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Covid-19 pandemic news, estimates, and planetary economic outlook seem increasingly controversial. 
While global economic analysts tell us optimistic news, such as that China is moving towards record 
growth and that Japan is out of the recession, the estimates of the World Health Organization and 
security messages are not so optimistic. By November 23, 2020, more than 60 million people have 
officially contracted the Covid-19 virus in the world, so that, only during the first year of the pandemic, 
the number of registered infected people will reach one per mille of the world’s population. A large 
part of the world’s population is concerned due to the facts show that the virus is still unusually 
mysterious, as well as the the number of those actually infected is up to ten times higher than the 
number of detected cases, with the possibility of re-infection of those who once recovered.
Nevertheless, from the recent meeting of the Group 20 the largest economies in the world, an indirect 
message was sent, there has not common vaccination strategy yet, as it was proposed by the World 
Health Organization (WHO). Angela Merkel, with her appeal and statement of Germany’s intention 
to pay 500 million euros into the globally available vaccine fund, was confirmed that the conflict 
broke out due to the willingness of other participants (read developed countries) to join the solidarity 
of vaccine costs for poor countries, and for the benefit of all. There are many special therapies, drugs, 
vaccines-programs, as well as reservations of a large number of doses for the population in the most 
powerful countries. The entire global stock of certain drugs, such as remdesivir, is bought by some 
rich countries, so that economic calculations are crucial for health and safety strategies.
It should be noted that the market value of the vaccine (dose for one person) ranges from three to fifty 
USD. It is logically concluded that a global anti-vaccination requires a cooperation strategy between 
pharmaceutical companies, governments and the WHO. However, on the other hand, as always in 
such situations, it turns out that the market should play role and offer as many solutions as possible. 
The dilemma is, as always, between safety, control, standards, and the principle of minimum costs. 
The world will therefore have the opportunity to balance between market and regulation. This can be 
taken as one of the curiosities of the current, hopefully unique situation, not only in terms of health 
and safety, but also economically.

DOUBTFUL ASSUMPTIONS OF THE POST COVID-19 RECOVERY

The latest global recession is compared to one from the World War II, when production and resources 
were blocked and when the loss of human life and health caused profound changes and turmoil not 
only in the economy but also in political life. It is comforting that only after World War II things 
started to move higher, and the global perspectives looked far better. It was often said: “It will never 
be the same again.” It turned out that things are repeated and that humanity have to learn from own 
mistakes again. Wars and crises have still happen. Prestige and the desire for domination remain the 
initiators of a good part of historical events.
People’s concern for their own economic existence and security is closely linked to their struggle to 

COVID-19 PANDEMIC - SECURITY, ECONOMY AND POLITICS
REALIBILITY OF GLOBAL AND LOCAL ASSESSMENTS

PhD Petar Đukić
Editor-in-Chief of ECONOMICS, Innovative and Economics Research Journal

Editorial
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achieve secure existence on national and regional level. There is not government in the world that tells 
to the people what favorably is expected for the coming years. Most of these messages are based on the 
following, very questionable assumptions:
- the pandemic will last during this year and possibly in the first quarter of next year, which is 
quite reliable;
- already available vaccines which are still being tested, as well as those that can be developed, 
will give a quick result, in almost all parts of the world, which is unlikely; 
- rapid economic recovery will begin immediately after the withdrawal of the Covid-19 
pandemic, which is questionable;
- the world economy in 2021 will be dynamic enough to compensate for most of the recession 
and to provide higher growth rate compared to years before the crisis (approximately 3-4%) probably 
due to low base - quite uncertain;
- the expansion of world trade will be enough to pull the production of goods and services and 
to compensate the decline of even 13.4%, which is unlikely; 
- the demand for energy, goods and services after the Covid-19 crisis will be able to compensate 
the current drop in crude oil prices (47.9%) as well as the fall in the price index of energy goods 
(5.9%), also unlikely;
- the consumer habits will quickly return to normal level after the crisis, so that demand will 
stimulate production and trade, and especially services, to grow faster than they have fallen, which is 
quite incredible;
- the psychological barrier that which is present among people who need to travel and to use 
tourist services will completely disappear in the second half of next year, so that global tourism will 
recover, etc.
In addition, deep imbalances concerning global exploitation of natural resources, environmental 
pollution, endangering ecosystems, forests, seas and oceans, unfavorable energy structure and climate 
change should certainly be mentioned here. All these facts and unsustainable trends are not directly 
related to the Covid-19 crisis, but they will certainly cause possible directions and pathways of global 
recovery and development.
At the same time, with the news that the world will be able to count on the mass use of vaccine in the first 
half of 2021, there are warnings about technical difficulties and obstacles such as mandatory testing, 
necessary technical means and logistics, in vivo testing, risks and consequences...Offically, WHO says 
that the third wave of the Covid-19 pandemic will start in January 2021, and that immunization 
would be achieved with 70% of the vaccinated world population. According to medical findings, it 
seems that the Covid-19 pandemic will last for an uncertain period, and at least during the next year, 
with the prospect that certain waves will continue until the middle of 2022. 

UNCERTAINTIES, THREATS AND HOPES FOR NEXT YEAR

The balance of the presented unlikely assumptions is relatively unfavorable, so there is not enough 
reason to rejoice early. The Covid-19 crisis continues, changes our behavior and destroying certain 
perspectives, especially those that depend on people’s perceptions and expectations (tourism and 
travel, the production of airplanes and cars, energy, all services, especially fashion and sports business, 
entertainment and culture industry).
International financial institutions, mostly conservative in their assessments, are not ready to easily 
change and adapt to the new and changing Covid-19 circumstances. After the recession with a fall in 
global GDP (3-5%) in this year, the next one, as expected, should bring an improvement in results and 
serve as a basis for very dynamic growth in the next five years 2022-2027. As usual after major crises 
and wars, a period of economic boom should follow, which could bring planetary benefits in terms of 
growth, employment, trade, technological progress and restructuring.
However, specific view in terms of crisis and development stems from the perspective of structural 
change. Structural changes represent a law according to which reality changes evolutionarily, and it 
is predominantly conditioned by technological progress. On the other hand, structural changes also 
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appear as forced and rapid process caused by the crisis. The crisis is a challenge for development based 
on different structure of technology, employment, production and employment. When we analyze 
structural changes in the post Covid-19 period, there is not a single fact that would seem unfavorable 
on economics.
What else could be set differently as development goal in the economic boom phase after the 
pandemic? The simplest answer is that everything which was questionable in terms of sustainability, 
should be set on different basis, from technological, organizational, social, and environmental point 
of view. The post Covid-19 recovery should be focused on structural changes, both at global and local 
level. What does it mean?
- Firstly, revitalization of the existing capacities of the public health system and construction 
of new, harmonized and robust capacities, regional and national ones, which will represent better 
response to the challenges of new pandemics;
- Effectiveness of the further flows of production, services and trade, with the possibility to 
reduce labor costs, not only by expanding opportunities for online work, but also by better use of 
available software and hardware equipment around the world;
- Reduction of transportation costs, energy consumption, transport, elimination of bottlenecks 
in production and trade, thanks to the application of information technologies in economics;
- Better use of energy, improvement of energy efficiency, increase the share of renewable sources 
as well as acceleration the green energy;  
- Better management of public administration, etc
Despite the fact that oil has become cheaper on the world market and that the demand for energy has 
been reduced by at least 10%, energy remains a priority of technological changes. It have to be more 
efficient, cleaner, more green and renewable in the post Covid-19 period, otherwise the recovery of 
the energy sector will be difficult.
Environmental and resource pollution is constant concern of humanity that can not be never dealt 
with. The reason is not only because that battle has been lost, but also because the notion of life 
and natural resources is changing and evolving. The world population could turn to more efficient 
preservation of ecosystems (mass deforestation, protection of the sea and oceans, elimination of 
plastics, green infrastructure) in the post Covid-19 period.
Nowadays, it is not possible to separate the impact of basic natural resources such as water, air, 
cultivated land, ecosystems, and created resources such as institutions, culture, education, knowledge, 
information, solidarity, or scientific research and new technologies. This actually means that medical 
services, vaccines and healthy living, as well as safe behavior - “new normality”, ie environmental 
habits and awareness of people, as part of the package of (re)evolution of sustainable institutions, 
should become performance and prerequisite for sustainable development and survival.

