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Abstract

This research mainly focussed on analysing Performance Management System (PMS) and its linkage to
the motivational level of employees at the Ministry of Finance and Economic Development (MOFED).
A survey was carried out using the convenience sampling technique to grasp the views of the
employees. 110 questionnaires received out
out of 200 distributed indicated that the main elements of the
PMS process namely regular feedback, communication and training, which are motivating elements for
employees, were missing in the organisation, that is, most of the employees were not motivated by
b this
system. Thus, the recommendations, namely to market the concept of PMS, improve communication
strategy and feedback strategy, encourage employee participation and recognition, linking PMS to pay
and training and have a supporting management promoting
promoting organisational learning, were made to the
top management.
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R.P.Gunputh, E. et al.
The Linkage between Performance Management System and Motivational Level of Employees-A Case Study at
the Ministry of Finance and Economic Development

1. Problem Statement
As from 2012, all Ministries had adopted PMS to assess the performance of the
employees. PMS was a replacement of the 1963 Annual Confidential Report (ACR) which
had become obsolete. However, there is no evidence if the objectives behind the
implementation of PMS are being met, most particularly whether PMS is a catalyst for
employees to work more efficiently. The main purpose of this research is to explore the
implementation of PMS at MOFED and to assess whether there is a linkage between PMS
and motivational level of employees. The study was broken down into more detailed
objectives, which are as follows:
Todescribe the PMS currently adopted by the MOFED.
To analyse whether employees at MOFED have an understanding of what is PMS.
To investigate whether or not employees understand the process and objectives of
PMS.
To investigate to what extent PMS has really helped to enhance performance of
employees.
To examine the problems faced by MOFED in using PMS.
To gauge the intentions of employees to use the current PMS to manage their
performance.
To assess employees‟ motivation level at MOFED before and after the
implementation of PMS.
The following research hypothesis was formulated for analysis to evaluate employee’s
opinion on the linkage between PMS and motivational level of employees.
H0:
H1:

PMS is linked with the motivational level of employees
PMS is not linked with the motivational level of employees

2. Literature Review

Page

The performance targets of employees;
How the employee’s job description is aligned to the organisational objectives;
Measurement of performance in terms of measurable outputs, accountabilities and
training targets;
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PM may be defined as a process of managing and developing performance of employees
in an organisation. It is a continuous process through which managers and employees agree
on a plan of goals and objectives within an agreed timeframe and the employees are assessed
based on those factors at the end of the timeframe. Through PMS, the fortes and weaknesses
of the employees are identified, observed, measured, noted and developed, thus instilling a
motivating climate for the latter. Thus, as stated by Armstrong (2010), PMS is a process
through which the employees and organisation are made aware of each other’s expectations
and incorporate issues such as:

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2017, 6(12): 123 - 140

A partnership between the supervisor/appraiser and employee/appraise to create,
sustain and improve existing employee performance;
Linking performance to pay;
Identifying training and development opportunities for the employee; and
Spotting and eliminating obstacles to performance.
The main elements of the PMS process can be summarised as follows:
Table 1: Elements of Performance Management System

Elements

Characteristics/purpose

Mission Statement

Defines and communicates the purpose of the organisation

Strategies and objectives

Provides clear guidance on the future conduct and performance decreed to
accomplish the mission of the organisation
Conveys how the organisation confronts issues and problems

Values Statement
Identification of critical success
factors
Performance indicators
Performance reviews

Also known as Key Result Areas (KRA)
Communicates the factors which contribute to successful performance
links critical success factors and the final results to be appraised
The critical
Appraises the performance and competencies of the individual employee

Pay reviews

Links reward to performance (merit pay, individual bonuses or allowances)

Performance improvement

Improves performance of employees through training, career development,
coaching and counselling

Adapted from: Sparrow & Hiltrop; European Human Resource Management in Transition (1994), p. 56
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According to HRDC (2010), the public sector is a fragment of economic and
administrative life, indulging in a large array of activities from collection of tax revenues,
delivery of energy to businesses and private households to the delivery of goods and services
by and for the Government at national, regional and local level. The basic motive of the
public sector is to maximise welfare of the population rather than making profit (United
Nations, 2008). Unfortunately, Governments are often criticised for their poor quality service
and cumbersome procedures and are often termed as “lame duck” or “white elephant” for
their lethargies.
To morph the opinions of the public, Governments have indulged in public reform
during the last 10 years. The New Public Management (NPM) has become the principal
philosophy of the public reform (Ploom and Haldma, 2013), encouraging Governments to
adopt private sector management techniques such as decentralisation, competition,
accountability and PM (Fryer, Anthony and Ogden, 2009).
The Mauritian Civil service began in French Colonial rule (1715 –1810), by founding
a Provincial Council (HRDC, 2009). As at May 2016, nearly 85000 people are employed in
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3. Managing performance in the public sector and the evolution of PMS
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the Civil Service (Budget Speech, 2016). Consequently, inspired by NPM, reports of the
PRB, which undertakes a general pay review and conditions of service for the public sector
once every five years, started harping on the need to review performance regularly. The PRB
1987 accentuates on an improved appraisal system as the ACR had become obsolete (Jannoo,
2013). In 1994, the Ministry of Civil Service and Administrative Reforms (MCSAR)
introduced PMS in four Ministries as pilot basis. However in 1998, the project failed as the
employees were averse to the new concept (Ramgutty-Wong, 2014). The notion of PMS
reappeared in 2001 when MCSAR developed a three-year strategy (2001-2003) to modernise
the public service and the plan included the introduction of results-oriented PMS.
PRB 2003 ratified the framework of PMS and put MCSAR as the coordinating
ministry responsible for pioneering the project in the public service. In 2006, PMS was
implemented as pilot testing in 3 departments and was gradually extended to other
departments and ministries (Janoo, 2013).
PRB 2008 again highlighted on the role of PMS to improve individual as well as
organisational efficiency and effectiveness. As the report hinted on dissatisfaction and
demotivation among the diligent public officers as their efforts were neither recognised nor
awarded, it proposed incorporating Performance Related Pay (PRP) as an element of PMS so
as to enhance motivational level in the public sector. It also proposed the weeding out of
ACR and adoption of PMS as from January 2012.
PRB 2013 elaborated on development focus of PMS to attract, motivate and retain
employees and emphasized on the use of the PM Report for promotion exercises. It also
recommended Electronic Performance Management (EPM) instead of the traditional paperbased system for the easy calculation and analysis of data and better storage of the
information. This reveals the strong belief of the Government that PMS is an effective tool to
be able to create an efficient Public Sector and to attract, motivate and retain people.
PRB 2016 further elaborated on the purpose and objectives of PMS. The main
objective is to boost both individual and organisational performance. Other objectives
include:
identifying training and development needs;
allowing for succession planning;
addressing issues of underperformance;
aligning employee’s objective to the objectives of the organisation; and
Fostering good relations between appraisers and appraises.
Thus, it can be stated that Mauritian Public Sector relies heavily on effective PMS to mould
employee attitudes and increase employee performance engagement.
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Motivation is a sine qua non factor for the success and long term running of any
organisation.
Abonam (2011) stated that a motivated workforce lead to effective performance of the
organisation. A research report done by Employees Direct revealed that employee motivation
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leads to increased productivity and profitability (Michie, Oughton and Bennion. 2002). A
motivated organisation leads to cost reductions (Urichuck, 2002, cited in Jasmi, 2012). When
employees are satisfied, they perform efficiently, thus curtailing employee turnover.
Conversely, an organisation is exposed to difficulties when it has low motivated
employees as the latter are unprepared to slave themselves for the organisation (Deci and
Ryan, 1985, cited in Jasmi, 2012). One myth associated with public sector employees is that
they underwork but are overpaid (Le Mauricien, 2016). It is often assumed that public
servants are often difficult to motivate as their main concern is to have job security. However,
Biget (2012) emphasized that motivation at work is an important variable for organisational
performance in private, public as well as non-profit
profit sectors. In Mauritius, the PRB reports
have always accentuated on improving the motivation level of public employees.

5. Linkage between PMS and motivation
Goal setting theory
In his article “Towards a Theory of Task Motivation and Incentives”, Locke
demonstrated that people perform better when they are working towards specific goals
(Kagaari, Munene and Ntayi, 2010). According to Lathan and Locke (1979, cited in
Armstrong 2010), there are four mechanisms that link goals to end results:
resul
1. Goals give direction to employees on which work to prioritise.
2. Goals motivate employees to put more effort.
3. Goals encourage people to tap on their skills and knowledge so as to succeed.
4. Challenging goals induce the workers to make full use of their skills.
skills.
Armstrong (2009) upholds that establishing objectives and goals on the performance
agreement against which the employee will be assessed motivates employees to work hard
and be diligent at the work place.
Goals should be ‘SMART
SMART’, that is, they should be specific, measurable, attainable,
realistic and time-bound.
bound. According to Lenenburg (2011), employees are more enthusiastic
to work when goals are specific and challenging and are linked to feedback.

• Specific/Simple
Clear, unambiguous and easy to understand

M

• Measurable
There is no point setting a target for which success cannot be gauged. They should refer to
specific measures

A

• Agreed/Achievable
Goals must be specific and realistically achievable. There should be a “stretch” element to them
(requiring effort and commitment without being out of reach)

R

• Realistic
Objectives must be relevant to those who will be required to meet them; staff must have enough
control over their work to be able to meet their targets.

T

• Time-based
There should be a set timescale for achieving a target; open-ended
open ended targets may not encourage
focused effort on improving performance

E

• Enhancing
Great objectives enhance growth. For example objectives should allow employees to be fully or
partially engaged in new areas of work or in work requiring new skills and tools

R

• Reviewed
Reviewing performance objectives regularly ensure continuous relevance and understanding.
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Figure 1: SMARTER Goals
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Adapted from: PRB (2013) p. 58

Specific goals increase motivation, thus leading to reduction in absenteeism and lateness as
well as increase in turnover (Locke & Latham, 2002, cited in Lunenburg, 2011).
In Mauritius, the PRB report 2013 (p.58) mentioned that the objectives under the
performance agreement should be ‘SMARTER’.
Control theory
Control theory focuses on the use of feedback to shape the behaviour of the
employees (Armstrong. 2010). Feedback is an important element of PMS. When objectives
are set, the performance of the employees is reviewed and feedback is given to either make
the employee perform better or motivate him to continue working hard. When supervisors
give feedback to their subordinates on a more regular basis, the employees become more
energized (Ammons, 1956; Ilgen et al., 1979, cited in Klein 1989).
Extrinsic and Intrinsic motivation
Extrinsic motivation is in the form of either reward, such as praise, incentives,
increases in pay and promotion or punishment in the form of disciplinary action withholding
pay or criticism. Intrinsic motivation are self -generated factors that affect people’s behaviour
and can arise when workers feel that their work gives them a reasonable level of autonomy,
opportunities to use and develop their skills and abilities and to reach a higher level
(Armstrong, 2009). According to Whately (2004), a person is motivated when he has both
intrinsic and extrinsic stake in an organisation’s success.
PMS and Psychological contract
PMS has an important role to play in developing a positive psychological contract
(Armstrong and Baron, 2006). “A psychological contract is the unwritten expectations
between employers and workers about their work" (Armstrong, 2010). PMS creates the
framework in which the psychological contract is determined; objectives are set and
performance is evaluated (Newaz, 2012). The positive psychological contract leads to higher
satisfaction, higher commitment, and better employee relations (Armstrong, 2010).
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Many people believe that they should work in the public sector so as to benefit from
job security (Le Mauricien, 2016). However, job security is not the only factor which people
seek when hunting for jobs. An appropriate reward system must also exist to enhance the
motivation and morale of the public servants.
Organisations are adopting performance based rewards so as to be more competitive.
PM and rewards play vital roles in justifying the conflict of interest between the employer
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and workers. To be effective, PMS is linked to compensation or rewards. However, it should
be considered as an on-going process and not be limited to only annual pay.

6. Findings and Conclusion on empirical studies
Findings
PMS is viewed as a tool whereby employees develop and achieve high standards of
performance through the assistance and guidance of their managers. There is no iota of doubt
that PMS brings along in its trail a manifold of advantages, be it at organisational,
management or individual level and that all these benefits contribute in developing a
motivating culture within the organisation. PMS aligns corporate and individual objectives,
provides for continuous improvement and development, improves training and development
processes and helps to retain employees in the organisation.
However, PMS have certain limitations. Self-esteem may be lowered and
relationships are damaged (Aguinis, 2005). According to Armstrong & Baron (1995), some
employees are dissatisfied with performance rating system and there is an absence of clear
indices of measurement. They also found that managers are unreceptive towards PMS and
dislike form-filling. PMS is considered as only a bureaucratic task or waste of time
(Armstrong, 2010).There are problems of inaccuracy, manipulation and counter-productivity
linked with performance appraisal (Gabris and Ihrke, 2000, cited by Hanley and Nguyen,
2005). Some employees might consider PMS as a sword of Damocles hanging over their
head as they might feel that by refusing a personal work of their appraiser, their ratings might
be affected.
In the Mauritian public sector, in an article in Le Mauricien (2016), it was stated that
no mid-term assessment is carried out, that means, the employer does not tell the employee of
his performance and in which area he should focus more and also that the public employees
are frustrated due to the presence of biasness. The article also included the views of the
President of the Ministry of Health Employees Union, who stated PMS is an oppressive
system which has been created against the will of the employees; employees are unaware of
such a system and nothing has been done to enhance their awareness. He also believes that it
is unfair to emphasize on money in order to create motivation.
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This research includes exploratory research as PMS is explored in detail to have an
insight about the concept, its elements, benefits and drawbacks. It also includes explanatory
research as the research is identifying key variables, their relationships and their potential
linkages, that is, the link between PMS and motivation level of employees.
The research study can be classified into primary and secondary data. The primary
data are fresh data collected for the first time (Kothary, 2004). Here, primary data was
obtained through the administration of a survey to gather data and information from the
MOFED employees. Secondary data relates to data that has been collected and analysed by
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someone else for other purposes (Kothary, 2004). In this study, secondary data was collected
from journals articles, newspaper articles, textbooks, reports, government publications and
internet items which helped to write the literature review, methodology and
recommendations.
Furthermore, this study includes both types of research methods: qualitative method
and quantitative method. Qualitative research was used so as to gain an in-depth
understanding of the theories and quantitative research was carried out to find the number or
percentage of employees who are satisfied and motivated with the present PMS.
The research instrument used was self-administered questionnaires. The questionnaire
consists of 34 questions and divided into 4 sections; Background and Employment
Information, Conditions of work and motivation of employees, Performance management
system aspects and Performance management and motivational level of employees. It
consists of multiple choice questions, close-ended questions, dichotomous questions and
likert scales. There was also an open-ended question so as to obtain additional information
from the respondents. The wordings of the questions were kept short and simple so as not to
confuse the respondents. Questions were kept short and the flow was in a logical manner. A
covering letter was attached to enlighten the respondents the objectives of the survey and also
to ensure confidentiality. Each question was based on the factors discussed in the literature
review.
For this study, the survey targeted only the employees of MOFED, which amounts to
273 employees as at June 2016. As the entire population is time consuming and costly,
convenience sampling was used. Thus, out of the 273 employees, 200 were chosen as sample.
SPSS software and Microsoft Excel have been used to compute and analyse the data.
Diagrams, charts and graphs are used to illustrate the results of each question.
The study had certain limitations namely it was time consuming to distribute and collect the
questionnaires and a low response rate as 110 out of 200 employees have responded to the
questionnaires.
Ethical consideration was also undertaken for this study. The consent of the HR
Manager was sought before the distribution of questionnaire to the MOFED employees. Each
respondent was made aware of the objectives of the study and was assured for their
anonymity. Undertakings were made for non-disclosure of sensitive information with the HR
Manager. Final copy of the dissertation will be made available to the Documentation Section
for reference for MOFED employees.
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The first part of the questionnaire was on demographic data. 110 questionnaires were
received out of 200 distributed. Out of the 110, most of the respondents were under 30 years
and were mainly female. 58.18% were married while the remaining was single. The majority
were from lower level management, had service of less than 5 years and were diploma/degree
graduates.
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Page

The majority believed that PMS is the regular monitoring of performance. Also, a
majority can be seen agreeing to the statement that PMS includes mid-term assessment to
assess employee performance and final performance appraisal to discuss and rate the
employee’s performance. What seems odd is that only 63 out of 110 employees (56.9%) find
that PMS involves the setting up of objectives. The first step of PMS is that the supervisor
and employee agree on a set of goals and objectives on which the latter will be assessed. It is
vital for both parties to set mutual objectives first.
For PMS to work efficiently & to motivate employees, some factors must be present;
mutually decided goals between the supervisor and the employees, SMARTER goal and
regular feedback. According to the findings, the majority of respondents agreed that goals are
SMART but denied that goals are reviewed regularly or that they enhance growth of
employees. People are motivated to work hard when there is self-development. Also,
employees like to be appreciated for their hard work and feedback encourages them to
perform better. But when asked whether they receive feedback on the progress toward goals
set, 19.1% stated that they received feedback continuously. 41.8 % received at times while
the rest did not receive at all. Also, only 56.36% received feedback on their strengths and
weakness at the end of the performance appraisal. It should be pointed out that PMS process
is futile if employees do not receive feedback. It is only when an employee is informed of his
strengths and weaknesses that he will be able to correct himself and develop his capabilities
further.
According to the employees, their supervisors were biased and/or PMS was not being
carried out at proper time. They would prefer the top management or the HR to monitor the
process.
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The respondents were asked on how they would define PMS. Their response is
summarised below.
Figure 2: Definition of ‘PMS’
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The employees were also asked on their opinion on reward and promotion.
Figure 3: Opinion on reward and performance

Promotion
should
be
related
to
performance and not to years of service

Strongly
disagree

PMS should be related to pay

Disagree

Linking rewards to PMS will increase
employee's efficiency
Transfer, demotion, suspensions and
dismissal at your organisation is based…
based
Performance ratings
increments at work

determine

Neutral

your

Agree

Performance ratings helps you to improve
your performance

Strongly agree

0

20

40
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60
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Thus, it can be deduced that most of the employees were aware of the present PMS at
their organisation and they also realised that PMS is not linked to rewards, but rather to a
yearly emolument which every employee is entitled to, irrespective of what grading they
obtain. 54.5% believed that PMS should be linked to rewards, 70% believed that performance
pe
ratings help to improve performance and 61.8% consider that linking rewards to PMS
increases employee’s efficiency. 55% stated that promotion should be related to performance
and not to years of service. Thus, most of the employees were not satisfied
satis
with the
promotion criteria and present reward system.
When asked to evaluate PMS at MOFED, their responses were as follows:
Figure 4: Evaluation of PMS
motivates employees
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The majority agreed that PMS helps to attain the objectives set, develop their potential
and motivates employees. However, for statements such as whether PMS strengthens the
relationship with the supervisor, makes them feel more recognised in the organisation, gives
them a sense of belonging in the organisation, helps to plan their career and improves the
communication between them and the supervisor, they preferred to be neutral. One reason
might be that they have not yet experienced those objectives. Despite PMS has been
implemented since 4 years, it is quite saddening that it has not yet achieved the main
objectives.
The last question was on their suggestions to improve the motivational level of
employees. 20.9% had suggestions which are as follows:
360 degree feedback;
appropriate measures that can clearly measure performance in terms of projects
achieved, time and resources used;
Casual leaves and sick leaves not taken be reimbursed;
Leader to follow- set an example(introducing employee of the month concept, have a
small interview of employee and put it in intranet);
By providing necessary training so as to enhance capacity & growth
Performance bonus to be introduced;
To provide reasonable &constructive feedback to employees; and
To allow employee to rate their appraisers also- 2 way appraisal

9. Results of Hypothesis Testing
The hypothesis that was formulated was tested using Chi Square test. The level of
significance is 5%. Normally, if the results obtained are less than 0.05, the null hypothesis is
rejected.
Ho:
H1:
Step 1:

there is no relationship between PMS and motivational level of employees.
there is a relationship between PMS and motivational level of employees.
Cross Tabulation
Table 2: Cross tabulation-Does PMS motivate employees against gender

Agree

Neutral

Disagree

Strongly
disagree

TOTAL

Male

3.5%

15.5%

15.5%

5.5%

1.8%

41.8%

Female

5.5%

21.8%

19.1%

8.2%

3.6%

58.2%

TOTAL

9.%

37.3%

34.6%

13.7%

5.4%

100%
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Step 2: Chi Square Test
Table 3: Chi square test for hypothesis
Chi-Square Tests
Value
a

df

Asymp. Sig. (2sided)

4

.987

Pearson Chi-Square

.347

Likelihood Ratio

.350

4

.986

Linear-by-Linear
Association

.023

1

.880

N of Valid Cases

110

a. 2 cells (20.0%) have expected count less than 5. The minimum
expected count is 1.51.

The asymptotic significance for the Pearson Chi Square test was 0.987. As it was
above 5%, the null hypothesis is accepted. According to the employees, PMS does not
motivate them.

10. Findings
Based on the findings at MOFED, it can be deduced PMS has not been effectively
implemented at MOFED; it is still lacking behind in communication, providing feedback and
training. It is because of these deficiencies that PMS is unable to motivate the employees.
The employees are aware of what is PMS but are ignorant of the numerous benefits that PMS
brings in its trail. There are several aspects where MOFED has to look into so as to improve
the PMS process and to motivate the employees. High performance comes from motivated
employees and that is why organisations should always strive to keep their workforce
motivated. The major aim to apply private sector practices in the public sector is to motivate
employees to make them work effectively and efficiently so that the organisation can tap on
their abilities to climb the ladder of success. The public sector, especially MOFED should
work on these glitches so as to make PMS effective and efficient, especially in motivating the
employees.

