about as twice as that of Italy, so clearly a difference between them
and Italy exists if this indicator of foreign policy activism is taken into consideration.

Besides leadership initiatives recognized in the field of multilateral issues and crisis
management (7), the greatest number of Italy’s initiatives was recognized in the relations with
the MENA region, due to close proximity of Italy to the countries in that region (especially to
Libya). Italy’s recognized initiatives in the MENA region were connected to: The Tunisian
Revolution (Scorecard 2012); improving financial support for MENA, and supporting
political transition in Libya and Yemen (Scorecard 2013); pushing for comprehensive
European strategy towards lIran following elections, and support for closer security
cooperation in the North Africa region in 2013 (Scorecard 2014); remaining engaged in Libya
(Scorecard 2015). The MENA region (especially North Africa) is a region where Italy had
some influence traditionally, and this influence was revived in the last decade and a half. The
negative effects of the region’s geographical closeness to Northern Africa is the inflow of
asylum seekers in Italy, since Italy’s southern coast is besides Malta the closest point of the
EU to Libya and a gateway to the other parts of the Schengen zone in which free movement
of people is possible.

Italy’s slackers (besides multilateral issues and crisis management, which are mainly related
to not participating enough in development and humanitarian aid, and European policy on UN
reform) were mostly tied to its relations with Russia: rule of law and human rights in Russia,
relations with Russia on protracted conflicts, and relations with Russia on energy issues
(Scorecard 2012); relations with Russia on energy issues (Scorecard 2014). Italy also received
one slacker for relations with the Wider Europe: rule of law, democracy and human rights in
the Eastern Neighbourhood (Scorecard 2012). Italy was obviously, for pragmatic reasons,
willing to receive slackers in order to pursue its own interests in relations with Russia,
especially regarding the cooperation in energy issues, since Italy receives a part of its gas
supplies from Russia (29 percent in 2012). Besides the slackers mentioned, Italy also received
one slacker for relations with China: promoting human rights in China (Scorecard 2013).
Spain was also recognized as a leader in its adjacent geographical area. Besides being a leader
in four initiatives in the field of multilateral issues and crisis management (which does not
have a particular regional affiliation), Spain had six of its twelve leadership initiatives in the
MENA region recognized by the ECFR Scorecard 2012-2015. Spain’s recognized role in the
MENA region was tied with: the Egyptian revolution (Scorecard 2012); improving financial
support for the MENA region (Scorecard 2013); pushing through agreement on eligibility
occupied territories grants, prices etc., and support for closer security cooperation in the North
Africa region in 2013 (Scorecard 2014); remaining engaged in Libya, and differentiating the
economic treatment of Israel and occupied territories (Scorecard 2015). The only other two
recognized leadership initiatives of Spain relate to China: reciprocity in access to public
procurement in Europe and China (Scorecard 2012), support Europe’s tough line on solar
panel case (2014). It is visible that Spain had no recognized leadership initiatives towards
Russia, the Wider Europe, and the United States.

Slackers received by Spain from the EU were mostly tied to the multilateral issues and crisis
management (eight): European policy on UN reform, development aid and global health
(Scorecard 2012); increasing development aid to reach agreed targets, increasing
humanitarian assistance, especially in the Sahel; facilitating the consolidation of European
seats at the IMF (Scorecard 2013); increase in development aid, increase in humanitarian aid,
steps taken to assist Syrian refugees/IDPs (Scorecard 2014). The economic crisis could be one
of the logical explanations. Pushed by high unemployment and negative economic indicators,
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the government of Spain did not want (or could not afford) to spend enough money and other
resources to humanitarian aid and other kinds of multilateral issues and crisis management
issues, that did not pose a direct interest and/or threat to Spain. Other slackers were received
for relations with China: promoting human rights in China (Scorecard 2013); Russia: rule of
law and human rights in Russia (Scorecard 2012); the United States: relations with the US on
the euro crisis (2012), countering the US offensive against EU regulation of aviation
emissions (2013); the Wider Europe: Kosovo (2012), encouraging Serbia to normalise
relations with Kosovo; the MENA region: humanitarian support to the Middle East (2015).
Greece did not manage to achieve a single leadership initiative in the studied period,
according to the ECFR Scorecard. The immense socio-economic difficulties that Greece is
facing at present are the most probable explanation of this condition. At the same time, it had
15 slackers received from the EU, clearly leading policy that is more “independent” i.e.
oriented on its basic, own national interests. The significant number of slackers was received
for relations with Russia and the Wider Europe. Greece’s slackers received for relations with
Russia were as follows: rule of law and human rights in Russia (Scorecard 2012), relations
with Russia on Energy Issues (2014). The important fact, that must not be omitted, is that
Greece receives over half of its gas supplies from Russia (56 percent in 2012). It has also tried
several times to make deals with Russia, in order to get loans, so that it could finance its
enormous debt. Slackers received for the relations with the Wider Europe region were: overall
progress of enlargement in the Western Balkans, Kosovo, relations with Turkey on the Cyprus
question, relations with Turkey on regional issues (Scorecard 2012); pushing visa
liberalisation for Turkey (2013). Greece’s foreign policy activities are mostly influenced by
its relations with Turkey and especially the Cyprus issue. Other slackers were received for
relations with the MENA region: the Syrian uprising (Scorecard 2012), and multilateral issues
and crisis management: increasing development aid to reach agreed targets, increasing
humanitarian assistance, especially in the Sahel, contributing to CSDP missions (2013);
increase in development aid, increase in humanitarian aid, steps taken to assist Syrian
refugees/IDPs (2014).

Portugal had five recognized leadership initiatives. These were recognized for relations with
China: relations with China on the Arab Awakening (Scorecard 2012); the United States:
relations with the US on climate change (2012), pushing for successful conclusion of TTIP
negotiations (2015); multilateral issues and crisis management: European policy on UN
reform (2012), fighting climate change (2015). Portugal’s slackers (5 of 6) were mostly tied to
multilateral issues and crisis management: increasing humanitarian assistance, especially in
the Sahel, contributing to CSDP missions (2013); increase in humanitarian aid, steps taken to
assist Syrian refugees/IDPs (2014); development aid and humanitarian aid (2015). The
remaining slacker was given to Portugal for relations with Russia: rule of law and human
rights in Russia (Scorecard 2012). Portugal, like most of the Southern Europe states, also
faces serious socio-economic difficulties, so the number of leaders as well as number and
character of slackers can be explained by these difficulties.

The facts that strongly influence foreign policy activism of Cyprus and Malta, besides their
geographical position, are their smallness and island character. A truly small state, with
population of under one million, Cyprus, had three leadership activities (assisting Syrian
refugees and reciprocity on visa procedures with the U.S.A.). Since its foreign policy is highly
dictated by the issue of island division and, subsequently, its relations with Turkey, as well its
financial connections with Russia, the number of slackers (15) is not so surprising™. 10 out of
Cyprus’ 15 slackers were tied to Russia and Wider Europe. Slackers for the relations with
Russia were related to: rule of law and human rights in Russia, relations with Russia on

Cyprus foreign policy preferences in the EU are explicitly linked to its geographic proximity and Turkey.
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protracted conflicts, relations with Russia on energy issues (Scorecard 2012). Slackers for the
relations with the Wider Europe region were related to: Kosovo, relations with Turkey on the
Cyprus question, relations with Turkey on regional issues, rule of law, democracy and human
rights in the Eastern Neighbourhood (Scorecard 2012); encouraging Serbia to normalise
relations with Kosovo, pushing visa liberalisation for Turkey (2013); steps to support opening
Chapter 23 and 24 in accession negotiations with Turkey (2014). Other slackers received by
Cyprus were tied with multilateral issues and crisis management: development aid and global
health (Scorecard 2012); contributing to CSDP missions (2013); increase in development aid,
increase in humanitarian aid (Scorecard 2014), and its relations with China: coordinating the
EU position towards China (Scorecard 2015).

Malta, the smallest EU member state by territory and population, was recognized as a leader
in one initiative, tied to its southern neighborhood, the MENA region (precisely: Northern
Africa) where it supported closer security cooperation (Scorecard 2013). Namely, Malta’s
foreign policy seeks to use its geopolitical relevance to maximize influence. Therefore, its
special focus is stability in the Mediterranean region from which non-military threats such as
irregular migration emerge. Given the relevance of the issue for the national security, the
migration has become Malta’s highly salient issue in the EU (Pastore, 2013: 71-72). Malta’s
slackers (totally 7), were significantly tied to multilateral issues and crisis management (3),
precisely the development and/or humanitarian aid: development aid and global health
(Scorecard 2012); increasing development aid to reach agreed targets (Scorecard 2013);
development aid and humanitarian aid (Scorecard 2015). Other slackers were given to Malta
for its relations with Russia: rule of law and human rights in Russia (Scorecard 2012); China:
promoting human rights in China (2013), speaking out or acting on human rights violations
(2015); and the United States: pushing for European policy on privacy and intelligence
(2015).

5. CONCLUSION

The economic crisis hinders not only the economic development, but it also hinders foreign
policy activities (oriented towards the fulfilment of the goals of the EU Common Foreign and
Security Policy, CFSP) of the EU member states that were worst hit by the crisis. The small
number of leadership initiatives from the EU member states from Southern Europe recognized
by the ECFR Scorecard indicates that the states were not so interested in pursuing the goals of
the CFSP. The results from the ECFR Scorecard show a strong convergence of negative
annual GDP growth since the start of the economic crisis and a large number of slackers
received from the EU, when it comes to the EU member states from Southern Europe. There
were only a couple of leadership initiatives recognized (besides the field of multilateral issues
and crisis management) that were not oriented towards the adjacent MENA region, and three
states (Greece, Cyprus, and Portugal) did not have any initiatives recognized towards this
region. At the same time, the EU member states from Southern Europe show a deficiency in
leadership initiatives recognized by the ECFR Scorecard for the 2011-2014 period (measured
by the ECFR Scorecard 2012-2015). Considering the size of some Southern European EU
members, such as Italy and Spain, the number of their leadership initiatives is lower than
would be expected considering their size and importance. Besides having a small number of
leadership initiatives recognized, Southern Europe EU member states received a large number
of slackers i.e. they were reprimanded by the EU for not complying enough with the goals of
the CFSP. Most of the slackers (31 out of total 68) were received for the field of multilateral
issues and crisis management (the field with the highest number of indicators followed,
however, the number of slackers is disproportionately high when compared with other fields).
This large number of slackers shows that Southern Europe EU member states are not
interested and/or not capable enough (especially smaller states, which have economic
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difficulties) in participating in common missions and multilateral initiatives led by the EU.
They seem to be much more interested as well as capable in pursuing their own interests,
which directly affect and/or originate in their immediate neighborhood.
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ABSTRACT

The world is a global marketplace, however much inquiry has been created regarding
American-based companies relocating departmental operations offshore to foreign territories.
Keating (2012) indicated that popular areas for companies to reposition operations include
customer service, information technology, and sales services. The main reason for moving
offshore is to cut costs and to maximize on cheaper labor pools in the host country. There are
cultural and language barriers that complicate matters, as well as, the media, as reported by
Dobbs (2004) in the United States (U.S.) brings supposition by broadcasting the jobs lost by
U.S. employees, as well as, home country power diminishing by stronger global players rising
and thriving, such as, Brazil, The Philippines, and Mexico. This study quantifiably examined
the relationship between participants’ demographic profiles and attitudes regarding business
outsourcing techniques and strategies utilizing the Chi-Square and Fisher’s Exact tests, to
gain a greater understanding of what these American-based beliefs truly are, in relation to,
the sample confined within this study. Areas of concern examined attitudes towards
managers, as well as, the U.S. government, regarding engaging in business outsourcing
endeavors, enforcing policies to keep jobs in America, operating with a global mindset,
helping people in both the home and host countries, competence factors associated with the
capabilities to head outsourcing efforts based upon gender, and the training needed to
successfully move operations offshore, for example. Significant differences were found in all
of the demographic variables of ethnicity, gender, number of children (e.g. family size), age,
education level, marital status, and annual household income.

Keywords: globalization, offshore outsourcing, strategic management

1. INTRODUCTION

Deciding to outsource a company’s products or services offshore to another country is not a
casual decision for any business to make. Furthermore, these offshore operational decisions
pose challenges for company executives, employees, and their residing communities at large.
Numerous factors go into consideration when determining to move overseas a portion of a
company’s organizational processes. Whitfield and VanHorsenn (2008) conveyed that the
most common elements that make up this complex decision to relocate are comprised of the
differing cultural sets and languages spoken in the foreign country, as well as, piracy, political
instabilities, and local governance differences in the host countries.

American-based businesses struggle with the reality of saving money by moving particular
operations overseas, and by keeping products and services made in the United States. Halzack
(2013) stated that manufacturing jobs in America have diminished due to assembly line
automation and jobs moving overseas to exploit cheaper labor teams. Additionally, many
Americans express discontent by having business operations moved overseas due to this
taking jobs, as well as opportunities, away from the American people. This paper examined
the relationship between participants’ demographic profiles and their attitudes regarding
business outsourcing techniques and strategies to gain a better understanding of American
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employees’ belief systems, in regards to, businesses engaging in outsourcing operations,
particularly offshore outsourcing operations. In this paper numerous strategic dimensions of
sourcing and shoring techniques and strategies are defined, however, “outsourcing” is the
term that is commonly used in this study to refer to any one of these techniques. Dolgui and
Proth (2013) defined outsourcing, “as the act of obtaining semi-finished products, finished
products or services from an outside company if these activities were traditionally performed
internally” (pp. 6769).

2. LITERATURE REVIEW

2.1. Strategic dimensions of sourcing and shoring techniques

There is a multitude of strategic dimensions associated with sourcing and shoring techniques
in the marketplace, conducting business abroad, and conducting business on the home front,
or near the home place. These strategic dimensions include (a) domestic outsourcing (b)
insourcing (c) backsourcing (d) offshoring (e) offshore outsourcing (f) onshoring (Q)
nearshoring (h) strategic outsourcing (i) business process outsourcing (BPO) and (j) offshore
service providers (OSPs). These sourcing and shoring techniques and strategies can be
complicated to understand, but are outlined in this following section. Koku (2009) stated that
domestic outsourcing is when a company decides to let go of an in-house job to go to another
domestic company to perform. Nodoushani and McKnight (2012) specified that insourcing is
bringing back work internally that was previously outsourced. Chadee and Ramen (2009), and
Koku (2009) indicated that backsourcing is rescinding the product or service back to the
home country where it came from originally. Offshoring is when a company from one country
outsources work with businesses in another country by either conducting operations in the
foreign country, or subcontracting this work out through outsource providers who then
transfer this work overseas

Additionally, Koku (2009) reported that offshore outsourcing is a hybrid of domestic
outsourcing and offshoring, in which a company totally transfers jobs to another company that
is foreign-based which has no relation whatsoever to the domestic affiliate, for example, Delta
Airlines is contracting out its reservation services to a call center in Manila, Philippines.
Bodamer (2012) declared that onshoring is bringing jobs back to the home country, whereas,
Worley (2012) accentuated that nearshoring is offshore outsourcing a percentage of a
business’s operations to a nearby country. Ikerionwu, et al., (2014), and Ahmed, et al., (2014)
explained that strategic outsourcing is the use of multiple vendors for short run contracts.
Business process outsourcing (BPO) is indicative of a when a particular business function of a
company is outsourced, for example, research & development (R&D), or payroll. Offshore
service providers (OSPs) are companies that manage, facilitate, and administer an
organization’s offshore operations. These OSPs can specialize in a certain business function
or be considered a universal agent for companies.

2.2. Advantages and disadvantages of outsourcing

Koku (2009) conveyed that the advantages of outsourcing are cost benefits, flexibility with
operational options, simplification of business processes, accessibility of newer equipment
and technology, reductions in the payroll and overhead costs, economic and business
development in the host country, enhanced global relations, and freed up capital for core
investments from offshore savings. The disadvantages associated with outsourcing are loss of
control over certain functions within the organization, the releasing of sensitive subject
matter, such as trade secrets, loss of jobs from home country employees, and backlash in the
homeplace community. Additionally an abundant amount of time is needed in order to get the
outsourced provider equipped and fully functioning.
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Works Management (2009) found that the U.S. economic recession prompted many
companies to outsource non-core competencies, such as customer service call centers. Sharma
(2001) reported that consumers, when analyzing product and service quality, typically
scrutinize the superiority of the product or service by way of questioning personal satisfaction
levels, determining repeat purchase motives, evaluating problems or complaints associated
with the product or service, considering brand image effects, and individual brand loyalty
intentions. All of these factors can affect a company positively, or negatively, when a
consumer has to interact with a call center representative from another country.

Sharma (2001) further found that customers who are high on consumer ethnocentrism tend to
be more concerned about the overall quality of the customer service offered by offshore
service representatives. Ethnocentrism is judging another culture based on the values and
standards of one's own culture. Consumers who are high on ethnocentrism will typically have
greater dissatisfaction levels with his/her experience while talking to a foreign call center
employee, which in turn spurs an increase in consumer complaints, as well as, a decrease in
repeat purchases.

Sohn (2011) stated that the reason many American-based companies decide to outsource a
portion of their operations is that the reality of running a business singlehandedly is not an
easy task, so outsourcing is a viable option for these organizations. Moreover, outsourcing
helps to control costs. Nevertheless, certain American-based companies do try to stay within
the perimeters of the U.S. working off the cultural belief that it makes good global sense to
outsource within the U.S., as opposed to a foreign country, mainly due to the huge time zone
differences associated when doing business abroad.

2.3. Types of business operations outsourced

Keating (2012) reported that the outsourcing services that are most common today are
accounting, financial, customer service, manufacturing, information technology, engineering,
human resources, R&D, data processing, and sales services. Through the outcomes of
globalization, as well as, companies eager to obtain impressive short-term results, outsourcing
has become a practical alternative.

2.4. Top offshore outsourcing destinations

Keating (2012) found that India was originally the go-to place for globalized call center
setups. Currently, Brazil, the Philippines, Mexico, and Vietnam are gaining market share over
India for outsourcing call centers. India has fallen from having 80% to 60% of the overall call
center market share. Brazil is now a new hot spot destination for offshore outsourcing for
American-based businesses. Brazilian-based customer support services over American-based
companies grew at a compound annual growth rate of approximately 27% during 2005 —
2010, compared to 21% from other regions. The cost per agent is cheaper in Brazil in
comparison to India, the Philippines, and Canada, where the costs are rising.

Datamonitor (2006) reported that the main problem with utilizing Brazil as an outsourcing
hub is the language barrier. Considerably, parts of the world are not confident in Brazilian-
based call centers being able to effectively handle additional languages when dealing with
customer support services. The perception of the stability of the government associated with
Brazil is additionally low which compounds problems even further for Brazil being seen as a
sustainable player in outsourcing efforts. However, the number of Latin-American contact
center agents servicing offshore clients nearly tripled from 16,200 in 2005 to 44,900 in 2010,
and are still growing today.
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2.5. Offshore outsourcing and trade barriers

Jones (2009) conveyed that marketing goods and services abroad is not a stress free task for
any organization. Negative global relations can impact international trade in times of inter-
country feuding. This can spill over into neighboring countries that are not even at odds with
one another due to the outsourcing business activities taking place. Consequently, top
executive leaders need to take into consideration the consequences of cross-country clashing,
and how this can impact a company’s profit, and international trade relations, in general.
Jones (2009) further stated that conducting business abroad, although may save the company
money on production costs, or service costs, in the short-run, it adds another compelling
dimension when different cultures and languages are thrown into the mix. With the decline in
trade barriers, and the use of the Internet, it is easier, and more cost-effective, to outsource
into foreign countries today. External factors can contribute to the overall success, or failure,
of the outsourcing business venture. The type of technology used, type of market targeted,
geographic location of the outsourcing business, and the amount of experience of the people
involved in the outsourcing operations can greatly impact the success, or failure, of the new
strategic direction. Ghandi et al., (2012) found that the global marketplace has become
smaller and highly competitive in part due to cheaper labor costs and operating expenditures.
Numerous people in the U.S. have a strong criticism towards outsourcing due to American
workers losing jobs to workers overseas. It has become a highly controversial topic. The
Internet has made communicating with people across the globe fast, simple, and easy. This
has further added to the global marketplace becoming a more tempting field to conduct
business in for American-based companies.

2.6. Attitudes towards outsourcing

Mansfield and Mutz (2013) stated that typically the decision to outsource is based upon
production constraints, whereas companies outsource to lower these production costs and then
pass on the price savings to consumers. Nevertheless, nearly 69% of Americans feel that
outsourcing hurts the U.S. economy, compared to only 17% of Americans who actually
thought that outsourcing helps the American economic structure. There is an “us” versus
“them” mentality that shapes Americans’ attitudes towards outsourcing, whereaS economists
refer to outsourcing as international trade; Americans typically have a different view on this.

2.7. American media, and political relations with the reporting of outsourcing efforts

For years, media and political relations in the U.S. tended to shed a negative light on
outsourcing throughout the American public. Dobbs (2004) reported that the shipment of
American jobs to low-cost foreign labor markets threatened millions of workers, their
families, and the American way of life. Kerry (2004) criticized President George Bush for
giving tax breaks to American-based companies that outsourced part of their business
operations outside of the country instead of making new jobs for Americans. Williams (2015)
claimed that nearly every outsourcing job does come with layoffs to the American workers.

3. METHODOLOGY

3.1. Sample and procedure

This study’s sample base was comprised of 209 working professionals from the Houston,
Texas metropolitan area. The data was collected electronically utilizing a web-based survey
created at www.surveymonkey.com during the years of 2013 and 2014. The participants were
invited by e-mail to participate in the study. The full demographic characteristics are
summarized in Table 1.

3.1. Instrument design
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The instrument design for this study consisted of 38 items. There were seven demographic
questions, as well as, one informed consent question at the beginning of the survey. The
remaining 30 questions aimed to identify Americans’ attitudes, perceptions, beliefs, and
opinions towards business outsourcing techniques and strategies. The 30 outsourcing based
questions with responses are displayed in Table 2.

3.2. Statistical analysis

The demographic characteristics of the sample were summarized as frequencies and
percentages, and the responses to each item were derived from a 5-point Likert scale
summarized as percentages.

Responses were then dichotomized into those who agreed with the statement (comprising of
agree and strongly agree responses on the Likert scale) and those that did not agree (e.g.
neutral, disagree, or strongly disagree responses). The percentage of respondents who
indicated agreement with each item was then compared across demographic groups using the
Chi-square or Fisher’s Exact Test where appropriate. Due to the number of items in the study,
only those for which the responses differ significantly between demographic groups were
displayed. Analysis was conducted using Stata 11MP and p-values < 0.05 were considered
statistically significant. P-values < 0.05 are indicated as *, < .01 as **, <.001 as ***,

3.3. Results

The demographic characteristics of respondents are summarized in Table 1. A total of 209
respondents completed the survey, and the profiles are as follows, under the age of 25
(26.9%), 26 - 35 years old (39.9%), 36 - 45 years old (22.6%), and 46 years or older (10.6%).
The highest ethnic group was white (41.6%), with Hispanics being the second highest ethnic
group (24.9%). African-American respondents came in third highest (13.9%), whereas, Other,
and Asian ethnic groups followed (11.5%, and 8.1% respectively). The “Other” ethnic group
is considered to be primarily of Middle Eastern descent. The majority of the respondents were
female (62.9%). Nearly half of the respondents were college educated with a 4 - year college
degree or higher (44%). Just over half of the participants were married (53.6%), while just
under half had no children (45.2%). Lastly, the strongest annual household income was
reported as $35,000 - $74,999 (37.5%), and the respondents within the income bracket of
$125,000 or more was the lowest reported (14.4%). The participants who self-disclosed an
annual income within $75,000 - $124,999 was the 2™ highest (31.7%), and lastly, respondents
self-disclosing income of less than $35,000 was the 3" most popular (16.4%).

Table 1: Demographic profiles (part 1 of 2)

N* %

Age
18-25 56 26.9
26-35 83 39.9
36-45 47 22.6
46+ 22 10.6

Ethnicity

White 87 41.6
Hispanic 52 24.9
Asian 17 8.1
African-American 29 13.9
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Table 1: Demographic profiles (part 2 of 2)

Other 24 11.5
Gender
Female 129 62.9
Male 76 37.1
Level of education

High school/Some college 49 23.4

2 - year college degree 68 32.5

4 - year college degree or above 92 44.0

Marital status

Single 60 28.7

Married 112 53.6
Divorced 14 6.7
Relationship/domestic partnership 23 11.0

Number of children
None 94 45.2
1-2 83 39.9
3 or more 31 14.9
Annual household income

Less than $35,000 34 16.4
$35,000 - $74,999 78 375
$75,000 - $124,999 66 31.7
$125,000 or more 30 14.4

*Complete data only

The responses to each item in the questionnaire are summarized below in Table 2. The
majority of respondents strongly agreed that offshore outsourcing helps foreign countries’
economies (60.0%), helps the people in the foreign country be able to have a job (66.8%),
allows a person in a host country to better him/herself (55.6%), that doing business with other
countries is necessary in order to strengthen ties globally (60.1%), and to stay competitive in
the marketplace (48.1%). However, the majority also strongly agreed that a manager who
outsources is looking to cut costs (55.6%), however, he/she is operating with a global mindset
when doing so (48.3%), it takes jobs away from people in existing companies (54.3%), and it
takes jobs away from Americans (44.7%). Americans do strongly agree with having a
preference in certain countries over others when it comes to outsourcing efforts (39.6%), but
would not have a problem working with a company that engages in outsourcing business
strategies (40.7%). The majority feels that if a manager does engage in offshore activities
he/she should learn the language and/or culture of the host country (45.6%).

