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THE CONSTRAINTS OF BEING A FEMALE
ENTREPRENEUR IN AKWA IBOM NORTH EAST
SENATORIAL DISTRICT NIGERIA1
Ernest S. Etim
Department of Entrepreneurship and Business Management
Cape Peninsula University of Technology, South Africa
Chux Gervase Iwu
Faculty of Business and Management Sciences
Cape Peninsula University of Technology, South Africa

Abstract
A new global agenda pushes gender equality as an imperative in all aspects of human endeavour leading several
international institutions and governments emphasizing a level playing field for both men and women irrespective of
their profession and inclination. This emphasis is now realized through an almost equal representation in government,
business, and academia. A common denominator of this agenda is viewed from the complimentary role that women play
in society. Their multiple role as wives, mothers, care givers to the sick and elderly and support for extended family
systems imply that they should be supported by way of incentives and policy for the enhancement of their socio-economic
status. However, what is evident is that women are continuously disadvantaged especially in enterprise formation and
business venturing because men continue to dominate the formal economy. With the general consensus that women in a
predominantly male society are inappropriately disadvantaged and their innovative and creative potentials misplaced in
terms of owing and running enterprises, this paper tries to identify the pertinent constraints inhibiting women
entrepreneurship and the possible adoptive measures which can remove some of these anomalies. A positivist philosophy
and quantitative research design generated primary data from 210 respondents. This data was analysed using SPSS
version 25. Broadly, we found that the constraints faced by female entrepreneurs in the area the study took place are not
unique to them but a reflection of what has been reported by other authors leaving us to argue that the patriarchal nature
of entrepreneurship needs to be continuously interrogated.
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1. Introduction
Globally, most countries have resorted to entrepreneurship as a way to grow their
economies and provide jobs for the citizens. Thus, micro, small, and medium scale enterprises
[MSMEs] have catalyzed the rapid socio-economic developments of nations (Adeyemi, 2016), for
at optimal operation, they bring about appropriate utilization of local materials, enhance
employment opportunities for the communities, bring about increased rural development,
stimulating entrepreneurship, wealth generation and greater wellbeing for the populace (Adeyemi,
2016). With respect to women, their contribution to entrepreneurship development worldwide has
grown from 25 percent to about 33 percent of all businesses in the formal economy (Nxopo, 2014).
This suggests that women entrepreneurship plays a pivotal role in socio-economic development of
any nation in the form of poverty alleviation, employment generation, and utilization of available
local resources and of all taxable incomes in rural communities in which they operate. Anyanwu
in a speech titled “Entrepreneurship as a Tool for Fostering Economic Development in Nigeria”,
cited in Ayobolu (2015) emphasizes the ‘critical and indispensable role that entrepreneurship plays
in achieving national growth and development.’ Accordingly, Anyanwu observes a positive
correlation between entrepreneurial activities “and the impetus given to economic growth,
employment generation and the section of the population that is marginalized and disadvantaged
[women and the poor] (Ayobulu, 2015). Hence, in societies where women are excluded from
mainstream economic activities, but are subjected to discriminatory lending practices, nonparticipation in political and public life, gender- biased violence, and limited access to training and
education, such societies remain behind in venture creation, and innovativeness (Tshuma, 2017).
While most governments and international institutions (UNCTAD, 2014; ADB, 2014)
extol self-employment for women as the most likely route to socio-economic development for
most nations as it leads to upward mobility and wellbeing for the entire household, sadly the formal
economy is skewed in favour of men for men unfortunately find themselves as perpetual heads of
families and ‘movers and shakers of society’ (Etim, 2018). Entrepreneurship has always been a
male-gendered activity (Webster & Walker, 2007) despite the fact that women have always
worked in partnership with men as wives, partners, and or siblings (Mulholland, 1997; Rowe &
Honing, 2000).
Women-owned businesses in sub-Saharan Africa play a greater role in wealth creation,
poverty alleviation, socio-economic development and economic wellbeing of citizens (Mandipaka,
2014; Acs & Varga, 2005; Brixiova, 2010, Ekpenyong, 2014; Adebayo, 2015, Akpan, 2015). In
the Nigerian context, Anyawu (cited in Ayobolu, 2015), stresses generation of employment from
innovations introduced into production and business activities, adoption of adaptive or newer
technologies, increased skills acquisition in business venturing, dynamic generation and utilization
2
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of resources (human and social). All these help to accelerate business activities for female
entrepreneurs. However, any individual-who on the whole is creative, innovative, daring and with
the propensity for risk taking, can only be productive and successful when a functional, supportive,
effective, transparent and accountable state, ‘provides the conducive environment for
entrepreneurship to thrive and flourish’(Anyawu in Ayobolu, 2015).
Nigeria is approximately 174 million (Population Reference Bureau, 2013) with women
making up about 50 percent of the population. Statistically, of the 50 percent, about 35 percent are
linked directly or indirectly with self-employment in the form of micro-businesses, small-scale
and medium-scale enterprises-[MSMEs] (Odoemone, 2003). Comparatively women-owned
businesses in Nigeria are growing much faster to those that are male-owned (Ekpenyong, 2014;
GEM, 2012; Kermeliotis & Veselnovic, 2014). The growth trend in women-owned businesses
show about 1 million in 1982 to 1.5 million in 1990. Prior to 1980, women owned 6 percent of all
Nigerian businesses. Then as from 2010, the number rose to 30 % of all businesses, 50 % of all
retail and 10 % of all service companies (SheLeadsAfrica, 2017; Ekpenyong, 2014).In trying to
acknowledge this trend in growth of women-owned enterprises, the Enterprise Surveys (20102017) of the World Bank group, opine statistically for Nigeria: 16.2% representing businesses with
female participation in ownership; 13.2% has majority female ownership and 13.0% of businesses
have female top managers.
The impressive growth of female-owned businesses does not negate the fact that women
run businesses which are smaller is size, have lower annual turnover than their male counterparts
and have fewer number of personnel under employment (Carter & Shaw, 2006, Vossenberg, 2013;
Etim & Iwu, 2018; UNCTAD, 2014; ADB, 2014). Generally, because of continued
marginalization in accessing credit or funding, female entrepreneurs gravitate to retailing outfits
within the informal economy. They start with low capitalization and become part of the informal
economy where entry requirements are minimal. This sector of the economy therefore provides to
these women no protection nor accountability (Etim & Iwu, 2018). Unfortunately, very few are
able to become part of the formal economy with all the protection and human rights.
For now, it seems that women are willing to engage actively in self-employment to
“unleash this untapped potential for growth” (Vossenberg, 2016). The question we pose is: ‘Why
is there a continuous underperformance of women entrepreneurship globally as well as in Akwa
Ibom North Senatorial district of Nigeria? What supportive systems should form part of the
solution in order to bring about a more inclusive development?
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2. Literature Review
2.1 Women entrepreneurship
Succinctly, entrepreneurship is the mental urge to take calculated risks under increasing
uncertainties, with the intuition and capacity for forecasting things which might be true, breaking
with the perceived notions of the past and innovatively responding to the dictates of the market or
environment (Etim, 2018). Or according to Anyanwu (cited in Ayobolu, 2015), entrepreneurship
“…includes identification of individual resources, allocation of those resources to create value
through the identification of unmet needs. It involves the courage to take investment risks, the
creativity to conceptualize and actualize marketable ventures to meet individual needs”.
Thus, the psychological traits for any successful entrepreneurial activity must include
capacity building, a positive mental attitude, innovativeness, high moral integrity and leadership
potentialities (Anyanwu in Ayobolu, 2015). Women that respond to perceived gaps in the market
place and become actively involved with industry are empowered economically, leading to their
overall development (Wube, 2010). According to UNIDO (2001), whatever the area of
involvement-small or medium scale production activities, with informal or formal overtones,
entrepreneurial activities provide a means of economic survival and social benefits for households
and communities.
Manerkar (2015) is of the opinion that female entrepreneurs are individuals or a group of
women with the drive for business creation. They involve themselves in the planning, leading, and
taking control of business operations. Women entrepreneurs are “simply women who participate
in total entrepreneurial activities, taking the risks involved by combining resources together in a
unique way so as to take advantage of the opportunity identified in their immediate environment
through production of goods and services.” (Okafor & Mordi, 2010).
The increase in the overall growth of women entrepreneurship has significant impact on
all economies globally (Nieman & Nieuwenhuizen, 2004; Pofeldt, 2015). Several authors (Carter,
Anderson & Shaw, 2001; Nxopo, 2014; Vossenberg, 2013; Matsoso & Iwu, 2016) reported marked
differences due to gender constraints on the disparity between male-owned and female-owned
businesses. Exploring gender issues both as constraints and drivers for the participation of women
in entrepreneurship, Vossenberg (2013) opines that women are present in certain businesses and
totally absent in others, while the Global Entrepreneurship Monitor (GEM, 2012), observed that
from a global perspective, women are noticeably absent from manufacturing and construction
sector, but over-represented in retailing outfits. Furthermore, women in developing countries of
Latin America, the Caribbean and sub-Saharan Africa, dominate the consumer sector and retail
businesses by more than 75 percent to about 45 percent for male entrepreneurs.
4
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2.2 Motivation to entrepreneurship
The rationale why men and women are driven into entrepreneurship has been stated by
Nieman and Nieuwenhuizen (2009), and this phenomenon is understood from necessity and
circumstance. Verheul, Thurik, Hessels and Zwan (2010), upholding the views of Reynolds et al.,
(2001) within GEM context, equate push and pull motivation to necessity and opportunity
entrepreneurship. They emphasize that push factors result in necessity entrepreneurs building
‘survival-mode’ businesses; and on the other hand pull factors result in opportunity
entrepreneurship with ‘growth-oriented’ enterprises (Verheul, Thurik, Hessels & Zwan 2010;
Vossenberg 2013). Pull factors are more common among entrepreneurs than push factors (Segal
et al. 2005; Shinnar & Young 2008), for this premise holds that firms created by entrepreneurs
solely out of pull motivation are more financially successful than those created out of push
motivation (Amit & Muller 1995).
Repeated studies (ADB 2014; GEM 2012; Mushtag 2012; UNCTAD 2014; Vossenberg
2013) have shown women in developing economies pushed into entrepreneurship out of necessity
and not by opportunity. Giacomin et.al. (2007) see the need for autonomy, family pressure,
individuals fired from their jobs (Sarasvathy 2004); or individuals leaving wage-employment due
to frustrations or conflicts with management (Sarasvathy, 2004); or "unhireable" due to a lack of
educational or language skills (immigrants) or people with criminal records are pushed into
entrepreneurship. Other studies (such as Brockhaus, 1980; Cromie & Hayes 1991; Hisrich & Brush
1986) show evidence of job dissatisfaction as one of the reasons why people tend to go into new
venture formation.
Bhat and Mcline (2005), from studies on technology entrepreneurs in India, observed that
technology entrepreneurs were motivated “by the desire to create something new, the desire for
autonomy, wealth and financial independence, achievement of personal objectives, and the
propensity for action (doing something great), the excitement of leaving behind a legacy in the
form of a profitable long lasting company, support systems, emotional and mental strength,
resilience, perfectionism and patience.”
Literature on why Nigerian women become entrepreneurial is scarce. Moses, et al., (2014);
Ehigie and Umoren (2003) on studies exploring psychological factors influencing entrepreneurial
success among Nigerian women in small scale business, observed that “success for female
entrepreneurs relies on a high self-concept regarding their role in business, commitment to
business and reduction of conflict between home responsibilities and business”. In this study,
‘motivation’ is viewed as “an entrepreneurial internal stimulus characterized as pull and push
factors based on different personal position, nature and desire” (Chowdhury, Shamsudin & Ismail,
2012:3), or according to Bird (1988) and Hughes (2003; 2006), ‘the ability of expressing any
behavior is driven by several factors such as needs, values, wants, habits and beliefs.’
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In developing and underdeveloped world, women are pushed (not pulled) into
entrepreneurship due to societal and economic problems (Mushtaq, 2012). These may include:
failure to maintain successful work-life interface, perceived threats due to harassment or sexual
exploitation, stressful hours during work, frustration on the job, poverty, insufficient family
income, deceased spouse or separation from life-partners. Unfortunately, according to Vossenberg,
(2013) most women in sub-Saharan Africa are into “survival-mode” businesses subject to gender
factors; which then impact motivation, business performance and industry choice (Campos et al.,
2015).
Several countries such as Ghana, Rwanda, Kenya and Uganda record high levels of
entrepreneurial activities from women (Kelly et al., 2015; Spring, 2009; Mwobobia, 2012;
Katwalo & Madichie, 2008, Katongole et al., 2014) however, female entrepreneurs from data
available are pushed because of the need for cash and survival rather than motivation for business
creation or expansion and opportunity (Kelley et al, 2015; Spring, 2009; Katongole et al, 2015).
The consensus therefore is that under-employment or unemployment generally is an indicator of
the economic activities and development of any nation. High unemployment can be regarded as a
causative agent for enhanced entrepreneurial activities (Anayanwu, n. d.). The ‘Schumpeter effect’
emphasizes that any society with a low entrepreneurial culture and lack of skills may experience
low economic activities, and a higher rate of unemployment.
2.3 Challenges to women entrepreneurship in Nigeria
Galbraith (2008) is of the opinion that women entrepreneurship is a pre-requisite for
economic development and poverty reduction in any society. Women who are exposed to
limitations involving socio-economic rights and privileges, experience lower social status within
the society. They are subjected to harmful traditional practices in the attempt by husbands/partners
to limit development of their potential (Galbraith, 2008). In most cases major institutional
challenges to women’s full participation in economic activities include though not limited to
inadequate access to factors of production and trade, inability in accessing credit/financial
facilities, lack of trading opportunities due to limitations of exposure to adequate resources, nonacquisition of skills and management expertise, limited access to appropriate technologies and
social services (Kwesiga 1999; Ukommi & Agha 2016; Saito 1994). Without adequate collateral
and good credit history, their ability to borrow from micro-financial institutions is impacted
negatively. Liquidity becomes limited in supply and finance cannot move down the value chain
to female entrepreneurs in rural communities and market women for the improvements of
production and trade (Ikeduru, 2002) as well as growth and sustainability.
Okonu et al, (2011) researching women entrepreneurs in FCT, Abuja, Nigeria, identified
‘finance, low initial capital outflows, low customer base, none exposure to relevant information
and professional guide, lack of family commitments, market fluctuations, piracy, changing
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government regulations, inadequate infrastructure, and low perceptions from the public regarding
their capabilities to be good venture operators’, as challenges facing women.
Akpan (2015), in particular reference to women and youth empowerment for wealth
creation in Akwa Ibom State, observed ‘low capital flows, poor infrastructure, inefficient
marketing networks, poor storage facilities, poor information and education, together with no
control over market conditions’ as those challenges faced by female entrepreneurs. In the same
light, inadequate capital, low level of education, family ties, competition, male dominated society,
limited mobility, low risk bearing ability, and low need for achievement (Amuchie & Asitobe,
2015), while Adebayo (2015), noted “poor access to financial resources, work-family interface,
women’s safety and gender-based problems, inadequate training, and inability to access relevant
and vital information per type of business venture” as serious constraints to female entrepreneurs
in Nigeria.
Therefore, gender-biased constraints and stereotyping that society imposes on women: as
wives, mothers, objects of reproduction, care-givers, should be family oriented and subservient to
men, run family errands, should not be part of social networks nor engage in innovative and
productive entrepreneurial activities; all act as limiting factors to successful business venturing for
women-owned businesses. Institutionally, the government must assume the sole responsibilities of
enacting incentives and economic policies which facilitate easy access to credit at reasonable
interest rates; enhance key drivers to entrepreneurial activities, together with having a firm grip on
infrastructure and impediments to business growth.
Notwithstanding these challenges, we acknowledge the role played by government in
supporting entrepreneurial activities in Nigeria. For instance, the government of Nigeria through
the activities of small and medium scale enterprises development agency of Nigeria [SMEDAN]
has targeted some sectors of the economy such as retail distribution, micro food processing,
traditional crafts [including pottery and textiles](National Policy on MSMEs, 2015-2025), fashion
design, hair styling and manicure, soap and beads making. In these industries, women play a
dominant position despite their low productivity and income turnover (National Policy on MSMEs,
2015-2025). Other initiatives include the Ministry of Women Affairs and Social Development
(MWA&SD) at both the Federal and State levels (CBN, 2014), which administers programs that
should enhance women entrepreneurship and their economic development.
Despite the efforts of government as indicated above, there is yet a substantial uptake of
entrepreneurship in Nigeria and specifically in Akwa Ibom State (Etim, 2018). Sadly though the
contributive environments for business to thrive for a prosperous Nigeria will not be possible as
long as half the population (women, youths and the poor), are not fully integrated into the formal
economy.
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3. Research design and Methodology
This study adopted the positivist philosophy to further the researchers’ objective application
of statistical analytical methods to data that was generated from the sample respondents (Wilson,
2010). Independency necessitated the adoption of the positivist philosophy so that minimal
interaction with female entrepreneurs (Wilson, 2010) on ethical grounds became part of the study.
The demographic profiles of the purposively sampled subjects could be appropriately analyzed
with the positivist approach and a quantitative research design (Easterby-Smith, Thorpe, &
Jackson, 2008).
3.1 Study area
The Federal Republic of Nigeria (FGN) is composed of thirty six (36) states and the Federal
Capital Territory (FCT). Akwa Ibom State constitutes one of those states. The state has thirty one
(31) local government areas [LGAs], covering a total area of 7,249 square kilometers (AKS
Statistical Year Book, 2013). Akwa Ibom state has three (3) senatorial seat representation in
National Assembly [Senate and House of Representatives], the senatorial seats being Eket, Ikot
Ekpene, and Uyo.
The delineation of this study is based on women entrepreneurship and small scale
enterprises in Akwa Ibom State North East Senatorial District - comprising nine (9) local
government areas in the North East Senatorial District. Women in the study area are multifaceted
[wives, mothers, family heads, bread-winners, and care-givers]. Unfortunately, once married, their
rights are limited to the family and as a result have to get support from spouse to venture into
business. This narrative does not hold when she is educated for she has more rights than
uneducated women in rural settings.
This paper tries to elucidate the constraints of being a female entrepreneur in this part of
Nigeria and what the socio-economic implications are in terms of lower productivity and limited
wellbeing.
3.2 Population and sampling design
Data for this study was generated using a quantitative method from questionnaires
administered (Ong’anya & Ododa, 2010; Saunders et al., 2009) to a targeted sample. Female
entrepreneurs (1000) both in the informal and formal economies were the target population,
operating different businesses - agriculture, light manufacturing, education, servicing, and
handicraft. A Raosoft sample size calculation (Raosoft, 2004), indicated 278 as the suitable sample
size, unfortunately 210 respondents became part the sample size. Defective questionnaires, late
submission, and inappropriate entry resulted in 210 becoming the final sample size for this study.
For women in the informal economy, and in the absence of an institutional database for womenowned businesses in the State, purposive sampling methodology was deemed the suitable method
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for generating information from female entrepreneurs as proprietress, operators, or as managers of
small and medium enterprises.
3.3 Data collection method
Data collection (method and instrument) involves elucidating information from the sample
population (Creswell, 2003). The instrument by way of semi-structured questionnaires enabled the
empirical generation of primary data. To elucidate various constraints experienced by women
entrepreneurs in AKS NESD, a descriptive survey was employed (Zikmund, 2003), for questions
were included in the questionnaire relevant to information necessary for the study. An instrument
is valid when it correctly determines the measure intended (Thanasegaran, 2009). According to
Maree (2007), it is advisable to consult other researchers during instrument development. Usability
was taken into account during administration. Therefore, the questionnaire was pilot test-retested
to make sure that both the participants and the researcher could interpret the instrument.
Validity means that the instrument measures what is expected and performs as designed
(Sullivan & Niemi, 1979; Thanasegaran, 009; Kimberlin & Winsterstein, 2008). External and
content validity or the appropriateness of the content was checked with other researchers.
Reliability reflects consistency; in this regard ‘does the observed measurement reflect what is the
intent of the study? The test-retesting measures during pilot running and Cronbach’s alpha for
internal consistency can be used to assess reliability.
In the attempt to make sure that ethical guidelines for this study were met, the study adopted
the drop-off and pick up method [DOPU]. Among scholars, research ultimately, is a social quest
for better information (University of Twente, 2007; National Committee for Research EthicsNorway, n. d.), then research ethics becomes the ‘codification of ethics of science’ (National
Committee for research Ethics-Norway, n. d.) in practice. Thus research mandates that a
relationship be established between respondents and the researcher. The DOPU method meant that
less coercion, duress, or harm in the course of administration of the questionnaires was reduced to
the barest minimum. The respondents also chose when to complete the questions (Nani, 2011).

4. Analysis
Data collected from the questionnaire had to be collated and coded before analysis. Each
response in the survey was assigned a number (1-210). Saunders et al., (2009), Jensen and Laurie,
(2016) opine that coding was necessary to enable IBM program SPSS to read and interpret
information contained in the questionnaire. To limit possible errors which might emanate from
handling instruments, raw data, transcribing, data entry, assigning codes, values and value labels
in the data files which can undermine data quality, coding was performed immediately. The
variables must be coded properly to facilitate eventual analysis with SPSS. Generally, Blaikie
(2003) stated that for quantitative research design, data can be manipulated from numbers to words
and vice versa, and output can be interpreted in both numbers and words.
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For data capturing and cleaning, both the data editor and variable editor windows were
used for data and variables entry. The data before analysis had to be cleaned before it was subjected
to SPSS analysis.

5. Results and discussion
The main aim of this study was to determine the prevailing constraints to women
entrepreneurial development in Akwa Ibom State North East Senatorial District of Nigeria. To
enable this objective to be met, questions by way of questionnaires were administered to
consenting targeted group of female entrepreneurs (210). Their responses were then analyzed
quantitatively using SPSS version 25. Characterization of female entrepreneurs in Akwa Ibom
State was achieved by demographic profiling; more pertinent information was elucidated with
Likert-type scale questions. The Likert scale used a 5 point scale from 1=strongly agree; 2=agree;
3= neutral; 4= disagree and 5=strongly disagree. The research question peculiar to this study is:
why is there continuous underperformance of women-owned businesses in Akwa Ibom State North
East Senatorial District? Or more appropriately: what constraints known and unknown impact
negatively on business pursuits of women in Akwa Ibom State North East Senatorial District?
5.1 Demographics of participants
The numerical age here represents the ages of female entrepreneurs. Mostly from 25-44
years old (59%), and between: 45-54(41%). This age range resonates with the views expressed by
Reynolds et al., (2000); for people within the age group (25-45) were most active entrepreneurially.
Recently, studies conducted by Kauffman Foundation, Duke University, MIT, The founders
Institute (Deeb, 2014), noted that age has a direct correlation with entrepreneurial activities, for
the average age is 40, for venture start-up; and persons at 55 years were twice more likely to launch
a high-growth venture than those at 35 years. The marital status of these women were single
(16.2%); married (64%); widowed (14.8%) and divorced (4.3%). Here more married women were
entrepreneurs which point to the possibility that they depended on their spouse for financial and
moral support. It also alludes to the likelihood that gender issues pertaining to life-work interface,
pregnancy, child birth and care, have been taken care of so that business activities are unimpeded
by family issues. Interestingly though the study showed that married women had fewer children
(1-2). These female entrepreneurs were highly educated: Ph.D. (6.2%); MS/MA (26.7%);
BS/BA/HND (38.1%); OND/NCE (27.1%) and SSC/NECO (1.0%). Education and skills
acquisition play a vital role in entrepreneurial development (Reynolds, 1997; WEF, 2009).
Interestingly, work experiences for women entrepreneurs were from less than 1 year
(5.0%); between 1-5 years (49.5%); and between 6-10 years (50%). This implies that selfemployment as a profession for women in this part of Nigeria is relatively a new adventure. The
business type included: trade (42.9%), light manufacture (14.8%), agriculture (3.8), services (36.2)
and handicraft (2.4%). The numbers of employees in these businesses were: less than 5 employees
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(38.6%); between 5-10 employees (61.0%) and between 10-20 employees (0.5%). This is in
accordance with the norm (Carter & Shaw, 2006; UNCTAD, 2014; ADB, 2014: Vossenberg 2013;
Adebayo, 2015; Toronto-Dominion Bank, 2015). Any other numeration would have shown
abnormality.
The legal status for the businesses showed sole proprietorship (64.3%), joint partnership
(21.4%), solely family businesses (4.8%) and cooperative/esusu (9.5%). On the whole, the drivers
for self-employment included: to be employed (40.5%); improvement in financial position
(67.1%); dissatisfaction with past employment (19.0%); filling a need in the market place (23.3%);
no other option (27.6%); and family inheritance (4.8%). Gender issues played out in that 34.3 %
of female entrepreneurs elected to use their homes for business, while 65.7% established their
businesses in offices or company premises. In light of the above and in accordance with the
observations of Adeyemi, (2007), the Nigerian female entrepreneur is:
“aged 41, well-educated, married with children, grows up in an entrepreneurial
environment, has previous work experience of about 8 years, runs a small business that has
been operating for about nine years, and of which she is likely to be the sole or majority
owner, prefers to have her family member as partner or employees, has her first attempt at
starting a business, uses mostly her own savings as start-up capital; was motivated by
personal factors when she decided to become an entrepreneur, faced start-up problems such
as labour, financing and economic but today, faces increasing economic , labour and cost
problems, rates her business as moderately successful” and attributes the success of her
business to three qualities, that is quality of product/services, quality of human resources
and her own personal qualities.
5.2 Likert-Type scale results
Table 1, below lists the major constraints experienced by women in the course of business
venturing. Each constraint gives the frequency of the response in percent, the mean, median, mode
and standard deviation. The mode is a better representation of the central tendency in terms of the
distribution of the respondents to the questions in the questionnaire. The target sample (210) of the
total population was either to agree or disagree with the statements in the questionnaires.
Accessing loans for business start-up or expansion continue to be a major constraint of
female entrepreneurs in Akwa Ibom State North East Senatorial District: for 96% of the
respondents disagreed with the statement. The mean of 4.82 or mode (5) indicate that this is a
major challenge (Carter & Shaw, 2006, UNCTAD, 2014; ADB, 2014; Akpan, 2015; Adebayo,
2015; Ekpenyong, 2014; KSC, 2010; Mandipaka, 2016).
The participants’ (female entrepreneurs) acknowledged that competition was a major
constraint. They were exposed to competition in the market place. This inherently would mean
lower turnover on an annual basis. 99.5% (mean= 4.33 and mode 4) meant that the respondents
disagree strongly with the statement-‘do you have unlimited access to market with minimal
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competition?’ Pertaining skills development and updating, the participants (79.0%, mean=4.00
and mode=4) expressed their inability to attend training or have the necessary expertise in business
enterprising.
This deficiency could be bridged if they had access to recruiting managerial skills to assist
in operation of their enterprise. However 74.3% (mean=3.94, mode= 4), noted this issue was a
major constraint impeding business activities for women-owned business in Akwa Ibom State
North East Senatorial District. Across the developing world, inadequate managerial and
entrepreneurial skills, has always remained an inhibiting factor to women entrepreneurship
resulting in their migration to the informal economy where entry requirements are not as stringent
as the formal economy. Unfortunately, the system then affords them neither protection nor
accountability.
Technology involving ICT tools and other infrastructure has been reported to catalyze
business activities (UNCTAD, 2014; ADB, 2014, Motilewa, Onakoya & Oke, 2012; Ndubisi &
Kahraman, 2005). Unfortunately, lack of technological support is a major constraint (89.5%;
mean=4.29; mode=4, SD=.895). How then can we expect any technological support for these
women when there is no national policy on integration of technology into business operations?
According to Lal (2007), problems of diffusion of technology were due mainly to:
“legal and regulatory, weak ICT strategies, major weaknesses in ICT integration and
implementation initiatives/policies, lack of funding, lack of adequate infrastructure,
exorbitant cost of implementation”
The cost of inputs (raw materials) was a major constraint (86.2%; mean=2.02, mode=2;
SD=.681). The respondent agreed with the statement, ‘raw materials for business operations are
expensive?’ In economies that cost of inputs is exorbitant then it becomes a major constraint to
business activities (RBC Economics, 2013).
Infrastructure undermines business activities, (97.1%; mean=1.36; mode=1; SD=.627).
Delivery delays, increased cost of inputs affects business growth and profits
The respondents called for more government support (99.0%; mean 4.87; mode=5;
SD=.477). This is a major constraint. The type of institutional support for the respondent was not
established by this study for it was not an objective for the research. It is worth noting here that
lack of access to legal advice (because of low capital outflows), will limit their ability to be exposed
to numerous programs from government to assist female entrepreneurs in Akwa Ibom State North
East Senatorial District.
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Table1. Major constraints to entrepreneurial activities in Akwa Ibom State North East Senatorial District

I have good access to loans
Unlimited access to market/limited competition
Access to business training
Can obtain managerial skills to run business

Percent
96.0%

Mean
4.82

Median
5.00

Mode
5

Std. Dev.
.472

99.5%
79.0%

4.33
4.00

4.00
4.00

4
4

.562
.653

74.3%

3.94

4.00

4

.671

87.1%
89.5%

4.01
4.29

4.00
4.00

4
4

.587
.895

86.2%

2.02

2.00

2

.681

97.1%

1.36

1.00

1

.627

99.0%

4.87

5.00

5

.477

97.6%

1.81

2.00

2

.450

96.2%
99.9%

1.33
1.07

1.00
1.00

1
1

.754
.256

92.9%

1.35

1.00

1

.928

Financial inheritance sufficient to run business
Technological access is adequate
Raw materials (inputs) are expensive
Infrastructural problems undermines business activities
Support from governmental institutions
Business registration in AKS is complicated
Collateral hurdle to obtaining loan/finance
Interest rate is high
More support from government is necessary for business

(Source: Field work)
Funding or access to credit had been reported globally as a major challenge to women
entrepreneurial activities (KSC, 2010; Richardson, Howarth & Finnagen, 2004; Carter & Shaw,
2006, UNCTAD, 2014; ADB, 2014; Vossenberg, 2013; Mandipaka, 2016, Okonu & Tafemel,
2011, Ekpenyong, 2014). With traditions/ cultures, harmful practices, and societal norms acting
against property ownership by women, the only yardstick for accessing loans is removed and
therefore this becomes a major constraint in business venturing. 96.2% (mean=1.33; mode=1;
SD=.256) of the respondents agreed that absence of collateral acceptable to financial institutions
acting as an impediment to their getting credit.

6. Conclusion, limitations and recommendations
This study gives an expose of the constraints to the growth of women entrepreneurship in
Akwa Ibom State North East Senatorial District. It is observed that these constraints are not unique
to this part of Nigeria but is the sum total of what has been reported by other authors (Mandipaka,
2016; Okonu & Tafemel, 2011; Ekpenyong, 2014; Ndubishi & Kahraman, 2005, Nxopo, 2014;
Matsoso & Iwu, 2016; Mordi & Okafor, 2010). It should be noted that entrepreneurship has always
been a gender-biased proposition where men have always dominated this aspect of human
endeavour. Any perceived threat to the dominant position is not wholly welcomed. Gender-biased
and stereotyping tries to limit the creativity of women, and prevent them from taking active roles
in governance, politics, and business. They are to be subservient to men and remain as objects of
production and maternal care. This is how it has been engineered by men for ages.
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The study tried to ascertain constraints that limited growth of women-owned businesses.
Generally, the research was limited in scope in that it looked at female entrepreneurs in Uyo (North
East Senatorial district) of AKS. In order that we can generalize this study it would be necessary
to carry out research in other two more senatorial district of AKS as well as male-owned businesses
in Akwa Ibom State. This could form part of future research.
We recommend more governmental/institutional support. More transparency in loan
allocation, and possible loan guaranteed schemed by the government to female entrepreneurs in
Akwa Ibom State North East Senatorial District. Integration of technologies into business
processes and management ought to be part of governments’ priority in the not too distant future.
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Abstract
Iraq has suffered for many years from severe economic centralization, was one reason that led to the
reluctance of foreign direct investment to enter the Iraqi market. After 2003, with the transformation of
the political and economic system in Iraq, successive governments have sought to facilitate the enactment
of laws and procedures that help to attract foreign direct investment. The research aims to shed light on
the foreign direct investment in Iraq after the economic liberalization that followed the 2003 process.
Those related to investment in the oil sector as the most attractive after the opening economic.
Considering that, foreign investment contributes to raising the rates of economic growth. Despite all the
efforts and incentives provided by the government to attract foreign investment, many determinants have
prevented the flow of foreign investment to Iraq in proportion to the incentives provided through the
investment law.
Keywords: Foreign direct investment (FDI), Law investment, Import, Export

1. Introduction
Foreign direct investment refers to the movements of international capital that seek to
establish, develop, or maintain foreign subsidiaries and have a significant influence on the
management of a foreign company. Foreign investment in very short terms means that an
individual or institution in a country has the assets of an institution or institutions operating in
another country.

∇

Contact: sa514960@gmail.com The author declares that he has no relevant or material financial interests that relate to the
research described in this paper. Also, the author declares that the submitted paper is his original work and that, upon
publication, nothing contained in it will not constitute an infringement of any copyright. Paper received 15.12.2017. Approved
05.03.2018. 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. The author would like to thank the reviewers of this journal
for their valuable comments and suggestions on the earlier version of this paper. The quality of this paper has greatly improved
from those comments.