We thank the authors for their contributions and reviewers for cooperation.

December 2020.
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ABSTRACT

This paper discusses the impact of unemployment compensation on the employment and wages of 
regular and non-regular labor in a dual-labor market. The model in this paper assumes an effective 
demand constraint and an imperfectly competitive market. The results obtained are as follows. 
An increase in unemployment compensation increases the wages of regular labor to maintain its 
productivity. However, this temporarily decreases the employment of regular labor, so that the 
productivity and wages of non-regular labor decrease. The result is an increase in the relative wage rate 
of regular labor and the relative amount of non-regular labor employed. This result is independent of 
any economic regime. In terms of the impact on employment volume, the existence of two regimes, 
one wage-driven and one profit-driven, is confirmed. However, the effect on employment is weaker if 
unemployment compensation is financed by taxing profits.

DUAL-LABOR MARKET AND UNEMPLOYMENT COMPENSATION

Taro Abe1
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VALUING WOMEN ENTREPRENEURSHIP IN THE INFORMAL ECON-
OMY IN BANGLADESH

Mohammad Mushfiqul Haque Mukit1, Nusrat Jahan Nabila2, 
Mohammad Safiqul Islam3 and Assim Ibrahim Abdel-Razzaq4

ABSTRACT

The study aims to address issues related to valuing women entrepreneurship in the informal economy in 
Bangladesh. To achieve the above objective, both qualitative and quantitative methods have been used. 
The author reviewed several articles, research reports, and included face to face in-depth interviews 
of fifteen entrepreneurs. Moreover, the applied five-point Likert scale questionnaire responded 100 
random entrepreneurs from the rural areas of Bangladesh to recognize the barriers in accessing 
financial institutions and figure out how financial inclusions can contribute more in the informal 
economy. The results of this study suggest that complicated loans process, high-interest rates, absence 
of a life skills program, lack of financial freedom for women and property rights, entrepreneurial 
paradox, absence of collaterals, financial institutions negligence, mismanagement of loans, lack of 
interactions with local successful entrepreneur and imbalance of family and professional promise are 
the major barriers in accessing financial institutions in Bangladesh.  In addition, financial inclusions 
are required to bring about changes in their lives. The results of the study will help Bangladesh and 
other developing countries break down the barriers for women entrepreneurs and develop the 
business opportunities created by women. In this regard, future research will anticipate both urban 
and rural areas, with a larger sample and quantitative studies will be conducted.
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INTRODUCTION

An inclusive financial system is important because it is recognized in development policy and 
priority all over the world. It helps well-organized allocation of productive resources and offers 
suitable financial services and can support slow the growth of informal sources of credit (Sarma, 
2012). Access to finance has recognized to be the biggest impediment for small and medium-sized 
enterprises (SMEs) worldwide (Ghosh et al. 2017; Bamfo and Asiedu-Appiah 2012; Lader 1996). 
Small businesses, particularly in developing countries, have limited access to capital markets, in 
part due to the perceived higher agency costs for small businesses (Mohanty 2009; Biekpe 2004)
 
In addition, small businesses help to provide jobs, reduce migration from rural-urban country to 
city, and ensure efficient use of resources (Collingridge, 2013). Low education prevents women 
from paid employment in the formal sector, but as active agents with the intention of changing 
their situation, these women become innovative and start small businesses, including small ones. 
By businesses, to generate income (Poku, 2019; Momsen 2010). The Global Entrepreneurship 
Monitor (GEM) (2010) and Kelley et al. (2011) indicate that growing the figure of women micro-
entrepreneurs involved in opening new businesses and expanding current businesses which is 
crucial for a country’s long-term economic growth. Technological advancement in communication 
influences rural life along with urban life and people becoming internet service dependent and 
tech-savvy, the growth of internet banking keeps positive contributions (Mukit & Islam, 2018). 
Now the time for trade, commerce, and all stakeholders should come forward to work for financial 
inclusions and mitigating the losses and costs, as low as possible (Islam & Mukit, 2019). 

It is identified in previous research that obtaining loans with a lower interest rate is an easy process 
that could accelerate the economic development of the rural areas where many female entrepreneurs 
could launch their SMEs and run them far more easily and efficiently.  Several studies have conducted 
in different geographical locations, but very few research-led on financial inclusions and rural 
women’s entrepreneurs’ constraints. Particularly, this study emphasizes financial obstacles cases 
and the way how women become powerful human capital can as financially. Financial inclusion 
increases risky behavior. If stakeholders have a trustworthy place to keep money and easy access 
to get a loan, they easily tackle the unwanted risk. To understand the financial resilience of people 
around the world, we need a country-specific data set to analyze the most important integrated 
factors under the local circumstances.

1. LITERATURE REVIEW

1.1. FINANCIAL INCLUSION STATUS IN BANGLADESH

In simple terms, financial inclusion is the access and use of formal financial services by households 
and businesses institution. Policy-makers consider it to be an approach to improve people’s income, 
minimize poverty, and drive economic progress (IMF, 2015). Financial inclusion consideration can 
also be interpreted as having to access to and utilizing financial services that meet the needs of the 
user (BIS, 2015).
  
Proactive regulatory policies and developed financial literacy proficiency are the primary drivers 
for the positive effect of financial inclusion in Bangladesh. Exact data dependent on household-level 
data show that the force of financial proficiency in Bangladesh is moderate and positively affects 
comprehensive financing. These results certify more importance on increasing financial literacy for 
access to finance and informed investment decisions (Khalily, 2016). 
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 Examined financial inclusion and its role in Bangladesh and concluded that the geographical and 
demographic spread of banking services plays an important role in financial inclusion. Rahman 
(2009) presented the financial inclusion in terms of the number of bank accounts, MFI members, 
cooperatives, and the ratio of the adult population. This study reveals major weaknesses and 
suggests the necessary steps for better financial inclusion in Bangladesh.
However, in societies with low financial inclusion, many people experience financial difficulties 
due to the unavailability of financial services. We know that more than 2.5 billion people worldwide 
are denied access to financial services (GPFI, 2011), which means that around 30% of the world’s 
population is financially excluded and has financial stability problems. 
In Bangladesh, access to all kinds of savings exceeds 70% in the administrative areas of the country: 
Khulna, Barisal, Rangpur, and Rajshahi. However, the rates for families accessing a bank savings 
account are the highest in Sylhet and Khulna, and other departments do not have significant access 
rates to a bank savings account. New concepts have been introduced in Bangladesh’s financial sector 
in recent years, with ATMs, credit cards, debit cards, mobile banking, and ten Taka (Bangladeshi 
Currency) ($ 0.12) accounts being used more and more. Among these services, mobile banking has 
seen a surge in popularity. The customer does not have to go to a bank branch and transactions can 
be made from their own mobile bank account or from someone else’s bank account. Therefore, it is 
convenient for poor and wealthy customers (Khalily M. A., 2014).

1.2. SMALL AND MEDIUM-SIZED ENTERPRISES (SMES) IN BANGLADESH  

The Asian Development Bank revealed in 2016 that Bangladesh is one of the most significant countries 
in the world, with 99% of business organizations being SMEs (ADB, 2016). Notwithstanding, the 
figure of SMEs in Bangladesh has expanded each year and there are currently more than 79 million 
SMEs in Bangladesh. The financial capital of SMEs and the number of workers in Bangladesh vary 
from those in Table 1.