The majority of the respondents disagreed that offshore outsourcing does not have a huge
impact on the American economy (56.3%), as well as, a manager who outsources in a foreign
country is more concerned with the welfare of the people in that country as opposed to the
welfare of the people in his/her own country (54.1%). The respondents disagreed that when a
manager engages in offshore outsourcing it helps to make America stronger (67.7%). The
respondents also disagreed that there is really no need to educate the offshore outsourcing
sites on American cultures or languages other than the people who work in the call center
(50.2%). Additionally, the respondents disagreed that a manager who engages in offshore
outsourcing does not care about the well-being of his/her existing employees’ jobs or futures
(52.7%). The respondents also disagreed (44.4%) that when a manager engages in offshore
outsourcing, he/she is admired and respected more, as well as, they disagreed that a male
manager is more adept to head offshore outsourcing operations (34%). The majority believed
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(38.5%) that it is actually the U.S. government’s fault for permitting American-based
companies the opportunity to outsource operations.

Americans are neutral when it comes to whether Brazil is the next rising star for offshore
outsourcing destinations (57.3%), if India still maintains the best place for offshore call center
activities (40.6%), as well as, whether or not a manager is better if he/she participates in
domestic outsourcing efforts, as opposed to offshore outsourcing endeavors (41.1%). The
respondents were also neutral to the statement regarding how offshore outsourcing allows
foreign countries to get an upper hand on global operations, which in turn could have adverse
effects to the American economy (58.5%). Lastly, the respondents are neutral regarding
whether a manager who participates in any type of outsourcing is probably just doing what
he/she has been told to do by his/her boss (32.5%), and offshore outsourcing is the way of the
future, and American companies need to get on board before they get left behind (36.5%).

Table 2: Attitudes concerning offshore outsourcing (part 1 of 2)
SD D N A SA

Offshore outsourcing helps a company in the long
run

Offshore outsourcing helps a company in the short-
run

Offshore outsourcing helps the foreign countries’
economy

Offshore outsourcing takes jobs away from
Americans

Offshore outsourcing does not have a huge impact
on the American economy

Offshore outsourcing helps the people in the foreign
country have a job

Offshore outsourcing allows a person in a foreign
country to better him/herself

Companies today should operate with a global
mindset

Doing business with other countries is necessary in
order to stay competitive in the marketplace

Doing business with other countries is necessary in
order to strengthen global relations

| prefer some foreign countries to others when it
comes to United States companies participating in 34 116 285 169 396
offshore outsourcing

The next rising star country for offshore outsourcing
is Brazil

India still maintains the best place for a company to
go to for call center activities

I would not have a problem with my organization
engaging in offshore outsourcing activities

7.7 148 268 96 412

1.0 177 297 115 40.2

20 39 59 283 600

14 125 135 279 447

233 563 131 10 6.3

14 10 58 250 66.8

19 29 222 174 556

14 29 211 273 274

29 6.7 13.0 293 48.1

14 43 106 236 60.1

15 73 573 49 201

53 169 406 58 314

91 211 215 7.7 407
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Table 2: Attitudes concerning offshore outsourcing (part 2 of 2)
Itis the US government’s fault on allowing 101 385 284 5.3 178
companies to outsource
A manager that uses offshore outsourcing is looking
to cut costs
A manager that uses offshore outsourcing
techniques and strategies is operating witha global 1.5 82 304 116 483
mindset
A manager that participates in domestic outsourcing
would be better than a manager
A manager who participates in any type of
outsourcing is probably just doing what he/she has 34 243 325 78 320
been told to do by his/her boss
A manager who enforces a “made in the U.S.A.”
policy is looking out for the overall welfare of the 29 115 269 154 433
American people
A manager who outsources to another country
should learn to speak the language of that country
A manager who outsources in a foreign country is
more concerned with the welfare of the people in
that country as opposed to the welfare of the people
in his/her own country
When a manager engages in offshore outsourcing it
helps to make America stronger 129 677 335 29 211

15 48 169 213 556

6.8 246 411 39 23.7

15 130 222 174 456

177 541 177 24 81

When a manager engages in offshore outsourcing
he/she is admired and respected more 11.1 444 348 15 82

A male manager would be more adept to head

offshore outsourcing operations for his company 168 340 29 34 220
over a female manager

Offshore outsourcing is the way of the future and

American companies need to get on board before 87 240 365 39 270
they get left behind

There really is no need to educate the offshore
outsourcing sites on American cultures or
languages, other than the people who work in the
call center

Outsourcing takes jobs away from people in existing
companies 05 120 192 139 543

251 502 135 10 101

Offshore outsourcing allows foreign countries to get
an upper hand on global operations, which in turn
could have adverse effects to the American
economy
A manager who engages in offshore outsourcing
does not care about the well-being of his/her 9.2 527 232 48 101
existing employees’ jobs or futures

SD = Strongly disagree, D = Disagree, N = Neutral, A = Agree, SA = Strongly agree

29 261 585 87 338
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The ethnicity group in Table 3 observed numerous differences in outsourcing attitudes.
Hispanic respondents were the most likely to agree that outsourcing helps a company in the
long run, while White respondents were the least likely to agree (67.3%, %°(4, n = 209) = 15.5,
p = .004***), White respondents were the most likely to agree that outsourcing takes jobs
away from the American economy (83.9%, x*(4, n = 208) = 13.3, p = .010**), and that
outsourcing takes jobs away from people in existing companies (77%, Fisher's exact (n =
208), p = .017*). Hispanic respondents were the most likely to agree that companies today
should operate with a global mindset (88.5%, Fisher's exact (n = 208), p = .009**). The
Hispanic respondents were dominant in agreement regarding that doing business with other
countries is necessary in order to stay competitive in the marketplace (94.1%, Fisher's exact (n
= 208), p = .003***), and that if a manager is participating in offshore activities, he/she is
operating with a global mindset (82.4%, y*(4, n = 209) = 15.5, p = .001***). The Asian
ethnic group agreed that there really is no need to educate the offshore outsourcing sites on
American cultures, or languages, other than the people who work in the call center (37.5%,
Fisher's exact (n = 208), p = .041*). The Other ethnic group (chiefly Middle Eastern descent)
strongly agreed that offshore outsourcing allows a person in a foreign country to better
him/herself (95.8%, Fisher's exact (n = 208), p = .005**).

Table 3: Agreement with statement by ethnic group (part 1 of 2)

Ethnicity

African —

American Ot V-2 p-value

White Hispanic Asian

Offshore outsourcing

helps a company in the 35.6 67.3 64.7 51.7 58.3 15.5 0.004
long run

Offshore outsourcing

takes jobs away from 83.9 73.1 58.8 60.7 54.2 13.3 0.010
Americans

Offshore outsourcing
allows a person in a
foreign country to better
him/herself

Companies today should
operate with a global 67.8 88.5 88.2 58.6 79.2 FE 0.009
mindset

Doing business with

other countries is

necessary in order to 70.1 94.1 88.2 65.5 75.0 FE 0.003
stay competitive in the

marketplace

A manager that uses

offshore outsourcing

techniques and strategies  46.0 82.4 64.7 71.4 45.8 21.4 0.001
is operating with a

global mindset

70.1 72.6 88.2 53.6 95.8 FE 0.005
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Table 3: Agreement with statement by ethnic group (part 2 of 2)

There really is no need

to educate the offshore

outsourcing sites on

American cultures or 10.3 7.7 375 6.9 8.7 FE 0.041
languages, other than the

people who work in the

call center

Outsourcing takes jobs

away from people in 77.0 51.9 76.5 75.9 56.5 FE 0.017
existing companies

FE = Fisher's exact test

Table 4 shows agreement by gender. The male respondents more likely agreed that offshore
outsourcing allows a person in a foreign country to better him/herself (81.6%, p = .041%),
companies today should operate with a global mindset (84.2%, p = .016%*), and India still
maintains the best place for a company to go to for call center activities (51.4%, p = .003***),
The male respondents further agreed over female respondents that when a manager engages in
offshore outsourcing it helps to make America stronger (32.9%, p = .030*), when a manager
engages in offshore outsourcing he/she is admired and respected more (17.3%, p = .006**),
and that offshore outsourcing is the way of the future, and American companies need to get on
board before they get left behind (40.8%, p = .013**). The female respondents more likely
agreed that a manager who enforces a “made in the U.S.A.” policy is looking out for the
overall welfare of the American people (64.1%, p = .048%).

Table 4: Agreement with statement by gender

Gender

Female Male  y’@=1 p-value

Offshore outsourcing allows a person in a foreign
country to better him/herself

Companies today should operate with a global
mindset

India still maintains the best place for a company to
go to for call center activities

A manager who enforces a “made in the U.S.A.”
policy is looking out for the overall welfare of the 64.1 50.0 3.9 0.048
American people

When a manager engages in offshore outsourcing it
helps to make America stronger

When a manager engages in offshore outsourcing
he/she is admired and respected more

Offshore outsourcing is the way of the future and
American companies need to get on board before 24.2 40.8 6.2 0.013
they get left behind

68.5 81.6 4.2 0.041

69.0 84.2 5.9 0.016

30.2 51.4 8.9 0.003

194 32.9 4.7 0.030

5.5 17.3 7.5 0.006

Differences in beliefs were also observed by number of children (e.g. family size) in Table 5.
Respondents with no children were more likely to believe that offshore outsourcing helps a
company in the long-run (60.6%, x*(3, n = 208) = 7.3, p = .026%), companies should operate
with a global mindset (86.2%, ¥*(3, n = 208) =12.3, p = .002***), when a manager engages
in offshore outsourcing he/she is admired and respected more (17.4%, Fisher's exact (n =
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206), p = .004***), and that offshore outsourcing is the way of the future and American
companies need to get on board before they get left behind (39.4%, y*(3, n = 207) = 8.5, p =
.014**). Respondents with 3 or more children were more likely to agree that it is the U.S.
government’s fault for allowing companies the opportunity to participate in outsourcing
activities (45.2%, y*(3, n = 207) = 9.9, p = .007**), outsourcing takes jobs away from people
in existing companies (90.3%, Fisher's exact (n = 207), p = .009**), as well as, offshore
outsourcing allows foreign countries to gain an upper hand on global operations, which in turn
could have adverse effects on the American economy (63.3%, y*(3, n = 206) = 6.4, p = .040%).

Table 5: Agreement with statement by number of children

Number of children
None 1-2 3+ y'wr=3 p-value

60.6 43.4 38.7 7.3 0.026

Offshore outsourcing helps a
company in the long run
Companies should operate with a
global mindset

Doing business with other
countries is necessary in order to
stay competitive in the
marketplace

It is the U.S. government’s fault

86.2 65.1 64.5 12.3 0.002

83.9 68.7 83.9 6.6 0.036

on allowing companies to 19.2 195 45.2 9.9 0.007
outsource

When a manager engages in

offshore outsourcing he/she is 17.4 3.6 3.2 FE 0.004

admired and respected more
Offshore outsourcing is the way
of the future and American
companies need to get on board
before they get left behind
Outsourcing takes jobs away
from people in existing 62.4 66.3 90.3 FE 0.009
companies
Offshore outsourcing allows
foreign countries to get an upper
hand on global operations; thisin ~ 37.2 41.5 63.3 6.4 0.040
turn could have adverse effects
on the American economy
FE = Fishers exact

394 19.3 33.3 8.5 0.014

Fewer responses differed by age, level of education, marital status and annual household
income, though some differences were observed in Table 6. Respondents in the age bracket of
36 — 45 years old were more likely to agree that it is the U.S. government’s fault for allowing
companies to outsource (40.4%, x2(3, n = 207) = 10.5, p = .015*). The age group of 46 or
older were more likely to agree that a manager who enforces a “made in the U.S.A.” policy is
looking out for the overall welfare of the American people (81.8%, X2(3, n=207)=138, p=
.003***), Respondents who had some college were more likely to agree that a male manager
would be more adegt to head offshore outsourcing operations for his company over a female
manager (32.7%, ¢°(2, n = 209) = 7.1, p = .028*). Single respondents were more likely to
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agree that offshore outsourcing helps a company in the long-run (68.3%, Fisher's exact (n =
209), p = .007**), whereas, respondents who identified themselves as being in a relationship,
or a domestic partnership, more likely agreed that offshore outsourcing helps the people in the
foreign country have a job (100%, Fisher's exact (n = 208), p = .010**), and that a male
manager would be more adept to head offshore outsourcing operations for his company over a
female manager (43.5%, Fisher's exact (n = 209), p = .029%*). Participants who made $35,000
annually or less, were more likely to agree that offshore outsourcing allows a person in a
foreign country to better him/herself (91.2%, Fisher's exact (n = 206), p = .027*), and that a
manager that uses offshore outsourcing techniques and strategies is operating with a global
mindset (79.4%, Fisher's exact (n = 206), p = .027%*). Lastly, participants whose annual
income was in the $75,000 - $124,999 range were more likely to agree that outsourcing takes
jobs away from people in existing companies (77.3%, ¥*(2, n = 207) = 10.8, p = .013**).

Table 6: Agreement by age group, education level, marital status, and income (part 1 of 2)

Age (years)
18 - 25 26-35 36-45 46+ Y@= p-value
It is the U.S.
government’s fault
on allowing 17.9 17.1 40.4 22.7 10.5 0.015
companies to
outsource

A manager who

enforces a “made in

the U.S.A.” policy

is looking out for 58.9 45.8 71.7 81.8 13.8  0.003
the overall welfare

of the American

people

Education level
2-year 4-year

Some 2
college  college Y @r=2) p-value
college
degree degree+
A male manager
would be more
adept to head
AL 32.7 32.4 16.3 71 0.028

outsourcing
operations for his
company over a
female manager
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Table 6: Agreement by age group, education level, marital status, and income (part 2 of 2)
Marital status
Relationship/
Single Married Divorced domestic Xz(df=3) p-value
partnership

Offshore
outsourcing helps a
company in the long
run

Offshore
outsourcing helps
the people in the
foreign country
have a job

A male manager
would be more
adept to head
offshore
outsourcing
operations for his
company over a
female manager

68.3 44.6 28.6 47.8 FE 0.007

98.3 88.3 78.6 100.0 FE 0.010

31.7 20.5 7.1 43.5 FE 0.029

Income
Less than $35,000- $75,000- $125,0000r value
$35,000  $74,999  $124,999 more  X@=3) P

Offshore

outsourcing allows

apersonina 91.2 63.6 72.7 75.9 FE 0.027

foreign country to

better him/herself

A manager that uses

offshore

outsourcing

techniques and 79.4 59.0 59.4 43.3 8.9 0.031

strategies is

operating with a

global mindset

Outsourcing takes

jobs away from

people in existing

companies
FE=Fisher's exact test

54.6 73.1 77.3 50.0 10.8  0.013

5. CONCLUSION

In closing, this study indicated that the participants had strong opinions towards the research
question regarding outsourcing, and how this shapes Americans’ attitudes based upon
demographic profiles. The demographic differences do show that Hispanics in America are
more favorable of companies who do outsource a portion of its operations overseas. Hispanics
feel that the company is operating with a more global intent and that outsourcing operations is
simply an essential part of doing business in the global marketplace in which companies
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reside today. The White ethnic group was the least favorable on outsourcing in America, and
this group feels that a company who practices outsourcing techniques and strategies is taking
jobs away from Americans, and directly from the people who work for the particular
organizations. The Asian ethnic group felt the strongest on the fact that educating indirect
workers in the foreign country on the American culture and language was not needed.

In regards to gender differences, the male respondents were more favorable of outsourcing
helping the people in the foreign country better themselves, and that outsourcing is a way for
a company to operate with a global mindset. Males also felt that India is still the best country
to go to for outsourcing call center activities. Males were also more favorable over females in
outsourcing activities helping to make America stronger, and that these techniques and
strategies are the way of the future, and America needs to get on board before she gets left
behind. Males also felt more strongly regarding a manager who engages in outsourcing events
is respected and admired more by his/her followers. However, females did feel stronger over
males that if a manager enforces a “made in the U.S.A.” policy he/she is looking out for the
welfare of the American people.

Family size was significant in which respondents who had no children, had stronger opinions
regarding outsourcing in America, for example, these respondents did feel that outsourcing
helps a company in the long-run, companies should operate with a global mindset, doing
business with other countries is necessary in order to stay competitive, a manager is admired
and respected more if he/she engages in outsourcing, and America needs to get on board with
outsourcing techniques and strategies before she gets left behind. Respondents with 3 or more
children felt more strongly, in regards to, outsourcing takes jobs away from people in existing
companies, and that offshore outsourcing has allowed foreign countries to gain an advantage
over the American economy.

The age group of 36 - 45 years were dominant in the belief that it is the U.S. government’s
fault for allowing companies the opportunity to offshore outsource. Respondents who were 46
years of age or older were dominant in believing that a manager who enforces a “made in the
U.S.A.” policy is looking out for the welfare of the American people. Respondents with only
some college felt that a male manager would be better at heading offshore outsourcing
operations for a company over a female manager. Respondents who were either in a
relationship, or a domestic partnership, were dominant in the attitude that offshore
outsourcing helps the people in the foreign country to have a job, and that a male manager
would be more adept to head offshore outsourcing operations over a female manager. The
single age group had stronger feelings that offshore outsourcing helps a company in the long
run. Lastly, respondents who made less than $35,000 annually had stronger beliefs regarding
offshore outsourcing allows a person in a foreign country to better him/herself, and that a
manager who uses offshore outsourcing techniques and strategies is operating with a global
mindset. The respondents in the $75,000 - $124,999 income bracket believed stronger that
outsourcing takes jobs away from existing companies.

6. LIMITATIONS

The aim of the study was to describe attitudes towards outsourcing across different subgroups
of the U.S. population, particularly offshore outsourcing efforts. It was not designed, or
planned to conduct multivariate analyses to identify independent predictors of responses. A
minimum of agree, and disagree responses would be required per variable in a multivariate
logistic regression model. Based on this, the sample size would not be sufficient to adequately
adjust for all demographic characteristics included in this study. This means it is not possible
to determine whether, for example, differences by ethnicity could be explained by age
differences in the ethnic groups. However this study does offer an indication of the
demographic groups whose attitudes, beliefs, feelings, and opinions differ from one another.
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ABSTRACT

The concept of a diffuse hotel is designed to connect small tourism providers in a specific
small geographic area into a broader and more complete offer of tourist services. The model
of diffuse hotels has been founded in Italy by Giancarlo dall’Ara in 1982 and has been
accepted for providing accommodation facilities all over the world. Increasing the quality of
private accommodation facilities or accommodation in households is one of the key objectives
of the Development Strategy of Croatian Tourism till the 2020th. At the same time it is the
reason for developing the National Programme what includes creation of new and innovative
tourism products. All this actions lead to increasing demand in the rural areas in main season
as well as out of peak seasons and strengthening of the competitiveness of Croatian tourism.
The aim of the paper is to analyze some specific features of the diffuse hotels and to explore
the possibility of improving the agricultural household tourist offer in Croatia by
implementation of diffuse hotels. For the purpose of this paper, in 2015, the perception of
agricultural households managers/owners in the area of Dubrovnik-Neretva County has been
explored. According to the results of the research it is visible that diffuse hotels can be
considered and accepted as suitable form of accommodation facilites in the future
development of tourism in the area of Dubrovnik-Neretva County.

Keywords: agricultural households, diffuse hotels, Dubrovnik- neretva County

1. INTRODUCTION

Agro tourism with the autenticity and uniquity of the product differs across the countries in
the international market. On the other side, agrotuourism supply and food issues are very
prominent in the development of European integration and are an integral part of identities
and are embedded in national cultures. It is important factor for croatian rural areas tourism
development. (www agroturizam-razvojan politika). It is the type of touristic rural family
business where the main activity is agricultural production until the accomodation facilities
and the other facilities are added as product/service.The owner and the famiily ordinary live at
the agricultural household, what influences on the high level of interraction between tourists
and owners/employees (Bacac, 2015. p. 30).
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The goal of the paper was to explore perception of the agricultural households managers and
owners in Dubrovnik- Neretva County towards diffuse hotels such as to explore some specific
features of their business practice.

The main hypothesis stated i n the paper are:

H1. Individual agriculturalhouseholds ordinary sell produce and sell food and /or
accomodation services, and are not able to provide integral and augmented agricultural
household product/service.

H2. The diffuse hotel can be convienient as new and innovative agricultural household
product in Dubrovnik-Neretva county.

For the purpose of this paper we have carried out primary research in the area of Konavle and
Peljesac Peninsula in Dubrovnik-Neretva County.

2. AGRICULTURAL HOUSEHOLDS AND DIFFUSE HOTELS

There are two basic types of agrotourism- open and close type of agro tourism households.
The first open type of agrotourism household is excursionary, as a type of agro toursm
household which offer the food services for individual clients and groups and the capacity is
maximal 80 persons. In the same group belongs the household which offer accomodation and
food services for maximum 20 persons (or 60 in the camp) and the food service for maximum
80 people.The thirs type of agro tourism household is close type of agro tourism household,
which offer accomodation and food services for the clients on the household. They can offer
the accomodation and food facilities for maximum 20 people on the agro tourism household
or 60 in the camp. The accomodation facilities can be oferred in the apartments, camps, rooms
or special houses (Bacac, 2015, p. 30).

Agricultural households can be based on the ecological production so in that case we can
speak about eco tourism. The most important stakeholders in rural tourism development are
agricultural households and are in significant number located in Dubrovnik-Neretva County,
(Demonja and Ruzic, 2010, p. 51), and in Istria, too, where we should mention the
contribution of the Tourist Chamber of Istria. For example, Agroturizam San Mauro in Istria
near Buje is on the 350 meteres height. The family keeps tradition and provides services in
their traditional and autochtonic house. In the restaurant 50 persons can be accepted and the
menue consists from the autochtonic food based on eco production. (http://www. Ruralna.hr.)
We also should mention Zagreb County where in 2007 seven households have been
registrated ( Franic, Cunj, 2007, p. 391), and there is a trend of increasing the number of
agricultural households from year to year. For example agricultural household Veselic appling
ecological production, what means that they do not use agrochemicals. The accomodation
facilities has been offered in the traditional autentical rural house and one can sleep in the
nones bad and the kids can be put in the traditional small bed for kids. The food has been
prepared in the traditional way with the fruit and vegetables from the organic production ( the
same is with the cookies). The visitors can see the animals and can have a drive on the tractor
around the whole village. Agricultural household Sveti Martin on  Mura in 2007 has been
awarded as the best European destination in rural tourism (by the European Commission).
The accomodation facilites have bee offered in ther bungalows and the visitors can eat wide
range of autochtonic food specialities. The clients can also play tennis and football and see
animals. They have arranged the area for kids where they can play different games and spend
their time (http://www. ruralna.hr, accessed 21.07.2015).
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Difusee hotel is a hotel which is not built and is very convienient for keeping autenticity of
the place. The model of difussed hotel has been founded in Italy by the Giancarlo dall’Ara in
1982( Dall’Ara, 2000). According to the new Strategy of Tourism Development until 2020.
difusse hotels are predicted as a form of tourist offer in Croatia. There are some positive
initiatives by private accommodation facilities owners in Istria, for institution of private
accommodation facilities based on the model of difusse hotel (www.glasistre). The main idea
is to put in function different buildings and give them added value, based on the creating of
new services and connection of the existing objects without new building which would
disturbe the autenticity of the destination.(Bacac, 2015, p. 31).

The example of good practice is the first diffuse hotel in Craotia called Raznjevica Dvori. The
hotel ,,Raznjevica dvori® has been opened 12. 06. 2014. in Polaca between Biograd and
Benkovac. The hotel consists of six stone functionaly connected buildings in the area of 1,7
hectars. The hotel ,,Raznjevi¢a dvori ,,has been built by reconstruction of old, traditional
objects. The hotel has different services including conference hall for 50 people (www.
zadarska-zupanija).

In this paper we have had explored the attitudes of the managers/owners on the agricultural
households in the area of Konavle and Peljesac Peninsula in Dubrovnik-Neretva County
towards difusse hotels and possibility of organizing agricultural household business practice
in the form of diffuse hotels. The results of the research will be presented and discussed in the
next part of paper.