23

Sabah Noori Al-Mihyawi
Foreign Investment in Iraq After the Economic Openness

The foreign investment is divided into two types: the first is an investment in the
ownership of shares and bonds. In this case, the investor does not have a real presence on the
land of the country in which he invests, whether there are offices or individuals working for
him or even headquarters or otherwise. The second type of foreign investment is direct
investment, which means international capital movements seeking to establish, develop or
maintain other foreign companies belonging to the foreign company. On the other hand, control
and influence the management of a foreign company.
Undoubtedly, reducing restrictions on foreign investment contributes to increased
investment flows. Several studies have indicated that increased foreign investment leads to
higher rates of economic growth (Louzi and Abadi 2011). Mottaleb (2007) in his study about
impact of economic growth in developing countries found there is a relationship between
economic growth and FDI. The study of Archanun Kohpaiboon (2008) shows that growth has
impact on FDI in Thailand for the period 1920-2000 ( (Louzi and Abadi 2011).
Iraq has suffered from decades of political and economic instability that has had a
negative impact on the economy, so the need for economic openness and attracting foreign
investment is an urgent need after the 2003 change. Thus this study is important to analyze the
effect of the opening economy after 2003 in attract the foreign investment in Iraq. We chose the
period of the study due the stability of it during the all period in Iraq after 2003.
The main objective of this study is to answer the questions below:
• Is Iraq attractive to foreign investment in general?
• The extent of foreign investments in Iraq before 2003, and was the investment
environment attractive at the time?
• Has there been a change in investment laws after 2003, and has economic openness
helped attract investment?
• Which economic sector is the most attractiveness?
The problem of study is the weakness of foreign investment due to several factors, the
most important of which is political and economic instability, destructive infrastructure,
administrative and financial corruption.

2. The elements of attracting investment in Iraq
Iraq has many advantages that make it a country attracting foreign investment if the
appropriate environment is met, the most important of these features can be mentioned below:
• Iraq is characterized by abundant natural resources and many untapped,
• occupies a global center advanced in oil reserves,
• has a large local market to accommodate the various types of goods that are currently
imported from abroad,
• provide a comfortable and skilled workforce,
• there are encouraging investment incentives and tax exemptions,
• Iraq enjoys a distinct geographic location, which is the link between East Asia and
Europe.
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3. Legislation to Encourage Investments since the Iraqi State
Establishment
The legal framework for doing business in Iraq traces its roots in the early nineteenth
century and Iraq’s transition from Ottoman rule to British occupation at the end of World War
I. During the ensuing four decades, from 1917, to 1958, Iraq experienced economic instability
and minimal economic growth because of successive coups, wars. After the Hashemite
monarchy re-established in 1958, Iraq enjoyed relative prosperity until Saddam Hussein
acceded to the presidency in 1979, ushering in a long period of war and economic instability.
With the end of the Iran-Iraq war and the need for the Iraqi economy advancement after
the war, released in 1988 act Arab investments No. 46, this law, grant a privilege and
exemptions for the investor Arab likeness of what granted to the national investor. This law
aims to attract Arab investments in development projects.
This followed by the Investments Law No. 25 /1991, which grants privileges and
exemptions of a comprehensive for investors to stimulate the private sector and encouraged. In
1998, a law No. 20, passed, which included many privileges, such as; leasing land from the
state, conducting import, granting of loans, technical support and grant investors the absolute
freedom to choose the type and size of the project and its site and the type of technology used
in it.
In 2002, the Arab Investments Law was issued in No. 62, which aims to provide a means
of support for projects covered by the provisions of this law, and granting exemptions and
guarantees necessary for the continuation and evolution.
However, these laws or some of them did not have opportunity to apply because of the
economic blockade that has passed through Iraq after the 1990. Many of the decisions and laws
issued by the occupation authority and successive governments then, after 2003, improved
investments climate. Accompanied by Iraq adopted a system open to trade and investments
while working to strengthen the private sector. Some of these laws are below (Toone 2011):
•
Trade Liberalization Policy 2004,
•
Central Bank Law,
•
Amendment to Iraqi Company Law No. 21 of 1997,
•
Interim Law on Securities Markets,
•
Amendment to the Trademarks and Descriptions Law No. 21 of 1957,
•
Patent, Industrial Design, Undisclosed Information, Integrated Circuits and Plant
Variety Law,
•
Financial Management Law and Public Debt Law,
•
outlined the regulations for oil distribution,
•
Banking Law of 2004,
•
Insurance Regulatory Law No. 10 of 2005,
•
Investments Law No. 13 of 2006 and its 2009 amendment,
•
Crude Oil Refining Law No. 64 of 2007,
The Government of Iraq passed a modern and open investments law No 13/2006 which
encourages both local and foreign private investors to invest in the country and which protects
investors' property rights. Of the provisions of the law and its amendment:
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•

Excludes approved investment projects from certain taxes and fees for a period
of at least 10 years,
• Allow the investor to rent the land for up to 50 years,
• Allows investors to return investments and profits from investments,
• The investor has the right to use foreign workers,
• Foreign workers are allowed to transfer their income outside Iraq,
• Ensure that the government does not nationalize or confiscate investments,
• The investor has the right to guarantee the project any insurance company,
• The investor opened accounts in various currencies in and out of Iraq,
Formed by the law of 2006, the National Investments Commission (NIC) and the Provincial
Investments Commissions (PICs) designed be “one-stop shops” that can provide
information, sign contracts, and facilitate registration for new foreign and domestic
investors.

4. Foreign Direct Investments in Iraq After 2003
Iraq is facing high unemployment after 2003; the single greatest developmental
challenge is job generation. Experience everywhere, in both oil and non-oil producing countries,
is that most job creation is generated by the private sector. As demonstrated by other countries
in the Middle East and North Africa (MNA) region, employment in the state-owned enterprise
(SOE) public sector is not a viable option. The key to sustainable job-generation is foreign and
domestic investments in productive areas. In turn, this requires an attractive investments
climate, and a predictable and low cost of doing business (Speakman 2003).
Although the legislation and efforts by successive governments after 2003, to improve
the investments climate. Nevertheless, many determinants are against the improvement of the
foreign investments reality in Iraq. The present security situation and the lack of clarity on
macroeconomic direction are fundamental obstacles to investments. Infrastructure and finance
are also major problems.
However, this did not prevent Iraq be a signatory to some form of investor protection
agreement or memorandum of understanding with thirty-two bilateral partners and nine
multilateral groupings. The agreements include arrangements on Investments Promotion and
Protection (IPPA) within the Arab League. As well as arrangements with Afghanistan,
Bangladesh, India, Iran, Japan, Jordan, Kuwait, Germany, Mauritania, Republic of Korea, Sri
Lanka, Syria, Tunisia, Turkey, the United Kingdom, Vietnam, and Yemen. These agreements
include general provisions on promoting and protecting investments, including clauses on profit
repatriation, access to arbitration and dispute settlements, fair expropriation rules and
compensation for losses. However, the Iraqi government’s ability to enforce them remains
uneven.
In addition, Iraq has bilateral free trade area (FTA) agreements with the following eleven
countries: Algeria, Egypt, Jordan, Lebanon, Oman, Qatar, Sudan, Syria, Tunisia, Yemen, and
the United Arab Emirates.
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On July 11, 2005, Iraq and the United States signed a Trade and Investments Framework
Agreement (TIFA) as a first step toward increasing trade and investments cooperation between
the two countries.
These and other agreements were suitable for the flow of investments into Iraq after
2003; the year was exceptional because of the Iraq occupation and did not have a suitable
ground for the flow of investments in it.
According to statistics from the United Nations and the World Bank in 2004, realizing
a net foreign investments inflows of $ US 300 million, a percentage of 0.04 percent of the total
global investments flows and about 1.78 percent of GDP and 23.73 percent of the total fixed
capital formation. In the year 2005, the investments amounted to $ 515 million at an annual
growth rate of 71.6 percent.
The growth rate fell in the year 2006 to - 25.6 percent of total amounted to $ US 383
million, which is equal to 0.026 percent of the total global investments. After that the FDI flows
continued to rise and reached a largest in 2008 when they reached $ US 1856 million. The
highest proportion of foreign investments received from the total global investments was 0.122
percent in 2009 (Iraq 2015).
The net direct investments for the year 2011 surplus of $ US 1716.3 million and this has
come as a result in an increase in total amounts entering Iraq, amounting to $ US 2082.3 million.
While the amounts transferred from Iraq to abroad for investments purposes amounted to $ US
366.0 million (Iraq 2015).

Figure1. FDI and Export un-oil in Iraq 2003-2011 $US million
Sources: UNCTAD (2015)

In my opinion the compound annual growth rate of foreign direct investments for the
period 2003-2011, which amounting to 90.93 percent not accompanied by a compound growth
rate of non-oil exports for the same period. Where amounted to a negative value - 48.67 percent,
this means there are not impact of foreign direct investments on exports Iraq's non-oil at less in
this period. Figure (1) shows that.
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Figure.2. FDI and Imports in Iraq 2003-2011 $US million
Sources: UNCTAD (2015)

At the same time, imports generally increase with any increase in FDI and the Figure
(2) illustrated that. According to the National Investments Commission, in 2010 over than 350
firms had filed for investments licenses in Iraq, totaling about $ US 10.5 billion.

Figure3. No. of project investments by Origin in Iraq, 2003-2009
Sources: Dunia Frontier Consultants (2009)

At 2012 were a 950 firms, at both the national and provincial level, with a total value of
$ US 50.5 billion. About 27 licenses issued by PICs, and 145 of them issued to foreign
companies. However, sometimes there are Iraqi investors or capital along with the foreign
partner. However, the granting of a license by the NIC or a PIC does not guarantee that the
proposed investments will implemented. In many cases, it takes months or years for projects to
materialize, if they do at all. Figure (3), shows the number of project investments by the origin
in Iraq.
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The foreign investments in the oil sector starting in last few years for the first time since
the nationalization of Iraqi oil in 1972, Iraq’s considerable hydrocarbon reserves mean that
foreign investors are generally interested in the country’s energy sector (Beyond 2012).
Iraq has sought to develop oil fields by offering many fields to take part in production
in two rounds of the licensing contracts. These rounds intended to increase production capacity
and export to Iraq of crude oil and natural gas.
The real estate sector remains the largest non-oil area of foreign participation in Iraq’s
economy. In 2011, the Iraqi government began negotiations with foreign companies for its
largest housing project yet, a 100,000-unit complex in Besmayah. The $ US 8 billion contract
Won by Hanwa Korean company, the complex expected to take several years to complete. Other
key construction contracts signed in 2012 include:
• Construction of 1,000 housing units in Nasiriyah by an American company,
• Updating the port of the article on the Shatt al-Arab River for 14 million US dollars.
• Contracting for the construction of the Central Bank of Iraq is about US $ 45 million,
• Construction of 2,000 houses in Diwaniya $ 247 million,
• The development of 1,300 housing units in Samawah at about US $ 98 million,
• The construction of 2,000 houses north of Baghdad about 185 million US dollars,
• The construction of 1,200 homes in Kirkuk about 55 million US dollars,
It is clear from the above that the projects in real estate, oil and gas dominated
investments sector in Iraq. Iraqi residential and commercial real estate has attracted more
investors since 2003 from private overseas investors than any other sector.
However, Iraq is seeking to diversify the areas of investments through planning to
establish “Investments Zones” to attract investors into specialized industry clusters. The
provisions of the draft “Investments Zone Regulation” authorize the NIC to supervise the
Investments Zones development, including the designation of their locations, supervising
feasibility studies, licensing the developers, and monitoring the users. The primary purpose of
the Investments Zones, therefore, is to provide coordinated administrative and logistical
services and necessary infrastructure facilities in designated areas (and generate local
employment opportunities).
The NIC is working with provincial investments commissions and preparing tenders for
feasibility studies to develop the first six Investments Zones (El-Erian 2012):
• An industrial zone in Babil Province,
• A commercial and air cargo logistics zone in Baghdad Province,
• A petrochemical and port cargo logistics zone in Basra Province,
• A construction, glass and ceramics zone in Anbar Province,
• A specialized mechanical industrial zone in Ninewah Province,
• A foodstuffs industry zone in Karbala and Najaf Provinces,

5. Conclusion
1. Iraq is an attracting foreign investment country due to the many advantages that make it in
general attractive country.
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2. The investment environment was not attractive before 2003 because a long period of war
and economic instability.
3. Many determinants are against the improvement of the foreign investments reality in Iraq.
The security situation and the lack of clarity on macroeconomic direction are fundamental
obstacles to investments after 2003. Although the legislation and efforts by successive
governments after 2003, to improve the investments climate.
4. There are not impact of foreign direct investments on exports Iraq's non-oil at less in the
period 2003-2011.
5. The projects in commercial real estate, oil and gas sectors has attracted more investors
since 2003 from private overseas investors than any other sector.
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Abstract
The aim of the research is to explore the advantages and disadvantages of introducing an electronic
administration in schools as one of the innovations in reforming of the Macedonian educational system. This
innovation requires new administrative tasks for teachers such as input of grades and other information for
students in an electronic diary, electronic communication with parents, etc.
Results of this study discovered in-depth problems in schools and dissatisfaction of teachers that follow
educational reforms. Based on the results, concepts for future actions are recommended that can overcome
present problems and can contribute to better quality in education.
Key words: teachers, schools, electronic administration.

1. Introduction
Electronic administration in schools is innovation that has been introduced in the last
decade as part of reform activities that aimed to harmonize Macedonian legislative with EU
according to the EU benchmarks defined in the National Programme for adoption of European
Union legislative (2013). This initiative is financed by the forth component of IPA funds for human
resources development and institution building. Since then, there are two parallel ways of
administration: traditional and electronic and teachers have to implement both of them.
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2. New vs traditional administration in schools
According to the Rulebook on management, form and content of pedagogical documentation and
evidence in high schools (2009), traditional administration covers three types of tasks:
1. k
e
2. issuing
diplomas, certificates, etc.
e
3. keeping
ledger and other administrative documents with permanent character.
p of electronic data is new administrative task for teachers and additional workload
Storage
i work. According to the New amendments in the Law on Primary and Secondary
in their daily
n
Education (2010),
electronic administration contains a number of activities, such as:
g
- data storage of grades and other information for students within the electronic diary (E-diary);
- electronic storage of data, related to school, facilities, teaching staff, students, curricula and
a of records in the so called Educational Management Information System or shortly
other types
EMIS; n
- electronicd storage of all data related to the management of human recourses in the school, or
so called HRM (Human Resources Management);
- electronicc communication with parents;
o
- digital publishing
of diplomas, certificates, etc., using electronic data.
m
EMIS and HRM are two separate but inter-related data bases that, together with the e-diary
p make an Integrated Electronic Data Base, as a summative information system for
as a subsystem,
managementl of primary and secondary schools. EMIS contains data related to school, school staff,
e
curricula, facilities
etc. HRM contains data regarding teaching staff related to their career and
t
responsibilities.
i
Electronic
diary is a project of Ministry of Education and Science aimed to improve
n
communication between teachers and parents, to enable fast and simple information about pupils’
g and to make statistical reviews.
achievements
school Integrated
diary;
The Single
Electronic Database is also owned by the Ministry of Education and
Science and data storage aims to improve the electronic evidence and documentation of students,
employees and teaching staff with full insight and overview of the situation in schools. The main
goal is data to be used for more effective education policy. Related to this, the educational work
of the teacher is further expanded with pedagogical - administrative work and almost doubled
workload.
The law determines hierarchy of responsibility for entering data into EMIS, HRM and EDiary. It means that the school principal is responsible for timely data entry into electronic data
bases. According to the New amendments in the Law on Primary and Secondary Education (2012,
1
0
1
1
32
)
a
c

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2018, 7(13): 31 - 38

Picture – 1. The structure of engaged school human resources in electronic administration

The administrator is responsible for entering data and manage all the electronic databases
in proper order (EMIS, HRM and E-Diary). In 99% of the cases, administrators are selected from
the teaching staff in the school and appointed by the school principal. Head teachers and other
teaching staff are responsible only for entering data into E-Diary. Other school staff should also
be included in the process of electronic administration.
Abstinences or failure in fulfilling the task as a legal responsibility foreseen penalties that
can influence future professional development of teachers.

3. Research methodology and results
Any imposed expansion on the primary role of the teacher with additional responsibilities
that are not directly related to the teaching of students, can disrupt the working harmony and create
difficulties in carrying out their professional duties. Consequently, the aim of our research was to
explore the advantages and disadvantages of introducing an electronic administration in schools
and to discovered in-depth problems in schools that follow educational reforms.
The survey was conducted for measuring positive and negative effects caused by the
everyday usage of pedagogic administration by the teaching staff. Data were gathered with the use
of scales and questionnaires and were analyzed with adequate quantitative and qualitative
procedures. Research sample is stratified and it includes 151 teachers, 9 principals and 16
administrators from nine schools in Skopje, the capital of Macedonia.
Results point out the high extent of dissatisfaction of teachers regarding electronic
administration of school data. Most of them are unsatisfied with the distribution of roles, terms
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and conditions for conducting electronic administration. Over 80% of teaching staff thought that
they are overloaded with pedagogical- administrative tasks. (Chart 1)
Chart - 1. Responds regarding overload with administrative duties at school

During the interviews 7 out of 9 principals also confirmed that human resources engaged in
electronic administration are partly satisfied with their pedagogical - administrative role.
The reasons for teachers’ dissatisfaction are uncovered in the results that follow. Very high
percentage of respondents (over 90%) replied that that data storage in electronic school diary
increased their obligations at school. (Chart 2)
Chart – 2. Administration of E-Diary diary increased their obligations at school

60% of respondents agreed that entering data into E-diary is time consuming and therefore
it makes the teacher work more difficult than it was before. (Chart 3)

34

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2018, 7(13): 31 - 38

Chart – 3. Administration of E-Diary is time-consuming

Over 60% of the respondents stated that they prefer to work only as teachers, not as
administrators. (Chart 4)
Chart – 4. Teachers prefer to be teachers, not administrators

Overload of school obligations such as teaching, electronic administration of three
databases, extracurricular activities, etc. directly affect the teaching process, stated most of the
respondents.
All research samples (school principals, administrators, teachers and head teachers)
estimated that there is a need for new job position that will be in charge for more efficient
management of electronic administration. (Chart 5)
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Chart - 5. There is a need for extra human resources for timely and proper functioning of
electronic administration and electronic data entry.

More than 70% of respondents replied that extra human, material and financial resources
should be located for this reform and over 70% of them reported that there is a need for
reorganization in electronic administration and creating new job positions and resources
responsible for electronic administration at the school. (Chart 6)
Chart – 6. There is a need of creating new administrative jobs and reorganization of
electronic administration

Regarding these two questions all the principals agreed that reorganisation is needed for
more efficient electronic administration in their schools.
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4. Conclusion
Results of the empirical research point out to the current problems that teacher faced in
their work and to the actions that are needed to overcome them and to achieve better quality in
education. Relevant educational institutions, municipalities and the Government of the Republic
of Macedonia are addressed by the respondents as responsible for implementation of the reform
and its’ success. Only adequate distribution of human roles can lead to necessary changes and
further improvement of electronic administration.
Based on the results of theoretical and empirical research we propose set of further
activities that can lead to the improvement of educational services and better utilization of
management and teaching capacity in secondary schools.

5. Recommendations
- To organize a public debate with representatives of state and local government about electronic
database administration in schools;
- To set up general and specific manual for conducting electronic administration, with regulation
of conditions and all other issues that are not regulated;
- To prepare new systematization of jobs in schools with new open vacancies such as
administrator for electronic administration and expert associate in computer technology;
- To avoid double administration, both classical and electronic;
- To choose and adopt a model from those proposed for electronic administration in schools (for
example, to form a new special service for electronic administration in schools with new open
jobs according to new systematization or some other acceptable model keeping the existing
human resources with paying bonus for their extra work);
- To consider the possibility of determining and defining the ways of financial remuneration for
teaching staff (administrators, head teachers and teachers);

- To restore the dignity and primary educational role of the teacher in the educational process.
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Abstract
This study focuses on the effects of oil price changes on food prices in oil-exporting, developing countries. These
effects in net food-importing and oil-exporting, developing countries have not received adequate attention in the
literature. The methodology included the application of a non-linear panel autoregressive distributed lag (ARDL)
model. The bounds test of the non-linear panel ARDL specification suggests the presence of co-integration among
the variables: food prices, oil price, inflation and trade openness. The estimated non-linear panel ARDL model
indicated the presence of asymmetry in the behaviour of food prices solely in the long-run. More specifically, in the
long run, there is a significant and positive relationship between oil price increases and food prices. Meanwhile, no
long-run relation is found between oil price reduction and food prices. Furthermore, the model suggests the absence
of asymmetry in the behaviour of food prices in the short run, as the relations between both increase and reduction
in oil price and food prices are found to be insignificant. The study therefore recommends that oil-exporting,
developing countries should adjust the workings of their public policy schemes in such a way as to enable reductions
in the oil price to trickle down to food prices. In addition, these countries should ensure the implementation of longterm agricultural policies aimed at insulating their economies from global food crises that may arise from oil price
increases.
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1.

Introduction

Top on the list of the Millennium Development Goals (MDGs) and Sustainable Development
Goals (SDGs) is the eradication of extreme poverty and hunger; furthermore, in recent years, there has
been growing global concern over oil price fluctuations and rising food prices (Baumeister & Kilian,
2014). Food prices have exhibited significant increases since the mid-2000s, just as the oil price
continues to be volatile. The prices of corn, rice and wheat as well as other crops have reached record
highs, putting huge pressure on most food importing nations, especially the developing countries, which
are facing hikes in both food and energy prices within an increasingly fragile macroeconomic
environment (Udoh & Egwaikhide, 2012). The food crisis in the mid-2000s became a major source of
concern to world leaders. In June 2008, the United Nations (UN) organised the World Food Summit held
in Rome, where many questions were raised about the causes of the food crisis and how to resolve it
(Wise & Murphy, 2012). Despite the extensive literature on factors contributing to high and volatile food
prices, the relative importance of the effect of oil price changes on food price hikes has continued to be
a contentious issue. It is therefore not surprising that along with the continued rise in food prices, oil
price changes have been investigated as a potential cause, since it appears that increases in this price
could also lead to food price increases, and that a joint hike of these two prices could further worsen the
situation (De Gregorio, Landerretche, Neilson, Broda & Rigobon, 2007). Intuitively, by affecting energyintensive inputs such as fertilisers and fuel, which have an impact on transportation costs, oil price
changes directly affect food production costs and, subsequently, food prices (Baumeister & Kilian,
2014). In addition, given the increasing costs of global food production, food import bills would soar
during times of rising oil prices for food-importing countries. Accordingly, this would further exert an
upward pressure on domestic food prices (Konandreas, 2012).
Several studies have investigated the effects of the oil price on food prices changes, according to
different time periods. Following the excess co-movement hypothesis stated by Pindyck and Rotemberg
(1990), some empirical studies have investigated whether the co-movement arises from common
macroeconomic shocks or is due to herd behaviour or speculation. Using OLS regressions to estimate
the pass-through of changes in the oil price to the prices of other commodities, Baffes (2010) found that
food commodities tend to move together with the oil price, even after controlling for macroeconomic
variables. Correspondingly, Vansteenkiste (2009), utilising a dynamic factor model, reported that various
common macroeconomic factors cause the prices of the commodities to move together. As a result of
their methods of analysis, these studies provide useful insights into the correlation between different
commodity prices in the short-run. However, they do not take the long run into account. Co-integration
between price series suggest that two prices may behave in a different way in the short run, but that they
will converge towards a common behaviour in the long run (Barrett & Li, 2002). Moreover, prices may
drift apart in the short run due to policy changes, or seasonal factors, but economic forces such as market
mechanisms may bring them together in the long run (Palaskas, 1995; Enders, 1995). For instance,
Zhang, Lohr, Escalante, and Wetzstein (2009) discovered a long-run relationship between oil and food
prices, but in the short run, they found no relationship. The production of biofuel has been perceived as
an explanation for the co-movement, especially between the prices of energy and food commodities in
the long run (Arshad & Hameed, 2009; Serra & Zilbermann, 2013). For example, Campiche, Bryant,
Richardon, & Outlaw (2007) found corn and soybean prices in the US to be cointegrated with crude oil
prices after the emergence of the biofuels market, with the oil price driving the feedstock prices.
A number of other studies have also documented the long-run effect of the oil price on food
prices. The results have, however, varied. For example, Gohin and Chantret (2010) report a positive longrun relationship between global prices of some food and energy products, due to cost-push effects. In
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addition, Balcombe and Rapsomanikis (2008) establish that oil prices are long-run drivers for sugar
prices in Brazil, while Wixson and Katchova (2012) note that soybean prices are influenced by crude oil
prices in the long run. These positions were reinforced by Zhang et al. (2009), Arshad and Hameed
(2009), and Abdel and Arshad (2008), all of whom reported the oil price to be a long-run driver of food
prices. However, in a similar study, Zhang, Lohr, and Wetzstein (2010), did not establish a direct longrun relationship between fuel and agricultural commodity prices. This is corroborated by Chakravorty,
Hubert, Moreaux and Nostbakken (2012) in a study of the long-run effect of US and EU mandatory
biofuel mandates, which found no long-run relationship between oil and food prices.
The results from the various studies on the long run effect of the oil price on food prices have, in
consequence, largely been mixed. In addition, most of these existing studies have focused mainly on
developed and oil-importing countries. The effect of the oil price on food prices in net food-importing
and oil-exporting countries has not received adequate attention in the literature. Furthermore, most
existing studies examine the relationship between oil and food prices by means of the standard time series
techniques of co-integration, error-correction technique and Granger causality. Although these
techniques assist in evaluating their long-run relations, as well as their short-run interactions, they
presume symmetric relations between oil and food prices and hence are not adequate to capture the
asymmetric effect of oil prices on the latter. To be more specific, the only available panel study on the
effects of the oil price on food prices in oil-exporting developing countries is the one published by
Olayungbo and Hassan (2016), who employed a Panel ARDL model to analyse both the long-run and
short-run interactions between oil and food prices in the sample countries. Yet they did not take into
consideration the possibility of the presence of asymmetry in the food-oil prices relationship.
Public policy schemes, such as price floor and price ceiling, play an important role in oil exporting
developing countries (Gouel, 2013). The pricing schemes place a limit to how the price can adjust up or
down; one should also note the fact that the interplay between firms’ cost structures and market power
may account for both long-run and short-run asymmetries in price movements (Karantininis et al. 2011).
An assessment of the effect of the oil price on food prices in a panel of oil-exporting development
countries, by means of a non-linear technique to capture the asymmetric effect of oil price on food prices,
becomes necessary. Therefore, a non-linear Autoregressive Distributed Lag model as developed by Shin,
Yu, and Greenwood-Nimmo (2014), was utilised for this study.

2.

Literature Review

The relationship between the oil price and food prices has attracted much attention in public
debate, especially since the food price crisis in 2007/2008 (Timmer, 2010). Campiche et al. (2007)
examined the co-variability between crude oil prices and corn, sorghum, sugar, soybeans, soybean oil,
and palm oil prices using weekly data from 2003 to 2007 in the United States. A vector error correction
model (VECM) was employed for the study. Their co-integration results indicate that corn and soybean
prices were co-integrated with the crude oil price during the 2006-2007 time frame, but not during the
2003-2005 period. Further results from the same study make it clear that crude oil prices do not adjust to
changes in the corn and soybean market. The study concluded that (through the biodiesel market)
soybean prices seem to be more closely correlated to crude oil prices than corn prices. A similar study
conducted by Yu, Bessler and Fuller (2006) analysed the co-integration and causality of higher crude oil
prices with respect to the world food price and demand for vegetable oils. Applying a co-integration
method to weekly data from January 1999 to March 2006, they deduce that the influence of shocks in
crude oil prices on the variation in food prices is relatively small and insignificant.
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Trujillo-Barrera, Mallory and Garcia (2012) examined volatility spillovers in the US from energy
to agricultural markets using daily data from July 2006 to January 2011. Univariate TGARCH and
bivariate VECM-BEKK-MGARCH models were employed in the study. These authors found significant
spillovers from oil to corn and ethanol markets, which seem to be particularly strong in high volatility
periods for oil markets. They also identified significant volatility spillovers from corn to ethanol markets.
Additionally, Chen et al. (2010) modelled the relationship between the oil price and global food prices,
using weekly data from March 1983 to February 2010, by means of an autoregressive distributed lag
(ARDL) method. The results of their study revealed that any change in the grain price is significantly
influenced by the changes in the crude oil price. In similar vein, Esmaeili and Shokoohi (2010)
investigated the co-movement of food prices and the macroeconomic index, employing a principal
component analysis and VAR Granger causality test, utilising monthly data from 1961 to 2005, to
understand the influence of the macroeconomic index on food prices. Those studied were eggs, meat,
milk, oilseeds, rice, sugar and wheat, while the macroeconomic variables included the crude oil price,
consumer price index and food price index. The study reports a correlation coefficient between the
extracted principal component and the macroeconomic index to vary between 0.87 for the global GDP
and 0.36 for the consumer price index. The researchers found that the food production index has the
greatest influence on the macroeconomic index, but they did not establish a direct relationship between
the oil price and the food price component. However, Natanelov et al. (2011) in a similar study on the
relationship between the price of crude oil and world food prices, found a direct relationship between oil
and food prices. A vector error correction model (VECM) was employed for the study, using monthly
data on world crude oil, wheat, rice, sugar, soybean oil, cocoa, coffee and soybeans from July 1989 to
February 2010. The results from the study indicate that changes in the oil price have significant effects
on food prices in the long run.
While the positive link between oil and food prices is well established, as the literature reviewed
indicates, existing empirical evidence is far from being uniform. In a study of the relationship between
oil prices, exchange rates and commodity prices in the United States, Harri, Nalley and Hudson (2009),
applied a Vector Error Correction Model (VECM) to monthly data for the period January 2000 to
September 2008. They found that commodity prices are linked to oil for corn, cotton, and soybeans, but
not for wheat, and that exchange rates do play a role in the linkage of prices over time. However, in a
study of the relationship between the rising crude oil prices and an increase in the United States current
account deficit, Abbott, Hurt and Tyner (2009) reported that steady oil price increases since 2004 and
the consequent simultaneous depreciation in the value of the US dollar, relative to most other high and
low-income countries’ currencies, resulted in higher corn prices in the US, since the depreciating dollar
had resulted in cheaper corn exports in places such as China and India.
In measuring the relative importance of global demand, speculation, and crude oil in explaining
corn price volatility, McPhail, Du and Muhammad (2012) used a structural vector auto-regression
(SVAR) and variance decomposition on monthly data from January 2000 to July 2011. The study found
that speculation is the most important of the considered factors in explaining corn price variations, but
just in the short run. In the long-run, however, oil price is the most important factor explaining these
variations. Additionally, Kratschell and Schmidt (2013), using the frequency domain Granger causality
test of Breitung and Candelon (2006) to analyse short and long-run causality between energy prices and
prices of food commodities in the US, found that the oil price Granger causes all the considered food
prices. However, they also established that when controlling for business cycle fluctuations, this link
exists especially at low frequencies. Thus, their study concluded that short-run phenomena, such as herd
behaviour and speculation, do not seem to have a considerable effect on the studied food prices, but that
the relation between oil and food prices is, rather, established by long-term developments.
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Furthermore, Peri and Baldi (2010) applied co-integration analysis based on Hansen and Seo (2002) and
a Panel Vector Error Correction Model (PVECM) to weekly data on sunflower oil, rapeseed oil, soybean
oil and diesel prices for several European countries during the period January 2005 to November 2007.
They report that the co-integration relation of rapeseed and diesel prices is a case of threshold cointegration and that sunflower oil and soybean oil prices were not found to have a co-integration relation
with diesel prices. However, they conclude that diesel prices affect food prices in the long run. Similarly,
using several copula models with different conditional dependence structures and time-varying
dependence parameters to analyse weekly data, Roboredo (2012) studied co-movements between world
oil prices and global prices for corn, soybean and wheat. Empirical results from the study show weak oilfood dependence and no extreme market dependence between oil and food prices. The results support
the neutrality of agricultural commodity markets towards the effect of changes in oil prices and noncontagion between the crude oil and agricultural markets. However, dependence increased significantly
in the last three years of the sampling period, even though upper tail dependence remained insignificant,
indicating that food price spikes are not caused by positive extreme oil price changes. Lastly and in
summary, the analysis of the literature review indicates mixed results regarding the relationship between
oil price changes and food price changes, but overall, it is evident that oil prices increases cause food
price changes.

3.