Table 1. The financial capital of SMEs and worker in Bangladesh

[1.] Size of Enterprise [1.] Industry [1.] Required Capital 
(USD $)

[1.] Number of 
Workers

[1.] Small

[1.] Manufacturing 
Service

[1.] 88,384.50 USD to 
1,76,769.0 USD [1.] 31 to 20

[1.] 1,76,769 USD to 
6,48,1530.00 USD [1.] 16 to 50

[1.] Medium
[1.] 2,35,692.00 USD 

to 41,24,610.00 
USD

[1.] 121 to 300 but for 
labor intensive 
industries not 

more than 1,00051
Source: National Industrial Policy (2016) as cited in (Abdin, 2017)

According to the Bangladesh Bank (2018) and the World Bank (2019) suggests, Bangladesh’s 
future prosperity, taking into account small and medium-sized enterprises (SMEs), is therefore 
particularly important for women entrepreneurs, as they are supported by various interest groups 
such as governments and financial institutions. However, women entrepreneurs face many obstacles 
identified in some previous studies, and these are discussed in the next section.
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1.3. WOMEN ENTREPRENEURS FACES CONSTRAIN 

Research conducted by (Jahed, Kulsum, & Akhtar, 2011), also found that women entrepreneurs 
in Bangladesh face various problems, such as gender issues, lack of institutional support, lack 
of financial and social capital support, etc. Recent research has also revealed that women who 
participate as entrepreneurs are not welcome in many rural and urban areas (Afrin, Islam, & 
Ahmed, 2010). As indicated by Riyad et al. (2010), infrastructure is one of the main obstacles for 
entrepreneurs in Bangladesh to start and continue the business. This is likewise demonstrated in 
recent research by Ghosh et al. (2017) affirmed. 
In addition, Nawaz (2012) and Ghosh et al. (2017) have implemented complex institutional lending 
processes as another barrier for women entrepreneurs. They found that loaning processes in banks 
and other financial organizations were structured so that women entrepreneurs did not have 
easier access to finance. In this regard, lack of professionalism, poor training, and lack of security 
knowledge among bank managers have been identified as deterrents for women entrepreneurs to 
acquire credit (Nawaz, (2012)). Furthermore, the lack of marketing opportunities, the lack of raw 
materials, insufficient knowledge and experience, difficulties in account management, precarious 
movements, male-dominated social structures, delays in the process of Credit, high-interest rates, 
and harassment of law enforcement are also barriers for women and even other entrepreneurs in 
Bangladesh (Chowdhury, 2013, cited in Ghosh et al., 2017).
Lack of access to institutional finance, the consumer market for SME products, and unavailability 
of a formal entrepreneurship development program in Bangladesh. It’s considering SMEs are the 
main obstacle to new business and existing company’s market growth (Chowdhury et al. (2013)). 
The Dhaka Chamber of Commerce and Industry (DCCI) recorded the demand side (lack of 
security, limited business experience, and information, etc.) and supply (terms and conditions, lack 
of access to start-up financing, availability of funds for) in its working document on the economic 
policy of 2004. Banks, etc.) As problems of access to financing for SMEs in Bangladesh.  

For SMEs, the Registering process is complicated in the respective agencies is another obstacle for 
men and women to obtain loan. Financial organization’s first requirement, it has to be registered 
SMEs. In addition, Ghosh et al. (2017) recognized that the lack of business plans, the small size 
of the business, and the smaller start-up capital creates a negative impression on bank managers 
whether women entrepreneurs would continue to do business or not. Rahman et al. (2013) similarly 
found that the loan process in banks was not flexible and direct for new or existing entrepreneurs, 
especially women entrepreneurs, which additionally makes hurdles to gaining credit from banks. 
This is largely similar to the perspective of emerging countries around the world (Esayas and 
Tolossa, 2015).
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Table 2.   Several authors study, methods & outcomes
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Nevertheless, Bangladesh has changed in terms of economic growth and development in recent 
years. It is therefore important to conduct an exploratory study to identify how rural women 
entrepreneur facing obstacles to obtaining credit and other types of financial support from financial 
institutions, especially banks.  
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1.4. RESEARCH QUESTIONS

a) Why women are lag behind in the informal economy?
b) How traditional banking constraints against flourishing women and the informal economy 
 in rural Bangladesh? 
c) How banking collaterals and instruments are the main complications to falling behind in 
 the informal economy in rural Bangladesh?
d) What are the key indicators entangled in suppressing rural women’s development and 
 financial equality in Bangladesh?

2. RESEARCH DESIGN, DATA COLLECTION & METHODOLOGY 

Demographic characteristics of the respondents: In this survey 100 respondents, 60% were female 
and 40% male. This selection was made deliberately to determine the views of male entrepreneurs 
on the restrictions on access to funds to manage their businesses compared to their female 
counterparts. In terms of age distribution, no particular age group was used to select both small 
and female entrepreneurs.  The inquiry revealed that the majority (90%) of the women participants 
received their primary investment from parents, mainly from their husbands or partners. Indeed, 
the majority of these women have been rejected by traditional banks as well as by microfinance 
institutions (MFIs) for lack of guarantees to access credit. Most men (45%) received their start-up 
capital for their companies from microfinance institutions (MFIs).

Table 3. The demographic characteristics of participants
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Source: Author Adopted field survey, Jan-March, 2020
This demographic characteristics of participants will help for our study significantly.

Table 4. Initial capital investment collected for SME business in Bangladesh

 
Source: Author adopted, field survey, Jan-March, 2020

In this research study employed primary data. In order to achieve our research objective, a mixed 
research design considered where the quantitative and qualitative methods applied. This study is 
divided into two parts. Firstly, data were collected and analyzed from women entrepreneurs based 
on a quantitative approach to detect factors that prevent them from raising funds from commercial 
banks. Secondly, the qualitative approach has been applied to find factors that commercial bank 
officials limit to grant loans to women entrepreneurs. Survey respondents were selected on the basis 
of sample suitability because they offered respondents the flexibility of diversity to capture different 
aspects of the problems related to hurdles to credit freezing and additional procedures by financial 
organizations. In addition, the choice of the sample suitability was connected to the context that the 
researcher anticipated to survey the experience of women entrepreneurs who have real knowledge 
of credit and financial organizations. The main selection criterion was to have managed an SME for 
one year and to have applied for loans from banks, micro-credit organizations, or NGOs. Initially, 
one year considered as a standard for defining that applicants had wide-ranging knowledge about 
financial organizations. Respondents include two of the broiler farms; three of the cosmetic stores; 
two from goat farming; and three vegetable farms.
When designing a structured questionnaire, intensive documentary research, and an initial face to 
face pilot survey we get 15 respondents effective and complete response to accomplish our survey. 
The questionnaire contained 20 closed variables to identify the factors that hamper the access 
of women entrepreneurs to institutional financing. In order to quantify the opinion of women 
entrepreneurs, a five-point Likert-scale was used for the last fifteen variables: 1 = strongly disagree, 
2 = disagree, 3 = neutral, agree= 4, and strongly agree=5. Hundreds of women entrepreneurs from 
different parts of the country were selected for our data collection. Throughout the sampling process, 
we separated the whole country into four segments, such as- Southeast, Southwest, Northeast, and 
Northwest of Bangladesh, and from each part to guarantee illustration in every part of the country.  
A series of individual interviews were carried out with the designated women entrepreneurs. To 
examine our collected data, descriptive statistical tools (i.e. mean, standard deviation) were first 
used to show the relative importance of the variables. Quantitative discussions will be discussed in 
next. 
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3. RESULTS AND DISCUSSIONS

Table 5. Descriptive Statistics

Descriptive Statistics
Constrains Mean Std. Deviation Std. Error Skewness Kurtosis

Complex Loan 1.5 0.595 0.059 0.735 -0.41
Initial Capital 

Collection 1.33 0.514 0.051 1.184 0.335

Business 
Experience 1.47 0.577 0.058 0.764 -0.395

Initial Training 1.46 0.558 0.056 0.694 -0.569
Legal Document 1.49 0.502 0.05 0.041 -2.04

High Interest 1.34 0.572 0.057 1.483 1.252
Guarantor Problem 1.28 0.473 0.047 1.284 0.374

Family Obstacle 1.62 0.546 0.055 0.075 -0.913
Saving Condition 1.42 0.554 0.055 0.87 -0.278

In this descriptive statistics represents the overall details of regarding women entrepreneurs in 
financial constraints. Whereas, complex loan trends, family obstacles, business experience, legal 
documents, guarantor problem, and interest rates prioritized in our study. 

Table 6. Reliability Statistics

Reliability Statistics

Cronbach's Alpha Cronbach's Alpha Based on 
Standardized Items N of Items

0.912 0.912 9
In the reliability statistics Cronbach’s Alpha is 0.912. 