3. RESULTS OF THE EMPIRICAL RESEARCH CARRIED OUT IN THE AREA OF
DUBROVNIK-NERETVA COUNTY

In our research we have explored the attitudes and experience of 10 agricultural households
owners/managers in Dubrovnik- Neretva County. The results of the research have been
shown below.

3.1. Research methodology

For the purpose of this paper we have carried out primary research in Dubrovnik-Neretva
County. The empirical research has been carried out by interviewing agricultural hopuseholds
managers/owners. The questionnare was semi-structured and included 29 questions. The first
group of questions was about demographic data, the second about services they have used in
agricultural households until now and about their experience. For analyzing data we have
used descriptive statistics.

3.2.Results of research and discussion

All agricultural households are located in Dubrovnik-Neretva county, in the area of Konavle
(80%), and Peljesac Peninsula (20%). The men in the study were represented with a share of
70%, while women accounted for 30%. The share of 20% belongs to the owners/managers
who were between 3land 35 years, 40% between 36 and 40, 20% between 41 and 45,
followes by managers older than 50 with the share of 20%. Managers/owners are mostly
secondary school educated (60%), college-educated or have finished high school (30%) or
have finished doctoral degree (10%).

The working time of the agricultural households mostly depends upon the announcement to
the owneres/managers. They are mostly small agricultural households. The service of the
agricultural household is mostly based on the food service. They consider they are completely
competitive, but some of them have difficulties in the market struggle for competitivness.
One part of them considers that agricultural households offer is good enough in all segments
of tourist supply (33%), but the significant part of them think that there is a need for

92


http://www.glasistre/

10th International Scientific Conference on Economic and Social Development — Miami, 25th September 2015

improvement (67%). The most important services which have to be improved are in the area
of management, marketing, customer relation ship management and aditional services.

The main advantages are: possibility to work in the own way, flexibile working hour,
traditional way of living, family business, possibility to offer specific type of service to the
market niche, possibility to produce and sell in their own houses, possibility to sell with
higher prices. The most important dissadvantages are: birocracy and complexity and
limitation of the legislation which is not adapted well with specific features of the
agricultural households buisness practice. Very often some standards demanded from
croatian agricultural households are higher than standards in the other EU countries, and it is
the main obstacle if they want to diversify and improve their supply. On the other side it
demands added financial investment.

The agricultural households owners/managers state that they also have problems with the
distribution of their products and they need help in the aerea of marketing management,
especially promotion and distibution. With the inovations in their production they should
produce more products. They all find out that the quality of their products is satisfing, but
they consider that it is necessary to continuously improve the level of quality. The findings
show that agricultural households are aware that clients demand and expect high level of
quality and safety standards. They have never had problems with the safety of their product
and although they do not have international certificate for their products (exept the
declarations with the data about producer, name of product, duration ), all of them consider
the safety level as very satisfing.

The future development should be based on inovations (in the capacity, but also in the area
of promotion and marketing management),. They mostly sell their product directly and using
services of travel agencies, but just some of them promote thier product using mass media
(20%) or have their own web sites (30%). The main barriers for the future development are
limitation connected with the human resources, financial obstacles, difficulties to place the
product on the international market and to find market niche which is optimal for the
household.

The cooperation with other agricultural household s they all will be ready to accept. They
also support financing from the EU projects and they are willing to apply to them, but they
need experts help (their limitations are in time and the knowledge necessary for filling the
documentation). Some of them apply informal cooperation between their households. The
main problems in realizing formal form of cooperation, such as difusse hotel, they see in the
possible conflicts about decisons and in legislation such as in financing projects.

4. CONCLUSION

According to the Croatian law the diffuse hotel is accepted as new and innovative tourism
product. The aim of the paper was to analyze some specific features of the diffuse hotels and
to explore the possibility of improving the agricultural household tourist offer in Croatia by
implementation of diffuse hotels. According to the results of the research which has been
done in 2015 with the main goal to explore the the perception of agricultural households
managers/owners in the area of Dubrovnik-Neretva County towards cooperation, it is visible
that they are willing to cooperate in formal form. Untill now some of them appling informal
form of cooperation, which is very similar to difusse hotel. The distance between some of the
agricultural householda is 200 meters, so it is possible to organize cooperation in the form of
difusse hotel. The agricultural households in Konavle and oPeljesac Peninsula mostly offer
one or two different services. It could be the way for creating integral and augmented
agricultrual household product, which can be found in Italy and other countires which have
started to organize agricultural households business practice in the form of difusse hotel and
developed it to the envious level until now. There is huge agricultural potential, in first order
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based on the autentical product and possiblity to sell autochtonius ambience and service based
on the econonomy of experience. Very often it is not possible for the individual producers
because they are limited by some factors. According to the results of the research it is visible
that agricultural households owners/managers are aware of that fact and they are willing to
inovate and to realize cooperation, what can be realized in the form of difusse hotels. So we
find out that difusse hotels are suitable for the agricultural household future development in
the area of Dubrovnik-Neretva County.
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ABSTRACT
Changes occurring in the world (social, economic, technological) are a great challenge for
market players. The development of transnational corporations, mass production, lower costs,
greater amount of markets, cheaper suppliers influence that producers aren 't able to secure
semi-finished products or raw materials in the production cycle. Semi-finished products and
raw materials are procured and delivered by providers, who are also intermediaries in this
production cycle from different countries. Lack of control over raw materials affects the
purchase by unscrupulous providers of the cheapest materials of unknown origin, resulting in
scandals - also in food.
The article shows the ways to verify the production of food at every stage of its creation, and
indicates possibility of its control.
Keywords: food market, profit and scandals food safety food market, control, information
system.

1. INTRODUCTION

The most important problem faced by the people all over the world is the problem of food.
For years, it was thought that food is healthy, provides body with essential nutrients, minerals
and vitamins for proper functioning of the body. This principle isn’t true in food production,
which has the highest change. Food has become much more accessible, more processed and
less "natural™, and thus its nutritional value for the consumer is becoming lower. Modern food
contains all sorts of extras that lengthen its shelf life, improve the appearance and taste,
increase the weight etc. (B. Waszkiewicz — Robak, 2002, p. 18-22) .

Modern food production sector is shaped by companies and corporations interested in profit.
Despite safety systems, (including existing HACCP), and control, food contains a lot of
different types of synthetic additives: dyes, or preservatives. Each of these food additives can
be long on the shelves, look good and smell delicious. Chemistry isn’t an enemy of society.
The problem in the production of food is same who, wishing to achieve high returns looking
for cheaper substitutes, sometimes untested, sometimes forbidden to improve the appearance
of food, refresh it and re-enter it on the market.

Often manufacturers in search of profits, expand markets by buying and selling food and
components for its production in different countries. Export and import of food, semi-finished
or preservatives from other countries is regulated by national governments. They choose their
products, limit amounts of various chemical compounds, determine which products will be
sold in the country. Countries defending themselves against unfair manufacturers prohibit
importing food whose origin or composition can’t be verified. Some bans are correct, some
may be malignant in order to protect its own production. The problem arises when verifying
accuracy of information about the food. How to stop throwing irregularities connected with
the wrong proportions of fertilizers, pesticides or antibiotics? How to verify whether a food is
healthy, free of excess pollutants?
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It seems that the alternative is to increase the control, but the number of controllers doesn’t
solve the problem. An alternative to food producers is the development of clusters or
associations of these producers, having ability to control food safety, and system verification
information producers at every stage of food production.

2. FOOD MARKET

Food market is a very attractive one. Every man must eat to live, and it gives a variety of high
- earning opportunities. The number of consumers leads to creation of new farms, factories
producing food, chemical laboratories. Fast and rapid development of the food industry also
affects development of market for food technologists who design recipes products suitable for
human consumption, their composition, determine permitted level of additives and
preservatives, so as not to harm the public. Equally rapidly growing is the market of chemical
additives, which look cheaper and higher food stabilizers, extending compounds expiry dates,
enriching products with nutritional supplements (vitamins, calcium, iron, minerals etc.).
Attractiveness and profitability of the market affects both manufacturers who compete with
each other in production of food, look for low-cost suppliers of cheap substitutes, produce
cheap products to earn as much as possible, looking for suppliers of all kinds of food additives
(preservatives, packaging, fixatives, food dyes, components for further production).

The development of the food market isn’t dependent on the consumer's wallet. Food is
produced for each consumer but it’s composition is modified. In the more expensive products,
you can find more natural substances. Cheaper products have their chemical counterparts, eg.
water with strawberry flavor can be produced on basis of strawberry juice or a chemical
additive which dictates taste and smell of strawberries. The difference between these products
are reflected in the price - water is cheaper with chemical addition.

Customer allocation by wealth

wealthy customers

~
middle-class customers
J
A
other customers

Source: own.

This division presented in form of a pyramid. At the base of pyramid are customers who earn
the least (minimum wage in the economy), living on unemployment benefits or benefiting
from state aid (social assistance). In every economy, they constitute the largest group.
Another part of pyramid is the middle class. The smallest group of customers are affluent,
located at the top of pyramid.

In perspective of this division we can raise question: which food market is more attractive -
natural food market (addressed to affluent and middle-income) or conventional food market
(addressed to other customers)? Producers of many factories produce food in these two
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categories - sometimes hiding their own brand — don’t want to hurt themselves for example -
Bakoma produces yogurt under name of the company and for discount Biedronka under name
Tola, where there isn’t any relation with the company’s name. Conventional food market is a
better market for some to make profit. The number of potential customers is greater,
preservatives can add more (so it reduces operating costs).

The attractiveness of the food market favors formation of scandals. From time to time in the
press, on television or the Internet, there are reports that the food contains road salt,
antibiotics, rat poison.? In Polish butter Slovaks experts have detected some emulsifiers and
preservatives allowed in the EU (emulsifiers E471, E322 and E472 and E202 preservative). "
Through these scams, every country has lost hundreds of millions of dollars. It is estimated
that fBOd scandal associated with road salt in food in Poland caused a loss of 300 million
PLN.

Food scandal also touch the most expensive food - organic food. Name of food doesn’t
guarantee its safety. Press publicized the scandal in the Italian organic food company. Few
thousand tons of counterfeit products have entered the market. One of the members of the
criminal group said that he sold more than 700,000 tons of organic food counterfeit with a
total value of around 220 million euros, in several European countries. The question was: how
to look for proceder sales? He bought raw materials in Romania and Italy, then reported as
“organic" on the basis of forged documents and resold at high prices.”> According to "Die
Welt", on the German market were millions of eggs from caged hens sold, which were
declared as "organic eggs".*®

Scandals in food industry in Poland and Europe arouse concerns of millions of consumers,
damaged the image of food abroad and undermined confidence in inspection services, it hit in
fair producers who have problems with signing long-term contracts with domestic and foreign
customers. Countries under protection of their own consumers may impose an embargo on all
producers of the country, eg. Russia, which believes that Polish food isn’t healthy, contains
antibiotics and harmful ingredients (K. Szymanska, 2013, pp. 222-227).

3. FOOD INSPECTION

Full control of food in each country is impossible. In Poland there are no controllers, who
would be able to detect all fraud, so many scandals explode after a certain time, some are not
disclosed at all. There is a lack of efficient operation and co-ordination between control
service, sometimes it doesn’t respect the law and don’t enforcing it.

There can be many solutions to this situation. The most valuable solution for the proper
functioning of the food market is to create a suitable computer program, the establishment of
the entity collecting and making available information about food production at every stage,
providing data producers and consumers both in Poland and abroad, and the appointment of
auditors for checking and verifying the information entered into the system at any level.

20 aferach zywnosciowych trzeba szybko informowa¢, http://ekonomia.rp.pl/artykul/1008815.html,

aktualizacja 13-05-2013.
Kolejna afera z polska zywnoscia - wycofuja masto ze sprzedazy, [2013-02-10],

http://www.wprost.pl/ar/387604/Kolejna-afera-z-polska-zywnoscia-wycofuja-maslo-ze-sprzedazy/

Polska traci setki milionow zlotych na aferach zywno$ciowych: s6l, konina, martwe bydlo...,

http://biznes.gazetaprawna.pl/artykuly/693790,polska_traci_setki_milionow_zlotych na_aferach_zywnoscio

wych_sol_konina_martwe_bydlo.html, 29.03.2013.

> Oszukana zywno$é ekologiczna we Wioszech, http://www.biokurier.pl/aktualnosci/1283-0szukana-zywnosc-
ekologiczna-we-woszech, 07, grudzien 2011.

16 Oszustwo w wielkim stylu, _http://www.dw.de/skandal-z-eko-jajkami-za-ma%C5%820-kontroler%C3%B3w-
%C5%BCywno%C5%9Bci/a-16628969, [25.02.2013].

97

13

14


http://www.dw.de/skandal-z-eko-jajkami-za-ma%C5%82o-kontroler%C3%B3w-%C5%BCywno%C5%9Bci/a-16628969
http://www.dw.de/skandal-z-eko-jajkami-za-ma%C5%82o-kontroler%C3%B3w-%C5%BCywno%C5%9Bci/a-16628969

10th International Scientific Conference on Economic and Social Development — Miami, 25th September 2015

4. ELECTRONIC INFORMATION SYSTEM AS A TOOL FOR ENSURING FOOD
SECURITY AND CONTROLLING THE FOOD MARKET

Electronic information system about production of food is a tool to ensure food safety - from
the farmer or producer to the customer.

The system should combine multiple units: seminal centrale, sales of fertilizers and pesticides,
veterinary clinics, farmers, processors and stores. All information should be stored in an
electronic database linking the different institutions.

Centrale seminal would inform, which products have been sold to customer, in which year,
when they were made, what was their expiration date, residence time in the control of seed. In
addition, they provide information about species of seeds or seedlings sold and way storage.
Each purchase of these materials would be scanned and assigned to a specific manufacturer
(farmer).

Veterinary database would provide information about disease in herds, genetic material for
breeding, antibiotics and other means used in the farms. Here too, any purchase would be
scanned and assigned to the producer (farmer).

Database farmers contain information about the use of fertilizers or plant protection products,
size of the farm (there can be correlated and checked purchased fertilizers in terms of number
of acres), the time of their application (in terms of preserving grace period - to reduce dosage
of fertilizer just before sale, the frequency of use - if they were too often fertilized to improve
crop yields); antibiotics used on the farm (or preserved waiting periods prior to sale of
animals and products of animal origin).

Farmer at home would be forced to make a particular purchase and enter information about
application. In addition, the farmer must have had provided information on number of sowing,
after manufacture of product (seed, raw materials for further processing) would be forced to
check in amount collected or produced fetal cattle or swine, date of harvest, accounting
changes its location - the sale. Before the sale he would introduce information about the last
time when he used additives and their dosage, method of storage, storage conditions and
measures taken to storage. This would give a complete picture of a working farm.

Database would contain processors information about: farmer from whom a person bought
material for further processing, food additives, the country from which they are derived with
dates of purchase to prevent re-circulation of food that is past due. At this stage each purchase
would be scanned. Downstream manufacturers can choose from whom they take raw or
material for further processing, as far as content of chemistry they can afford.
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The final link of system would be client. Using appropriate application, he could scan code,
Internet connection would have access to information about composition, place of
manufacture, additives, company that manufactured product, a farmer who supplied raw
materials (modified or not). He would know what he pays for, what he eats, how much
chemistry does the product contain.

Fig. 2. Electronic Information System of Food — model

Source: own.
Domestic and foreign Government (Ministry of Domestic and
institutions @ / foreign clients
[ Electronic Information System of Food (EISOF) ]

A

Regional Food Information System

Farmer

Seed Centra|sﬁw -

Sales points of
fertilizers and plant
protection products

Veterinary clinics Processors, manufacturers

All this information should be collected in one network per country - so that producers
(processing plants, butchers etc.) can choose the farmer from whom they wish to buy (they
were guided by information about animal diseases or plant fertilization, would have access to
information about place with comes raw material, how he was made or that he contained
GMOs).

The control unit would have information about farmer and producer - information about what
was purchased, when, if it was possible to produce a registered quantity of raw material
amount of product intended for sale. If material studied by the institution would include
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measures that weren’t included by manufacturer of the system, or concentration would be too
high (deliberate fraud), then it is possible to punish the manufacturer in different forms (a
monetary penalty, suspend the sale or production), send a check to further testing of
production (manufactured products) and stop further sales, if results would extend wrong.
Access to this information would also have the government suitable ministry. This
information would be useful in food sales abroad - other governments would have access to it
and would choose products suitable for further processing. Country purchaser or manufacturer
from another country would define acceptable range of applied fertilizers, antibiotics, etc. The
less chemical additives, products would be more expensive.

The Union has problems with the sale of food to other countries that call quality of products
into question, talk about their harmfulness, diseases, fertilizers etc. It's hard to defend against
such accusations, or lead to criminal liability - a word against word. With such a system, there
could be quick way to convince malice buyers who falsely reject purchase with their invented
strange reasons (embargo - Russia). The Union and individual countries wouldn’t have to
unnecessarily pay extra subsidies to farmers for losses caused by embargo.

5. SYSTEM BENEFITS

The proposed system will provide specific information for all interested groups and informed
about what is happening with food at the various stages of its production.
Thanks to interested, individuals are informed of farmer - how much production he sold, at
what price; if he didn’t sell - what happened to the production - at this stage can be ruled out
defective seed, feeding of animals broken, outdated or too fertilized production (cereals,
potatoes). Also, manufacturer would have to watch, given composition and origin of
ingredients used to produce food, which would prevent occurrence of scandals habits.
Moreover, the system provides information on origin of product and its composition, prevents
fraud involving sale of products sold as organic as "health food"; to exclude fraud selling
multiple products, eg. green - you may find that farmer has to buy food from another farm
(there is no production capacity, element destroyed sowing or crops) and sold as their own to
earn on it (can be seen in system, he sold two times more yield than he can gather).
The system is able to check at each production stage.

6. DISADVANTAGES OF THE SYSTEM

The problem with what will have to face at the beginning of introduction of the system will
cover food that can’t be sold at any of the stages because it doesn’t meet the defined criteria.
What to do with it?

The second problem is cost of building the system. The cost of building the system can be
reduced by applying for funds from the EU funds. Another problem is the reluctance of
farmers, manufacturers and inspection bodies. Farmer or producer explains that there is no
time to enter information into the program, but State as an institution may require such
involvement from farmer. State sells agricultural products abroad, looking for markets,
subsidizes agricultural production, EU subsidies paid to farmer. It may be a condition forcing
farmer to enter the digital age. The range of activities - the system is extensive and requires
introduction. You should start by designation of units (institution) in respective regions and
make changes locally, at a later stage to go to the national system, which spans farmers,
growers, producers, controllers and clients. The units of introducing such systems should be
food producers' association or associations clusters giving them opportunities and control
powers. Such associations could affect confirmation of the quality of food, strengthening the
image of manufacturers, helping farmers and creation and maintenance of a market.
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7. CONCLUSION

Article discussed the problems associated with the food market - showed problems of
producers who, if they get a positive financial result are looking for cheaper labor, cheaper
raw materials, cheaper suppliers. Lack of control over raw materials, cheaper components,
desire to make a profit affects with an appearance of unfair market suppliers, chemists, food
technologists and manufacturers. Nowadays, it is difficult to verify quality of product, place
of origin, method of production, which is why we often have to deal with food scandals.

A computer system becomes a way to verify production of food at every stage of formation
and monitoring, individual collecting and releasing the information about food production in
the country and abroad. The system allows to solve problems associated with production and
sale of food and quality products.
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ABSTRACT

The paper studies the interdependence of the economy size and foreign direct investments
(FDI) in the transitional economies of Central, Southeastern and Eastern Europe. In the
global capitalist economy, foreign direct investments (FDI) represent one of the key
determinants of economic growth. Among some transitional economies, in the last 20 years,
FDI represented one of factors that increased the economic growth, and in other transitional
economies, the influence of FDI was minor or even negligible. In the literature devoted to the
influence of FDI on economies, the research about the determinants of geographical pattern
of FDI distribution usually focuses on the factors that determine why some states manage to
draw FDI in higher levels than some other states. Our research focused on the transitional
economies of Central, Southeastern and Eastern Europe, which were for the most part of the
last 20 years net receivers of the FDI. Only a couple of these countries in the years of the
current economic crisis have experienced FDI net outflow. Among the states studied, we have
equally studied the EU members, as well as the non-EU members. We have tried to find
similarities and differences between these two groups of states in order to determine the
influence of EU membership on FDI per capita and how it correlates with the size of the
state’s economy. We have also tried to answer the question of how much the GDP growth rate
correlates to the FDI net inflow share in GDP for EU and non-EU members. The
methodology is based on the statistical correlation between FDI in current US dollars and
GDP per capita in current US dollars (World Bank data) for each represented state, through
the surveyed period from 1994 until 2013. The statistical correlation matrix (Pearson method)
determined whether any correlation between the average GDP growth rate (chain index) and
the average share of FDI in GDP per each state exists for each state surveyed.

Keywords: foreign direct investment (FDI), gross-domestic product (GDP), the European
Union, transitional economies, Central, Southeastern and Eastern Europe.

1. INTRODUCTION

The relationship between foreign direct investment (FDI) and economic growth is a well-
studied subject in the development economics literature, both theoretically and empirically.
The interest in the subject has also grown out of the substantial increase in FDI flow that
started in the late 1990°s, and led to a wave of research regarding its determinants. Most of the
research that studies FDI deals with the relationship between FDI and economic growth. In
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addition, a significant part of the research studies the determinants of FDI: economic, political
and geographical. The importance of FDI in contemporary economies is well known. FDI is
seen as an important element in the solution to the problem of scarce local capital and overall
low productivity in many developing countries (DeMello, 1999).

With the inclusion of FDI in the model of economic growth, traditional growth theories
confine the possible impact of FDI to the short-run level of income, when actually recent
research has increasingly uncovered an endogenous long-run role of FDI in economic growth
determination (DeMello, 1997). According to the neo-classical models, FDI can only affect
growth in the short run because of diminishing returns of capital in the end. In contrast with
the conventional neo-classical model, which postulates that long run growth can only happen
from both the exogenous labor force growth and technological progress, the rise of
endogenous growth models (Barrow and Sala-i-Martin, 1995) made it possible to model FDI
as promoting economic growth even in the end through the permanent knowledge transfer that
accompanies FDI.

Therefore, the importance of studying FDI has increased. Contrary to the claims that FDI
boosts economic growth, Carkovic and Levine (2002) and Akinlo (2004) show that private
FDI do not have significant influence on the economic growth of a state. However, the tests
present in the literature about the FDI usually take into account heterogeneous groups of
countries, thereby ignoring the differences that exist among these countries because of their
different geographical location, tradition, and culture, as well as the trade opportunities and
flows that influence the economic growth and thereby the FDI. Haufler and Wooton have
studied the relation between the FDI and the tax competition, as well as the relation between
the FDI and country size.

They have focused on foreign direct investment in a region in which population is
asymmetrically distributed between countries and there are some remaining barriers to intra-
regional trade, although these are lower than on trade with countries outside the region.
Empirical work has shown that both the market size and the effective tax rate on capital are
important factors in influencing multinational firms’ choices of countries in which to invest.
Among other findings, they have shown that “if countries differ only in population size, then
we would expect that it is again the largest market which attracts the firm. However, the
optimal tariff or consumption tax of the largest country will now depend on its relative size
vis-a-vis all other countries. Furthermore, the size of the second largest country will be critical
in determining which offer the biggest country has to beat.

Essentially, the equilibrium profit tax that the largest country can extract from the firm will
then depend on its market size advantage over the next largest competitor” (Haufler, Wooton,
1999). In the 1990’s, studies of FDI in emerging markets have put particular stress on
indicators of economic and political risk (see Lucas, 1993; Jun and Singh, 1996). This
comprised three main elements: macro-economic stability, e.g. growth, inflation, exchange
rate risk; institutional stability such as policies towards FDI, tax regimes, the transparency of
legal regulations and the scale of corruption; and political stability, ranging from indicators of
political freedom to measures of surveillance and revolutions (Dunning, 2004: 8). In the same
paper, Dunning (2004: 4) recognizes other principal economic determinants of market seeking
motives of transnational corporations (TNCs) to invest via FDI in the host states'’: market
size and per capita income, market growth, access to regional and global market, country

7 The other principal types of motives of transnational corporations (TNCs) for FDI, according to Dunning, are
resource seeking, efficiency seeking, and asset seeking motives.
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specific consumer preferences, and structure of markets. Market size or size of the economy
at the present moment is usually determined by the total GDP of the economy. Estrin and
Uvalic (2013) have explored the determination of foreign direct investment (FDI) into the
Balkan transition economies (Albania, Bosnia and Herzegovina, Bulgaria, Croatia,
Macedonia, Montenegro, Romania and Serbia'®).

Detailed FDI inflows to Southeast Europe (SEE) are analyzed to determine the main
differences in the volume, timing and sectoral structure of FDI within the region and in
comparison to the Central East European countries. They have concluded that even when
negative effects, such as the size of their economy, distance, institutional quality and
prospects of EU membership were taken into account, Western Balkan countries receive less
FDI. FDI to the Balkans were driven by geographical and institutional factors, similarly to
other transition economies, but there is evidence of a significant negative regional effect™.