11. Recommendations and conclusion
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According to the survey, a minority of people are not aware of what PMS is and 5%
believe that PMS is not important. PMS is a long journey. Top Management should stay firm
to the strategy, take out time and provide appropriate resources for the success of PMS. It
must also ensure that everyone has an understanding of what PMS is, its process and
objectives. Both the management and employees must join hands together to make PMS
successful in its endeavours.
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Communication strategy
There must be an effective communication strategy for PMS to be effective in
motivating people. There must be open and two way communication where employees can
voice out their opinions. More informal and informative staff meeting can be conducted so as
to encourage employees to voice out their opinion.
Feedback strategy
Feedback is imperative in improving employees’ performance. With effective
feedback process, employees will be motivated and committed and hence be more effective
and efficient in their work.
Employee participation and recognition
Employees should feel that the organisation cares for them. Management can
encourage participatory empowerment of employees through employee suggestion schemes;
in which employee’s opinions are sought in decision- making. It must ensure that the goals
set are SMARTER and can hold meetings to provide guidance and direction for work and
offer hands-on coaching to help employees. Employee involvement leads to employee
ownership and commitment as well as positive response to challenging job tasks.
Furthermore, emphasis can be laid on public recognition of the good and excellent
employees. By doing so, the high performing employees will feel that they are actively
contributing to the well-being of the organisation and this feeling is a major feeling of
motivation. Therefore, management should use tools such as public praise, praise letters,
moral rewards or one-shot responsibilities such as leadership.
Supportive management and organisational learning
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Top management should be committed and supportive to the PMS process. Instead of
being authoritative, they can adopt directive, coaching and participative management style to
motivate employees. They must take initiative for performance improvement and lead by
example to gain credibility. They can use concepts such as ‘Management by walking around’
and employee coaching for employees to feel the commitment of top management and thus
increasing employee’s efficiency.
Counselling will help employees to resolve the obstacles in their performance.
Organisational learning, knowledge sharing, continuous improvement, team working,
employee empowerment and training should be enhanced at the organisations. Also, it should
be ensured that the working environment allows for the employees to work in autonomy and
share authority and responsibility in performance of their duty.
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Linking PMS to pay
Presently, PMS includes no financial or non-financial rewards. This can cause
negative impact on a later stage as PMS may no longer be viewed as a sustained system.
MOFED can approach to the PRB to try to seek remedy for this situation. For instance,
annual increment may be given to those who performance was good and excellent for the
year. Also, recommendations can also be made on linking promotion to performance and not
to years of service.
Training
Training is imperative in PMS and motivation. Management must provide consistent
and coherent training programmes through an evaluation of the needs of employees. Training
must address issues such as transfer of technical skills, knowledge, team dynamics,
interpersonal skills and communication.
EPM
Many countries across the world have adopted PMS on a digital platform, so,
Mauritius can also adopt such a system. As can be seen from the previous chapter, many
employees are unsatisfied with the current PMS. This new system can be the emerging tool
so as to make the employees accountable for their work, make them more effective, makes
work become more interesting; thus ultimately motivating workers to work hard. Feedback
can be aggregated easily; computation and analysis of ratings become easier.
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For an organisation to be effective, it needs the adherence of its employees. It cannot
afford to have less committed people as its workforce. One might deduce that Governments
and its departments do not believe on such principles. However, these tools must be strictly
applied in Government departments. Governments have been labelled at ‘lame ducks’ for
decades. It is time to break the stereotypes and make people believe that Governments and its
officials can not only be effective and efficient, but also be role models for others to follow.
PMS is a prerequisite tool for an organisation to have if it wants to tap human resources fully
and augment success. Indeed, by allowing an employee to feel that his each and every work
has contributed to the success of the organisation is, in itself, a motivating determinant for
employee. However, it should be borne in mind that PMS will be able to motivate employees
only when there is effective communication system across the hierarchy and supportive
management. While employees are stirred by effective PMS, they become discouraged by
the gaps obstructing the efficacy of PMS. Thus, management must pay particular attention to
all the elements of PMS so that these variables have a motivating effect on employees and the
latter are stirred to work harder. The use of PMS to motivate employees is no longer an
option but rather a choice which all organisations need to make.
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Abstract

The paper deals with the concepts of the national culture dimensions, managerial leadership style, and
multinational performance. On the basis of the perceived aspects of these terms, it can be concluded that host
county’s national culture, through its effects on individuals, significantly impact managerial leadership style
and performance of multinational companies. In every host country, multinational companies face different
national culture. In order to be successful in each country where they have decided to expand their business
activities, multinational companies should take into consideration the cultural differences that exist in an
international context. The purpose of this paper is to determinate the consequent relationship between national
culture dimensions, managerial leadership style, and multinational performance, according to Hofstede’s
indices. On the basis of the obtained results, the contribution of this paper is reflected in the perceiving of the
importance of cultural diversity and providing guidance on how multinational companies can avoid cultural
challenges in order to achieve better performance.
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Multinational companies are those registered and operating in more than one country. The
host-country environments and the ones in the home country are completely different. One of the
most important environmental factors that have a significant impact on the business activity in a
given host country as well as on the activity of multinational companies operating within its borders
is host country’s national culture. The host country’s national culture has a significant impact on
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every aspect of the overseas business of multinational companies. Consequently, multinational
companies should be aware of predominant attitudes, beliefs, and values in each host country where
have decided to expand their business activities (Ajami, Cool et al, 2006).
In every host country, multinational companies face different national culture. The host
country's national culture significantly determinates the behavior of the population. A host country's
national culture, through its effects on the individuals, affects the business operations of
multinational companies. Differences in national cultures heavily affect the organizational design,
leadership style, motivation of employees, and employees' expectations in regard to work and
reward. The purpose of this paper is to determinate the relationship between host country's national
culture, managerial leadership style, and multinational performance.
In order to achieve the given purpose, hereinafter, the cultural differences of five different
countries will be perceived and showed their impacts on managerial practice and style of leadership.
Differences in the national cultural dimensions of Great Britain, France, Germany, Japan and the
United States will be determined. Consequently, any multinational company that decides to deal in
these five countries will have to take into account a cultural diversity and to apply a different
managerial approach and leadership style in each country separately in order to achieve as good a
performance as possible.

2. Behaviours in diffrent national cultures
The comprehensive study by Geert Hofstede shows that national culture significantly
influences the behavior of the employees. According to his initial study conducted on more than
110,000 people, there are five dimensions of national culture. They are 1) individualism vs
collectivism, 2) power distance, 3) uncertain avoidance, 4) masculinity vs femininity and 5) short vs
long-term orientation. Table 1 highlights the fifth Hofstede's national culture dimensions.
Table 1. Hofstede's national culture dimensions
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Low power distance
- Society less accepts the unequal distribution of
power;
- More open discussion between superior and
employees;
- Tittle, ranks, and authority is not emphasized;
- Decentralization is emphasized;
Individualism
Collectivism
- Focus on the individual;
- Focus on the group;
- Focus on the tasks;
- Focus on the relationships;
Uncertainty tolerance
Uncertainty avoidance
- People accept uncertainty;
- People afraid of uncertainty;
- Open to risk-taking;
- Structure and rules are emphasized;
Masculinity
Femininity
- Aggressive behavior is emphasized;
- Relationship-oriented;
- Competitiveness and assertiveness;
- Emphasis on caring and concern for the welfare of
others;
- Emphasis on material things;
- Emphasis on modesty;
Long-term orientation
Short-term orientation
- - Emphasis on hard work;
- Less emphasis on hard work;
- - Saving-driven;
- Consumption-driven;
Source: Koontz, H. And Weihrich, H. 2008, Essentials of Management, Tata McGraw-Hill, New Delhi, p. 61
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High power distance
- Society accepting the unequal distribution of power;
- Authority is respected;
- Titles and ranks are appreciated;
- Subordinates want to be told what to do;
- Centralization is emphasized;
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The results of Hofstede's study showed, for instance, that in low power distance Sweden, the
richest 10% of the population receives just 22% of the national income while in high power distance
Brazil, the richest 10% of the population gets about 50% of the national income, and it is accepted
as completely normal. In regard to individualism vs collectivism, the results reveal that
individualism most prevails in the United States. In contrast, the collectivism prevails in many
countries in Africa, Asia, and Latin America. According to the Masculinity/Femininity index, Japan
is considered as the most masculinity society while Sweden is ranked lowest and is accepted as the
most femininity society. Greece is ranked as the highest uncertainty avoidance culture. On the other
hand, Singapore leads in regard to low uncertainty avoidance. Finally, China is considered as a
country where its member emphasizes most perseverance and savings for future betterment. On the
other hand, short-term orientation societies are led by Pakistan and its citizens prefer quick results
and gratification (Peng, 2009).
Figure 1 shows the Hofstede's country classification (2001) of 40 countries according to their
position on dimensions of power distance and uncertainty avoidance. It is very important for
recognizing how these two culture dimensions have significant implications on organizational
culture, management practices, and managerial leadership style in every country separately.

Figur 1. Hofstede's country classification by power distance and uncertainty avoidance
Uncertainty Avoidance

Power Distance

High

Low

Hong Kong
India
Philippines
Singapore

Australia
Canada
Denmark
Great Britain
Ireland

Low

Netherlands
New Zealand
Norway
Sweden
USA

Argentina
Belgium
Brazil
Chile
Colombia
France
Greece
Iran

Italy
Japan
Mexico
Pakistan
Peru
Portugal
Spain
Taiwan

Thailand
Venezuela
Yugoslavia

Austria
Finland
Germany
Israel
Switzerland

High
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Consequently, multinational companies should take into consideration cultural diversity of
environments and their impacts in order to be successful in the country in which they have decided
to expand their business activities. Moreover, they should apply culture-specific approaches to
managerial practices. It is very important for multinational companies to be able to manage
diversity. Multinational managers who create an equitable work environment in which employees
perform to its full potential and no one has an advantage or a disadvantage are considered as
successful. However, managing diversity is a quite challenging for many multinational managers.
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Source: Fatehi, K. (2008) Managing Internationally: Succeeding in a Culturally Diverse World, Sage Publications
India Pvt, Ltd., New Delhi, p. 226
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3. Managerial leadership styles in international context
• Great Britain
According to Hofstede’s country classification, Great Britain has a high tolerance for
ambiguity and low power distance which is significantly reflected in their business relations
practices. Because of their high tolerance for ambiguity, British managers are mostly with
generalized and nonspecialized education.
British managers are characterized with casual leadership (see Fig. 2). There are significant
changing from the old-fashion top-down approach to a modern one that is generally focused on
cooperation and teamwork. Nowadays, British companies tend to consult the staff about important
decisions and they have more influence in discussing problems. British managers use to be more
direct and reserved in their internal communications. The written communication is more
emphasized than a verbal one. They are not comfortable with aggressive behaviors and high
pressure. British managers are always focusing on the facts and decide with slower pace compared
to managers from other European countries (Ho, 2013).
Figure 2. British Leadership Style

Source: Lewis, R. 2006, When Cultures Collide: Leading Across Cultures, Nikolsas Brealey International,
London, p. 108
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According to Hofstede (2001), Germany society is characterized by small power distance and
strong uncertainty avoidance. Analogously, Germans are considered as aggressive, consensusseekers and hard workers who are concerned about their security as well as are strong advocates of
law and order. They are known for their efficiency and that perform better when they are given
clear instruction and know what exactly is expected of them. Also, Germans are reserved, appear to
be cold, and need a longer time to develop friendly relations with others. As workers, Germans are
considered as very productive and effective. The German economy is the strongest in the Europe
and their product and services are well-known by their high quality. German workers are one of the
most paid and best-treated workers in the world. Also, they have one of the shortest work weeks
and the longest paid vacations (Fatehi, 2008).
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Figure 3. German leadership style

Source: Lewis, R. 2006, When Cultures Collide: Leading Across Cultures, Nikolsas Brealey International,
London, p. 108

The managerial leadership style in Germany is known by considerable use of authority while,
a labor, on another hand, is actively involved in managing large corporations. Since 1951, by law,
codetermination is provided, which requires labor membership in the supervisory board and the
executive committee of particular large corporations. The labor director is a member of the
executive committee and its position is very demanding. Labor directors must represent and protect
the employees‘ interests but also must make managerial decisions that are in the interest of the
company (Koontz and Weihrich, 2008). Figure 3 shows German leadership style.
German managers make plans after in-depth study, always taking a broad approach and taking
into consideration all future implications of decisions. They are more understated and tend to
maintain distance. They are known that have a more formal style based on role and responsibility
that is reflected from the hierarchy. German managers are more willing to take command and are
comfortable in a leadership role. Although the hierarchy is emphasized, the focus is also on
achieving consensus (Taleghani et al. 2010).
• France
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France is considered as one of the five top economies in the world. French employees are
loyal and emotionally attached to the company where they work. Social status and education are
much respected than in other European countries. French workers accept organizational hierarchy
and top-down management. They follow a proper canal and respect positions of power. The
productivity of French workers, like of German workers, as considered the highest in the world.
They are hard working and prefer to work individually with full responsibility. Written
communications are emphasized while oral communications are usually ignored (Ramakrishnan,
2013).
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Figure 4. French leadership style

Source: Lewis, R. 2006, When Cultures Collide: Leading Across Cultures, Nikolsas Brealey International,
London, p. 108

France is classified by Hostede (2001) as being part of high power distance culture. Power
distance culture, like France, is characterized by the centralized structure of the organization. The
managers of centralized organizational structure make decisions independently, tend to delegate
less, allow less participation of subordinates in the decision-making process, a cooperation and
group work are de-emphasized as well as giving information to subordinates.
Managerial leadership style in France is predominantly autocratic and focuses on the big
picture (see Fig. 4). French managers have the full power of control and decision making in a
company. They see their work as an intellectual challenge and their attitude is based on wisdom and
sagacity rather than practice. French managers are the least comfortable in the leadership role
compared to all other European managers. They place less importance on creating and valuing close
supportive relationships and more importance on taking charge. Also, they are more likely to use
instincts rather the analysis. Compared to the Germans, French managers are less technically
oriented and often tend to take a short-term view (Taleghani et al. 2010).
• Japan versus United States
Many researchers identified substantial differences between national and cultural
environments of Japan and United States. Consequently, these differences have implication on their
management practices and managerial leadership styles.
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USA
Japan
Specialists
Generalists
Frequent job changes
Lifetime employment
Upward mobility
Job rotation
Promote based on performance
Promote based on seniority
Individual orientation
Group orientation
Short-term perspective
Long-term perspective
Competition
Cooperation
Emphasis on profits
Emphasis on status
Source: Punnett, B.J. (2015) Internatinal Perspectives on Organizational Behavior and Human Resource Management,
Routledge, 3rd Edition, New York, p. 183;
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According to the Table 2, briefly, it can be concluded that U.S managers are more concerned
with individual productivity and promotion is always based on achieved performance. Japanese
managers, on another hand, are more focus on the well-being of their subordinates and their
promotions are always based on seniority. They take a holistic and long-term view of company’s
progress. In contrast, U.S. managers focus on subordinates’ specialties and always look for quick
results (Punnett, 2015).
Figure 5. U.S. leadership style

Source: Lewis, R. 2006, When Cultures Collide: Leading Across Cultures, Nikolsas Brealey International,
London, p. 108

Japanese society is high on both power distance and uncertainty avoidance in contrast to the
United States, which is low both on power distance and uncertainty avoidance. Consequently, the
Japanese leadership system, known as the ‘ringi-sho consensus’, ensures that managers are more
focused on leadership, innovation, and expansion of the company rather than on involvement in the
everyday affairs of the company. The American leadership system, on another hand, ensures that
managers are primarily focused on advancing their own career objectives than those of their teams.
Analogously, American managers are known as assertive, aggressive, and goal-oriented (Brighton
School of Business and Management, 2017). Figure 5 shows U.S. leadership style while Figure 6
shows Japanese leadership style.
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Source: Lewis, R. 2006, When Cultures Collide: Leading Across Cultures, Nikolsas Brealey International,
London, p. 108
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Figure 6. Japanse leadership style
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4. Managerial and performance implications
The Hofstede’s cultural model is very significant for multinational companies in regard to
applying cultural approaches to managerial practices. Multinational companies use this model as a
basis for the selection and appointment of their managers. For instance, in society with high power
distance culture, selection of managers is based on their elite educational qualifications and the
social class. In contrast, in low power distance cultures, the major criterion for managerial selection
is educational achievements. Leadership in low power distance cultures are participative while are
authoritarian in high power distance cultures. Managers are hired on the basis of education and past
job performance in low uncertainty avoidance societies but the criteria for such selection in high
uncertainty avoidance societies are seniority and expected loyalty. In individualistic cultures,
selection of managers is geocentric but it is based on group affiliation in collectivist cultures.
Managers, in individualistic cultures, tend to rewarding achievers and punishing non-performers,
but in collectivist cultures, managers tend to appeal to subordinates to perform. Also, in masculine
cultures, men are mostly preferred for managerial roles, and leadership is authoritarian. In contrast,
in feminine cultures, the managerial selection is independent of gender and leadership style is
participative (Aswathappa, 2006).
In regard to the performance implications, for instance, in low power distance cultures,
increased productivity, job satisfaction and high-performance result from employees’ participation
in management decisions. On the other hand, in high power distance cultures, authoritative
leadership and close supervision lead to increased productivity, job satisfaction, and higher
performance. Consequently, multinational companies use Hofstede's culture dimensions as a proven
technique to improve the viability and fairness of performance evaluations. The Hofstede's work
makes multinational companies more sensitive to the cultural diversity that exists between workers
in various cultures. These differences are real, and the multinational companies should be open to
accepting and respecting the diversity (Sale, 2004).
Based on the foregoing, it can be concluded the host country's national culture significantly
determines the management practice and managerial leadership style. Multinational companies
should be able to manage the cultural diversity and to adapt their managerial approach and
managerial leadership style in each country separately in order to achieve as good a performance as
possible.
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The main purpose of this paper was to understand the relationship between national culture
dimensions, managerial leadership style, and multinational performance.
Multinational companies are those registered and operating in more than one country. The
host-country environments and the ones in the home country are completely different. One of the
most important environmental factors that have a significant impact on the business activity in a
given host country as well as on the activity of multinational companies operating within its borders
is a host country’s national culture. The host country’s national culture has a significant impact on
every aspect of the overseas business of multinational companies. Consequently, multinational
companies should be aware of predominant attitudes, beliefs, and values in each host country where
decided to expand their business activities.
The Hofstede's country classification (2001) of 40 countries according to their position on
dimensions of power distance and uncertainty avoidance is very important for recognizing how
these two cultural dimensions have significant implications on organizational culture, management
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practices, and managerial leadership style in every country separately. In order to achieve the given
purpose, the cultural differences in five different countries were perceived and showed their impacts
on managerial practice and style of leadership. Differences in the national cultural dimensions of
Great Britain, France, Germany, Japan and the United States were determined.
Great Britain has a high tolerance for ambiguity and low power distance which is significantly
reflected in their business relations practices. Because of their high tolerance for ambiguity, British
managers are mostly with generalized and nonspecialized education. British managers are
characterized with casual leadership. There are significant changing from the old-fashion top-down
approach to a modern one that is generally focused on cooperation and teamwork. Nowadays,
British companies tend to consult the staff about important decisions and they have more influence
in discussing problems. British managers use to be more direct and reserved in their internal
communications. The written communication is more emphasized than a verbal one. They are not
comfortable with aggressive behaviors and high pressure. British managers are always focusing on
the facts and decide with slower pace compared to managers from other European countries
Germany society is characterized by small power distance and strong uncertainty avoidance.
Analogously, Germans are considered as aggressive, consensus-seekers and hard workers who are
concerned about their security as well as are strong advocates of law and order. German managers
make plans after in-depth study, always taking a broad approach and taking into consideration all
future implications of decisions. They are more understated and tend to maintain distance. They are
known that have a more formal style based on role and responsibility that is reflected from the
hierarchy. German managers are more willing to take command and are comfortable in a leadership
role. Although the hierarchy is emphasized, the focus is also on achieving consensus.
France is classified by Hostede (2001) as being part of high power distance culture. Power
distance culture, like France, is characterized by the centralized structure of the organization. The
managers of centralized organizational structure make decisions independently, tend to delegate
less, allow less participation of subordinates in the decision-making process, a cooperation and
group work are de-emphasized, as well as giving information to subordinates. Managerial
leadership style in France is predominantly autocratic and focuses on the big picture.
Japanese society is high on both power distance and uncertainty avoidance in contrast to the
United States, which is low both on power distance and uncertainty avoidance. Consequently, the
Japanese leadership system, known as the ‘ringi-sho consensus’, ensures that managers are more
focused on leadership, innovation, and expansion of the company rather than on involvement in the
everyday affairs of the company. The American leadership system, on another hand, ensures that
managers are primarily focused on advancing their own career objectives than those of their teams.
Analogously, American managers are known as assertive, aggressive, and goal-oriented.
Based on the foregoing, it can be concluded the host country's national culture significantly
determines the management practice and managerial leadership style. Multinational companies
should be able to manage the cultural diversity and to adapt their managerial approach and
leadership style in each country separately in order to achieve as good a performance as possible.
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In spite of the concerted drive by most countries towards gender equality, the reality is that women still
remain under utilised in certain spheres of professional endeavours, and entrepreneurship is no
exception. Widening the gap between female and male participation in entrepreneurial activities is
reinforced by customs, beliefs, culture and religion. Using the patriarchal perceptions that dissuade
women from pursuing a business opportunity as the backdrop, this study sought to ascertain how it
feels to be a woman entrepreneur in a male-dominated
male
society such as Rwanda. The study involved 398
women entrepreneurs who were purposely drawn to complete the survey questionnaire that was the
basis of the quantitative approach adopted. The data was analysed using the Statistical Package for the
Social Sciences (SPSS)
SPSS) software. The results suggest that women entrepreneurs worked lesser than
men due to family issues;female
emale businesses are smaller in size than male businesses, and women find it
difficult reaching the decision to start a business. The implication is that
that womens’
womens businesses suffer
most and thus limit their ability to contribute to the socioeconomic development of a country as they
would through employment and poverty reduction. By working together, government and stakeholders
may eradicate any form of discrimination
discrimination in business that is associated with gender.

Simon Nsengimana, E. et al.
The Downside of Being a Female Entrepreneur in Kigali, Rwanda

Keywords: Gender, women entrepreneur, discrimination, socioeconomic, demographic, culture,
micro-enterprises, small and medium business, large business.

1. Introduction
It is a commonly held view that socioeconomic development and political stability of
a nation rely on entrepreneurship. This is because entrepreneurship is considered as a vehicle
for generating jobs, and ultimately reducing poverty and improving the welfare of society.
The popularity of entrepreneurship extends even to political campaigns. In fact, in certain
climes, politicians brandish entrepreneurship as a campaign tool. Douhan and Henrekson
(2007), and Beaver and Prince (2004) attest to the growing popularity of entrepreneurship
among politicians to the extent that they usually build their political programmes on
entrepreneurship and without which, no political party can win an election.
Interestingly, while the virtues of entrepreneurship are extolled, participation in
entrepreneurial activities seems to be skewed in favour of men. In Rwanda for instance, due
to beliefs, culture and, religion, Rwandan society underestimates the ability of the female to
run a business; by contrast, they are viewed as better in housekeeping; generally looking after
households. Rwandan culture still holds the view that men are better at managing family
finance and business ventures. According to Blackden, Munganyinka, Mirembe and Mugabe
(2011), this patriarchal perception discourages women from pursuing a business opportunity.
This study thus sought to identify those factors that hamper full participation of women in an
entrepreneurial activity.
Over many years, Rwandese society has viewed entrepreneurship as a man-led
activity and that is why it is not uncommon to find marginal contribution to business activity
from womenfolk (Schwartz, Brhane& Simmons, 2009). In acknowledgement of the
discrepancy, Rwandan government has amended its laws to promote equality, eliminate
discrimination and so on. The last two decades though have seen a considerable number of
enterprises launched by women (Cutura, 2008; Uwantege&Kayumba, 2015).
Female entrepreneurship is an untapped source of transforming an economy. Female
entrepreneurs can also contribute to new enterprise creation and improvement in employment
figures. Involving more women in entrepreneurship can help to increase family income, lift
their family lifestyle and generally improve their socioeconomic status. Denying women the
opportunity to participate in mainstream socioeconomic activities reduces the chances of
overall nation development (Chinomona&Maziriri, 2015; Cutura, 2008; Adema, et al., 2014).
Evidently, literature tells us that gender discrimination deters the womenfolk from taking up
an entrepreneurial activity.