Table 7. KMO and Bartlett’s Test

KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.758

Bartlett's Test of Sphericity

Approx. Chi-
Square 393.499

df 36
Sig. 0

In our study, we applied the Kaiser-Meyer-Olkin Measure of Sampling Adequacy (KMO) and 
Bartlett’s Test how adequate our sampling measurement and we found positive relevance and very 
satisfactory result. Usually 0 <KMO <1. And if KMO> 0.5, the sample was considered adequate. 
Here KMO = 0.758, which indicates that the sample is adequate and we can proceed with the factor 
analysis.  The approx. Chi-Square is 393.499 with 36 degrees of freedom.  Here, with a significance 
level of 95%, α = 0.05. The p-value (Sig.) is .000 <0.05, so the factor analysis is valid.



ECONOMICS

46

Table 8. Communalities

Communalities
Initial Extraction

Complex Loan 1 0.693
Initial Capital Collection 1 0.678

Business Experience 1 0.782
Initial Training 1 0.607

Legal Document 1 0.846
High Interest 1 0.712

Guarantor Problem 1 0.829
Family Obstacle 1 0.813

Saving Condition 1 0.557
Extraction Method: Principal Component Analysis.

Extraction communalities considered for the factors in the factor solution. Small values indicate 
variables that do not correspond well to the factor solution and may need to be removed from the 
analysis. The extraction communalities for this solution are acceptable, although the lower values 
of Multiple Lines and Calling Card show that they do not match as well as the others.

Table 9. Total Variance Explained
  

Total Variance Explained

Comp. Initial 
Eigenvalues

Extraction Sums of Squared 
Loadings Rotation Sums of Squared Loadings

Total % of 
Variance

Cumulative 
% Total % of 

Variance
Cumulative 

% Total % of 
Variance

1 4.101 45.566 45.566 4.101 45.566 45.566 2.69 29.886
2 1.264 14.05 59.616 1.264 14.05 59.616 2.651 29.458
3 1.151 12.783 72.399 1.151 12.783 72.399 1.175 13.055
4 0.672 7.462 79.861
5 0.517 5.75 85.611
6 0.501 5.566 91.177
7 0.365 4.052 95.229
8 0.277 3.073 98.303
9 0.153 1.697 100

Extraction Method: Principal Component Analysis.

In the present research the first 3 factors explain 72.399% of variance explained how financially 
female confronting constrains. The VARIMAX rotation tries to maximize the variance of each of 
the factors. 
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Figure 1. Screen Plot

The scree plot (Kattle Criterion) graphs the Eigenvalue against the each factor on the abscissa. This 
graph shows that after factor 3 the total variance accounts for smaller and smaller amounts.

Table 11. Component Transformation Matrix

Component Transformation Matrix
Component 1 2 3

1 0.709 0.699 -0.091
2 -0.699 0.714 0.044
3 0.095 0.032 0.995

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser 
Normalization.

Component Matrixa

Component
1 2 3

Complex Loan 0.733 -0.349 -0.185
Initial Capital Collection 0.737 0.144 0.338

Business Experience 0.575 0.623 -0.253
Initial Training 0.652 0.426 0.023

Legal Document -0.279 0.095 0.872
High Interest 0.748 -0.036 0.388

Guarantor Problem 0.651 -0.627 0.109
Family Obstacle 0.875 0.215 -0.023
Saving Condition 0.663 -0.321 -0.122

Extraction Method: Principal Component Analysis. A 3 components extracted.
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The relationships in the un-rotated factor matrix are somewhat flawless. The third factor is 
associated with Legal Document, The second corresponds most strongly to Business Experience, 
and the first factor is associated with Complex Loan, Initial Capital Collection, High Interest, and 
Family Obstacle. In this study, the complex loaning process and high-interest rate, grantor problem, 
and family obstacles shown in Pearson Correlation’s are 0.475, 0.610, and 0.622.
The investigation additionally found that the greater expense of bank support is a snag for 
women entrepreneurs’ visionaries in Bangladesh. All in all, the benefits of little and medium-
sized organizations in Bangladesh are not high. At the point when the loan interest is high, it is 
hard for little and medium-sized organizations. Along these lines, the loan interest in the banks 
ought to be brought down. In the event that the impediments to getting and other money-related 
administrations from banks and different kinds of monetary associations can be expelled, women 
entrepreneurs’ people can build up their business and improve a much commitment to the nation.

4. EXPLORATORY DISCUSSIONS AND ANALYSIS

4.1. COMPLICATED LOAN PROCEDURE 

First, following the above chart, the intricate procedure of loan disbursement has been renowned 
as an obstacle for women entrepreneurs in Bangladesh to get loans from banks and other financial 
institutions: 
participants 39 years old women, Magura, Jashore, Owner of a Vegetables Farm: “I have been to banks 
and even some micro-credit organizations to get some loans but they wanted some documents such as 
registration of a business, national ID, security letter from solvent people, local chairman certificates, 
and even marriage certificate to prove the present marital status. This demotivated me to go again to 
the bank and officers in micro-finance wanted similar to banks. I am a rural woman, I do not have all 
these. Then I didn’t manage the credits.”        
A participants 43 years’ old women, Raozan, Chattogram, Owner of a Chicken Farm: “Initially, I 
confronted many difficulties to open a bank account but after opening the account, I came to know 
that I have to open another account to get loans for my business! It made me down but I tried my best 
and got loans. But, it should not be problematic to open a bank account and get loans, because we 
cannot travel to the bank every day, since we have works to do at my firm.”  
Additional respondents also shared related information about the complicated procedure of 
opening bank accounts, which makes hurdles for women entrepreneurs.  

4.2. HIGH-INTEREST RATES 

With regard to the accessibility of capital and credit, many participants emphasized the demand for 
collateral and high-interest rates as the main factors influencing their inability to access capital in 
the form of bank loans. The type and value of the collateral, according to participants, determined 
the amount of the loans received. This is expressed in the following statements: 
Participants 42 years old women, Panchhat, Kishorganj, Owner of a Fisheries & Vegetable Firm: “If 
you go to the bank with land papers or house papers they are happy to give you big loans because if 
you don’t pay the loan, they will sell the land or house to get their money. So we the women who don’t 
have these things cannot go to the banks. If we able to manage loans which amount is insufficient to 
invest in our business against with high curve of interest.”   
Participants 47 years old man, Panchhat, Kishorganj, Firming and paddy cultivation: “The credits 
proposed by banks and micro-credit organizations as well as non-governmental organizations are 
above expectations. I have to earn money to cover all the expenses of the business, then interest. If the 
interest rate is high, there is no reason in borrowing because I will fall in a pitfall.” 
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4.3. INSUFFICIENCY OF BANKING OFFICIAL INFORMATION 

Several participants stated that they did not have the support of bank employees when they went 
to banks for loans and other services. One of the ranchers said, the participant’s 50 years old man, 
Cloth Shop, Owner, Natore, Rajshahi
“For bank loans that I went to bank several times to open a bank account, But bank officials requested 
different types of documents in different time, which had a tedious task of managing them on time to 
obtain a loan from the bank. Although this bank has promoted its banking service, it is more flexible 
and transparent, but the reality is different. We want condition apply free services not trapped by 
hooked advertising.” 
Another, participant’s 35years old woman, Rancher, Chandpur: “I usually had no financial knowledge 
of bank procedures. When I went to the reputed bank and requested help, the officials showed me a 
negative attitude. It could be my dress or face and waited for a long time. I felt scared and I come out 
immediately. Then I’ve never been to the banks. Later, I contact the local microcredit organization. 
They were almost the same, but I finally took some money at a very high-interest rate, which annoyed 
me to pay back soon.”  
 And, the Participant’s 41 years old woman, Vegetable Farming, Putia, Rajshahi: “When I went to the 
bank, I had to waste my whole day, for example at 10:00 am, but I cannot finish before 3:00 pm, there 
are procedures in banks and sometimes very long because I had to queue long and also walk from 
table to table other, what was really exhausting for me.  One thing I observed, bankers feel ease and 
confident to provide loans to males rather than females.”                                
The participant 54 years old man, auto-rickshaw puller owner, putia, rajshahi: “Because I am not 
educated and so I feel afraid to talk with educated officials. If I do any mistake while talking to them. 
So, some officials provide different information about the documents required to open an account and 
apply for a loan. As a result, account holders and those who want to open the account face a major 
problem. They don’t show much interest in helping us do everything well, but they seem to like making 
things complicated.”  