Regarding the openness of the economy and connections of the member states’ economies
that have passed through transition with the other EU member states’ economies (EU-15) it is
important to acknowledge that the EU operates a trade regime designed to afford some
protection to EU incumbents from third party import competition. An important aspect of
trade linkages is involvement or potential involvement in free trade agreements, customs
union and supra-national economic structures, such as the European Union.

Third party countries may invest into such regions to avoid tariffs on exports, while the
enhanced growth and trade from the economies of scale of integration provide a demand
stimulant to FDI (Dunning, 2004: 8-9). The privatization process has created a specific asset
seeking explanation for FDI in transition (Estrin, Hanousek, Kocenda, Svejnar, 2009). Thus,
for most transition economies, the process of privatization has formed a distinct motivation
for FDI. Western multinationals were attracted to enter reforming economies during
privatization programs by making acquisitions because prices are relatively low and because
of highly favorable tax policies or even subsidies associated with the privatization (Estrin,
Uvalic, 2013: 27-28).

2. METHODOLOGY

In the literature devoted to the influence of FDI on economies, the research about the
determinants of geographical pattern of FDI distribution usually focuses on the factors that
determine why some states manage to draw FDI in higher levels than some other states.
However, not many studies deal with the sheer size of the economy as a determinant why
some states (i.e. their economies) are more attractive to the FDI than others when it comes to
the size of the economy itself. Therefore, this paper studies the influence of the economy size
on foreign direct investments (FDI) in transitional economies of Central and Eastern
European states. In the global capitalist economy, foreign direct investments (FDI) represent

'8 In the paper, the mentioned EU and non-EU member states were not studied as two separate entities. The main
parameter was the geographical position of a particular country (Balkan i.e. South-East European vs. Central
European countries). Nevertheless, the research of Estrin and Uvalic did not include other European transitional,
non-EU economies, such as Belarus, Moldova, and Ukraine.

19 Brada, Kutan and Yigit (2006) examine the effects of transition and of political instability on FDI flows to the
transition economies of Central Europe, the Baltics and the Balkans. In their specifications, they relate FDI
inflows to a country’s economic characteristics. The results show that FDI flows to transition economies
unaffected by conflict and political instability exceed those that would be expected for comparable West
European countries. In the case of Balkan countries, conflict and instability reduced FDI inflows below what one
would expect for comparable West European countries and reform and stabilization failures further reduced FDI
to the region.
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one of the key determinants of economic growth. In the transitional economies, in the last
quarter of the century, FDI represented one of the factors that increased the economic growth.
Among the states studied, we have equally studied the EU members from Central and Eastern
Europe, as well as the non-EU members.

We have also tried to answer the question of how much the GDP growth rate correlates to the
FDI net inflow share in GDP for EU and non-EU states. Therefore, we have studied the
relationship between the FDI (net inflows, BoP, current US$)? and FDI growth rate for a
period of 20 years (1994-2013) along with the size of the state’s economy, measured by total
GDP (current US$)** and GDP growth rate. The linkage between FDI and GDP was
determined by correlating the average GDP growth rate with the average share of FDI in GDP
per each state.

The methodology is based on the statistical correlation between FDI in current US dollars and
GDP per capita in current US dollars (World Bank data) for each represented state, through
the surveyed period from 1994 until 2013. The statistical correlation matrix (Pearson method)
determined whether any correlation between the average GDP growth rate (chain index) and
the average share of FDI in GDP per each state exists for each state surveyed. It must be
mentioned that this research has unavoidable limitations in the surveyed period of years. Less
than 35 years were surveyed because there is not enough historical data.

In addition, Bosnia-Herzegovina, Kosovo and Montenegro have insufficient data. Finally, the
research results provided in this paper do not show any cause-consequence relation between
FDI and GDP growth. Any conclusion like that would be false, for example if one wants to
conclude that FDI affects the growth of GDP. A statement like that cannot be concluded
because far more variables would have to be considered first.

20 Foreign direct investment are the net inflows of investment to acquire a lasting management interest (10
percent or more of voting stock) in an enterprise operating in an economy other than that of the investor. It is the
sum of equity capital, reinvestment of earnings, other long-term capital, and short-term capital as shown in the
balance of payments. This series shows net inflows (new investment inflows less disinvestment) in the reporting
economy from foreign investors. Data are in current U.S. dollars.
http://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD

21 GDP at purchaser's prices is the sum of gross value added by all resident producers in the economy plus any
product taxes and minus any subsidies not included in the value of the products. It is calculated without making
deductions for depreciation of fabricated assets or for depletion and degradation of natural resources. Data are in
curhttp://data.worldbank.org/indicator/NY.GDP.MKTP.CD/countriesrent U.S. dollars. Dollar figures for GDP
are converted from domestic currencies using single year official exchange rates. For a few countries where the
official exchange rate does not reflect the rate effectively applied to actual foreign exchange transactions, an
alternative conversion factor is used.

http://data.worldbank.org/indicator/NY.GDP.MKTP.CD/countries
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3. RESULTS

Table 1. The GDP growth rate (chain index principle) in Central, Southeastern and Eastern
European EU and non-EU member states (original data in current US$) 1994-2003

State 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Bulgaria X 35% -32% 13% 30% 1% -2% 7% 15% 29%
Croatia X 51% 6% 1% 7% -8% -1% 7% 15% 29%
Czech Republic X 26% 12% -8% 7% -3% -5% 9% 22% 22%
Estonia X 9% 9% % 11% 2% -1% 10% 17% 34%
Hungary X 8% 1% 1% 3% 1% -4% 14% 26% 26%
Latvia X 3% % 10% 8% 10% % 6% 12% 20%
Lithuania X 14% 7% 20% 11% -3% 4% 6% 16% 31%
Poland X 28% 13% 0% 10% -3% 2% 11% 4% 9%
Romania X 18% 0% 0% 19% -15% 5% 9% 13% 29%
Slovakia X 28% 8% -1% 8% 2% -4% 6% 14% 32%
Slovenia X 46% 1% -3% 6% 3% -55% 105% 13% 26%
Albania X 22% 24% -27% 24% 26% 7% 11% 9% 27%
Bosnia-Herzegovina | x 49% 49% 32% 12% 14% 18% 4% 16% 26%
Kosovo 3% % 24%
Macedonia X 32% -1% -16% -4% 3% -2% -4% 10% 25%
Montenegro 18% 11% 33%
Serbia X -24% 9% -66% 87% 33% 29%
Belarus X -6% 6% -4% 8% -20% 5% -3% 18% 22%
Moldova X 3% -3% 14% -15% -29% 10% 15% 12% 19%
Ukraine X -8% -8% 13% -16% -25% -1% 22% 12% 18%

Source: Authors’ calculation based on World Bank data

Table 2. The GDP growth rate (chain index principle) in Central, Southeastern and Eastern
European EU and non-EU member states (original data in current US$) 2004-2013

State 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Bulgaria 22% 14% 15% 27% 23% -6% -2% 12% -4% 3%
Croatia 20% 9% 11% 19% 17% -11% -5% 4% -9% 2%

Czech Republic 20% 14% 14% 22% 25% -13% 1% 9% -9% 1%
Estonia 22% 16% 21% 31% 8% -18% -2% 18% -1% 9%
Hungary 22% 8% 2% 21% 13% -18% 1% 8% -9% 4%
Latvia 23% 17% 24% 44% 17% -23% -1% 19% 0% 9%
Lithuania 22% 15% 16% 30% 21% -22% -1% 17% -2% 8%
Poland 17% 20% 12% 24% 24% -19% 9% 10% -5% 6%
Romania 27% 31% 24% 39% 20% -20% 0% 11% -1% 12%
Slovakia 22% 9% 13% 22% 16% -11% 0% 10% -5% 5%
Slovenia 16% 6% 9% 22% 15% -10% -4% 7% -10% 3%
Albania 32% 12% 9% 17% 20% -6% -1% 8% -4% 5%
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Bosnia-Herzegovina 20% 9% 13% 23% 21% -8% -2% 9% -8% 6%
Kosovo 8% 3% 5% 21% 22% -3% 2% 16% -3% 8%
Macedonia 16% 9% 10% 24% 21% -5% 0% 11% -8% 7%
Montenegro 21% 9% 19% 36% 24% -8% -1% 9% -10% 9%
Serbia 21% 7% 16% 33% 23% -16% -8% 18% -13% 12%
Belarus 30% 31% 22% 22% 34% -19% 12% 8% 6% 13%
Moldova 31% 15% 14% 29% 38% -10% 7% 21% 4% 9%
Ukraine 29% 33% 25% 32% 26% | -35% 16% 20% 8% 0%
Source: Authors’ calculation based on World Bank data
Table 3. The share of FDI in GDP in Central, Southeastern and Eastern European EU and
non-EU member states (original data in current US$) 1994-2003
State 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Bulgaria 1.1% 0.7% 1.2% 5.0% 4.1% 6.2% 7.8% 5.9% 5.7% 10.1%
Croatia 0.8% 0.5% 2.1% 2.3% 3.7% 6.3% 5.2% 6.9% 4.1% 6.0%
Czech Republic 1.9% 4.4% 2.2% 2.2% 5.8% 10.2% 8.5% 8.8% 10.8% 2.1%
Estonia 5.4% 4.6% 3.2% 5.3% 10.4% 5.3% 6.8% 8.7% 3.9% 9.3%
Hungary 2.7% 10.5% 7.2% 8.9% 7.0% 6.9% 6.0% 7.5% 4.5% 2.6%
Latvia 4.2% 3.4% 6.8% 8.5% 5.4% 4.8% 5.3% 1.6% 2.7% 2.7%
Lithuania 0.4% 0.9% 1.8% 3.5% 8.2% 4.4% 3.3% 3.7% 5.0% 1.0%
Poland 1.7% 2.6% 2.9% 3.1% 3.7% 4.3% 5.5% 3.0% 2.1% 2.1%
Romania 1.1% 1.2% 0.1% 3.4% 4.8% 2.9% 2.8% 2.9% 2.5% 3.1%
Slovakia 1.4% 0.9% 1.3% 0.6% 1.9% 1.2% 7.1% n/a 11.8% 1.2%
Slovenia 0.8% 0.7% 0.8% 1.6% 1.0% 0.5% 1.4% 2.5% 7.2% 1.0%
Albania 2.7% 2.9% 3.0% 2.2% 1.7% 1.2% 3.9% 5.1% 3.0% 3.1%
Bosnia-Herzegovina n/a n/a n/a n/a n/a n/a 2.7% 2.1% 4.0% 4.6%
Kosovo nla n/a nla nla n/a nla nla nla n/a nla
Macedonia 0.7% 0.2% 0.3% 0.4% 4.2% 2.4% 6.0% 13.0% 2.8% 2.5%
Montenegro nla n/a nla nla n/a nla nla nla n/a nla
Serbia nla n/a nla 3.5% 0.7% 0.6% 0.9% 1.6% 3.8% 7.2%
Belarus 0.1% 0.1% 0.7% 2.5% 1.3% 3.7% 0.9% 0.8% 1.7% 1.0%
Moldova 0.7% 1.5% 1.4% 4.1% 4.6% 3.2% 9.9% 3.7% 5.1% 3.7%
Ukraine 0.3% 0.6% 1.2% 1.2% 1.8% 1.6% 1.9% 2.1% 1.6% 2.8%
Source: Authors’ calculation based on World Bank data
Table 4. The share of FDI in GDP in Central, Southeastern and Eastern European EU and
non-EU member states (original data in current US$) 2004-2013
State 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Bulgaria 10.5% 14.2% 23.7% 32.9% 19.9% 8.0% 3.9% 4.0% 3.1% 3.6%
Croatia 2.6% 4.0% 6.5% 8.3% 8.4% 5.5% 1.4% 2.0% 2.4% 1.0%
Czech Republic 4.4% 8.9% 3.7% 5.9% 2.9% 1.5% 3.1% 1.0% 4.1% 2.5%
Estonia 8.0% 22.5% 13.2% 15.6% 7.9% 9.6% 10.8% 2.3% 7.4% 3.7%
Hungary 4.2% 7.7% 16.6% 51.9% 48.6% -2.3% -16.4% 7.6% 7.8% -0.6%
Latvia 4.6% 5.1% 8.5% 9.4% 4.3% -0.2% 1.8% 5.3% 3.8% 2.8%
Lithuania 3.4% 4.6% 6.8% 5.9% 4.0% 0.1% 2.4% 3.3% 1.4% 1.6%
Poland 5.0% 3.6% 6.3% 6.0% 2.8% 3.3% 3.6% 3.4% 1.4% -0.9%
Romania 8.5% 6.9% 9.3% 6.0% 6.8% 3.0% 1.9% 1.4% 1.6% 2.0%
Slovakia 5.4% 4.9% 5.9% 4.6% 4.2% 1.8% 2.4% 3.8% 1.7% 2.2%
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Slovenia 2.5% 2.7% 1.8% 4.0% 3.3% -0.7% 1.3% 1.6% -0.5% -0.9%
Albania 4.6% 3.1% 3.6% 6.1% 9.6% 11.2% 9.1% 8.1% 7.5% 11.5%
Bosnia-Herzegovina 7.1% 5.7% 6.8% 11.8% 5.4% 0.8% 2.6% 2.6% 2.1% 1.8%
Kosovo n/a 3.6% 9.4% 12.7% 9.3% 7.3% 8.5% 8.2% 4.5% 4.9%
Macedonia 5.9% 2.4% 6.5% 9.0% 6.2% 2.8% 3.2% 4.8% 3.0% 3.7%
Montenegro n/a n/a n/a 25.5% 21.5% 37.3% 18.4% 12.4% 15.3% 10.1%
Serbia 4.3% 8.1% 17.0% 8.8% 6.3% 4.8% 3.6% 6.2% 0.9% 3.2%
Belarus 0.7% 1.0% 1.0% 4.0% 3.6% 3.8% 2.5% 6.7% 2.3% 3.1%
Moldova 3.4% 6.4% 7.6% 12.2% 12.0% 2.5% 3.5% 3.9% 2.5% 3.2%
Ukraine 2.6% 9.1% 5.2% 7.1% 5.9% 4.1% 4.7% 4.4% 4.4% 2.1%

Source: Authors’ calculation based on World Bank data

Table 5. The average share of FDI in GDP and the average GDP growth rate in Central,
Southeastern and Eastern European EU and non-EU member states

Average share
State of FDI in %’fg@%ﬁ (r;a[tf
GDP
Bulgaria 8.6% 11%
Croatia 4.0% 8%
Czech Republic 4.7% 9%
Estonia 8.2% 11%
Hungary 9.4% 7%
Latvia 4.5% 11%
Lithuania 3.3% 11%
Poland 3.3% 9%
Romania 3.6% 11%
Slovakia 3.4% 9%
Slovenia 1.6% 10%
non-EU:
Albania 5.2% 11%
Bosnia-Herzegovina 4.3% 16%
Kosovo 7.6% 11%
Macedonia 4.0% 7%
Montenegro 20.1% 13%
Serbia 4.8% 10%
Belarus 2.1% 10%
Moldova 4.7% 10%
Ukraine 3.2% 9%

Source: Authors’ calculation based on World Bank data (original data in current US$)

Research base-points:

Research Hypothesis No.1: On average, a positive correlation between the average share of
FDI in GDP and the average GDP growth rate exists among EU member states.

Research Hypothesis No. 2: Non-EU states have, on average, a stronger correlation between
the average share of FDI in GDP and the average GDP growth rate than EU states.

The NULL Hypothesis: the average share of FDI in GDP and the average GDP growth rate
are unrelated among all surveyed states.
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Research results:

The research results (Table 6.) show that HYPOTHESIS No.1 and HYPOTHESIS No.2 can
be rejected, which means that there is no significant correlation in any of the presented base-
points. There is no statistical evidence that, on average, the GDP growth correlates to the FDI
share in the GDP for the surveyed states, both EU and non-EU. The statistical error (p-value)
is large, although, all things considered, there seems to be stronger correlation among non-EU
states in the presented base-points than among EU member states.

Table 6. The average share of FDI in the GDP / GDP growth rate correlation between three
groups of countries:

Pearson Correlation value (r) between the NULL Hypothesis at
Countries average GDP growth rate and the average P-value P=0.05:
share of FDI in GDP T
all: EU and 0.253 0.282 Confirmed
non-EU states
EU states -0.29980 0.370 Confirmed
non-EU states 0.39501 0.298 Confirmed

Source: Authors’ research and calculation based on World Bank data, FDI and GDP p/c in current US$

4. DISCUSSION AND CONCLUSION

South-East European countries are following a two-pronged strategy. They have been
upgrading their institutions and investment policies to bring them in line with EU standards.
Investment policy is one of the most advanced dimensions of policy reform in South-East
Europe. All countries have created a liberal regime to attract FDI, providing equal treatment
of foreign and domestic investors (national treatment), guarantees against expropriation and
the free transfer of funds. South-East European countries have joined regional agreements
such as CEFTA, which opened to most of these countries in 2006 (with the exception of
Croatia, which had joined in 2003%%). This agreement, which contains an important investment
chapter, represents a significant accomplishment along the path to EU accession and an
important stepping-stone to sustainable long-term growth. In the 1990°s, a series of security
shocks created a region that was averting investments rather than attracting them. Following
the stagnation of FDI as a share of GDP in 2002—-2005, FDI flows increased steeply until the
global financial crisis hit the main investing countries in 2007 (UNCTAD, 2013: 16).
However, their FDI inflows are still rather low.

Clear differences exist in the level of FDI in the member states of the EU and the non-member
states of the EU from the Western Balkans and Eastern Europe. These differences are the
indicators that point to a conclusion that the openness of the economy, and the longevity of
the period spent in an economic integration such as the EU, crucially influenced the level of
FDI net inflows for each particular state studied.

The differences between the countries of Central Europe on the one hand and of Southeastern
and Eastern Europe on the other, can also “invite critical engagement on the experience of
pan-European integration” as Smith has recognized (Smith, 2002: 650) and pointed that such
renderings raise the same concerns of Todorova (1997) over Western treatments of the
Balkans, as Europe’s ‘others’. East and Central Europe become a ‘gateway’, in Cohen’s
terms, to ‘the East’”®. In this way the ‘gateway’—or what Todorova has identified as the

22 Croatia had to leave CEFTA in 2013, when it joined the European Union (author's remark).

83, B. Cohen in 1991 wrote: “The question might be raised as to whether East and Central Europe might not
revert to a Shatterbelt rather than become the Gateway region that has been posited. This is doubtful. The
European Community and the Soviet Union would find competition over the region to be counterproductive.
Maritime Europe’s concerns are Soviet military power. The USSR needs West European economic help. These
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discursive construction of ‘Central Europe’ as different from ‘the East’ and ‘the Balkans’—
becomes ‘an expedient argument in the drive for entry into the European institutional
framework’ (Todorova, 1997: 159-160). Whether the main reason was the simple geographic
position of the Central European post-communist states, or the wars in the Balkans and the
influence of Russia in the former Soviet Union Republics (except the Baltic states), or maybe
the imagined perspective of the Central Eurogean gateway as an alternative to “the Balkan
chaos”, as Todorova already pointed in 1997, a clear political will and a perspective was
given to the Central European post-communist states (the Visegrad Group states). That has
affected the pre-accession processes to the European integration of these states. Slovenia and
the Baltic states followed.

This was the main reason why the states from Central Europe, eight of them, which joined the
EU (and NATO, as guarantor of security) in 2004 and started their accession negotiations
with the EU in the second half of the 1990’s, have shown the best results in drawing the FDI
inflows.

The second factor that has strongly influenced the level of FDI is of course the economic
crisis that has hit the European states hard. Nevertheless, very significant differences among
the states of the different regions or even among some states from the same region of Europe
(for example Central Europe) exist when it comes to coping with the crisis and the speed of
economic recovery. Since 2009, the economic crisis has dramatically reduced the levels of
FDI net inflows in the studied EU member states, and most of them have in 2013 experienced
levels of FDI net inflows per capita that were comparable with the FDI net inflows in the
states of Southeastern and Eastern Europe.
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ABSTRACT

Malnutrition in children younger than five years old is responsible for approximately one-fifth
of deaths and disability-adjustment globally. In about two dozens countries, including
Cambodia, at least 40% of these children are moderately or severely stunted. Child health,
or lack of it, as reflected in stunting, underweight, wasting, and low Body Mass Index (BMI),
is mostly the result of malnutrition, which continues to be one of the biggest challenges in
socioeconomic development. Maternal and child malnutrition is the primary underlying
cause of 3.5 million deaths globally, and notably affecting children under five years old in
developing countries. For almost half a century, Cambodia suffered through a series of
foreign occupation, civil wars, political instability, and genocide. As a result, socioeconomic
development of Cambodia has been facing many challenges, and the population has suffered
from a deteriorated state of health and well-being, especially among women and children. By
the late 1980s Cambodia recorded some of the worst health indicators in the world with a
high infant mortality rate (IMR) of 131 and a high maternal mortality ratio (MMR) of 440.
Since then, gradual progress has been made, and by 2010, IMR stood at 34 and MMR at 250.
Health services were scattered geographically over Cambodia as the country began to return
to relative stability. These services were available first in urban areas and some refugee
camps; however rural areas and infighting areas remained critically underserved. This paper
briefly reviews the current status of child health and malnutrition in the developing world and
in details for Cambodia. In addition, using the 2010 Cambodia Demographic and Health
Surveys, this paper demonstrates significant associations between child health and selected
socioeconomic indicators reaffirming the importance of economic and social development in
the advancement of child health.

Keywords: Cambodia, Child Health, Malnutrition, Socioeconomic Development

1. INTRODUCTION

Geographically 80% of children suffering from malnutrition live in just 20 countries, and of
these, almost half are located in sub-Saharan Africa (Olusanya et al., 2010). Weight, height,
and age form a good composite indicator of how healthy children are in the developing world.
The following terms describe the characteristics of children displaying various aspects of
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malnutrition: (1) stunting - low height for age, (2) wasting — low weight for height, and (3)
underweight — low weight for age. Stunting is considered an indication of chronic
malnutrition, wasting indicates acute malnutrition, and underweight is an indicator of both
chronic and acute malnutrition (Marriott et al., 2010). Globally, it was estimated that about
161 million or 25% of the children under five were stunted in 2013 (UNICEF-WHO-The
World Bank, 2013). This represented a marked improvement when 33% of children of these
ages were stunted just 13 years earlier in 2000. Geographically, about half of these stunted
children lived in Asia and over one third in Africa. Similar geographic distributions were also
found among wasting and underweight. In 2013, globally 99 million children under five were
underweight; two out of three of these children lived in Asia and Africa. In 23 years from
1990 to 2013, the proportion of underweight children of these ages declined from 25% to
15%. In 2013 the global prevalence of wasting was 8% for children under five (about 51
million), and almost all of them lived in Asia (2/3) and Africa (1/3). It is predicted that
stunting, wasting, and underweight will continue to decrease within the next decade, yet
evidence shows that global estimates are not necessarily good predictors at regional levels
(Amugsi et al., 2013). For example, there are significant spatial disparities among countries
in the region of Southeast Asia. Although both categorized as “developing countries,”
Cambodia has a significant higher prevalence of stunting, wasting, and underweight (40%,
11%, 28%) compared to Thailand (16%, 5%, 7%).” 1t is observed that a mother’s role is
important in a child’s nutritional status, therefore socioeconomic and demographic
characteristics of the mother, such as age, education level, occupation, income, geographic
location, number of children, and marital status are frequently included in studies of child
health and malnutrition. For this paper, the objective is three-fold. First, it reviews some case
studies of child health and malnutrition in the developing world, specifically in Africa and
Asia. Then the focus of the review turns to Cambodia in particular. The last part of the paper
examines some relationships among child health, malnutrition, and socioeconomic
development in Cambodia using data from the 2010 Cambodia Demographic and Health
Surveys.

2. CHILD HEALTH IN DEVELOPING COUNTRIES AND CAMBODIA

The following review of literature attempts to provide a broad perspective of the various
factors that can play significant roles in child health and malnutrition in the developing world
including a special focus upon Cambodia with its own unique geographic and historical
circumstances.