2. Literature review
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Various researchers have written on women’s motivation toward entrepreneurship.
Bartol and Martin (1998) have grouped the factors affecting such motivation into personal
characteristics, life-path circumstances, and environment factors. Moses et al. (2014) regroup
these into push and pull factors. Push factors are the main motivation for women to become
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entrepreneurial. Push factors include frustration, job dissatisfaction, unemployment, divorce
and boredom in their previous employment. Pull factors include independence, autonomy,
education, and family security. According to Ismail (2012) and Fatoki (2014) entrepreneurial
goals attainment, targets for growth, profit and innovation were all viewed as motivating
women towards entrepreneurship. Cherest (1995) on the other hand argues that in developed
countries personal push factors such as the glass ceiling and job dissatisfaction were
considerable factors for entrepreneurship. Competence in running a business, being a selfemployer, previous experience, education, necessity, job dissatisfaction, difficult work hours,
inequality of pay between men and women, stress, freedom, self-esteem, growth, government
support, more flexibility in cultural perceptions, independent income are common motives for
entrepreneurial engagement among women in developing countries (Tambunan, 2009; Zhu
& Chu, 2010; Malhan&Ishita 2015; Shahnawaz, 2015).
Rwanda shares with other developing countries general inducements for women to get
into entrepreneurship. It also has a unique historical ramification with respect to women and
entrepreneurial activities, in that a significant number of men died during the 1994 Rwanda
genocide. Many women were widowed and ventured into entrepreneurship to survive and
support their families (United States Agency for International Development, 2009; Coldham,
2013). According to Nieman and Nieuwenhuizen (2014) culture impedes entrepreneurial
intention of women. In fact, as far back as 2004, Bruni, Gherardi and Poggio indicated that
the socio-cultural status of women compromised their perception as useful contributors to
mainstream economic development of a nation. McEwan (2000) also note that because
citizenship was constructed in masculine terms, women were viewed as marginal members of
society. Therefore, it is fair to conclude that a considerable contribution of women to
mainstream socioeconomic development of Rwanda will remain at the fringes unless the
obstacles to their full participation are identified and obliterated.
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The focus on women entrepreneurship in contemporary humanities and social
sciences research especially in sub-Saharan African is a significant testimony to the value
placed on broad-based opportunity to contribute to socioeconomic development. That said,
while the figures (see World Bank Report, 2014) suggest that there are more women in the
region, disappointingly, the menfolk curry more and better opportunities.According to the
New Times (2017a), this situation is responsible for the loss of an average of $95 billion (or
6% of GDP) per year. This disclosure is an indication that should obstructionist elements be
removed, women will add to the growth of the economy in the same respect as men. After all,
in 2012, the Global Entrepreneurship Monitor (GEM, 2012)reported that women’s
entrepreneurial contribution accounted for 48% against 52% of their male counterparts. There
are, however, certain parts of the sub-Saharan region where women seem to be doing better
than men. In Ghana for instance, 55% of total entrepreneurial activities are in hands of
women (Kelly, Brush, Greene, &Litovsky, 2010). Ghana’s economy has recently been
reported by World Bank (2017) to have improveddespite some significant economic
challenges. Notwithstanding the much reported patriarchal settings in Rwandan society,
which in no small measure are rooted in their customs, beliefs, culture and religion, women
enterprises boast a healthy 42% formal business and 58 % informal sectors countrywide
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posting a considerable 30% of the GDP (International Finance Corporation, 2008;
Musomandera, Shukla and Luvanda, 2015). The New Times (2017b) reports that Rwandan
female entrepreneurs play a critical role in cross borders business, representing over 70% in
that sector. Recent literature indicates that the place Rwanda women entrepreneurs occupy in
the economy is not negligible (SeeTable 1).
Table 1: Distribution of sole proprietor establishments by gender
Sex of owner
Size
Total
Micro(1-3)
Small(4-30)
Medium(31-100)
Large(100+)

Total
142 029
135 386
6 469
133
41

Male

Female

101 665 (71.6%)
96 987 (71.6%)
4 538 (70.1%)
104(78.2%)
36 (87.8%)

38 017 (26.8%)
36 169 (26.7%)
1 817 (28.1%)
27 (20.3%)
4 (9.8%)

no apparent sex
identity
2 347 (1.7%)
2 230 (1.6%)
114 (1.8%)
2 (1.5%)
1 (2.4%)

Source: (Adapted from Rwanda National Institute of Statistics, 2015)

Ultimately, women entrepreneurs in the city of Kigali cover 43.2% of all businesses
(International Finance Corporation, 2008; Vis, 2012; Musomandera et al., 2015). Their
income distribution in terms of family and community is more useful compared to that for
men entrepreneurs (Uwantege & Mbabazi, 2015). Recent findings of GEM (2015) indicate
that women support their family and community with 90 cents per 1 dollar profit in contrast
to men entrepreneurs 30 to 40 cents per dollar profit.
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In sub-Saharan Africa region, the small and medium enterprise is said to be growing
at a faster rate. This is attributable to the dire need for subsistence which is a direct
consequence of the deplorable socioeconomic condition of the region. These small and
medium enterprises, including the survivalist ones, do somehow provide job opportunities
even though many of them operate at the margins of the formal economy with far less
resources than their partners in developed economies. According to Mayoux (2001),
Mandipaka (2014) and Adebayo (2015), a noticeable feature of these business ventures is that
a good number of them are women-owned.
Interestingly, men and women entrepreneurs face common challenges in the course of
doing business. However due to customs, culture, beliefs, and religion, and several other
factors female entrepreneurs confront specific constraints. A study byBruni et al (2004) found
among others the debilitating influence of culture in limiting entrepreneurial intention of
women. Nxopo and Iwu’s (2015) findings indicate that as a result of the socio-cultural
position of women in sub-Saharan Africa, they are unable to access support systems that are
available. Some of these include access to loans, networking and even training opportunities.
Owing to the perception of women as second class citizens (McEwan, 2000), it is not
surprising that they are denied loans because they are viewed as incapable of offering security
for the loans. Iwu (2017) recently found that women were relegated to the background even
when there was evidence that they are equally as resourceful as their male counterparts.
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Nxopo and Iwu (2015) note that demographic factors also pose serious challenge for women.
For instance, being married comes with enormous domestic responsibility. One of the
participants in Nxopo and Iwu’s (2015) study indicated that she often juggled both her
business and domestic responsibilities and seldom wished she had assistance.
Africanculture allocates to women the role of housekeeper and having to combine
home responsibility and business makes it difficult for women to concentrate on business
(Kamberidou, 2013; Shahnawaz, 2015). Lack of community support associated with the
negative perception of women’s enterprises discourages women entrepreneurs and affects
their business growth (Chinomona&Maziriri, 2015). Traditionally, a boy child is considered
more important than a girl child who is consequently discouraged from learning more about
entrepreneurship, and even venturing into it (Kelly, Brush, Greene &Litovsky, 2012). In
India society, women are also viewed as assistants to men who should execute orders given to
them by men.
Unsurprisingly, these circumstances affect their aptitude and ability to open and run a
business (Siddiqui, 2012). In Rwanda, the prevailing culture still maintains that the man
should be entirely responsible for his family’s finances. This patriarchal perception
discourages women from pursuing business opportunities (Blackdenet al., 2011).

5. Research design and Methodology
Grounded in positivist philosophy, a quantitative approach was the appropriate
method employed to gather and analyse data from a population sample of women
entrepreneurs in Kigali in order to identify the degree of sociocultural and demographic
constraints they face in doing business in Rwanda. The quantitative method indicatesthe
statistical reality of the issue under investigation so that policymakers can prioritise
solutions(Williams, 2007). It uses a large number of respondentsto increase validity and
reliability of results. Interestingly, the findings are simple to interpret numerically, adjust and
can subsequently be reasonably generalised to the entire population (Sukamolson, 2010).

6. Setting
The study was conducted in City of Kigali, and limited to women entrepreneurs in the
formal and informal sectors. The study sought to identify how the downside of being a
woman entrepreneur taking into consideration the social-cultural and demographic
constraints female face in doing business in Kigali, the capital of Rwanda.
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The target population for this study was restricted to women entrepreneurs in the
formal and informal sectors in the City of Kigali. Basically, participants were drawn from
those who operate in different categories of business, including services, manufacturing,
agriculture, wholesale, retail and construction. To qualify for participation, each subject must
be 18 years old which is the legal age to work in Rwanda;must be a Rwandan citizen with a
business in the City of Kigaliwhich mustnot be less than 6 months old. Because of lack exact
statistics of women entrepreneurs in City of Kigali (Africa Development Bank Group, 2008;
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Stevenson and St Onge 2011; Rukundo 2015), Raosoft sample size calculator was used to
determine the sample size of 377 women (Raosoft, 2004). Interestingly, 398 questionnaires
were collected. Purposive technique was appropriate to select the respondents especially
those women entrepreneurs in informal sector: those whose stalls are not attached to any
fixedphysical address or facility. It is important to point out that we worked on the
assumption that this group (those who operated from non-fixed addresses and/or facilities) of
participants provided credible information regarding duration of business as well as
citizenship.

8. Data collection
A self-administered questionnaire was used to collect data from respondents. An
instrument (questionnaire) is valid when it measures correctly what it is expected to measure
(Sullivan &Niemi, 1979; Thanasegaran, 2009). The researchers discussed and agreed with
other researchers on the conception of a questionnaire as suggested by Maree (2007) that to
ensure the validity of a research instrument (questionnaire), researchers should consult other
researchers and experts for advice as to whether the questionnaire is an appropriate
instrument to gather data for a particular study. Gerrish and Lathlean (2015) state that a good
quality questionnaire, free of ambiguity, bias and error, improves the reliability of a study and
the quality of its results. In quantitative methodology, reliability is achieved when other
researchers can conduct the same study using the same materials at different times and
achieve the same results (Maree, 2007; Drost, 2011; Dudovskiy, 2016). The questionnaire
was composed in English, a language that most Rwandans including women entrepreneurs in
Kigali do not speak. However, they can all speak and write Kinyarwanda (mother tongue).
The questionnaire was thus translated into Kinyarwanda to facilitate comprehension and
avoid misunderstanding (Usunier, 1998; Saunders et al., 2009). Both the drop-off and pickup method as well wait-and-collect were used to administer the questionnaire to the women
entrepreneurs. Allred and Ross-Davis (2010) state that with the drop-off and pick-up method,
the researcher meets face-to-face with respondents and distributes the questionnaire to them.
These are filled in later in the absence of the researcher and subsequently returned. This
approach is reckoned to be free of bias and error. Women entrepreneurs consented to
complete the questionnaire and bring it back the following day. Nani (2011) points out that an
important strength of the self-administered questionnaire is that it allows respondents the
freedom to choose when they wish to complete the questionnaire.
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Since the data was collected using a self-administered questionnaire, the next step was
data coding, which consisted of assigning a number to every single response obtained from
respondents in the survey (Jensen & Laurie, 2016). Using the Statistical Package for the
Social Sciences for data analysis meant that the information obtained had to be numerically
coded for entry into the computer so that the software can process and analyse the data
(Saunders et al., 2009).Data capturing is the action of entering the data into a computer. Data
files were created in and filled with data coded from the questionnaire (Bryman& Cramer,
1999). Every respondent's questionnaire was assigned a number while its data was entered in
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its unique cell. After capturing the data, data cleaning consisted of checking for errors or
missing values and editing them (Nani, 2011). Jensen and Laurie (2016) recommend the use
of Statistical Package for the Social Sciences in quantitative data analysis owing to its
capacity to provide concise results that are suitable for comparisons, analysis of correlations
between variables, and comparison of various categories.

10. Ethical considerations
In business and management research, ethics provides the guideline to researchers
regarding how they should interact with respondents and what actions they may or may not
perform during the research process (Bryman& Bell, 2011). The study observed appropriate
ethical principles such as obtaining informed consent, not causing harm to respondents,
avoiding deception, careful data management, and respect for copyright (Cape Peninsula
University of Technology, 2013).

11. Results
The objective was to determine the downside of female entrepreneurship in Kigali,
Rwanda. A set of questions was asked, responses were analysed and discussed to answer the
research question and achieve the set objectives. To reiterate, the main research question was:
How does being a woman affect the running of your business? A 5-point Likert scalewas
used throughout, and from the results, a mean value was derived.

12. Demographic information
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Majority of the participants (79.1%) were married. 61% of the participants attended
primary school and vocational/training courses while those with high school education
accounted for 26.3%; 11.7% attained tertiary education, and those without any formal
training accounted for 1%. 60.2% of the respondents were between 29 – 43 years old. The
majority of participants were in retail business (64.6%) followed by service (33.7%). With
respect to how long they had been in business, the majority was between 2-10 years old.
Source of start-up capital revealed that spouses contributed most (39.7%); own savings
(33.2%); bank loan (0.5%). The majority (92.9%) started the business with less than RwF 500
000 ($597.86; Rand 7 963.54). of the 398 participants, the majority (79.3%) had 1-3
employees; 20.7% had 4-30 employees. The majority had annual income earnings of RwF 1
000 000 - 3 000 000 ($ 1195.72 - & 3587.17; Rand 15 927 - 47 781.22). The percentage of
registered businesses showed 71.3% against 28.7% that were unregistered.
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Table 2: factors that deter women from fully participating in an entrepreneurial activity
in Rwanda
Descriptive Statistics

394

1

5

Standard
Deviation
4.13
.519

394

1

5

4.05

.527

395

1

5

3.85

.815

394

1

5

3.06

1.169

393
393

1
1

5
5

2.95
2.73

1.129
1.164

395

1

5

2.71

1.072

397
397

1
1

5
5

2.49
1.68

1.012
.530

Number
Women entrepreneurs’ working hours are less
than men’s because of combining family issues
and business
Male employees respect their bosses who are
female entrepreneurs
Female businesses are smaller in size than male
businesses
Women find it difficult to decide to start a
business
Family responsibility
Inability to travel because of family/ husband
obligations
Lenders provide loans more easily to male
entrepreneurs than female entrepreneurs
Lack of family support
Being a woman is a negative factor in business

Minimum Maximum

Mean

Page

In Table 2 above, respondents returned a mean value of 4.13, high above the neutral
value of 3 and with a low standard deviation of 0.519, indicating that women entrepreneurs
agreed that they worked fewer hours than men because of having to combine family
commitments with businessresponsibilities. This is a challenge because women entrepreneurs
are unable to maximise their working time and this detracts from their income and their
reputation. Customers cannot find them when they need products and will move on to another
business that is open. Goyal and Parkash (2011) argue that women need more time to focus
on business.
The results presented in Table 2 also show that a mean value of 4.05 was attained for
the statement "male employees respect their bosses who are female entrepreneurs". A mean
value of 4.05 with a standard deviation of 0.527 indicates that respondents agreed with the
statement that male employees respect their female bosses. Male employees focused on work,
not gender, and executed women bosses' orders. This finding challenges the study of
Mwobobia (2012), who found that Kenyan women entrepreneurs had problems with
managing male workers.
With respect to the statement that “women's businesses are smaller in size than men's
businesses”, a mean value of 3.85 was obtained, higher than the average value, with a
standard deviation of 0.817. This finding is not surprising because women are traditionally
homemakers and have only recently begun to be involved in the business;they are still
acquiring experience, building networks and growing their businesses. On the other hand,
men are known to have been in business for some time. Their businesses tend to be
established and large-scale. Nxopoand Iwu (2015) found that given the various challenges
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women face, it is often difficult for women-owned businesses to compete with established
men’s businesses.
Regarding the statement that women find it difficult to decide to start a business, the
results show a mean value of 3.06, slightly higher than the average of 3, with a standard
deviation of 1.169, which indicates a degree of variation in respondents’ perceptions.
Basically, there were mixed responses from the“statement that women find it difficult to
decide to start a business”. According to Vis (2012) in Rwandan society, women solicit
permission from husband to launch a business.
A mean value of 2.95 was scored in response to the statement that “family
responsibility has an impact on women businesses”. A mean value of 2.95 slight lower an
average of 3 indicates that women entrepreneurs’ perception of the statement was divided: a
standard deviation of 1.129 confirms the negative and positive opinion on the notion.
A mean value of 2.73 was obtained for thenotion that inability to travel because of family/
husband obligations was a hindrance. Women entrepreneurs disagree with the statement.
However, a value of 2.73 with the standard deviation of 1.164 indicates that perceptions
varied.
A mean value of 2.71 was obtained for responses to the statement that “lenders
provide loans more readily to male entrepreneurs than female entrepreneurs,” indicating that
respondents tended to disagree with the statement despite the indication that respondents had
both negative and positive reactions to the statement. A standard deviation of 1.072
indicatesmight be attributed to the fact that some women entrepreneurs in the study benefited
from lenders while others did not.
A mean value of 2.49 was obtained regarding the statement that woman entrepreneurs
lack family support. The respondents disagree with the statement. A standard deviation of
1.012 far from the value means indicates a portion of agreement with the statement. These
findings are in line with those of Shahnawaz (2015) and Zhu and Chu (2010) who report that
in the United Arab Emirates and China, female entrepreneurs receive strong support from
their families. Similarly, the findings in Table 2 indicate that the statement that being a
woman is a negative factor in business obtained a mean value of 1.68, which is well below
the average value of 3, with a standard deviation of only 0.530. This result indicates that the
respondents disagreed with the statement because they did not feel that they were
discriminated against for being women in the business world. This suggests that there has
been a change in men’s perception of the role of women in entrepreneurship. The results
show that men have accepted the idea that women have every right to be in business.
It can be argued that the Government of Rwanda’s law forbidding any kind of
discrimination has had positive results. Article 11 in the Rwanda constitution states: “All
Rwandans are born and remain free and equal in rights and duties. Discrimination of
whatever kind based on inter alia, ethnic origin, tribe, clan, colour, sex, region, social origin,
religion or faith, opinion, economic status, culture, language, social status, physical or mental
disability or any other form of discrimination is prohibited and punishable by law” (Rwanda,
2003).
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14. Conclusion, limitations and scope for future studies
The literature revealsthat customs, beliefs, culture and religion have been at the
forefront of the bias against female entrepreneurs in a number of developed and developing
economies over the past decades. This notwithstanding, there is substantial evidence to
suggest that a growing number of women have overcome this negativity to establish
flourishing businesses. While their families have been the direct beneficiaries, the society
benefits through job creation and poverty reduction. Breaking the glass ceilingoften comes
with a price to the female entrepreneur. The objective of this study was to ascertain how it
felt to be a woman entrepreneur in a male-dominated society such as Rwanda. The findings
indicate that female entrepreneurs worklesser hoursthan their male counterpart as the result of
the numerous family issues that they have to cater for. The direct consequence of this is that
female owned/run businesses stifle to death or barely survives. Levelling the business playing
fields would require the concerted effort of all the relevant players and will necessitate the
collaboration ofwomen entrepreneurs themselves, the government, and other stakeholders.
Beyond this, there needs to be a mind shift in the way women are appraised by men in the
society. Perhaps a significant advantage is the large number of women in parliament to
advance rules in their favour.
Having heard how it feels running a business as a female entrepreneur in a
contemporary society, it suffices to note that improving the perception and working
conditions of women would have far-reaching effects on most economies given their absolute
numbers in terms of population. Given the locus and focus of the current study and its
inherent limitations, such as the sample size and use of descriptive statistics, perhaps other
inquiries may seek to extend, replicate the study in other areas or simply make use of
sophisticated analytical techniques. More so,other studies may explore other issues including
women's decision-making processes and techniques and the relationship between
government-sponsored interventions and the performance of women-owned businesses in the
City of Kigali.
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Abstract
How can we account for the persistence of underrepresentation of women employees from organizational
power and leadership in trade unions in spite of their increasing proportion of the labor force? The
fundamental aim of this article is to explore how at more profound level cultures of gender differences are
strongly embedded especially in traditional unions and among traditional male leadership in Bangladeshi
ready-made garment industries (RMG). The study is qualitative and based on empirical findings from a
field study conducted on RMG workers in Bangladesh. Findings of this study demonstrate that although the
rate of female participation in the RMG industries has increased over the years, it does not coincide with
their rate of trade union participation. To some extents although the number of female unionists have
increased in practice these does not result in gender opportunity in formal positions. Empirical evidence
reveals that at more profound level cultures of gender discriminatory practices are strongly embedded
especially in traditional unions and among traditional male leaderships. However, findings also reveal an
increasing evidence of changing attitudes among young female unionists to take the challenges of
leadership along with their male counterparts. An optimistic reading of these changes sees the possibilities
for increasing inclusion and gender equity within trade unions.
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Gender Difference- How Does It Affect Trade Union Struggle? A Qualitative Study On Female Workers Of
Bangladeshi Rmg Industries