4.4. DISCRIMINATIONS ON THE BASIS OF GENDER 

For the family’s wellbeing, a rural women entrepreneur intended for training from local NGOs. Her 
husband didn’t accept it nicely and her father-in-law didn’t support much from the conservative social 
aspect after successfully accomplish the training, she went to the bank and tedious documentation 
process and grantor issues she had to face cumbersome experience but didn’t eschew from her 
determinations and after all hurdles now she set up her own cattle firm and producing vegetables 
on her fertile 0.50-acre lands. 
A Participant 41 Years Old Women, Magura, Jashore, And Owner of a Vegetables Farm: “I brought up 
from a traditional conservative family and married a conservative religious person. I had to survive 
for training, bank loans, and grantor. Every sphere I had to faces inhuman torments and it’s not so easy 
to share in brief. I had a concrete dream to make it effective and I did it finally. Now, I turning well off 
in my family and happily supporting to family and sent my children to school. Though, we are living in 
a digital life but still our parents’ generation living in their life decades and traditional norms.”  

4.5. NO BANK ACCOUNT OF WOMEN’S

The vast majority of rural women and women entrepreneurs do not have a bank account. Our study 
suggests, the result indicates that women are now more sensible and acumen than men. For family 
reasons such as the head of household, control, administration, customs, the priority of power, lack 
of confidence, education, the uncertainty of security, and distance from the financial institutions 
are fundamental considerations to be financially excluded from women.
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4.6. INTEREST FREE BURN & DISABLE LOAN FROM GOVT. 

 Bangladesh Govt. has approved an interest-free Burn & Disable loan. The fund was raised eighty-
one crore Taka (Bangladeshi Currency) (in Bangladeshi currency) and seventy-eight crore Taka 
(Bangladeshi Currency) (in Bangladeshi currency) was invested in burn and disable credits. 
According to reports from the Ministry of Social Welfare in Bangladesh, 91,000 people benefited 
from this loan program. Low-income acid burning and disabled people with an average per capita 
annual income of at most 60,000 Taka (Bangladeshi Currency) ($723) can take out a loan of 5,000 
to 20,000 Taka (Bangladeshi Currency) ($60-$241). In addition, a one-time grant of 5,000 to 15,000 
Taka (Bangladeshi Currency) ($60-$181) for an acid-burned poor person.

4.7. CORRUPTION FOR LOAN SANCTION

Throughout our interview, we had found several cases regarding loan sanction corruption from 
govt. and private credit organizations. Both stakeholders have mediators and corrupted officials 
who take the leveraged share from the burn & disable people’s loan. 
The participants 32 years’ old women, Bhurungamari, Kurigram: “While I was suffering from acid 
burns and after my recovery, I wanted to do something for the safe future and my family. I went to 
banks and microcredit office, two places where two officials told me that if he sanctioned a loan, I 
would have to pay 3,000 Taka (Bangladeshi Currency) ($36), even my loan up to 60,000 ($723), he 
would have to pay 5,000 Taka (Bangladeshi Currency), the loan being free of interest. “
Another, Participants 42 years’ old woman, Cloth Shop Owner, Kishorganj
“I borrowed from the BRAC NGO. I’m physically handicapped. It was not a problem to take out 
the loan for the first time, but the borrower did not leave my house because I could not pay the loan 
installment properly and abused me. I speak a little quietly and socially I accept inferiority. I later did 
borrow from another local NGO. In this case, I had to take out a loan of Taka (Bangladeshi Currency) 
20,000 with a bribe of Taka (Bangladeshi Currency) 3,000. Such a situation always happens at the 
local level.”

4.8. AMBIGUOUS BUSINESS STRATEGY 

Lack of codified business strategy, proper investment & expenditure, inefficient business plan, and 
poor system of serving clients considering stakeholders’ inability to give loans to women micro-
business. This is explained below:
 A manager of the microfinance institution, Kishorganj: “See, micro-credit provide to women is a big 
risk.  Generally, they come up with influenced by peer group and undefined business goals where fulfill 
to their customer desire is at high risk.  In this circumstance, this makes it very difficult to grant a loan 
to these women. So the only thing we do is to use their savings as collateral to give them a little loan 
we think they deserve.” 

4.9. LOAN HAS GIVEN POSITIVE CHANGES OF LIFE 

A frequently asked question to almost all of the borrowers was, «Is the loan working for you?» 
Other questions were, «What else do you think is necessary to be a successful entrepreneur in 
addition to the loan?» And «When it comes to starting a new business, is the loan enough?» One of 
the interviewees, who had almost 18 years of experience in taking out loans at BRAC Bank, replied 
that she had become completely self-sufficient. Now his small business has become productive and 
has supported his household income, and his finances are in good shape: 
Participants 39 years’ old women, Raozan, Chattogram: “This loan has increased my household 
income at a good pace. On the one hand, this loan paved the way for income and, on the other hand, 
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it increased my wealth. Not only I, but many of the women in the neighborhood have had great success 
in increasing their household income through this loan.” 
 
4.10. LOAN INVEST IN UNPRODUCTIVE WAY

To maintain the relevant of our study we heard from both stakeholders opinion to figure out the 
real facts, so one of the mid-level bank official claimed that
A participants 42 years old man, Branch Manager, Agrani Bank, Dhaka: “The most of the cases 
applicants apply for SME loan but they utilize this loan for unproductive way and several times we 
investigate to ensure legitimate use of loaning money. We have to keep up a track record and how 
many borrower changes their life by taking this financial benefits and our prime motto equally include 
into everyone in our financial frameworks. Recently, we experienced a few cases, credit candidates 
applying loans beyond their needs and they couldn’t show a sensible records and answer.” 

5. RESEARCH LIMITATIONS AND DIRECTIONS FOR FUTURE 
RESEARCH 

Similarly newest analyses, this exploration also has a few confinements. Right off the bat, the 
size of the example is a constraint in light of the fact that the outcomes can’t be summed up. The 
exploration was similarly directed in a rural area including female business people from a couple 
of business associations. In any case, in future research, a bigger example could be incorporated. 
Future experts could also apply the outcomes from this examination in a quantitative methodology 
utilizing an overview to sum-up, the information incomparable and different settings, for instance 
in the urban regions of Bangladesh and different nations. In addition, future investigations can 
equally be directed by method for a blended methodology utilizing overviews, meetings, and center 
gathering conversation forms.
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CONCLUDING REMARKS AND SUGGESTIONS 