Methodology and Data Sources

In an attempt to investigate the relationship between the crude oil price and food prices in oilexporting developing countries, this study adopted a non-linear panel ARDL (NARDL) co-integration
technique, which is an extension of the well-known ARDL approach by Pesaran et al. (2001), to capture
both long-run and short-run asymmetries between variables. When compared with the classical cointegration models, NARDL models possess a number of very strategic advantages. First, they perform
better in determining co-integration relations in small samples (Romily, Song and Liu, 2001). Secondly,
they can be applied regardless of whether the regressors are stationary at level or at first difference.
However, they cannot be applied if the regressors are stationary at second difference, as the presence of
an I(2) variable renders the computed F-statistic for testing co-integration invalid. Thirdly, the NARDL
framework is particularly suitable for this research problem as it allows for capturing both the long- and
short-run asymmetries, and also for detecting hidden co-integration. Following Shin et al. (2014) and
Ibrahim (2015), the following asymmetric long-run equation of food prices is:

fdpit = α

+ α cpiit + α 2 i trd it + α 3 i olpit + α 4 i olpit + eit ………………………………..(1)
+
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From the above equation, the long-run relation between food prices and oil price increases is α3i
, and it is expected to be positive. Meanwhile, α 4i captures the long-run relation between food prices and

oil price reduction. Since they are expected to move in the same direction, α 4 i is expected to be positive.
Following Shin et al. (2014), equation (1) can be framed in a Panel ARDL setting in line with Pesaran et
al. (2001) as:
∆fdpit = αi + βoi fdpi,t−1 + β1i cpii,t−1 + β2itrdi,t−1 + β3i olpi+,t−1 + β4i olpi−,t−1 + ∑ρi ∆fdpi,t−1 + ∑δi ∆cpii,t−1 + ∑ϑi ∆trdi,t−1 + ∑(φi+∆olpi+,t−1 +φi−∆olpi−,t−1 ) + µit
p

q

r

s

i=1

i=0

i=0

i=0

…………………(4)

where all variables are as earlier defined, p, q, r and s are lag orders, while α3i and α 4i , are the
aforementioned long-run impacts of, respectively, oil price increase and oil price reduction on food
s

prices. ∑ φi+ measure the short-run impacts of oil price increases on food prices while
i=0

s

∑φ

−
i

determines

i=0

the short-run impacts of oil price reduction on food prices. Within this framework, therefore, further to
the asymmetric long-run relation, the asymmetric short-run impacts of oil price changes on food prices
are also captured. Annual data sets of food prices, oil prices, CPI and the trade openness of 31 countries
are employed in this paper. The sample countries are all oil-exporting developing countries, while the
majority of them are net importers of food. They are Albania, Algeria, Argentina, Azerbaijan, Bahrain,
Brazil, Brunei, Cameroon, Chad, Colombia, Cote d’Ivoire, Ecuador, Egypt, Equatorial Guinea, Gabon,
Indonesia, Iran, Iraq, Kazakhstan, Malaysia, Nigeria, Oman, Qatar, Saudi Arabia, Sudan, Syria, Thailand,
Trinidad and Tobago, Tunisia, Venezuela and Yemen. The study covers a period of 13 years, spanning
2001 to 2013. The choice of 2001 and 2013 as the starting and ending dates respectively is informed by
the availability of data on food prices for all the countries. Moreover, this period witnessed huge
fluctuations in the price of crude oil.
Food prices, measured by the food price index, offer a measure of the monthly change in
international prices of a basket of food commodities. The index consists of the average of five commodity
group price indices weighted with the average export shares of each of the groups. It comprises the cereal
price index, vegetable oil price index, meat price index, sugar price index and dairy price index. The food
price index is sourced from the United Nations (2016), the database of the Food and Agricultural
Organization (FAO) of the United Nations. Oil price is the price at which crude oil is sold in the
international market. This is sourced from the US Energy Information Administration (2016). Data on
inflation, measured by the consumer price index, which reflects the annual percentage change in the cost
to the average consumer, of acquiring a basket of goods and services, that may be fixed or changed at
specified intervals, such as yearly, as well as those on trade openness are sourced from the WDI (2016)
of the World Bank.

4.

Results and Discussion

Table 1 presents the descriptive statistics of the variables included in the study. It can be observed
that the mean and median of oil price and inflation rate are very close, which implies that their
distributions are nearly symmetrical. This is an indication of the existence of low variability. The
skewness statistics show that three of the variables: food prices, inflation and trade openness, are
positively skewed, while crude oil price is negatively skewed. The Jarque-Bera probability values for all
the variables are below the 0.05 critical level. This suggests a rejection of the null hypothesis of normal
distribution for all the variables at 5 percent level of significance. The absence of normal distribution
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may result from the cross-sectional and heterogeneous nature of the data employed in the study. Such
heterogeneities are, however, corrected for in the panel data analysis.
Table 1: Descriptive statistics of variables
Variable
Mean
Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis
Jarque-Bera
Probability
Sum
Sum Sq. Dev.

Food price index (fdp)
169.7358
138.3
958.3
96.2
99.0868
3.438612
19.62693
5436.318
0.000000
68403.52
3946914

Crude oil price
index (olp)
65.21462
66.05
99.67
25.98
26.49265
-0.183546
1.638675
33.38119
0.000000
26281.49
282148

CPI
87.4927
88.74706
214.6947
21.13188
23.36525
0.642289
7.10764
311.0295
0.000000
35259.56
219465.9

Trade openness
(trd)
83.57805
78.22787
351.1057
18.03959
42.75723
1.813938
9.151667
856.4503
0.000000
33681.96
734928.8

While the ARDL approach to co-integration is applicable, regardless of whether the variables are
integrated at levels (I(0)) or at first difference (I(1)), it is still necessary to carry out unit root tests, to
ensure that no I(2) variable is involved, as the presence of the latter renders the computed F-Statistic for
testing co-integration invalid. To this end, the results of the Levin, Lin & Chu (LLC), Im, Pesaran and
Shin (IPS), Augmented Dickey-Fuller (ADF), and Phillips Peron (PP) panel unit root tests conducted on
the variables are presented in Table 2. Individual intercept was included in the test equation for each of
the unit root tests, while the lag length for each variable was automatically selected by the Schwarz
Information Criterion (SIC).
In the tests captured in Table 2, all of the four tests (LLC, IPS, ADF and PP) are in agreement
that all the variables are integrated at first difference (I(1)) at one percent level of significance. The only
exceptions to this are: the oil price, being stationary at level (I(0)), according to LLC just at the one
percent level, as well as trade openness, being stationary at level (I(0)), according to both LLC and PP,
at the one percent level.
Table 2: Panel unit root tests
Variable
fdp

Level
LLC
P-v
IPS
P-v
ADF
0
8.66
1.00
8.83
1.00
18.39
1
-2.03
0.02*
-2.56
0.01*
105.52
olp
0
-5.69
0.00*
1.89
0.97
25.04
1
-15.89
0.00*
-9.92
0.00*
210.95
cpi
0
4.58
1.00
9.58
1.00
12.99
1
-2.55
0.01*
-2.69
0.00*
106.63
trd
0
-2.01
0.02*
-0.74
0.23
65.62
1
-6.17
0.00*
-5.71
0.00*
136.18
* represents 1% level of significance, while P-v indicates probability value

P-v
1.00
0.00*
1.00
0.00*
1.00
0.00*
0.35
0.00*

PP
31.69
182.38
18.29
645.27
16.69
215.39
106.60
335.48

P-v
0.99
0.00*
1.00
0.00*
1.00
0.00*
0.00*
0.00*

Since the panel unit root tests indicate that none of the variables is I(2), the bounds testing
procedure could proceed. Table 3 reports the bounds F-Statistic and the critical value bounds for the F45
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statistic, as provided by Pesaran et al. (2001). As presented in the table, the value of the computed Fstatistic (32.358) exceeds the upper bound critical value of the bounds testing table, which stands at 4.01
at 5 percent level of significance. The null hypothesis of no co-integration is thus rejected. The conclusion
is that the four variables, i.e. food prices, oil price, inflation and trade openness, co-move in the long run.
Table 3: Bounds test for nonlinear co-integration
F-Statistic
32.358

95% lower bound
2.86

95% upper bound
4.01

Conclusion
Co-integration

Following the estimation of equation (4), the non-linear panel ARDL long-run estimates are
presented in Table 4. As indicated in the table, the long-run coefficient of inflation rate is positive and
significant at one percent significance level, as should be expected. It suggests that a unit increase in
inflation rate in the sample countries, is related to an increase in food prices by approximately 1.4 units,
holding other variables constant. This result reaffirms the position of Adam et al. (2012), who suggested
a positive relationship between food prices and inflation in the long run. In the case of trade openness,
Table 4 illustrates that its long-run coefficient is significant, but negative at one percent significance
level. It further implies that a unit increase in the degree of trade openness in the sample countries is
related to a decrease in food prices by almost 0.35 units, holding other variables constant. This result
indicates that food products become more competitive when sample countries open up their international
trading activities, and that such competitiveness leads to a reduction in the prices of food commodities.
This position supports that of Herath (2014) who reported a significant, but negative, effect of degree of
trade openness on food prices in Sri Lanka.
Regarding the main objective of the study, the results in Tables 4 and 5 indicate an asymmetric
long-run relation between oil price and food prices, with the increase in oil price being significantly
related to food prices, while the reduction in oil price is not. The estimates suggest that a unit increase in
the price of oil is associated with the increase in food prices by 0.42 units. This result corroborates the
findings of Ibrahim (2015) which affirm the presence of asymmetry in the long-run oil price – food price
relation in Malaysia, with a significant and positive long-run relation between oil price increases and
food price, and an absence of long-run relation between oil price reduction and the food price movements.
Furthermore, as indicated in Table 4, the long-run relation between oil price decrease and food prices is
insignificant, which suggests that reductions in the price of oil have no effect on food prices in the sample
countries. This finding should be worrying because, while a drastic oil price increase is positively related
to changes to food prices in the long-run, its reduction does not translate into a reduction in food prices
in the sample countries. In other words, following an initial increase in food prices as a result of oil price
hikes, the high food prices will remain at those levels, even if the oil price has corrected downward after
the initial increase.
Table 4: Nonlinear panel ARDL long-run estimates
Variable

Coefficient
1.375466
-0.346764
0.418914
0.030125

Std. Error
0.129505
0.087550
0.058672
0.037717

t-Statistic
10.62092
-3.960761
7.139934
0.798716

P-value
0.0000*
0.0001*
0.0000*
0.4255

* denotes 1% level of significance

Table 5: Test for asymmetry
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F-Statistic

P-value
0.0000*

74.15029

Conclusion
Asymmetry

* indicates 1% level of significance

For the short-run, the results as presented in Table 6 provide evidence of no asymmetric
relationship between oil price and food prices. In fact, the findings indicate that a short-run relation
between oil price increases and food prices is absent. This also reveals that the short-run relationship
between oil price reduction and food prices is insignificant. This finding is consistent with that of Zhang
et al. (2009) who found no relationship between oil price and global food prices in the short-run. It also
corroborates the position of Arshad and Hameed (2009) who deny the existence of a short-run
relationship between oil price and cereal prices in Thailand and United States (US). This finding,
however, contradicts those of a study by Ibrahim (2015) which provided evidence for the presence of
asymmetry in the short-run relation between oil price and food price in Malaysia. The volatility of the
oil price in the world market may be an explanation for the inability of this price to affect food prices in
the short-run. Furthermore, the findings in Table 6 suggest a positive and significant relation between
the inflation rate and food prices in the short run, at 1% significance level. In particular, it is affirmed
that a unit increase in inflation rate would lead to an increase in food prices by roughly 2.61 units.
Nonetheless, on the other hand, the relation between trade openness and food prices is found to be absent
in the short-run, as Table 6 indicates an insignificant relationship between the two variables in the short
run.
Table 6: Non-linear panel ARDL short-run estimates
Variable

Coefficient

Std. Error

t-Statistic
3.288109
-0.575234

P-value

∆

(−1)

2.607277

∆

(−1)

-0.602996

0.792941
1.048262

∆

(−1)

-0.032762

0.302669

-0.108245

0.9139

∆

(−1)

0.055498

0.293165

0.189307

0.8501

0.0012*
0.5658

* denotes 1% level of significance

5.

Conclusion

In this study, the effect of the oil price on food prices in oil-exporting, developing countries is
examined. The majority of the countries included in the study are net food-importing countries. Taking
into consideration the potential roles of public policy schemes such as setting price ceilings, marketing
boards, etcetera, in engendering an asymmetric response in food prices to oil price changes, a non-linear
panel ARDL model was estimated for the analysis, to capture both long-run and short-run asymmetric
relations between the oil and food prices. From the analysis, evidence of the presence of asymmetry in
the long-run oil price-food prices relation was discovered, while asymmetry was found to be absent in
the short-run relationship.
More specifically, in the long run, an oil price increase tends to lead to increases in food prices,
while oil price reduction does not seem to be related to food price reductions. In addition, neither the oil
price increase nor its reduction seem to be related to food prices in the short-run. This study also affirms
a positive significant effect of inflation on food prices both in the long and short-run. In the case of trade
openness, however, while an indirect relationship is found to exist between the two variables in the long
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run, a short-run relation is found to be absent. Based on the findings of this study, it is recommended that
oil-exporting, developing countries should formulate and implement long-term agricultural policies to
insulate their economies from future global food crises that may arise from oil price changes. They are
also advised to adjust the workings of their public policy schemes in such a way that this will enable
reductions in oil prices to trickle down to food prices.
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Abstract
This article draws on case study research. The empirical data were gathered from students in a citizenship
course in a department within a health sciences faculty. The focus is on how issues of democracy in South
Africa are facilitated and interpreted through critical pedagogy and how they influence students’ attitude
toward voting. The findings convey a reconstructed and informed notion of democracy that inspires a sense of
active citizenship underpinned by an emancipatory rationality. At the same time, the findings reflect some
students’ implicit resistance to a system they are becoming disillusioned with.
Keywords : Civic knowledge, Citizenship education; Democracy; Active citizenship; Emancipatory rationality

1. Introduction
Following South University’s call to faculties to introduce a citizenship module in their
programmes, I elected to take up this responsibility in my department. Located in the faculty of
health sciences, this undertaking offered me the opportunity to observe what I perceived to be
students’ disinterest and cynicism towards participation in critical civic dialogue concerning
economic and political conditions in South Africa. Fundamental to this observation was their open
declaration not to vote in the impending local elections. This echoed some scholars’ concern with
the perceived increase in youth apathy towards engaging in ‘democratic’ participation through the
suffrage (Gray, 2015). In South Africa’s post-apartheid historical context, these emerging attitudes
∇
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are a concern and thus persuaded me of the importance of interrogating students’ notions of
democracy in South Africa. I hoped this would inspire them to reflexively question and actively
work towards a well-functioning and socially accountable democracy.
My personal observations of and encounters with the health sciences students over an
extended period of time exposed me to their civic knowledge gaps and their resultant disinterest in
public affairs. In the absence of social sciences modules within the health sciences faculty,
departments have attempted to address citizenship education within the discipline as part of
professional practice. However, this approach addresses only appropriate practice behaviour,
attitudes and ethical considerations. It does not include an engagement with democracy and social
justice. It is arguable that the rationale behind such an integration of citizenship education is that
more time needs to be appropriated for discipline knowledge and practice. Within the framework of
institutional performance management, the target for success rates of modules is about 80%,
therefore citizenship education is less of a priority. Of importance, therefore is doing just enough
needed to account to the institution.
Drawing on notions of democracy, citizenship education and Freire’s critical pedagogy, a
case study was undertaken with predominantly black university students (within the health sciences
faculty) in a citizenship module. The module focused on nurturing an analytical civic discourse to
appreciate and attain emancipatory rationality that is vital for inspiring critical active citizenship.
Against the backdrop of the impending local elections, it was therefore of interest to investigate
how the students’ anticipated revitalised critical civic knowledge and attitudes, as a result of this
module would influence the likelihood of their future civic participation through voting. Since
voting is a basic democratic process, students’ likelihood of and interest in voting could offer an
insight into the extent of their consciousness about civic matters and their future civic participation
(Torney-Purta & Amadeo, 2003).
The achievement of the South African democratic dispensation raised expectations of an
open and representative democratic system for all citizens to freely exercise those rights that are
pertinent for social and economic prosperity (Davids, 2013). Despite this, 24 years post democracy,
students’ commented: “I cannot comment on what is unjust because I do not know what is just” or
“I will not vote because it is not going to change anything”. This presents a pessimistic view of the
promise of social justice, equal opportunities and a participatory democracy where citizens have the
freedom to voice their wishes or disquiets. Asaf, Cato, Jawoko and Rosevear (cited in Davids
(2014) raise a concern about the ruling party’s, “ideological commitment to centralised control and
an explicit commitment to avoiding factionalism, which makes it very difficult to voice opposition
against the dictates of the party leadership” (p.1515). This uneasiness demands that we question the
extent of the education system’s progress towards facilitating students’ capacity to be politically,
morally and socially aware and to act in support of an emancipated and socially just society. The
perceived voting disinterest could threaten a proactive, participatory and substantive democracy.
In consideration of the current higher education context, we also have to question its
economic trajectory and its influence on students’ subjectivities to critically participate in civil
affairs. While it appears that the observed health sciences’ students are making a choice not to
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participate in the country’s democratic processes, I contend that this choice of ‘silence’ (Gray,
2015) at one level is based on inadequate civic knowledge and on another it reflects an implicit
resistance to a system they are becoming increasingly disillusioned with. Gray (2015) rightly points
out that “though there is strong empirical evidence to suggest that silence is at least in part a
symptom of citizen disengagement and disempowerment, we still do not systematically understand
the range of possible motivations citizens may have for remaining silent in democratic politics”
(p.475).
This study contributes to nascent research on citizenship education by emphasising the
significance of teaching democracy in South Africa’s post-apartheid context. Following on from the
introduction, in the second section, I briefly explore the democratic South African education context
and conceptions of citizenship, as they are critical for interpreting students’ positions on active
citizenship. Then, in the third section, I draw from literature on democracy and citizenship
education. In the fourth section, I draw on the theoretical framework of critical pedagogy in
education to explicate my theoretical contextual premise for considering the provisioning of critical
citizenship engagement and teaching democracy to inspire active citizenship. The last section
concludes with the findings of the study that emanate from the students’ reflections on the
citizenship module.

2. South African Education Context
Historically, higher education has played a pivotal role in shaping students’ political and
social paradigms by nurturing critical thinking, and political, social, economic and emancipatory
consciousness. Such influence has been driven by efforts to develop critical active citizens that are
intellectually and morally positioned to confront civic matters in propagating for equality and social
justice (McLaren, 1993). However, in recent times there have been consistent concerns that about
the pervasive encroachment of globalisation and neoliberal discourses and practices that are
enforcing accountability and economic efficiency in education (Lawrence, 2015). Therefore,
assumptions that higher education institutions (HEIs) are well positioned to put efforts into
educating youth to engage in critical political participation are becoming questionable due to higher
education’s pursuit of youth’s development as human capital to service the capitalistic economy
(Lawrence, 2015). Key to this trajectory is that it militates against students’ development of critical
citizenship and social justice knowledge (McCowan, 2012). While higher education’s ‘new’ role is
critiqued, it is vital to acknowledge the powerful forces that are central to the existent tensions and
paradoxes in HEIs that are driving them to achieve ‘excellence’ and progress towards higher
university rankings. These include meeting the targets for quality assurance measures and higher
research outputs, and rising expectations from students, industry and other stakeholders whilst being
confronted with competition and dwindling financial resources (Davids & Waghid, 2016).
In a post-conflict nation like South Africa, Marovah (2013) suggests that citizenship
education should focus on “securing the opportunities of the oppressed through a critical and
democratic curriculum which is conscious of the potential dangers to which democratic education is
exposed through institutional arrangements (p.607). The Constitution of the Republic of South
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Africa of 1996 provides for an appropriate mechanism for the realisation of ‘freedom’ through
“universal adult suffrage, a national common voters’ roll, regular elections and a multi-party system
of democratic government, to ensure accountability, responsiveness and openness” S1 (d).
However, such participation cannot be realised in the absence of a critical understanding of the
democratic principles and related rights and accountabilities (Shultz & Guimaraes-losif, 2012). Yet,
there is evidence that in South Africa efforts efforts to facilitate students’ understanding of
democratic principles and human rights are negligible at both school and university levels (Davids,
2013).
Shultz and Guimaraes-losif (2012) and Nabatchi (2010) also reflect on various educators’
and civil society stakeholders’ disquiet about the youth’s citizenship deficit, where there is “an
erosion of civic skills and dispositions among the general public” (p.378). Relatedly, the IEA 1999
CivEd Study (cited in Waghid, 2004) revealed that young people have negligible knowledge of
democratic values, which limits their capability to understand their practical implications on a daily
basis. While Finkel and Ernst (2005) found that civic education improved students’ key insights on
politics, it was, however, limited in inspiring a culture of open and well-versed participatory
engagements. As scholars have argued, education is critical to the exercise of democracy and its
sustainability, and a democratic citizenship requires knowledgeable and skillful citizens who can
navigate the often-tumultuous societal and political terrain (Callan, 2016; Enslin, 2003). At the
same time Enslin (2003) contends, “…citizenship in a democracy is affected by the political health
of the polity (p.77). As such, the foremost aim of citizenship education is to empower young people
for enlightened political engagement (Parker, 2003; Boontinand & Petcharamesree, 2017).
Therefore, achieving democracy beyond just the acquisition of the right to vote is fundamental to
post-apartheid South Africa.
Of importance is Davids’ (2013) contention that one of the unintended consequences of
apartheid is the failure to develop a culture of open dialogue within educational encounters,
particularly on controversial social and political issues. Consequently, in providing education within
an historical framework of gross human rights violations, raising a consciousness of the role of
democracy as a system of governance that is accountable for the protection of all its citizens’ human
rights, becomes crucial (Solomons & Fataar, 2011). In particular, one of the central purposes of
education is the development of youth’s critique of governmental functions and power dynamics
that control economic, social and political spheres (Fejes, 2009).

3. Conceptions of citizenship in South Africa
As citizenship is the legal recognition granted by the state to individuals, it legitimises them
as citizens and members of various state institutions, which gives them social, economic and
political rights (Gutmann & Ben-Porath, 2015). Parallel to these are the moral and legal
responsibilities that citizens are expected to embrace (McCowan, 2012). For citizens to experience
and express their citizenship, they are provided with the requisite attitudes, knowledge and skills to
engage in civic affairs (Gutmann & Ben-Porath, 2015). There are numerous and opposing
orientations to citizenship. For instance, there are those that purport a narrowly viewed duty-bound
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citizenship, which demands loyalty to the state and is signified primarily through voting and
unquestioned acceptance of the state’s regulations (Boontinand & Petcharamesree, 2017). However,
the broader view of democratic citizenship as espoused by Dewey (1916) extends beyond voting to
being essentially a lifestyle driven by citizens’ engagement with political, social and economic
affairs of their country. Important to such a citizenship is that all members are accorded equal
public status (Callan, 2016).
Following an apartheid history of a divided society with unequal citizenship, citizenship in
South Africa is generally accepted as a highly problematic concept (Spreen & Vally, 2012).
Consequently, the conception of citizenship has been fragmented and not fully embraced,
understood and experienced by all people. Enslin (2003) argues that citizenship is best understood
in context, especially in divided societies. Although the post-apartheid legislative framework offers
a new beginning for an enactment of equal democratic citizenship, “much of our notion of
citizenship is still constituted by apartheid and informed by the project of overcoming its lingering
effects” (Enslin, 2003, p.73). Thus the emerging conception of citizenship is of an expectation to
exercise the related rights for improved social, economic and political life. While major strides have
been made in transforming the country towards democratic and human rights-based governance, a
large percentage of the population continues to live in poverty (Davids, 2014). The resultant
inequality produces increased tension between those who benefit and those who do not. Enslin
(2003) attributes the tension and distrust between the post-apartheid government and its citizens to
their divergent conceptions of citizenship. She explains that the government limits the conception of
citizenship to socio-economic rights, while most South Africans believe citizenship is about active
political participation. But, the problem is not necessarily the mismatched conception of citizenship,
since the attainment of socio-economic rights coexists with active political participation. Central to
the distrust is that a once promising political order is now revealing its flaws that are largely
ascribed to the complexity of changing a system that advantaged a minority over a larger majority
that was incredibly disadvantaged. Also, the impact of poor governance has been fundamental to
government failures to improve the material conditions of most citizens.

4. Democracy for democratic political participation
Similar to citizenship, democracy is also a contested concept and vibrant arguments over its
definition are still prevalent (Ledet, 2016). However, Dewey (in Watkins, 2008) argues that, “the
very idea of democracy must be continually explored afresh to meet the changes that are going on
in the development of new needs on the part of human beings and new resources for satisfying these
needs” (p.72). From this perspective, it is in the notion of democracy’s nature to continually evolve
to adapt to societal changes and needs. Notwithstanding its nebulous criteria, what is certain is that
democracy as a value and governing mode, is underpinned by the fundamental principles of
freedom and equality (Ledet, 2016). Freedom is about non-repression where everyone has the right
and power to choose what one wants, without interference or persuasion form the state or its
representatives (Ledet, 2016). Equality refers to “non-discrimination where everyone has the right
to be treated with respect and fairness, irrespective of race, culture, gender, sex and class; including
equality of justice before the law” (Gutmann cited in Hanson and Howe, 2011, p.2). Equality is also
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about “capacity and opportunity: ensuring that citizens are given the resources necessary to decide
what they want, and have similar chances to initiate actions, raise concerns, debate, deliberate,
demonstrate, and ultimately, influence the outcome of collective decisions and actions” (Gray,
2015, p.476-477). Centred on these principles, democracy can function well and foster respect for
individual and collective autonomy (Hanson and Howe, 2011).
Democracy needs educated and autonomous citizens that are also socially conscious
(Gutmann & Ben-Porath, 2015). Autonomy is critical in democracy, but its realisation is not simple
and Gray (2015) cautions that while:
Democratic citizenship ideally provides those who are affected by collective decisions with the
standing to have a voice in making those decisions yet, …across the developed democracies, citizens today are
less likely to vote, to volunteer in political campaigns, or to have contact with their political representatives”
(p.474).

Under these circumstances it makes sense that democracy should be a continuously and
critically pursued project (Sanders, 1997). As democracy is a contested concept, it leads to varying
ideologies and practices; hence to make sense of the appropriate democracy for societal needs, it
must be understood within its context. It is arguable then that a critical, participatory and
deliberative democracy is pertinent in South Africa and the primary objective should be the
protection of citizen’s human rights; and to guard against monopolised and tyrannical political
power.
Participatory democracy is characterised by citizens’ direct use of their rights and power to
contribute to decisions that impact their lives (Floridia, 2013). It advocates for citizens who are
knowledgeable and eager to take initiatives to participate in their governance. Participatory
democracy allows all citizens to influence decisions as a collective (Hanson & Howe, 2011).
Deliberative democracy is legitimised by citizens’ mutual and respectful debates on differences,
proffering reason and evidence towards decision-making (Floridia, 2013). A premise of deliberative
democracy is how people exercise their individual autonomy within their social contexts, i.e. how
they are all given equal opportunities to deliberate on decisions and even express oppositional views
to those popularly held (Hanson & Howe, 2011). From this perspective, participatory and
deliberative democracy legitimise and strengthen citizens’ right to make their own choices and to be
involved in solving societal problems.
While there may be varying views on what democracy is, of importance is the lived reality
of democracy. In a country where democracy is a political system it should be acknowledged that
there are numerous variables that can promote or hinder democratic experiences. These variables
tend to be anchored to an historical legacy of discrimination and to lie in the unacknowledged
diversity of those who are socially, economically and politically marginalised (Metzfer & Erete,
2015). Sanders (1997) reasons that marginalised citizens:
…tend not only to have less experience making arguments recognizable by others as reasonable—‘no
matter how worthy or true’ their perspectives—but, because of the insidious and often invisible dynamics of
prejudice, such people are also less likely to be listened to even when their statements conform to the
conventions of rational discourse (p.349).
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Therefore, it cannot be taken for granted that deliberation in itself upholds equality and
social justice (Sibbett, 2014). In a system that is building a democratic culture, the extent to which
citizens can exercise their democratic rights, is important to determine. However, the quality of
such exercise of democracy is far more crucial because it reflects the essence of authentic
democratic ethos (Ledet, 2016). In order to realise a qualitatively meaningful democracy, education
is essential as it holds promise for a stronger democracy, it can facilitate the reality of an
emancipated democratic life (Metzfer & Erete, 2015, p.63).

5. Democratic citizenship education
Citizenship education provides students with appropriate knowledge, skills, attitude and
values in order to actively and meaningfully participate in a democratic system of governance
(Serot, 2012). It serves to develop the youth’s capacity to take up their roles and responsibilities
within democratic societies. Following the global financial crisis and the political dilemmas in the
last decade, citizenship education has advanced to engage students in knowledge frames that
encompass varying paradigms as existent in the current global world. This citizenship education
integrates earlier and latter conceptions, while focusing on twenty-first century societal challenges.
Print and Coleman (2003) offer these:
The first set [of citizenship education] is knowledge based and relates to an understanding of civic
participation, democratic processes, national identity, political heritage, institutions and systems of government,
rights and responsibilities of citizens, social justice, and the rule of law. Second, citizenship education includes a
set of skills or processes that builds upon this knowledge such as active citizenship, critical reflection, inquiry
and cooperation. The third set encompasses values, which underpin democratic citizenship and civil society
including social justice, democratic processes, social cohesion, intercultural understanding and ecological
sustainability. (p.130-131)

The earlier conceptions of citizenship education provide knowledge and understanding of
government systems and the related roles. It also engenders active engagement and endorsement of
social values (Ho, Sim & Alvair-Martin, 2011). Such a view is noted for its lack of critical
interrogation of the state’s governance. Spreen and Vally (2012) argue that an element of critique
should provide the frame within which citizenship education and participation are enacted, which
can influence a reconstructed sense of identity that is conscious of dominant hegemonies. Hence
citizenship education underpinned by democratic tenets empowers youth to critically participate in
societies where they will fulfil their citizenship obligations (White, 2013).
In a democracy like South Africa, democratic citizenship education is necessary. Democratic
citizenship education entails the education of citizens for self-governance (Schugurensky & Myers,
2003). Such “democratic citizenship education…engages diverse groups in a joint struggle for
social transformation, supports young people in engaging in deliberation and collective action, and
cultivates a wholehearted engagement with the uplifting and the difficult alike…” (Sibbett, 2014,
p.8). Democratic citizenship education recognises the classroom as a political space and it cultivates
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universal democratic principles characterised by diverse and difficult conversations and
deliberations framed by equality and free will (Giroux, 2004); critique, reason and logic (Dryzek &
Dunleavy, 2009; Parker, 2003). Furthermore, Solomons and Fataar (2011) aver that individuals in
democratic systems are conscious of their right to demand accountability from those that hold
office.
Accordingly, this enactment of democracy enhances students’ capacity for self-reflection on
how they are living social values such as trustworthiness, reliability, empathy and accountability
(Schugurensky & Myers, 2003). Solomons and Fataar (2011) and Schugurensky and Myers (2003)
argue that the notion of a democratic citizen should also encompass moral values, such as
compassion, that focus on the broader community in order to enact social change. Giroux (2004)
clarifies that for students embracing moral values, their sense of commitment to changing societal
injustices extends to fighting for better political, social and economic life.

6. Conceptual framework: Critical pedagogy
The revitilisation of critical pedagogy (CP) could not be more relevant during this era of
neoliberalism’s preoccupation with economic accountability in HEIs, which is denounced for
perpetuating domination and marginalisation of students, particularly those of colour (Schorza,
Mirra & Morell, 2013). This neoliberal move is critiqued for working against the development of a
critically conscious citizenship that is necessary for sustainable democracy (Shor & Freire, 1987).
To achieve the emancipatory rationality, Freire’s CP offers the intellectual and emotional space
within which students can view their ‘democratic’ world through a different lens, since it “raises
questions about inequalities of power, about the false myths of opportunity and merit for many
students, and about the way belief systems become internalized” (Burbules & Berk, 1999, p.50). CP
also :
…insists that one of the fundamental tasks of educators is to make sure that the future points the
way to a more socially just world, a world in which the discourses of critique and possibility in
conjunction with the values of reason, freedom and equality function to alter, as part of a broader
democratic project, the grounds upon which life is lived. (Giroux, 2010, p.10)

CP represents classroom interactions as power and political relations that influence students’
personal experiences, behaviour, beliefs and attitudes (Sibbett, 2014). In his analysis of classroom
interactions, Freire (1973) is critical of the predetermined teaching that excludes students’ identities
and experiences, thus overlooking their mode of learning and performance. His concern is that it
silences students and fosters particular dominant knowledge frames that eventually condition
students’ (mis)construction of their identities and the world around them. Thus he advances the
notion of ‘conscientization’ as a “requirement of human condition…as a road we have to follow to
deepen our awareness of the world, of facts, of events, of the demands of human consciousness to
develop our capacity for epistemological curiosity” (Freire, 1998, p.55).
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Critical consciousness focuses on “social relations, social institutions, and social traditions
that create and maintain conditions of oppression” (Burbules & Berk, 1999, p.53). Consequently, it
questions the established view of the master-subordinate, teacher-student relationship (Lawrence,
2015, p.248-249). To mitigate against domineering power relations and injustices in classrooms, CP
conscientises students and teachers of the truth assumptions, power and politics influencing
educational spaces and relationships (Eisner, 1994). Teachers are awakened to recognise attitudes
and practices that silence their students (Rautins & Ibrahim, 2011). This capacitates both students
and teachers to question the disempowering nature of their rigid master-subordinate relationship. It
then inspires emancipatory rationality in social and educational encounters.
In a new democracy such as South Africa, which is working towards developing transformed citizens with a
dynamic and equitable national and global outlook, CP offers a pragmatic praxis. Crucial to this, is that
“critical pedagogy offers a specific lens through which critical thinking can be employed – use of reason and
evidence to understand and expose practices that limit the recognition and exercise of human rights to attain
social justice” (Sibbett, 2014, p.3). Since emancipatory rationality is one of the precepts of democratic
participation, Giroux (1980) is of the view that within citizenship education it is underpinned by critical
analysis and action. Therefore it shifts from the traditional conception of education as transfer of knowledge,
which Freire (1970) refers to as the banking model of education, to a more liberating education that is
individually constructed within students’ life context (Eisner, 1994). Giroux (1980) argues that students must
be taught to think critically to gain an insight into nuances, contradictions and hidden meanings in commonly
accepted knowledge frames. To do this, students ought to comprehend their frames of reference and extend
their inquiry into how such frames inform their constructed world (Giroux, 1980). In this sense, CP as a
transformative conduit facilitates identification and confrontation of the dominant oppressive tendencies
(Smith, 2013).