2.1. Child Health in Selected African and Asian Countries

To examine factors influencing chronic undernutrition in children under five years old in
Egypt, Mazumdar (2012) used household survey data and applied hierarchical modeling.
Beyond the obvious factor of availability, or lack, of grain staples, the author also includes
other possible indicators such as lack of health care services, nutritional status, cultural
practices, and gender disparities. Specifically using data obtained from the Egyptian
Demographic and Health Survey, Mazumdar (2012) determined that there was a high level of
chronic malnutrition among Egyptian children. Among children under five, 29% were
stunted, and a more modest 5-10% displayed wasting. The outcomes of the study showed a
relationship to socioeconomic differentials and regional variations. Results indicated that
neighborhood effects were considerably influential upon a household’s nutritional decisions,
and notably children in rural areas (Lower Egypt) were more vulnerable to malnutrition than
children in urban areas. Interestingly, no significant correlations were found between

2 Cambodian estimates were for 2010 (UNICEF, 2012a), and Thai estimates were for 2006 (UNICEF, 2012b).
Both are the latest estimates.
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malnutrition and mother’s educational level, women’s decision-making power within the
household, or the economic status of a household. To determine prevalence, pattern, and risk
factors associated with malnutrition occurring in infants from birth to three months old with a
sample of 5888 full term infants in Nigeria, a cross-sectional study was conducted by
Olusanya et al. (2010). Information and data were gathered at the time infants were brought
in for immunizations, with outcomes showing 30.8% stunted, 10.0% wasted, and 13.8%
underweight.  Although this study group was almost exclusively breast-fed (99.4%), a
substantial number of these births occurred in non-hospital settings (51%), defined as
occurring at family homes, herbal or traditional maternity homes, and church-run facilities.
The mother’s age, multiple pregnancies, and the baby’s gender were associated to
malnutrition, as well as maternal education, ownership/type of residence, parity, prenatal care,
place of delivery and hyperbilirubinaemia as predictors of underweight, stunting, and wasting.
Also noted as a significant contributor to malnutrition is intrauterine growth restriction.
Olusanya et al. (2010) concluded that it is vital to have intervention during early infancy as
malnutrition is highly prevalent in resource-poor countries. It was also suggested that routine
immunization clinics offer an effective point of early detection and intervention. Due to the
lack of information at a regional or district level on childhood malnutrition in Ghana, Amugsi
et al. (2013) conducted an analysis based on data obtained from the Ghana Demographic and
Health Surveys for the years 1993, 1998, 2003, and 2008. The results of the analysis present
regional patterns and trends of malnutrition in children under three years old. The
demographic and socioeconomic variables used in this study were age and sex of children,
mother’s educational level, urban/rural residence, region of residence, and Wealth Index.
Conclusions of the study showed that although national level analysis shows a decline in
childhood malnutrition in Ghana, the improvement was not the same geographically.
Consistently children living in rural areas suffered higher rates of stunting and underweight
than those in urban areas, even after controlling for poverty level. This implies poorer general
living conditions and limited access to public health facilitates. Furthermore, mothers who
had suffered from malnutrition when they were children increasing the likelihood that they
would give birth to underweight infants. Interestingly, trends for stunting decreased
significantly in recent years for children whose mothers were not educated. Preterm births are
often negatively associated with child health, especially in the developing countries. A cross-
sectional study of all live births from May 2005 to 2007 in an inner city hospital in Lagos,
Nigeria was conducted by Olusanya & Ofovwe (2010) to determine the prevalence of low
birth weight infants and risk factors for preterm births. Since the data were collected in an
inner city hospital, the study incorporated neighborhood context which is limited in existing
literature.  Notably most studies have focused upon maternal health status without
consideration of the potential impacts of neighborhoods. Their findings confirmed the
association between poverty and poor outcomes for full term delivery. These are attributed to
such factors as lack of good nutrition and especially during pregnancy, high rate of specific
and non-specific infections, and birth complications. Additional findings of predictors of
preterm delivery and/or low birthweight included marital status, occupation, residential
accommodation with shared sanitation facilities, lack of prenatal care, absence of previous
cesarean section, hypertensive disorders, antepartum hemorrhage, gender, and intrauterine
growth restriction. The problem of preterm births in China is also a great concern of child
health, especially in the rural areas, where recent socioeconomic development in China is
making inroads, but much slower than in the urban areas. Conducting a case-controlled,
retrospective study in Beijing, China, Zhang et al. (2010) concluded that there were definite
geographic disparities for reduced risk of a preterm birth if living in a town or city. This is
likely due to the large gap in access to health care as well as an income gap between urban
and rural areas. Other noted environmental factors that could possibly indirectly affect
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maternal behavior were short inter-pregnancy intervals and access to prenatal care.
Unintended pregnancy, especially among younger mothers, often has lower access to prenatal
care. The outcomes often include preterm births, which is associated with stunting, wasting,
and underweight. A study investigating pregnancy intention by women utilizing data from
the Philippines Demographic and Health Surveys during 1998 and 2003 was conducted by
Chiao et al. (2012). While examining the impacts of unintended pregnancy on both maternal
and infant health, the authors also investigated the influences that community factors had
upon pregnancy decision making. Unintended pregnancy is often a major concern for poor
women, and especially for those living in the developing world. The concern is generally due
to the lack of sufficient nutrition, frequent illness and infections in children, increased
likelihood of abortion, and maternal death. Most studies focus upon a woman’s
characteristics such as age, income, and education; however this particular study examines the
effects of the community social capital and the adoption of social attitudes upon pregnancy
intention. Their findings reveal that the higher the education of the general community, the
lower the pregnancy intention. One surprising outcome was the relationship between a higher
proportion of Catholics and the women being significantly less likely to intend to become
pregnant. However, this result supported previous research conducted on Catholics in Spain
showing a likelihood that as a population experiences socioeconomic development, religiosity
decreased (Chiao et al., 2012). In India, malnutrition among children is not the only concern
of child health; indoor air pollution and HIV infection have been considered two of the major
challenges. Globally, an estimated 1.5 to 2.0 million deaths annually are caused by indoor air
pollution, and of these approximately one million are caused by acute lower respiratory tract
infections (ALRTI) in children under the age of five. In the developing world, especially
among the rural poor, the choice of fuels can be very limited. Burning biomass (e.g., wood,
crop residues, and animal dung) as fuel is common in the rural areas of developing countries
because other fuels (e.g. electricity, liquid petroleum gas or LPG, and kerosene) are not
available or very expensive. It was determined that burning biomass is the principle fuel of
more than two-fifths of the world’s households, causing high concentrations of pollution in
their homes. Bhat et al. (2012) concluded that there was significant correlation between use
of biomass fuels and ALRTI in children under five in India. However, the burning of LPG
produced much lower concentrations of pollutants in households, and the risk of ALRTI in
children in those households was lower. Because young children have immature respiratory
systems, and due to the greater amount of time spent with mothers indoors they are highly
susceptible to ALRTI. Other factors found to be associated with the prevalence of ALRTI
were exposure to adult smoking, low maternal educational levels, and low socioeconomic
status. The second major challenge mentioned above, HIV infections, has been a decades old
barrier of advancing child health in the developing world. Darak et al. (2012) concluded
through a systematic review of public health research that although significant progress has
been made in the prevention of mother to child transmission of HIV (reduced to less than 2%
globally), this is not the case in India. Transferring this knowledge and protocol of effective
non-antiretroviral treatment and prevention of transmission through breastfeeding is a major
challenge in developing countries, especially in India. It is estimated that globally 3.7 million
children were infected with HIV in 2009, and mostly in the developing countries. Given the
predominance and encouragement of breastfeeding, this remains to be an important
consideration in the discussion of child health and childhood malnutrition in the developing
nations.

2.2. Child Health in Cambodia

Comparing to developing countries in other regions (Africa, The Caribbean, Central America,
South America, and South Asia), Cambodia is one of the worst performing countries in
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regards to child health, especially in access to services. Using Demographic and Health
Surveys data for Bangladesh, Benin, Brazil, Cambodia, Eritrea, Haiti, Malawi, Nepal, and
Nicaragua, an analysis was conducted by Victora et al. (2005) on the percentage of children
under five years old that did not receive interventions for diseases that are preventable or that
are treatable. It was found that there were important inequities between different social
groups, and even within rural populations that had the appearance of being uniformly
impoverished. Children of the poorest families were consistently receiving less preventive
and curative interventions than children of wealthier families. Cambodian children faired
very poorly with the highest rate of children receiving zero interventions (13.3%), as
compared to Nicaraguan children (0.8%). W.ithin the poorest wealth quintile in Cambodia,
31% of Cambodian children received no preventative interventions and 17% of this quintile
received only one. Preventive interventions include health provisions and services such as
immunization, insecticide treated mosquito nets, micronutrient supplementation, nutrition
counseling (breastfeeding and complementary feeding), growth monitoring, and appropriate
newborn care. In general, febrile iliness among children can be caused by various reasons or
pathogens, known or unknown. However, it has been shown that in the developing nations
this is often related to a few determinants, namely, lack of immunization, untreated co-
morbidities, and late presentations (Chheng et al., 2013). In Southeast Asia, Cambodia has
one of the highest rates of mortality in children under five years old, 54 per 1000 live births.
Malnutrition among children five and under is also prevalent, estimated at 28%. Chheng et al.
(2013) included 1180 children in their study, and it was found that the prevalence of comorbid
undernutrition was 43.7%, and this condition doubled the child’s odds of mortality. Also both
comorbid heart disease and HIV infection greatly increase the likelihood of mortality among
children. In Cambodia malnutrition is considered the single most important risk factor of
infant deaths according to Marriott et al. (2010). For the first time in 1999, Cambodia
collected data for the Demographic and Health Surveys (DHS) and found high rates of
stunting (44.3%), wasting (15.0%), and underweight (45.3%) among children under five years
of age. According to the World Health Organization (WHQO) feeding guidance for breastfed
and non-breastfed children, Cambodia was found to be in low compliance in 1999. However,
by 2005 Cambodia data collected for the DHS showed improvement with reduced stunting
(37.3%), wasting (7.3%), and underweight (35.6%). The broad outcomes of several regression
models found that exclusive breastfeeding increased more than fivefold for the 0-5 months old
infants, and this was associated with the reduction of underweight in this group. However
male infants were at a higher risk of stunting and underweight than female infants. There was
also a significant association of greater relative wealth of families with improved growth
results. However, there continued to be a prevalence of stunting in the 18-23 months old
children as well as the problem of meeting minimum criteria of nutrition for the 6-17 months
children. These data imply that the increased investment in health support programs and
education promoting breastfeeding by the Cambodian government and international
organizations has influenced infant feeding practices. Cambodia still experiences an urban-
rural gap in relationship to access to services, and geographically this relates to clusters of
poverty, especially in the rural areas. Immunization services tend to be more available to
wealthier segments of the population; the poor, and notably the rural poor, is less likely to
receive these health services. Additional influences relating to a child being immunized are a
mother’s educational level, age, parity, religion, and a child’s sex. Schwartz and Bhushan
(2004) analyzed the effects on immunization equity for children of the poorest households
through the use of contracting non-governmental organizations (NGOs) as providers of
health-care services in Cambodia. Their findings concluded that children living in the poorest
50% of households in districts served by NGOs were more likely to be fully immunized than
poor children living in similar households in districts using government supported services,
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thus underlining the importance of the presence of NGOs in developing countries. The
relationship between immunization dropout rates and economic inequality among Cambodian
children aged 12-59 months old using data from the 2000 and 2005 Cambodia Demographic
Health Surveys was examined (Hong and Chhea, 2010). An immunization dropout is defined
as a child who has received at least one dose of trivalent vaccine against diphtheria, pertussis,
and tetanus (DPT) but failed to get a third dose and completing dosage series before turning
12 months old. Using a sample of 2000 children in the lowest wealth quintile, Hong and
Chhea (2000) found that they were approximately three times as unlikely to receive the third
dose of DPT vaccine to complete the dosage series as were children of the highest wealth
quintile. However, overall they found that child immunization had improved considerably in
Cambodia from past years, especially among children from the poorer households. Employing
health facility-based retrospective obstetric information (cesarean section, low birth-weight,
and maternal complications) from births within both public and private health facilities in
Phnom Penh, Fujita et al. (2005) examine the effect of prenatal care attendance on delivery
and newborn outcome. The results of the analysis show that residents of Phnom Penh have
relatively good access to ANC and delivery services; however low socioeconomic factors do
negatively affect utilization of services. Interestingly, the data analysis indicated that ANC
visits had no correlation with poor perinatal outcome, and it also re-affirmed that rural
residents do not have similar access to ANC and delivery services as their urban counterparts.
The authors also identified that most poor perinatal outcomes were occurring at the time
delivery as emergencies therefore having access to skilled birth attendants was a vital part of
successful perinatal outcomes. Prenatal care and maternal mortality is highly linked, and
Koum et al. (2004) investigated the effects of maternal mortality in Cambodia and found it
has one of the highest maternal mortality rates in Southeast Asia, with approximately 437 per
100,000 live births in 2000%, as contrasted to northern Europe with about 5 per 100,000. This
high MMR does not only represent a elevated risk for women, but also for the child and
family. When a mother dies in childbirth, her surviving children then have a higher risk of
dying before reaching their second birthday. An estimated 2.65 million people in Cambodia
are at risk of contracting malaria. The risk is higher in the rainy season, near the tropical
forests with infection rates, and among adults who work and stay overnight in the forests.
O’Connell et al. (2012) found that Cambodia has been a hotspot for the development of anti-
malarial resistant parasites since the 1970s, and given that many people seek home remedies,
or “drug cocktails,” that are incomplete or ineffective therapies, this contributes to the malaria
epidemic and its related parasitic problems. Difficulties surrounding treatment for this disease
center upon the sale of unregulated therapy drugs, limited access to new drug combinations to
treat drug resistant malaria, and a multitude of counterfeit and substandard medicines. In
addition to malaria as one the greatest threat of child health and child mortality, HIV/AIDS
has also been a great public health challenge in Cambodia. Although Sasaki et al. (2010)
found that Cambodia has been successful in reducing the number of HIV cases among the 15-
49 year old age cohort, presently it was found that one-third of all new HIV cases are through
mother-to-child transmission. In response to this new development, the Ministry of Health
has approached the problem by emphasizing the importance of both counseling and testing for
HIV for pregnant women. Sasaki et al. (2010) also found that the barriers that women faced
with this was the perceived need to obtain a partner’s permission for testing, their lack of
knowledge about the prevention of HIV and treatment, and not having access to prenatal care
services.

% Adjusted MMR in Cambodia has declined to 290 in 2008 (UNICEF, 2012a)
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3. CHILD HEALTH AND SOCIOECONOMIC INDICATORS IN CAMBODIA

Based on the literature reviewed and using the 2010 Cambodia Demographic and Health
Surveys, this paper established some basic associations between four child health indicators
(Table 1) and 14 dichotomy geographic, demographic, socioeconomic, and medical variables:
(1) place of residence, (2) sex of household head, (3) home has electricity, (4) home has water
treatment, (5) visited by a family planning worker in the last 12 months, (6) visited a health
facility in the last 12 months, (7) received prenatal care from a doctor with medical assistant,
(8) received prenatal care from a midwife, (9) received prenatal care from a nurse, (10) child
had vaccination, (11) took iron tablet every week, (12) received nutrition counseling with
prenatal care, (13) received iron tablets, and (14) received deworming tablets. The “values”
for each dichotomy variable are “no/yes” except for place of residence (rural/urban) and sex
of household head (male/female).

Table 1: Stunting, Underweight, Wasting, and BMI - Mean, Minimum, Maximum (Authors)

n = 3699 Stunting Underweight Wasting BMI
Mean -1.6548 -1.4211 -0.6808 -0.5245
Minimum -5.96 -5.21 -4.93 -4.93
Maximum 5.86 3.42 4.40 4.92

We employed t-tests”’ to compare the means of the four child health indicators between the
two “values” of each of the 14 dichotomy variables, and the results are presented in Tables 2,
3, 4, and 5. In these analyses, the data for the means of the four child health indicators are
standardized Z-scores (in standard deviation or SD) according to World Health Organization
(WHO). For example, if a child’s height for age is one standard deviation below the global
average according to the WHO, then the “stunting” data value for this child is -1.00. If a
children’s weight for age is two and a half standard deviations above the WHO average, then
the “underweight” data value for this child is 2.50. As we can observe in Table 1, not all the
children in Cambodia are stunted, underweight, wasted, or with low BMI. However, the
averages (-1.6548 for stunting, -1.4211 for underweight, -0.6806 for wasting, and -0.5245 for
BMI) indicate a country with widespread chronic and acute malnutrition.

Table 2:Stunting-Compare Means-8 significant (p < 0.05) dichotomy variables (Authors)

Levene’s Equal

Variable n Ny Mean n, | Mean Test (p) Variances t-test p
Place of | 3699 || urban | 965 |-1.3439 rural | 2734 |-1.7645 0.119 yes 8.016 | 0.000
Residence
Sex of Head| 3699 male | 3029 | -1.6794 | | female | 670 |-1.5435 0.460 yes 2.254 | 0.024
Household

Has 3657 no | 2373 |-1.8133 yes | 1284 |-1.3625 0.012 no 9.546 | 0.000
Electricity

Has Water | 3656 no 867 | -1.8898 yes | 2789 |-1.5824 0.065 yes 5.610 | 0.000
Treatment

Prenatal - | 2952 no 542 | -1.8825 yes | 2410 [-1.5082 0.000 no 5.119 | 0.000
Midwife

Received | 2952 no | 1620 | -1.6867 yes | 1332 |-1.4434 0.455 yes 4.584 | 0.000
Iron Tablet

Iron Taken | 3694 no | 3297 |-1.6781 yes | 397 |-1.4657 0.022 no 3.028 | 0.003
Every Week

Received | 2952 no | 2060 |-1.6271 yes 892 |-1.4612 0.871 yes 2.879 | 0.004
Deworming

%" For one instance that the sample size of the group receiving prenatal care from nurses was only 21, we used
the Mann-Whitney test (non-parametric compare means of two independent samples). At any rate, the tests for
all four child health indicators using this variable are not significant (p > 0.05).
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Table 3:Underweight-Compare Means-7 significant (p < 0.05)dichotomy variables (Authors)

Levene’s Equal

Variable n ny Mean n, | Mean Test (p) Variances t-test p
Place of | 3699 rural | 2734 | -1.5152 | | urban | 965 |-1.1546 0.926 yes 9.023 | 0.000
Residence

Has 3657 no | 2373 |-1.5556 yes | 1284 |-1.1756 0.605 yes 10.316 | 0.000
Electricity

Has Water | 3656 no 867 | -1.5761 yes | 2789 |-1.3748 0.147 yes 4816 | 0.000
Treatment

Prenatal - | 2952 no | 2721 |-1.3933 yes | 231 |-1.1633 0.495 yes 3.081 | 0.002
Doctor

Prenatal - | 2952 no 542 | -1.5829 yes | 2410 | 1.3286 0.001 no 4.610 | 0.000
Midwife

Received | 2952 no | 1620 | -1.4472 yes | 1332 |-1.2878 0.60 yes 3.962 | 0.000
Iron Tablet

Received | 2952 no | 2060 |-1.4111 yes | 892 |-1.2926 0.209 yes 2.712 | 0.007
Deworming

Table 4:Wasting-Compare Means-4 significant (p < 0.05)dichotomy variables (Authors)

Levene’s Equal

Variable n Ny Mean n, | Mean Test (p) Variances t-test p
Place of | 3699 rural | 2734 | -0.7189 | | urban | 965 |-0.5728 0.009 no 3.194 | 0.001
Residence

Has 3657 no | 2373 |-0.7324 yes | 1284 [-0.5870 0.042 no 3.515 | 0.000
Electricity

Prenatal - | 2952 no | 2721 |-0.7017 yes 231 |-0.4858 0.575 yes 2.626 | 0.009
Doctor

Iron Taken | 3694 no | 3297 | -0.6632 yes 397 |-0.8229 0.859 yes 2557 | 0.011
Every Week

Table 5:BMI-Compare Means-3 significant (p < 0.05)dichotomy variables (Authors)

Levene’s Equal
Variable n Ny Mean n, | Mean Test (p) Variances t-test p
Place of | 3699 rural | 2734 | -0.5522 | | urban | 965 |-0.4458 0.002 no 2.245 | 0.025
Residence
Has 3657 no 2373 | -0.5620 yes | 1284 (-0.4573 0.006 no 2.456 0.014
Electricity
Prenatal - | 2952 no | 2721 |-0.5528 yes | 231 [-0.3586 0.510 yes 2.319 | 0.020
Doctor

Table 2 shows the significant difference between two means of 8 variables. The geographic
variable, place of residence (p=0.000) indicates that urban children, although still considered
significantly stunted (-1.3439), are better off compared to children in rural areas (-1.7645).
This result re-affirmed the consensus that rural areas are lagging behind in child health
advances in the developing countries (Amugsi et al., 2013; Mazumdar, 2012; Zhang et a.,
2010) and also in Cambodia (Fujita et al., 2005; Victora et al., 2005). The results of the
demographic variable, sex of household head (p=0.024), indicate that children are healthier in
households headed by females compared to males. Although this issue has not been
thoroughly examined for Cambodia, evidence was found to support the notion that children in
households headed by married females fair better than their counterparts in other households
(Joshi, 2004). Socioeconomic status (home has electricity and water treatment) are significant
classifiers of stunting as supported by Chiao et al. (2012) and Bhat et al. (2012) in other
developing countries and by Schwartz and Bhushan (2004) and Fujita et al. (2005) in
Cambodia. Prenatal care as one of the most important factors affecting child health is well
documented (Chiao et al., 2012; Zhang et al., 2010), and four variables related to prenatal care
are significant in this analysis. The results of the t-tests are as expected: If the mother
received prenatal care from a midwife, received iron tablets, took iron tablet every week, and
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received deworming tablets, stunting of the child is less severe compared to the global
average. The interpretations of the results for underweight (Table 3), wasting (Table 4) and
BMI (table 5) are similar.

4. CONCLUSION

The elucidation of poor child health and malnutrition in the developing world comes from a
myriad of factors ranging geographic influences, such as rural or urban residence or
community distinctions, as well as socioeconomic conditions and specific maternal
characteristics. Mother’s accessibility to health care, personal health, age, education, income,
and number of children, can all act as a part influencing a child’s health notably in the first
five years of life. Using t-tests and data from the 2010 Cambodia Demographic and Health
Surveys, this paper re-affirmed the associations between four child health measures (stunting,
underweight, wasting, and low BMI) with a list of geographic (rural/urban), demographic (sex
of household head), socioeconomic indicators (home has electricity or water treatment), and
medical (mostly prenatal care) variables. In sum, place of residence (urban) and a home with
electricity are the two most important and consistent factors positively affecting child health
in Cambodia, and this conclusion re-affirms the importance of socioeconomic development in
the advancement of child health.
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ABSTRACT

This paper analyses Estonia’s trade in goods with the world in general and with Slovakia and
Slovenia in particular. Additionally, it also proposes some measures to increase the value of
Estonia’s exports of goods to the aforementioned countries, both of which are Estonia’s
minor export partners in Central and Eastern Europe. In 2013, the value of Estonia’s exports
of goods to Slovakia and Slovenia amounted to €51.3 million and €7.4 million respectively. In
order to increase the value of its exports of goods to these two countries, Estonia should
increase the competitiveness of Estonian enterprises (especially small- and medium-sized
ones) in the Slovakian and Slovenian markets and adopt other measures such as increasing
the sustainability of the aforementioned enterprises with a view to facilitating their entry into
new markets. In recent years, sustainability has become an important factor in
competitiveness, which is mainly the result of increased environmental awareness of
consumers and other stakeholders, foremost in developed countries (including Slovakia and
Slovenia). Sustainable innovation has therefore become an important source of competitive
advantage, which is especially true for enterprises operating in competitive markets.
Therefore, in order to increase the competitiveness of Estonian enterprises in the
aforementioned markets, Estonia should promote sustainable innovation and take certain
other measures.

Keywords: competitiveness, Estonia, sustainability, Slovakia, Slovenia, trade in goods.

1. INTRODUCTION

In recent years, entrepreneurship has become increasingly important (see Hisrich, 2010;
Hisrich, Peters and Shepherd, 2010; and Schaper et al., 2013). This is particularly true for
international entrepreneurship (see Zucchella and Scabini, 2007; Oviatt, Maksimov and
McDougall, 2011; Fernhaber and Prashantham, 2015; and Rialp, Rialp and Knight, 2015).
This is an important factor in international trade in goods and services. Therefore, in order to
increase the value of international trade in goods and services, which, in recent years, has
been affected by the financial, economic and social crisis (see Acharyya and Kar, 2014;
Temouri and Jones, 2014), mainly in Europe (including Estonia and some other countries in
Central and Eastern Europe (CEE), for example, Latvia, Lithuania and Slovenia, and in North
America), its main stakeholders should promote international entrepreneurship. Additionally,
they should promote cooperation between entrepreneurs/enterprises in areas such as science
and technology including those that relate to information and communication. The main
purpose of this paper is to analyse Estonia’s trade in goods with two countries in CEE, namely
Slovakia and Slovenia, which joined the European Union in 2004, together with eight other
countries including Estonia. This paper also proposes some measures to further increase the
value of Estonia’s exports of goods to Slovakia and Slovenia. For example, the promotion of
export entrepreneurship, which is a subtype of international entrepreneurship (see Navarro-
Garcia and Peris-Ortiz, 2015), and cooperation of Estonian entrepreneurs/enterprises with
their Latvian, Lithuanian and Slovenian counterparts in areas such as the aforementioned
ones. The rest of this paper is structured as follows: Section 2 analyses Estonia’s foreign trade
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in goods and services, while Section 3 analyses Estonia’s foreign trade in goods only. Section
3 also lists some of the measures that should be taken by Estonia to further increase the value
of its exports of goods to the world including Slovakia and Slovenia. One of these measures is
to further increase Estonia’s competitiveness. Section 4 analyses Estonian counties’ foreign
trade in goods, while section 5 analyses Estonia’s trade in goods with Slovakia and Slovenia.
Section 6 lists the main findings and some measures to increase the value of Estonia’s exports
of goods to the aforementioned countries.