This research study suggests how rural women entrepreneurs face the constraints of financial 
institutions to manage loans and several factors influence it in the informal economy of rural 
Bangladesh. This inquiry found that a variety of institutional, personal, and contextual factors 
that influenced and hampered women’s entrepreneurship and financial exclusions. The main 
institutional impediments in the order of their importance were requirements for collateral, saving 
conditions, biased selection criteria, and complex bureaucracy as well as other factors. Demand 
for collateral and insufficient credit size, the diverse responsibilities of women, peer pressure or 
negative attitudes towards the loan program, and the lack of business knowledge were identified 
as major personal constraints. High levels of competition among women and challenging working 
conditions were cited as contextual factors that hampered women’s entrepreneur.   
Bangladesh is considering the 7th fastest growing economy in the world and achieved 29th position 
by purchasing power parity and the development of women entrepreneurs would have a very 
positive impact on the broad-spectrum business prospects in this country in the informal economy. 
This study identifies some significant obstacles, which is why women entrepreneurs should offer all 
possible benefits in removing the hurdles ((Esayas & Tolossa, 2015; Connerley & Wu, 2016; IMF). 
Our inquiry supported this study where they recommended to remove barriers for women and 
proposed not an individual endorsement (Nawaz, 2012; Baporikar, et al, 2016; Jannuzi & Peach, 
2019). The current government is unremittingly advising banks to simplify the credit process. Thus, 
the existence of this barrier is certainly terrifying for the respective policymakers. 
Moreover, technological developments, particularly among private, commercial and public 
banks in Bangladesh, are expected to reduce the complexity of the loan payment process Owing 
to technological developments, mainly private, commercial and public banks in Bangladesh are 
anticipated to lessen the intricacy of the loan payment process (Hasan et al., 2016). Thus, this study 
could provide a source for senior government officials, as well as senior banking authorities, to 
take the right initiatives to reduce complex credit processes and suggesting to implement necessary 
sustainable policy to ensure women can be included by financially and bring changes in their lives. 
This research is also an essential contribution to justify the need to reduce interest rates. If the 
interest rate is lowered, the number of entrepreneurs can increase and existing SMEs can borrow.
In addition, this research also focused that bank officials do not offer much support to women 
entrepreneurs, which should be corrected because if women entrepreneurs in rural areas in 
Bangladesh do not receive support from bank officials, they are not interested in opening accounts 
and taking out loans without savings. This report also supported by the study of Chowdhury, et 
al, (2013); Sattar et al, (2016), Who also commended hiring more bank officials to assist women 
who are applying for credit and other banking services can adopt smoothly, De Vita et al., (2014) 
and Ghosh et al., (2018).  The study also shows a trend among officials to grant loans to women 
entrepreneurs, which must also be reduced interest and intricacy because women can do flexible 
business successfully and repay the loans.  
This study also recognizes the negative prejudice against female account holders among officials 
as an obstacle (Connerley & Wu, 2016; Ghosh et al., 2018). Therefore, bank employees can 
provide training and development in the banks, so that their perception of entrepreneurs and 
other customers can be shifted. The study also found that the higher cost of maintaining banks 
is a barrier for women entrepreneurs in Bangladesh. In general, the profits of small and medium 
enterprises in Bangladesh are not very high. When the interest rate is high, it is very difficult for 
small and medium businesses. Therefore, the interest rate in banks should be lowered. If barriers to 
borrowing and other financial services from banks and other types of financial organizations can 
be removed, women entrepreneurs can grow their businesses and make a much better contribution 
to the country.
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INTRODUCTION

The organizational culture or what is known as «the organization values and personality» was not given 
the natural interest before the second half of the twentieth century. The 1970s era had witnessed an 
increasing interest in this concern, and culminated in the 1990s. In addition, the attention of the writers 
and researchers in the field of management and organizational behavior increased in the issue of the 
organizational culture. They dealt in it through many aspects and dimensions since it is one of the most 
important factors of the success of the contemporary organizations, and an influential factor in their 
management, which work throughout the concept of the gradual transference toward the universality 
and its challenges. Moreover, the organizations are in real need for change and achieving high levels 
of efficiency and performance in order to enable them continue, compete and excel, and to adjust in 
conformity with the ambient environmental variables. 
The organizational culture plays an important role and occupies a distinguished status in the managerial 
performance and development, which is deemed characteristic of the modern age. All institutions and 
departments of both the public and private sectors need it to face the accelerating world events, since 
the world had turned into a small village connected by the latest communication methods. It made it 
impossible for any country, organization or department to live in isolation of these changes, because this 
means their inability to survive before the environmental challenges they face .
Total Quality is a description of the philosophy, culture and attitude of a company that strives to 
provide customers (both internal and external) with products and services that satisfy their needs. 
TQM philosophy expect quality in all aspects of the company’s operations, with processes being 
done right the first time and defects and waste eradicated from operations. 
For more than four decades after independence the companies in Algeria enjoyed a protected market 
with virtually no competition, and some of them even monopolized the market, with customers 
having little or no choice. As a result, complacency set in and no pressure existed for improvement 
or change. However, the policy of economic liberalization adopted by the Algerian Government 
since late 1990s, has thrown open new avenues and challenges to companies in Algeria. The new 
policy has resulted in open doors through which global corporate players have entered the Algerian 
markets, and are threatening the domestic manufacturers and suppliers, using quality as a weapon. 
This has compelled the managements of Algerian public companies to look for those tools and 
techniques, proven and tested, which would help it to maintain and improve their strategies.

1. ORGANIZATIONAL CULTURE

1.1. CONCEPTS AND DEFINITIONS OF ORGANIZATIONAL CULTURE

When we talk about organizational culture, we are talking about the employee experience, the 
internal view. What do the employees think? What is it like, to work here? How can the leadership 
keep them engaged, loyal, and devoted? Organizational culture, the employee experience, is 
a steady setting for every organization’s daily operations. It does not matter if the organizations 
develop a high-quality product or plan a killer kick-off meeting, if there is an underlying attitude 
of unpleasantness, resentment, or boredom, the long-term outlook for the organization will not 
be good. Organization culture is the filter through which everything else happens. Meanwhile 
creating a positive employee experience is a universal goal, but there is more than one way to 
get there. And the lines between functions and duties are often blurred. (Brown, Melian, Solow, 
Chheng & Parker, 2015) . As a summary, Yanagi stated that organizational culture can be defined 
as ‗philosophies and values shared by the members of organizations and their behavioral patterns 
for translating them into practical actions‘. Another often referred-to definition of organizational 
culture was devised by  Arnold (2005, p 625) indicates that “organizational culture is the distinctive 
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norms, beliefs, principles and ways of behaving that combine to give each organisation its distinct 
character”. These two definitions suggest that organizational culture distinguishes one organisation 
from another organisation. Therefore,  Organizational culture has been attracting more attention in 
the last few decades due to its potential role in improving the organization’s future prospects from 
the managerial perspective (Fisher & Wilmoth, 2018; Hutchison et al., 2019; Jaskyte & Kisieliene, 
2006; Schein, 2010). Watson (2006) stated that culture was originally derived from a metaphor of 
the organization as “something cultivated.” However, culture is also a moderator of the relations 
among other variables. For instance, the effect of gender on the importance people attribute to 
their personal values depends on the prevailing cultural orientations in a society. (Schwartz, 2013). 
Similarly, recent studies on organizational culture have focused more on intangible qualities such 
as values, behaviors and attitudes which help in the decision-making and development processes. 
Some researchers stress on the point that organizational culture is the climate and practices that 
support the development cycle within organizations by dealing with people (Schein, 2010).
Talking about organizational culture seems to mean talking about the importance for people of 
symbolism – of rituals, myths, stories, and legends – and about the interpretation of events, ideas 
and experiences that are influenced and shaped by the group within which they live. This approach 
draws people‘s attention to artifacts in organizations and the meanings attached to them, and to an 
awareness of history, of the past in organizations having a bearing on the present and the future in 
those organizations‘.
Although many ideas about organizational culture seem to be shared by organizational researchers, 
there are important differences and even disagreements. For example, some see the term 
‗organizational culture‘ as a metaphor and they try to understand the attributes of culture that might 
be relevant to organizations in terms of symbolic process. Others see organizational culture as a 
thing, an objective entity (‗organizations have cultures‘) that can be examined in terms of variables 
(independent And dependent) and linked to other things such as performance, satisfaction, and 
Organizational effectiveness.
There is disagreement as to where the organizational Culture originates, whether the unconscious 
mind plays a role, whether there is a single Organizational culture or many cultures, whether an 
organization’s culture or cultures can be managed, whether organizations have cultures, or are places 
to study cultures, whether and how organizational cultures can be studied and whether they should 
be studied at all (Frost et al. 1985, pp. 17-18). Numerous other definitions of organizational culture 
have been put forward which resemble one another only in their vagueness. It seems that no single 
element is Detachable that might enable the organizational culture to be measured (Graves 2011). 
The way we do things around here‘ might be the most common sense and easy-to-understand 
definition of organizational culture.
However, it oversimplifies the concept and misses powerful underlying concepts and processes. It 
is better to regard organizational culture as referring to the shared assumptions, beliefs, values and 
norms, actions as well as artifacts and language patterns in an organization. It should be regarded 
as an acquired body of knowledge about how to behave and shared meanings and symbols, which 
facilitate everyone‘s interpretation and understanding of how to act within an organization. ‗Culture 
is the unique whole, the heart and soul that determines how a group of people will behave. Cultures 
are collective beliefs that in turn shape behavior.
A key role for organizational culture is to differentiate the organization from others and provide 
a sense of identity for its members. Organizational cultures do not necessarily have to always be 
logical or consistent; in fact, they seldom are and can appear quite haphazard and chaotic to the 
outsider. It can also have subgroups with different cultures and with varying agendas. A strong 
culture is one that is internally consistent, is widely shared, and makes it clear what it expects and 
how it wishes people to act and behave.
An important point made by some researchers while exploring the concepts and a definition 
of organizational culture is the stress that culture is a dynamic, evolving Process, not at all 
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static. Morgan (1986), for example, argued that culture must be understood as an active, living 
phenomenon through which people create and recreate their worlds. Schein (2010) also stated that 
organizational culture changes over time and becomes more embedded into the ‗out-of-awareness‘ 
functioning of an organization.
Both Morgan and Schein‘s views imply that key individuals have a crucial role to play in shaping 
and refining the culture. Schein (2010) claimed that ‗organizational culture are created by leaders 
and one of the most decisive functions of leadership may well be the creation, the management, 
and the destruction of culture‘.
Although the main focus of this research is culture at the organizational level, it is also important that 
due attention be given to the broader external societal, cultural context within which organizations 
are embedded. Cultures are ―layered‖ as stated by researchers. Cultures permeate many levels of 
social life simultaneously. Some aspects of culture are nearly universal, like the high value placed 
on family bonds and good childcare. Other cultural themes are characteristic of whole regions of 
the world (regional culture). 
Organizational culture, therefore, has to be viewed in a broader perspective, with due 
consideration given to the interrelation or the linkages between cultural themes at the regional, 
national, organizational and individual levels. Despite the various definitions and perspectives on 
organizational culture, one thing is universal amongst most of them, and that is the shared nature of 
the beliefs, Philosophies, norms …etc. In essence, many claimed that the function of organizational 
culture is to create a feeling of ‗esprit de corps‘ within the organization (Souza, 2001). If this is 
so, then we should attempt to examine why organizational culture is regarded so important and 
valuable.