For Freire (1970), teaching is a two-way conversation between the teacher and student,
underpinned by the teacher’s acknowledgement of the student’s awareness and worldview as
informed by their background. Accordingly, the teacher encourages students to express their prior
knowledge as relevant and pertinent to initiate new learning (Weiler, 1988). To stimulate a
reflection and hopefully a revision of students’ perceptions, CP then encourages students to work
together to decipher challenges emerging from the knowledge they are attempting to construct
(McLaren & Leonard, 1993). Whilst Eisner (1994) suggests that teachers should open themselves
up to learning from their students as a way to acknowledge the limits of their own knowledge, Shor
(1996) believes teachers should give students the power to critique teaching modes. Therefore,
students and teachers together and equally explore phenomena and co-create enhanced insights,
thereby shifting power relations (Shor, 1993). One of the major critiques of CP is that it serves to
indoctrinate students into leftist political ideals (Burbules & Berk, 1999) and that it predetermines
students’ deductions and conclusions on issues debated in relation to race, gender, class, etc.
(Sibbett, 2014 p.4). However, experience is influenced by asymmetrical power dynamics and in
promoting a transformative, just and egalitarian pedagogy, CP is explicit about its aim of
interrogating how power dynamics in classroom setting influence students’ identity and knowledge
constructions (Smith, 2013). Therefore, it should question conservative ideologies and practices that
marginalise students from particular communities that fall outside the dominant paradigm and
culture in which a curriculum is grounded. CP therefore legitimises diversity and acknowledges
alternative knowledge forms. But important is the recognition of students’ dilemmas of being what
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is not ideal and been forced to reinvent themselves to fit into the ‘ideal’ mode of being. Postma
(2015) offers another critique that:
A Freirean approach of equal dialogue does not adequately allow for the powerful intervention of the
teacher and for powerful forms of knowledge, either. None of these approaches therefore succeed in
maintaining a balance between individual freedom and the social order. They either leave the subject powerless
within the limited framework of the self or powerless without a sense of self in a dominant order (p.41).

7. Research Context and Methodology
At its foundation, the citizenship module I developed was informed by the need to develop students’ democratic
consciousness within a critical thinking frame that would serve to assist them to build up the necessary
knowledge and skills in order to become active critical citizens. It is comprised of several learning units
(Personal branding, South African Constitution; Human Rights; Democracy; Diversity and since recently,
Decolonisation), which together help to facilitate a wider and holistic engagement with pertinent socio,
economic and political complexities. To encourage active critical engagement, the facilitation approach
focused on problem posing, which ‘offers a search for knowledge’ (Shor, 1993, p.26) and counters the banking
education model (Freire, 1970). In small groups students discussed and debated their views and positions and
reported these to the bigger class group. These views were then interrogated and students argued to their
defence. Questions posed by the group encouraged students to reflect on their knowledge capital that
underpinned their arguments. At the same we were all sharing our perspectives with each other.
A qualitative study was used in order to capture an understanding of complex social phenomenon in a
particular context (Stake, 1995). As an intrinsic case study, the aim was to gain a deeper insight (Stake, 2005)
on how a critical pedagogy approach would impact students’ views and understanding of the notions of
democracy facilitated in a citizenship module. Rather than attempting to determine generalisable findings, a
case study enables a researcher to engage with the complexity of how (Yin, 2014); in this case, facilitating
citizenship education using critical pedagogy impacted the participating students’ notions of democracy. I
used multi-modes of data-generation including written module evaluations, observation and conversations,
with module evaluations being the primary data source for this article. Only a small group of 22 students made
up the class for the module, enabling more engagement. Open and inclusive conversations were conducted in a
class environment with the 22 students as a group undertaking the module about their experiences and
perceptions of the facilitation approach of democracy as part of citizenship education. Following that, students
were requested to complete module evaluation forms, which comprised of open-ended questions to facilitate
qualitative responses. This approach permitted me to investigate the phenomenon holistically within its context
(Yin, 2014) while at the same time giving students a voice. Against the claim that students are biased and not
competent module or course evaluators (Gravestock & Gregor-Greenleaf, 2008), I structured the evaluation
such that it permitted students to reflect on their experiences of and learning from the course. It provided
valuable information of pedagogical relevance for module development. Overall and Marsh (1979) support
more than one module feedback during the year, stating:
When instructors collect mid-term feedback from students and have an honest discussion about it
with someone, it leads to higher evaluations at the end of the semester as well as higher final exam scores,
providing evidence that good evaluations can lead to better teaching (p.860).

The module evaluation feedback allowed for an in-depth evaluation, for which a generalised
rating system is inadequate. In addition, it afforded closer access to students’ perceptions of
democracy and citizenship education, and the attendant experiences and the meanings the made of
participating in the module. Furthermore, students provided individual written feedback, which
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provided a ‘safe space’ for them to ‘air’ their views, without threat of exposure or judgment.
As a qualitative study, an inductive and iterative process of data collection, arrangenment
and thematic analysis thereof was used (Braun & Clarke, 2006). To make sense of data, it was first
read and divided into meaningful units. The meaning units were coded and data were analysed in
two phases. In the first phase, the codes were organised in line with the questions, which led to an
examination of the data for within-group similarities and differences. Following this, in the second
phase patterns emerged within similarities as they represented common characteristics. These were
categorised as themes. I looked for evidence of a transformed outlook on the value of critical
political participation and consciously responsive engagement that reflected awareness of the state’s
power and control.
While the use of written feedback provided invaluable insights about students’ perceptions
of the value of facilitating the learning unit on democracy within the citizenship, the study could
benefit in the future by extending data collection to include interviewing students to gain more
insights into the impact of the module as a whole. It would also be worthwhile to conduct research
in the future to establish whether students’ ‘new’ positive outlook towards voting has been actioned,
i.e. vote. Or whether their levels of awareness and participation in civic discussion have improved.

8. Findings and discussion
8.1Altered understanding of democracy
Throughout all the accounts, students agreed that the module had provided them with a
better understanding of the concept of democracy, changing their views on democracy in South
Africa, which had been bordering on pessimism. For example:
I now understand how everything affects me one-way or the other (PT8); I never thought voting was
really important but I now understand that my vote can make a difference. Thus I plan on voting next year
(PT10); Now I can…raise my voice (PT12); It is important to be involved and be informed on what happens
around, especially [in] our communities (PT17).

These findings provide collaborative evidence with reports by Haigh, Murcia and Norris
(2014) that enhanced knowledge about politics and democracy positioned students to better
interrogate political information, stimulating their desire to vote. Students’ responses also suggest
that they perceive democracy as participation at both a political and social level. Politically, it
appears to relate to voting in elections and socially to community service. Interest in community
service indicates, “that young people will consider the links between themselves and the broader
social world” (Haigh et al. 2014, p.603). Students here are relating to a broader conception of voting
that captures its impact across all spheres of society. Furthermore, students acknowledged that they
have come to appreciate the importance of being politically active citizens noting:

61

Sadi Mokhaneli Seyama
Democracy Framing Citizenship Education: Towards the ‘Long Walk to Freedom’ in South Africa
It will help me to [exercise] my rights as a South African citizen (PT1); Helping people and not
ignoring things if they don’t affect me (PT2); To participate like…in local, attend meetings and all those things
(PT3).

Whilst most students admitted to a changed view of democracy, principally its precept to
exercise voting rights, some still strongly expressed disinterest in participating in elections.
Amongst these students, a sense of disillusionment was prevalent, apparently owing to perceptions
of an untrustworthy government that has fallen short of fulfilling voters’ mandates. Students
commented as follows: “I haven’t noticed any changes around the environment (PT9); There is no
point for me to get involved (PT13); I know but I don’t want to get involved (PT17)”. The
disillusionment with voting seems to emanate from the students’ belief that the government holds so
much power that their votes could not sway its privileged position. Crucially, the students’ view
also signifies their grasp of the contradictions in their reality where governments makes promises
that they fail to fulfil.
8.2 Re-energised intent to participate in voting
Following students’ perception of having a better understanding of democracy, they
conceded that amidst the uncertainty of election outcomes, voting was a necessary option during
elections. This demonstrated how students’ perception was beginning to shift regarding the value of
their vote. They expressed the following views:
Having or placing your vote as a citizen is important to show interest and participation (PT7); I now know why
I should vote (PT2); I will go to the vote and know what to vote for (PT3); I have seen the importance of
voting, that a single vote can make a difference (PT6).

Following students’ facilitation of democratic knowledge and their reported shift about the
value of voting is consistent with Haigh et al.’s (2014) suggestion that high civic knowledge
increases agency, enhancing citizens propensity to resist governments’ autocratic tendencies. In
return, the likelihood for future civic participation is also heightened. Students conceded the
importance of understanding democratic principles for informed participation (Quaynor, 2011) and
that understanding democracy clarified appropriate processes to voice their views. For example:
I need to stand for what I believe in and try to change the country or myself with my voice out
(PT13); It [knowledge of democracy] has helped us to know what is wrong and where to correct as future
members of democracy (PT19); Before we vote, we must ask ourselves how we and the next generation will
benefit? (PT21); The part where citizens use methods such as destroying roads and burning tires to make the
government give in to their demands prevents progress for the country (PT14).

In appreciating the importance of the power of voting, students conceded that while the
government was at the helm, it derived its power from its citizens (Ho et al., 2011). Thus citizens
have to hold governments accountable. By the same token, students hinted at the willingness to
resolve social and economic dilemmas, reconciling with the idea that individual choice is pivotal to
advancing political change in appropriate ways (Haigh et. al., 2014).
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8.3 Democratic principles clarify citizens’ rights and civic responsibilities
Students’ responses to the question about the rights that a democratic government should
protect confirmed their awareness of the rights as enshrined in the constitution. Thoughts included:
I feel like I should tell people about their rights (PT20); Now that I learnt more on democracy, I am
able to practice my rights as a citizen (PT2); It is up to me to make a change no matter how small (PT4); I have
a right, but if my rights are not respected by the government, I need to protect them by voting (PT18); To vote
for the party that will improve my standards of living as well as my right as a citizen of a democratic country
(PT6).

Students agreed that understanding democracy as part of citizenship education enhanced an
understanding of one’s rights as a citizen and that this altered their perception about their
responsibility to participate in promoting and protecting those rights (Haigh et al., 2014). Following
on the identified rights, it could be inferred that these reflect students’ awareness of the country’s
challenges. For example, at the top of their list are the following rights: to education; to freedom of
speech; to vote; to safety and security; and to basic services. These findings are congruent with Ho
et al.’s (2011) study where most students appreciated the responsibilities of a democratic
government to respect their rights and provide for the basic needs of all its citizens.
There are also indications of students’ awareness that democracy is much more than only
about politics. Students recognise that it also serves the common good and, more importantly, that it
starts with them understanding their role and extending themselves to others. For example:
The rights go along with responsibility [and] not just stating them (PT7); You are able to become
active in your community and country [be]cause now you know (PT1); By understanding democratic
principles, it gives one an understanding of ‘why it is important to be an active citizen’ (PT2); I learnt that the
government is not going to help everyone; We also need to do our part (PT20); Being free and able to be
active, being treated as equal as everyone else this means I am active as a citizen; By free I mean practice of
rights (PT6).

Students’ conception of democracy as encompassing community service indicates awareness
of moral values as integral to enacting democratic values (Solomons & Fataar, 2011). Equally,
students in Kubow’s (2007) study emphasised the importance for citizens to uphold Ubuntu values,
which promote respect and compassion for others.
8.4 Inadequate education about the role of citizens in a democratic system of
governance
Students in this study agreed on the negligible educational efforts made by relevant
institutions to engage them on issues of civic action and related responsibilities. The following
comments exemplify students’ discontent with these barely visible efforts:
No…one cares about teaching youth about democracy but they only want them to vote (PT3); More is
emphasized on the free will of democracy, and not how to be involved and playing a positive role (PT8);
Youth still don’t know what democracy is; Because at my age it was the first time hearing some stuff, which
should not be the case if I was taught enough in my youth (PT11); Life Orientation does not go into depth
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because we just run through everything (PT17); Too much time is spent concentrating on the democratic
system and the emphasis on how it’s supposed to work is not really taught (PT21).

It is apparent that most of the participants had not been exposed to emancipatory citizenship
education at school. This is contrary to education South African policy that requires the integration
of critical pedagogy in citizenship education (Quaynor, 2011). Students were also open about civic
issues on which they wished to gain more insights. They identified common concerns on voting
issues and ways to improve them were also expressed. They noted nepotism, corruption and
political parties not considering voters’ voices and failing to fulfil their mandates. Students believe
it is pertinent to acquire political and civic knowledge and to be able to evaluate political parties’
manifestos regarding their (the parties’) understanding of and commitment to addressing vital social
and economic priorities. Some of the statements made were:
Why am I supposed to be threatened for my vote (PT8); Why is it important for me to vote if no
improvements are there (PT9); What should be done if the government does not listen to citizens (PT14); In
order to learn more about factors that help in voting for a deserving party (PT20).

Students’ critique and wish for more engagements in lecture rooms on politics included how
the module could be facilitated for better outcomes. They want more facilitator awareness of how
and what they need to be taught. They noted my hesitation in delving deeply into controversial
topics. This critique resonates with Akar’s (2016) observation that “…classrooms show very little
or no evidence of dialogic practices where learners (co-) construct knowledge with peers and
engage in critical and appreciative inquiry (p. 45).” On the whole, students are endorsing the
facilitation of this citizenship module, which McCowan (2012) regards as necessary because
students will be more open and immersed on issues discussed in class.

9. Discussion and Conclusion
At the beginning of the module, students demonstrated very limited civic knowledge, with
implications for the level of critical political engagement they were ready for. Haigh et al.’s (2014)
study, which relates high civic knowledge to an increased likelihood of future civic participation, to
some extent clarified students’ disinterest in voting. However, some students’ decision not to vote
after the module engagement suggests an implicit resistance to a system they believe is bent on
pursuing a self-interested agenda and that detracts from social justice. The study suggests that
teaching democracy within a critical education setting can shift students’ perception of active
citizenship participation and inspire a critical reflexivity that interrogates hegemonic and unjust
decisions and practices. Such teaching lays down the foundation for more critical learning in the
future (Cannon, 2016). Davids and Waghid (2016) also observed the value of classroom
engagements, noting that citizenship should be viewed as skills that have to be learned through
participatory experiences, starting in the classroom. The study also confirms the importance of
participating in the political dialogue on social justice so as to ingrains the participatory aspect of
citizenship by developing students’ critical skills (Waghid, 2007).
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Furthermore, worth noting is the request for more openness during class discussions when
addressing controversial political issues; and students’ critique of the educators’ sanitised
engagement with controversial issues suggests attitudes that hold promise for breaking barriers of
silence. This confirms Akar’s (2016) view that “promoting dialogic pedagogies and engagement are
largely dependent on how educational programmes and teachers approach knowledge construction”
(p.45). However, central to this is educators’ awareness of their subjectivities and their position as
critical agents with insight, courage, openness and commitment to action CP in classrooms.
If the rewards of Mandela’s ‘Long Walk to Freedom’ are to be sustained through
knowledgeable, responsible and active citizenship, it might be concluded that democratic principles
should form the core of citizenship education offered within a CP paradigm. As Spreen and Vally
(2012) contend, “essential to the pedagogy informing critical citizenship is the praxis, agency and
‘voice’ of those who confront marginalization, injustices and inequality as well as an active ethics
of solidarity” (p.88). Given its history, South Africa cannot afford a thought-confined student body.
Students, as the future generation, ought to carry the baton of freedom, which is realised through
open and accountable democratic systems, which are continuously upheld by the country’s citizens.
While the outcomes of facilitating democracy in the citizenship module holds promise in
conscientising students about the importance of voting, exercising voting rights is not a simplistic
undertaking. As Cannon (2016) aptly argues:
The cardinal point is that being prepared responsibly to discharge the paradigmatic duty of citizens in
mass democracies is to undergo an intellectually and morally substantial education an education
plausibly deemed appropriate for all citizens. Otherwise, they will be badly prepared to discharge the
duty to vote responsibly (p.81-82).

In this understanding, it is patent that citizenship module as a crucial tool for
developing active critical citizens, should encompass diverse social, political and economic
aspects in order to assist with intellectual and moral competencies necessary for a
meaningful exercise of democratic rights. However, without recognising and confronting the
neoliberal educational demands that are constraining meaningful lecture rooms, critical
interrogations society’s democratic life, the ‘Long Walk to Freedom’ will remain a long and
arduous task.
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Abstract
Revisiting the Global Care Chain literature, I reflect on the ways in which care chain presents an
alternative picture of care work and reproduce and reinforce gender inequalities to promote
neoliberalization. I argue that both the rhetoric meaning and practice of care work inflects the
broadest moral contradiction, ambivalence and hybridity of our social and political world today.
Critiques of inequalities in global caring, therefore, need to pay attention to the relative
philosophical canon. The study is qualitative and based on empirical findings basically from
secondary sources of data. Empirical evidence reveals that despite significant progress in the
global female labor force through the global care chain, its construction is built on sexist
stereotype practices and policies. Findings further demonstrate that this global care chain
misrepresents and devalues care work. The study concludes that although female labor force has
increased by promoting the global care chain over the decades, the reduction of gender inequality
of the global labor market has not happened simultaneously, rather this relocation of female
caregivers has reinforced and reproduced gender inequity to many extents.

∇
Contact: shafiqul@bus.uiu.ac.bd The author declares that he has no relevant or material financial interests that relate to the
research described in this paper. Also, the author declares that the submitted paper is his original work and that, upon
publication, nothing contained in it will not constitute an infringement of any copyright. Paper received 17.01.2018. Approved
20.03.2018. 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. The author would like to thank the reviewers of this journal
for their valuable comments and suggestions on the earlier version of this paper. The quality of this paper has greatly improved
from those comments.

71

Shafiqul Islam
Global Care Chain & Gender Inequality: The Case of Philippines, Sri Lanka & Bangladesh

Keywords: Care Chain, Gender Inequality, Feminization of Employment, Global Labor Market,
Globalization, Sexual Division of Labor

1. Introduction
The onward process of globalization and the new economy encapsulate the transformation of
economic and social relations across the globe. Since people and places are increasingly
interlinked through the organization of work, the flows of goods and services and the exchange
of ideas (Perrons, 2004:1). It is true that one of the significant achievements of globalization
and new geography of economy is the increase of feminization of employment over the last few
decades. But here the point of departure is that this relocation of gender-based labor
displacement in the spectrum of globalization has aggravated the gender relations in most cases
rather than to ease it (Nguyen, 2017:199 and Perrons, 2004:14). Many earlier studies along with
anecdotal sources reveal that the global care chain especially from the global south to the global
north has raised alarming situation of gender discrimination. According to Isaksen (2007:44)
the new marketization and commercialization of care services seem to initiate increased social
differentiation and at the same time do not necessarily affect the traditional gender based
division of labor in more positive direction. As a result the contemporary world is characterized
by difference rather than uniformity and widening rather than narrowing inequality; while some
people and places are involved in highly interactive global networks others are largely excluded,
creating new and reinforcing old patterns of uneven development (Perrons, 2004:1) in general
and gender disparities in particular.
During the last few decades new economic multifaceted-characteristics along with new division
of labor has undergone with lots of discussion and criticism mainly focused by feminist
scholars. Although women participation in global labor market got some re-evaluation in the
policy reformation, labor-based inequalities is still unfocused to a larger extent. Ball (2008:54)
argues “scholarship regarding the effects of the economic reforms and growth of the last twentyfive years has focused on female labor force participation and feminization of the labor force,
while less attention has been given to global trends in job segregation by sex.” However, the
most common critiques those have been generalizing these feature of global care service and
gender inequalities is that, the long-standing and widespread masculine ethics and practices
along with patriarchal nature of society tend to favor the status quo in most cases of unequal
gender relations. Since gender analysis has increasingly widened its scope to reveal the ways
in which gender inequality is constructed and reproduced in diverse institutional settings,
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including those pertaining to markets and macroeconomic flows. Many scholars have argued
(i.e. Perrons, 2004; Parreñas 2001; Hochschild, 2000 and Yeats, 2004) that this phenomenon
has to be considered within the context of globalization, which has embodied the transforming
social, economic, political, and cultural orders and tended to the reinforcement of gender
inequality from domestic to global arenas.
However, the aim of this paper is to discuss the new character of feminization of employment
in general and the emerging breakthrough of global care chain in particular which represents an
alternative picture of care work. This article examines the female immigrants experience who
has become the part of the global care chain in the new geography of economy. More
specifically in this article I intend to shed lights on how this global care chain might contribute
in the reproduction and reinforcement of gender inequalities. Thus the principal research
question throughout this study is: How the new feminization of employments (Global Care
Chain) reinforces and reproduces inequalities in the global labour market in terms of gender
differences?

2. Literature Reviews
Until recently, care has been marginalized in the Western canonical tradition of thought
compared to other ethical concepts such as justice and freedom (Nguyen, 2017:199). In fact,
although care works is deeply embedded with gender stereotypical practices and hence a critical
reinforcement factor of gender inequality, the importance of care as a global public and political
issue gained momentum in the late 1990s with the emergence of the Global Care Chain
approach (Hochschild, 2000 cited in Nguyen, 2017:199). However, care is one of the original
feminist concepts (Daly, 2002:252), which primarily focus on how women’s role as wife,
mother, and daughter required that they undertake unpaid and paid domestic and personal
services. Anderson (1997:38) states that it includes all the work of the household: cooking,
cleaning, shopping, washing, sewing, serving at table ironing and may be extended to cover
gardening, chopping wood, washing car, feeding, walking and caring for pets, performing
intimate services for their employers such toweling them dry after a bath, care of children,
disabled and elderly (Nguyen, 2017:199-200). Sociologically such roles were analyzed in terms
of the power relations of marriage and kinship; economically they were linked to the division
of labor and the distribution of economic privilege and power (Daly, 2002:252). Moreover,
commercialization of care work now made the power relation more dynamic and visible as the
organization and state play an important role in this commercialization, as a result gender
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inequality become more intensified than ever in the public sphere through global care chain.
The concept of global care chains and the related body of work on the growth of the
international market in domestic workers has contributed in important ways to a range of
research agendas. In bringing social reproductive labor into the analytical frame, they have
made critical contributions to our understandings of globalization and migration processes
(Killey, 2010:127). However, it is a concept which first formally developed by Hochschild
(2000, 2003, 2009) basing on the empirical data from the researches made by Salazar Parreñas,
although few earlier feminist scholars e.g. Gilling (1993), Joan Toronto (1993) and Selma
Seven-huijsen (1998) has made contribution in its literature. Hochschild has defined global care
chain as: “a series of personal links between people across the globe based on the paid or unpaid
work of caring (2000:131).” Although not explicit in this given definition, the “classical” global
care chain scenarios as described first by her presents the “distribution” of care in the globalized
scene as a “one-way traffic” from the rural to the urban, from the poor country to the richer one:
a mother from a poor country or region migrates to a wealthier one to engage in paid domestic
care work there. More broadly it focuses on the gender relations in a dynamic process in terms
of migration, care works and gender relations as Yeats has argued that “it captures the
significance of transnational care services and the international division of reproductive labor
as integral features of the contemporary international economy that are otherwise neglected: by
‘globalization studies’ due to its fixation on states, markets and paid labor (Yeates 2004:370).”
She further argues that by ‘migration studies’ which has failed to take account of the importance
of gender roles and identities to household strategies, networks and transnational migration;
and by ‘care studies’ which, although fully conversant with the importance of domestic care
economies and the divisions of paid and unpaid care work, pays little attention to the
transnational processes having an impact on these (ibid, p. 370)”.
Another consideration in understanding the global care chain lies in the areas of new geography
of economy. Until recently, in the changing fashion of its nature and focus, gender issue has
come under the spotlight with a massive discussion to be included within this diaspora. As Cope
(1997:91) has stated that “during the past 10 years we have seen an increased sensitivity to and
understanding of gender perspectives of political geography, and traditional areas of political
geography, such as geopolitics and trade, have recently been reconsidered from a gender
perspective. More broadly, a gendered political geography has two sets of theoretical and
empirical backgrounds and the first stems from developments within geography itself; the
second derives from debates of the feminist critique of political theory and studies, as was
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argued by Kofman (1990:314), for instance. In fact, developing a gender-sensitive perspective
means recognizing that gender relations play a crucial role in shaping social, economic, and
political systems. Processes of discrimination, differential power, and inequality are seen here
as resulting from systematic gender-based power, where a variety of spatial scales play a
significant role. As Brown and Staeheli (2003:247-248) argues that feminist political geography
can be embedded within the spectrum to mean scholarship and practices that pay explicit
attention to women, gender and sexuality, and the ways in which other axes of identity are
entwined with these in the relationships of power, oppression and domination that organize and
construct the social world. On the other hand, the social construction of gender refers to arrays
of expectations, behaviors, and biases that are socially created, rather than specifically rooted
in biological sex differences. Since the interrelations between socially constructed gender
relations and socially constructed environments can easily be adapted to a gender-sensitive
issues like ‘global care chain’. As with low-waged work, women are disproportionately
employed in contingent labor (McDowell, 1991), meaning that they are over-represented
among the workers whom this policy does not adequately cover. Thus the earlier literature
revealed how the new geography of economy has led to the development of global care chain
and at same time has reinforced and reproduced gender inequality in the global labor market.

3. Theoretical Approach
The primary theoretical approaches to which I want to address in this course paper is the
feminist scholarships on the basis of globalization and gender based labor market mostly
featured by postcolonial and postmodern feminists. Since my attempt will go at drawing on
theoretical and analytical insights to construct an interdisciplinary space which will enable the
assemblage of my project. The first important dimension to this space is that of globalization.
Numerous scholars have contributed in analyzing globalization. In this light, my analysis will
take a feminist approach as many works on globalization have shown by (1) highlighting the
“g-local” interconnections and power dynamics among people and institutions and (2) having
an integral gender perspective. Perrons (2004:3) has provides an overview of critical studies on
globalization which I’ve found pertinent. Centralizing the phenomenon of contemporary global
economy, she has conceived of globalization as a frame within which the interconnectedness of
places and people as well as contextual changes in economic, political, social, and cultural
processes are explored. She argues that while the framework of globalization can be interpreted
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as a kind of “new meta-narrative,” it does not impose some deterministic structures or
explanations. It is rather seen as an open space for intellectual reflections (2004:5). Studying
globalization from a cultural anthropologist perspective, Appadurai has called special attention
to the radical disjunctive “-escapes,” in which global cultural and political economies take shape
and are transformed (2008:97-98). Sassen’s (2003) discussion also adds to developing a
feminist’s systematic review of the uneven global hierarchies. She emphasizes on the twofacedness, or the double movement, of the global capitalism: the advanced postindustrial
economy embodied in superstar zones and global cities is supported by the downgraded and in
formalized labor of women at the bottom of the economic structure.
The second dimension to the framework of my analysis will allow me to elaborate on the power
dynamics seen in this global care chain. Firstly, integral to the analysis of power is a materialist
perspective. Material aspects such as time, space, mobility, ‘race,’ resources, as well as
symbolic aspects such as cultures, nationalities, genders are all interrelated (Barad,2001;
Sultana, 2007) and can influence the analysis of the care chain phenomenon. While Perrons
(2004:105) has observed that although globalization in some cases brings about the sense of
empowerment and mobility of people, human resources from poorer countries are often
undervalued. She further argues, complexity of care work involving emotional ties might be
exploited to disempower the poor migrant (women) care workers economically (2004:112). On
the other hand, the exercise of institutional power manifested through ‘public’ and ‘private’
spheres also an important dimension of power in understanding gender relations. For example,
classical theories of ‘the social contract’ which are widely influential in understanding western
social and political order, also divide the spheres of civil society into the public and private
domains. This division of public and private sphere indicates that the ‘social’ came to occupy
the space between private families living in the households and public domain of the market
and the state” (Lewis, 2000:32). As Perrons (2004:241) has stated that women are largely
confined to the home or the private sphere where gender inequality is the norm and historically,
therefore, the state developed as a patriarchal state, which for the most part concerned itself
with public issues such as international affairs and the reproduction of the economy. Thus
woman is considered as less important, private, reproducer of domestic, and care, which is also
applicable in global care chain in understanding the gender inequalities.
The third dimension to the framework is masculinity and patriarchy. Gender is a way in which
social practice is ordered (Connell, 1995:69). In gender process, the everyday, conduct of life
is organized in relation to a reproductive arena, defined by the bodily structures and process of
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human reproduction, where care work is the basis. This arena includes sexual arousal and
intercourse, childbirth, and infant care, bodily sex difference and similarity. Thus, gender is
masculine practice that constantly refers to bodies and what bodies do, it is not social practice
reduced to the body (Connell, 1995:71). But why cares work is for women? The answer of this
question mostly lies in this long-standing and widespread masculine ethics and practices. A
common essentialist approach in sexual division of labor is the attributes or personality traits
women and men bring with them into work place (Marshal, 1984). While another alternative
approach in understanding gender as something that people do, rather than something they are
(West and Zimmerman, 1987). However, both the approaches are the practices of masculine
ethic that indicates the sexual division of labor, where certain types of work are assumed for
women (i.e. care, nursing) and certain types of work is for men (i.e. managerial, doctor). Thus
the supremacy of masculinities and subordination of femininity is visible in the understanding
of practices, dynamics, and interactions within a system of gender relations (Coleman, 1990)
that is often divisible by sex role of labor. Moreover, patriarchy and masculinity are also
manifested in the exercise of power. As Ikeda (2007:112,126) has argued masculinity is
culturally and historically constructed on norms that regulated male identity and behavior, while
patriarchy is the practice and culture of male domination and/or female subordination based on
the unequal distribution of power between men and women at various levels in a social
organization, including at home, workplace , and political arena. Thus the rational of sex
segregation in work place is based upon the patriarchal dominance and masculine reflection.

4. Method and Materials
This is a qualitative study and based on findings of basically secondary sources of data.
Although qualitative research is a diverse enterprise (Denzin and Lincoln, 1998:2) in
understanding normative views with with interpretive analysis, my aim in this study is mainly
to reflect upon normative views of subject matters. In addition I intend to make some
interpretive analysis as empirical evidence mainly from secondary sources of data conducted
on Bangladesh, Philippines and Sri Lanka. However, the aim of this qualitative research is to
provide a picture of the current scene that can be used for understanding or reflecting and
improving it on how new feminization of employment (i.e. global care work) are reinforcing
traditional sex segregated role for women in the new geography of work and are reproducing
gender inequality in the array of globalization. For the secondary sources of data I have relied
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on available literature and documentation such as books, academic articles, periodicals, specific
surveys and official reports, county specific yearly statistical reports, daily and other periodical
newspapers etc.