2. ANALYSIS OF ESTONIA’S FOREIGN TRADE IN GOODS AND SERVICES
Similar to most other countries in CEE, including Slovenia, Estonia is heavily dependent on
its trade in goods and services with the world (see Figure 1, and Miiiirsepp, 2014, pp. 28-29).
There are many reasons for this such as Estonia’s lack of natural resources, for example, fossil
fuels, and the small size of Estonia’s domestic market for goods and services. In 2013, the
value of Estonia’s trade in goods and services with the world amounted to €31,993.7 million,
170.7 % of the value of Estonia’s gross domestic product (GDP) and an increase of 3.2 %
from the previous year. In the same year, the value of Estonia’s exports of goods and services
to the world amounted to €16,132.2 million, 86.1 % of the value of Estonia’s GDP and an
increase of 3.5 % from the previous year. Furthermore, the value of Estonia’s imports of
goods and services from the world amounted to €15,861.5 million, 84.6 % of the value of
Estonia’s GDP and an increase of 2.9 % from the previous year.

Figure 1: Countries in CEE by foreign trade in goods and services (percentage of GDP),
2013.
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Notes: Latvia and Lithuania were excluded due to lack of data. AL — Albania, AT — Austria, BA — Boshia and
Herzegovina, BG — Bulgaria, BY — Belarus, CZ — Czech Republic, DE — Germany, EE — Estonia, HR — Croatia,
HU — Hungary, MD — Moldova, MK — Macedonia, MN — Montenegro, PL — Poland, RO — Romania, RS —
Serbia, SI — Slovenia, SK — Slovakia, UA — Ukraine, XK — Kosovo.

Sources: The World Bank (2014a, b).

In recent years, Estonia’s dependency on foreign trade in goods and services has increased
(see Figure 2), mainly as a result of the further internationalization of Estonian enterprises.
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Figure 2: Estonia’s foreign trade in goods and services (percentage of GDP), 2013.
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Source: Statistics Estonia (2015).

3. ANALYSIS OF ESTONIA’S FOREIGN TRADE IN GOODS

This section analyses Estonia’s trade in goods with the world. In 2013, the value of Estonia’s
trade in goods with the world amounted to €26,097.3 million, 139.3 % of the value of
Estonia’s GDP and a decrease of 2 % from the previous year. This was mainly due to
increased economic uncertainty in Europe, especially in Estonia’s main trading partners in
goods (see Silla and Puura, 2014: 241). In the same year, the value of Estonia’s exports of
goods to the world amounted to €12,291.1 million, 65.6 % of the value of Estonia’s GDP and
a decrease of 1.8 % from the previous year. Furthermore, the value of Estonia’s imports of
goods from the world amounted to €13,806.2 million, 73.7 % of the value of Estonia’s GDP
and a decrease of 2.1 % from the previous year.

Europe is Estonia’s most important foreign market for goods. There are many economic,
political and social reasons for this. In 2013, the value of Estonia’s trade in goods with Europe
amounted to €23,463.4 million (see Table 1), 89.9 % of the value of Estonia’s trade in goods
with the world and an increase of 0.7 % from the previous year. In the same year, the value of
Estonia’s exports of goods to Europe amounted to €10,745.7 million, 87.4 % of the value of
Estonia’s exports of goods to the world and an increase of 3.9 % from the previous year.
Furthermore, the value of Estonia’s imports of goods from Europe amounted to €12,717.7
million, 92.1 % of the value of Estonia’s imports of goods from the world and a decrease of
1.9 % from the previous year.
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Table 1: Estonia’s trade in goods by region, 2013.

Exports Imports Exports plus imports
. Percentage . Percentage . Percentage
Vglqe n of the tot%ll V".""%‘* n of the totgal Vz_ilge n of the totgal
million € million € million €
value value value
Africa 128.2 1.0 14.4 0.1 142.6 0.5
America 507.2 4.1 190.9 1.4 698.1 2.7
Antarctica 1.6 0.0 0.0 0.0 1.6 0.0
Asia 735.3 6.0 873.2 6.3 1,608.5 6.2
Europe 10,745.7 87.4 12,717.7 92.1 23,463.4 89.9
Oceania 24.4 0.2 10.0 0.1 34.4 0.1
Not specified 148.8 1.2 0.0 0.0 148.8 0.6
Total 12,291.1 100.0 13,806.2 100.0 26,097.3 100.0

Source: Author’s calculations based on data from Statistics Estonia (2014a).

Asia, foremost East and Southeast Asia, is Estonia’s second most important foreign market
for goods. There are many reasons for this, most of which are economic. In 2013, the value of
Estonia’s trade in goods with Asia amounted to €1,608.5 million, 6.2 % of the value of
Estonia’s trade in goods with the world and a decrease of 4.3 % from the previous year. In the
same year, the value of Estonia’s exports of goods to Asia amounted to €735.3 million, 6 % of
the value of Estonia’s exports of goods to the world and a decrease of 4.5 % from the previous
year. Furthermore, the value of Estonia’s imports of goods from Asia amounted to €873.2
million, 6.3 % of the value of Estonia’s imports of goods from the world and a decrease of 4
% from the previous year.

America, foremost North America, is Estonia’s third most important foreign market for
goods. In 2013, the value of Estonia’s trade in goods with America amounted to €698.1
million, 2.7 % of the value of Estonia’s trade in goods with the world and a decrease of 31 %
from the previous year. In the same year, the value of Estonia’s exports of goods to America
amounted to €507.2 million, 4.1 % of the value of Estonia’s trade in goods with the world and
a decrease of 38.8 % from the previous year. Furthermore, the value of Estonia’s imports of
goods from America amounted to €190.9 million, 1.4 % of the value of Estonia’s imports of
goods from the world and an increase of 4.8 % from the previous year.

Other regions are Estonia’s less important foreign markets for goods. In 2013, the value of
Estonia’s trade in goods with Africa, Antarctica and Oceania amounted to €178.6 million, 0.7
% of the value of Estonia’s trade in goods with the world.

In order to increase the value of its exports of goods to the world, Estonia should increase its
competitiveness, which is already higher than the competitiveness of most other countries in
CEE including Slovakia and Slovenia (see Sala-i-Martin et al., 2014, p. 13). It should also
adopt some other measures such as increasing the inventiveness, innovativeness and,
particularly, the productiveness of Estonian (exporting) enterprises, especially small- and
medium-sized ones (see Heinlo, 2014, p. 66). Additionally, Estonia should further increase its
attractiveness to foreign investors/investment, especially in the field of science and
technology (mainly high-technology). This is particularly important in order to increase the
value of Estonia’s exports of high-technology goods. In 2012, this accounted for 11 % of the
value of Estonia’s total exports of manufactured goods (see Figure 3), which is above the
average for countries in CEE.
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Figure 3: Countries in CEE by exports of high-technology goods (% of total exports of
manufactured goods), 2012.
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Notes: Lithuania, Latvia, Kosovo, Montenegro and Serbia were excluded due to lack of data. AL — Albania, AT
— Austria, BA — Bosnia and Herzegovina, BG — Bulgaria, BY — Belarus, CZ — Czech Republic, DE — Germany,
EE — Estonia, HR — Croatia, HU — Hungary, MD — Moldova, MK — Macedonia, PL — Poland, RO — Romania, Sl
— Slovenia, SK — Slovakia, UA — Ukraine.

Source: The World Bank (2014c).

In the same year, exports of information and communication technology (ICT) goods
accounted for 10.9 % of the value of Estonia’s total exports of goods (see Figure 4), which is
also above the average for countries in CEE.

Figure 4: Countries in CEE by exports of ICT goods (% of total exports of goods), 2012.
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Notes: Lithuania, Latvia and Kosovo was excluded due to lack of data. AL — Albania, AT — Austria, BA —
Bosnia and Herzegovina, BG — Bulgaria, BY — Belarus, CZ — Czech Republic, DE — Germany, EE — Estonia,
HR — Croatia, HU — Hungary, MD — Moldova, MK — Macedonia, MN — Montenegro, PL — Poland, RO —
Romania, RS — Serbia, SI — Slovenia, SK — Slovakia, UA — Ukraine.

Source: The World Bank (2014d).

In 2013, 38.7 % of Estonia’s trade in goods with the world was with Finland, Latvia and
Sweden (see Table 2).
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Table 2: Estonia’s trade in goods by country, 2013.

Exports Imports Exports plus imports
. Percentage . Percentage . Percentage
Vglge In of the total Vglqe n of the total Vglge n of the total
million € million € million €
value value value

Finland 1,986.0 16.2 2,082.3 15.1 4,068.3 15.6
Latvia 1,274.7 10.4 1,301.8 9.4 2,576.5 9.9
Sweden 2,061.3 16.8 1,395.3 10.1 3,456.6 13.2
Other courtries and not 6,969.2 56.7  9,026.7 654 159959 613
specified
Total 12,291.1 100.0 13,806.2 100.0 26,097.3 100.0

Source: Author’s calculations based on data from Statistics Estonia (2014a).

In order to increase their competitiveness, Estonian enterprises, especially small- and
medium-sized ones, should increase their cost-effectiveness and adopt some other measures
such as improving their human resource management (see Alas and Vanhala, 2013). After all,
human resources are an important source of sustainable competitive advantages (see Snell,
Morris and Bohlander, 2013).

4. ANALYSIS OF ESTONIAN COUNTIES’ FOREIGN TRADE IN GOODS

Estonia is divided into 15 counties. Harju County is the largest in terms of population and
second largest one in terms of area. In 2013, the value of Harju County’s foreign trade in
goods amounted to €18,926 million or 72.5 % of the value of Estonia’s foreign trade in goods
(see Table 3). In the same year, the value of Harju County’s exports of goods amounted to
€7,948.9 million or 64.7 % of the value of Estonia’s total exports of goods. Furthermore, the
value of Harju County’s imports of goods amounted to €10,977.1 million or 79.5 % of the
value of Estonia’s total imports of goods. In order to further increase the value of their exports
of goods, Estonian counties should promote export entrepreneurship among their inhabitants,
especially young ones. They should also adopt some other measures such as the promotion of
cooperation between Estonian (exporting) enterprises, especially small- and medium-sized
ones.

Table 3: Estonian counties by foreign trade in goods, 2013.

Exports Imports Exports plus imports
. Percentage . Percentage . Percentage
l?llll:grl% of the total X?IIIL:(?;% of the total \I::llﬁsnme of the total
value value value

Harju County 7,948.9 64.7 10,977.1 79.5 18,926.0 72.5
Hiiu County 46.1 0.4 29.6 0.2 75.7 0.3
Ida-Viru County 833.7 6.8 491.7 3.6 1,325.4 5.1
Jogeva County 92.0 0.7 48.8 0.4 140.8 0.5
Jarva County 134.6 1.1 63.8 0.5 198.4 0.8
Léadne County 70.1 0.6 36.1 0.3 106.2 0.4
Léane-Viru County 367.4 3.0 140.3 1.0 507.8 1.9
Polva County 51.3 0.4 231 0.2 74.3 0.3
Parnu County 521.8 4.2 435.9 3.2 957.8 3.7
Rapla County 153.9 1.3 88.2 0.6 242.0 0.9
Saare County 167.7 14 83.4 0.6 251.1 1.0
Tartu County 791.4 6.4 752.8 55 1,544.1 5.9
Valga County 142.5 1.2 81.0 0.6 223.6 0.9
Viljandi County 253.7 2.1 156.5 1.1 410.2 1.6
V&ru County 116.3 0.9 54.6 0.4 170.9 0.7
Not specified 599.7 4.9 343.2 2.5 942.9 3.6
Total 12,291.1 100.0 13,806.2 100.0 26,097.3 100.0

Source: Author’s calculations based on data from Statistics Estonia (2014b).
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In 2013, Harju County had the highest number of exporters and importers of goods per 1,000
inhabitants among all of the Estonian counties (see Figure 5). This is not surprising,
considering the fact that Tallinn, Estonia’s capital, is part of this county.

Figure 5: Estonian counties by number of exporters and importers of goods per 1,000
inhabitants, 2013,
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Notes: EE-37 — Harju County, EE-39 — Hiiu County, EE-44 — Ida-Viru County, EE-49 — Jogeva County, EE-51
— Jarva County, EE-57 — Ladne County, EE-59 — Lédne-Viru County, EE-65 — Pdlva County, EE-67 — Pirnu
County, EE-70 — Rapla County, EE-74 — Saare County, EE-78 — Tartu County, EE-82 — Valga County, EE-84 —
Viljandi County, EE-86 — Varu County.

Source: Author’s calculations based on data from Statistics Estonia (2014b).

In 2013, Harju County had the third highest value of exports of goods per exporter (see Figure
6) and the highest value of imports of goods per importer (see Figure 7) among all of the
Estonian counties.

Figure 6: Estonian counties by exports of goods per exporter (value in €), 2013.
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Notes: EE-37 — Harju County, EE-39 — Hiiu County, EE-44 — Ida-Viru County, EE-49 — Jogeva County, EE-51
— Jarva County, EE-57 — Léidne County, EE-59 — Lidne-Viru County, EE-65 — P6lva County, EE-67 — Pérnu
County, EE-70 — Rapla County, EE-74 — Saare County, EE-78 — Tartu County, EE-82 — Valga County, EE-84 —
Viljandi County, EE-86 — Voru County.

Source: Author’s calculations based on data from Statistics Estonia (2014b).

128



10th International Scientific Conference on Economic and Social Development — Miami, 25th September 2015

Figure 7: Estonian counties by imports of goods per importer (value in €), 2013.
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— Jarva County, EE-57 — Ladne County, EE-59 — Lédne-Viru County, EE-65 — Pdlva County, EE-67 — Pdrnu
County, EE-70 — Rapla County, EE-74 — Saare County, EE-78 — Tartu County, EE-82 — Valga County, EE-84 —
Viljandi County, EE-86 — Varu County.

Source: Author’s calculations based on data from Statistics Estonia (2014b).

5. ANALYSIS OF ESTONIA’S TRADE IN GOODS WITH SLOVAKIA AND
SLOVENIA

5.1. Estonia’s trade in goods with CEE

This section analyses Estonia’s trade in goods with CEE, one of Estonia’s most important
foreign markets for goods. There are many economic, political and social reasons for this. In
2013, the value of Estonia’s trade in goods with CEE amounted to €9,007.2 million or 38.4 %
of the value of Estonia’s trade in goods with Europe. In the same year, the value of Estonia’s
exports of goods to the CEE amounted to €3,139.3 million or 29.2 % of the value of Estonia’s
exports of goods to Europe. Furthermore, the value of Estonia’s imports of goods from CEE
amounted to €5,867.9 million or 46.1 % of the value of Estonia’s imports of goods from
Europe.

In 2013, 87 % of Estonia’s trade in goods with CEE was with Germany, Latvia, Lithuania and

Poland (see Table 4). There are many reasons for this such as the relatively small distance
between Estonia and the aforementioned countries.
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Table 4: Estonia’s trade in goods with countries in CEE, 2013.

Exports Imports Exports plus imports
. Percentage . Percentage . Percentage
Vglge n of the totgal V‘?"F‘e In of the tot%l V'?"‘.‘e n of the totgal
million € million € million €
value value value
Albania 0.6 0.0 0.0 0.0 0.6 0.0
Austria 35.1 11 118.4 2.0 153.5 1.7
Belarus 51.6 1.6 87.2 15 138.8 1.5
Bosnia and Herzegovina 2.2 0.1 0.3 0.0 2.5 0.0
Bulgaria 25.9 0.8 14.4 0.2 40.3 0.4
Croatia 1.9 0.1 35 0.1 5.4 0.1
Czech Republic 48.4 15 176.7 3.0 225.1 2.5
Germany 563.8 18.0 1,455.8 24.8 2,019.6 22.4
Hungary 28.0 0.9 177.7 3.0 205.7 2.3
Kosovo 0.0 0.0 0.0 0.0 0.0 0.0
Latvia 1,274.7 40.6 1,301.8 22.2 2,576.5 28.6
Lithuania 717.9 22.9 1,224.3 20.9 1,942.2 21.6
Macedonia 0.2 0.0 0.5 0.0 0.7 0.0
Moldova 5.0 0.2 2.0 0.0 7.0 0.1
Montenegro 0.1 0.0 0.0 0.0 0.1 0.0
Poland 207.8 6.6 1,086.0 185 1,293.9 14.4
Romania 11.1 0.4 39.3 0.7 50.4 0.6
Serbia 5.0 0.2 2.1 0.0 7.1 0.1
Slovakia 51.3 1.6 61.7 1.1 112.9 1.3
Slovenia 7.4 0.2 28.8 0.5 36.2 0.4
Ukraine 101.3 3.2 87.3 15 188.6 2.1
Total 3,139.3 100.0 5,867.9 100.0 9,007.2 100.0

Source: Author’s calculations based on data from Statistics Estonia (2014a).

In order to geographically diversify its foreign trade in goods, Estonia should promote its
trade in goods with other countries in Europe, especially CEE (including Slovenia), and in
other regions, for example, Asia, especially Eastern and South-eastern Asia. It should also
adopt some other measures such as the promotion of cooperation between Estonian
enterprises, especially small- and medium-sized ones, and their non-Estonian counterparts in
areas such as science and technology, especially those that relate to information and
communication.

5.2. Estonia’s trade in goods with Slovakia and Slovenia

This section analyses Estonia’s trade in goods with Slovakia and Slovenia, both of which are
small countries with small open economies. This means that they are very vulnerable to
changes in supply and demand for goods and services in their domestic and foreign markets.

In 2013, the value of Estonia’s trade in goods with Slovakia and Slovenia amounted to €112.9
million and €36.2 million respectively. In the same year, the value of Estonia’s exports of
goods to these countries amounted to €51.3 million and €7.4 million respectively. In order to
increase the value of its exports of goods to these countries, Estonia should increase the
competitiveness of Estonian (exporting) enterprises (especially small- and medium-sized
ones) in the Slovakian and Slovenian market for goods. Additionally, Estonia should also:
increase its cooperation with the aforementioned countries in areas such as science and
technology (Estonia, for example, is one of the leading countries in the field of information
and communication technology in Europe (especially CEE), it is also one of the leading
countries in the field of e-services); increase networking of Estonian entrepreneurs/enterprises
with their Slovakian and Slovenian counterparts; increase cooperation of Estonian enterprises
with their aforementioned counterparts in areas such as e-business, e-government, and e-
health; etc.
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In recent decades, the world has changed more than ever (see Kose and Ozturk, 2014). There
have been many reasons for this such as technological changes (see Volti, 2014). Today,
technology, especially information technology, is one of the most important factors in
international trade in goods and services (see Prieger and Heil, 2014). This is especially true
for the Internet, which has changed the behaviour of consumers (see Gundry and Kickul,
2004; James, 2010; Dann and Dann, 2011; and Lambin and Schuiling, 2012). Between 2005
and 2014, the number of Internet users in the world increased by 185.49 % (see International
Communication Union, 2015). As a result, Internet marketing has become increasingly
important (see Roberts and Zahay, 2013; Boone and Kurtz, 2015; and Chaston, 2015).
Therefore, in order to increase their sales in their domestic and foreign markets, including in
Slovakia and Slovenia, Estonian enterprises (especially small- and medium-sized ones) should
improve their Internet marketing and adopt some other measures such as increasing their
market-orientation.

6. CONCLUSION

In 2013, the value of Estonia’s exports of goods to Slovakia and Slovenia, two of Estonia’s
less important export markets in CEE, amounted to €51.3 million and €7.4 million,
respectively. In order to increase the value of its exports of goods to these two countries,
Estonia should increase its competitiveness and adopt some other measures such as increasing
the inventiveness, innovativeness and productiveness of its enterprises, especially small- and
medium-sized ones. Additionally, Estonia should increase its attractiveness to Slovakian and
Slovenian investors, especially in the field of information and communication technology.
Above all, Estonia should increase the promotion of export entrepreneurship among its
citizens, especially in less-developed areas, and the geographical diversification of its exports.
The latter is particularly important in light of the Crimean crisis, which negatively affects
Estonia’s trade in goods with Russia, one of its major trading partners.
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ABSTRACT

The paper represents a study of papers published in Antipode — A Radical Journal of
Geography, from 2010 to 2013, in which, as to the author’s assessment, a highly critical
stance towards contemporary neo-liberalism exists. Hence Antipode publishes “a radical
analysis of geographical issues and its intent is to engender the development of a new and
better society,” and, of course, a critical stance towards neo-liberalism is expected in the
papers published. However, the intent of this paper is to analyze what kind of critical stance
was present in the texts published in Antipode in the period of four years (2010-2013). The
period of four years was taken as a referential period, especially because it started after the
year in which the Great Recession struck most of the developed economies (2009). It ends
with the end of the year 2013, which was the year when almost all developed economies
exited the recession or the stagnation of their economies ended. Since neoliberalism, which
brought the liberalization of markets, particularly the financial one, was usually blamed as
the ideology behind the outbreak of the economic crisis that shocked the world in 2008 and
2009, the intention was to show how radical the leftist critique is in its perception of
neoliberalism in the era of the current economic crisis. A basic content analysis was used in
order to analyze the discourse that was used to describe, characterize, and critically judge
contemporary neoliberal capitalism, i.e. neoliberalism. Due to the ubiquity of the topic (neo-
liberalism), and the critical stance of the Antipode towards it, the research contains only the
texts from the studied period, in which the word “neoliberalism” was found in the title of the
text or among the key words mentioned below the abstract.

Keywords: neoliberalism, capitalism, free markets, financial capital, Antipode.

1. INTRODUCTION

According to the AntipodeFoundation.org, which publishes Antipode — A Radical Journal of
Geography, Antipode offers a radical analysis of geographical issues and its intent is to
engender the development of a new and better society. Antipode continues to publish some of
the best and most provocative radical geographical work available today; work from both
geographers and their fellow travellers; from both eminent and emerging scholars®.

The paper represents a study of papers published in Antipode — A Radical Journal of
Geography (further in the text: Antipode), in which, as to the author’s assessment, a highly

%8 http://antipodefoundation.org/about-the-journal-and-foundation/a-radical-journal-of-geography/.
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critical stance towards contemporary neoliberalism exists. Hence Antipode publishes “a
radical analysis of geographical issues and its intent is to engender the development of a new
and better society,” and, of course, a critical stance towards neo-liberalism is expected in the
papers published. However, the intent of this paper is to analyze what kind of critical stance
was present in the texts published in Antipode in the period of four years (2010-2013). The
papers devoted in various ways to neoliberalism, published in Antipode during the 2010-2013
period, mostly dealt with the following topics:

1) Neoliberalism as a form of capitalism — theoretical explanations;
2) Neoliberalism and the use of nature/natural monopolies;

3) Neoliberalism in local communities: case-studies;

4) Neoliberalism and immigrants (immigrant work force);

5) Neoliberalism and higher education.

Due to the ubiquity of the texts devoted to neoliberalism, this paper is limited to various
definitions of neoliberalism found in the selected texts published in Antipode in the previously
mentioned timeframe.

2. METHODOLOGY

The paper analyses the critical stance towards neoliberalism present in the texts published in
Antipode through basic content analysis. In order to analyze the discourse that was used to
describe, characterize, and critically judge neoliberal capitalism, i.e. neoliberalism, the basic
content analysis was used: research focused on key words and phrases that were identified in
most of the texts, and the presence of these key words and the context in which they were
used was at the same time the criteria for the selection of the texts that were analyzed. The
key word used for the analysis was the following: neoliberalism (i.e. neo-liberalism). The
context of the use of the key word “neoliberalism” was analyzed through the analyses of the
sentences and/or full citations in which the key words were used. Key words used in a direct
link with the word neoliberalism were identified and analyzed. However, due to the large
number of texts found and due to the fact that not all papers that contained the word
“neoliberalism” in the title or among the key words comprised a definition of neoliberalism,
this paper analyzes only the comprehensive, usually introductory, theoretical definitions of
neoliberalism as a form of capitalism, and it does so in the texts that offered these kinds of
definitions. The period of four years was taken as a referential period, especially because it
started after the year in which the Great Recession struck most of the developed economies
(2009). It ends with the end of the year 2013, which was the year when almost all developed
economies exited the recession or the stagnation of their economies ended. Since
neoliberalism, which brought the liberalization of markets, particularly the financial one, was
usually blamed as the ideology behind the outbreak of the economic crisis that shocked the
world in 2008 and 2009, the intention was to show how radical the leftist critique is in its
perception of neoliberalism in the era of the current economic crisis.