1.2. DIFFERENT ASPECTS OF ORGANIZATIONAL CULTURE

Geert Hofstede, has presented different approaches and perspectives on culture (at both national 
and organizational level) in his numerous research and publications (Hofstede 1980, 1986, 1991, 
1993, 1994). He argued that organizational cultures should be distinguished from national cultures. 
Cultures manifest themselves, from superficial to deep, in symbols, heroes, rituals and values etc. 
National cultures differ mostly on the values level; while organizational cultures at the levels of 
symbols, heroes and rituals, together labeled ‗practices‘. Hofstede (1980) studied the differences in 
national cultures for over fifty countries. The cultures show five independent dimensions of values: 
power distance; individualism versus collectivism; masculinity versus femininity; uncertainty 
avoidance; and Confucian dynamism. (Jusuf & Shpresa, 2016)

 • Power distance: a measure of the inequality between ‗bosses‘ and inferiors, the extent to 
which this is accepted.
 • Uncertainty avoidance: the degree to which one is comfortable with or feels threatened 
by ambiguous, uncertain situations, the extent one can or cannot tolerate uncertainty and tries to 
avoid it by establishing more structure.
 • Individualism – Collectivism: the degree to which a culture relies on and has allegiance to 
the self or the group.
In other words, it is the degree to which one thinks in terms of ‗I‘ versus ‗we‘; either ties between 
individuals are loose or people are part of a cohesive group throughout their lives.
 • Masculinity – Femininity (also known as achievement versus nurturance orientation): the 
degree to which a culture values such behavior as assertiveness, achievement, acquisition of wealth 
or caring for others, social support and quality of life.
 • Confucian dynamism: this fifth dimension was later added following Hofstede‘s work 
with Michael Bond
(Hofstede & Bond 1988) which was meant to explain the rapid economic development of many 
Asian countries. This dimension refers to the selective promotion of particular set of ethics found 
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in Confucian teachings. Particular teachings that lead to economic development include thrift, 
perseverance, a sense of shame, and following a hierarchy. Other Confucian teachings are less 
emphasized such as tradition and protecting face. The impact of long-term or short-term orientation 
is also studied as part of this dimension.
National culture differences are reflected not only in solutions to organization problems in different 
countries, but also in the validity of management theories in these countries. Different national 
cultures have different preferred ways of structuring organizations and different patterns of 
employee motivation. For example, they limit the options for performance appraisal, management 
by objectives, strategic management and humanization of work. In his research into organization 
cultures, Hofstede identified six independent dimensions of practices:

 • Process-oriented versus results-oriented;
 • Job-oriented versus employee-oriented;
 • Professional versus parochial;
 • Open systems versus closed systems;
 • Tightly versus loosely controlled; and
 • Pragmatic versus normative

The position of an organization on these dimensions is determined in part by the business or 
industry the organization is in. Scores on the dimensions are also related to a number of other ‗hard‘ 
characteristics of the organizations. These lead to conclusions about how organizational cultures can 
be and cannot be managed. In the case of international business, it means handling both national 
and organizational culture differences at the same time. Hofstede argued that ‗organizational 
cultures are somewhat manageable while national cultures are given facts for management; 
common organizational cultures across borders are what keep multinationals together. While 
defining culture as ‗the collective programming of the mind which distinguishes the members of 
one human group from another‘, Hofstede (1991, 1997) emphasizes that culture is not a property 
of the individuals, but of groups. Country boundaries are usually cultural boundaries, and national 
culture is instilled from birth. It has to do with what is considered proper, civilized behavior in 
that country: It includes, for instance, how to act towards strangers, colleagues, and family; how to 
address somebody, whether to look them in the face, when to invite them home etc…
Some other researchers, while studying organizational culture, noted that an organization‘s structure 
is a determinant of its culture, i.e. certain structures create certain type of cultures, as reflected in 
Charles Handy‘s work. He outlines a simple framework for categorizing cultures. Handy also uses 
four (4) Greek Gods to illustrate his basic approaches and the organizational cultures that result 
(Handy 1991). His four organizational cultures are very easy for people to understand and groups 
easily readily identify with them and begin to explore their culture through the models he uses:
Role Culture: is perhaps the most readily recognized and common of all the cultural types. It is 
based around the job or role rather than the personalities and is epitomized by what we tend to 
think of as the traditional hierarchical structure. As such, it is often referred to as a bureaucracy – 
controlled by procedures, role descriptions and authority
definitions. Co-ordination is at the top. Job position is central. Its strengths are in its predictability, 
stability and consistency while it‘s obvious opposites of inflexibility and slowness of reaction and 
adjustment are its weakness. A role culture creates highly structured, stable organization precise 
job descriptions, usually with a single product. Because of the focus on the role this culture tends 
to be impersonal, and by implication restrictive, suppressing individuals attempts at improvements. 
It does not take much thought to work in a role culture. Change is therefore relatively slow and is 
often only brought about by fear – hardly the best atmosphere for progress.
Task Culture: is one where management is basically concerned with the Continuous and successful 
solution to problems. Performance is judged in terms of results and problems solved. Although a 
structure exists, it is flexible and capable of being formed and reformed depending upon the task 
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in hand (more flexible and adaptable). Handy (1991) likens it to a net where the power comes 
from the junctions or interstices. The organization is therefore a more loosely bound than the role 
model. It is very much a small team approach – the network organisation – small ‗organizations‘ 
cooperating together to deliver a project. The emphasis is on results, problem-solving, getting things 
done. Individuals empowered with discretion and control over their work. Power and respect come 
from individual knowledge and talent rather than rank or position. The power being influenced 
from various positions depending upon the current task.
Power Culture: It is like a web with a ruling spider. Those in the web are dependent on a central 
power source. Rays of power and influence spread out from a central figure or group and lines of 
communications do not radiate out from this center but also link sideways across the organization. 
In this type of organization, power derives from the top person, and a personal relationship with 
that individual matters more than any formal title or position. The dominant influence of the center 
results in a structure that is able to move quickly and respond to change and outside threats. This 
ability is gained not by formal methods but by the selection of like-minded individuals who in key 
positions are able to ‗guess what the Boss would do‘ without the need for conformist systems. This 
culture is often found in small entrepreneurial organizations and political groups but will frequently 
breakdown as they grow since the web is more difficult to maintain with size. Alternatively, the 
culture may spawn subsidiary webs.
Person (Star) Culture: The individual is the central point. If there is a structure, it exists only to serve 
the individuals within it. The culture only exists for the people concerned; it has no super-ordinate 
objective. Although not a common culture for an entire organization to be based, it is none the less 
found in small areas of large companies. The culture is that of educated and articulate individuals, 
specialists who have come together because of common interest – solicitors, academic researchers, 
consultants etc… They may use some common office services but generally operate independently. 
They tend to have strong values about how they will work and are very difficult for the organization 
to manage. The organization – the ―existential‖ organization exists so that individuals can achieve 
their purposes e.g. universities, medical practices and professional groupings. Charles Handy 
(1991-video) describes attempting to control this type of organization as ‗like trying to herd a 
group of tom cats‘. It is easily observed that while the first two cultural models focus on the role or 
task, the last two place the emphasis on individuals.