5. Discussion of the Findings
Before entering into the details, I want to assure that the term ‘Global Care Chain’ for this study
would not be considered from solely economic perspectives and consequences, rather also from
social, cultural and political perspectives and consequences. As Kofman (2006) has argued that
illustration of the nature of global care workers needs to be sensitive to cross-national variations
in first, ‘‘care regimes’’ (i.e. the extent and nature of public and market care provision, women’s
employment and policies facilitating work and care) second, ‘‘migration regimes’’ (i.e.
immigration policies, forms of regulation, and paths and histories of immigration) and third,
‘‘care cultures’ (i.e. dominant national and local cultural discourses on what constitutes
appropriate child care, or elder and disabled support) which may also be constituted through
differences and inequalities of race, class, ethnicity and geographical relocation. In addition
Yeates (2004) in a wide-ranging critique suggests that the concept of ‘global care chain’ could
also usefully be broadened to embrace the full diversity of migrant care workers in accordance
with skill and occupational hierarchies (i.e. semiskilled and skilled, as well as unskilled);
second, locations of work (i.e. institutional, as well as domestic); and third, types of care (e.g.
domestic, health and education). However, the following discussion would relate all most all of
these related features as the perspectives and consequence of global care chains in articulation
of gender inequalities.
Globalization and new economic process has opened the frontier among the states to move
people from one geographical location to another more easily than ever. Since an increasing
proportion of the earth’s population around 180 million people moves each year from one
country to another (Isaksen et al. 2008: 405), and among them a significant number is women.
These trans-border routes for women are categorized into five main stream geographical
locations-from Eastern Europe to Western Europe; from Mexico, Central America, and South
America to the United States; from North Africa to Southern Europe; from South Asia to the
oil-rich Persian Gulf; and from the Philippines to much of the world-Hong Kong, the United
States, Europe, and Israel (Castles & Miller, 1998 cited in Isaksen et al.2008). However, the
basic objectives of these immigrant women are not to reunite with family rather to get the job
in these new geographical locations and support their families that they leave in their home
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country. For many, these jobs are to care for the young, elderly, sick, and disabled of the first
world (Isaksen et al, 2008: 405). Thus, many maids, nannies, eldercare workers, nurse’s aides,
nurses, and doctors leave their families and communities in the weak economies of the South
to provide care to families and communities within the strong economies of the North. In such
countries as the Philippines and Sri Lanka, female migrants outnumber male migrants, and
many are young mothers (Isaksen et al. 2008: 405). Once in the North, female migrants also
tend to stay longer than male migrants do. In the case of Bangladesh, although male migrants
outnumber female migrants in total, for care giver jobs female outnumbers their male
counterparts.
Just as poor countries suffer a brain drain, as trained personnel move from South to North, so
too they suffer, we argue, a care drain (Parreñas, 2001). Then ultimately what happens to these
female care workers? Seemingly there is no difference between brain drain and care drain, but
significantly it matters to gender relations. ‘Care drain’ in most cases generates the
methodological sexism (Dumitri, 2014:203). Although from the brain drain the poor countries
are discriminated by the rich countries where gender inequality is a minor option to be noted,
care drain from poor to rich countries intensify the gender inequalities widely. Because most of
these care workers are female and their gender works as major discriminatory factor. Poor pay,
relatively long hours, and sexual exploitation are very common that the female care workers
faces in the North (Anderson, 2000) as well as in the Middle East and Gulf (Krich, 2018).
The Filipino community in Italy is one of the oldest communities of migrants in southern
Europe, with the first arrivals in the 1970s and most Filipino women in Italy are employed in
the domestic care sector, as caregivers for old people, or as carers for children (Basa et a1.
2011:12-13). In fact, such global transfers of cares reflect acute sex segregation in the labor
market, where some women have to enter the care work irrespective of their higher qualities.
Parreñas (2003) shows in her study that in the Philippines those women could income on an
averaged $176 a month as teachers, nurses, and administrative and clerical workers, by doing
less skilled though no less difficult work as nannies, maids, and care-service workers, they
earned $200 a month in Singapore, $410 a month in Hong Kong, $700 a month in Italy, and
$1,400 a month in Los Angeles. But does this higher income (though less than male and below
the global standard) become commensurate with their educational qualities and previous
professional skills? In most cases the answer is no. Because, most of these women are well
educated and have skills in their own profession apart from care works, but in the new
geographies of work they become bound to enter into the care work, because still gender
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imbalance in performing care services persists globally (Perrons, 2004). Moreover, their
families’ economic burden is also a big factor in this respect. As Basa et al. (2011:16) states that
it is not so much individual choice, rather family demand that leads to continue working in
unhappy conditions. In addition, though this incensement in their salaries could ensure some
material helps to their family members, but their status, position and honor has not been
increased simultaneously. Rather in many respects their position in the society as well in the
family become lower for many reasons mainly resulted from long-standing and widespread
patriarchal norms and practices of the society.
In this respect, one study conducted by Uma Devi (2003) in Kerala revealed that the mother
who works as care worker in the Gulf region has to suffer from social stigmatization for not
being a good or ideal mother. Many mothers face accusations of being a “bad mother” or a
“materialistic person” and themselves feel anguished about long separations from their children
(cited in Isaksen et al. 2008:409). She further argued that mothers who use to come overseas
countries as care workers often experience a conflict, between wanting to be an “ideal mother”
and wanting to be a “community heroine”. By migrating, these mothers are defying the
prevailing local notion of an ideal mother. Though there are some difference among the
population on the meaning and understanding of an ‘ideal mother’ in terms of religion, locality
and cultural beliefs, but all of them share a vision of the ideal mother as one who lives with her
own children and the ideal mother may work outside the home during the day but she returns
to her children in the evening. Thus, the cultural acceptance of shared care does not, in Kerala,
automatically extend to an acceptance of the prolonged absence of mothers (Devi cited in
Isaksen et al. 2008:411). However, although ideologically we say about ‘ideal mother’, there is
no such ideological construction for men as ‘ideal father’. That’s why we never become
introduce with the concept of an ‘ideal father’. In addition, when husbands migrate, wives
usually assume the role of the father and mother. But when wives migrate for care works,
husband tends to aside, leaving child rearing to female relatives (Parreñas, 2003), because
family care works is not the responsibilities for fathers. Thus mother’s staying out side family
is often questioned and mistrusted by their family members, relatives whereas father’s staying
outside family are rationalized as the importance of breadwinner for the family. Moreover, if
the child makes a bad score in their education and become wayward in their life style, the
responsibility always has to shoulder by mother no matter she stay at home or stay outside of
home. In this respect Isaksen et. Al (2008:419) states “Mothers are still mothers. But, children
forget what they look like. Mothers make great sacrifices for their children but the trust
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concerning that great sacrifice has been undermined. Absent mothers leave for their children’s
sake, but children manage private, often profound doubts about why, in fact, their mothers left.”
The case of Bangladeshi female caregivers is the worst who mostly works in the Middle East
and Gulf region. Bangladesh, the world's eighth most populous country and among the least
developed, has 7.5 million citizens living outside the country-the fifth highest national total,
according to a 2017 report by the United Nations Population Division (Krich , 2018:1, and
Ullah, 2018:1). According to the BMET report a total of 1,008,525 people went abroad for work
in i2017. Of them, 121,925 were women workers, accounting for 12.1% of the total migrant
workforce from Bangladesh (Bari, 2018:1). To comply with the rising demand of domestic
workers from the Middle East finding and processing migrant labor has become a big business
in the country, with 1,300 recruiting agencies licensed by the Bangladeshi government, and
many others operating outside the law (Krich, 2018:1). In fact women migrant workers to the
Middle East as the caregivers have been increased in the recent years. While a total of 20,952
Bangladeshi female workers went to work in Saudi Arabia in 2015, this number quadrupled to
83,365 in 2017, when Saudi authorities relaxed restrictions to respond to a need for more
domestic labor (Ullah, 2018:1). Apparently although it seems that Saudi Arabia favored to
flourish Bangladeshi labor market, the practical scenario is completely different. Earlier studies
shows that Middle Eastern liberal attitude to the Bangladeshi female workers was due to a ban
introduced by the Philippines government on its women working in Kuwait, after reports of
Filipina maids being physically and sexually abused (ibid, p.2). Likewise, in 2014 Indonesia
also imposed a ban on its domestic workers in 21 Middle Eastern countries, including Saudi
Arabia. Thus while Bangladesh encouraged more women to work in Saudi Arabia, other
countries have introduced measures to stop women heading for the kingdom and other parts of
the Gulf following reports of abuse.
Now the question is raised while female caregivers have been decreased in the Middle East for
the recent years, why female caregivers have increased from Bangladesh? Basically two reasons
works here simultaneously- one is these women are so poor, low and unskilled labor in most
cases who take this profession as manifestation of push factor of migration. Another important
reason is due to lack of government monitoring on the recruiting agencies that misguide these
poor female workers by promising better job, money and other facilities in such types of
domestic jobs in the Middle East and Gulf. And comparatively female workers pay less than
their male counterparts who wish to work in the Middle East and Gulf. Thus female workers
are misguided and once they travel to these countries they can face the actual realities. Recently
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hundred of Bangladeshi female workers have reported sexual and physical abuse against their
master in the Middle East and Gulf region. Around 5,000 female Bangladeshi workers have
returned from Saudi Arabia since 2015, due to torture, sexual abuse, and irregularities
in the payment of their wages (Hasnat, 2018:1). Recently on May 119, 2018 66 women
workers has returned from Saudi Arabia and they reported to the journalists in the airport
on their arrival that they were suffering abuse, harassment, and inhumane behavior
everyday in the home where used to work. Many of these women bear injury marks and
wounds on their body. One of these women told the Bangla Tribune (a local newspaper)
“I dusted a total of ten rooms every day, but they did not give me proper meals. My
employer abused me and prevented me from quitting the job. Whenever I wanted to quit,
my employer physically assaulted me (Bari, 2018:12).” The history of torture,
harassment, and abuses and irregularities of payment of all the retuned female workers
were more or less same.
Thus although relocation of women has risen their participation into the labor market worldwide
(MacDowell, 2001:448), this increasing rate of female jobs has not necessarily changed the
situation of labor market gender inequality. Rather in some cases it has intensified the gender
inequalities adversely. Bradley et al. (2000) state that the most marked gender difference,
however, is in hours of employment and sex segregation of labor. Despite the rise in
nonstandard patterns of work in the new flexible post-fordist economy, standard full-time jobs
still significantly outnumber non-standard contracts and it is men who dominate here. On the
other hand, part of the explanation for women’s rising participation rates lie in the continued
growth of service sector employment and this service sector which include a large number of
care workers is considered at the bottom end of the labor market (MacDowell, 2001:449). Thus
the quantity of female workers has increased but the qualitative change in terms of equality in
general and gender equality in particular is still a far cry.
Earlier research further reveals that although the rich countries have been using the poor
countries female care workers in a large amount and these amounts are increasing every year,
their policy as well as other measures for the protection of the female worker’s rights has not
been considerably changing. For example, women status as permanent immigrant in the host
countries is also is also very complex and obscure. Among the female temporary immigrants
many suffer from lack of supports to get permanent residence (PR) status in the host countries.
Basa et al. (2011:14) argued that legal papers also a barrier to get the better job and many
women hold a college degree and could take on better jobs if their documents allowed them to
82

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2018, 7(13): 71 - 88

stay in Italy permanently. In most cases the government seems very reluctant and takes this
issue as less important for not being part of their formal economy, which is also clear gender
discrimination. Because these discourses of formal and informal economy is derived from the
power relations that make distinction between male and female to get the access in public
private sphere (Nguyen, 2017:199). Thus women caregivers in the host countries face multiple
forms of gender discrimination.
Secondary sources of data further reveal that there is also mark indifference among the sending
country’s government to preserve the rights of the female care workers, though receiving their
remittance in large amount benefits these countries. As the World Bank Report (2018) shows
that the Philippines, Bangladesh and Sri Lanka is the third, fifth and eighth highest remittancereceiving countries respectively which means immigrants workers contribution to their
country’s economic development is very significant. They also become the principal
breadwinner for their family at their home country. As Basa et al. (2011:14) has stated that
Filipina migrants thus take on multiple economic and social roles: as migrant workers, they
may be distant mothers and wives, and the source of remittances for the family at home (for
children, husbands, parents, and younger brothers and sisters); and care workers in the informal
service sector of the host community. But their economic contribution is not valued in most
cases. It is also same for Bangladesh and Sri Lanka as these two countries cultural practices in
relation to gender discrimination is more or less same.
The Filipino migrant cares workers with a median age of 29 and having 2.74 children on
average, who stay in the Philippines (Parreñas, 2003) is considered either family woman or
economic woman, but not family and economic woman. To her employer she is an economic
woman and to her family she is a family woman. It is because though employers give them
value for care services at the same time they are deprived to get the opportunity to give care to
their own children. On the other hand her economic contribution is turned down by the family
(basically by husband). Since gender inequalities occur both at home and work place. Family
balance for this global care working mother is a big challenge what was focused in Parreñas’s
study (2003) on both the Filipina migrating mother and the children she leaves behind. Thus
global female care workers face multiple problems as Stiell & England (2010:242) has stated
that the literature on the experience of paid domestic workers highlights a set of commonalities
and it tends to be characterized by oppressive material conditions, including isolation,
loneliness, powerlessness and invisibility. Even for the live-out domestic workers exploitation
is a frequent experience, imposed by long working hours, unpaid overtime, and limited time
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off.
Another most important gender inequality in delivering global care services is to undermine of
its commercialization as the market economy. Since, ‘global care chain’ could not be compatible
with ‘global commodity chain’ in the new geography of economy, although global commodity
chain and global care chain have been developed as a result of globalization and new liberal
economic advancement (Yeats, 2004:377). The main problem, however, is that global
commodity chain analysis is concerned with the sphere of market production, whereas global
care chain pertain non-market spheres. It means that though there was the commercialization
of domestic services, but it could not gain the status of formal economy as Lier and Stoke
(2006:806) has stated that one of the most characteristic effects of the globalized world
economy has been a high degree of informalisation and the brunt of this informalisation has
found place among working women in the global South. Since, while global commodity chain
analysis focuses on industrial production of ‘things’, care services entail the physical and social
(re) production of ‘beings’ and the solidary-affective bonds between them (Hochschild, 2000).
Finally, it is assumed that orthodox global commodity chain analysis is unsuited to elucidating
global integration in the care services sector due to problems relating to the focus of orthodox
economic analysis generally on market production and exchange and the focus of global
commodity chain analysis specifically on industrial production by firms, and the consequent
neglect of services and household production (Yeats, 2004:377). However, this systematic
escaping in integrating the care services into the mainstream of market economy as well as into
the global commodity chain tends to ignore the gender inequalities that are prevailing in the
household/domestic care services. As Dunnaway (2001:10) argues that “we need to re-embed
commodity chains in the everyday lives of the laborer households at every node in the chain.
We must think of the commodity chain as first and foremost an inter-connected network of
nodes at which human laborers and natural resources are (a) directly exploited and/or (b)
indirectly exploited (c) to permit surplus extraction by a few.

6. Concluding Remarks
The impact of the feminization of employment can, however, be overstated (Perrons,
2004:121). Women participation in labor market has increased, this is true, but this new
feminization of employment made the gender relation more worsen by commercialization of
care services globally over the decades. As Perrons (2004:111) has argued that in its present
form the marketization of care services is likely to both reinforce and to some extent undermine
84

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2018, 7(13): 71 - 88

gender divisions and buying childcare and domestic work may liberate some women from these
traditional responsibilities, but these tasks are generally only transferred to other women, thus
effectively leaving the gender distribution of roles unchanged. Findings shows that still the care
work is considered as feminine and informal jobs although their contribution through these
works for the both the host and home country’s economic development is undeniable.
Women caregivers are discriminated both in the workplace of the host countries and at their
home country once they return. Because their recognition as the contributor in the family is
neglected as the males are still thought to be the primary breadwinner of the families. On the
other hand state polices both at the host and home countries of these female caregivers are very
reluctant, as these jobs are still considered informal not valued equally with other formal jobs.
Thus the massive entry of women into the global labor market as care workers has not
necessarily reduced women’s subordination and segregation within society, rather has been
reinforcing and reproducing gender inequality in a transformed system of public patriarchy and
masculinity which resulted into the outburst of public private domain, formal and informal
economy, exercise of unequal power and so on. To conclude it would be suffice to say that
‘global care chain’ should not be an alternative way of discrimination for female workers, rather
policy should be taken by both the host and home country to ensure the equal rights of these
female workers by safeguarding sufficient payment, standard working hours and making the
workplace free from physical and mental torture and sexual harassment.
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Abstract

Gender equality has been on the EU Agenda since the founding years. The realization of the principle of
equal pay for equal work between man and woman is the first legal article for gender equality in the
European Union. Basically, when this article was applied it was not clear if it means only equal work or
work of equal value. Amsterdam Treaty and the new article 141, secondary law and the case study of the
European Court of Justice affirmed the thesis that not only the equal work but also the work of equal values
is covered.
The authors aim to analyze the achievement of the Member States in the area of equal pay such as the positive
case study of the European Court of Justice in advocating gender equality and non discrimination. The ECJ
judgments have supranational character and are obligatory for the EU institutions and for the Member
States, such as the legal and physical persons. This is very important for the Candidate countries in order to
implement the principle of equality and to increase the living standards of the woman in the area of
employment. The EU law and the ECJ case study in gender equality is analyzed as positive and affirmative
way in advocating human rights.

1. Introduction
This article aims to analyze the achievement of the Member States in the area of gender
equality such as the positive case study of the European Court of Justice in advocating gender
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equality and non discrimination. The ECJ judgments have supranational character and are
obligatory for the EU institutions and for the Member States, such as the legal and physical
persons. This is very important for the Candidate countries in order to implement the principle of
equality and to increase the living standards of the women in the area of employment. The EU law
and the ECJ case study in gender equality is analyzed as positive and affirmative way in advocating
human rights, equality and non-discrimination. The article is structured in three chapters and
conclusions.
The first chapter addresses the legal regulation of the gender equality in the founding
treaties of the European Union such as secondary regulations. The first binding article is article
119 regulating the equal payment between men and women, which was first amended with
Amsterdam Treaty, many years later. The authors in this chapter conclude that EU has developed
Anti-discrimination Law through the years based on the gender equality regulations since the
beginning. EU has adopted 14 legal acts from the secondary legislation, Regulations and Directives
regarding the gender equality particularly in the area of employment. The major improvement was
made in 2006 when the Recast Directive was adopted thus combining the previous legal acts in
one document.
In the second Chapter the authors analyze the case law of the European Court of Justice in
practicing the gender equality. Most cases discussed are in the area of employment regarding
gender discrimination in payment in Sabinne v. Defrenne, the including of the part time workers
in the case of Bilka, in the case of the Schroeder the ECJ interpreted that the principle of equality
is the basic human right for the EU citizens, in the case of Danfoss the principle of transparency
in payment was established. The authors in this chapter argue that ECJ played important role in
interpreting the EU legal acts regarding gender equality thus setting the legal ground for further
development of the antidiscrimination case law in the future.
In the third Chapter the authors analyze the role of the ECJ in interpreting the affirmative
action. The positive actions are regulated with the article 141 (4) from the Amsterdam Treaty and
article 2 (8) from the Directive 2002/73/EC of the European Parliament and of the Council of 23
September 2002 amending Council Directive 76/207/EEC on the implementation of the principle
of equal treatment for men and women as regards access to employment, vocational training and
promotion and working conditions. One of the most important cases regarding this question was
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the judgment in Kalanke. The Court interpreted that the positive actions aim to improve the
position of the woman in the professional life.

2. Gender Equality In EU Legal Acts
The founding of the European Union started after the Second World War when more
international organizations were created on the international scene. The European Union was first
imagined as economic union but the EU expanded its powers over the human rights also. This area
is regulated with the founding treaties and the treaties for amending the founding Treaties such as
the secondary law and the case law of the European Court of Justice.1
With the Treaties from Rome, the integrative processes in the socio-economic areas
became the universal principles for economic development of the Member States.2 The first article
on gender equality was article 119 on equal payment and improving the working conditions in
Member States. Article 119 regulates that:
Each Member State shall during the first stage ensure and subsequently maintain the application of the principle that
men and women should receive equal pay for equal work.
For the purpose of this Article, ‘pay’ means the ordinary basic or minimum wage or salary and any other consideration,
whether in cash or in kind, which the worker receives, directly or indirectly, in respect of his employment from his
employer.
Equal pay without discrimination based on sex means:
(a )that pay for the same work at piece rates shall be calculated on the basis of the same unit of measurement;
(b) that pay for work at time rates shall be the same for the same job.

This article aims to eliminate the gender discrimination and the implementation varied
from State to State. The realization of the equal pay for equal work is the first legal article
regulating the gender equality in the European Union. In the beginning of the implementation of
the article it was not clear what was covered by the article regarding the equal work or work of
equal value. When the Amsterdam Treaty was adopted the article 119 was amended so the work
of equal value was also legally covered by the Treaty.
The principle of equal pay guarantees that the payment for the work performed is not
discriminatory based on gender. The EU Member States were obligated to implement the equalpay
rules regarding the payment for equal work or work of equal value. The implementation of the

1
2

Frckovski L. (2005) International Law for Human Rights, Skopje
Bendevski, (2001) EU Law, Skopje, pp. 94-116.
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equal pay rules is obligatory for the public institutions but also applies to the contracts signed
between private parties in the Member States. Each Member State shall during the first stage ensure
and subsequently maintain the application of the principle that men and women should receive
equal pay for equal work. The payment under article 119 covers regular wages or salary or other
basic or minimum wage or salary and anyother consideration, whether in cash or kind which the
worker receives directly or indirectly, on the basis of employment from his employer.
The article 119 of the Treaty has double aim. First, the aim of article 119 is to avoid a
situation in which undertakings established in states which have actually implemented the
principle of equal pay suffer a competitive disadvantage in intra-community competition compared
with undertakings which have not yet eliminated discrimination against women workers. Second,
this provision is a part of the social objectives of the European Community, which is not only seen
as economic union, but at the same time intends to ensure social progress and improvement of the
living and working condition as emphasized in the Preamble of the Treaty.3
The ILO Convention No. 100 adopted by International Labor Organization defines the term
payment in a similar way as other international related documents. The Directive 75/117/EEC was
adopted to harmonize the equal payment rules in the Member States as a condition to improve the
working and living conditions and to achieve social justice and economic benefit.4 The main task
of this Directive is to eliminate gender discrimination regarding equal work or work of equal value
and to create a system of non-discriminatory workplaces. Even more the Member States have to
undertake effective measures to eliminate provisions in collective agreements, agreements on
wage in individual contracts of workers which are contrary to the principle of equal pay. The
Directive gave one year period for the Member States to harmonize the internal law with the
Directive and to report the European Commission.5 Furthermore, the Member States should
provide legal remedies for implementing the principle of equal pay such as to provide aware raising
instruments.
With the Treaty for Founding the European Economic Union the European Social Fund
was founded for financing the Member States in the employment area.6 In the European Economic
3

http://en.wikipedia.org/wiki/Defrenne_v_Sabena_%28No_2%29
Council Directive 75/117/EEC of 10 February 1975 on the approximation of the laws of the Member States relating
to the application of the principle of equal pay for men and women
Official Journal L 045 , 19/02/1975 P. 0019 - 0020
5
Ibid article 8
6
Hitiris T. (2003)“European Union Economics”, Person Education Limited, pp. 241-242.
4
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Act the Member States agreed that promoting of the democracy based on the respecting of Human
Rights is obligatory for all Member States and for the candidate countries. The Human Rights
articles are regulated in the Constitutions of the Member States such as in the European Convention
on Human Rights and Freedom7 and European Social Charter8. In the text the gender equality is
not particularly mentioned but the freedom, equality and realization of the social justice, improving
of the economic and social policy and functioning of the EU Institutions.
At the end of the 90 ties the Maastricht Treaty was signed and the European Union was
founded as sui generis entity on international scene. This Treaty was signed after the adopting of
the European Social Charter and before the Fifth World Conference on Women held on Beijing in
1995.9 During the drafting and signing of the Maastricht Treaty, the Member States disagreed on
important issues in the area of employment and social policy, particularly United Kingdom and
Northern Ireland10 Regarding the gender equality the Treaty contains the same article 119 on the
equal payment rules.
The biggest achievements for regulating equality and non discrimination were achieved
with the Amsterdam Treaty. This Treaty in Article 2 defines that the equality between men and
women would be one of the important goals of the Union.11
Article 2
The Community shall have as its task, by establishing a common market and an economic and monetary union and by
implementing common policies or activities referred to in Articles 3 and 4, to promote throughout the Community a
harmonious, balanced and sustainable development of economic activities, a high level of employment and of social
protection, equality between men and women, sustainable and non-inflationary growth, a high degree of
competitiveness and convergence of economic performance, a high level of protection and improvement of the quality
of the environment, the raising of the standard of living and quality of life, and economic and social cohesion and
solidarity among Member States.

Article 3 paragraph 2 sets that in all the activities referred to in this Article, the Community shall
aim to eliminate inequalities, and to promote equality, between men and women. The Treaty of
7

Instruments of the Council of Europe, (2000), Beogradski centar za ljudska prava, Beograd
Frckovski L. (2005) International Law for Human Rights, Tabernakul, Skopje, pp 227-231
9
The text of the Charter in the form of a declaration was adopted at the Strasbourg Summit of 9.12.1989 by all then
EU member states with the exception of the UK that signed it after Tony Blair's election as prime minister.
10
However, Member States have made changes in national legal systems in the field of social policy. In the EU Treaty
provisions on social issues are provided in Chapter 1 of Title VIII, Articles 117-124. The Commission has the role of
contributing to closer cooperation between Member States in order to improve the living and working conditions of
workers, as well as improving overall employment and working conditions.
11
The full title of the Treaty is as follows: Treaty to amend the Treaty on European Union, the Treaties establishing
the European Communities and a series of acts related thereto. The agreement was officially signed on 2 October 1997
and entered into force on 1.5.1999.
8
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Amsterdam includes article 13, antidiscrimination clause making legal progress in protecting
equality and non discrimination. The Community is empowered to take measures to prevent
discrimination on a completely new list of grounds. Thus, in addition to prohibiting discrimination
based on sex, Article 13 includes racial or ethnic origin, religion or belief, age, disability and sexual
orientation. The consensus on including these new bases is based on the Union's previous
experience in the fight against gender discrimination. The Member States have confirmed that
equal treatment and respect for diversity are of interest to the society as a whole in the direction of
creating an integrated approach to the prevention of discrimination.12 With these legal changes,
the European Union has one of the most developed models of non-discrimination law worldwide.
The changes have caused changes in the national laws of the Member States, so for the first time
regulating new legal grounds prohibiting discrimination.13 The achievement of a high level of
employment is an objective that should be taken into account in the preparation and
implementation of Community policies and activities. In doing so, a high level of employment will
not be achieved without reducing the unemployment rate of women, the difference in pay between
men and women, reducing gender segregation in the labor market, taking measures for
harmonizing the professional with private life, exercising more responsible functions and
increasing the number of women-owned enterprises and women-managers.
With the Amsterdam Treaty, for the first time, Article 141 (former Article 119) has been
significantly amended, in paragraph 1 extends the definition of equal pay and encompasses "the
same work or work of the same value". Paragraph 3 of the same article explicitly provides for a
legal obligation for the Council to adopt measures in order to ensure the application of the principle
of equal opportunities and equal treatment for men and women in the field of employment and
occupation.14 The article introduces a legal basis for undertaking affirmative actions in favor of
women. Thus, paragraph 4 "in order to ensure full equality in practice between men and women
in working life, the principle of equal treatment does not prevent a Member State from maintaining
or adopting measures which provide special advantages in order to facilitate the exercise of the
12

On this basis, the Equal Treatment Directive, irrespective of racial or ethnic origin, was adopted by the O.J L180 of
19 July 2000 and the Directive on Equal Treatment in Employment and Occupation O.J L303 of 2 December 2000.
13
Development of Antidiscrimination Law in Europe, (2006), Auerelija, Skopje, pp.10-14.
14
These measures are taken on the basis of Article 251 and in a co-decision procedure. On this basis, amendments to
the 1976 Directive have been made, see the Proposal for a Directive of the European Parliament and of the Council
amending Council Directive 76/207 / EEC on the application of equal treatment for men and women as regards access
to employment, vocational training and promotion COM (2000) 334.
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professional activity of the underrepresented gender, or to prevent or compensate for the
shortcomings in professional careers.
Regarding the legal changes in the article 141, women are not referred to as direct entities
for which states can implement affirmative actions, but the text mentions "the under-represented
gender," which was widely criticized. The situation was resolved by the adoption of a declaration
by the Member States clarifying that such terminology primarily concerns the improvement of the
position of women in working life. This view gives Member States the opportunity to decide
whether to implement positive actions, which means that the article do not legally obligate.
The Amsterdam Treaty promotes the obligation of the European Union to achieve gender equality
not only in the area of employment, but also in all policies and activities of the Union. The
agreement provides an opportunity for Member States to provide affirmative action not only for
access to employment, but also for other aspects of employment.
In the context of the meaning of the Amsterdam Treaty, it is important to mention that the
Charter of Fundamental Social Rights of Workers is incorporated into the content of the agreement
in the form of a protocol. Although the Charter is not binding on the Member States, its provisions
have been operationalized through the adoption of directives by the Union's institutions and
implemented by the Member States.
Article 16 of the Charter regulates the right to equal treatment of men and women, as well
as taking measures in order to ensure equality of opportunity. This emphasizes the clear
commitment in the Charter for equal treatment and equal opportunities for men and women as
well as the need for accelerated implementation of the principle of gender equality in terms of
access to employment, personal income, working conditions, social protection, vocational training
and career advancement.
The greatest achievement in the protection of human rights and freedoms within the
European Union was made with the adoption of the Charter of Fundamental Rights of the European
Union in 2000. With this, the European Union efforts to create a legal system for the protection of
human rights have become a reality, although the complex nature of the Charter remains in place.
Regarding equality, the Charter reinforces the existing Community provisions and highlights the
strain of the Union in promoting equity with an emphasis on the humanitarian rather than the
economic interest.
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The new Charter of Fundamental Rights and Freedoms in its Preamble provides that
Member States:

"Aware of the spiritual and moral wealth, the Union is founded on the indivisible, universal value of human dignity,
freedom, equality and solidarity; it is founded on the principle of democracy and the rule of law. The Union places
the individual at the heart of its activities, through European citizenship and the creation of a free, safe and fair area."

The Charter was adopted at the Nice Summit. It has declaratory nature, therefore it is not legally
binding for the Member States and does not constitute a source of hard law. Its purpose is to
summarize in one act civil, political and social rights contained in international, European and
national sources. It is a codification instrument and can be designated as Ius Commune Europaeum
in the protection of Human Rights in Europe.
The Union expresses its determination to undertake further activities in order to achieve
equality of all people in the light of social change, social progress, scientific and technological
achievements. In terms of content, the rights that are envisaged as core in the Charter are contained
in six titles: dignity, freedom, equality, solidarity, civil rights and justice, but the Charter also
provides for economic and social rights, as well as protection of the environment and protection
of consumers. 15
The Charter is a good opportunity to modernize and expand the impact of the European
Convention on Human Rights by systematizing universal rights such as the right to life and rights
specific to the European Union, such as the right to vote in European elections.16
In the Charter, in a linguistic sense, a distinction is made between rights, freedoms and
principles.17 With respect to the protection of rights, freedoms and principles, the Charter provides
for coordination between the European Court of Justice in Luxembourg and the Human Rights
Court in Strasbourg in order to avoid a possible conflict and to maintain the level of international
protection of human rights and freedoms.
15
At the time of the adoption of the Charter, legal theorists feared that it would not achieve its goal given that the
Charter provides for new rights that were not previously contained in the acqius communautaire. For example, Article
13 of the Charter: "Art and scientific research must not be limited. Academic freedom should be respected. "
16
Miller, Vaughne (2000), “Human rights in the EU: The Charter of fundamental rights “, House of Commons
Reaserch Papers 00/32, available at http: // www. parliament.uk
17
Rights are understood to mean a clear and fully defined obligation of the state for the exercise of subjective rights,
while the notion of principles is less certain, and before its implementation, measures for explanation and
implementation will have to be adopted. Vukadinovic D. R (2006) "Law of the European Union", Kragujevac, p. 137138
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Equality in the Charter is provided with a special chapter entitled "Equality", which begins
with Article 20: "Everyone is equal before the law." The next article of the Charter, equates it with
the term of prohibition of discrimination and lists the list of grounds for discrimination
Article 21 of the Charter titled Non-discrimination states: Any discrimination based on any ground such as sex, race,
color, ethnic or social origin, genetic features, language, religion or belief, political or other opinion, member of a
national minority, property, birth, disability, age or sexual orientation will be prohibited

With this article, the Charter extends the list of grounds for discrimination under anti
discrimination clause in Article 13 of the Amsterdam Treaty.
Respecting the provisions of this Agreement and within the limits of its powers, the Council, acting unanimously on
a proposal from the Commission and after consulting the European Parliament, may take appropriate measures to
combat discrimination based on sex, race, or ethnic origin, religion or persuasion, disability, age or sexual orientation.