3. RESULTS AND DISCUSSION

3.1. The Emphasis of Neoliberalism on Free Markets, Competition, and Individual
Responsibility

Discussing the emphases of neoliberalism, authors have mostly oriented on individualism,
competition, free markets, financial capital and markets, privatization, the role of
transnational elites, etc. The authors have mostly cited Harvey (2005, 2007), Peet (2007), or
Brenner and Theodore (2002).
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Hiemstra claims that neoliberalism emphasizes individual responsibility; the value of the
neoliberal citizen is connected to her value as a rational-economic actor, as both consumer
and client (2010: 91), and that neoliberalism fosters and thrives on indirect forms of
governance, as the power to govern is dispersed among growing numbers of public and
private institutions, organizations, and individuals (2010: 94).

O’Reilly (2010) cites D. Harvey, saying that Harvey (2007: 2) summarizes neoliberalism as a
political economic theory that posits that humans are best off when an institutional framework
of private property rights, free markets, and free trade is created and preserved by the state
and humans are free to exercise their “individual entrepreneurial freedoms and skills (2010:
183).

Among various authors that cite Harvey, Buckley (2013) emphasizes Harvey’s view of
neoliberalism: Indeed, Harvey (2005: 11) broadly frames neoliberalism as a project primarily
aimed at freeing capital from the constraints imposed by these “embedded liberalisms”, and
more directly as a process ultimately focused on restoring the class power of economic elites
(2013: 259). Hodkinson (2011) also cites Harvey, deconstructing the false notions about
neoliberalism: What we are left with is a transnational capitalist class (Harvey, 2005), and a
thoroughly liberal, anti-political, and state-centric version of civil society where politics in
this realm is reduced to economic competition among competing elites, both “internal” and
“external” (2011: 535).

Young (2010) sees neoliberalism as a: political-ethical project, one that is aimed at the
transformation of not just markets but also morals (2010: 202).

Narsiah (2010) states that neoliberalism is the presently hegemonic discourse of development
(Harvey 2007; Peet 2007). This discourse articulates a number of economic measures: fiscal
austerity, export-oriented production and privatisation of public sector services among other
strategies. Citing George (1999: 1), Narsiah also states that the primary goal of neoliberalism
has been clearly described—*“the market mechanism should be allowed to direct the fate of
human beings” (2010: 375). So, neoliberalism is updated Smithian economics married with
neoclassical economics and unleashed as a class project to facilitate accumulation by a few
(George, 1999; Harvey 2007; Peet 2007). The application of neoliberalism globally is driven
by key institutions, creating a homogenous and disciplined economic space (2010: 376).

The Free Association (2010) claims that neoliberalism, through its strategies of class
decomposition, marketisation, the naturalisation of individualism and so on, forces an
intensification of competition: that is, an intensification of the competitive struggle between
every worker on the planet (2010: 1025).

Hess (2011) sees neoliberalism as the simple withdrawal of the state from markets and society
via trade liberalization, privatization, reduced entitlements, and government deregulation. (...)
However, scholars of neoliberalism have noted that the emphasis on enhancing and protecting
markets has resulted in several paradoxical developments. Governments have sometimes
become more involved in the economy as facilitators of the creative destruction of markets
(Brenner and Theodore, 2002; Jessop, 2002) (Hess, 2011: 1056). (...) Underlying the various
approaches is an agreement that neoliberalism involves changes in ideology, policies,
organizations, and practices that favor the expansion of markets and the weakening of public
ownership and government regulation. The general favoring of markets and opposition to
government intervention in markets in turn is associated with specific policy reforms,
including the reduction of trade barriers, roll-back of environmental and other regulations,
privatization of public enterprises, reduction and devolution of the welfare responsibilities of
national governments, encouragement of entrepreneurship and individual responsibilitization,
and creation of new markets and industries. (Hess, 2011: 1057).

Prokolla (2013: 1322) states that neoliberalism is a contested term that has been used in
multiple ways; in general, it refers to the idea that economic and social wellbeing is best
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achieved though free markets and minimal state interference, and when individuals are free to
make autonomous choices (Ferguson 2009; Larner 2009).

3.2. “Actually Existing” Neoliberalisms

The concept of “actually existing” different kinds of neoliberalism can be found in the works
of various authors that were published in Antipode 2010-2013 (Narsiah; Roberts and Mahtani;
Varro; Mills and Mc Creary; Lauermann and Davidson). They recognized the existence of
different kinds of neoliberalism in capitalism. They have mostly cited Brenner and Theodore
(2002), Larner (2000), and Peck and Tickell (2002).

Narsiah (2010) states that “actually existing” neoliberalisms are always (some way or
another) “hybrid or composite structures”, “path dependent” (Brenner and Theodore, 2002)
and geographically uneven. Yet neoliberalism is not an event but contingent on the spatial
context and the existing political and ideological apparatus (2010: 377).

A second view of “actually existing” neoliberalisms as “hybrid or composite structures”, also
can be found in Roberts and Mahtani (2010: 249) since these authors, like Narsiah, have also
cited Larner (2000), and Peck and Tickell (2002: 383). A third view of “actually existing”
neoliberalism is found in Varro (2010): Actually existing neoliberalism can be seen as a
process of institutional creative destruction (Brenner and Theodore 2002) (2010: 257).

Mills and Mc Creary (2013) also cite Brenner and Theodore (2002: 349), who used the phrase
“actually existing neoliberalism” to distinguish between practices that are termed neoliberal
and neoliberal ideology. They also cite Larner: Neoliberalism is a powerful political project in
part because of its ability to penetrate and alter other political projects such as those of
marginalized social groups (Larner, 2000). Through control over access to funding, neoliberal
state policies can compel marginalized groups to configure their claims within the terms of
mainstream political discourse (2013: 1301).

Neoliberalism represents the contemporary process (institutional, political, economic, and
discursive) by which this self-revolutionizing is achieved. Critical engagement with the messy
landscape of actually existing neoliberalism has much to contribute to our understanding of
how capitalism becomes universalized and hegemonic (Lauermann, Davidson, 2013: 1278).

3.3 The Historical Context of Neoliberalism; “Roll-Back” and “Roll-Out” Neoliberalism
Short discussions about the historical context of neoliberalism (its ascendance and
maturation), as well as discussions about the concept of “roll-back” and “roll-out”
neoliberalism can be found in the works of several authors: Corson, Breathnach, Belina et al.,
Wagquar, Wilshusen, Lauermann and Davidson, Hess, and Manderscheid. They have either
given their own views about the historical context of neoliberalism and/or “roll-back™ and
“roll-out” neoliberalism, or they have mostly cited Harvey (2003, 2005), Peck and Tickell
(2002), Brenner and Theodore (2002), or some other authors mentioned below.

With its ideological and material antipathy toward state regulation and influence,
neoliberalism has become manifest not only in deregulation, but also in re-regulation designed
to create new commodities and new governing structures that sustain neoliberalism, claims
Corson (2010), who sees not deregulation, but also re-regulation in neoliberalism, that
sustains neoliberalism itself (2010: 579). Neoliberalism’s emphasis on competition, along
with its rolling back of state protection and the social contract, creates spaces in which local
people are not often able to compete effectively in the face of much more powerful
transnational interests (2010: 581). Emphasizing on the historical path of neoliberalism’s rise
to prominence, Corson also states: With this groundwork laid, neoliberalism rose to
prominence in mainstream economic policy in the 1980s, particularly under Margaret
Thatcher in the United Kingdom and Ronald Reagan in the United States (2010: 583). The
intertwining of conservation and neoliberalism in Washington DC politics, through
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public/private/non-profit “partnerships”, has facilitated capital accumulation in the United
States, as well as created new spaces for capitalist expansion overseas (2010: 596).
Breathnach (2010) also mentions the historical context of neoliberalism’s ascendance.
However, he does not connect it to particular government(s) but to the changes in the modes
of production, which affected the organization of the state: The transition, in the 1970s and
1980s, from the Fordist regime of accumulation built around the mass-producing welfare state
to a post-Fordist regime of flexible neoliberalism is widely associated with a profound
restructuring of state spatialities throughout western Europe, whereby the centralised Fordist
welfare state, oriented to the spatial equalisation of living standards and employment
opportunities within its borders, was replaced by a decentralised neoliberal state wherein
regional economies pursued their own economic interests through direct participation in the
global economy (2010: 1181).

This historical change is recognized by Belina, B. et al. as well (2013): While Fordism was
dominated by the social-democratic hegemonic project, neoliberalism in its actually existing
versions is dominated by the neoliberal hegemonic project. It’s becoming hegemonic has to
be understood as the result of successful struggles of neoliberalising initiatives that emerge
from different positions within the existing relations of forces on various terrains—in our case
the state apparatus university—in time and space (2013: 744).

Historical context was also recognized by Waquar (2012): In an era when neoliberalism has
emerged as a global policy regime, furthering the interests of a new economic formation—
global finance capital—to manifest as a new form of imperialism (Harvey, 2003, 2005; Peet,
2007; Smith, 2005) and geopolitical hegemony (Kohl, 2006; McFarlane and Hay, 2003),
protests and social movements face the challenge of rising to the occasion in serious
contestation (2012: 1061). Hess (2011) discusses the historical context of neoliberalism and
its kinds (roll-back and roll-out neoliberalism): An influential historical approach to temporal
variation has distinguished a “roll-back” period associated with the deregulation and
privatization of the Reagan and Thatcher administrations of the 1980s and a “roll-out” period
that followed (Peck and Tickell, 2002, 2007) (Hess, 2011: 1057-58) and also stakes: The
concept is also used in a more encompassing historical and contrastive sense to refer to a
broad political transition and/or hegemonic regime that succeeded Keynesianism, socialism,
and import substituting developmentalism (2011: 1061).

Wilshusen (2010) recognizes the gradual acceptance of neoliberalism: processes of
accommodation to neoliberalism are not so much a direct response to specific institutional
reforms as a gradual accretion of practices in response to decades of state-sponsored
development activities. In this sense, accommodation constitutes creative adaptation to state-
led reform rather than passive acceptance (2010: 769). He also sees the true nature and
intentions of neoliberalism: proponents of neoliberalism argue that unfettered markets are the
best mechanisms for allocating goods and services within society. Such an approach seeks to
minimize state-imposed regulations that might hinder flows of financial capital (2010: 769).
Lauermann and Davidson argue that there has been a gradual transition within the literature
on neoliberalism, from “neoliberalism” being used as an analytical category to describe a
relatively clear set of economic reforms that emerged in the late 1970s, towards a concept that
is confusingly fragmented, used to reference almost all market-based governance projects
(and many other contemporary governance phenomena). This shift in analytical form has led
to problematic theoretical and political framings. Our core argument is that neoliberalism
studies research increasingly tends to narrate particular economic and political projects into a
paradoxically universalized project of neoliberal “-ization(s)” and “-ism(s)” (2013: 1278).
Since the 2007 financial meltdown, the neoliberal project has been in crisis. Even some of its
most ardent supporters have begun to rethink its legitimacy (Peck et al. 2009; Quiggin 2010;
Sheppard and Leitner, 2010). Yet neoliberalism remains hegemonic, underpinning a host of
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policy rhetoric and initiatives aimed at stemming recessionary declines (Crouch 2011;
Demirovic, 2009) (Lauermann, Davidson, 2013: 1277).

The roll-back phase of neoliberalism represented an attempt to weaken policies associated
with progressive, social liberalism and replace them with hegemonic neoliberalism, but to sell
them as redistributive neoliberalism. Furthermore, the hegemonic aspect of social liberalism,
as well as some of the more popular programs associated with progressive social liberalism
(such as health-care and social security), survived the transition. Because the roll-back was
incomplete, the resulting political field was more diverse and complicated rather than wholly
transformed. (Hess, 2011: 1061-62). He (2011) also mentioned the potential current problem
for neoliberalism: Although the effects of the Great Recession on politics and economics are
not yet known, some of the policies associated with the Democratic Party’s control of the US
government in 2009 suggest a partial turn away from neoliberalism. Deficit spending, health-
care reform, regulation of the financial sector, new educational programs, green economic
development, and carbon-trading are all policy directions that suggest at least a partial return
to higher levels of state intervention in markets, albeit ones that often cede significant ground
to neoliberal approaches in the construction of policy instruments (2011: 1058-59).

Several changes in spatial policies have been described in connection with the paradigm shift
to neoliberalism. Whereas the latter is most often connected with deregulation and
dismantlement, also characterised as “creative destruction” (Brenner and Theodore, 2002:
15ff) or “rollback neoliberalism”, a second aspect of this ideological framework has been
more recently characterised as “roll-out neoliberalism” (Peck and Tickell, 2002: 384). This is
a form entailing purposeful construction and consolidation of neoliberalised state forms,
modes of governance and regulatory relations with a highly authoritarian impact (Peck and
Tickell, 2002; Wacquant, 2009) (Manderscheid, 2012: 202).

Violence from above comes attendant to both “roll-back™ neoliberalism, where regulatory
transformation sees the state narrowly concerned with expanding markets to the peril of social
provisions, and “roll-out” neoliberalism which concentrates on disciplining and containment
of those marginalized by earlier stages of neoliberalization (Peck and Tickell, 2002)
(Springer, 2011: 549).

3.4. Four Different but Overlapping Definitions of Neoliberalism

Hodkinson states that prior to the global financial crisis that erupted in 2008, neoliberalism
was undoubtedly the driving ideational force behind capitalist globalisation (2011: 358). He
also offers four different but overlapping definitions of neoliberalism: an ideological
hegemonic project, selectively rooted in the free market and non-interventionist state
philosophy of classical liberalism, and internationally propagated by think tanks and
intellectuals like Hayek and Friedman in their assault on “egalitarian liberalism” (Peck and
Tickell, 2007). Neoliberalism’s second definition—as a specific policy and program—has
been usefully conceptualised as a process of “creative destruction” that aims to replace the
national institutional arrangements and political compromises of Keynesian-Fordism with a
“new infrastructure for market-oriented economic growth” set within a globalising and
financialising economy (Brenner and Theodore, 2002: 362). This has often comprised distinct
if overlapping phases of “roll-back” and “roll-out” neoliberalism (Peck and Tickell, 2002).
The former focuses on rolling-back state intervention and working class gains (regulations,
subsidies, protections, ownership, services) through privatisation, market liberalisation and
austerity. The rolling out phase is associated with a third definition of neoliberalism, namely
as a new state form encompassing “new modes of regulation, new regimes of governance,
with the aim of consolidating and managing both marketisation and its consequences” (Peck
and Tickell, 2007: 33). The literature’s fourth definition of neoliberalism is as a form of
governmentality, which follows Foucauldian ideas in emphasising how neoliberal
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governmental power operates in multiple sites and scales from the state down to the personal
level “not through imposition or repression but rather through cultivating the conditions in
which non-sovereign subjects are constituted” as entrepreneurial, self-reliant, rational-
economic actors (Hart, 2004: 92) (2011: 358-59).

3.5. “A True Nature of Neoliberalism”

The section of this paper named “A True Nature of Neoliberalism”, together with the section
about “Neoliberal Utopia”, comprises the harshest critique of neoliberalism found in the
analyzed texts. The authors have a strong critical stance towards neoliberalism, and they put
in front of the reader only the negative aspects of neoliberalism (they have not found a single
positive aspect).

In defining neoliberalism, Duffy and Moore (2010) cite Cox: Critical scholars defined it as a
hegemonic project that produces a “nebuleuse” of ideas, institutions and organisations which
create conditions favourable to neoliberalism so that it appears as natural, neutral and as if
there were no alternative (Cox, 1996). They also cite Brenner and Theodore (2002: 356-358),
who suggest that, to understand actually existing neoliberalism we must explore the path-
dependent, contextually specific interactions between inherited regulatory landscapes and
emergent forms of neoliberalism (2010: 745).

Ilcan and Phillips (2010) share a similar view on the true nature and intentions of
neoliberalism as Wilshusen: We understand neoliberalism as a governmental rationality that
shapes conduct by re-positioning and deploying the values and norms of the market as the
principal means by which people measure themselves and others. (...) That is, neoliberalism
entails a cultural reform, where economic liberalization, privatization, and market
mechanisms become key instruments that privilege and oblige particular conceptions of
knowledge, capacities and actions for social transformation. Such rationalities and practices
render spaces, capacities and conduct amenable to the objectives of “global government”
(2010: 847).

The Free Association also recognized totalitarian tendencies and populist behavior behind
neoliberalism: Neo-liberalism is non-negotiable. It’s a totalitarianism that doesn’t think of
itself as based on belief or principle, but simply on a question of efficiency, of getting the job
done. (2010: 1026). Populism also dovetails neatly into the moments of piety that pass for
“politics” under neo-liberalism. One minute we’re asking the G8 to solve hunger in Africa,
the next we’re condemning young mothers for feeding their children junk food. (2010: 1028).
They have also recognized that neoliberalism is not so directly connected with climate
change: While it was easy to argue that neo-liberalism had directly caused the massive
increase in global poverty and the harshening restrictions on our lives, it was harder to
attribute the causes of climate change so directly. (2010: 1031). However, for them, there is
no doubt which ideology is behind the actions of global financial institutions: There’s an echo
of this in the way institutions like the IMF and the World Bank make loans conditional on
“good governance”, that is, full-blooded neo-liberalism in the shape of opened markets,
unrestricted capital flows etc. (2010: 1031).

Demirovic (2011) sees neoliberalism as a strategy to change the relations of force within the
power bloc, and in particular the relationship between the state apparatuses and the subaltern
classes. The former neocorporatist compromise between the state, capital and the trade unions
is dissolved through more or less radical political measures, and the balance of forces is
shifted in favour of the bourgeois class (2011: 47).

Springer (2011) recognizes the tendencies of neoliberalism, which seeks to: eradicate
interference with markets; stifle collective initiative and public expenditure via privatization
of common assets; advocate individualism, competitiveness, and economic self-sufficiency as
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fundamental virtues; attenuate or nullify social transfer programs; and actively “recruit” the
poor into a flexible labour regime of low-wage employment (Peck 2001; Peck and Tickell
2002) (2011: 555). Whether neoliberalism is understood as aligned to authoritarianism/archy
or democracy/anarchy depends to some extent upon the context in question. However, if
empirically neoliberalism seems to do well in democratic states this speaks to the
contemporary abuse of democracy’s etymology. Those favouring institutional versions of
“democracy” (ie demoarchy) will be less inclined to associate neoliberalism with
authoritarianism. Yet seen through the anarchic lens of radical democracy, the
authoritarianism of neoliberalism becomes evident, as the aggregations and deliberations of
“liberal democracy” strip away individual freedoms via institutionalization (2011: 555-56).
Lauermann and Davidson also cite D. Harvey and his view of neoliberalism: Reiterating his
general thesis that neoliberalism represents a moment of creative destruction, Harvey
(2007:42) argues there is something fundamental in capitalism that connects particular
neoliberal forms: an historical-geographical trajectory of capital accumulation that is based in
increasing connectivity across space and time but marked by deepening uneven geographical
developments. This unevenness must be understood as something actively produced and
sustained by processes of capital accumulation, no matter how important the signs may be of
residuals of past configurations set up in the cultural landscape and the social world (2013:
1279-80). Harvey’s (2005, 2007) understanding of neoliberalism as based on class conflict,
creative destruction and accumulation by dispossession places neoliberalism as the newest
stage of capitalism. Likewise, Brenner and Theodore (2002) tied neoliberalism to capitalism
while discussing the former as a moment of creative destruction. (Lauermann, Davidson,
2013:1285).

As Peck (2004) emphasizes (see also Peck and Tickell 2002), neoliberalisation cannot be
understood as a parallel, harmonious process. Neoliberalism does not exist in pure form,
Instead, it can be best understood as a loose and contradictory ideological framework,
evolving through conflict with the wider “external” sociocultural world and its “internal”
authoritarian and libertarian constituencies (Peck 2004:403) (Prokolla, 2013: 1322).

3.6. “A Neoliberal Utopia”

Two authors have also discussed the anti-political tradition and the notion of a “universal
consensus in capitalism,” which can be referred to as “neoliberal utopia”.

Springer (2011) accentuates the anti-political tradition (exemplified by neoliberalism), that
fears the people in its radical manifestation, not as das Volk shaped by the state, but as die
Leute, the people in their bare life liberty and irreducible plurality. The convergence of homo
sacer and the presupposition of equality turns existing power relations on their head and
overcomes the dangers of “militant particularisms” (Harvey, 1996) (2011: 532). He then
refers to the utopian notion of a cosmopolitan global village and the end of history: Faith in
universal consensus is not only antipolitical, it is also the exact mode that constitutes utopian
thinking, as is exemplified by neoliberalism’s grand narratives of a harmonious “global
village” and the “end of history” (Fukuyama, 1992) (2011: 533). Glassman’s (1999)
conception of the internationalization of the state recognizes, distinctions between so-called
“local” and “global” elites have become increasingly blurred under neoliberalism (Springer,
2011: 549).

Our starting point for understanding neoliberal projects is therefore to see neoliberalisation as
part of the ideological process by which capitalist logics are universalized through discursive,
institutional, and policy innovation. Echoing other historically specific capitalist logics like
Fordism, neoliberalism is not ideology per se, but a symptomatic expression of and
symbolization in the capitalist symbolic (Lauermann, Davidson, 2013: 1284). (...) This
insight is key to understanding how neoliberalism operates principally as an ideological
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component of the capitalist symbolic: capitalist practices and relationships are universalized
through neoliberal discursive, institutional, and policy work. At this point though, it is
necessary to develop our understanding of the parallax relations between capitalism (as
universal) and neoliberalisms (as particulars) (2013: 1284).

4. CONCLUSION

After st

udying the definitions and the accentuated characteristics of neoliberalism found in the

texts from Antipode that had the word “neoliberalism” in their title or among the key words,

we havi
neolibe

e found that the most important points about how the authors of analyzed texts see
ralism can be summarized as follows:

Neoliberalism is based on free markets, free flow of capital, free trade;

Neoliberalism promotes individualism, atomizing the population;

Neoliberalism is a type of authoritarianism, a masque behind liberal democracy;
Neoliberalism is a type of totalitarianism, based on efficiency, and it is non-
negotiable;

Neoliberalism has populist tendencies;

Neoliberalism treats citizen as a client and customer;

Neoliberalism establishes competition between every worker on the planet;
Neoliberalism shifts the balance of power in the society in favor of the bourgeois
class;

Neoliberalism wants to attenuate or nullify social transfer programs; it promotes an
active “recruitment” of the poor into a flexible labor regime of low-wage employment;
Different variations of neoliberalism exist in capitalism: in reality there is one
capitalism and different kinds of neoliberalism;

Existing kinds of neoliberalism are hybrid and are composite structures; they are path
dependent and geographically uneven;

“Roll-back” and “roll-out” types of neoliberalism exist as different phases in the
development of neoliberalism; the “roll-back™ phase precedes the “roll-out” phase;
Neoliberalism is the ideological component of the capitalist symbolic;

Neoliberalism universalizes capitalist practices and relationships through discursive,
institutional, and policy work.
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ABSTRACT
Lack of access to finance is a key constraint to job creation, particularly for micro, small, and
medium enterprises. Companies in developed and less-developed countries both tend to face
more financial obstacles, given the lower level of financial development. Evidence shows that
improved access to credit lines and other types of finance can help generate jobs, and the
results tend to be larger and more significant for small businesses in developed and
developing countries. A main challenge for the financial sector is to improve the sources of
financing available for firms with growth potential that are un-served (do not have a loan or
overdraft but need credit) and underserved (have a loan and/or overdraft facility but face
financing constraints).
Small businesses are the engines of job growth in America, creating, on average, more than
two-third of new jobs each year. So that, the success and prosperity of youth venture relies
heavily upon the successful investment of public-private fund to the unemployed and existing
self-employed youth through bank and financial institutions. Successful formulation and
effective implementation of new and existing venture is the prime requisite for the successful
performance of government in employment creation. Right strategy paper of sources
mobilization to youth created venture has a positive impact on economic development of the
country and vice-versa.
Therefore, SMEs play the pivotal role to create job opportunities, it foster productive sector
and aspiring for a sustainable economic development. There is no doubt that public-private
financing model has a pivotal role in disseminating the government's fund and transforming
them into meaningful capital investment.
Keywords: Employment, Entrepreneurship, Financing, Young.

1. INTRODUCTION

The proper mobilization and utilization of public-private fund becomes indispensable for any
developed and developing country aspiring for a sustainable economic development and there
is no doubt that bank and financial institutions have a pivotal role in disseminating the
government's fund and transforming them into meaningful capital investment. The success
and prosperity of youth venture relies heavily upon the successful investment of public-
private fund to the unemployed and existing self-employed youth through bank and financial
institutions. Successful formulation and effective implementation of new and existing venture
is the prime requisite for the successful performance of government in employment creation.
Right strategy paper of sources mobilization to youth created venture has a positive impact on
economic development of the country and vice-versa.