1. Introduction
While it is true that Readymade Garment Industries (RMG) industries brought a dramatic
change in Bangladesh’s economic landscape as well as in the employment opportunities, labor
standards have not gained the momentum to any significant extent (Calcea, 2014:301;Ahmed at
al., 2014:266-277; Mariani and Valenti, 2013:34-37 and Kabeer, 2008: 332-334). As a result,
this breakthrough in the employment opportunities has been accompanied by vigorous debate
among scholars, policymakers, and stakeholders about its effect on employees in terms of labor
and human rights standards. Recently, the debate has been intensified, and in recent years the
RMG industry has faced heightened international scrutiny due to allegations of sweatshop
practices, unsafe working conditions, unlivable wages, unreasonable hours, lethal accidents, and
both physical and mental abuses by supervisors and owner of the RMG in many developing
nations including Bangladesh around the world (Caleca, 2014:279, Anner, 2015:12-14 and
Islam, 2015:4).
Bangladesh is an extremely poor developing economy with histories of weak adherence
to labor standards in industrial production and some of the lowest labor costs in the world (Berik
and Rodgers, 2008:57). One of the fundamental reasons of this weak adherence to labor
standards is females’ under representation of trade union’s membership. The rights of trade
union are neglected over the decades in the garment industries of Bangladesh in general and for
female workers in particular. Although in the post period of Rana Plaza collapse, several steps
are taken to boost the trade union activities, trades-off remained unaddressed how female
employees will get equal share and right in trade union’s membership and leadership in a male
dominated working environment.
Some earlier studies (Caleca, 2014: 279, Anner, 2015: 12-14 and Islam, 2015:4; Ahmed
at al., 2014:266-277 and Kabeer, 2008: 332-334) show that struggle for trade union rights in the
Bangladeshi RMG industries is greatly affected by gender difference. Although both male and
female unionists are undergoing with difficulties to be unionize, female unionists is the most
vulnerable group. This study attempts to explore this issue through an in-depth analysis. The
major research question is: How does gender difference affects female employees’ equal
participation in the trade unions of the Bangladeshi garment industries? Thus this study made an
attempt to see how female workers struggle, view, and experience their trade union rights, what
challenges they face to get equal share and rights in the participation and leadership of trade
union in the garment industries of Bangladesh.
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The emergence of an export-oriented RMG industry in Bangladesh can be traced to a
confluence of policy trends at global and national levels (Kabeer and Mahmud, 2004:136). At the
global level, the relocation of ready-made garment industries in Bangladesh was due to the
imposition of quotas on clothing exports of some of the early industrializing countries in East
Asia (Rock, 2003; Kabeer and Mahmud, 2004:136 and Ahmed et al., 2014:261). Firstly South
Korea among the countries those were looking for quota-free locations to set up garment
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assembly plants started the outsourcing of ready-made garment industries in Bangladesh (Yunus
and Yamagata, 2012: 3-5 and Uddin, 2008:94). On the other hand, at national level from the very
beginning of its independence in 1971, Bangladesh pursued an export drive policy as a means of
integrating the country into the global economy (Rock, 2001:212). In particular, the Bangladesh
government and the private sector were eager to pursue the setting up of a joint venture in
export-oriented garment production because they realized the comparative advantage Bangladesh
had as quota free territory and as a plentiful source of cheap and unemployed labors (ibid,
p.212).
In fact, Bangladeshi economy was mainly dependent on agriculture, which could not
make sufficient surplus to contribute in the war-torn industrialization. Since a transition from
agro-based economy to industrialized economy was a crying need for Bangladesh. As a result,
Bangladesh undertook a series of economic reforms from the early 1980s, to open up its
economy under the aegis of the IMF and the World Bank (Kabeer and Mahmud, 2004:137,
Yunus and Yagamata, 2008). The then government of Bangladesh enacted a new import policy
in 1982, which announced an export-led growth strategy to be spearheaded by the private sector
(Rashid, 2000:30). In addition, foreign direct investment (FDI) was encouraged through the
establishment of export processing zones outside Dhaka and Chittagong along with the
introduction of a number of direct export incentive schemes (Kabeer and Mahmud, 2004:137).
However, the above stated initiatives taken both at national and international level led
Bangladesh to become one of the fasted growing countries in RMG sector. As a result with
modest beginnings in the late 1970s, the garment sector had overtaken jute as the major export
sector by the mid-1980s and, by the early 1990s had become the only billion dollar
manufacturing export industry (Ahmed at al., 2014:259, Banks, 2013:96; Kabeer & Mahmud,
2004:136-141 and Rock, 2003: 392). And Bangladesh is considered as the next biggest sourcing
hot-spot in the coming years due to increasing wage bills and labor shortages in China (Heath
and Mobarak, 2015:7). Thus RMG sector has become the rapid growth sector, which maintains a
growth rate of an average of 25% per year over the decades and now accounts for around 80% of
Bangladesh's annual export earnings (Ahmed at al., 2014:259) and a 23% share of its GDP
(Calcea, 2014: 289).
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Female labor are the most victimized group in relation to labor rights violation facilitated
by the sweatshops over the decades and they still remains as potential victim of these violation as
they constitute majority of the workforce of these sweatshops around the world (Stephenson,
2015) including Bangladesh (Siddiqi, 2009 and Kabeer and Mahmud, 2004). Women’s low
density both in membership and leadership of trade union not only contribute to their poor labor
market outcomes but also contribute to the reinforcement of exploitation, deprivation, and
violation of their basic rights as a labor and as a human being (Ledwith, 2012:186 and Siddiqi,
2009:156). However, it is true that increasingly women around the world are joining trade unions
(Garcia et al., 2002: 21). Nevertheless, this growth does not commensurate with their increasing
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rate of labor market participation. As a result, 21st century fears for union futures in the face of
steady decline in power and membership (Britwum et al., 2012:41 and Ledwith, 2012:185).
In general, for many trade unions achieving gender equality has not been a high priority
to date (Dean, 2006:2), although to some extents women are better in leadership than that of their
male partners (Jacobs and McClelland 1994; Schwartz and Rubel 2005 cited in Kaminski and
Yakura, 2008:462). For instance, women are thought to be transformational leaders, which are
characterized by being a role model, inspiring others, strategic thinking, innovation, and
mentoring and developing others in the organization (Eagly and Johannesen-Schmidt, 2001).
But, despite females’ better organizing qualification than that of their male partners, female
labors’ density in the trade union participation as well as in the leadership is still extremely low.
On the other hand, although legal gender differences are widespread in general (i.e. 155 of the
173 economies covered by the WB’s study have at least one law impeding women’s economic
opportunities), a significant number of countries have ensured gender equal rights to the right of
freedom of association through their legislations. For example, in Bangladesh, women’s equal
participation in the every sphere of public life is guaranteed by its constitution. Article 28 (1)
read “The State shall not discriminate against any citizen on grounds only of religion, race caste,
sex or place of birth” and Article 28(2) claims “Women shall have equal rights with men in all
spheres of the State and of public life (Bangladesh Constitution, 1972).” In particular, Article 38
guaranteed the right of freedom of associations or unions irrespective of sexual identity. Gender
equal participation in trade union is not only manifested through the national legislation it is also
guaranteed by the international and regional human rights constitution. For instance, Article 23
(4) of UDHR states that all people irrespective of the sexual background will equally enjoy the
freedom to form and to join trade unions for their protection of interests (UDHR, 1948). While
Regional Human rights organization, for instance, Council of Europe also guaranteed the right to
form and right to join trade union (Article 11) without any discrimination on the basis of sexual
identity (EU Council, 1940).
Thus, although women have some inner qualities conducive to leadership and women’s
equal participation is guaranteed through the national, regional and international legislations in
many countries, in practice gender identity still works as a big hurdle to equate the male and
female number of participation in the trade union as well as in the leadership of trade union.
Underdeveloped countries, and even developing ones, like Bangladesh, where traditional
gendered norms work very vibrantly, widely female labors face the most barriers to equal
participate in the trade union activities (Ledwith, 2012:186-187).
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For theoretical implications in this study, I will shed lights on the theory of patriarchy and
gender stereotype to understand how these affect trade union participation and struggle to female
workers. Gender is a social construction that varies across cultures, over time within in a given
culture relation to the other gender (Momoh, 2008:12). Gender stereotypes reflect widely
accepted attributes, opinions or roles ascribed to males or females (Williams and Best, 1982 cited
in Schwarzwald, 2013:307). Earlier empirical evidences reveal significant consistency in
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maintaining standards of desirable gender-role behavior practiced in different organizational
trade union cultures (Cenek, 2013:32; Schwarzwald, 2013:309 and Dean, 2006:23). In
perceiving the leadership positions while males are expected to be independent, assertive, and
competitive, females are expected to be more passive, sensitive, and supportive (Schwarzwald,
2013:309). In fact, female labor historically has been denied access, opportunity, and inclusion,
and has endeavored low professional visibility and recognition in the participation and leadership
of trade union in Bangladeshi working organizations.
This study hypothesizes that stereotypical femininity and masculinity is associated with
the underrepresentation of woman in the union’s participation and leadership. For example,
males are more likely than females to be described as authority figures or experts and are highly
rated on traits associated with competence; leadership, objectivity, and independence (Deaux and
LaFrance, 1998 cited in Kaushik et al., 2014:91). On the other hand, females are rated high on
traits associated with warmth and expressiveness, gentleness, and empathy (Cejka and Eagly,
1999 cited in Kaushik, et al. 2014:91). Steffen and Eagly (1984) in their study to depict traits and
behaviors typically attributed to women used the term ‘communal, and ‘agentic’ to behaviors
typical of men. While, strong leaders are characterized with having the same qualities as those of
agentic men, which is why they are considered more suitable for leadership positions, women as
communal are thought to be more friendly, unselfish and emotionally expressive. Thus gender
stereotypical adherence limits the boundary between male and female responsibilities in the
organization, which also cause female underrepresentation in the trade union’s participation, and
leadership.
Many theorists defined gender stereotype as a shared set of beliefs about purported
qualities of females and males. Boys are generally attributed to be strong, aggressive and the
leaders whereas the girls are being attributed as weak, passive and hence followers (Kaushik, et
al., 2014:92). According to William and Bennett (1975) gender stereotypes can be perceived at
two levels: sex-roles stereotypes and sex-trait stereotypes. While sex-role stereotypes are beliefs
about the appropriateness of various roles and discriminating activities for men and women, sextrait stereotypes are beliefs that “psychological and behavioral characteristics” describe majority
of men than the majority of women. The greater visibility of male leaders has caused the
socialization in society that leadership role is more related to the masculine gender rather than
feminine (Sikdar & Mitra, 2008).
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This is a qualitative study based on both primary and secondary sources of data.
Empirical evidences were collected through a fieldwork conducted by series of interviews
following semi-structured and open-ended techniques with 52 employees from 4 RMG (13 form
each) industries located in different areas of Dhaka city, Bangladesh from January 10, 2016 to
February 10, 2016. For the secondary sources of data I have relied on available literature and
documentation such as books, academic articles, periodicals, weekly and daily newspapers’
report and articles, specific surveys, official reports, databases, website and internet sources,
documentaries and discussion though electronic and print medias.
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I have used a combination of purposive and snowball sampling for selecting the respondents.
Majority of the interviews were taken place at their offices and a few were done at the home of
the interviewees. Demographic background of the respondents comprise (88%) of female and
(12%) of male. Among the respondents (75%) married, (18%) unmarried and (7%) divorced.
Respondents’ age ranges from 22 to 51 with a majority in the group of 27-39 (69.7%). Regarding
education, respondents who completed graduate is the lowest category comprising only (8%),
while (14%) respondents have completed Higher Secondary Certificate (HSC), (28%) have
completed Secondary School Certificate (SSC), (41%) have completed primary education and
(9%) have just attended the primary school but did not complete.

6. Discussion of the Findings
Empirical evidences of this study support that ‘gender identity’ is one of the major
challenges that problematize the total goal of trade union in garment industries of Bangladesh.
As female employee is the majority of this sector, their exclusion from the trade union affects
trade union’s achievement very widely and adversely. In this respect respondents were asked an
exploratory question-why female under-representation is very commonplace in the RMG
factories? One of the female respondents state:
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Halima’s experience can be considered as a generalization of female labor’s low density in
the trade union of garment industries in Bangladesh. Most of the female respondents told more or
less similar stories, although some male respondents contradicted with female respondents.
However, empirical evidence demonstrates that in the struggle of trade union rights female labor
is more vulnerable than that of their male colleagues. In particular women face the worst
situation both for the failure to achieve production target as well as for the participation in the
trade union.
Problems with beating in factories were documented by garment worker surveys
conducted by the Bangladesh Institute of Development Studies (BIDS) (Berik and Rodgers,
2012:19). Given their subordinate position in the society, labor market exploitation has become a
routine case against female labors. Earlier studies show that although feminization of
employment could contribute to women’s emergence into public space as an economic agent
(Chowdhury, 2010: 302), it does not mean that patriarchal ideologies have become diluted, rather
their persistence results in significant divergence between male and female perceptions of female
employment (Banks, 2013: 97).
Bangladesh is one of the world’s more patriarchal societies, where women are subject of
acute male’s domination in almost every aspect of their lives (Kabeer, 2004: 14). It is not only
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Halima, 25: …although more female are working in this garment sector than that of
male colleagues, our density in the membership is very low compare to our male
colleagues. In general, the environment is hostile to be a union member both for
men and women. In particular, it is more hostile for women. We are very afraid of
being harassed by the owners and management…
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Although these types of harassment, threat and abuses take place for both male and female
unionists, female unionist victims is more prevalent than that of their male colleagues. Another
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the patriarchal domination that excludes female from their rights of freedom of association but
also the capitalist interests works for this deprivation. The capitalist venture consists of national
and international investors created the opportunity for these impoverished and unskilled female
labors in the pursuit of maximum profits at the minimum possible cost (Kabeer and Mahmud,
2004: 145).
Patriarchal interests are often conflates capitalist interests as both employers and male
partners are seen to benefit, the former from the lower wages they can pay female labors, the
latter because of the greater control that it gives them over their female partners (Hartmann, 1979
cited in Walby, 1990:41). Thus the impact of this export-led industrialization on women workers
has variously been accounted for in the current literature-from ‘cheap labor’ to ‘flexibilization of
the labor force’ (Mitter, 1994; Standing, 1989) from ‘adverse impact’ to ‘benefits’ of
industrialization (Elson & Pearson, 1984; Lim, 1990; Ward, 1990) and from ‘docile and
subservient’ to ‘active’ labor force (Tiano, 1994; Ward, 1988,1990). Although these poor, docile
and exploited female labor are contributing more than anyone else to the economic development,
the government, buyers, and garment owners do not respect their rights accordingly. As a
renowned trade federation leader Nazma Akter states in her interview with World Policy
Institute:
Nazma Akter, 40: …when workers try to raise their voices or join a union, they lose
their jobs. If they seek unionism, then the government is not on the side of the
workers. If we are talking about factory workers who have problems and want to
raise their voices, then the buyer proclaims that the union is not good and will
destroy its industry. No one is interested in freedom of association in our garment
industries…
She further argues that ‘there must be a trade union’ in all the garment industries. Because,
lack of trade union cause the deprivation of females’ other rights i.e. low wages, unsafe working
conditions, lack of security and various types of harassment. In fact, female labors are subject to
multiple discriminations. Capitalists (i.e. owners, buyers) in association with government
agencies, bureaucrats, and politicians-cum businessmen create impediments for the female labor
both to participate and to lead the trade union. As one female workers sates:
Marzia, 24: …I am a member of the trade union in our garment. Last year we joined
to the protest arranged by another garment’s workers. They were demanding their
payment on time and freedom for trade union rights. Police and local goons who
were hired by the respective garment’s management beat us. Case were filed against
around 300 hundred workers, where I am also included. On the following day when I
went to work, management abused me and they told me why I joined to the protest.
You could rape by the local goons, or police could take you away, could rape, and
could kill you. They warned me, if they see me later active in trade union activities, I
would be fired from the job…
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renowned female garment leader Kolpona Akter said in an interview with ‘Clean Cloth
Campaign’:
Kolpona Akter , 39: …I started to work as a garment worker at the age of 12.
Factory managers fired me when I was 16 because I was organizing workers. I was
beaten several times by the management and their hired goons. I had to face
unlimited verbal abuses. Very often I get life threat over telephone. Many cases
were filed against me to stop me my struggle for trade union rights…
In fact, gender identity marginalizes women’s rights almost uncontested. Women position
and status are very weak in the prehistorically male dominated Bangladeshi society. And women
are also thought that they can be easily stopped by intimidation threat and by harassment both
verbally and physically. In this respect, Human Rights Watch conduct a research which
interviewed more than 160 workers from 44 factories in Bangladesh that has revealed how
female labor are brutally abused for the attempt of their unionization. It featured female leader
Meera Basak’s history of torture:
“I was beaten with metal curtain rods in February (2015) when I was pregnant. I was
called to the chairman’s room, and taken to the 3rd floor management room, which
is used; by the management and directors-and there the local goons beat me... There
were other women who were called at other times, and they were beaten the same way
as well. They wanted to force me to sign on a blank piece of paper, and when I refused
that, they started beating me. They were threatening me saying ‘you need to stop doing
the union activities in the factory, why did you try and form the union? You need to sign
this paper.”
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Thus male domination often downsizes female garment workers by comparing them with
prostitute. In fact, when women say about their rights, when they want to be united male
domination use the abusive words often attacking their character that these women are bad. In an
essay on Bangladeshi garment workers’ miserable life stories written by an 'investigative
journalist’ employed by a US trade union published in a volume of essays on sweatshop labor
states “There's a saying among girls in the slums of Bangladesh: If you're lucky, you'll be a
prostitute-if you're unlucky, you'll be a garment worker” (Spielberg, 1997: 113 cited in Siddiqi,
2009:158). Thus working in garment industries is a matter of disgrace for female. In another
report ITUC published on November10, 2014 reveal that:
“…On 22 February 2014, a female organizer was beaten, had her clothes torn off
her and threatened with rape. On 10 November 2014, at one Azim Group’s
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Several workers I interviewed also shared similar experiences of their lives as well of their
colleague’s lives. ITUC (2015) in its report published in September 18, 2014 featured:
…In a factory near by Dhaka city, a supervisor said any woman joining the union
would be stripped of her clothes and thrown onto the street. Elsewhere, a manager said
a female union organizer had been “polluting” his factory and that she should go and
work in a brothel…
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factories, a female union organizer was swarmed by people, pushed to the
ground, and assaulted…”
These are the common scenarios that women face from the management and owners of the
garment industries when they attempt to unionize. On the other hand, their male colleagues also
harass them. While garment owners, buyers and government discourage women both for
membership and leadership in trade union, their male colleagues although encourage for
membership of trade union, they don’t support female member to be their leaders. As one female
respondent state:
Babita, 28: …our cultural norms and values do not support that female will
represent male. We are under male control from our childhood. The male always
subordinates us. Our society does not support that female will lead the male. If I
want to be a leader among the workers, my male colleagues will not welcome it. I
think, gender identity is the major factor that leads to under-representation of
women in the trade union leadership…
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This is a very common experience for female organizers. Thus the male-dominated nature
of the “trade union culture” (times of meetings, style of meetings, trade union jargon, etc.) works
against female workers. In addition, trade union activity implies a high degree of availability,
which often conflates the time generally set aside for private life (ibid, p.22). Female worker also
abused in the family for their time given outside for trade union activities. Thus female are also
strongly discouraged by their family members to take trade union responsibility. As one
respondent state:
Asma, 23: …my parent warned me if I face any problems for the participation of
trade union activities, they would not help me. While my husband also doesn’t like
that I participate actively in trade union’s activities. Their argument is we are poor,
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This is just a typical statement. Majority of the female respondents whom were
interviewed for this study has expressed similar opinions. In fact, prejudice associated with
gender indemnities is a big challenge that often intersects the gender difference very pervasively.
Hostile reactions, verbal teasing, showing neglecting attitude against taking on trade union
responsibilities often continue the existence of prejudice and reinforce the gender difference.
Empirical evidence further reveals that male colleagues also sexually abuse women. Forced sex,
verbal abuse, teasing are very common to feature both in the sweetshop floor as well as in other
place where they need to interact together for trade union purposes. Another female respondent
shares her experience:
Rumana, 26: …most of the meeting held at night, as our trade union activities are
not allowed during our office hours and also not in the garment premises. One day
after my work hours finish I attend a meeting of trade union activities far from my
house. Meeting has been finished at around 10 at night. One of my male colleagues
told me that he could help me to go home. But after a while he tried to touch my
breast and has given me the proposal for sex with him. I saved myself somehow,
although still this bad experience hurt me much…
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we don’t need right, we need money. And if I am fired from work, they will also fire
me from their house…
In a word, female labor is neither safe anywhere, nor from anybody. It is evident form my
interviews, being a trade union organizer for a female means her life is subject to abuse, harass,
and threat. As federation leader Nazma Akter in her interview state with World Policy (2013):
Nazma Akter, 40: “I have had cases filed against me. I am always under observation,
which is meant to oppress us. Law enforcement, police, national security, as well as
many people are also observing our activities and our office. Goons attacked our
office, and they beat us...”
However, among many frustrations there are some hopes. The awareness of equal trade
union rights is increasing among the female workers, although their struggle still remains very
tough and the progress is very slow.
Many female labors that were interviewed agreed that gender equal trade union participation
is one of the fundamental vehicles that can improve women’s labor conditions. Some female
respondent shared their experiences how they negotiate and fight for their labor union rights.
Few female trade unionists intended to fight for their rights even if they face risks. In fact, male
cannot represent women’s concerns accurately (Kaminski and Yakura , 2008: 462-63). Because,
women might choose to advocate for different issues than men do (ibid, p. 462-63). In this
respect one female respondent states:
Runa, 31: …we should represent the trade union equally. Our male colleagues cannot
raise many of our problems. For example, our male colleagues very often sexually
harass us. So as they are perpetrators and we are victim, so our voice can be raised
by them. They will not do it…

The basic aim of this study was to shed lights on how gender identity affects female
workers’ struggle for trade union rights in the Bangladeshi garment industries. Findings of this
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7. Concluding remarks
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Other female respondents have given more or less same statements in this respect. However,
it is evident from my interviews that women think they are the true representatives to advocate of
their rights. Their conversation demonstrate that, it is not only the sexual harassment against the
male colleague we can report, rather there are lots of other issues as well-for what we need
represent the trade union equally with male. They also feel it is important to socialize and
organize the fellow workers specially the new comers that the union values her voice. Apart from
some common issue i.e. wage gap and wage increase, safety and security in the workplace etc.
there are also some special issues for which women need to join trade union. For instance,
although women work outside, family maintenance is still their prime concern. Women have to
take care of the child, women need to undergo with maternity period, elder care etc.-are the
special agenda that only women can raise accurately. Thus female workers negotiations ability is
increasing, although the progress rate is very slow.
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study demonstrate that given a male dominated society Bangladeshi female workers’ struggle for
trade union rights are problematized by gender identity to a great extent. Gender stereotypical
adherence inclined with masculinity and femininity marginalize female labors both in trade
union’s participation and in leadership. Although the possibility of gender equal participation in
the trade unions seems to be one of the solutions for female to have more impact on the working
conditions and relations with the employers, the evidence from this study does not support
female’s equal opportunity both in trade union participation and in leadership. Empirical
evidence reveals that at more profound level cultures of gender discriminatory practices are
strongly embedded especially in traditional unions and among traditional male leaderships.
Findings of this study further demonstrate that female labor is the most vulnerable group who
often have to face physical, sexual, mental and verbal abuse, harassment and exploitation by the
anti-unionist groups comprised by male as supervisor, hired-goons, owners of the RMG and
officials from public administration (i.e. police, trade union registration officer etc.).
However, findings also reveal an increasing evidence of changing attitudes among young female
unionists to take the challenges of leadership along with their male counterparts. An optimistic
reading of these changes sees the possibilities for increasing inclusion and gender equity within
trade unions. In the concluding it would be suffice to say that more than 80% of the RMG
workers in Bangladesh is female, since deprivation of their right to unionize would jeopardize
the sustainability of the growth of this sector to a great margin. So, to ensure the continuity and
sustainability of this sector, the government as well as other stakeholders needs to address the
issue right now before it gets too late.
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Abstract
This paper provides an overview of the structure and performance of imports in Tanzania. It takes into
consideration the effects of the country’s historical trade policy reforms and other determinants over the
period 1995-2014. During this period, the country established bilateral trade agreements with African and
non-African countries and regional groups. At a global level, the country imports predominantly from
Asian countries. In Africa, South Africa is the main import source for Tanzania. Tanzania’s imports are
dominated by manufactured goods accounting for more than 60% of the total imports from the world, while
capital goods account for less than 20%. Over this period, the country had been recording trade deficits
with virtually all its trade partners, this is attributable to trade creation and diversion effects of its current
preferential trade agreements, lack of suitable infrastructure and shift on the type of products that the
country imports.
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In recent years, achieving a more sustainable economic growth and environment has become every
country’s goal. Among other important economic policies, the United Republic of Tanzania (Tanzania) has adopted
the trade liberalization policy as one of the key instruments that it can use to stimulate growth and to integrate itself
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into the global economy. The trade liberalization policy is believed to promote efficient allocation of resources;
allow for accomplishment of economies of scale; and encourage competition both in domestic and international
markets that leads to an optimization of the production processes and to the development of new products (Koniger
and Busse, 2012). This process has had implications for Tanzania’s imports behavior and reliance on imports. The
reliance on foreign goods and services for domestic consumption is measured through an import penetration ratio.
For Tanzania, this ratio had been fluctuating between 48% and 30%over the years. During the period 1993 and 2002
the country experienced a sharp decline on the amount of domestic consumption satisfied by imports from 48% to
20% respectively (UNCTAD1, 2014). After 2002, the country saw a gradual increase from 20% in 2002 to 36% in
2011 with fluctuations in between (UNCTAD, 2014). In 2014 there was a decrease again from 36% to 30% in 2014
(UNCTAD, 2014).
A number of studies such as Shawa and Shen (2013) have looked at the determinants (of),and trends in,
trade and trade balance in Tanzania. However, as far as we know, there is no recent study that provides a thorough
analysis of the changes in import demand in Tanzania covering the period from 1995 to 2014. This paper
therefore,gives a brief analysis of imports demand in Tanzania by looking at the structure and performance of
Tanzania’s imports, taking into account the effect of historical and current trade policy reforms and the impact of
other factors over the period from 1995 to 2014. The paper is divided into five sections. Section two provides a brief
overview of Tanzania’s historical and current trade policy reforms, focusing mainly on the import side of trade.
Section three covers the structure and trends of imports over the period 1995 to 2014. Section four looks at
challenges of imports in Tanzania, while section five concludes the study.