The article is contradictory with Article 51 (2) of the Charter, which does not create new powers
or tasks for the Community or the Union, nor does it modify the powers and tasks defined in the
Treaties.
Article 23 of the Charter provides for equality between men and women to be provided in
all areas, including employment, work and salary. The principle of equality will not interfere with
the adoption and retention of the measures provided for special convenience in favor of the less
represented gender. With this, the Charter allows affirmative action to ensure a genuine equality
of opportunity between men and women, especially in the field of employment.
In the fourth chapter entitled "Solidarity", the Charter regulates economic and social rights.
For the purpose of achieving gender equality, reconciliation of the family with private life is
foreseen, the right to protection from dismissal for reasons related to motherhood and the right to
paid maternity leave and parental leave after the birth or adoption of a child.18
The adoption of the Charter of Fundamental Rights contributes to certain benefits, but also
difficulties. It is significant that despite the fact that equality is developing in the context of

18
The European women's lobby criticized the Charter for the unconscious use of sexist language, which according to
them constitutes a form of gender discrimination, as well as a failure to take into account structural issues that define
the gender hierarchy. In that sense, the Charter maintains the distinction between formal and real equality, as well as
the division between public functions and private obligations. http: // www. womanlobby. org
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employment and employment rights, the Community today understands equality in the wider
context of human right.19

3. Advocating Gender Equality Through The Case Law Of The ECJ
The gender equality articles in the EU treaties were implemented in practice with the
rulings of the European Court of Justice. European Court of Justice has decided in important cases
regarding the implementation of the equal pay principle thus advocating the gender equality. The
Court judgments have supranational character and are obligatory throughout the Union for its
institutions such as for the Member States, legal and private persons.20 Approximately half of the
discrimination cases are related on implementing the principle of equal pay for equal work or work
of equal value. The Court argued that the freedom of movement of people is one of the four
freedoms of the Internal Market and should eliminate the differences in the labor conditions
between Member States. The Court interpreted that article 119 has social but also economic aim
in the case Defrenne v. Sabenne.21
Mrs. Defrenne worked in the Belgian airline as flight attendant. She began a procedure
before the Belgian courts seeking compensation for discrimination under article 119. The National
Court in this case questioned the direct effect of the Article 119. The Court interpreted that article
119 has economic goals. The Member States have different social system schemes so the goal of
the article 119 is to implement the equal pay rules in the enterprises and to eliminate the gender
discrimination. Secondly, this article has also social goals, aiming to improve the living and
working conditions of all citizens in the Union.
This double aim of the principle equal pay, the economic and social goals confirms that the
equal pay articles are the basic of the EU law.22 The principle equal pay is core standard in the
gender equality policy in the European Union. It is among the first conditions that the applicant
country for membership should fulfill in the process of the harmonization of the internal law with

19

Christopher McCrudden, Haris Kountouros, “Human Rights and European equality law”, Working paper n. 8/2006,
p.26, the paper can be downloaded at http://papers.ssrn.com/Apstract=899682
20
Article 244 and article 256 of the Treaty for establishing the European Community and article 164 of the
EUROATOM Treaty
21
Case Defrenne v. Belgium (Defrenne I) 1971 ECR 445
22
Case 43/75, Defrenne v Sabena, 1976 ECR 455.
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the EU law. Thus, important changes were made in the internal laws of the Member States such
as in the candidate countries for membership especially when the negotiation process starts.23
When the question of the direct effect of the article 119 aroused, Great Britain and Ireland
interpreted that the article 119 does not fulfill the direct effect requirements.24The arguments on
this side were in the line with the fact that the equal pay is principle so additional measures are
necessary for its implementation. So the article does not fulfill the requirements for direct effect
such as to be clear, unconditional and not dependable on implementation on additional measures.25
In contrary, the Court interpreted that the article has direct effect in the national laws and
establishes individual rights that national courts must put in practice. Discrimination is forbidden
not only for the public parties, but also applies to all agreements signed to regulate work payment,
such as the agreements signed between individuals. Thus, article 119 has vertical and horizontal
direct effect in the national laws of the Member States.26
The fact that the article regulates the equal payment as principle does not mean that reduces
the importance of the provision, but rather indicates its fundamental value for the Member States
such as for the rights of individuals. The Court interpreted that in order to realize the principle of
legal certainty direct effect is used only in already processed cases.
The European Court of Justice also interpreted if the principle of equal pay applies to situations in
which men and women perform the same work temporarily. Mrs. Smith proceed lawsuit for gender
discrimination in payment regarding receiving 10 pounds less than maleworker who worked the
same job four months ago. National Court interpreted that national law on equal pay only restricts
the principle of equal pay for in definite employment. The European Court of Justice ruled that the
article 119 means that equal payment of men and women is applied for performing the same work
so the requirement of temporality is not adecisive factor.The principle of equal pay for equal work
is not limited to situations where men and women perform the same work for a period of time for
the same employee.27

23

Monitoring the EU Accession Process: Equal Opportunities for Women and Men, Open society institute, 2002.
Case Van Gend en Loos, Case 26/62, 1963 ECR 1. More for the direct effect of the Community law in Hartley C.
T. “The Foundations of European Community Law”, Oxford University Press, 2003, pp. 197-202.
25
Sweet S. A. (2003) “The Judical Construction of Europe”, Oxford University Press, p.15 or Blainpain R. (2003)
“European Labor Law”, Kluwer Law International, p.690.
26
Hartley C. T. (2003) “The Foundations of European Community Law“, Oxford University Press, pp. 212-223.
27
Case 129/79 Macarthys Ltd v Smith ECR 1980, 1275
24
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In the case Bilka Kaufhaus28the female worker working part time was paid less than full
time workers for the equal work. The European Court of Justice interpreted that the employer
should confirm in his defense that the employer had objective justification for different payment.
The German national court in 1984 in the preliminary question procedure asked the
European Court of Justice to rule in discrimination case. According the German law, the employer
Bilka paid additional pensions to its employees and the only condition for this benefit was the 20
year engagement in the firm of which 15 years full time work. Miss Weber left the firm after 15
years of which 12 years full time work. The management of the company refused the request of
the worker for additional pension. Miss Weber sues the company based on the claim that this plan
discriminates the female workers. In general because of the family duties the woman workers are
obligate to work part time most of the time in their professional careers. The employer in contrary
argues that this pensions systems are introduced for economic reasons, the part time workers cost
the company more compared with the full time workers. The company argues that paying the
additional pension for part time workers would increase the costs of the company.
The Court ruled that the company acted in contrary with the article 119 because the part
time workers were excluded from the pension system, when this means that more women than
men were affected by the decision. This rule is not used in cases where the company confirms that
the difference in pension system is made by objective non discriminatory factors. In that case the
employer must prove that the measures are in compliance with the goal of the employer and
principle of proportionality.
In the case Schroeder the European Court of Justice interpreted that the principle of
equality between men and women and the non discrimination principle is the basic fundamental
right for its citizens. The realization of the economic goals is equal to the realization of the social
justice and the principle of non discrimination is a basic human right.
During the eighties the European Commission proceeds against Great Britain for not
implementing the requirement for classification of the work places in compliance with the EU
equal pay rules.29 The European Court of Justice ruled that if the principle of equal payment is not
implemented in the national law, the workers must have right to appeal to the competent bodies.30

28

Case 170/84, Bilka-Kaufhaus GmbH v Karin Weber von Hartz 1986 ECR 1607.
Case 61/81, Commission v. UK 1982 ECR 2601.
30
Ibid para 9.
29
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In the case Brunhofer v. Osterreichischer Bank Postparkasse and Angesteltenbetriebsrat
der Wiener Gebietskrankenkasse31 the Court ruled that the professional qualifications and the work
performed must not be used by the employers to justify that workers are not performing the equal
work or work of equal value. The Court interpreted that professional capacities and the workers
qualities are important for payment of additional compensations. The Court interpreted that in
particular situations the professional training can be used as valid criteria in determining if the
workers perform same work. This judgment was criticized because according to the Court ruling
the personal qualifications and the training is used as objective justification for receiving bigger
salary no meter the fact that the work is performed by the workers who have lower qualifications.32
The principle of transparency in work payment and the problems during the procedures in
cases of gender discrimination can be seen in the case of Danfoss.33 The employer Danfoss paid
equal payment to workers grouped by the salary payment, such as additional compensation based
on mobility, training and experience.
The procedure was initiated by two female workers employed in the groups receiving
different salary than male workers in the same groups. Industrial Arbitration Court used the
preliminary rulings procedure before the European Court of Justice to ask for opinion in the
concrete case. The ECJ ruled that the employer was not transparent regarding the payment system
on additional compensations. The employer in the case didn’t make clear enough why the woman
workers are paid less compared with the male workers. The questions forward before the European
Court of Justice were regarding the compliance of the Directive for equal payment 75/117/EEC
with the national laws. The Court based its ruling on the Case Commission v. France34 thus
interpreting that the system of hiring workers which is not transparent is opposite of the principle
of equal approach in the employment.

31

Case C-381/99, Brunhofer v. Osterreichischer Bank Postparkasse 2001 ECR I-4961,para.78; Case C-309/97,
Angesteltenbetriebsrat der Wiener Gebietskrankenkasse 1999 ECR I-2865, para 19.
32
Ellis E. (2000) The Recent Jurisprudence of the Court of Justice in the Field of Sex equality, CML Rev. 1403, p.37.
33
Case 109/88, Handels-og Kontorfunktionaerernes Forbund I Danmark v. Dansk Arbejdsgiverforering, acting on
behalf of Danfoss 1989 ECR 3199.
34
Case 318/86, Commission v. France, 1988 ECR 3559, para.27.
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4. Positive Actions in EU Legislation
Positive actions are regulated with the EU law and the implementation is harmonized in
the Member States. Still in practice there is no compliance for the types of the legitimate measures
or for the definition of the concept of the positive actions.
The positive actions are provided in the EU law for implementing the gender equality
beginning with the Amsterdam Treaty.35 The positive actions are regulated with the article 141 (4)
from the Amsterdam treaty and article 2 (8) from the Directive 2002/73/EC of the European
Parliament and of the Council of 23 September 2002 amending Council Directive 76/207/EEC on
the implementation of the principle of equal treatment for men and women as regards access to
employment, vocational training and promotion and working conditions.36
Before adopting the Amsterdam treaty, positive actions were introduced with article 2 (4)
from the Directive for equal treatment 76/207/EC and the Recommendation of the Council
84/635/EEC for promotion for positive actions for women.37The Preamble of the Directive notifies
that the legal articles for equal treatment in the EU law are not adequate for eliminating the
differences. Thus, it is necessary additional actions to be used in the national states in the public
and private sector. The aim of the affirmative action is eliminating the prejudice for the position
of the women in the employment. With this document the Member States can implement additional
measures regarding the inequality between genders in the working sector and to promote better
balance in the area of employment. Adopting the affirmative action challenges the participation
of the women in those sectors where there are less represented, particularly in sectors important
for the future development of the society.
When Amsterdam treaty was adopted in article 141 new paragraph 4 was added regulating
that with a view to ensuring full equality in practice between men and women in working life, the
principle of equal treatment shall not prevent any Member State from maintaining or adopting
measures providing for specific advantages in order to make it easier for the underrepresented sex
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to pursue a vocational activity or to prevent or compensate for disadvantages in professional
careers.
This paragraph 4 of article 141 can be criticized for several reasons. First, the term women
is not mentioned in the paragraph but the term less represented gender. Second, the term special
beneficiaries are not concretely defined so it results in confusing situation in practice. Other
problem is that national courts enjoy discretion rights to determine the implementation of the
positive action case by case.
The Directive for the equal treatment 2002/73/EC with the new article 8 (a) obligates the
Member States to create special bodies for promotion, analyze, monitor and support for the
implementation of the equal treatment. The Member States every four year report the Commission
on the national laws, regulations and administrative acts adopted in compliance with article 141
paragraphs 4. The European Commission regarding this report adopts general report on the
comparative achievements in eliminating the discrimination of woman in the working place.
Positive actions can be used in compliance with the article 5 of the Directive 2000/43/EC
for implementing the equal treatment no meter the racial or ethnic origin and article 7 of the
Directive 2000/78/EC for the equality in employment.38 Thus Member States can adopt special
measures for eliminating the inequalities in practice and realizing the principle of equality.
European Court of Justice implemented the positive actions in the area of gender
discrimination on the work place which is understandable because the gender was the first legal
base. The Court through the case law interpreted the concept of positive action giving certain
directions for the national courts of the Member States.
The European Court of Justice was not certain if the positive action measures are bringing
to legal particularization. One of the most important cases regarding this question was the
judgment in Kalanke. The Court interpreted that the positive actions aim to improve the position
of the woman in the professional life.39
The Court interpreted that the Directive 76/207/EEC annuls the national rules that give
priority of the female workers in the sectors where there is less man then women in the current
situation. The Court interpreted that the national rule which guarantees absolutely and

38

O. J L 303 of 02/12/2000 p. 0016-0022
Barnard, D. (1998) The principle of equality in the community context: P., Grant, Kalanke and Marshall: four uneasy
bedfellows, Cambridge Law Journal, 57 (2), pp. 352-357.
39
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unconditionally priority for the female workers favorable approach for employment, promotion
and professional achievement is not in compliance with the Community law.40The Court ruled that
the existing articles for equal treatment are not enough for eliminating the inequalities in the
practice regarding the article 2 (4) of the Directive. This interpretation of the Court for the
implementation of the positive actions is not in compliance with the general meaning of the
positive actions.41
After this judgment was adopted there was period of uncertainty in implementing the
positive actions for the less represented gender in the area of employment.42The Commission
suggested amendments to the Directive 76/207/EC to further interpret the use of the quotes and
other positive actions.
Two years later the Court in the case Marshall43 took more flexible opinion for the use of
the positive actions.44 In this case the Court decided upon the national article of the German law
regulating that in the case of two candidates with the same qualifications, but different gender, the
employer should give priority to the female worker. Still, the standstill clause is used for
determining the secondary criteria for employment, such as professional qualifications and
personal characteristics of the candidate in question. Thus, this clause avoids discriminatory
practice for male workers who apply for the work. The Court interpreted that this national article
of the German law is in compliance with the Article 76/207/EEC because it gives opportunity for
objective valuation of the candidates. The judgment in Marshall gives new direction in
implementation of the positive actions because allows special treatment of the woman as less
represented gender in the area of employment.45 This restrictive approach in interpreting the
positive action is softened in the judgment Badeck.46 The Court ruled that the national law gives
priority to the female candidates who have equal qualifications with men candidates regarding the
approach of the employment, promotion and professional qualification in compliance with the EC
law. This national rules aims to insure that all qualified women are interviewed which does not
40

General Advocate Thesauro opinion in Case C-450/93, Kalanke v. Freie Hansestadt Bremen, 1995, ECR I-3051
(para 8).
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McColgan, A. (2005) Discrimination Law, Text, Cases and Materials, Oxford and Portland, p. 162.
42
Brems E., Case C-450/93, Kalanke v. Freie Hansestadt Bremen, October 17, 1995, Columbia Journal of European
Law, (1996), pp. 172-179.
43
Case C-409/95, Helmut Marshall v. Land Westfalen, 1997, ECR I-6363.
44
Barnard. C. (1998) Softening the approach to quotas: positive action after Marshall, JSWL, 20, p. 333.
45
Barnard C., EC Employment Law, Oxford, Oxford University Press, 2000, r. 249.
46
Case C-158/97, Georg Badeck and Others, interveners v.Hessische Ministerprasident and Landesanwalt beim
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mean in the same time that there are selected for the place. Thus it motivates the participation of
the women in the higher organizational structures in the companies such as representing bodies of
the trade unions, manager and revisers bodies. European Court of Justice interprets that this rules
does not create absolute and unconditional priority for the women because the candidates are
selected through the process of objective valuation of their personal qualifications.
With this judgment the European Court of Justice adopts similar ruling as with the recent
judgments but goes further in broadening the use of the positive actions. In the case Badeck, the
Court identifies the need for the flexible clause in avoiding the discrimination of the men workers.
Thus, the Court extensively defines the use of the positive actions in compliance with the equal
treatment and equal opportunities of the men and women.
After the Treaty of Amsterdam was adopted, the ruling in Abrahamson was interpreted.47
The Court ruled that the article 141 and the Directive 76/207/EEC annuls the national rules who
give the candidate of the less represented gender priority for the employment compared with the
other candidates. The importance of this case is that the European Court of Justice interprets the
paragraph 4 of the article 141 in compliance with the principle of proportionality.48In this case the
Court ruled that the men and the women candidates for the work must be equally qualified to be
selected for the job.
A modern approach in interpreting the positive actions by the European Court of Justice
was taken in the case of Lommers49exclusively based on the principle of proportionality. This
judgment changed the court practice in interpreting the positive actions if there are in compliance
with the Community law. In this case, the Minister of Denmark prescribed special places in the
kindergartens for the children of the administrative female workers and in particular cases for the
children of the administrative male workers. The justification was the fact that this measure does
not mean reserved places for employment but only for improving the working conditions and
professional progress of the female workers.
The ECJ interpreted that the measures must be consistent with the principle of
proportionality which means that the deviation from principle equal treatment of men and women
is legitimate only if is appropriate and necessary in order to achieve the desired goal. Thus, the
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European Court of Justice interpreted that the measures of the Dutch Minister subscribed are in
relation with the principle of proportionality. This exemption allows for the male workers to have
approach to the reserved places if they take care of the children. Finally in the case Briheche v
Ministre de L’Interieur, Ministre de L’education nationale and minister de la justice50 the Court
decided in the procedure of the preliminary ruling for approximation of the French law with the
Community law. The Court ruled that in this case the national rules are contrary with the
Community discrimination law. The national rules give automatically and unconditionally priority
to the candidates of particular category which is forbidden by the Treaty of Amsterdam and the
Directive 2002/73/EC.

Conclusion
The European Union has one of the best anti discriminatory law systems in the world. In
the beginning the Union established the equal pay rules for equal work or work of equal values as
the first binding legal article for gender equality. The European Court of Justice played important
role in implementing the equal pay rules in the practice. It ruled in many cases and the positive
case study was further use to broaden the antidiscrimination law with other basis for
discrimination.
European Union adopted important secondary law for implementing the gender equality in
practice. The 14 different directives were combined in the Equal Treatment Directive adopted in
2006 the so called Recast Directive. The Directive 2006/54/EC of the European Parliament and of
the Council of 5 July 2006 on the implementation of the principle of equal opportunities and equal
treatment of men and women in matters of employment and occupation unifies the previous
secondary law for gender equality.
The European Court for Justice had a restrictive approach toward using the positive actions
in practice. The Court created legal uncertainty when using the terms flexible quotes, fix quotes,
standstill clause without further explanation. New trend of the Court rulings in implementation of
the positive action measures is to use the principle of proportionality. That means that positive
actions are legitimate only if there is no alternative measure less harmful for the people that are
50
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affected. The role of the Court is restricted regarding the formal jurisdiction as implementer of the
law and not the creator of the law. Still, the ECJ played important role in advocating the gender
equality articles in practice and strengthening the legal system of the Member States regarding the
discrimination law and policy. This is confirmed through the case law regarding gender equality
through the years elaborated in the paper in the second Chapter.

REFERENCES
1. Barnard, D. The principle of equality in the community context: P., Grant, Kalanke and
Marshall: four uneasy bedfellows, Cambridge Law Journal, 57 (2), July (1998), pp. 352-357.
2. Barnard. C. Softening the approach to quotas: positive action after Marshall, JSWL, 20, (1998),
p. 333.
3. Barnard C., EC Employment Law, Oxford, Oxford University Press, 2000
4. Brems E., Case C-450/93, Kalanke v. Freie Hansestadt Bremen, October 17, 1995, Columbia
Jornal of European Law, (1996), pp. 172-179.
5. Bendevski. T (2001) EU Law, Faculty of Law, Iustinianus Primus, Skopje, pp. 94-116
5. Blainpain R. (2003) European Labor Law, Kluwer Law International
6. Council Directive 75/117/EEC of 10 February 1975 on the approximation of the laws of the
Member States relating to the application of the principle of equal pay for men and women ,
Official Journal L 045 , 19/02/1975 P. 0019 – 0020
7. Council Directive 97/80/EC of 15 December 1997 on the burden of proof in cases of
discrimination based on sex, Official Journal L 014 , 20/01/1998 P. 0006 – 0008
8. Council Directive 2000/43/EC of 29 June 2000 implementing the principle of equal treatment
between persons irrespective of racial or ethnic origin
Official Journal L 180 , 19/07/2000 P. 0022 - 0026
9. Craig P. Grainne de Burca, “EU law, Text, Cases and Materials, Oxford, Oxford University
Press, 2003
10. Christopher McCrudden, Haris Kountouros, “Human Rights and European Equality Law”,
Working paper n. 8/2006, http://papers.ssrn.com/Apstract=899682
10. Development of Antidiscrimination Law in Europe, (2006), Edition Auerelija, Skopje
10. Ellis E. The Recent Jurisprudence of the Court of Justice in the Field of Sex equality, 2000,
CML Rev. 1403
11. Frckovski L. (2005) International Law for Human Rights, Tabernakul, Skopje
11. Hartley C. T. “The Foundations of European Community Law”, Oxford University Press, 2003
12. Hitiris T. (2003)“European Union economics”, Person Education Limited
13. Instruments of the Council of Europe, (2000), Beogradski centar za ljudska prava, Beograd
14. Miller, Vaughne (2000), “Human rights in the EU: The Charter of fundamental rights “, House
of Commons Reaserch Papers 00/32, available at http: // www. parliament.uk
15. Monitoring the EU Accession Process: Equal Opportunities for Women and Men, Open
society institute, 2002.
16. McColgan, A. Discrimination law, text, cases and materials, Oxford and Portland, 2005
17. Sweet S. A. (2003) The Judicial Construction of Europe, Oxford University Press
18. Treaty for establishing the European Community and article 164 of the EUROATOM Treaty

107

Biljana Chavkoska and Viktorija Chavkoska
Advocating Gender Equality through the Case Law of the European Court of Justice

19. TREATY OF AMSTERDAM AMENDING THE TREATY ON EUROPEAN UNION, THE
TREATIES ESTABLISHING THE EUROPEAN COMMUNITIES AND RELATED ACTS,
Official Journal C 340, 10 November 1997
20. Vukadinovic D. R (2006) "Law of the European Union", Kragujevac

Case law
Case Defrenne v. Belgium (Defrenne I) 1971 ECR 445
Case Van Gend en Loos, Case 26/62, 1963 ECR 1.
Case 129/79 Macarthys Ltd v Smith ECR 1980, 1275.
Case 170/84 Bilka- Kaufhaus GmbH v Karin Weber von Hartz 1986 ECR 1607.
Case 61/81, Commission v. UK 1982 ECR 2601.
Case C-381/99, Brunhofer v. Osterreichischer Bank Postparkasse 2001 ECR I-4961,para.78; Case
C-309/97, Angesteltenbetriebsrat der Wiener Gebietskrankenkasse 1999 ECR I-2865, para 19.
Case 109/88, Handels-og Kontorfunktionaerernes Forbund I Danmark v. Danska
Arbejdsgiverforering, acting on behalf of Danfoss 1989 ECR 3199
Case 318/86, Commission v. France, 1988 ECR 3559, para.27.
Case 129/79, Macarthys Ltd. V. Smith 1980 ECR 1275, paras. 14-15.
Case C-200/91, Coloroll Pension Trustees Ltd. V. James Richard Russel 1994 ECR 1-4389, paras.
103-104.
Case 96/80, Jenkins v. Kingsgate (Clothing Productions) Ltd. 1981 ECR 911
Case C- 400/93, Rojal Copenhagen 1995 ECR 1-1275.
Case C-409/95, Helmut Marschall v. Land Westfalen, 1997, ECR I-6363.
Case C-158/97, Georg Badeck and Others, interveners v.Hessische Ministerprasident and
Landesanwalt beim Staatsgerichtshof des Landes Hessen, ECR, I-1877.
Case C-407/98, Katarina Abrahamsson and Leif Anderson v Elisabet Fogelqvist, ECR I-5539.
Case C-476/99, H. Lommers v Minister van Landbouw, Natuurbeheer en Visseri, ,2002, ECR, I2891.
Case C-319/03, Serge Briheche v Ministre de L’Interieur, Ministre de L’education nationale and
minister de la justice 2004, ECR, I-8801

108

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2018, 7(13): 109 - 120

Professional Paper
DOI : dx.doi.org/10.12803/SJSECO.71308

A CRITICAL LOOK AT THE NECESSITY OF SMALL
BUSINESSES IN NIGERIA. A THEORETICAL REVIEW∇
Ikenna Franklin Eze
Faculty of Business and Management Sciences
Cape Peninsula University of Technology, South Africa
Ephias Ruhode
Faculty of Informatics and Design
Cape Peninsula University of Technology, South Africa
Chux Gervase Iwu
Faculty of Business and Management Sciences
Cape Peninsula University of Technology, South Africa

Abstract
The significance of small businesses in any economy can no longer be ignored. As a result, it is necessary to
continually seek ways of improving their outcomes. The objective of this paper is to identify major obstacles
that hinder the growth of small and medium enterprises in Nigeria. The paper benefits from insights from
extant literature to identify four key themes namely lack of business management skills; insufficient/nonfunctional infrastructure; regulatory demands; dissatisfaction with self-management of business; and inability
to apply technology. These are discussed giving way to our concluding remarks which come in the form of an
inventory of ‘to-do’ items that need to focused on in order to arrest the continual slippery slope state of small
businesses in Nigeria. Our thesis is that nations without a vibrant small and medium enterprise ecosystem
suffer from its absence.
Keywords: small and medium enterprise, sustainability of small businesses, Nigeria, enterprise development
JEL Classification: L26, M13, M15, 033

∇
Contact: ikerossenerri@yahoo.com The author declares that he has no relevant or material financial interests that relate to
the research described in this paper. Also, the author declares that the submitted paper is his original work and that, upon publication,
nothing contained in it will not constitute an infringement of any copyright. Paper received 20.02.2018. Approved 14.04.2018. 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. The author would like to thank the reviewers of this journal for their valuable comments
and suggestions on the earlier version of this paper. The quality of this paper has greatly improved from those comments.

109

Ikenna Franklin Eze, Ephias Ruhode and Chux Gervase Iwu
A Critical Look at the Necessity of Small Businesses in Nigeria. A Theoretical Review

1. Introduction
According to the World Bank (2015), 600 million jobs are needed in the next 15 years
worldwide to absorb a growing global workforce. Consequently, small businesses have received
immense attention around the world in both developed and developing economies, due to their net
significance in employment around the world (Fierro, 2015; Buculescu, 2013). With the rate of
unemployment in Nigeria, small businesses have become stakeholders in the area of poverty
alleviation and job creation, especially when you consider their roles in terms of improving the lives
of the people and owners of businesses. Nigerian government acknoledges the importance of small
businesses in socioeconomic development by prioritising several of its programmes. Notable among
these are Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), National
Directorate of Employment (NDE), Peoples Bank of Nigeria (PBN), Microfinance Banks, National
Economic Reconstruction Fund (NERFUND), National Bank of Commerce and Industry and the
National Economic Empowerment and Development Scheme (NEEDS). Despite these efforts,
research still documents that 70% of small businesses fail in their first three years of operation in
Nigeria (Akingbolu, 2014). This is even more disturbing when one considers that 60% of businesses
in the country are on a small scale level (Okeke Ezenwafor & Femiwole, 2013) and employ 90% of
the labour force (Ahmed, 2012). Fascinatingly, Chuta (2012) observed that SMEs in Nigeria are
like fish out of water, owing to the difficulty they go through to remain ‘alive’. Several factors have
however been suggested for the sluggish pace of development of small businesses in Nigeria. Some
of these are presented in the table below.
Table1. The challenges of small businesses in Nigeria
Author
Farrington, (2012)
Okpara, (2011)
Olatunji (2013)

Etebefia
&
Akinkumi (2013)
Agwu & Emeti
(2014)
Ekpo & Bassey
(2016);
Alarape
(2014)
Shehu et al. (2013)

Factors responsible for the slow growth of small businesses
Found that many of the owners of small business in Nigeria are dissatisfied with being selfemployed which eventually leads to the failure of the business
Revealed that lack of proper management skills was a great challenge for small businesses in
Nigeria
In their study of small business in Nigeria found that lack of management skills and inability of
owners/managers to distinguish from business and personal saving and lack of basic book
keeping was challenges faced by small businesses in Nigeria
Found that funding was the main source of small business failure in Nigeria and that financial
institutions avert SME loans
In their study confirmed that multiple taxations as a major challenges or small businesses in
Nigeria
Stressed that power supply is grossly inadequate to meet the Nigerian needs which give rise to
use of small generators to power small businesses resulting in high overhead cost
Found that poor strategic planning, poor understanding of the use of technology in business, and
a lack of management skills and competencies in record keeping were the challenges faced by
small businesses in Nigeria

The factors identified above can be thematically summarised as follows:
(1)
Lack of business management skills;
(2)
Insufficient/non-functional infrastructure;
(3)
Regulatory demands;
(4)
Dissatisfaction with self management of business; and
(5)
Inability to apply technology.
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While the above factors may be overwhelming to a small business owner in a country that
struggles with general economic growth such as Nigeria, it is equally worth noting that these factors
are not unique to Nigeria.
The next section looks at the challenges faced by small business in other countries.
Challenges of small businesses in other countries
In South Africa, the challenges faced by small businesses as revealed by Fatoki (2014) are
internal factors, such as poor attitude to customers, poor management experience, poor training of
staff and lack of business planning. In fact, as a result of low level of education, most owners of
small businesses in Ghana are unable to provide sufficient management to their businesses. This
was contained in a report by Aryeetey et al (1996) who also added that little formal education
placed severe managerial burden on owner/managers of small businesses overall. Making a similar
point, Steel (1996) was of the view that owing to lack of business management skills,
owner/managers of small businesses are unable to fully take advantage of marketplace
opportunities.
In Uganda, it was found that the inability or difficulty of small businesses to secure loans
was the major challenge faced by small businesses. USE Brochure (2013) indicates that lack of
collateral from Uganda’s small businesses was the reason behind their inability to secure loans from
financial institutions. In Kenya, it was found that access to markets and marketing information is a
severe constraint to small business development. GOK (2005) points in the direction of insufficient
information and high transaction costs as reasons for low demand for products and services.
Ivory Coast faces almost similar challenges as enumerated above, but owing to stricter
regulatory environment, delapidated infrastructure, instability in the political economy and high
crime rates, small businesses are even more challenged (WBES, 2010).

2. Methodology
This paper was written with using the descriptive literature review method. The descriptive
literature review method is commonly known as a structured undertaking which locates, gathers and
appraises written works on a particular field with the intention of discovering any interpretable
patterns or trends regarding that field. This method of science is normally undertaken with the
intention to understand and possibly provide the basis for arguments about certain phenomenon in a
particular field (King & He, 2005). Basically, this method offers researchers a diverse platform to
enrich themselves and their audiences (Pare, Trudel, Jaana, & Kitsiou, 2015; Rumrill, Fitzgerald, &
Merchant, 2010; King & He, 2005). We considered this method appropriate following the
considerations of authors such as such as Grant and Booth (2009); Yang and Tate (2012); King and
He (2005); Bragge, Relander, Sunikka and Mannonen (2007) who regard the descriptive literature
review method as the authentic source for quality body of knowledge. To ensure that both our
review and analysis were trustworthy, we made use of various sources including technical reports,
published and unpublished monographs notwithstanding Podsakoff et al’s (2005) belief that true
scientific knowledge could only be found in journal articles.
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3. What really is a small business?
With a rising interest in SME’s globally, there have been many attempts to define it.
Because of the several definitions, there is no generally accepted definition for SME’s (Berisha &
Pula, 2015). Due to the imprecise definition of SME, the terms small business, small and medium
enterprise (SME) and small, medium and micro enterprises (SMME) have all been commonly used
interchangeably. Generally, SMEs are defined based on size, capital base or method of production
(Abor & Quartey, 2010:218-228). Even though there is no definitive characterisation of an SME,
researchers have so far identified with its characterisation along regional, continental and
organisational lines.

International perspective
In Malaysia, the prime minister on July 13th 2013 changed the definitions of SMEs which
took effect on the 1st of January 2014. In this case, a micro enterprise is a business with sales
turnover of less than RM 300,000 or employs less than 5 workers. It also considers a business with
sales turnover from RM 300,000 to less than RM 15million or employs from 5 to less than 75
workers (SME Corporation Malaysia, 2018).
In South Africa, small businesses are classified into four categories, namely; micro
enterprise, very small enterprise, small enterprise and medium enterprise (Smith & Watkins, 2012).
Micro enterprise refers to any company with a turnover that is less than the annual VAT
registration, which is R 150,000 and which employs not more than five people. Very small
enterprise is regarded as any enterprise which employs between six to twenty full time workers,
with annual turnover of R200, 000 to R500, 000. A small enterprise is usually any company whose
workers are less than fifty, with an annual turnover of R22million to R25million while a medium
enterprise is defined as a company having fewer than 100 to 200 workers and an annual turnover of
less than R4million tor R50, 000,000 (National Small Business Act Amendment no 26 of 2003).
In Zimbabwe, a small business is regarded as any registered company which employs not
more than 50 people and an asset not exceeding three million Zimbabwe dollars. While a medium
enterprise is regarded as an enterprise with 75-100 workers with an asset not more than 12million
Zimbabwe dollars (Chingwaru, 2014).
In Ghana, Abor and Quartey (2010) define SMEs as companies with less than 10 workers,
with assets in form of equipment, excluding vehicles and property not more than ten million
Ghanaian cedi. However, this definition could be rendered invalid because the value of assets could
depreciate over time. Abor and Quartey (2010) went ahead to classify small business in Ghana into
three groups; small enterprise as enterprise with ten to twenty-nine workers, micro enterprise as an
enterprise with less than five workers and very small enterprise as companies with only six to nine
workers.
In the United States of America, small businesses are regarded as any enterprise with less
than 250 workers depending on the industry and whose annual turnover is less than $10 million
dollars depending on the industry (United States international trade commission, 2010).
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There have been several descriptions of a small business in Nigeria, which range from
characterisations according to staff size, size of investment, annual turnover, market share and other
factors (Fatai, 2012; Ogechukwu, 2011).
The most recognised definition of SMEs in the Nigeria context is according to the Small and
Medium Enterprise Development Agency of Nigeria (SMEDAN, 2013), which define a micro
enterprise as a company with one to nine workers, whose annual turnover is less than 10 million
Naira. They went on to define small enterprise as an enterprise with ten to forty-nine staff whose
annual turnover is less than 22 million Naira. They also define medium enterprise as any company
with fifty to a hundred and ninety-nine workers and whose annual turnover is more than 50 million
Naira.
Table 2. Classification of SMEs in Nigeria
Size of enterprise

Number of employees

Annual turnover (Naira)

Micro

1-9 workers

Less than 10 million Naira

Small

10-49 workers

Less than 22 million Naira

Medium

50-199 workers

More than 50 million Naira

Source: Authors’ own configuration adapted from SMEDAN (2013)

The importance of small businesses in Nigeria
SMEs are important because they create jobs that engage low skilled workers and they
contribute towards Gross Domestic Product (GDP). With regards to job creation, SMEs on average
provide over 90% of employment in countries such as Nigeria, Malaysia and Indonesia (Ahmed,
2012). Agreeing with this point, Ahiawozi and Adade (2012) and SEDA (2012) said that given the
relatively large number of SMEs when compared to large enterprises, they contribute significantly
to the GDP of the countries in which they operate.
In Nigeria, SMEs employ over 90% of the labour force (Ahmad, 2012). Through job
creation, SMEs help to alleviate social problems that arise due to unemployment such as suicide,
crime, prostitution etc. (Madueke, 2012). Alaye-ogan (2012) is of the opinion that small businesses
help in the development of local technologies.
It is generally agreed amongst researchers (see Nxopo, 2014, Gwija, Eresia-Eke, Iwu, 2014)
and other stakeholders that small businesses bring about significant socioeconomic transformation
wherever they are situated. This is usually evident in the social amenities that are available in such
spaces. Essentially, this is testimony to the arguments of several researchers that small businesses
cannot be sustained without functional infrastructure.

Consequences of failure of small businesses in Nigeria
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Majority of the workforce in developed economies are employed by small and medium
enterprises (Ahmed, 2012). When these small businesses fail or do not do well, jobs will be lost,
owner/managers suffer financially, socially and psychologically (Ucbasaran, Shepherd, Lockett &
Lyon, 2013) leading to extreme emotional and traumatic experience (Cope, 2011; Shepherd, 2003)
for them and their families and friends. This basically means that the likelihood of a spike in social
problems such as suicide, crime, prostitution is imminent. Furthermore, the gross domestic product
(GDP) will fall causing problems such as high inflation and increase in poverty. Business failure
can further lead to a reduced income for the government in the form of taxes paid by these small
businesses and increased expenditures on crime prevention by the government (Fatoki, 2014). Small
businesses are essential for competitiveness in the marketplace. Without small businesses,
marketplace will be dominated by the large firms, and prices of goods and services would be high.
SMEs help to attract infrastructures in the community that they are situated. Social amenities such
as: road, electricity, pipe-borne water, telecommunication facilities, etc., are attracted to the area as
a result of the presence of SMEs in the community but when they die, the community do not get
these social amenities.
Furthermore, continuous failing of small businesses will discourage potential business men
or women who are thinking of starting their own businesses. At the same time it would become
more difficult to access loans from the financial institutions who will make the conditions for
accessing loans stricter for new entrepreneurs because of the uncertainty in owning a business.