Fair financial system can deliberate employment opportunity in the country which is very
sustainable development of any country. Banks and financial Institutions (BFIs) play a
significant role in the economic development of a country. BFIs play a significant role in the
economic development of a country. BFIs are provides the resources for the economic
development, which maintains the self-confidence of various sectors of society and extends
credit to the people. So, BFIs are dealing with activities of the trade, commerce, industry and
agriculture that seek regular financial and other helps from them for growing and flourishing.
The objective of BFIs is to mobilize idle resources into the most profitable sectors after
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collecting them from scattered sources. Similarly youth are the assets of the country. They are
free to create entrepreneur in country. Due to lack of funds to investment in entrepreneurship,
youth are not able to achieve self-employment opportunity. Therefore, BFIs have to address
the issues of youth by investing their lending in youth targeted programs.

Recent studies on solutions to the youth unemployment problem in developed and developing
countries like in United Stated and Nepal should have emphasized the need for policy
measures and support from the private sector for supply side interventions such as skill
development and demand side interventions in terms of creating jobs. Such measures have
largely had incremental impact due to major portion of employment being informal /
unorganized in nature, financial deficits, lack of awareness about the benefits of skilling and
limited availability of support services and narrow relevance of the traditional perception and
lack of integrated policy model.

To create the entrepreneurship and self-employed people there is required huge lending to
youth which create small and medium enterprises. That means access of finance and
government policy is the major constraints to create small and medium enterprises and
employment.

The public private financing model plays the important role to disseminate the government
fund to youth, bank and financial institutions lending policy, deposit rate, credit risk, views on
youth self-employment loan, and youth issues in entrepreneurship. Therefore, creating young
entrepreneurship through public private financing model has to analyze the existing resources
mobilization policy (existing financing policy verses public private financing policy) of young
business in the around the world and point out the defects inherent in it and provide package
of conclusions for its improvement.

"Small businesses are the engines of job growth in America, creating, on average, more than
two-third of new jobs each year. These jobs are more likely to stay here in the United States,
anchoring families and communities across the country. Yet small businesses and
manufacturers are being hammered by the high cost of health care and energy, along with
slowing economy. Often, they have trouble finding the capital and expertise they need to
grow, and they don't have the power and connections that their big competitors can use."%
According to Right Hon'able President Obama, youth from America is also facing the
problems of access to finance to create the entrepreneurship. Because, youth are excellent in
creating new ventures and innovations. Due to the fact that the problems of financing in youth
targeted venture, youth cannot create what they want. According to the World Bank’s
Enterprise Surveys, the key obstacles for private enterprises in developing countries are a
poor investment climate, inadequate infrastructure, lack of access to finance, and inadequate
skills and training.

Therefore, the multiplier concept of public private financing model can help to find out access
of finance and new firm formation, growth and employment creation. It support the youth to
create entrepreneurship, BFIs to easy lending to youth venture, and public sector to finance
young business through banks and financial institutions.

2. LITERATURE REVIEW

Literatures are the main sources of information related with the study. The chapter deals with
review of previous studies. So that, the writer reviews the some of the previous literature, that
could be assessed in the empirical analysis. A summary of the most credible findings from the
previous literature is taken.

2 Obama,B. (2008). CHANGE WE CAN BELIEVE IN, Great Britain: Canongate Books Ltd.
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2.1. Review of Previous Research

"Lack of access to finance is a key constraint to job creation, particularly for micro, small, and
medium enterprises. Companies in less-developed countries tend to face more financial
obstacles, given the lower level of financial development. Evidence shows that improved
access to credit lines and other types of finance can help generate jobs, and the results tend to
be larger and more significant for small businesses and businesses in developing countries. A
main challenge for the financial sector is to improve the sources of financing available for
firms with growth potential that are un-served (do not have a loan or overdraft but need
credit) and underserved (have a loan and/or overdraft facility but face financing
constraints)."*°

According to the World Bank’s Enterprise Surveys, the key obstacles for private enterprises
in developing countries are a poor investment climate, inadequate infrastructure, lack of
access to finance, and inadequate skills and training. Perhaps the first and major contribution
of this report is to provide evidence of the significance job creation effects of removing these
constraints, and to identify the specific conditions and activities necessary for the private
sector to generate jobs.*

In Britain, the Prince’s Trust Enterprise Programme is for people who have a business idea
they want help to explore, are aged 18-30, unemployed or working less than 16 hours per
week. Services provided include; advice on employment options, business skills training,
business planning support, start-up loan funding, ongoing support from a volunteer business
mentor, access to specialist support, including free legal services and, if one wants to start a
business, access to a wide range of free and discounted products and services.*

"Through these programs, youths have managed to start and sustain viable businesses, and
attain financial independence and stability. Kenya needs long term strategies to enable youth
access more rewarding and productive work. There is also a tendency to treat youth as a
homogeneous group, which could end up isolating some young people who cannot fulfill
YEDF requirements such as business plan development, a registered group and an existing
bank account. The rules should be more flexible and needs-based in order to benefit some of
the needy and illiterate youth who require more rigorous training and support to succeed."
"The value chain framework (VCF) is one of the most powerful analysis tools for strategic
planning. A value chain is a sequence of activities to design, produce and provide a good or a
service. Firms can achieve above average performance by focusing on redeployment of
resources towards strengthening the weakest links in the chain. While most value chain
implications have been drawn for corporate strategy, they have also been employed in the
developmental sector as a means of identifying poverty reduction strategies by upgrading
along the value chain."®

"The research study has shown that there should be Access to affordable financing. This is
perceived as one of the biggest impediments for younger people to start their own business
(Greene 2005, Blanch flower and Oswald 1999, Llisterri et al. 2006, Blokker and Dallago
2008, Owualah 1999). Likewise the entrepreneurship education in the form of a transmission
of modified knowledge and entrepreneurial skills through formal and informal education. If
entrepreneurial and enterprising behavior among young people is to emerge, more focus must

% ibid

% ibid

32The Prince's Trust (2012, March). Helping Change Young Lives. Retrieved from http:/www.pricetrust.org.uk
3 Oduol, S. (2013). Effect of the Youth Enterprise Development Fund on Youth Enterprises in Kenya.
International Journal of Advances in Management and Economics Jan.-Feb. 2013 | Vol.2 | Issue 1|PP.111-116.
Retrieved from http:// www.managementjournal.info

* Mitchell, J., Coles, C., & Keane, J. (2009). Upgrading along value chains: Strategies for poverty reduction in
Latin America. London: COPLA Global - Overseas Development Institute.
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be put on entrepreneurship education (Blokker and Dallago 2008) and methodologies that
encourage ‘learning by doing’ and ‘just in time learning’ (Gibb, A. 2002; 2006). Thus
entrepreneurship education is not only a means to foster Youth Entrepreneurship but at the
same time to equip young people with entrepreneurial attitude and skills (Schoof, 2006).
Nafukho (1998) highlight the need for entrepreneurship education in many African countries.
Other studies corroborate these findings for other countries. Enabling environments for youth
entrepreneurship, which is mentioned repeatedly by many authors around the world (Llisterri
et al. (2006); Capaldo (1997);Nafukho, (1998); Owualah S.1. (1999) who suggest that a more
conducive environment to entrepreneurship fosters the creation of young business people.
Similarly, another bulk of authors assessed the impact of administrative and regulatory
burdens on youth entreprencurship. For example, Nasser (2003) points out that South Africa’s
instituti03r51al and regulatory frameworks prevent entrepreneurial creativity among young
people.”

"Many government officials, donor agency personnel, and commercial bankers think that
financial services for the poor cannot be provided without subsidies. This is based on the
belief that: it is both impossible and immoral to make money lending to microenterprises
because of the operational expense, credit risk, and clientele’s low economic status;
microenterprises are not a significant part of the economy, so the potential market is small in
any case; and the poor do not and cannot save, so the mobilization of small-scale savings is
not viable. They perceive microfinance not as a business with potentially large profits, but
rather, as a form of community service. They feel that it is the moral obligation of banks to
lend to microenterprises below cost, and that it is the social duty of the public sector to help
finance microenterprises. Consequently, these microfinance programs are not sustainable, and
are terminated when their financial losses exceed their political and social gains."*

3. Public Private Financing: A Multiplier Effect

Fair financial system can deliberate employment opportunity in the country which is very
sustainable development of any country. Disseminate the public fund (government financing)
through bank and financial institutions to young business are more fruitful to government as
well banking sector and young entrepreneur too. Because it provides the access of finance to
youth, more business to bank and financial institutions, employment opportunity for job
seeker, financial and economic stability for government. Therefore, the public private
financing model addresses the issues of youth, issues of government by creating employment
opportunities, issues of banks and financial institutions by mobilizing deposits, and plays a
role of multiplier.

3.1. Concept of Public Private Financing

In this public private financing model replace the existing financing model adding the
government financing in existing financing model. This public private financing model can
help the government to finance to young business and young business to get finance from
government which will solve the problem of lack of finance.

Existing financing model has two alternatives one is; financing from bank and owner, other is;
including public financing (government grant and subsidy). In public private financing; public
financing including government loan and donor agency loan like World Bank, IFC etc., and
private financing including owner financing and private bank financing. In this public private

®Simpson, J. & Christensen, J. D. Youth Entrepreneurship & the ILO. Retrieved from
http://www.ilo.org/empent/Publications
**Rosengard ,J. K.(2004). Banking on Social Entrepreneurship: The commercialization of Microfinance, Mondes

en Développement 32(2), p. 25-36.
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financing assuming that public financing is loan from public sector instead of grant and
subsidy. This will repay on the basis of term to maturity.

3.1.1. Working modality of Public Private Financing
Figure 1: Existing financing model showing total investment including owner financing and
bank financing.

Total Investment
$ 1 million

Equity Financing (40%) Bank Flnagﬁg]ngci g%())% of total
UL $ 600,000

In existing financing model, if BFIs finance sixty percent out of total investment, the total
investment will be $ 1 million if young entrepreneur has $400,000. Because of normal
banking lending policy require forty percent margin on total financing. And total

capitalization is just only $ 1 million.

Figure 2: Public private financing model showing total investment including public financing,
bank financing and owner financing.

Total
Investment
$ 2 million
]
] ]
Public Private
financing Financing
$ 400,000 $ 16,00,000
] |
] ] | ]
Government :ggr?élnegs Bank Financing Owner Financing
Financing Financing $12,00,000 $ 400,000

In existing financing model, if BFIs finance sixty percent out of total investment, the total
investment will be $ 1 million if young entrepreneur has $400,000. Instead of existing
financing model, public private financing model will capitalize of investment to $2 million if
young entrepreneur invest same $400,000. The result becomes that, if government finance by
$400,000, the investment in youth venture will double i.e. one million to two million. It plays
the multiplier effect. This provides financial access to youth, creates SMEs, and employment

opportunities.
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3.1.2. Public private financing as a multiplier
In long term, this financing model boosts the economic condition of the country. Just only on
next five years, the market will capitalize by 4.1 million dollars of this business which support
to create employment opportunities, access to finance, provide direct and indirect tax promote
export and so on. This following table explains the role of public financing to capitalization of
investment.

Table 1: Capitalization of investment during 5 years in both models

Financing/ Years | 1] 2 | 3] 4| 5

Financing into young business without government grant and financing

Public Financing
Equity Financing 400000 480000 576000 691200 829440
Bank Financing 600000 720000 864000 | 1036800 1244160
1000000 1200000 1440000 | 1728000 2073600
Financing into young business with government financing
Public Financing 400000 480000 576000 691200 829440
Equity Financing 400000 480000 576000 691200 829440
Bank Financing 1200000 1440000 1728000 | 2073600 2488320
2000000 2400000 2880000 | 3456000 4147200
Fundamental
Multiplier, K 2.5 2.5 2.5 2.5 2.5
Real Multiplier, K* 2.5 3 3.6 4.32 5.184
ATI
Al
., ATI
~ ANI
Where,

A TI = Total Investment in PPF model — total investment in existing model
Al = Total investment made by public sector in PPF model — total investment made
by public sector in existing financing model
ANI = Change in Net Investment
= AI - repayment collection of previous years financing = $ 400,000 each year
It has to discuss the major assumptions of public private financing before prove the multiplier
effect of public finance into young entrepreneurship. The major assumptions are:
I Private bank finance sixty percent out of total investment. Rest of the investment
will finance by entrepreneur and public sector.
ii. Public finance will repay in 5 years tenure on equal installment basis by owner.
iii. Public loan disbursement through banks and financial institutions. It minimizes
government and public sector low supervision and monitoring.
iv. Re-investment of business firm is twenty percent on equity each year.
V. Higher the percentage investment made by public sector out of the total investment
is higher the multiplier of investment and vice versa.
From the above market capitalization table, total market capitalized $ 1 million to $ 2.0736
million and $ 1 million to $4.1472 million in existing financing model and public private
financing model respectively. The impact of PPF model doubles the total investment each
year and multiplier of government financing is 2.5 times in fundamental multiplier concept.
That is, if public financing becomes $ 1, the effect in total investment will be $ 2.5. It creates
SMEs, employment opportunities, sustains economic growth, easier to maintain balance of
payments, reduces inequality, provides financial access to youth; in a one basket it foster
overall economic development.

151



10th International Scientific Conference on Economic and Social Development — Miami, 25th September 2015

Both cases, fundamental multiplier and real multiplier; real public financing from public
sector is only $ 400,000. But the question can arise that the investment in every following
year is greater than previous year which is higher than $400,000. The additional amount is
investment made from loan recovery of previous year's investment. So that, public sector
investment is made only $400,000 each from public sector treasury. Therefore, net investment
each year is only $400,000. In this, real multiplier of public sector financing is increasing
ratio each year.

4. CONCLUSION
This public private financing model will help to incorporate a practice or involvement proven
to be effective within the routine activities of public and private financing by transforming the
multiplier as an instrumental, conceptual, and persuasion.
Therefore, this model is focusing on the impact of financing on self-employment creation,
growth, job creation and decline. The specific expected result can conclude point wise as
follows:
a. There is a positive relationship between access to finance and the number of start-up
enterprises, growth and job creation.
b. Access to formal financial sources (Public-Private) allows companies to make larger
investments in capital, new technologies, research, and innovation.
c. This access also provides businesses with liquidity, improves their risk management,
innovation, and allows them to acquire productive assets.
d. Access to finance also has indirect employment effects in the supply and distribution
chains of the borrowers.
e. It helps to increase the business of BFIs, reduce the financial burden of public sector

increasing financing option instead of grant and subsidy.
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ABSTRACT
Trade is an engine of economic development. The establishment of W.T.O. is an important
landmark in the history of international trade. When developing countries were liberalizing
their economics, they felt the need for better export opportunities. The W.T.O. provides
opportunities for countries to grow and realize their export potentials, with appropriate
domestic policies in place. Following macro economic reforms introduced in the Indian
economy in the early 1990s, and the reforms in the multilateral trading order brought about
in the wake of GATT negotiations and setting up of WTO, the Indian agriculture has entered
in to the phase of globalization and diversification. It is expected that the combined effect of
the reforms in the domestic policies and international trade reforms would result in much
larger integration of the Indian economy with the rest of the world, and such a scenario
would bring about substantial benefits to the Indian farmers. The reforms undertaken so far
have however failed to bring about the expected gains to Indian farmers. The process of
reforms is still continuing and it is hoped that once the negotiations on reforms conclude and
the envisaged reforms are implemented in letter and spirit, the gains to Indian agriculture
would be positive and substantial.
The present study has been undertaken to study the impact of globalization on India's export
and import of agricultural commodities.
Keywords: Agricultural trade, Reforms, WTO.

1. INTRODUCTION

India agriculture in the past six decades, after the country got independence from British rule
has passed through various phases and stages of growth and development. Agricultural output
during this period has grown at a rate of 2.5 to 3percentage per annum which is more than
double than the overall rate recorded in the first half of the century (Vaidyanathan, 1996). It
has been more than a decade since the WTO Agreement on Agriculture came into effect on 1°
January 1995. This appears to be a reasonably long period to know and understand the
implications and nature of liberalized trade regime being promoted under the auspices of
WTO. Further, it has now become clear that WTO regime of multilateral trade is going to stay
and this regime would not be rolled back or revered. However, its agreements can definitely
ne modified and changed through consensus and negotiations, to accommodate the major
concerns of member countries. In order to effectively operate in the WTO oriented
environment, India should (a) carefully identify the issues of its interest in the global trade (b)
strongly push this agenda in the negotiations of WTO and (c) implementing appropriate
domestic policies and strategies that improve competitiveness of Indian agriculture.

There is lot of concern about the impact of trade and other reforms followed since 1991 on the
overall health of the agricultural sector. This paper is an attempt to analyze and understand
some implications of these policies.
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2. OBJECTIVES AND METHODOLOGY
The study has been conducted with the following objectives:
1. To analyze the direction and trends in exports and imports of agricultural commodities

in India, in the post liberalization period.
2. To evaluate the impact of globalization on exports and imports of agricultural
commodities in India.

Techniques like index numbers, coefficient of variation, were employed for the analysis of
data.

The post reform period has been divided into two segments - pre WTO and WTO, i.e. 1991-
95 and 1995-2010. In the first sub period following 1991, terms of trade became highly
favourable to agriculture sector. After 1995, under its commitments to WTO, India had to
remove quantity restriction (QRs) and liberalize imports. As after 1997 international prices
started falling, that started putting downward pressure on domestic prices of most of
agricultural commodities. Thus the second sub period during reforms did not remain
favourable to agriculture unlike the first phase during 1991 to 1996.

The coefficient of variations (CV) was used to know the variation in imports and exports over

the years.
. L Standard deviati
Coefficient of variation = =— a;[ea‘:"a 28 % 100

The index numbers were calculated on the chain base method so as to account for the changes
in the export and import of agricultural commaodities. The base year for calculating index
numbers has been taken as the average of 3 years viz., 1990-91, 1991-92 and 1992-93 (TE
1992-93) for pre WTO period and 1995-96, 1996-97, 1997-98 (TE 1997-98) for post WTO

period.
The index numbers where calculated by the formula
| = Xi X100
T Xo

Where Xi = Value of export/import of agricultural commodities in current year.
Xo = Value of export/import of agricultural commodities in base year

3. LITERATURE REVIEW

Trade liberalization primarily causes changes in producer and consumer surplus and the net
effects of this liberalization depend on which of the two effects is stronger. Several
researchers have attempted to quantify the effects of trade liberalization. The available results
point to mixed evidence of the effects of trade liberalization. A study by Ramesh Chand
(1991) attempted to quantify the impact of globalization of agriculture on producer surplus,
consumer surplus and net social welfare in the case of four crops, namely, paddy (rice) maize,
chickpea and rapeseed-mustard. The study concluded that in the case of studied crops, free
trade is likely to have sharp positive impact on net return from production of exportables like
maize and rice, whereas, it is likely to have small negative impact on net return from the
importables like rapeseed-mustard. In rice where level of input subsidy is high, free trade
would not be sufficient to counter the adverse impact on income due to withdrawal of
subsidies.

In some products, such as edible oils, international prices on account of subsidies have
consistently been lower than domestic prices. Analysts addressing this issue have shown that
Indian edible oils do not compete well with imports in domestic market. (Gulati and Sharma,
1998).

Comparing the ration of domestic and international prices of oilseeds and oil, Chand (2002)
shows that oilseed production, particularly in rapeseed-mustard and soybean, is fairly
competitive. In the case of pulses, Sathe and Agarwal 2004 examined the issues related to the
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opening up of the Indian pulses sector. The study shows that pulses (lentils) imports have not
augmented supply to such an extent that there would be a strong, negative relationship
between prices and imports of pulses. Though the import duties on pulses have been generally
low the result of our import regime has been such that it has not depressed prices in a
substantial way.

Anderson 2003 has projected that a complete global liberalization of agricultural trade
(including the removal of massive agricultural protection by OECD countries) would have the
effect of increasing net annual exports of agricultural and food products by US$2.7 billion
from India: a 40 percentage rise over the current level of agricultural exports.

4. DISCUSSION

India has been both an importer and exporter of agricultural commodities for a very long time.
India’s agricultural exports after growing at a rate of only 0.78 percentage per annum during
the period from 1961 to 1971 registered a steep hike during the period 1971 to 1981 and
increased at an annual average growth rate of 18.36 percentage. During the decade of 1980s
the growth rate of exports again plummeted to 2.24 percentage per annum. The economic
liberalization and trade reforms introduced in 1991, helped India accelerate the growth rate of
exports to 7.42 percentage per annum (Bhalla 2004).

While during the first half of the 1990s India’s agricultural exports performed extremely well,
however since 195-96 these have shown extreme fluctuations. Although the World Trade
Organization (WTO) Agreement on Agriculture in 1995 was expected to improve India’s
agricultural exports, this does not seem to have happened. There have been some signs of a
turnaround during 2002-03. Bhalla (2004) however, opines that this sudden surge in Indian
exports has to some extent been the result of the existence of large stocks and transport
subsidy made available to exporters.

Examined from another angle, the share of agricultural exports, which constituted more than
30 percentage of the total exports from the country during 1970-71 and 1980-81, have of late
been declining consistently, more so in recent years. The declining trend is more noticeable in
the post liberalization and post WTO periods. In 1990-91, agricultural exports constituted
about 18percentage of the total exports which in 2000-01 went down to 14 percentage. In
2003-04 agricultural exports constituted only 12.4 percentage of all exports as shown in table
2.

Table 1: Share of agricultural exports and imports

Year Agricult- Total % Agriculture Total (Value in
ure National Agriculture Exports National | Rupees Crore)
Imports Imports Imports to Exports % Agriculture
Total Exports to
National Total National
Imports Exports
1 2 3 4 5 6 7
1990-91 1205.86 43170.82 2.79 6012.76 | 32527.28 18.49
1991-92 1478.27 47850.84 3.09 7838.04 | 44041.81 17.80
1992-93 2876.25 63374.52 4.54 9040.30 | 53688.26 16.84
1993-94 2327.33 73101.01 3.18 12586.55 | 69748.85 18.05
1994-95 5937.21 89970.70 6.60 13222.76 | 82673.40 15.99
1995-96 5890.10 | 122678.14 4.80 20397.74 | 106353.35 19.18
1996-97 6612.60 | 138919.88 4.76 24161.29 | 118817.32 20.33
1997-98 8784.19 | 154176.29 5.70 24832.45 | 130100.64 19.09
1998-99 | 14566.48 | 178331.69 8.17 25510.64 | 139751.77 18.25
1999-00 | 16066.73 | 215528.53 7.45 25313.66 | 159095.20 15.91
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2000-01 | 12086.23 | 228306.64 5.29 28657.37 | 201356.45 14.23
2001-02 | 16256.61 | 245199.72 6.63 29728.61 | 209017.97 14.22
2002-03 | 17608.83 | 297205.87 5.92 34653.94 | 255137.28 13.58
2003-04 | 21972.68 | 359107.66 6.12 37266.52 | 293366.75 12.70
2004-05 | 22811.84 | 501064.54 4.55 41602.65 | 375339.53 11.08
2005-06 | 21499.22 | 660408.90 3.26 49216.96 | 456417.86 10.78
2006-07 | 29637.86 | 840506.31 3.53 62411.42 | 571779.28 10.92
2007-08 | 29906.24 | 1012311.70 2.95 79039.72 | 655863.52 12.05
2008-09 | 37183.03 | 1374435.55 2.71 85951.67 | 840755.06 10.22
2009-10 | 59367.62 | 1356468.65 4.38 89522.59 | 845125.21 10.59

Sources: Director General of Commercial Intelligence & Statistics, Ministry of Commerce,
Kolkata, 2010.

Although the relative share of agriculture in total exports has been falling over time and is
also lower than that of some other developing countries, the share of agricultural products in
total export earnings is still substantial. The declining share of agricultural exports in total
exports is explained primarily in terms of the relatively faster growth in the volume of
merchandise exports, but it appears that there are other and more fundamental reasons which
underlie the sluggishness of agri-exports from India.

The slow down in Indian exports since mid-1990s as shown with the help of chain index
numbers in table 2(a) and table 2(b), can also be attributed to al slow down in international
trade in the latter half of the 1990s. A complementary factor for rapid growth of agricultural
products during the early 1990s was the high prices of agricultural commaodities prevailing in
the international markets during that period and steep devaluation of the Indian rupee. The
deceleration in growth after mid-1990s was also on account of the fall in international prices
for most of the commodities and simultaneous steep increase in domestic administrative
prices making Indian products noncompetitive.

Table 2(a): Index number of India’s imports and exports of agricultural commodities (pre

WTO period)
S.No. Year Imports* Exports**

1. 1990-91 65.05 78.80
2 1991-92 79.75 102.72
3. 1992-93 155.18 118.47
4, 1993-94 125.56 164.95
5 1994-95 320.33 173.29

C.V (%) 43.33 28.39

* Calculated, ** Calculated.

Table 2(b): Index numbers of India’s imports and exports of agricultural commodities (p