1

United Nations conference on Trade and Development
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Since the late 1960s, Tanzania has embarked on a number of economic policy reforms, in an effort to
stimulate economic growth and restore economic balances (Mkubwaet al,2014).As part of this, over the period 1961
to 1970,the country undertook a number of trade policy reforms, which were meant to open up the country’s
economy and integrate it into the global world. This included the abolition of imports restrictions, simplification of
tariffs, and liberalisation of foreign exchange rates. This period was a liberal period reflecting on the linkages
inherited from the period before independence (Saruni, 2006). During this period, the country introduced an importsubstitution strategy, to replace imports with domestically produced imports (Kanaan, 2000).
During the period 1970- 1980, the Tanzania continued to implement more trade policy reforms. This
included, the adoption of the confinement policy in 1972, which was intended to ensure that all major economic
policies, including the trade policy are put under the control and management of the public sector (Saruni, 2006).
During the same period, the Government of Tanzania introduced a restrictive regulatory system for imports, which
was implemented through administrative allocations of foreign exchange and an import licencing system (Kanaan,
2000).Most of these measures were intended to encourage domestic production and exports. However, most
domestic industries were unable to produce efficiently enough to compete in the world market (Saruni, 2006). As a
result, the country was faced with a trade deficit, originating from the inability of industries to produce enough for
exports.
The period 1980 to 1990 marked the introduction of the Structural Adjustment Programme, the National
Economic Survival Programme and theEconomic Recovery Programme (Mchallo, 1994). The three programmes
comprised of a number of macroeconomic policies and were intended to have consequences for Tanzania’s external
relations, specifically imports. According to Mchallo (1994), these programmes were meant among other things to:
(a)restructure future economic activities through better incentive systems; (b) revise priorities in government
spending to achieve a more sustainable external balance and renewed growth; (c) judicious use of available foreign
exchange so as to enhance future earning capacity as well as save on imports; (d) Increase the output of food and
export crops through appropriate incentives for production, improving marketing structures, and increasing the
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resources available to agriculture; (e) Increase capacity utilisation in industry through the allocation of scarce
foreign exchange to priority sectors and firms; and (f) restore internal and external balances by pursuing prudent
fiscal, monetary and trade policies.This includes the country’s commitment to reduce trade deficits by encouraging
exports and replacing imports with locally produced goods and services. The introduction and implementation of the
economic recovery programme helped extend the trade liberalisation initiative to include the removal of imports
restrictions and price deregulation (Saruni, 2006). The year 1988 marked the liberalisation of imports in Tanzania,
which was facilitated by the recovery of exports. This led to the rationalisation of import tariff rates, and
subsequently reduced the trade –weighted average tariff rate from 35% in 1986 to 23% in 1988 (Kanaan,2000).
Over the period from 1991 to 2010, Tanzania continued to implement the programmes mentioned above. The
country became a member of the Common Markets for Eastern and Southern Africa (COMESA) in 1993 (United
Republic of Tanzania affairs, 1999).The country is a founder member of the Southern African Development
Community (SADC)which was established in 1992 in terms of the SADC trade protocol and implemented in 2000
(WTO, 2006).In 1995, Tanzania became a member of the World Trade Organisation (WTO). Before this, it was a
contracting party to the General Agreement on Tariffs and Trade (GATT) (WTO, 2006). Being a member of the
WTO Tanzania is bound by all WTO Multilateral Agreements and has to comply with the WTO agreements as well
as take advantage and opportunities arising from these agreements and trade negotiations (WTO, 2012).This
included granting at least most favoured-nation (MFN) treatment to its trading partners. In this period, all tariffs
were ad-varolem and were bound at a rate of 120%on goods in 755 tariff lines, including all agricultural goods and
some manufactured products (Walkenhorst, 2009).
Tanzania is a founder member of the East Africa Community (EAC), which was established in 1999 and
came into effect in 2000. Being a member of the EAC, the country benefits from the Tripartite Free Trade agreement
between COMESA, EAC and SADC and the economic partnership agreement (EPA) between the EAC and
European Union (EU). The main objective of the Tripartite Free Trade agreement is to: (a) Promote economic and
social development of the Regions; (b) create a large single market with free movement of goods and services to
promote intra-regional trade; (c) enhance the regional and continental integration processes; and Build a strong
Tripartite Free Trade Area for the benefit of the people of the Region (Tralac, 2010). In 2000, Tanzania withdraw its
membership from the COMESA. This was due to a proposal that was made by the group (COMESA) to reduce
customs tariffs for member states by 90% (United Republic of Tanzania affairs, 1999).
The year 2002 marked the removal of import duty exemption on imports by central and local government.
Following this, the country introduced four duty bands for the simple tariff structure ranging from 0% to 25% in
2004(Walkenhorst, 2009). During this period, import duties were removed on capital goods and unprocessed
materials, while tariffs of 10, 15, and 25 per cent, respectively, were being charged on semi-processed inputs, fully
processed inputs, and final consumer goods (Walkenhorst, 2009). Out of 5324 tariffs lines 67% were non-zero, with
39% being subject to the highest duty rate of 25% (Walkenhorst, 2009). In terms of the simple MFN-tariff average
in all tariff lines, the country applied a rate of 13.5% and import-weighted average amounted to 8.8%.In the same
period, the country participated in the signing of the East African Community Customs Union. This resulted in a
complete removal of tariffs on goods imported by Tanzania from Uganda and Kenya, and a gradual phasing out of
tariffs on a maximum of 25% of category B goods from Kenya to Tanzania (EAC, 2015). The gradual decline on
tariffs was meant to last for a period of five years as follows: 10% in 2005; 8% in 2006; 6% in 2007; 4% in 2008;
and 2% in 2009 (WTO,2006). The country stopped applying suspended duties to imports of goods in 128 tariff lines
in 2004 (Walkenhorst, 2009). In 2005 the country was part of the EAC member countries that adopted the common
external tariff (CET).This led to a reduction of applied MFN tariffs from an average rate of 13.5% at the end of
2004 to 12.9% in 2005(WTO, 2006; Walkenhorst, 2009).The CET tariff was structured in a form of three bands,
which included a rate of 0% charged on raw materials, capital goods, agricultural inputs, certain medicines and
certain medical equipment, 10% on intermediate goods and other essential industrial inputs and 25% on finished
goods (MOF2, 2014). According to MOF (2014), although Tanzania had bound other duties and charges on the
products covered by its tariff binding commitments at zero, by 2006, a US$10 customs processing fee, and a
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destination inspection fee of 1.2% on the free on board value, was applied on certain imports (WTO,2006). During
the same period, a VAT at a standard rate of 20%, and excise duties were applied on imports (WTO, 2006).
By 2006, Tanzania still had import prohibitions on products such as narcotic drugs, tear gas substances, and
subversive/pornographic materials or literature (WTO, 2006). During this period an ad valorem rate of 7% on
mobile phone services, 10% on saloon cars, station wagons and four-wheel-drive vehicles with engine capacity
exceeding 2000 cubic centimetres, 120% on plastic shopping bags, and 30% on mostly "luxury goods" was being
charged (WTO,2006).In 2008, Tanzania as a member of the SADC launched the SADC Free Trade Area (FTA)
agreement(Swaziland Revenue Authority, 2013).
Between the years 2011 and 2016, the country continued to reform its trade policies and establish more
trade relations. By 2014 imported goods were subject to custom duties, except for some raw materials and capital
goods that qualify for a 0% rate. For intermediary and finished goods, customs duties ranged between 0% - 25%,
depending on their nature (KPMG3, 2014). As a member of the EAC, the country was part of the finalisation of the
East African Community –European (EAC-EU) economic partnership agreement in 2014. Among other things, the
agreement covered trade relations between member countries for the EAC and the EU (European Commission,
2014). Table 1 provides a summary of the country’s import related policies discussed above in a chronological form.
Table 1: The chronology of the import policy reforms in Tanzania

1990-1999

2000- 2010

•
•
•
•
•
•
•
•
•
•

3

Import weighted average amounted to 8.8%
Establishment of the EAC
Removal of import duty exemption on imports by central and local government
Introduction of four duty bands for the simple tariff structure ranging from 0% to 25%
Tariffs of 10%, 15%, and 25% charged on semi-processed inputs, fully processed
inputs, and final consumer goods, respectively.
25% being charged on some tariff lines
Signing of the EAC customs union
Abolition of suspended duties on 128 tariff lines
Reduction of applied MFN tariffs from an average rate of 13.5% to 12.9%
Introduction of a US$10 customs processing fee and destination inspection fee of 1.2%
on the free on board value on certain imports

Klynveld Peat Marwick Goerdeler
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1980-1989

•
•
•
•
•
•
•
•
•
•
•
•
•

Policy reform
Adoption of the confinement policy
Introduction of a restrictive regulatory system for imports
Introduction of the National Economic Survival Programme
Introduction of the Economic recovery programme
Introduction of the Structural adjustment programme
Became a member of COMESA and the SADC
Signed a SADC trade protocol was signed
Joined the World Trade Organisation
Signed the treaty for the establishment of the EAC
Bound tariff on goods in 755 tariff lines at a rate of 120%
Withdrawal of membership from the COMESA
Implementation of the SADC trade protocol
Simple MFN-tariff in all tariff lines at 13.5%
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•
•

A VAT at a standard rate of 20%, and excise duties applied on imports
Import prohibitions on products such as narcotic drugs, tear gas substances, and
subversive/pornographic materials or literature
• An ad-valorem rate of 7%, 10%, 120% and 30% being charged respectively, on mobile
phone services, saloon cars, station wagons and four-wheel-drive vehicles with engine
capacity exceeding 2000 cubic centimetres, plastic shopping bags, and mostly ‘luxury
goods’.
• Launch of the SADC Free Trade Area (FTA) agreement
2010-2016
• Intermediary and finished goods subject to a customs duty ranging between 0% - 25%
• Finalisation of the EAC-EU economic partnership agreement
Source: MOF (2004), WTO (2006; 2016),Mkubwa et al.(2014), South African Institute of International Affairs
(2015), European Commission (2015), Kanaan (2000), Saruni (2006) and Tralac (2010)
Trade policy developments in Tanzania included tariff adjustments and elimination. This takes account of
two types of tariffs, namely, Most Favoured Nations (MFN), applied duties and preferential duties. These types of
duties are usually equal to or less than the maximum duties that are set by the World Trade Organisation tariffs
(WTO). The maximum duty is a specific commitment made by individual World Trade Organisation member
countries and is the maximum MFN tariff level for a specific commodity (WTO, 2016). These (MFN) duties are
duties that countries promise to impose on imports from members of the WTO that they do not have a preferential
agreement with (WTO, 2016). Preferential tariffs are tariffs that a country imposes on imports from trade partners
that it has preferential trade agreements with. These are usually less than the applied MFN duties (WTO, 2016).The
import tariff schedule on all Harmonized System (HS) 6product groups forTanzania is presented in Table 2.

Table 2: Total tariff schedule (2014)

4

120
120

MFN applied duties
AVG6
DutyMax7
free in
%
23
7.7
25
52
0
60

120

0

120

100

22

8.4

25

0.1

16.6

120

0

120

100

20

16.7

25

0.0

2.6

120

0

120

100

23

10.3

75

3.6

1.4

120

0

120

98.6

12

20.5

25

2.0

56.1

120

0

120

100

34

0

100

1.2

0

120

0

120

100

25

0

35

0.9

0

120

0

120

100

0

100.0

0

0.0

100.0

120

0

120

100

11

38.2

25

0.2

77.8

Simple average of final bound duties excluding unbound tariff lines
Highest ad valorem duty or calculated AVE within the product group.
6
Simple average of MFN applied duties
7
Highest ad valorem duty or calculated AVE within the product group.
5

Imports
Share
Dutyin %
free in
%
0.1
17
0.1
0
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Product groups
Animal products
Dairy products
Fruit, vegetables,
plants
Coffee, tea
Cereals &
preparations
Oilds, fats & oils
Sugars and
confectionery
Beverages &
tobacco
Cotton
Other agricultural
products

Final bound duties
DutyMax5
Binding
freein
in %
%
0
120
100
0
120
100
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Fish & fish products
120
0
Minerals & metals
Petroleum
Chemicals
120
0
Wood, paper, etc.
Textiles
120
0
Clothing
Leather, footwear,
etc.
Non-electrical
120
0
machinery
Electrical machinery
Transport equipment
120
0
Manufactures, n.e.s.
120
0
Source: World Trade Organisation (2014)

120
120
120
-

1.6
0
0
0.2
0
0.3
0

25
11
4
4
14
20
25

0.3
36.6
61.4
78.2
25.5
6.9
0.2

25
35
25
25
25
56
50

0.1
14.5
37.2
9.9
1.8
1.7
0.6

0.0
43.5
99.3
80.9
20.6
12.8
13.3

-

0

13

21.1

25

2.1

7.7

120

0.2

3

75.2

25

6.8

52.1

120
120

0
0.8
0.5

11
6
15

35.4
61.8
31.4

35
25
40

4.9
10.5
1.6

42.4
34
61.8

Tanzania has made significant strides in liberalising its imports by binding some of its tariffs and
abolishing some. By 2014, the country had bound duties applied on about 120 of its tariff lines on average. Also, its
ad-valorem tariffs were bound at a maximum of 120%for all product groups. The average binding for most of the
product groups is 100% and this implies that all tariff lines in that particular product group are bound. There are
some groups that have a coverage that of less than 10% (Table 2). Under the MFN applied duties, the product
groups listed in Table 2, with the exception of a few were subject to a maximum ad-varolem duty of 25 %, whilst
the rest had a range of 60 to 100% by 2014.Product lines with the highest share of imports that are free of MFN
applied duties include Cotton (100%), Petroleum (61%),and Chemicals (78%) (Table 2).

3. Import Growth in Tanzania
Tanzania imports and exports goods and services. However, following the introduction of trade
liberalisation, inter alia other factors, and the country gradually became a net importer. Figure 1 portrays trends in
the country’s trade and trade balance with the world over the period, 1995 to 2014.
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Figure 1: Trends in trade and trade balance over the period 1995-2014
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As figure 1 show, the country had been reporting a wide trade deficit over the entire period. This is due to
the gradual increase in the quantity of imports from the world, which had been at a faster rate relative to exports
(UNCTAD, 2014). Although the country’s contribution to the world’s imports had been increasing, it remained less
significant over the years ranging between 0.03% and 0.07%(UNCTAD, 2014). The structure and nature of a
country’s imports have an impact on its imports patterns. Figure 2 shows the composition of Tanzania’s imports by
type.

Figure 2: The value of import products and services as a % of total trade (1995-2013)

Source: UNCTAD, 2014
The country’s imports are predominantly goods rather than services. As figure 2 shows, over the period
1995 to 2013, import products accounted for more than 50% of the total imports and had been increasing, while
import services had been declining. The increase in import products was driven by the importation of petroleum oils,
which accounted for an average of 14% the total import products during the period 1995-2014 (UNCTAD, 2014).
Figure 3Tanzania’s major import product groups.
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Figure 3, Tanzania’s imports by major product group over the period 1995-2014
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The country’s merchandise imports are predominantly manufactured goods. This group of products
accounted for an average of 67.2% of country’s total imports, followed by fuels at 15.3% and all food items at
12.4% (UNCTAD, 2014). Over the period 1995 to 2013, the trends in importation of manufactured goods show a
decline from 75% in 1995 to 55.5% in 2013. Over the same period, the importation of fuels had been increasing
from 5% in 1995 to 27% in 2013. In 2014 manufactured goods started picking up, while fuels were declining.
Figure4 presents annual share of Tanzania’s imports by service over the period 1995 and 2014.

Figure 4: Composition of imports services by service group (1995-2014)

Source: UNCTAD, 2014
Travel services appear to be the biggest contributor to Tanzania’s import services accounting for an average
of 44% of the total services imports followed by transport (35%) and “other services” (17%). travel service and
“other services” had been exhibiting a decreasing trend over the years, whilst transport services showed a rise.

4. Characteristics of Tanzania’s imports
Tanzania trades with various countries in the world, both developing and developed. The top 5 imports
sources for Tanzania are Kenya, India, China, South Africa, and United Arab Emirates. Figure 5 presents the
composition of imports by major import source over the period 1995-2014.

Source:UNCTAD (2014)
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Figure 5: Annual average share of import products by major imports origin over the period 1995-2014
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On average, India (10.2%) and China (10.1%) had been the largest import origins for Tanzania, followed
by South Africa (8.9%) and Kenya (7.2%) over the years. The United Arab Emirates (6.3) is the least contributor
among the top 5 import sources (UNCTAD, 2014). In 1995, India and China had been the lowest sources, however,
following the trade reforms implemented by the country over this period, they gradually became the largest,
overtaking Kenya and South Africa. Figure 6 shows imports by continental source.

Figure 6: Top 5 imports by continent

Source: UNCTAD, 2014
A larger share of imports in Tanzania originate from the European and Asian countries, followed by
African countries (Figure6). Over the period 1995 to 2014, Asia accounted for an average of more than 50%,
Europe, 23% and African countries at 20% (UNCTAD, 2014). Asia’s contribution had been increasing over the
years, while there has been a decline on the imports from other continents.

5. Import relations between Tanzania and Asian countries
Tanzania has bilateral trade agreements with some of the Asian countries, the continent account for
approximately half of the country’s imports. This is attributable to the trade relations that the country has
particularly with India and China. Figure 7 presents the performance of Tanzania in terms of trade with Asia.

Source: UNCTAD, 2014
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Over the period from 1995 to 2014, Tanzania had been a net importer from Asia. As Figure 7 shows, the
amount of exports from Asia to Tanzania had been increasing over time, with the trade deficit also widening. During
this period imports from Asia to Tanzania had been following comparable patterns with the country’s imports from
the world (UNCTAD, 2014). There had been fluctuations in the rate at which imports from Asia to Tanzania had
been changing. Between the year 2002 and 2008 there had been a gradual increase with fluctuations in between
(UNCTAD, 2014). This was followed by a sharp decline in the rate of change from 0.42% in 2008 to -0.18% in 2009
(UNCTAD, 2014). Table 3presents the top 10 imports products from Asia to Tanzania.

Table 3: Top 10 Merchandise imports from the Asia by product (1995-2014)

Top 10 import products
Petroleum oils or bituminous minerals > 70% oil
Fixed vegetable fats & oils, crude, refined, fract.
Medicaments (including veterinary medicaments)
Polymers of ethylene, in primary forms
Rubber tyres, tyre treads or flaps & inner tubes
Flat-rolled prod., iron, non-alloy steel, not coated
Telecommunication equipment,
Motor vehicles for the transport of persons
Motor vehicles for transport of goods and special purposes
Motorcycles & cycles
Source: UNCTAD (2014)

Average imports in
million $
828703
131488
47371
56052
65984
41964
53383
96004
65216
54823

Average Share in
%
28.1
4.5
1.6
1.9
2.2
1.4
1.8
3.3
2.2
1.9

Petroleum oils and bituminous minerals (28.1%) are the most imported product from Asia, followed by
fixed vegetable fats, oils, crude, refined (4.5%) and Motor vehicles for the transport of persons (3.3%).

6. Import relations between Tanzania and other African countries
Tanzania is located within the African continent and a significant share of its imports originate from
countries with in the continent. This section, provides details on trade relations between Tanzania and African
countries. Figure 8 shows the trade and trade balance of Tanzania with African countries.
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Source: UNCTAD, 2014
Over the period from 1995 to 2013, Tanzania had been recording a trade deficit with African countries.
This is signified by the persistent negative trade balance over the years. In 2014, this changed as the country’s
exports to African countries were higher than the imports. Figure 9:Tanzania’s imports from Africa as a share of
imports from the rest of the world.

Figure 9: Import from African countries as a % of imports from the world

Source: UNCTAD, 2014
Over the period 1995 to 2014, Tanzania’s imports sourced from Africa as a share of the country’s imports
sourced from the world varied between 10% and 27%. This is quite significant and shows that Tanzania relies on
African countries for its imports. Table 4 provides details on Tanzania’s top 10 imports from Africa.

Table 4: Top 10 imports products from Africa

Medicaments (incl. veterinary medicaments)
Essential oils, perfume & flavour materials
Soaps, cleansing and polishing preparations
Paper and paperboard
Flat-rolled prod., iron, non-alloy steel, not coated
Copper
Civil engineering & contractors' plant & equipment
Motor vehic. for transport of goods, special purpo

2.7
2.3
1.5
3.2
2.2
0.6
2.2
2.0
3.9
1.4

4.7
2.8
1.3
3.6
1.8
0.8
0.6
1.4
1.7
1.7

5.5
2.8
1.7
3.8
2.2
0.8
0.4
1.8
1.8
2.9

8.5
2.3
1.7
3.9
2.5
0.5
4.3
2.3
1.0
2.1

Articles, n.e.s., of plastics
Source; UNCTAD, 2014 and Author’s Computation

8.0
2.2
2.3
3.1
2.7
0.9
0.1
2.4
1.6
1.7

12.0
2.2
3.4
1.7
3.1
0.5
0.2
2.8
1.6
2.0

12.7
2.5
1.6
1.8
3.2
0.7
0.2
2.6
1.0
2.2

14.3
1.7
2.0
0.8
2.4
1.7
6.4
2.6
2.0
1.3

14.1
1.6
1.6
1.0
2.2
3.5
16.6
1.4
1.8
1.7

15.0
1.9
1.0
1.0
1.9
5.6
12.0
1.7
1.9
1.4

12.3
1.5
1.1
1.3
2.5
7.9
5.7
2.0
2.8
1.9

7.8
1.3
2.2
1.0
1.7
7.6
3.7
3.0
4.1
1.8

11.4
2.0
2.5
1.2
1.9
6.0
2.2
2.0
3.0
1.6

17.0
2.7
1.9
1.3
2.0
6.1
1.4
2.5
5.2
1.4

10.3
2.1
2.3
2.0
2.6
4.6
1.2
2.2
3.9
1.4

10.9
1.7
2.3
2.2
2.7
5.6
1.2
2.0
2.9
1.4

11.4
2.3
2.1
1.8
2.1
5.4
1.8
3.3
4.1
1.3

8.0
2.8
2.0
1.6
1.8
2.8
0.8
5.2
3.4
3.1

The dominating import products, originating from Africa, in Tanzania included the petroleumoils and
bituminous minerals > 70% oil (10.1%), followed by flat-rolled products, iron, non-alloy steel, not coated
(4.2%)(Table 4).Figure 6 shows the composition of imports, to Tanzania, from major African source countries.

8.2
2.3
2.5
2.5
1.9
2.9
0.9
1.7
3.7
1.6

2.4 10.1
3.0 2.2
3.1 2.1
3.1 1.9
1.9 2.2
3.3 4.2
1.0 2.7
2.6 2.6
3.7 3.3
1.8 1.8
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Figure 10: Top 5 imports African source country (1995-2014)

Source:UNCTAD, 2014
On annual average, the country’s African main sources of imports included South Africa (47%), Kenya
(33%), Zambia (5%), Swaziland (3%) and Uganda (3%). Tanzania’s trade relations in Africa differ from region to
region. Figure 11presents trends in imports in Tanzania by African regional source over the period 1995-2014.

Figure 7: Annual average total imports by African region (1995-2014)

Source; UNCTAD, 2014

Tanzania i a member of the southern African Development Community (SADC) and East African
Community (EAC). As a member state, the country benefits from the free trade agreements and customs union that
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(SADC) and East African Community (EAC)
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Southern African countries appear to be the major sources of imports in Tanzaniaas they account for 50%
of the country’s imports from Africa. The second largest source is the East African region, which accounts for 46%.
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have been established in the two regions. This section presents the patterns of imports originating from the SADC
and the EAC in Tanzania. Table 5 presents the annual average share of imports in each SADC member state to total
SADC imports.

Table 5: SADC’s imports by member state (1995-2014)
Countries

Value of annual average imports in Billion
US$

Angola
Botswana
Dem. Rep. of the Congo
Lesotho
Madagascar
Malawi
Mauritius
Mozambique
Namibia
Seychelles
South Africa
Swaziland
United Republic of Tanzania
Zambia
Zimbabwe
Source: UNCTAD, 2014 and author’s computation

11.1
3.9
2.8
1.5
1.8
1.4
3.4
3.3
3.5
0.6
57.9
1.5
5.1
3.5
2.9

Annual average share of
imports (% of total SADC
imports)
11
4
3
1
2
1
3
3
3
1
56
1
5
3
3

In the SADC region, Tanzania is the second most importing country, following South Africa. Over the
period 1995 to 2014, the country accounted for 5% of the SADC’s total imports (table 5). Within the SADC,
Tanzania trades with some of the countries. Figure 12 present trends in trade between Tanzania and SADC member
countries.
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Figure 12: Trade and trade balance with the SADC region (1995-2014)
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Over the period 1995-2011, Tanzania had been a net importer with SADC member states, as it had been
recording a negative trade balance. The trade deficit for Tanzania had been widening over the years with imports
increasing faster than exports. The country’s total imports from the world follow similar trends as the SADC’s
imports (UNCTAD, 2014).Table 6gives a breakdown of the imports from the SADC to Tanzania by county of origin.

Table 6: Imports from the SADC region by member state (1995-2014)
Counties

Imports products in
thousand $

Angola
Botswana
Dem. Rep. of the Congo
Lesotho
Madagascar
Malawi
Mauritius
Mozambique
Namibia
Seychelles
South Africa
Swaziland
Zambia
Zimbabwe
SADC
Source; UNCTAD, 2014 and Author’s computation

Annual average share in %

198
1358
797
208
430
6032
3358
5751
3843
1407
380871
24170
0
45372
473796

0.0
0.3
0.2
0.0
0.1
1.3
0.7
1.2
0.8
0.3
80.4
5.1
0.0
9.6
100%

A larger share of the country’s imports from the SADC is from South Africa. Over the period 1995-2014,
South Africa accounted for 80.4% of the total imports from the SADC. The top 10 import products from the SADC
are listed in Table 7.