Recommendations for the sustainability of small businesses in Nigeria
A qualitative study by Du and Banwo (2015) found that the support given to SMEs by the
Nigerian government was nothing when compared to the size of the sector in the economy. Fatoki,
(2014) suggests that political parties and government should create an enabling environment for
small businesses to thrive. Government regulations and tax should be minimal and reasonable
(Mahlaka, 2014). Government support for small businesses is critical, they should ensure that
owners/managers of businesses are properly trained.
Recently, research has indicated that social media can help small businesses to market their
brands which in turn will mean more sales and exposure for their business (Zafar et al, 2017).
Findings of a study on benefits of IT on small businesses conducted on more than 4000 SMEs in
five of the world’s diverse economies (USA, Germany, China, India, Brazil) found that small
businesses who were more tech-savvy outperformed small businesses using little or no tech in their
business (Ayala, 2013). Ayala also confirmed that small businesses using some form of technology
have grown their business and reduced cost and have also increased their work productivity.
Facebook has more than 2.2 billion active users as of January, 2018. This is not surprising
because social media technologies are rapidly becoming an important part of people’s lives. People
use them to read comments, share, and create content (Chen and Sakamoto, 2013). In this light,
businesses can leverage social media as a tool to market their products and services for the world to
see.
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Furthermore, in a recent report by Pew Research (2015), it was found that accessing social
network sites was one of the top five activities amongst cell phone owners in seven sub-Sahara
African countries, namely Ghana, Kenya, Nigeria, Senegal, South Africa, Uganda, and Tanzania.
More recently, Nigeria has been categorised as having the largest internet users in Africa and 8th in
the world (Eniola & Entebang, 2015). This number is anticipated to increase based on the high
mobile intake and improved internet connectivity in Africa. This has strengthened the importance of
digital marketing for small businesses as it enables them to access a wider range of audience
through mobile phones.
Social media offers tangible benefits to small businesses which include :
1) They provide a platform for constant engagement with customers (Kim, Jeong & Lee, 2010).
2) They help small businesses to scale up their business by facilitating growth (Tuten & Solomon,
2015).
3) They facilitate market access for small businesses (Kiveu & Ofafa, 2013)
4) They offer greater market accessibility and the ability to nurture strategic partnerships and
relationships with customers and suppliers (Jagongo & Kinyua, 2013).
5) They help businesses to target potential customers by age, sex, location, and whole host of other
demographics.
By ignoring social media, organisations are highly likely to experience adverse implications
such as failure to maintain constant contact with customers or suppliers.

4. Conclusion
It is becoming increasingly clear to governments and policy makers that SMEs are important
for the growth, development and reduction in poverty of the citizens of any nation. Small and
medium scale enterprises are long believed to be instruments of economic growth and development.
This has been true in developed economies as experienced from United States of America, Britain
and Germany. SMEs have contributed greatly to the employment of citizens, reduction of poverty
and crime. In recognition of the importance of small businesses, the Nigerian government created
various agencies to help these small businesses in Nigeria to succeed like their counter parts in
developed economies. In spite of the efforts by the government, most small businesses still fail
within three years of operation in Nigeria. But reports have shown that using some form of social
media will help these businesses to be visible, attract customers, interact with their potential clients,
and market their products which will help businesses to flourish and in return help reduce the
unemployment situation in Nigeria. Other panaceas have been suggested namely reduction in red
tape (over-regulation), functional infrastructure (good road networks, constant power supply), and
opportunities for self-development and training.
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Abstract
The paper provides an overview of the dynamics of savings in Swaziland for the period from 1970
to 2014. The paper tracks the growth rate of savings in response to the policy initiatives
implemented by the government of Swaziland to promote savings. Savings providers in Swaziland
are classified into two groups; the formal and informal savings providers. The formal savings
providers include the banking and non-banking sector. The formal savings sector is regulated by
the Central Bank of Swaziland and the Financial Services Regulatory Authority. The informal
savings providers include; accumulated savings and credit associations(ASCAS), rotating savings
and credit associations (ROSCAS) and village money lenders, most often referred to as ‘shylocks’.
In order to promote savings in the country, Swaziland implemented policy initiatives aimed at
improving the legal, regulatory, supervisory and rehabilitation of the infrastructure for savings
providers. Despite the reform of the savings environment in Swaziland some challenges remain.
The main challenge threatening the growth of national savings is that the formal savings providers
are mostly situated in urban areas and their products are suitable for the salaried population. A
major challenge for the informal sector is that the informal savings institutions are not regulated.
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1. Introduction
Understanding the behavior of savings in an economy is important in designing
policies that encourage savings and investment (Kudaisi, 2013). It is therefore not
surprising that most empirical macroeconomic studies focus on the behavior of savings
in various economies (Jappelli and Pagano, 1998). According to Adewuyi et al. (2010),
a sufficiently strong savings performance is an important pre-condition for achieving
economic growth, macroeconomic balance and price stability. A relatively low level of
domestic saving could limit growth and make the country much more vulnerable to
international capital shifts (Adewuyi et al. (2010).
Unlike the East Asian region, that experienced doubled savings rates in the past
three decades, the sub-Saharan African region, Latin America and the Caribbean recorded
stagnated savings rates (Loayza and Shankar, 2000). According to Chinweuba and
Sunday (2014), this has created a disparity that has made savings a policy concern,
especially in developing countries.
According to Levine (1997), mobilizing savings is important because it provides
capital for growth and development; and it is one of the key roles played by the financial
sector. The financial institutions pool savings in order to fund investment in productive
projects. Savings require forgoing current consumption for future consumption in the
hope that these spooled savings can build up to fund profitable assets, send a child to
school, cope with emergencies or protect against an income shock (Thom et al., 2014).
Despite the undisputed role of saving in the economic growth process, research
coverage on the saving in Swaziland is scant. This paper, therefore, aims to contribute to
the filling up of this gap by analyzing the dynamics of savings in Swaziland in the period
from 1970 to 2014. The study provides an overview of the savings environment in
general and it also analyses the performance of savings providers and the challenges they
face while mobilizing savings in the country. The paper also identifies policy initiatives
implemented by the government of Swaziland in promoting savings. The rest of the paper
is organized as follows: Section 2 outlines an overview of the savings environment in
Swaziland. The trend analysis of savings in Swaziland is discussed in Section 3. Section
4 outlines the policy reforms associated with savings promotion in Swaziland and the last
section concludes the study.

2. An Overview of Savings Providers in Swaziland
The providers of savings in Swaziland are classified into two groups; the formal
and informal savings institutions. The formal savings providers comprise mainly of the
banking sector and non-bank financial institutions; and are going to be discussed in detail
in Sections 2.1 and 2.2. The informal savings providers are primarily informal
organizations offering saving products to the public; and these are discussed in Section
2.3.
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2.1. Performance of the Banking sector in Swaziland
The structure and performance of the Swaziland banking sector is illustrated in Figure 1.
Figure 1: Swaziland’s Financial Sector Structure and Performance (2014)

Source: Central Bank of Swaziland (2014); International Monetary Fund Country Report (2015)

The structure of Swaziland’s financial sector presented in Figure 1 shows the
predominant role played by commercial banks (46%) and the retirement funds (31%).
The remainder of the financial sector is largely accounted for by the collective investment
schemes and the insurance market. Figure 2 shows the trends of the prime lending rates
and deposit rates offered by Swaziland banks.
Figure 2: Trends in Prime Lending and Bank Deposits Rates in Swaziland (1985-2013)
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Figure 2, shows that Swaziland commercial banks constantly offer interest rates on
deposits that are much lower than the prime lending rates.
Savings products mostly offered by Swaziland commercial banks are demand
deposits, savings deposits and time deposits (Central Bank of Swaziland, 2012). The
performance of these savings products as a percentage of total bank deposits is presented
in Figure 3:
Figure 3: Savings Products Offered by Banks in Swaziland (% of total
deposits) 1990 -2014
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Figure 3 shows that total savings held in Swazi commercial banks are dominated
by time deposits1 which account for over 50% each year as a percentage of total deposits
(Central Bank of Swaziland, 2014). However, though time deposits are the dominant
savings product offered by banks in Swaziland, Figure 3 also shows that in the period
between the 1990’s and beyond 2000, this product has declined on average from 58.79%
in the 1990’s to 52.27% in the years post 2000. The decline in time deposits is attributed
to the fall in the deposit interest rates in Swaziland from an average of 10.67% in the
1990’s to 5.61% in the period beyond 2000 (Central bank of Swaziland, 2015). Demand
deposits and savings deposits have grown on average from 22.62% and 18.30% in the
1990’s to 28.75% and 18.97% respectively in the years after 2000 (Central Bank of
Swaziland, 2014).
According to the IMF (2015) country report, commercial banks in Swaziland
should ensure that they charge their depositors a fair real interest rate in order to sustain
their deposit/savings mobilization levels.
2.2. Performance of the Non-Banking Sector in Swaziland
The non-banking sector in Swaziland is mostly dominated by contractual savings
institutions which comprise of the pension funds and the insurance market. Other nonbank financial institutions present in Swaziland are: savings and credit cooperatives and
1

Time deposits in Swaziland are interest bearing bank deposit accounts that have a specified date of
maturity. They are most often referred to as ‘fixed term accounts’. The depositor can make a withdrawal
by giving the bank a notice.
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collective investment schemes. According to the IMF (2014; p5) country report, non-bank
financial institutions (NBFI) in Swaziland account for about 45% of the formal financial
sector in terms of assets. Each one of the NBFIs is discussed in detail as follows:
i)

The Pension and Provident Funds

The Swaziland National Provident Fund (SNPF) is a compulsory life assurance
scheme for the private sector employees and it was established under the Swaziland
National Provident Fund Act of 1962. A large share of SNPF assets is invested in real
estate in Swaziland. SNPF assets accounts for about 9% of total assets in the financial
sector (Financial Services Regulatory Authority, 2014).
However, a large part of this sector is the many smaller pension and provident
funds based in South Africa which was estimated at around E600 million in 1995 (IMF,
1996). These other retirement funds account for about 23% of total assets of the financial
institutions (Central Bank of Swaziland, 2014).
As a group, these contractual savings institutions are the fastest growing and most
dynamic component of the formal financial sector. In future, these institutions will soon
surpass the commercial banks in terms of total assets managed (Financial Services
Regulatory Authority, 2013). According to Fin Mark Trust (2011), retirement fund
savings in Swaziland generally require employment and regular income contributions and
are largely used by the formally employed citizens.
ii)

Insurance Business in Swaziland

The insurance business in Swaziland has mainly been conducted through the
Swaziland Royal Insurance Corporation (SRIC) which was established under the
Swaziland Royal Insurance Corporation Order (1973). The SRIC also manages a small
amount of pension and provident fund business, and it also issues life insurance policies
(FSRA, 2013). Excess funds collected by the SRIC are largely invested in Swaziland and
a smaller part is invested in the South African market (Central Bank of Swaziland, 2013).
The insurance business in Swaziland is currently regulated by the Financial
Services Regulatory Authority (FSRA), which was established by the FSRA Act, of 2010
as an integrated regulator with the mandate to license, regulate and supervise the activities
of all non-bank financial institutions in Swaziland. The industry offers both the long-term
and short-term insurance to Swazis (Central Bank of Swaziland, 2014).
According to a study conducted by Thom et al. (2014), insurance uptake in
Swaziland is fairly high among the employed population (64% of the civil servants and
35% of company employees). Only about 5% of the employed population has insurance
with burial societies. The study further revealed that Swazi people have instead found
other ways to cope with the impact of risks, such as saving or borrowing. The study found
that about 16% of savers in Swaziland save towards medical expenses and about 22% of
those who save do so to allow for non-medical emergencies (Thom et. al. 2014).
iii)

Savings and Credit Cooperatives (SACCOs)

Cooperatives in Swaziland started in 1964 when the first cooperative
proclamation was introduced, during the colonial regime. The main objective for
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encouraging cooperatives in Swaziland was to promote rural development for indigenous
Swazi farmers (Central Bank of Swaziland, 1996). After the establishment of FSRA
under the FSRA Act of 2010, SACCOs in Swaziland are now regulated and supervised
by the Authority (FSRA, 2013).
Cooperative societies in Swaziland are empowered by law to undertake deposittaking activities. About 7% of national deposits come from SACCOs and 8.3% of the
Swazi population participates in savings and credit cooperatives (Central Bank of
Swaziland, 2014). This sector has been growing rapidly over the years from 14 registered
SACCOs in 1968 to 67 SACCOs by March 2013 (FSRA, 2013). Prosperous SACCOs in
Swaziland are mainly those run by employed members who have regular monthly
income. Such SACCOs include among others those formed by; Police, Army, Prison
Services, Town Councils, Teachers, etc. This limitation to employed members constrains
future growth, as employment is limited in Swaziland (Thom et al, 2014). Most of the
rural cooperative that were formed for self-employed and mostly farming communities
have failed, because of lack of regular income flows to the members, (Fin Mark Trust,
2003).
Cooperatives in Swaziland have improved the quality of life of its members by
providing them access to quality products and services such as; providing better education
for their children, access to affordable loans, construction of modern houses and fostering
the entrepreneurship spirit (Thom et. al. 2014).
iv)

Collective Investment Schemes

Licensed collective investment scheme managers currently operating in
Swaziland consists of six companies. Figure 1 shows that collective investment schemes
account for about 4% of total financial sector assets (IMF, 2014).
v)

Alternative Savings Distribution Channels in Swaziland

The distribution of savings products and services to low-income and rural
population is the main challenging factor facing the formal savings providers in
Swaziland (Central Bank of Swaziland, 2012). The traditional provision of savings
products through bank branches and agents with trained staff is expensive and can seldom
be justified to viably serve the low income clientele in the rural areas (Thom et. al. 2014).
Further, the transport costs and the inconvenience to access urban savings centers often
places the formal savings services outside the reach of many low income people (Fin
Mark Trust 2011). The formal institutional layout of the formal financial institutions also
provides barriers to savers who feel intimidated and uncomfortable to transact in an
environment that is foreign to them. To overcome this distributional challenge of
mobilizing savings, the country has allowed alternative distribution channels which
include among others; MTN mobile network operator, the Post Office and retailers (Thom
et al, 2014). Each one of the alternative savings distribution channels is discussed in detail
in the following paragraphs:
i)

Mobile Network Operator (MTN)

Mobile phones in Swaziland are a convenient low cost method to transact and
save money. Using mobile phones to access formal savings products and services is
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convenient and reduces transport costs that would have been incurred in order to access
most financial services. Storing and sending money through mobile phone linked
accounts is also safer than using the informal methods as it removes the easy access to
the physical funds and it is possible to do so privately. Mobile phone accounts further
offer privacy from others, allowing funds to be built up anonymously without the pressure
to lend to relatives or friends in need, with often little hope of getting repaid (MTN, 2013).
According to the Fin Mark Trust (2011) study, there is a high mobile phone
penetration in Swaziland. More than 80% of Swazi people own a mobile phone. A study
conducted by MTN Swaziland in 2013 found that 800,000 mobile phone accounts have
been opened in Swaziland (MTN, 2013). This implies that significantly more Swazi
people own a mobile phone than they have a bank account with the formal banking
institutions.
With MTN Swaziland, the only mobile network operator in Swaziland, users only
need to register for one type of account to send or receive from any Swazi with a mobile
phone. This therefore, facilitates a particular convenient cash in and cash out
functionality (Thom et al, 2014). According to the Central Bank of Swaziland (2013)
annual report, MTN currently has 422 registered agents, 130 of which are currently active.
This means that the distribution infrastructure for MTN is larger than any other financial
services provider in Swaziland. Figure 4 shows the relative distribution of MTN’s active
agents between the rural and urban areas in Swaziland in 2013.
Figure 4: The Distribution of MTN Mobile Money Agents in Swaziland (2013)

41%
Urban Areas
Rural Areas
59%

Source: Central Bank of Swaziland (2013)

Figure 4 shows that the majority of the active agents are situated in urban areas,
although a significant proportion of agents are situated in the rural areas; hence the MTN
mobile money has a greater rural area reach than other distributional channels.
The MTN mobile money service charges no interest on deposit fees, which make
it attractive for low value frequent saving (Central Bank of Swaziland, 2014). Due to the
low costs and wide distribution associated with mobile money, the service would also be
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a viable vehicle for the alternative distribution of insurance products as premiums can be
paid at a low cost and there are no travel expenses incurred by the subscribers. MTN has
already started to partner with insurance companies to offer this option, but the service
has not yet been implemented (Thom et al, 2013).
ii)

The Swazi Post Office

Swazi Post, which is part of Swaziland Post and Telecommunication Corporation
(SPTC), is a parastatal that operates Swaziland’s post offices and fixed line providers.
SPTC currently has 31 operating post offices in the country, through which it offers
money transfers (financial services) both domestically and across the border, with other
post offices in the region (SPTC, 2013). The financial services include postal orders,
money orders, bill payments2and school fees (SERA3, 2013). The distribution footprint
places SPTC in a strong position to offer financial services. However, expansion of the
financial service strategies in the short run appears unlikely, given the current
uncertainties about the future configuration of the company (SPTC, 2014).
2.3. Performance of the Informal Savings Providers in Swaziland
The informal savings providers offering financial savings in Swaziland are
savings groups, which include amongst others; accumulating savings and credit
associations (ASCAS) and Rotating Savings and Credit Associations (ROSCAs) often
called ‘stokvels’; and informal village money lenders, mostly referred to as ‘shylocks’ in
Swaziland (Central Bank of Swaziland, 2012). The informal savings groups accept
deposits and also offer credit to both members and non-members. Some of these informal
credits organizations have developed into more formalized cooperatives and are
reasonably large and operating with excess funds (IMF, 1996).
A majority of these savings groups are women’s clubs that provide financial
support for women in the same way as the ROSCAs. In Swaziland, married women are
legally disadvantaged within the banking system; as the country adopted the Roman
Dutch Law of South Africa which treats married women as legal minors (IMF, 2014).
Unable to be sued in a court of law (as legal minor), married women cannot undertake
many basic financial activities without the consent of the husbands, including opening a
bank account and taking a loan. Although the application of this discriminatory practice
is not uniform, it places impediments on the development of an important group of
entrepreneurs in the Swazi society (IMF, 1996).
A major challenge for the informal savings providers is the lack of a formal
regulatory authority for these groups (IMF, 2014). Abuse of member funds in informal
savings groups is eminent (IMF, 2014). The lack of a formal identity for these savings
groups means that members have little opportunity for formal recourse if member funds
are mismanaged or misappropriated. These groups would not be able to report any
information to a regulator, but registration alone may offer members some protection
(Thom et al, 2014). Creating a formal regulatory provision for such groups may therefore
2
Such as electricity for Swaziland Electricity Company (SEC), airtime for MTN, water bills for
Swaziland Water Corporations Services (SWCS), TV licence for the Swaziland Television Authority
(STVA) and telephone bills for Swazi Telecom.
3
SERA stands for Swaziland Energy Regulatory Authority
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help to improve trust in these organizations as members would have access to appropriate
recourse mechanisms if required.

3. Policy Initiatives for Promoting Savings in Swaziland
Policy reforms aimed at promoting savings in the Kingdom of Swaziland have
focused on improving the legal, regulatory, supervisory and rehabilitation of the
infrastructure for savings providers. Some of the policy initiatives aimed at promoting
savings mobilization are discussed in the following paragraphs:
i)

The Insurance Act, 2005

Since 1973, the Swaziland Royal Insurance Corporation (SRIC) has been the only
official provider of insurance in Swaziland. The Insurance Act of 2005 removed the
official monopoly in the insurance industry which had existed for 32 years. The
liberalization of the insurance industry triggered significant entry of insurance providers
into the market (Central Bank of Swaziland, 2014). By 2014, the total number of insurers
that had entered the insurance industry was ten (FSRA, 2014). This includes six longterm insurers, three short-term insurers and one composite insurer (SRIC). All the insurers
are majority foreign owned. SRIC is the dominant player on the short-term insurance
products (FSRA, 2013). In the long-term insurance market, the other insurers have gained
market share, reducing SRIC’s market share to 36% of gross premiums by 2012 (FSRA,
2014).
ii)

Retirement Act of 2005

In 2005, concurrent to the establishment of the Insurance Act of 2005, the
government of the Kingdom of Swaziland also passed the retirement funds Act of 2005,
which applies only to private retirement funds (Central Bank of Swaziland, 2013). The
reason why the insurance and retirement Acts were established at the same time is because
the registrar appointed in terms of the Insurance Act, 2005 also acts as registrar for
retirement funds in Swaziland (Central Bank of Swaziland, 2006). There is an obligation
for retirement funds operating in Swaziland to invest 30% of assets within Swaziland and
in compliance of the schedules of approved local and international assets types and
corresponding maximum exposure (Central Bank of Swaziland, 20005). However,
because of the illiquid nature of securities exchange in Swaziland, the retirement funds
would likely place more emphasis on foreign securities, local bonds, and bank
investments. Therefore the obligation of investing 30% in Swaziland would hold true if
a local investment proportion is invested with a bank and then intermediated in the foreign
market, then it would still be considered as having been invested in Swaziland since the
funds become co-mingled in the balance sheet of the local bank (Thom et al, 2014).
iii)

The FSRA Act of 2010

In 2010, the government of Swaziland established the Financial Services
Regulatory Authority (FSRA) under the FSRA Act, of 2010 (Central Bank of Swaziland,
2012). FSRA is a supervisory authority of all non-bank financial institutions in
Swaziland. The Authority was established in order to promote savings mobilization by
non-bank financial institutions and ensuring that they are supervised and regulated
accordingly. The objective of the FSRA Act is to foster the stability, fairness and
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soundness of Swaziland’s financial services industry by means of regulation and
prudential supervision by an independent authority (FSRA, 2013). According to the
FSRA (2010) Act, the ambit of the act is limited to the following specific types of nonbank financial institutions: central securities depository; collective investment schemes;
credit bureau; dealers; fund administrators; insurance agents and brokers; insurers;
investment advisors; pawn brokers; medical aid schemes providers; SACCOs and
retirement funds such as pension and provident funds.
iv)

SACCOs Regulations, 2013

Ever since the FSRA Act of 2010 divorced SACCOs from Co-operatives in 2010,
there was no legislative framework for SACCOs in Swaziland. A set of SACCOs
regulations in similar form to an enactment was published by the Minister in terms of
delegated authority contained in section 89 of the FSRA Act of 2010 (FSRA, 2013).
The prudential and supervisory provisions of SACCO regulations are more structured
than those of cooperatives and are more keen to banking supervision (FSRA, 2013).
SACCOs, when compared to cooperatives, have become the credit providers of choice.
Therefore, the IMF has raised their concern that SACCOs must at least be supervised by
the Central Bank of Swaziland (Basdevant et al. 2012).

4. The Trend Analysis of Savings in Swaziland
The trend analysis of savings in the country is analyzed by examining the savings
trend with macroeconomic indicators such as the gross domestic investment, the growth
rate of GDP and public and private saving.
4.1. Gross Domestic Savings and Gross Domestic Investment in Swaziland
Gross domestic savings (GDS) as defined by the Word Bank (2015) is calculated
as GDP less final consumption expenditure. These national savings are therefore domestic
resources that feed in the monetary system as sources of funds to finance investment
(Shiimi and Kadhikwa, 1999). In Swaziland, GDS is calculated by deducting private
consumption and public consumption from the real gross domestic product. Domestic
savings in Swaziland comprise of private savings (which include household saving and
business savings) and public savings (generally known as government savings).
Gross domestic investment, proxied by gross fixed capital formation (GFCF), on
the other hand, measures the investment performance of a country. It consists of outlays
on additions to the fixed assets of the economy plus net changes in the level of inventories
(Word Bank, 2015). In the Swazi national accounts, domestic investment consists of two
elements: the fixed investment and the inventory investment. Both elements of investment
are important in explaining the effects of domestic investment on aggregate demand in
the economy. However, when the effect of domestic investment on economic growth is
considered, fixed capital investment is more appropriate to use (Shiimi and Kadhikwa,
1999). It is on these grounds that the current study also uses gross fixed capital formation
to measure domestic investment in Swaziland. The trends of gross domestic saving and
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gross domestic investment as a percentage of GDP in Swaziland are presented in Figure
5.
Figure 5: Gross Domestic Savings and Gross Capital Formation in Swaziland (% of GDP)
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Figure 5 shows that the growth rate of gross domestic savings (GDS) as a
percentage of gross domestic product (GDP) in Swaziland has been declining in the
period from 1970 to 2014; and most of the time it has been below the growth rate of
domestic investment.
Gross domestic savings as a percentage of GDP averaged 29.48% in the 1970’s
and dropped sharply to an average of 3.74% in the 1980’s (Central Bank of Swaziland,
1990). This decline was largely a result of a decline in the savings by the government of
Swaziland, contrary to the savings rate in this period, the gross fixed capital investment
as a percentage of GDP rose from an average of 26.67 % in the 70’s to an average of
27.19 in the 80’s (IMF, 2014). This was largely due to the sudden increase in foreign
direct investment (FDI) in Swaziland in the 1980’s, which was triggered by the unstable
political situations in neighboring countries; South Africa and Mozambique (Central
Bank of Swaziland, 1982). To foreign investors, it looked like Swaziland was an optimal
country to undertake their business activities. This was also a period characterized by
low levels of unemployment in Swaziland due to the absorption capacity of FDI at that
time (World Bank, 1996).
In the 1990’s the GDS declined further to an average of 2%. This was largely due
to the drought that hit the Sub-Saharan African region in the 1990’s. The drought also
impacted negatively on agricultural production in the country as it fell by about 10% of
GDP in the 1990’s (Central Bank of Swaziland, 1995). Of note also in this period is the
slowdown in the manufacturing sector’s production as investors disinvested from
Swaziland in favor of the South African market where there were improvements in that
country’s political situation. The slowdown in economic activity in Swaziland in this
period, resulted in the country experiencing an increase in the level of unemployment,
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which increased by an average of 3.6% per annum for formal employment in 1991 (World
Bank, 1996).
In the period 2000 to 2009, domestic savings in Swaziland improved and recorded
on average 8.8%. This increase was a result of high transfers from the Southern African
Customs Union (SACU). This increase was also experienced in all the other member
countries of SACU during this period (Central Bank of Swaziland, 2008). Domestic
investment, as measured by the gross fixed capital formation, however recorded a
downward trajectory averaging 15.78% in this period when compared to the 1990’s where
it averaged 17.19% as shown in Figure 4.4. In 2001, the country experienced a collapse
to its rule of law. The lack of independence in the judiciary system created a state of
uncertainty to investors who wanted to start businesses in Swaziland. This problem
exacerbated the decline in economic growth in the country as it dropped to an average of
2.33% in this period (as shown in figure 4.5) when compared to an average of 4.88% in
the 1990’s (Central Bank of Swaziland, 2003).
Gross domestic savings, however, deteriorated substantially to a low average of
0.7% in the period 2010 to 2014. Such low savings rates were also experienced in other
Sub- Saharan African countries such as Namibia during this period. A major challenging
issue that faced most African countries, especially the smaller members of the Common
Monetary Area (CMA)4, which have resulted in the low savings rates in this period, is the
excessive liquidity in the banking sectors of these countries. This is exacerbated by the
fact that economic expansion in the real sectors of these countries is unable to tap into
these excess resources (Ogbokor and Musilika, 2014).

4.2. Gross Domestic Savings and the Growth Rate of Gross Domestic Product
The drought that hit the Southern African countries in the 1990’s, Swaziland
included, impacted negatively on the economic growth performance of these countries
(Central Bank of Swaziland, 1995). The trends of the growth rate of GDP and gross
domestic savings is presented in Figure 6.

4

Members of the Common Monetary Area are South Africa, Swaziland, Namibia and Lesotho.
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Figure 6: Gross Domestic Savings and Real Economic Growth Rate in Swaziland 1970 to 2014
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Figure 6 shows that the average annual real economic growth rate dropped from
8.6% in the 1980’s to less than 5% in the 1990s as a result of the drought (Central Bank
of Swaziland, 1995).
In 2011, the Swaziland government was hit hard by a fiscal crisis that resulted in
a sharp reduction in SACU revenue in 2011/12. The situation was exacerbated by the
government’s inability to raise funds domestically and externally. As a result, government
cash-flow problems resulted in reduced spending (mainly on capital projects) and
accumulation of payment arrears to private sector suppliers (Central Bank of Swaziland,
2011). These developments in turn compromised service delivery, national savings and
dampened growth prospects in most sectors of the economy, particularly the secondary
and tertiary sectors (Central Bank of Swaziland, 2012).
Another factor that contributed to the low savings and growth in the period 2010
-2014 was the general slowdown in global economic activity experienced in 2012. The
Eurozone crises affected the country in two ways: firstly, directly through Swaziland‘s
trade links with the European Union (EU) and secondly, indirectly through South Africa’s
trade links with the EU. The poor performance in the EU and South African markets,
which collectively consumes about 70% Swaziland exports, translated to a slower
performance in the domestic economy (International Monetary Fund, 2014). From the
domestic front, the economy of Swaziland endured the second round effects of the fiscal
crisis which was evident not only to the government sector but also in other sectors which
are directly or indirectly linked with the government sector5 (Central Bank of Swaziland,
2013).
The slowdown in real output growth in this period was also a result of a decrease
in global demand for iron ore which led to falling prices for this mineral (IMF, 2015).
The plunge in international iron ore prices led to the sudden closure of the only iron ore
5

These include inter alia; commerce, construction and financial intermediaries.

133

2014

2012

2010

2008

2006

2004

2002

2000

1998

1996

1994

1992

1990

1988

1986

1984

1982

1980

1978

1976

1974

1972

-10

1970

0

Bongile P. Simelane and N.M. Odhiambo
The Dynamics of Savings in Swaziland

production mine in Swaziland in the last quarter of 2014. The closure affected both the
mining and services sectors of the economy, notably the transport sector, which was one
of the key beneficiary sectors of the iron ore production (Central Bank of Swaziland,
2015).
4.3. The Saving – Investment Gap
The saving-investment gap which basically shows the extent to which domestic
investment is being financed by saving in Swaziland is shown in Figure 7.
Figure 7: Gross Domestic Savings, Gross Capital Formation and the Current Account in Swaziland
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It shows that in Swaziland, over the period 1970 to 2014, investment consistently
outperformed savings except in the periods between 1970 and 1976. This means that
during this period, the country generated sufficient domestic savings to finance domestic
investment (Central Bank of Swaziland, 1980).
According to Shiimi and Kadhikwa (1999), a balance between domestic savings
and investment in an economy usually reflects the foreign saving position of that
economy. Thus, if a country experiences excess saving over investment, then that would
lead to foreign lending which is reflected by an outflow of capital to neighboring countries
like South Africa. On the other hand if there is a deficiency in a country’s savings over
investment, then that would lead to an import of capital through foreign borrowing.
Developing countries like Swaziland save less than they invest. Figure 7 also shows that
in the period 1977 to 2014, where savings are less than investment, and this is largely
because of the low initial income levels. This therefore results in persistent current
account deficits in such economies (Adom and Elbahnasawy, 2014).
The ratio of gross domestic savings to GDP averaged 34.4% in the period 1970 to
1976, while the ratio of investment to GDP averaged 21.3% in the same period. This
implied a positive saving – investment gap in Swaziland in that period. In that period the
external current account registered an average overall surplus of about 15.03 % of GDP
(World Bank, 1980). The key driver of domestic investment in that period was the sudden
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increase in foreign direct investment (FDI) in Swaziland in the late 70’s which was
triggered by the unstable political situations in neighboring countries; South Africa and
Mozambique. During this period the Swaziland government experienced significant
surpluses in its budget and current account, as illustrated in Figure 7 (Central Bank of
Swaziland, 1982).
In the period from 1977 to 2014 Swaziland experienced current account deficits
which averaged around -4%. This is the period where the country had a negative savingsinvestment gap as the savings rates were below the investment rates (World Bank, 2015),
as shown in figure 4.6. This implies that Swaziland in this period sought foreign
investment in order to supplement its internally generated savings to finance its domestic
investment. The current account deficits in this period could be attributed to imbalances
in government’s budget (Central Bank of Swaziland, 2014).
It is worth noting that the low savings rates and large savings-investment gaps in
developing countries, like Swaziland, could have been the result of the fact that from
attaining independence until the beginning of the 21st Century, these countries relied
heavily on overseas development aid (ODA) to fund the bulk of investment that was
needed to boost economic growth. Consequently, the heavy reliance on ODA resulted in
these countries neglecting their domestic and regional financial markets as sources of
funds and as a such private savings, especially household savings suffered a lot since
there were no viable policies implemented to promote them (Adom and Elbahnasawy,
2014). The heavy reliance on ODA could explain the declining trend of the GDS for
Swaziland shown in Figure 7.
One last factor that could also explain the low savings rates and huge savinginvestment gaps in developing countries, like Swaziland, is that generally a large
proportion of domestic savings in African households is held in a form of non-financial
assets. This factor compounds the other existing factors affecting savings mobilization in
developing countries in that it drastically reduces the pool of resources available through
the financial capital market (Aryeetey and Udry, 2000).
Against the short fall in saving and investment, the only way out for Swaziland is
to attract foreign capital. Ever since the establishment of the Swaziland Investment
Promotion Authority (SIPA)6 in 1998, FDI to Swaziland has improved and the savinginvestment gap since then has narrowed, implying that foreign saving is effective in
financing domestic investment. Although the gap has narrowed ever since SIPA’s
establishment, there is still a need to design policies to promote domestic saving in
Swaziland and to attract more foreign investment (IMF, 2015).
4.4. Public and Private Savings in Swaziland
Gross domestic savings in Swaziland comprise of private savings (which include
household saving and business/corporate savings) and public savings (generally known
as government savings). Public savings generally indicates how much government is
6

SIPA is a gateway to investing in Swaziland. The authority offers the following services to foreign
investors: Facilitates company registration and business licences, It provides investor facilitation and
aftercare services, facilitates work permits and visas for investors and it also provides a one stop shop
information and support facility for businesses.

135

Bongile P. Simelane and N.M. Odhiambo
The Dynamics of Savings in Swaziland

savings. This implies that public saving equals to the difference between government
current revenue collected from taxes (T) and government expenditure (G). When
government revenue in a form of taxes exceeds government expenditure then the
economy is said to be running a budget surplus. On the other hand, when government
spending exceeds government revenue, then that government is said to be running a
budget deficit and it is dis-saving.
Private savings generally show how much the people who reside within an
economy are saving. The private savings is therefore what is left after the people residing
in that economy have paid taxes and consumed goods. In Swaziland, private savings
comprise of personal / household savings and corporate savings (Central Bank of
Swaziland, 2013). The national accounts of Swaziland, just like in Namibia, lumps
together these components of private saving, but it is generally known that personal
savings are quite stable and trend consistently when compared to the volatile trend of
corporate savings.
Private savings in Swaziland mostly come from contractual savings institutions.
Contractual savings in Swaziland comprises of individual savings from pension funds,
provident funds and insurance policy premiums (Central Bank of Swaziland, 2014).
Figure 8 presents trends in public and private savings in Swaziland during the period from
1980 to 2014.
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Figure 8 shows that in the period from 1980 to 1987, general government savings
averaged around -1.28 % of GDP and it was dis-saving. Coincidentally, during this period
private savings also recorded low levels of savings which averaged around -1.10 percent
of GDP. However, in the late 1980’s in the period from 1988 to 1992, general government
savings improved to an average of 3.65 percent and private savings also recorded an
impressive average of 9.44 percent of GDP (Central Bank of Swaziland, 1990). The
overall gross domestic savings in this period also recorded the highest average savings of
13.08% and the GDP real growth rate in that period averaged around 4% (Central Bank
of Swaziland, 1990).
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In the late 1980’s Swaziland experienced rapid industrialization which was
coupled with substantial economic growth performance. This was a result of the upswing
in foreign direct investment (FDI) which started in the early 1980’s. Most FDIs disinvested from South Africa because of the political unrest and established their
investments in Swaziland (Central Bank of Swaziland, 1995). That is why in this period
the country economic performance was most outstanding.
In the period from 1992 to 1996, Swaziland experienced significant economic
challenges such as drought, decline in international commodity prices especially, oil
prices and the effects of HIV/AIDs which drained most of the country’s revenue (Central
Bank of Swaziland, 1997). Public savings declined from an average of 3.65% in the late
1980’s to an average of -2.14 percent in the early 1990’s (Central Bank of Swaziland,
1999). Private savings also declined from an average of 9.44 percent in the 1980’s to 3.37
percent in the 1990’s. In 1994, South Africa had its first successful democratic elections,
which attracted foreign direct investment inflows to South Africa. This resulted in most
FDIs that had invested in Swaziland opting to disinvest from the country in favor of the
South African markets (Central Bank of Swaziland, 1997). The slowdown in economic
performance in this period weakened the country’s fiscal position such that country
mostly experienced fiscal deficits which resulted in the decline in public savings (Central
Bank of Swaziland, 1999).
In the period from 2000 to 2014, public savings as a percentage of GDP averaged
around -2.3%. Private savings on the hand has improved from an average of 3.37% to
7.6% (IMF, 2015). This period has mainly recorded fiscal deficits. Government
expenditure was mostly dominated by recurrent expenditure which comprises of civil
servants remunerations. The persistent rise in personnel expenditure has resulted in fewer
resources being channeled to capital projects. The IMF (2015) has therefore
recommended the need to stress the importance of fiscal prudence and the need for
government expenditure to closely tally with budgeted revenues for Swaziland, to ensure
that the fiscal deficits are consistent with other macroeconomic policies.

5. Conclusion
The study explored the behaviour of savings in Swaziland for the period 1970 to
2014; it provided an overview of the savings environment in Swaziland, highlighting the
performance of the institutions that provide savings in the country. The study found that
the national savings trend was higher in the 1970’s averaging around 29% of GDP and it
gradually fell to low levels of savings averaging 0.7% in 2014. Factors that contributed
to the fall in gross domestic savings in the study period include drought, a fall in SACU
receipts and the excessive liquidity in the banking sector. The study also found that
savings providers in Swaziland are classified into two groups; the formal and informal
savings providers. The informal savings providers are the most dominant providers of
savings in Swaziland than the formal savings providers because they are affordable to the
low income population in the rural areas. The challenging factor facing the formal savings
providers is that they are situated in urban areas and their products are suitable for the
salaried population. Their savings products and services cannot be afforded by the low
income clientele in the rural areas. A major challenge with the informal savings
institutions in Swaziland is that they are not regulated. In order to promote savings in
country, Swaziland implemented policy initiatives most of which were aimed at
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improving the legal, regulatory, supervisory and rehabilitation of the infrastructure for
savings providers.
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1. Introductory considerations
Inter-municipal Historical Archives Valjevo (hereinafter IHAV) represents a cultural
institution with a long tradition and activity in the territory of the Kolubara District. IHAV
authority extends to six municipalities: Valjevo, Osečeina, Mionica, Lajkovac, Ub, Ljig. The
archives has over 400 catalogued fonds and collections of different cultural and historical value
and significance in its possession. Difficulties in functioning due to the lack of financial
resources represent a common feature of all cultural institutions in the Republic of Serbia, the
IHAV being no exception. However, what is typical of people in this region can also be
attributed to managers and those employed in the field of culture, and that is enthusiasm and will
to enhance ways of doing business and the very functioning of home institutions.
During seventy year of its existence, the IHAV has improved its business in all areas.
Today, it consists of 6 facilities of about 1,000 m2. Great work has been done in terms of
improvement and application of modern technologies in archival activities. Technological
development per se has contributed to a larger number of scientific resources, better organization
of the archival material and a more comprehensive database. This has created better conditions
for service provision and cooperation with both authorities of the Republic of Serbia and
individual users and researchers of the archival material.
The archival material encompasses written, drawn, printed, photographed, filmed or
phonographed material as well as the original or reproduced documentary material recorded in
any other way and which is of special significance for history, culture and other social needs.
This material stemmed from the work of state authorities and organizations, socio-political
organizations and communities and their bodies, organizations of associated labor and other
organizations, legal entities and individuals regardless of where and when it originated and
whether it is within a protection organization or not [Popović 1987, p. 296].
The work of the IHAV has been improved in all areas regardless of the unfavorable
circumstances that have accompanied this cultural institution through history. One of the basic
aspects of business is cooperation with users and researchers of archival material. One of the
primary goals of the IHAV is that the researchers and users of archival material are highly
satisfied with the service provided.
Since its foundation, the emphasis has always been put on client relations and provision
of professional assistance of high quality. It is important to accentuate that the IHAV, a nonprofit organization mostly financed by the state, has accepted modern concepts of business and
common rules shared by all successful organizations from various fields of work, that is that a
client is always attended to in the right way and satisfied with the service provided.
142

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2018, 7(13): 141 - 159

This paper provides the analysis of the research related to satisfaction of users and
researchers with the services provided by the IHAV when using the archival material.
Furthermore, the results of the research conducted among a large number of archival users and
researchers will be shown as well. Primarily, the aim of this paper is to materialize where the
institution currently is in terms of service quality. The information will offer an insight into what
business parameters are good and should be kept and improved, but also what its weaknesses are
and where there is a need for additional activities aimed at bringing this institution’s business to
an even higher level.

2. Marketing concepts in culture
A company defines its goals through the prism of gain because this is considered to be a
standard accepted by owners, managers, entrepreneurs, and eventually employees [Zavišić 2011,
p. 12].
The goals in the field of marketing are also used in the field of culture regardless of
different goal applications. When it comes to economic organizations the goals are mostly
financial, whereas they are educational and cultural within cultural institutions. The final goal is
to attract as many people as possible and offer them rich content.
Archives in Serbia represent pillars of cultural heritage and a priceless source of
information from different eras of national history. However, the business philosophy of the
Archives was wrong due to the fact it had been functioning as a closed system and had a
minimum level of communication with the environment it operated in. Despite the progress
made in the past few years, it will take a lot of time and marketing activities to bring the activity
of the Archives as a cultural institution closer to the public.
First of all, any organization whose goal is to be successful must have a well-developed
marketing strategy. The IHAV is a positive example of a cultural institution that has accepted
the rules of modern business and functioning in the market and which has positioned itself on
the cultural map of Serbia through certain business moves. The IHAV has always had highquality content and archival material of exceptional value, but there has always been a problem
related to engaging people and attracting specific target groups.
Also, the problem of human resources is constant because employees are trained to
perform specific tasks in the field of archival science. Thus, a certain level of knowledge in the
fields of management, marketing and human resources is required.
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All these obstacles did not prevent the IHAV from significantly improving its business,
relevance and public influence through certain promotional activities. One of these activities is
related to a number of exhibits that have attracted a large number of people with their content.
Some of them are: Old book and periodicals until 1900 at the library of the Historical Archive of
Valjevo, Two Centuries of the Valjevo Court, The Suffering and Humanism of Valjevo Hospital
1914-1915, The Archpriest’s Letters on the occasion of the 240th anniversary of Prota Mateje
Nenadovic’s birth, Treasure of the Centuries and the Light of the New Age within the Pustinja
Monastery. Numerous people attended these exhibitions - state representatives and high
officials, ambassadors from different countries, various organizations, primary and secondary
schools and other educational institutions and individual visits.
One of the elements that distinguishes the IHAV from other cultural institutions and is
used in a positive way is the magazine Gazette, which has been published since 1966. So far, 50
issues of this magazine have been published with a large number of articles related to local and
national history. Gazette is a newspaper in which the works of a number of prominent figures
from the fields of archival science, history, law, economics, sociology, philosophy, political
science and many others have been published. This contributes to the magazine’s cultural and
intellectual significance and value. The IHAV has issued, independently or in co-publication,
over 30 books and publications that are predominantly of a historical character, thereby
establishing cooperation with archival users and researchers.
Besides activities that involve cultural promotion, there has been progress in the field of
professional work i.e. archival activity. It is much easier to perform tasks, thanks to the purchase
of technical equipment as a modern means of work. There has been an increase in the number of
scientific resources used for providing services to researchers and users of archival material as
well as for better fonds management. A great deal of work has been done in terms of digitization
of records of deaths, marriages and births used by our researchers in order to determine family
background and define the family tree.
The very improvement of professional work leads to a better organisation of archival
material and thus to better customer service, which contributes to positive image that this
institution has in the territory of Kolubara District and throughout Serbia. There is no better
advertising and marketing for an institution than high-quality professional work and the ability
to successfully resolve clients’ requests regardless of whether they are legal or natural persons.
The IHAV works for the benefit of the community and the education of the population.
Socially responsible business practice implies that an enterprise adopts and applies discretionary
business practices and investments that support social goals in order to promote communal
welfare and environmental protection. Welfare can refer to health and safety, but also to
psychological and emotional needs of people [Zivkovic 2017, p. 21].
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Unfortunately, the IHAV does not have the financial funds that are necessary for
investing in projects of social importance, but this cultural institution is constantly working on
further development of the community through education about national and world history. In
doing so, it raises awareness about the brightest moments from national history, important
historical events and historical figures that marked different eras. A lot of effort is invested in
maintaining a positive idea through strengthening national identity, patriotism, national
consciousness, which leads to meeting different needs, especially the cultural ones. What is
important to emphasize is that IHAV does not charge its services related to lectures on the work
and history of the institution as well as the exhibitions organized by it. In addition, a range of
services provided by the institution are free of charge.
When it comes to IHAV’s digital marketing activities, it can be noted that progress has
been made in that field as well. It is a site that specializes in archival activities and provides a
large number of different information. The site displays information related to the core activity
of the institution, then work programs, work reports, public procurement rules, statute. In this
way, site visitors can learn about the rules of functioning of the institution, results and plans for
the future, as well as the results of previous operations.
The content is the reason the website is visited, be it products, services, informative or
educational texts. The way the content is written is of vital importance for the success of the site
and accomplishing its goals. The site ranking in search engines, and therefore the number of
visits depend on whether the content is of a good quality or not. Good content should engage
buyers, encourage them to take action and make them interested in visiting the site again
[Jevremović, Radovanović i Šarac 2015, p 102].
The IHAV site is rich in information of different types. It is a digitalized material in the
form of a bibliography of texts published in the archive newspaper and magazine Gazette, where
the bibliography is presented by numbers and authors. The site itself provides information on
various fonds and collections. The institution’s website provides information on the rules
concerning the usage of archival material with precisely determined instructions, and
requirements for the use of archival material. Another very important aspect of IHAV’s
functioning includes publishing activity. A significant part of the site is dedicated to the
publishing activity of the institution where various IHAV editions are displayed. Prior to visiting
the institution itself, a large number of people are introduced to its work through the website.
Therefore, it is essential that the site is information-rich. When it comes to promotion via social
networks, that field of digital marketing is still not applied at the IHAV. It is a rather specific
topic that needs to be analyzed in detail so that this sort of promotion is in accordance with
certain standards and norms given a cultural institution is being discussed.
Being a cultural institution, the IHAV pays close attention to international marketing.
The activity of the institution is such that cooperation with a vast number of foreign citizens is
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ensured. The element that proves the fact is overcoming the language barrier which represents
one of the main challenges in the field of international marketing.
The importance of knowing a foreign language for international marketing is
multifaceted. It is a prerequisite for successful collection, assessment and understanding the
information in foreign markets and it contributes to adequate adaptation in the foreign settings.
Proper understanding of certain situations and the choice of an adequate solution are possible
only with a good knowledge of culture and language at the highest level [Sudžuk 2008, p 41].
Most foreign citizens come to the IHAV in order to see exhibitions and meet a part of our
history through them. The IHAV has improved international marketing through series of
business moves and managed to overcome the challenge of language barriers. Exhibition
material is presented in both Serbian and English. The content and visual structure of the panel is
also in both languages. Equally important, the same rule is applied to exhibition catalogues. A
new element of the exhibiting activity is a video presentation that entails a documentary film as
a means of innovation. Staff members who deliver the presentation know the English language
and are able to answer any question concerning not only the exhibition per se, but also the the
activity of the Archives.
Every cultural institution, the IHAV being no exception, must facilitate communication
with the public. Public relations (PR) represent a communicative activity that develops good
relations between a company and its public through generating favorable publicity, developing
positive corporate image and silencing scurrilous rumors, stories or events [Babić – Hodović,
Domazet i Kurtović 2012, p 290].
The IHAV has always tried to maintain its relations at a substantial level. The media are
informed about all projects that are realized within this cultural institution. In the first place, the
public is informed about all important events through daily press, television, websites,
invitations, catalogues, posters. All of this implies that the aforementioned aspect of marketing is
applied at the IHAV.

3. Business decision-making at the IHAV
Through its seventy-year-long history, the cultural institution of IHAV has encountered a
myriad of problems and challenges that required smart decision making in order to overcome
them. Culture has always been marginalized and lacked facilities, financial funds, technical
means of operations, personnel etc.
One can proudly state that through its history the IHAV has had a lot of knowledgeable,
farsighted people capable of making decisions that contributed to the institution’s progress in all
areas. All elements necessary for successful business have been improved, the most important of
which are listed below: archive material storages, high-quality infrastructure for professional
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archival activity, computer and other technical equipment, improvement of organizational
structure, hiring trained personnel. It can be concluded that the institution has reached a
significant operating level. It is important to pinpoint the fact that the people managing the
IHAV in different periods were aware of the importance of business decision-making.
The division of decision-making process into stages was proposed in 1960 by a famous
Nobel Prize winner Herbert A. Simon. His decision-making model encompasses three stages or
rational decision-making, while the phase of implementation was subsequently added as the
fourth stage:
1.
2.
3.
4.

intelligence
design is the phase in which the problem model is created
choice
implementation [Miškovic 2013, p 10]

Analyzing the categorization of decision-making processes, we can provide an example
of the IHAV where the above-mentioned business-decision making stages with their
accompanying element are directly applied.
For many years the IHAV has had a permanent problem with the lack of adequate space
for both storing archival material and efficient functioning of the institution. What characterizes
the archival profession is a constant inflow of archival material. For this reason the decision that
would permanently solve this grave problem had to be reached. The first person to undertake
steps towards solving this serious problem was a history professor and managing director,
Milorad Mitrasinović. Namely, he initiated the phase of gathering the necessary information and
faced the problem that seemed insoluble given the fact that it had lasted for three decades.
Subsequently, he produced the solution by finding facilities that met all the standards of archival
profession. The implementation stage was conducted with the help of local government,
competent ministry and professional help of the Archives of Serbia.
The building position was supposed to be such that the warehouses, due to the sunlight,
faced north or northwest in case they had windows, i.e. if they were not underground. The
material the house was built of had to be moisture-resistant, fire-resistant and a poor heat
conductor. It was also advisable to situate libraries and archives away from factories, railway
stations etc. due to air pollutions in those areas. It was preferable they were surrounded by the
grass patches and low vegetation of at least 20m wide [Radosavljević 1981, p 58].
Thanks to a high-quality business decision-making, the facilities of the former Valjevo
Hospital and Hygienic Institute with a large courtyard and a park of 0.52 hectares were
permanently put at the IHAV’s disposal. In this way, the professional standards in protection and
preservation of library and archival material as cultural property are fulfilled.
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Successful operations of a business institution are largely determined by business
parameters that refer to the level of commitment and the number of visits occurring during a
period of time. Archives have different operating parameters given their main activity is closely
connected to managing archival material and other professional archival assignments. They also
perform numerous administrative tasks and provide a large variety of services. However, this
does not excuse them from not getting engaged in the activities concerning tourism visitation
and tourism activity in general.
Tourist and cultural potential are recognized as a chance to overcome problems from the
past and are perceived as a means of reducing the seasonal character of tourism and are seen as a
form of softening economic crisis. However, just like in most industries, Serbia is falling behind
in tourism (cultural tourism in particular). The consequences of the lack of decision-making or
wrong decision-making in tourism policy lead to clouding what is preferable and what kind of
tourist country Serbia should be [Krasojević, Tomka i Holodkov 2014, p 48].
Business decision-making has worked towards positive progress in the number of visitors
who come to IHAV. In the autumn of 2015, a permanent exhibition Suffering and Humanism of
Valjevo Hospital 1914-1915 was launched based on the primary historical sources i.e. archival
material (documents, photographs, press etc.)
After the realization of the project, the initiative to include exhibitions and visitations to
the IHAV in the offer of the Tourist Organization of Valjevo was launched. Another important
decision that significantly influenced increase in the number of visitations was made by the
former IHAV management. Namely, all primary schools in the territory of the Republic of
Serbia were informed via e-mail about the very exhibition and its importance for the students’
education. It was decided that the entrance should be free and parking space provided.
The IHAV started to regularly take part in the event called “Night at the Museum” where
a large number of visitors from around Serbia and abroad were welcomed. All of this represents
a set of measures, i.e. business decisions that led to the increase in the number of visitors at the
IHAV.
One of crucial factors in decision-making is the manager’s ability to reach key decisions.
It is this ability that affects performance of a company. The ability to make major decisions
depends on several factors, the most important of which are: manager’s knowledge and
experience, their ability to grasp a problem and the ability to analyze and synthesize. Besides
experience, a manger must have the support of the employees in decision-making [Tanjga,
Tanjga 2014, p 35].
Besides the world market, the process of globalization of the world economy has
influenced all other spheres of life including the operations of cultural institutions.
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Due to significant changes in the environment of a company, changes in their functioning
must be introduced as well, especially those concerning goals and strategies for their realization.
In a large number of cases the adaptation to new conditions requires organizational changes so
that new strategies for achieving those goals could be implemented [Mrđa 2008, p 28].

The IHAV has had managers that clearly defined business strategies and based them on
resolutely determined goals that were to be achieved. All this contributed to positive results and
influential position the IHAV now occupies in Kolubara District and Serbia.

4. Case study - Customer satisfaction when researching and using archival

material at the IHAV
The primary goal of this research is to evaluate the service quality provided to users and
researchers of archival material in order to improve services and business operations.
The research was conducted through surveys completed by 30 users and researchers of
archival material in order to obtain feedback and attitudes towards service quality and
functioning of the IHAV.
A survey is the most commonly used instrument for primary data collection using
personal (structured) interview, mail or telephone interviewing. It is a set of questions put to
respondents, with the gaps in which the answers are filled either by an interviewer or a
respondent [Vićentić, Đurica i Hanić 2010, p 109].
Interviewed respondents, who use the services of the IHAV, provided answers necessary
for the improvement of the institution and its business, which leads to better ranking on the
cultural market. Each prosperous organization tends to strengthen its relation with customers. It
is the only way to endure on the market regardless of the business activity and organization
profile, be it a profit- making or a non-profit organization. Researchers and users of the archival
material represent the IHAV and therefore it is important to hear their opinions on how the
current services can be brought to an even higher level, what should be changed or kept
concerning service quality.
4.1 Key parameters necessary for successful functioning and developing of the IHAV
Questions used for interviewing researchers and users of the archival material have been
divided into four categories.
1. Position of IHAV in the territory of Kolubara District and all of Serbia
2. Quality and type of services provided to users and researchers of archival material
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3. Activities concerning cultural promotion
4.2 Suggestions for improving work of the institution
The research implies that 90% of respondents share the attitude that IHAV is a cultural
institution with a long tradition and activity in the territory of Kolubara District. 5% partially
agree, while the remaining 5% have no opinion, i.e. do not know. 60% completely agree that the
IHAV is one of the leading institutions in Valjevo and Podrinje-Kolubara region.
60% of respondents fully agree with the statement that the IHAV is one of the leading
institutions in the city of Valjevo and Podrinje-Kolubara region. 34% partially agree on the
matter, while 3% have no opinion or strongly disagree with the statement. Positive image of the
institution is the result of continuing high-quality work concerning both archival and economic
parameters: marketing, business decision-making, service quality and personnel. One of core
rules of the institution is that the client comes first and that constant effort goes into customer
satisfaction.
It is important to underscore that the great majority of researchers are individuals who
earned higher education degrees and built distinguished careers. There is a great many of
journalists, economists, historians, sociologists, political scientists, lawyers, physicians and other
intellectuals IHAV has the cooperation with. The cooperation resulted in a vast number of
published books, scientific articles, PhD theses, graduation papers, seminar papers etc.
Furthermore, there is a wide range of TV shows, documentary films where authors were
provided with all the help from the archival point of view.
The fundamental question in this part of the research is whether the IHAV should be an
institution of national interest. All respondents agree with the aforementioned statement. Also, it
is stated that this cultural institution is of exceptional importance when it comes to tackling
critical issues in the area of property-legal relations: confiscation, nationalization, expropriation,
agrarian reform especially when the importance of restitution and further European integration
are taken into consideration. In addition, there are more assets that determine the IHAV in
relation to competition. There were respondents who implied that it was necessary to reorganize
the institution, adopt ambitious plans and continue developing the institution.
With the increasing development of the Archives and archival services, i.e. expansion of
archival activities and in order to respond to a number of relevant issues directly and indirectly
related to archival material, archivists had to base their theoretical and practical knowledge on
scientific research work [Popovic 1997, p. 115].
A set of questions related to the service quality and type has led to numerous
conclusions: 75% of respondents fully share the opinion that the prime goal to be achieved is
ensuring the cooperation with users and researchers of archival material; 25% of respondents
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partially agree; 75% per cent agree that there are digitalized registers that researchers can use for
their scientific work, whereas 10% partially agree and 15% have no opinion or are not informed
on the matter.
The process of digitalization of records of births, deaths and marriages for the period of
the 19 century led to an increase in the number of researchers and thus more efficient work of
the IHAW. Researchers inspected the registers primarily when tracing a family tree.
th

A positive shift in digitization has enabled researchers to browse through registers from
home computers and carry out research for as long as they need to.
The institution provided additional protection of registers as archival material of
exceptional importance through digitalization and thus enhanced the domain of technical
protection of archival material. This testifies to advantages of modern technology application in
all aspects of doing business.
The importance of introducing modern technologies to the Archives is incontestable. It
has also contributed to the availability of archival material. The users of archival material can
reach the necessary data quickly and easily (even without coming to the Archives) and the
Archives personnel can provide them with the information instantaneously, i.e. can quickly
reach the necessary information [Cvetković 2010, p 2].
Besides its quality, it is essential that the service should be provided within a reasonable
time. A positive trend that testifies to the success of the institution is reflected through the
attitude that services provided at the IHAV are at a high level in terms of time it takes to receive
and respond to clients’ requests. The same attitude is shared by 70% of respondents, while 30%
partially agree.
One of basic postulates of each organization is the relation with clients concerning their
requests, time necessary to respond to those requests and service quality. Cultural institutions act
in accordance with the same rule and therefore it is vital that this aspect of business is
perpetually improved.
One of the paramount questions was related to the activity and the ways of functioning of
the information centre, one of the vital parts of the IHAV, where we reached the following
conclusions: 45% of respondents expressed the opinion that the information centre fully
introduces its users and researchers to the archival material at its disposal; 25% of respondents
partially agreed with the aforementioned statement, while 20% had no opinion on the matter and
10% partially disagreed.
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Graph 1: Part of the survey concerning Information
Centre and its users and researchers
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The Information Centre of the IHAV provides its users and researchers with the
information on archival material, library fonds, the use of archival material within the Archive.
The importance of the Information Centre is reflected in the fact that there one can gather the
information on the personnel structure, technical capacity and other mandatory elements of
work.
The IHAV provides services in resolving property issues, determining length of service,
restitution activities (confiscation, nationalization, agrarian reforms, expropriation, agricultural
land). This is by far one of the most important aspects of the archival activity. Every year a
considerable number of requests are responded to and 95% of respondents completely agree and
are familiar with the fact that the IHAV provides these services, which is of profound
importance on the grounds it is a part of business where the intensity of cooperation with a client
is the greatest. Only 5% of the respondents have no opinion or are not familiar with the matter.
Throughout the cooperation, it is vital to make a positive impression and support both clients
and state bodies of the Republic of Serbia.
Fruitful cooperation is ensured with the following institutions: agencies for restitution in
Belgrade, Kragujevac; courts, local governments, economic organizations and companies,
pension and disability insurance funds, cadastres etc.
The IHAV has put a particular emphasis on cultural promotion, which is displayed
through different forms and rich content. Also, abundance of archival material is displayed
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through exhibitions. The result of this work reflects in the fact that 45% of the respondents
agreed with the fact that exhibitions and audience engagement through various forms of culturalpromotional activity led to familiarizing people with history of Valjevo and Kolubara District.
40% of respondents partially agreed with the statement, whereas 10% had no opinion and 5%
disagreed with the information.
Opinions vary when it comes to the initiative that the building of the archives depot in
which Valjevo Hospital was situated during WWI should be declared the Memorial Centre. 25%
of those who took part in the survey agreed to the initiative, while 25% partially agreed. 15%
had no opinion and 5% partially disagreed. What is astonishing is that 30% of the respondents
disagree with the initiative. Some respondents support the initiative providing the issue of
storing archival material is resolved. In doing so, basic archival activity would be ensured and
afterwards the entire project launched.
On the premises of the IHAV numerous lectures have been organized for pupils,
students, various organizations and individuals interested in the work and activity of this cultural
institution. The main goal of the lectures is to introduce the public to the work and tradition of
the IHAV. In this way, the number of visitors, researchers and other interested parties increased.
Another common matter in the operations of each institution is the one of the personnel
structure. Staff members with different educational profiles work at the IHAV: an economist,
historian, ethnologist, literature professor etc. However, they all have one thing in common, i.e.
they have a professional and legal obligation to pass a professional archivist exam. By passing
the exam, one earns the title of an archivist in case they have a higher education diploma or
archival assistant if they have a secondary education diploma.
What characterizes the personnel structure of the IHAV is that it takes a lot of time for a
person to become fully qualified for professional archival work. 80% of the respondents
completely agreed with the fact that the quality of HR structure should be improved, 10%
partially agreed, whereas 10% have no opinion. The gravest problem in reference to HR
structure is that the average age of employees is 60.
Another aspect that determines modern businesses is the fact that certain changes are
made with the aim to improve institution operations: 90% of interviewees agree that certain
changes in the operating of the IHAV have led to significant improvement; 5% per cent partially
agree, whereas 5% have no opinion.
The final part of the research process referred to the question concerning suggestions for
further improvement. Most of the suggestions refer to the matter of personnel and giving young
adequately educated people an employment opportunity.
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The field of information technology is occupying more important role in the operations
of modern enterprises and organizations. In accordance with this trend we got a proposal to hire
an IT manager who would create a database for collections, enter the electronic lists, update the
IHAV site etc.
When it comes to the application of the latest technologies in archival activity one of the
suggestions was to digitalize all archival material and make it available to all interested parties
via the Internet. Furthermore, digitalization would contribute to further protection of archival
material. In the future cultural activities at the IHAV should include more exhibitions and
presentations. This is what respondents consider to be one of the priorities and actions to be
taken in the future. Given the IHAV is a cultural institution under the jurisdiction of the state, it
is of the utmost importance that the cooperation with other state representatives is at a high level.
In the first place it is essential that cooperation with other Archives is achieved with the aim to
enhance archival activity and share experiences. Cooperation with the Ministry of Culture is
something that needs to be cultivated due to the fact that all projects are approved by the
Ministry. Archives as cultural institutions obtain certain financial funds from the ministries in
order to realize multiple projects and improve their functioning, acquire technological assets for
exhibitions and the process of digitalization.
It needs to be highlighted that for the successful operating of the IHAV certain
infrastructure is required. Our respondents were aware of the fact and suggested that the building
of archival depot should be constructed in accordance with the standards required for the
protection of the cultural heritage.

5. Conclusion
We can define the IHAV as a cultural institution of exceptional significance whose main
activity is to do the activities of reception, organization and processing and to adequately store
archival material of the six municipalities of Kolubara District. However, the functioning of this
organization is far more complex. Apart from the main activity there are series of other
operational aspects needed for successful functioning of the institution that are directly related to
the main activity. These include: the process of publication of archival material as cultural
goods, permanent work with users and researchers of archival material, promotion of valuable
cultural goods of exceptional significance through series of exhibitions, monitoring, marking
important jubilees and undertaking other activities related to culture.
Analyzing the state of culture and the work of cultural institutions we can undoubtedly
conclude that the IHAV is an example of a successful organization. Apart from the hard work
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and devotion, one of the main secrets of success is the implementation of modern ways of doing
business and the usage of modern economic principles and business rules. Despite the fact that
the IHAV itself is a state institution funded by the government and that it represents a non-profit
organization, certain steps that led to better functioning of the institution were taken. Knowledge
from the fields of management, marketing, human resources and business decision-making is
applied to the organization’s work and it led to better business parameters. High-quality
marketing activities immediately undermined the popular belief that the IHAV was a closed
system. A vast number of promotional activities made a lot of people interested in the
organization’s work and that influenced the introduction of cultural goods of the IHAV to the
public. There was an improvement in the field of technical innovations needed for professional
archival work. This resulted in improvement of services provided to users and researchers of
archival material, which respondents acknowledged during the research process. Other aspects
of business were improved as well, which influenced acquiring a high reputation.
Business decision-making led to solving a number of problems that were threatening the
main activity of this organization. However, making good strategic decisions instigated the
improvement of working conditions and cultural activity. First and foremost, these included
resolving the issue of storing archival material, technical and computer equipment acquisition,
digitalization of archival material and improving personnel structure. Decisions made in the past
resulted in the fact that today the IHAV represents a serious organization that works on the
highest level in terms of infrastructure, technology, organization and staff. It is necessary to
reinforce positive trends and work on further improvement of all parameters required for
successful functioning.
The research into satisfaction of users and researchers of archival material led to certain
conclusions. The organization’s high level of integrity can be highlighted, both in the PodrinjeKolubara region and in the rest of the country. Also, it is very important to point out the fact that
a lot of people think that the IHAV deserves to be an organization of national interest.
Cooperation with users and researchers of archival material represents one of the main goals of
the institution. Special attention was devoted to this domain in the survey. The respondents rated
the IHAV’s work with the highest marks highlighting the professionalism of the employees and
the time needed for users’ requests to be dealt with. Different aspects of the archival profession
were analyzed – digitalized register books, the work of the information centre, library, dealing
with users’ requests regarding property-legal relations, determining years of service, restitution
methods and other examples of confiscation in all six municipalities of the Kolubara District.
The research into this matter represented a huge challenge for the IHAV because it
assessed the work of this cultural institution. Never has anyone conducted a survey regarding the
organization’s work in seventy years of its existence. We are certain that these results will have a
major impact on overall improvement of the entire organization functioning starting with its
management all the way to the employees. Contributions of our research are towards presenting
the IHAV as an organization that, besides professional archival work, applies certain economic
principles in its functioning and towards the fact that this combination has proved to be a success
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in achieving goals, which is confirmed by users and researchers of archival material as cultural
goods.
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