Table 7: Top 10 imports from the SADC region by product (1995-2015)
Annual average
distribution in %

1042

10.3

Essential oils, perfume & flavour materials

360

3.6

Paper and paperboard

346

3.4

Flat-rolled prod., iron, non-alloy steel, not coated

677

6.7

Iron & steel bars, rods, angles, shapes & sections

215

2.1

Copper

431

4.3

Structures & parts, iron, steel, aluminium

231

2.3

Civil engineering & contractors' plant & equipment

286

2.8

Telecommunication equipment & parts

217

2.1

Motor vehicles for transport of goods and special purpose
Source; UNCTAD, 2014

446

4.4
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The Petroleum oils and bituminous minerals (10.3%) and flat-rolled product of iron or non-alloy steel, not
coated(6.7%) remain the most imported products from the SADC in Tanzania. As a member of the EAC, Tanzania
trades with a number of countries with in the region. Table 8 presents EAC imports in Tanzania by member state.

Table 8: EAC’s imports by member state
Period

1995-2015

Annual average share in %
Countries
Burundi
0.4
Kenya
8.1
Rwanda
0.9
Uganda
3.1
United Republic of Tanzania
5.3
EAC
17.8
Source: UNCTAD, 2014 and author’s computation

Value of annual average imports in billion$
2
45
5
17
30
100

Over the period 1995- 2015, Tanzania was the second most importing country in the EAC, following
Kenya. The country accounted for 30% of EAC and Kenya accounted for 45%. Figure 9 shows trends in trade and
trade balance between Tanzania and the EAC region.

Figure 13: Trade and trade balance between Tanzania and the EAC region
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Since 1995 Tanzania had been reporting a trade deficit with EAC countries, with the exception of the year
2010, where it recorded a surplus. Tanzania’s total imports from the world follow similar trends as the EAC’s total
imports (UNCTAD, 2014). As one of the most importing countries in the region, a change in its imports
performance leads to significant adjustment on the EAC’s imports. Table 9 presents a breakdown of United
Republic of Tanzania’s imports from the EAC.
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Table 9: Merchandise imports from the EAC region by member state
Period
Countries
Import products in thousands $
Burundi
982
Kenya
287632
Rwanda
9963
Uganda
20927
EAC
319504
Source; UNCTAD, 2014 and Author’s computation

1995-2014
Annual average share in %
0.3
90.0
3.1
6.5
100.0

Imports from Kenya comprised 90% of the total imports from the EAC to Tanzania. Table 10 presents the
top 10 merchandise imports from the EAC in Tanzania.

Table10: Top 10 imports from the EAC region by product (1995-2014)

Product
Petroleum oils or bituminous minerals > 70% oil
Fixed vegetable fats & oils, crude, refined, fract.
Metallic salts &peroxysaltsof inorganic acids
Medicaments (incl. veterinary medicaments)
Soaps, cleansing and polishing preparations
Flat-rolled product of iron, non-alloy steel, coated, clad
Civil engineering & contractors' plant & equipment
Ships, boats & floating structures
Articles and plastics
Source; UNCTAD, 2014

Value of imports in
Millions of $
30155
7894
8648
16525
14190
10035
6528
8534
12703

Annual average
distribution in %
9.4
2.5
2.7
5.1
4.4
3.1
2.0
2.7
4.0

The country’s imports from the EAC are dominated by primary commodities and manufactured products.
Petroleum oils and bituminous minerals (9.4) are the main commodities that the country imports from the EAC,
followed by medicaments (5.1%).
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Tanzania has successfully established trade agreements with a number of regions, however, it has not
succeeded in eliminating its trade imbalances balance. Over the period 1995 to 2014, the country seem to have been
recording trade deficits with virtually all its trade partners. This is attributable to a number of factors both internal
and external. Even though preferential trade agreements are good for a country they can have negative effects on its
ability to trade with other non-member countries if they are not implemented with caution. Mabele (2007) argues
that preferential agreements normally lead to reductions in trade tariffs between member countries, which negatively
impact on a country’s ability to create trade as countries tend to avoid negotiating for a tariff reduction with nonmember countries and divert trade to countries that they has preferential agreements with. This limits the country’s
ability to access sufficient market for its exports. As well, Tanzania’s imports are still dominated by manufactured
goods, accounting for more than 60% of the country’s total import products, while capital goods account for
16.8%(WITS, 2015). Kanaan (200) attributes this to the country’s failure to effectively implement its import
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substitution and export promotion strategy. Also, the country still applies significant tax on importation of capital
goods, which becomes a burden to domestic producers and in turn discourages exports. The country is also battling
with issues of higher service payments in transportation, communication, insurance, financial services, computer and
information services, royalties and fees and other business services largely associated with market oriented
economic policies of Tanzania (OECD, 2003).

8. Conclusion
The paper presents a brief analysis of import policy developments in Tanzania, focusing on policies
affecting import demand. It also analyses the behavior and structure of imports in Tanzania over the period from
1995 to 2014. The emerging outcome in the analysis is that, the country has experienced a number of import policy
reforms over the past years. The reforms included mostly, removal of quantitative restrictions, removal of import
tax, reduction of the number of tariff lines and re-introduction of some of these restrictions. As a result, the
country’s imports started increasing gradually, at a faster rate when compared in exports. Tanzania has made
significant progress in establishing ties with different regional groups and individual countries. During the period
1995 to 2014, the country established a number bilateral trade agreements with African, non-African countries and
regional groups. A larger proportion of imports in Tanzania originate from developing countries and Asian countries
appear to be the largest source of imports for the country. In Africa, South Africa is the main import origin of
Tanzania’s imports. The country’s imports are dominated by manufactured goods accounting for more than 60% of
the total merchandise imports from the world, while capital goods only account for 16.8%.The country still is
struggling with trade deficits with virtually all its trade partners, this is attributable to factors such as trade creation
and diversion effects of its current preferential trade agreements, lack of suitable infrastructure and shift on the type
of products that the country imports.

Page

Aker, SL. 2008. Major Determinants of Imports in Turkey. Turkish Studies, 9(1): 131-145
European Commission. 2015. Economic Partnership Agreement between the EU and the Eastern African
Community (EAC). Available online: http://trade.ec.europa.eu.
European Commission.2016.Economic Partnership agreement between the East African Community partner states,
of the one part, and the European Union and its member states of the other part. Available online:
http://ec.europa.eu/trade/policy.
Kanaan, O.2000.United Republic of Tanzania's Experience with Trade Liberalization. International Monetary Fund,
Finance and Development Quarterly Magazine, 30-33. Available online: http://www.imf.org.
Klynveld Peat Marwick Goerdeler(KPMG).2014.Tanzania’s 2013/14 Fiscal Guide. Available online:
www.kpmg.com.
Mchallo, I.A.J. 1994. The Impact of Structural Adjustment Programmes on the Natural Resource Base: The Case of
Tourism Development. UTAFITI (New Series), 1(2), 88-110
Mkubwa.H.M, Mtengwa, B.A. and Babiker.S.A.2014. The Impact of Trade Liberalization on Economic Growth in
Tanzania. International Journal of Academic Research in Business and Social Sciences, 4(5) 514-532.
Saruni, M. 2006. Determinants of the Trade Balance in Tanzania, 1970-2002: World Bank Institute-Awarded
Theses. 69-88.
South African Institute of International Affairs.2015. Development through Trade: the Southern African
Development Community. Available online: http://www.saiia.org.za
Southern African Development Community.2012. Free Trade Area. Available online: http://www.sadc.int.
Sultan, Z.A. 2011. Foreign Exchange Reserves and India’s Import demand: A Co-integration and Vector Error
Correction Analysis. International Journal of Business and Management, 6(7). 69-79.
Swaziland Revenue Services.2013. Customs. Available online: http://www.sra.org.sz.

195

References

Nomfundo Portia Vacu & Nicholas Odhiambo
A Review of Import Structure and Reforms in Tanzania

The Ministry of Finance-Tanzania.2014. Import Duty. Available online: http://www.mof.go.tz/index.
Tralac.2010.Draft Agreement Establishing the COMESA, EAC and SADC Tripartite Free Trade Area. Available
online: https://www.tralac.org/images/Resources/Tripartite_FTA .
United Nations Conference on Trade and Development.2015. Available online http://www.UNCTAD.UNCTAD.org.

United Republic of Tanzanian Affairs.1999. United Republic of Tanzania leaving COMESA.
Available online: www.tzaffairs.org .
Walkehorst, P.2005.Trade Policy Developments in United Republic of Tanzania: The Challenge
of Global and Regional Integration. Munich Personal RePEc Archive. Available online:
https://mpra.ub.uni-muenchen.de.
World Trade Organization. 2006. Trade policy review of United Republic of Tanzania.
https://www.wto.org

World Trade Organization. 2012. https://www.wto.org
World Trade Organization. 2014. Tariff profile. https://www.wto.org
World Trade Organization. 2016. https://www.wto.org
East African Community .2015. Customs Internal Tariffs. http://www.eac.int
Kanaan, O.2000.Tanzania Experience with Trade Liberalization.https://www.imf.org

Page

196

Contact: n.vacu@yahoo.com. The authors declare that they have no relevant or material financial interests that relate to the
research described in this paper. Also, the authors declares that the submitted paper is their original work and that, upon
publication, nothing contained in it will not constitute an infringement of any copyright. Paper received 07.12.2017. Approved
30.12.2017. This paper is licensed under the Creative Commons Attribution-Non Commercial-No Derives 3.0. License. This
paper is published with Open Access at www.socioeconomica.info.

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2017, 6(12): 197 - 214

Original Scientific Paper
DOI : dx.doi.org/10.12803/SJSECO.61206
JEL: ᴓ

DEVELOPING A NOVEL LEVELISED COST OF
ELECTRICITY MODEL FOR POWER GENERATION
PLANTS∇
Ndala Yves Mulongo
Faculty of Engineering and the Built Environment
University of Johannesburg, South Africa
Clinton Aigbavboa
Faculty of Engineering and the Built Environment
University of Johannesburg, South Africa

Abstract
Levelised Cost of Electricity (LCOE) is a metric that is largely employed by decision makers in energy sector to
measure the cost performance of various electricity generating sources options. Unfortunately, the current
LCOE model is naïve and is not inclusive enough since it is a mere summation of capital, Operations and
Maintenance, and fuel costs. Hence, ignoring some elements that are crucial to business decision. An additional
issue with the standard LCOE model is that it is only applicable to electricity production options, which use
akin technologies with the same annual energy production (Megawatt-hours) as determined by capacity factor.
To provide a fair cost assessment between various power production technologies and to address gaps
containing in the current LCOE model, this study has developed a novel LCOE model that incorporates critical
components to business decision such as, lifecycle greenhouse costs, Transmission and Distribution costs, and
rated capacity replacement costs during power crisis. In this study, the novel model has been applied to six
different electricity generation plants. Various analyses have been conducted including sensitive analyses to
load factor, discount rate, and lifespan. The overall results clearly demonstrated that both fossil fuel power
plants and nuclear technology are cheaper to build and generate electricity from than renewable energy
sources. However, a conclusion was drawn up that due to the inexhaustibility aspect of renewable energy
sources, thus, they should be given more weight. Because, they are sustainable in a long run as well as
environmental friendly.
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1. Introduction
Electricity is assuredly the master key for energy source across the world; meaning that the
world has become modern due to electricity. All the facilities and equipment that developed
countries rely upon and developing countries seek, from lighting to the most sophisticated
electronic devices, require electricity to operate. Electricity is a product that is hard to store since
it is the most fleeting among all types of energy. Therefore, it must be consumed as soon as it is
generated (Paul, 2010). These two elements (most fleeting and hard to store) make electricity
both the most important and one of the most difficult product to understand economically. Due to
its magnitude and economic importance, the electricity sector often needs significant investments
to increase its power capacity to meet demand from consumers. Because, any lack or shortage of
electricity has a serious damage over the economy’s activities (Griffing, 2009).
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Historically, 95% of electricity use in South Africa is generated through burning fossil
fuels such as coal, and to a lesser extent natural gas. Coal is the main source for electricity
generation in South Africa (Jefrey, 2005, Marquard, 2007). Eskom (2010) reports that in 2009,
the total electricity generation capacity amounted to 40. 87 GW of which 34.658 GW came from
coal-fired power plants. Furthermore, the amount of electricity produced account for 233 TWh of
which 216 TWh came from coal-fired plants. It burnt approximately 123 Mt of coal accounting
for 70% of the total consumed in the country (Eskom, 2010). After the national blackout that
occurred in 2008, Eskom is not capable of meeting efficiently the demand for electricity from
consumers. That is why, Eskom has decided to engage in various investment programs to
increase the capacity supply, and the program is to reach 12GW during the next decade (Eskom,
2009). A lot of this investment will be mainly based on coal-fired (Eskom, 2009). Recently,
Eskom has made online the mothballed capacity, which is: Camden, Grootvlei and Komati, and
is currently building two new coal fired power plants: Medupi and Kusile power plants with the
capacity of about 4764MW and Medupi plant 4800MW, respectively. The technology use for
these power plants are supercritical that do not incorporate Carbon Capture and Compression
(CCC) (Eskom, 2009). This process has caused significant damage to the environment by
releasing harmful emissions into the atmosphere. Perhaps the main and undoubtedly the major
discussed greenhouse gas emission is carbon dioxide.
Many scientific proofs have demonstrated that global carbon dioxide emissions are
causing a warming effect on the climate due to the issues related to the potential impact of global
warming; there is general (political) arrangement that there is crucial to implement policy
intervention to lessen these emissions [3]. The South African department of energy has been
designing policy measures to alleviate climate change and have implemented an amount of
energy efficiency measures. These initiatives involve concrete targets for reducing greenhouse
gas emissions, switching to sustainable and renewable energy sources and improving overall
energy efficiency. Wide-ranging investments in energy efficiency programmes and renewable
energy supply have been taking place in the South African power system directed in diminishing
the quantity of greenhouse gases discharged into the atmosphere from producing electricity.
These investments in energy efficiency programmes and renewable energy have been partly
motivated through active government policy.
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South Africa also has an important resource base for a variety of other technological
alternatives, which have not been stated or used on a larger scale until now. These involve CSP,
PV, wind, shale gas, wave power, small-scale hydro and biomass. The resource potential of each
of these sources of energy will be addressed briefly. South Africa is endowed with one of the
most significant degrees of direct normal solar irradiation (DNI) around the globe. Yearly DNI
levels account for 3000 KWh/m² in the province of north-western that make the resource
potential for direct and indirect solar power a large one. An illustration-scale CSP programme is
currently being developed by Eskom in Upington under requirements that were designed by Suri
(2011) at a DNI of 2816 KWh/m² per year. This programme is believed to gain more knowledge
within the CSP central receiver technology as a large-scale application, a technology that Eskom
(2012) considers as a driving factor for future power generation plants. Furthermore, to CSP
technology, the resource potential is also given for other direct and indirect solar power
applications such as PV and direct solar heating. Wind power is also a significant alternative for
future bulk electrical energy generation in South Africa, and its technical potential to meet some
of South African electricity demand was stated by Micklem (2010). Her summary was based on
a classification of the South African territory by Hagemann (2009). However, the South African
National Energy Research Institute (Saneri, 2012) published a more sophisticated study in 2012,
the South African Wind Energy Atlas. The resources have shown to be even higher than in
previous studies, as more accurate information was gathered. What all evaluations and designs
demonstrate is that South Africa has several suitable sites for wind turbines, especially along the
coast and at exposed locations in the inner area with an annual average wind speeds that account
for 9-10m/s and higher. A wind-deploy culture is already made up with widespread small-scale
off-grid applications on farms. First bulk-energy generation programmes are being built by
Eskom and IPPs (Saneri, 2012). Lately, shale gas has been found in rock formations under South
Africa’s Karoo desert.
The Department of Mineral Resources (DMR) argue that a quantification of recoverable
resources shapes up as hard, if not impossible, because of lack of useful information. In
accordance with Botha & Yelland (2011) this amounted to 1000 trillion cubic feet and may be a
change player for the South African energy mix, if generated for power generation. A more
conservative estimation that accounts for 485 trillion cubic feet of recoverable reserves was
published by Kuuskraa et al. (2011). If the lower estimations are real, South Africa will be the
5th biggest known unconventional gas reserves around the world. A deployment of this means
may significantly change the ESI and reduce the share of coal. Nevertheless, the means is
unconventional and therefore a controversially discussed matter in South Africa. Worries
concerning the sustainability of inevitable fracturing processes and an important utilisation of
scarce water facilities are being made up by opponents and these have caused a strong negative
view between parts of the population to the extraction of the gas resources. However, the South
African government has made up a basic moratorium on fracturing in September 2012 and has
since then issued technical cooperation permits (TCPs) that allow for initial research into the
Karoo’s shale gas potential, as reported by Dittrick (2013). Another significant technology that
may produce electrical energy in South Africa is wave power. The Agulhas current is a
consistent ocean current and generates a constant amount of energy of 40-60 KW/m (Holman,
2009). If harnessed through existing wave power technologies, Gunn and Stock-Williams (2012)
believe that more than 18.7 TWh of power may be generated in the South African coast line per
year. In accordance with Dardagan (2012), manager of the Centre for Renewable and
Sustainable Energy Studies at the University of Stellenbosch, technology is available and only a
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shortage of funding and political recognition from the DoE persist as remaining obstacles to use
this technology. Benefits, he noticed, concerning wave power were short lead construction times
of around two years for power stations, and their constant and expected output patterns in energy
generation. Eskom has also acknowledged the importance of this technology and has contracted
Hydro Alternative Energy (HEA) to make up a 5 MW tidal pilot power station in EThekwini on
the KwaZulu-Natal coast to evaluate the economic and technological possibility of larger-scale
programmes (Botes, 2012). Additionally, Eskom has installed numerous monitoring systems and
information is gathered to have knowledge concerning other important sites. Finally, biomass is
a source of energy that may be deployed to produce bulk electricity.
Dasappa (2011) has estimated the power potential from biomass for South Africa at 643
MW or roughly 4.8 TWh, based on his assumption that 30% from current cereal production and
agricultural residues are available as fuel material. His estimations are based on the present
levels of production and does not even involve a raw material supply system, which is especially
believed to be used for biomass. He argues that another benefit to biomass is the fact that load
factors above 70% may be met in biomass power stations that will make their performance
comparable to other centralized power generation stations (Dasappa, 2011). Creamer (2012)
reports that Eskom is considering biomass as a promising alternative and is ready to commence a
co-generation programme in its Arnot power station in future. As fuel material, torrefied black
pellets will be deployed. Creamer (2012) states that this process to be profitable from a cost,
emission reduction, rural development, industrialization and regional integration perspective.
However, Eskom (2013) also believes that large scale production of biomass may cause
competitive situations with other agricultural activities, complex conditions on logistics and
substantial need for land areas.
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Klein (2009); Murat & Mustafa (2009); Fluri (2009); Francesco (2015); Gross et al
(2007); Hisham (2015); Simon et al (2013); IEA/NEA (2010); and DECC (2013) aregued that to
assess the economic potential of various power production technologies, Levelised Cost of
Electricity (LCOE) is a tool that is often used. Therefore, in this study we have also adopted to
use this tool, however, we have developed a new LCOE model from the standard model, which
has been used by various studies. In light of this, in the next section, we are going to introduce
and cover in detail the standard LCOE as well as the modified LCOE developed in this study.
Despite capital cost is a critical element that influences the cost associated with
producing electrical energy by means of a power plant. There exist also others. As we will
address them later in this chapter, such as fuel costs that is a key factor for fossil fuel-based
power production stations. And also, costs related to operating and maintaining a power plant is
also crucial, mainly in those that employ technologies such as gas turbines that necessitate
recurrent important repairs. In what way, then, does one organised concerning merging all these
factors to calculate the cost of producing a unit of electrical energy through a recommended
power plant? Here the response is by employing certain form of financial modelling. Considering
this, LCOE is the economic modelling that is widely used by many decisions makers. This
includes computing the overall cost invested in the construction and operation of the plant
throughout its whole lifespan, divided for every single year of its operation. The yearly outlays
are afterward discounted to adapt them into the present worth. All the yearly discounted figures
are then totalled in order to offer a figure in current's currency for the overall costs related to the
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power plant. This number is divided by means of the projected overall production of the plant
during its lifespan and the resulting figure is the LCOE from the plant, once more in the current's
values.
The LCOE approach is an important tool for an economic assessment of various
electricity generation technologies and it is the most consulted method in electricity sector when
investment and planning decisions are to be made (Mulongo (2017) from Guzmán, et al 2015;
Hisham, 2015; Parrado et al 2015). Furthermore, it represents the most transparent approach
being used for power planning and policy development (IEA/NEA, 2010). The reason for this
being the most used methodology is because it allows cost comparison of several forms of
electricity generation, which differ from physical principles, fuel types, and their lifespan
(Mulongo (2017) from Klein 2009; Murat & Mustafa, 2009; Fluri, 2009; Francesco, 2015).
When calculating the LCOE of a power plant, all discounted direct plant costs over the lifespan
of the plant are divided by the discounted sum of the electricity that it would produce over its
lifespan (Mulongo (2017) from Gross et al 2007; Hisham 2015; Simon et al 2013; IEA/NEA
2010; DECC 2013). In the context of financial, LCOE may also be defined as the constant level
of inflows important per year in order to recover all outflows over the lifespan of a power plant
(Mulongo (2017) from Roth & Ambs, 2004; NREL, 2010). In the standard method, these
outflows involve capital costs, Operation & Maintenance costs (O&M), and fuel costs. In the
end, the calculation enables a cost comparison among various alternatives over a constant unit
cost basis; in this study ZAR/MWh has been used.
Practically, there are two methods that can be used to determine LCOE of a power plant,
namely the simplified LCOE method (sLCOE) and the Financial Model Approach (FMA). These
two approaches are different because the sLCOE method determines “the minimum price at
which electricity should be marked for an electricity generation plant to break even (either have
present worth of zero)” whereas the FMA “determines the needed inflows in order to achieve a
certain internal rate of return” of a particular investor (Black and Veatch, 2011). This internal
rate of return depends on industry-specific project discount rates, tax liability, financing expenses
and incomes requirements. Therefore, FMA approach is largely used by integrated industries,
which may have to make some internal investment decisions among various power generation
technologies (Black &Veatch, 2011). On the other hand, sLCOE method is mainly used by
policy makers because it allows a cost comparison for several power investment technologies
without taking into account a specific requirement, which differ from one industry to another
industry and thus a single discount rate for all projects is used (Gross et al, 2007, Klein 2009,
Simon et al 2013, Black & Veatch, 2011). For these reasons and also because industry specific
data are always hard for outsiders to obtain, the sLCOE approach was adopted for this study.
The costs of producing electricity are generally evaluated according to the Levelised Cost
of Electricity (LCOE) approach. Because, it shows the minimum marketing price of the
electricity generated through a generating technology, assuming constant within real currency
units, which can be needed to ensure all operating costs, interest and primary reimbursement
obligations on debt, taxes and offering the investors an acceptable market return for the assumed
risk. LCOE is estimated as the actual cost of the electrical energy, which makes the present
worth of the returns earning from the selling of the electrical energy equivalent to the present
worth of all costs met throughout the plant life-cycle. LCOE is an essential key that aims at
offering the break-even of sale price and it enables the costs comparison between various
electricity generating technologies. Additionally, LCOE plays an important role in the context of
a free market, therefore contributing to the incorporation of market uncertainties and risks in the
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worth of the cost of capital cast-off to discount cash-flows. LCOE can also be defined as an
indicator of the cost incurred to producing electrical energy. It should be noted that LCOE does
not consider the costs associated with transmission and distribution of electricity. However, it
considers the capital investments, Operating and fuel costs. And this is shown in the equation 1
below. It should also be noted that LCOE may be addressed within real or nominal dollars’ way.
When addressing LCOE in real dollar way, the effects of inflation are removed. However, in
nominal dollar way the effect of inflation is considered (Simon, et al 2013; EPRI, 2012).
Standard LCOE
Typically, the standard LCOE of a power plant take into account three cost components:
Capital cost,
Operation and Maintenance (O&M) cost, and
Fuel cost
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A. Financing capital cost
The cost of constructing a power plant should typically be achieved at the kick-off of the
project, or at least once it is terminated. In many instances, nowadays this would include rising a
finance loan to be reimbursed through the purchase of the electrical energy the plant generates
(Gross et al 2007; Hisham 2015; Simon et al 2013; IEA/NEA 2010). The timespan during which
the loan is paid back relies upon its magnitude and on the kinds of electricity plant under
construction. Generally, it is expected to be less than 2 decades. This is insignificant than the
anticipated lifespan of the majority of contemporary electricity plants. Coal and gas power plants
are likely to have a lifespan of about 3 decades, despite in certain circumstances this might be
prolonged with an important overhaul. While, nuclear technologies are now expected to run for
nearly 4 decades, some perhaps lengthier. Huge hydro-power stations are expected to have
lifespan beyond 5 decades on condition that the site is well selected. In case, the time-scale of
loan does not concur with an accurate lifespan for a plant, the outcome is a reimbursement
timetable, which may negatively impact on the financial side of the project by means of
gathering the outlay of the electrical energy it produces (Gross et al 2007; Hisham 2015; Simon
et al 2013; and IEA/NEA 2010).
In case, for instance, a hydro-power plant has a lifespan of 5 decades could merely gather
a building loan to be repaid over 2 decades, in this case the electrical energy produced by means
of this plant throughout the timeframe of the lend refund would be much significant than it may
be if the lend repayment period is estimated at 4 decades. This is particularly real of RES that are
normally capital demanding since lend reimbursements regularly form the main component of
the cost associated with generating electrical energy (Irene et al, 2017; Ishan and Pallav, 2017;
Ivan et al, 2016). On the other hand, a lend for a low-priced gas power plant would be much
simpler to reimburse, albeit operating outlay might be much larger. There seems to be no
resources of evading this blow of finances under the circumstances that function in economic
markets currently whereby stakeholders request short refund timeframe and important revenues.
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Given that it influences capital investment more harshly does irrationally hinder certain RES,
nevertheless, there are certain indications that this is being established now at a governmental
level (Irene et al, 2017; Ishan and Pallav, 2017; Ivan et al, 2016).
Furthermore, capital cost is an important key for calculating LCOE of a power plant, and
it is generally based on the Plant costs (that are described as the costs set up to build a power
plant). Generally, for such analysis, the idea of overnight costs is considered, which has been
defined by Klein (2009); Simon et al (2013), EUSUSTEL (2007), and Murat & Mustafa (2009)
as the costs that are incurred for the construction of a power plant immediately, and it does not
take into account any assumptions upon interest expenses that happen during the construction
period. Often, such data is designed on the basis of currency per unit of capacity, as all costs
must be levelized over a unit of electricity produce, e.g. in ZAR/MWh. According to Daniel, et
al (2013); EPRI (2012); Guzmán, et al (2015); and IEA/NEA (2010) plant costs should be
divided by the amount of electricity produce within a year. This is given by the 8760, that is the
number of hours in one year, which are multiplied by the total size of the plant and the capacity
factor of the plant stating the percentage of the time the power plant actually produces electricity.
For example, a power plant that has a rated capacity of 4 800 MW, when operating with an 85%
capacity factor, generates 35 740 800 MWh per year. It is important to notice that no power plant
can operate at capacity factor of 100%. Since regular maintenance should be done and over time
some components will be replaced, and the maintenance process will require the plant to stop
(Paul, 2010; Jason, 2011). So far, this illustration is for capital cost per unit of power produce
during one year. As matter of fact, a power plant runs over decades. That is why a Capital
Recovery Factor (CRF) must be taken into consideration. Leland & Anthony (2012) describe
CRF as the equivalent annual amount that the asset, process, or system has to earn each year just
to recover the initial investment at a specified discount rate over its expected life. The CRF thus
converts a flow of annual payments over the lifespan of the plant into a present value. It depends
on the discount rate applied to the project and plant operation time. Thus, the standard capital
cost per unit of electricity produced is calculated according to the below equation:

Where:
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B. Operation and Maintenance (O&M) cost
O&M costs are the costs that are incurred for the operation of a power plant and generally are
expressed in terms of fixed or variable. Fixed O&M costs are the costs that do not depend on the
generated amount of electricity (Mulongo (2017) from Klein, 2009; IEA/NEA, 2010). Generally,
they are set up for the things like loan payment, required maintenance, site security and staff
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(Klein, 2009). Fixed O&M costs are designed on the basis of currency per unit $/kW (for South
Africa is ZAR/kW) (EPRI, 2012). Like the plant costs the fixed O&M costs are as well divided
by annual electricity produce in order to determine how much of them take place during one year
of production (EPRI, 2012). Whilst, Variable O&M costs depend on the generated amount of
electricity, these costs are set up for the things like fuel costs, additional staffing, and additional
maintenance (Mulongo (2017) from Klein, 2009; EUSUSTEL, 2007). Usually, they are
presented as ZAR/MWh. The O&M cost of a power plant is calculated according to the equation
below:

Where:
: Operations and Maintenance costs per unit of electricity produced
: Fixed operations and maintenance costs
: Variable operations and maintenance costs
: Total rated capacity of the power plant
: Load factor
: Numer of hours within a year
C. Fuel cost
Fuel cost is the cost of fuel, most often designed on the basis of currency per megawatt-hour.
For a thermal power plant, it is the heat rate (Btu/kWh) multiplied by the cost of the fuel
(ZAR/MMBtu). This involves upfront fuel costs, and also the on-line operating fuel usage
(Mulongo (2017) from Klein, 2009). Allowance is made in the calculation for the degradation of
a power plant’s heat rate over time. Fuel costs are not considered for renewable energy (Fluri,
2009). The fuel cost per unit of electricity produced is calculated according to the equation
below:

Where:
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Modified LCOE model
To date, the standard LCOE formula as presented in the equation 4 above has been used
by various studies such as, Black & Veatch (2011), Branker, et al (2011), Carlo (2014), Daniel,
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: Fuel price
: Heat rate of the plant
When we include all these components, we can therefore calculate the cost of generating
electricity as per the standard model below:
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et al (2013), EPRI. (2012), Guzmán, et al (2015), Hisham (2015), IEA/NEA (2010), Khatib
(2014), Lazard (2015), Parrado, et al (2015), Simon et al (2013), WEC (2013), Jason (2011),
Murat & Mustafa (2009), Fluri, (2009), Francesco, (2015), Zhao, et al (2015), Umberto& Pietro
(2014). Klein (2009), EUSUSTEL (2007), and DECC (2013).
However, the issue with the standard LCOE model is that is simply based on the
summation of capital, O&M, and fuel costs associated with the power plants, thus, ignoring some
elements that are becoming more and more crucial when it comes to make business decision.
Therefore, in this study, we have modified the standard LCOE formula by developing a novel
LCOE model that considers the omitted factors such as costs associated with GHG emissions,
and costs associated with the rated capacity and energy to be increased in the power grid
throughout the power outages, and transmission and distribution costs. This latter is based on the
transmission of power from power station to the grid and end-users.It should be noted that the
rated capacity and energy replacement accounts for the change concerning effective overall GW
production and output, which should be supplied in case there is a dearth in electrical energy
(MWh or GWh) ought to be made up adding in the power grid an additional plant when a deficit
in capacity (MW or GW) ought to be made up through a purchase of fixed capacity from
neighbouring grid. Additionally, in this new LCOE model we have added levelisation factors
associated with the O&M and fuel costs is because both factors are always subjected to a growth
during the lifespan of the plant.
Additionally, we need to point out that there are slightly differences, which arise in the
outcomes from different studies. One possible explanation is due to the methodology used to
calculate the LCOE that is often selected according to the location of the power generation
plants. For example, LCOEs calculated by Lazard (2015), EIA (2015), and IEA (2015) are not
the same. Therefore, from critical review of existing literature as we have conducted in the
previous chapter, we have developed a new LCOE model that will be used in this study. This
model is applicable to the South African power sector as well as to other countries. Secondly, we
need to note that despite the methodology used to calculated LCOE, this latter is generally
addressed within real or nominal dollars way. When addressing LCOE in real dollar way, the
effects of inflation are removed. However, in nominal dollar way the effect of inflation is
considered. In this study, nominal dollar method is chosen. In this regard, the novel LCOE model
is presented in the equation 5 below:

: Annual effective plant output
: Annual effective plant operating hours
: Maintenance levelisation factor
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Where:
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: Fuel levelisation factor
: Effective rated efficiency
: Capital cost per MWh produced
: Overnight cost per MW increased
: Total rated capacity of the power plant
: Discount rate
: Lifespan of the power plant
: Fuel price
: Heat rate of the plant
: Operations and Maintenance costs per unit of electricity produced
: Fixed operations and maintenance costs
: Variable operations and maintenance costs
: Cost associated with GHG emissions per ton
: Amount of GHG emissions generatedin in terms of ton/MWh
: Costs associated with capacity increased in terms of ZAR/kW-yr
: Rated capacity to be increased in te power grid during the power outages
: Cost associated with energy increased in terms of ZAR/kWh
: Energy to be increased in the power grid during the power outages

4. Results
This section aims at addressing and analysing the findings as calculated according to the
modified LCOE model. Therefore, this section develops three levels of cost comparison. The
first section attempts to analyse the costs of building power plants, costs of producing electricity
among power generating technologies.
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Figure 1. Investment cost comparison between generating technologies (Lazard, 2015)
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A. Costs of building power plants
This point is designed with an objective of assessing the costs of building power plants against
each other. Therefore, the figure 1 above shows this cost analysis.
The figure 1 above illustrates that capital cost varies widely depending upon the technology.
Of conventional technologies including coal, gas, and nuclear; gas technology has the lowest
plant cost. The reason may be because gas technology is modular in nature with many of its
components brought to site ready-constructed. In contrast, coal and nuclear technologies are
expensive because both technologies are always constructed at the site, which requires important
material and significant labor cost. The figure also shows that renewable technologies are more
expensive to install. This may be since renewable energy sources are not cost competitive with
conventional generating technologies. Another reason relates to the extent to which the unit
should be imported. For example, CSP and Solar PV are specialized high technology machines,
which are not manufactured by many firms across the world. That is why, electricity utility
industries within many countries across the world purchase the equipment from abroad. This
process necessitates the availability of foreign currency with which to pay for the transaction and
this affects the total cost. In some circumstances this can also prevent this type of electricity
generation technology to be made online if the necessary foreign currency is not available.
B. Costs of generating electricity
this sub-section aims at evaluating the costs of generating electricity for different technologies
based on their LCOE, the figure 2 below shows the results of this analysis.
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Based on the results from the figure 4.2 above, a coal supercritical power plant will generate
electricity at ZAR 747/MWh, which is significantly cheaper than either gas (ZAR 2 151/MWh)
or nuclear (ZAR 1 131/MWh). This may be due to the abundant availability of coal in South
Africa. Among conventional generating technologies, nuclear may be a viable option as it does
not generate greenhouse gas emission into the environment. However, the issue with nuclear is
that it does not ensure safety to the environment. For instance, the Chernobyl that is considered
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as the major disaster that occurred at the nuclear reactor in Ukraine in 1986. The environment
was seriously polluted by the plumes of radionuclides, and this caused serious damages to human
health and the environment. Furthermore, nuclear waste that is radioactive and hazardous to
human health can last for many decades. Of the renewable technologies, the cheapest alternative
is wind with a LCOE of ZAR 1443/MWh, followed by CSP that has a LCOE of ZAR 1
835/MWh. Solar PV, however, is the most expensive renewable technology option with a LCOE
of ZAR 2 679/MWh. When comparing conventional technologies including coal, nuclear and gas
against renewable technologies including Wind, CSP, and Solar PV, the latter ones are more
expensive. One possible explanation is that renewable energy sources offer a sustainable solution
in a long term since they are inexhaustible. Secondly, they guarantee safety to the environment,
and lastly renewable energy sources do not produce greenhouse gases emissions into the
environment like fossil fuels technologies such as coal or natural gas.

C. Study-by-study data on LCOE for different generating technologies
This sub-section aims at comparing the results from this study with the results conducted by
other studies. Therefore, figure 3 below presents the LCOE for various technologies from
different sources including the data for the present study. For international studies the data was
presented in USD/MWh. But they were translated into the South African local currency at 2015
ZAR/USD exchange rates, which is 12.76 that has been taken from (World Bank, 2015).

Page

From the figure 3, it can be noticed that globally coal is the cheapest alternative. The reason may
be due to its abundant availability across the world. And so far, coal remain the main source of
electricity generation internationally. It can also have been observed from the figure above that
renewable energy sources are the most expensive, this may be since they offer safety to the
environment, and also because renewable energy technologies are seen as clean energy that can
mitigate the effects of greenhouses gas emissions into the environment, which are harmful to
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human health, and lastly, they are not cost competitive with conventional generating
technologies.
D. LCOE sensitivity analysis to discount rate variation
Lazard (2015), IEA/NEA (2010), EPRI (2012), and Khatib (2014) all state that LCOE for all
technologies has always been affected by various inputs such plant cost, O&M cost and fuel cost.
When all these components are kept constant, LCOE could be sensitive to the changes of
capacity factor or discount rate. Therefore, this point aimed at demonstrating the impact of the
variation of capacity factor and discount rates over the LCOE for all generating technologies. To
this end, the results regarding the LCOE sensitivity analysis to discount rate variation ranging
from 1-15% can be observed from the figure 4 below:
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From the figure 4 above, it can be observed that the growth of discount rate increases the
LCOE for all generating technologies. Among all generating technologies, it can be noticed that
coal is the cheapest option regardless of the growth of discount rate. Of conventional
technologies including coal, gas, and nuclear, it can be observed that nuclear technology is very
sensitive to the changes of discount rate than any other conventional technology. The reason may
be because nuclear has got higher investment cost and longer construction time than coal and gas
technologies. Of renewable energy including wind, CSP, and solar PV, it can be observed that
wind is less sensitive to discount rate changes while CSP is very sensitive regardless of the
discount rate variation. One possible explanation is that wind has got lower investment cost and
shorter construction time than CSP. Of renewable technologies, it can also be noticed that the
raking order changes between wind and CSP, from 1-3% wind is slightly expensive; however,
this changes with CSP taking the lead from 3.5-15%. The reason may be since CSP has a higher
investment cost and a higher construction time than wind technology. In conclusion, it can be
observed that of all generating technologies, gas is the least sensitive as the discount rate
changes. The reason is due to investment cost of gas that is lower than for any other technology.
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Ndala Yves Mulongo & Clinton Aigbavboa
Developing a Novel Levelised Cost of Electricity Model for Power Generation Plants

E. LCOE Sensitivity analysis to load factor variation
The capacity factor of an electricity generation plant shows the amount of the electricity
generated by power plant. The capacity factor is an important key for the economics of the
power plant, because it shows the magnitude of electrical energy generated per unit of producing
capacity, which will yield returns to cover the initial capital investment and the operating costs of
the power plant. Sensitivity analysis to capacity factor changes was performed to test the
sensitivity of cost of electricity generation for various generating technologies. Figure 5 show the
evolution in the LCOE as a function of capacity factor changes at 8.8% real discount rates. It
should be noted that the capacity factor for coal, nuclear, gas, and CSP technologies varies from
10-90%, while the load factor for wind technology varies from 10-45%, and lastly for solar PV
the load factor varies from 10-25%.

F.

LCOE Sensitivity analysis to lifetime variation
The projected economic lifespan of operation varies between generating technologies.
The general study assumptions hold that coal and nuclear plants last up to 40 years. While gas,

Page

The first observation from the figure 5 above, is that the capacity factor variation affects
significantly the plants that have high fixed costs. For example, it can be noticed that of
conventional technologies including coal, gas, and nuclear, the LCOE of coal and nuclear
technologies is more affected by the capacity factor changes. One possible explanation is that
coal and nuclear technologies have higher fixed cost than gas technology. It can also be seen
from renewable energy sources including, wind, CSP, and solar PV that the variation of capacity
factor affects them seriously. The reason is that the fixed costs of renewable energy sources
constitute a significant share of total costs. Among all generating technologies, gas is the least
sensitive to the capacity factor variation. One explanation is that variable costs of gas technology
weigh most in total cost than fixed cost.
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wind, and solar PV power plants around 20 years, CSP 35 years. The sensitivity analysis tests
were conducted by changing the lifetimes from 20 to 60 years. The results of the sensitivity
analysis are summarized in Figure 6. On the vertical axis, 100% corresponds to the LCOE in
accordance with lifetime variation.
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The most significant conclusion which can be drawn from this analysis is the noticeable
asymmetric effect on LCOE of early retirement of plants when comparing to lifespan extensions
at the real discount rate used in this study. Although early retirement considerably rises the
LCOE, lifespan extensions do not have significant impact on LCOE. This is real for all
generating technologies, even though the impact is more obvious for those powers generating
plants that have shorter operating lifespans. As soon as the plant has been commissioned, and
much of the investment cost has been acquired, an early retirement of the plant considerably
influences its capability of recovering the initial capital investment. In contrast, in the case of
lifespan extensions, when the plant has already paid back the initial capital investment during the
expected payback period, additional extensions will logically produce extra returns for the plant;
but, because of the discounting consequence, incomes accumulating far ahead in the future do
not have much impact on LCOE after being discounted. Also because of the discounting.
consequence, power generating plants with longer lifespans are not much affected by relative
changes in the operating lifespan of the plant. For instance, despite its high up-front costs, which
must be paid back with the incomes generated during the entire lifespan, any extension of the
lifespan of a nuclear power plant beyond 40 years has very little effect on the LCOE after costs
and returns for the expected period are discounted. Beyond 40 years, which is the operating
lifespan expected for coal plants, any change of this parameter does not have much effect on the
LCOE. On the other hand, LCOE produced by gas, wind, and solar PV, with shorter lifespans,
are the most affected by the change in the lifespan of the plant. The least affected technology is
CSP, with an initial lifetime of 35.
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5. Conclusion
Levelised Cost of Electricity (LCOE) is a metric that is largely employed by decision
makers in energy sector to measure the cost performance of various electricity generating
sources options. Unfortunately, the current LCOE model is naïve and is not inclusive enough
since it is a mere summation of capital, Operations and Maintenance, and fuel costs. Hence,
ignoring some elements that are crucial to business decision. An additional issue with the
standard LCOE model is that it is only applicable to electricity production options, which use
akin technologies with the same annual energy production (Megawatt-hours) as determined by
capacity factor. To provide a fair cost assessment between various power production
technologies and to address gaps containing in the current LCOE model, this study has
developed a novel LCOE model that incorporates critical components to business decision such
as, lifecycle greenhouse costs, Transmission and Distribution costs, and rated capacity
replacement costs during power crisis. In this study, the novel model has been applied to six
different electricity generation plants. To date, the development of this LCOE model is believed
to offer policymakers a more accurate picture of the tradeoffs involved in decision affecting the
electricity sector. In this regard, various analyses based on the developed model were conducted
including sensitive analyses to load factor, discount rate, and lifespan. The overall results clearly
demonstrated that both fossil fuel power plants and nuclear technology are cheaper to build and
generate electricity from than renewable energy sources. However, a conclusion was drawn up
that due to the inexhaustibility aspect of renewable energy sources, thus, they should be given
more weight. Because, they are sustainable in a long run as well as environmental friendly. The
results regarding sensitivity analysis to load factor variation demonstrated that conventional
generating technologies are less affected by the load factor variation than renewable energy
sources. The reason is that the fixed costs of renewable energy sources constitute a significant
share of total costs. It was also observed from the results regarding sensitivity analysis to
discount rate variation that of all generating technologies, gas is the least sensitive as the
discount rate changes. The reason is due to investment cost of gas that is lower than for any other
technology. While, the results concerning sensitivity analysis to lifetime variation revealed a
noticeable asymmetric effect on LCOE of early retirement of plants when comparing to lifespan
extensions at the real discount rate used in this study.
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Abstract
Active age is the age in good health, fulfillment of the work place, autonomy and independence in everyday life,
the process of optimizing and improving the health and social protection and inclusion of elderly people in
society.
The health and health condition are very important for the older people, due to the fact that with the old age all
the functions deteriorate, and they become a group at risk, which is very sensitive to all changes in the immediate
environment.
The survey was conducted with representative sample of 1004 older people at different age, gender, ethnic
background and place of residence in different regions in the Republic of Macedonia. The findings showed a
realistic picture in terms of the health insurance of the older people, their health status, access to health
institutions and services, the confidence in the primary health care doctors, utilization of medicaments, illnesses
and the care for the older people, visits to the doctor and utilization of aids by the older people.
The obtained data from the survey enabled provision of proposals for creation of policies and strategic
documents and opening of services for health and social care of older people in order to improve their quality
of life and to enable social inclusion in the environment.

UN projections for the participation of elderly population in the Republic of Macedonia for
the coming period are expecting increase in elderly people above 60 years with 16.5%, in 2009 with
∇
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33.0% and in 2050 by 2% of the elderly population at the age above 80 years for 2009 and 6.8% for
2050.
According to the World Health Organization Health is a state of complete physical, mental
and social well-being and not merely the absence of disease or infirmity. This indicates that besides
physical and mental health, social well-being is one of the basic elements of good health, namely
maintaining balance between the physiological processes in the human body and the environment,
the family, community and in general the country where older persons live.
Bad socio-economic conditions, low level of education and the high rate of unemployment
result with deteriorated health of the people above the age of 65. The Strategy for Health for all1 in
target 5 – Healthy ageing, states: By the year 2020, people over 65 years should have the opportunity
of enjoying their full health potential and playing an active social role. Particularly: there should be
an increase of at least 20% of life expectancy without disability for people older than 65. An increase
of 50% should be secured of people above the age of 80 that enjoy level of health in domestic
environment which ensures maintaining autonomy, self-confidence and place in the society.
The right to equal health protection is one of the basic human rights. Article 39 of the
Constitution of the Republic of Macedonia2, states: „Every citizen is guaranteed the right to health
care”, and the Law on Health Protection3 and the Law on Health Insurance4 regulate the rights of the
citizens in the area of health protection, relations and rights in the area of health insurance, the
procedure for benefiting health protection and the system and organization of the health protection.

1. Methodological report for the conducted field survey with older persons
Observed population – target group: citizens of the Republic of Macedonia above the age of 65.
Number of effective surveys H=1.004.

Women

Total

% of all

% of all

% of all

65 – 69

15,8

20,8

36,7

70 – 74

13,4

14,2

27,7

75 – 79

7,0

11,0

17,9

80 – 84

5,9

7,3

13,1

85 and over

1,6

3,0

4,6

Total

43,7

56,3

100%

2. Health insurance for the older persons
In accordance with Article 84, beneficiaries of pensions (old age, disability, family and
agricultural pensions), beneficiaries of permanent financial assistance, older persons sheltered in
1

Health Strategy of the Republic of Macedonia 2020.
Constitution of the Republic of Macedonia, „Official Gazette of the Republic of Macedonia “No. 52 dated 22.11.1991.
3
Law on Health Protection, „Official Gazette of the Republic of Macedonia“, No. 43 dated 29.3.2012.
4
Law on Health Insurance, „Official Gazette of the Republic of Macedonia“, No. 142 dated 01.08.2016.
2
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institution for social protection, and beneficiaries of financial assistance for assistance and care from
another person are entitled to health insurance if they cannot benefit health protection on other
grounds).
Republic of Macedonia is passing through long and difficult process of reforms in provision
and financing health care services. The health insurance coverage amounts close to 100 percent. The
uninsured people may also benefit voluntary health insurance (Law on Health Protection, Article 31)
by payment of funds, 1.200 or 2.400 denars for a period of one year. After the expiry of the voluntary
health insurance, the beneficiaries have to give up if they don’t have financial assets to continue to
use the voluntary health insurance.
Regarding the health insurance, most of the respondents, 98,5 percent, do have health
insurance, and only 1,5 percentage of the respondents stated that they don’t have health insurance.
Most of the respondents, older persons, don’t have health insurance because they never had
employment, nine of the respondents were housewives, and four of them were farmers, while two of
the respondents had private business and didn’t pay pension insurance. Some of the older persons that
did not have health insurance are married and some are widowers/widows.

3. Health status of the older persons
One of the indicators of the health status of the older persons is the self-assessment of the
health. Although the subjective indicators of the health condition do not always match with the
objective indicators, still the information about certain health aspects is possible to be obtained if the
older persons are asked to answer.
In regard to the subjective appraisal of the health situation, the biggest number of the
respondents stated that they are in good health, namely 45,9 percent of the respondents stated that
they have very good health, 18,1 percent of the respondents said that they have good health, 8,2
percent consider their health situation as bad and 27,8 percent believe that their health situation is
relatively bad. For sure there is a link between the subjective assessment of the health and the level
of income in the family; the higher the income the better health status. As in other countries, also in
the Republic of Macedonia there is evident difference in the assessment of the health between poor
and richer older persons. The persons with minimal income more frequently emphasized that they
have long-term illness or disability compared to those with better income. The subjective assessment
of the health per regions depends on the nutrition and the way of living in the rural and urban areas.
Most of the older persons stated that they have chronic diseases (59,4 percent) and they live
as married couples. The most frequent chronic disease among the older persons is high blood pressure,
29,7 percent, followed by diabetes at 19,8 percent of the older people and heart diseases at 15,and 8
percent of the older persons. Other chronic diseases are not common among the respondents.
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Most of the women have some chronic diseases, 64,6 percent, compared to 52,6 percent at
men. More typical „male “diseases are heart diseases, at 19,5 percent of the men, compared to 13,4
percent at women, and illness of the prostate at 3,0 percent of the men. The diabetes is more frequent
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In terms of the health situation, more men than women stated that their health situation is good
or relatively good, over 70,0 percent of the men, vs. 58,0 percent of the women. On the other hand,
women more frequently stated that their health situation is bad, 9,6 percent, compared to 6,4 percent
at men.
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at women with 21,6 percent, compared to 16,9 percent at men. More typical „female” illnesses are
illnesses of the thyroid glands and rheumatism. The blood pressure which is most frequently present
chronic disease among the respondents, with 29,7 percent, is almost equally present at men, with 29,0
percent, and at women, with 30,1 percent.
The time period of having the chronic diseases is different. The older persons that have chronic
diseases over 10 years are represented with 39,3 percent of the respondents. They are followed by
older persons which have chronic illnesses from 6 to 10 years with 31,2 percent, and 27,0 percent of
the respondents stated that they have a chronic disease from two to five years.
In terms of the length of the chronic diseases, as much as 54,2 percent of the respondents from
the Vardar region stated that they are chronically ill over 10 years.
If we take in consideration the age of the respondents it is evident that the health condition of
the older people deteriorates with the older age. Only 6,5 percent of the respondents over 85 stated
that their health condition is good, compared to almost one third of the respondents (26,6 percent) at
the age of 65-69 years who stated that their health condition is good.
The most common illness among the oldest respondents, over the age of 85, is heart disease,
followed by blood pressure and lung disease. Also, one half of them stated that they have chronic
diseases for over a decade. Blood pressure appears to be one of the rare chronic diseases which have
a declining trend with the age, as indicated in the table. This shows that there is a need for visiting
nurses or home care service for the older people.
In terms of impact of the previous occupation, almost half of the respondents stated that their
health condition is relatively bad or bad, namely 44,0 percent of the respondents that use to work as
agricultural workers-farmers.
Table 2. Illness due to chronic diseases of the older person and the age of the person
Illness due to chronic diseases of the older person and the age of the person

% in
column

Number

% in
column

Number

% in
column

Number

% in column

Yes

208

56,5
%

155

55,8
%

114

63,3
%

87

65,9
%

32

69,6
%

596

59,4
%

No

160

43,5
%

123

44,2
%

66

36,7
%

45

34,1
%

14

30,4
%

408

40,6
%

368

100,0
%

278

100,0
%

180

100,0
%

132

100,0
%

46

100,0
%

1,004

100,0
%

Total
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In regard to the previous occupation, blood pressure problems are most evident at people who
use to work as administrative workers with secondary education (41,8 percent) and the workers with
lower level of education (34,1 percent). Over one third of the respondents who were heads of
departments or managers suffer from heart diseases or diabetes.

4. Availability of the medical institutions and services to the older persons
The health protection for the older persons is adapted according to the needs of this population
group. In the Republic of Macedonia there is a Service for general medicine where the most frequent
beneficiaries are the older persons. The data about the network of medical units in the villages and
the number and structure of the personnel indicate that the medical service in the villages is not
sufficiently developed and available for ensuring health protection and provision of health care
services to the older persons in the villages in the Republic of Macedonia and it is significantly less
developed compared to the network in urban areas.
The insufficient number of medical workers that work in medical units in the villages in the
Republic of Macedonia do not ensure sufficient opportunities for wider application of the active
method of work and home care by providing health protection to the older persons in the villages.
Special importance and role for the provision of the health protection to the older persons has the
polyvalent visiting service. The visiting service for provision of care to older persons in the Republic
of Macedonia is insufficient, which indicates that there is a need for additional human resources and
provision of appropriate equipment for this service.
The answer to the question “Is there a medical institution in the vicinity of the home of the
older person? Most of the respondents gave positive reply (86,3 percent), and only 13 percent of the
respondents gave a negative reply, and only few of the respondents stated „I don’t know“.
Most of the respondents, 82,4 percent, stated that their general practitioner’s office is not
more than three kilometers away from their home, 9,2 percent of the interviewed people stated that
their home is up to five kilometers away, and 5,3 percent of the respondents stated that their home is
up to 8 kilometers. Very few of the respondents stated that their general practitioner’s office is more
than 15 kilometers away from their home (0,3 percent).
Regarding the question about the distance of the polyclinic from the place of residence of the
respondents/older persons, almost one half of the respondents, (49,5 percent), stated that it is less than
five kilometers, and only 19,7 percent of the respondents stated that they live more than 15 kilometers
away from the polyclinic.

The distance from the home of the respondents to the nearest centre for physical therapy for
most of the respondents, (63,3 percent), is less than eight kilometers, for 14,7 percent of the
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The distance from the home of the respondents to the nearest clinic for 37,1 percent of the
respondents is not more than eight kilometers, and 13,6 percent of the respondents stated that the
distance to the clinic from their homes is over 100 kilometers.
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The distance from the home of the respondent to the general hospital is in most cases, (67,1
percent) not bigger than eight kilometers, for 18,8 percent of the respondents it is less than 15
kilometers, and for 3,4 percent of the older persons the distance to the general hospital is more than
35 kilometers.

Suncica Dimitrijoska, E. et al.
Health and Health Care for Older People

respondents is less than 15 kilometers and for five percent of the respondents the distance is bigger
than 30 kilometers.
Regarding the question how older people go to the medical institutions, most of the
respondents, (46,7 percent), stated that they go independently without any help from another person,
and 27,9 percent of the respondents stated that they go by taxi. Significant number of the respondents,
(26,5 percent) go to the doctor by car (vehicle of the relative/friend or other person). Some of the
respondents travel to the medical facilities with their own vehicles, 22,4 percent. The number of the
older persons that use public transport without assistance from another person is 18,1 percent of the
respondents.
With the age grows the need for support from another person or relative / friend for going to
the doctor. Of 18,1 percent of the people at the age of 65 to 69, the percentage progressively grows
to up to one half of the respondents above the age of 85. This again indicates that the services that
need to be offered to the older persons need to be in direction of meeting their daily needs, such as
the transport services. On the other hand, the survey shows that older persons do not usually use the
public transport in case of the health services. Only 20,6 percent of the respondents at the age of 70
to 74 years use the public transport, while all other age groups use it less.
The answers on the question about the confidence in the primary health care doctor, indicate
that large number of the respondents, 69,5 percent have great confidence in the primary health care
doctor, the number of those that have confidence in the primary care doctor to certain extent is 24,5
percent, while 4,5 percent of the respondents stated that they don’t have confidence (don’t have and
to certain extent don’t have) and some of the respondents did not want to answer the question, which
may indicate that they don’t have a confidence in the primary health care doctor.
Table 3 Confidence in the primary care doctor and the place of residence
Confidence in the primary care doctor and the place of residence
Rural / Urban

Number

Number

% in
column

% in
column

61,2%

461

74,7%

698

69,5%

111

28,7%

135

21,9%

246

24,5%

I don’t have confidence in
him/her to certain extent

21

5,4%

13

2,1%

34

3,4%

I don’t have confidence in my
primary care doctor

5

1,3%

6

1,0%

11

1,1%

Refuses to answer

13

3,4%

2

0,3%

15

1,5%

387

100,0%

617

100,0%

1,004

100,0%

Number

% in
column

I have big confidence

237

I have confidence in him/her to
certain extent

Total

Regarding the question whether the older people follow the recommendations of the doctor,
most of the respondents gave positive reply - yes, 78,5 percent stated that they always follow the
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advices, and 17,3 percent of the respondents stated – sometimes, but, there are some who rarely or
never follow the advices, which might mean that they don’t pay due attention to their health. Women
with up to 72,0 percent, and men with 66,3 percent, have confidence in their primary health care
doctor and to large extent follow the advices of the doctors.
The biggest confidence in the primary health care doctors is present among the oldest
respondents, and the respondents that worked in the police or the army. They always, without
exceptions, follow the advices of the primary health care doctors. On the other hand, only one third,
or 30,6 percent of the older persons that previously worked as craftsmen or as self-employed persons,
only occasionally follow the advices of the primary health care doctors.

5. Utilization of medicaments by the older persons
The examinations are free of charge, but the payment of medicaments and the interventions
on tertiary level depends on the type of the intervention and it amounts 20 percent of the total costs
for the health service.
When paying the medicament, the insured people pay 5 percent of the price of the medicament
as a participation cost. Namely, the payment of the medicament amounts from 5 to 600 denars per
prescription for a medicament that is on the positive list of medicaments.
The findings indicate that the female respondents more frequently use medicaments every
day, (80,2 percent), compared to men with 69,9 percent.
82,6 percent of the persons older than 85 years use medicaments, while the lowest percentage
of those that use medicaments is at the age between 65 and 69 (68,8 percent). But it must be also
noted that the oldest group of respondents also have the biggest percentage of persons that do not use
medicaments, namely 10,9 percent.
The utilization of medicaments on daily basis is present at 75,7 percent of the respondents,
while 17,8 percent of the surveyed people use the medicaments occasionally, and they are never used
by 5,7 percent of respondents.
Regarding the question whether older people have problems with the procurement of
medicaments, most of the respondents stated that they don’t have difficulties with that (76 percent).
The remaining older people stated that they encounter problems regarding the procurement of
medicaments.
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Regarding the question how much money do the respondents spend on procurement of the
required medicaments, most of the respondents stated that they pay between 601 to 1.200 denars (27,5
percent), followed by 18,8 percent of the respondents who spent from 1.201 to 2.000 denars, and 23,3
percent of the respondents pay over 2.000 denars, which has significant impact on their family budget,
and has influence on their quality of life.
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Some of the most important problems regarding the procurement of the medicaments is the
price of the medicaments (43,9 percent of the respondents), 26 percent of the respondents stated that
the medicaments are not on the positive list, and only 14,3 percent of the respondents stated that the
biggest problem for them was getting the prescription for the medicaments.
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According to the responses of the respondents, men use less expensive medicaments, which
cost less than 300 denars or between 301 and 600 denars. Compared to them, women use medicaments
that cost between 601, and 2.000 denars.
Older persons at the age between 65 and 69 usually spend 300 denars on medicaments. Here
it is also evident that there is progression in terms of the needs with the age of the persons. The
required amount for medicaments is higher with the age, so the biggest consumers of medicaments
over 3001 denars on monthly basis are people over the age of 85.
There is no significant difference between the previous occupation of the respondents and the
amount of money required for the medicaments.
There are more reasons why older people don’t go to the doctor. Although needed, persons
sometimes decide not to go to the doctor due to lack of funds or utilization of traditional remedies, or
due to bad attitude of the doctors towards older people.
The older persons object the high expenses for health services. Particular problem represents
the cash payment when going to the doctor. The prices are high (one examination costs from 20 to 50
euros). The prices are accumulating having in mind that older persons frequently go to the doctor.
Also, older persons also complain because they need a certain quantity of medicaments on monthly
basis and other services which use to be free of charge, and now they pay participation costs
depending on the price of the medicaments. This has serious implications on their material situation.
They believe that these expanses are high for them and that they should be terminated or reduced
since they had to pay health insurance in the course of their whole lives, and they didn’t use any
services, and now when they have to they pay for them. Also, the older persons, complain that they
are not in position to pay good quality health care, which is available in the private clinics, due to
their low pensions and the high price of these services.

6. Illnesses at older persons and provided care for them while they were ill
On the question whether older people were ill in the last 12 months, large number of the
respondents, (54,2 percent), stated that they haven’t been ill, while 18,1 percent of the respondents
stated that they were ill for a period of over two weeks, and 8,9 percent said that they were ill for
years, and two percent of the respondents stated that they are confined to bed.
Although most of the respondents haven’t been ill in the last 12 months (54,2 percent), it there
is evident difference in terms of their education level. So, people most frequently ill over two weeks
were people with completed primary education, and the least frequently ill were those with higher
education. On the other hand, of the total number of persons that responded that they haven’t been
ill, even 74,1 percent of those are respondents with higher education, followed by those with
secondary and lower level of education (45,1 percent). This indicates that besides the health and social
status, and the pension system, education is also important indicator about the quality of life of the
older persons, as indicated in the National Strategy on older persons 2010 – 20205.

5

National Strategy for older people 2010 – 2020, Ministry of Labor and Social Policy
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Also, higher percentage of women stated that they were ill for a longer period of time (several months
and for years), or total of 18,0 percent of the women, compared to 12,7 percent in men.
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In terms of gender, more of the men (59,9 percent), stated that they haven’t been ill, compared
to women (49,7 percent of the women).
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64,3 percent of the older persons in the Pelagonija region stated that they weren’t ill, compared
to 48,1 percent in Skopje region, who stated that were ill over two weeks and over 26,5 percent of the
respondents who stated that they were ill for over two weeks.
Table 4 Length of illness from chronic disease on basis of the gender
Length of illness from chronic disease on basis of the gender
Gender of the respondent
Man

How long
have you
been ill
from a
chronic
disease

Total

Woman
Number

% in
column

1,9%

15

2,5%

88

24,1%

161

27,0%

31,2%

114

31,2%

186

31,2%

78

33,8%

156

42,7%

234

39,3%

231

100,0%

365

100,0%

596

100,0%

Number

% in
column

Number

% in column

Up to one year (and
one year)

8

3,5%

7

From 2 to 5 years

73

31,6%

From 6 to 10 years

72

More than 10 years
Total

As it is expected, the biggest percentage of the ill people were from the oldest age group (17,4
percent). However, it must be pointed out that 8,7 percent of the respondents over the age of 85 were
confined to bed, compared to 0,8 percent of those at the age of 65-69. There is a need for thinking
about development of practical advices and assistance to the persons, and their families for purpose
of improvement of the personal quality of life by covering the physical, practical, emotional and
spiritual needs related to the long-term illness of the people.
The main form for provision of assistance to the chronically ill persons in the older age should
be the home care. The nurses, as important factor in conducting home care treatment of older persons,
besides the familiar tasks that they are performing, they should know and should have possibilities,
in home environment, to take samples for lab analysis, to make EKG, etc. This is particularly
important in rural areas, where lab-diagnostics and polyclinic-specialist health protection is less
accessible.
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The survey indicates that, traditionally, the closest family is still responsible for taking care
about the sick spouse / parent. The care is most frequently provided by the spouse, then the children
that live with the parent, and the third ranked answer was that the care is provided by the children
who visit the older ill people, and in rare cases this service is paid to third person. The differences
that appear in terms of the education are the following: in most cases (64,8 percent) the spouse appears
to be the caregiver at respondents with higher education, while this percentage is the smallest at those
with primary education (30,6 percent). The ill parents with up to completed primary education are
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Regarding the question about who is most frequently providing care for the older persons
while they are ill, significant number of the respondents (39,8 percent) responded that that was done
by the spouse, or the children with whom they live, (33,7 percent), and the children that come to visit
them and to help them, (12,9 percent of the respondents). Only few of the respondents stated that they
are assisted by the relatives, while seven percent responded that nobody is helping them, and
insignificant percentage of the respondents pay a person to do this.
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provided with the necessary care by their children that live with them (41,0 percent) or their children
that visit them (13,9 percent).
It is noted that the care for the older persons by other persons in the home environment does
not depend on the level of education. These services are used by small number of people, (0,3 percent)
with primary and secondary education, and 0,9 percent of the older persons with higher education.
In regard to this issue, there is significant gender difference. Namely, the spouses take care of
the respondents in 58,5 percent of the men, and 25,3 percent of the women. The children that they
live with are the second persons that assist the older parents, regardless of their gender.

7. Utilization of aids by the older persons
Regarding the question whether older people use aids, most of the respondents stated that they
use glasses, 55 percent, followed by canes with 16,1 percent and crutches with 3,3 percent, compared
to 31,6 percent of the respondents who stated that they don’t need any aids.
As indicated above, large number of the respondents uses glasses. Of them most of the people
are with secondary education, 65,0 percent. It is interesting that the largest group after them is the
respondents who stated that they don’t need any aids, and there is no significant difference in the
education profile in this group.
More women use glasses (58,2 percent), compared to men (50,8 percent). The percentage of
those that don’t require aids ranges between 35,3 percent at men and 28,7 percent at women. If we
take in consideration different orthopedic aids such as prosthesis, canes, crutches, wheelchairs or
walking aids, the findings indicate that women use them more (42,5 percent), than men (28,5 percent)
to ensure their mobility.

8. Visits to the doctor
The answers on the question “Do you visit the doctor when you are ill”, show that only 75,3
percent responded with positive answer and the others responded with no or didn’t answer at all.
The reasons for not going to the doctor are different, most of them stated that they take
medicaments on their own (22,6 percent), and significant number of the respondents (7,3 percent),
don’t go to the doctor because there is nobody to take them to doctor.
In terms of the educational structure, in most cases these are people with completed up to
primary education (77,3 percent), immediately followed by those with secondary education (74,4
percent), and the older persons with higher education have the highest percentage in regard to
answering that they always went to the doctor when they were ill (31,5 percent).
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The inability to go to a medical institution due to lack of escort is mostly present in
respondents over the age of 75. This indicates that there is a need for additional services for these
citizens for purpose of improvement of their daily needs.
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9. Access to medical facilities
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Regarding the question whether older people have been visited by a visiting nurse, only small
percentage of the respondents gave positive reply (8,5 percent).
It seems that the preventive health care services such as the visits of the visiting nurses are
increasing with the age of the respondents. Only 4,1 percent of the respondents at the age of 65 to 69
have been visited by a visiting nurse compared to 19,6 percent of the respondents over the age of 85.
This shows the need for visiting nurses for the oldest category of respondents, which are in most cases
of preventive-curative nature. They are of help not only for the older persons but also for their
respective families, enabling regular communication and cooperation with the medical and other
institutions in the communities where older people live.
Regarding the question about the satisfaction with the service „My appointment“, 52,2 percent
of the respondents gave positive reply, while the number of those that were unsatisfied with the
services is 23,3 percent. Another 20,9 percent could not appraise the service, most probably because
that don’t use this service.
Satisfaction from the service „My appointment“on basis of the gender of the respondents is
presented in the following table:
Regarding the question why respondents are not satisfied with the service „My appointment“,
most of the respondents, (41 percent), stated that this is as a result of the long waiting period for
making „My appointment“, and due to the waiting period which is not always respected.
Over one half of the respondents, (52,2 percent), of which large number of them are with
secondary education, (58,1 percent), are pleased with the service „My appointment“. The waiting
period is of key importance for the respondents with higher education (39,3 percent), and the precision
of the “my appointment term” is most important for 32,6 percent of those with primary education and
for 32,4 percent of the respondents with secondary education.
On the other hand, the least satisfied with the waiting period are the respondents with
completed primary education (32,8 percent) out of the total 26,5 percent of the respondents that were
not satisfied with this service.
The percentage of women that are pleased with the service „My appointment“is 56, percent,
compared to 47,2 percent men of the men that stated that they are pleased with this service. The most
common reason for satisfaction at men and women is the waiting period, followed by the punctuality
of the service.
The waiting period for making the appointment is the main reason for lack of satisfaction with
this service at 41,8 percent of the women and 40,3 percent of the men.

It is also evident that there is no major difference in the educational background of the
respondents when it comes to proposals for improvement of the health protection for older persons.
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The respondents had several proposals for improvement of the protection for the older persons
as follows: the health protection to be provided in the homes of the older persons, to be provided
with measuring of blood pressure, to be regularly visited by a nurse for injections. Some of the
respondents stated that there is a need for opening a centre for daily care for older persons.
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Generally the satisfaction with the service „My appointment“ is the highest at respondents at
the age of 65 to 69 (58,7 percent), and the lowest at the respondents above the age of 85 (43,5 percent).
Almost one half of the respondents at this age that are not pleased with the system of „My
appointment“ emphasized that the waiting period is the main reason for their dissatisfaction with the
service.
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The health care in the home, such as measuring blood pressure / glucose in the blood are most
important for the respondents, regardless of their education. The next thing that was emphasized by
the older people was the need for opening of centres for daily care for older persons. This thing was
predominantly emphasized by the people with higher education (58,3 percent). The transport services
and the regular visits from a nurse, are also emphasized as very important regardless of the education
of the respondents, (40,0 percent).
There is difference in terms of the need for home care for chronically ill people. Namely, of
31,6 percent of those that stated that have such a need, 41,7 percent of them are with higher education,
compared to 28,1 percent with completed primary education.
There is no big difference in terms of the gender structure of the respondents in relation to the
proposals for improvement of the health protection of the older persons. The proposals of the women
refer to health care in the home: measuring of blood pressure / glucose in the blood, regular visits of
nurses for giving injections, transport service to medical institutions and centre for home care for
older persons. These priorities are ranked at the first four places in men also, but the order is a bit
different. The proposals of the men refer to health care in the home: measuring blood pressure /
glucose in the blood, centre for home care for older persons, transport service to medical institutions
and regular visits of nurses for giving injections.
The transport service was stressed as most important for respondents over the age of 85, and
those that previously worked in the army or the police, regular visits of nurses for giving injections
and the home care for older persons is most important for people at the age of 65 to 69. These services
are very important for the respondents, regardless of their previous occupation.
The access to health protection and health care services generally increases with the
development of the network of private health care units. With the passing of the Law on Health
protection in 1991, besides public health organizations, an opportunity was provided for founding
private health care organizations, and performing health care business. However, the economic access
to private health care for older persons is very limited due to economic obstacles and the need for
payment of the fees for services completely with personal funds particularly for private health care
organizations which do not have agreement with the Health Insurance Fund for payment of the
services.

10. Conclusions
The information regarding the network of medical units in the rural areas and the number and
structure of the engaged personnel show that the health care and health services for older persons in
the rural areas in the Republic of Macedonia are less developed compared to the urban areas.
The access to the health facilities depends on the physical condition of the older persons, i.e.
the way they go to the healthcare institutions.

The inability to go to the healthcare institution, that is, the lack of escort mostly occurs in
respondents older than 75 years. This again indicates the need for additional services for these citizens
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There is a need for additional health and social care, and there is a need for finding modalities
for their establishment. The survey shows that between the age of 65 and 74, spouses usually take
care of each other, but, furthermore, this remains to the children, probably because of the death or
illness of one spouse.
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The reasons for not going to the doctor are most often due to lack of funding, long waiting
time for appointment for examination, especially for a specialist examination.
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in order to improve their daily needs. Older persons need additional services in the home and this is
evident from the fact that even one fifth of farmers cannot visit a doctor without escort.
The older persons have more suggestions for improving their health care: health care to be
organized in the home of the older people, their blood pressure and glucose in the blood to be
measured in their homes, the older people to be provided with advices on proper use of medicaments,
the older people to be regularly visited by a nurse for giving injections. Some of the respondents also
stressed the need for opening a day care center for the older people which they could visit.
The older persons showed interest in using all the services offered by the home care center:
physiotherapist services, care during illness, escort for going to specialist doctor, hospitals and others,
provision of help for timely and proper taking of medications, health care by a doctor and a nurse.
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