2. DEFINITIONS OF TOTAL QUALITY MANAGEMENT

Total Quality Management is a management approach that originated in the 1950’s and has steadily 
become more popular since the early 1980’s. Total Quality is a description of the culture, attitude 
and organization of a company that strives to provide customers with products and services that 
satisfy their needs. The culture requires quality in all aspects of the company’s operations, with 
processes being done right the first time and defects and waste eradicated from operations.
Total Quality Management, TQM, is a method by which management and employees can become 
involved in the continuous improvement of the production of goods and services. It is a combination 
of quality and management tools aimed at increasing business and reducing losses due to wasteful 
practices.

2.1. TOTAL QUALITY MANAGEMENT DEFINED

TQM is a management philosophy that seeks to integrate all organizational functions (marketing, 
finance, design, engineering, and production, customer service, etc.) to focus on meeting customer 
needs and organizational objectives.
TQM views an organization as a collection of processes. It maintains that organizations must 
strive to continuously improve these processes by incorporating the knowledge and experiences of 
workers. The simple objective of TQM
is «Do the right things, right the first time, every time». TQM is infinitely variable and adaptable. 
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Although originally applied to manufacturing operations, and for a number of years only used in 
that area, TQM is now becoming recognized as a generic management tool, just as applicable in 
service and public sector organizations.
There are a number of evolutionary strands, with different sectors creating their own versions from 
the common ancestor. TQM is the foundation for activities, which include:

 • Commitment by senior management and all employees
 • Meeting customer requirements
 • Reducing development cycle times
 • Just In Time/Demand Flow Manufacturing
 • Improvement teams
 • Reducing product and service costs
 • Systems to facilitate improvement
 • Line Management ownership
 • Employee involvement and empowerment
 • Recognition and celebration
 • Challenging quantified goals and benchmarking
 • Focus on processes / improvement plans
 • Specific incorporation in strategic planning

This shows that TQM must be practiced in all activities, by all personnel, in Manufacturing, 
Marketing, Engineering, R&D, Sales, Purchasing, HR, etc.

2.2. PRINCIPLES OF TQM 

The key principles of TQM are as following:

 • Management Commitment
 -Plan (drive, direct)
 -Do (deploy, support, participate)
 - Check (review)
 - Act (recognize, communicate, revise)
 • Employee Empowerment
 - Training
 - Suggestion scheme
 - Measurement and recognition
 • Excellence teams
 - Fact Based Decision Making
 - Continuous Improvement
 - Systematic measurement and focus on CONQ
 - Excellence teams
 - Cross-functional process management
 - Attain, maintain, improve standards
 • Customer Focus
 - Supplier partnership
 - Service relationship with internal customers
 - Never compromise quality
 - Customer driven standards
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2.3. THE CONCEPT OF CONTINUOUS IMPROVEMENT BY TQM

TQM is mainly concerned with continuous improvement in all work, from high level strategic 
planning and decision-making, to detailed execution of work elements on the shop floor. It stems 
from the belief that mistakes can be avoided and defects can be prevented. It leads to continuously 
improving results, in all aspects of work, as a result of continuously improving capabilities, people, 
processes, technology and machine capabilities.
Continuous  improvement  must  deal  not  only  with  improving  results,  but  more  importantly  
with  improving
capabilities to produce better results in the future. The five major areas of focus for capability 
improvement are demand generation, supply generation, technology, operations and people 
capability.
A central principle of TQM is that mistakes may be made by people, but most of them are caused, or 
at least permitted, by faulty systems and processes. This means that the root cause of such mistakes 
can be identified and eliminated, and repetition can be prevented by changing the process.
There are three major mechanisms of prevention:

•  Preventing mistakes (defects) from occurring (Mistake - proofing or Poka-Yoke).
•  Where mistakes can’t be absolutely prevented, detecting them early to prevent them being 
passed down the value added chain (Inspection at source or by the next operation).
•  Where mistakes recur, stopping production until the process can be corrected, to prevent 
the production of more defects. (Stop in time).

3. IMPLEMETATION PRINCIPLES AND PROCESSES

A preliminary step in TQM implementation is to assess the organization’s current reality. Relevant 
preconditions have to do with the organization’s history, its current needs, precipitating events 
leading to TQM, and the existing employee quality of working life. If the current reality does not 
include important preconditions, TQM implementation should be delayed until the organization 
is in a state in which TQM is likely to succeed.
If an organization has a track record of effective responsiveness to the environment, and if it has 
been able to successfully change the way it operates when needed, TQM will be easier to implement. 
If an organization has been historically reactive and has no skill at improving its operating systems, 
there will be both employee skepticism and a lack of skilled change agents. If this condition prevails, 
a comprehensive program of management and leadership development may be instituted. A 
management audit is a good assessment tool to identify current levels of organizational functioning 
and areas in need of change. An organization should be basically healthy before beginning TQM. If 
it has significant problems such as a very unstable funding base, weak administrative systems, lack 
of managerial skill, or poor employee morale, TQM would not be appropriate.
However, a certain level of stress is probably desirable to initiate TQM. People need to feel a need 
for a change. Kanter (1983) addresses this phenomenon be describing building blocks which 
are present in effective organizational change. These forces include departures from tradition, a 
crisis or galvanizing event, strategic decisions, individual «prime movers,» and action vehicles. 
Departures from tradition are activities, usually at lower levels of the organization, which occur 
when entrepreneurs move outside the normal ways of operating to solve a problem. A crisis, if 
it is not too disabling, can also help create a sense of urgency which can mobilize people to act. 
In the case of TQM, this may be a funding cut or threat, or demands from consumers or other 
stakeholders for improved quality of service. After a crisis, a leader may intervene strategically by 
articulating a new vision of the future to help the organization deal with it. A plan to implement 
TQM may be such a strategic decision.
Such a leader may then become a prime mover, who takes charge in championing the new idea and 
showing others how it will help them get where they want to go. Finally, action vehicles are needed 
and mechanisms or structures to enable the change to occur and become institutionalized.
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3.1. OBJECTIVE OF THE STUDY

The objective of this study is to empirically investigate the relationship between organizational 
culture and the implementation of Total Quality Management Accordingly this paper examined 
the following research question. Does the organizational culture have a relationship with the 
implementation of TQM in Algerian public companies?

 3.2.METHODOLOGY

3.2.1. THE SAMPLE

The sample of study consisted (107) executives and managers who are working under functional 
heads of operations, marketing, human resources, and finance departments. The subject community 
has all the characteristics of the type needed for in-depth study of this topic.

3.2.2. INSTRUMENTATION

The instrument used in the study was a survey questionnaire which consists 72 questions. The 
organizational culture has been measured by a 52 item questionnaire which has been originally 
devised by Algerian public companies for its management performance survey. The success of 
TQM has been measured by a 20 item questionnaire. (See Appendix A & B)

3.2.3. DATA COLLECTION AND ANALYSIS

One hundred and seven (107) questionnaires along with a covering letter were distributed among 
the selected sample of managers and executives (by E-mail) .It explained the purpose of the study 
and the importance of the participation of the employees in responding to the questionnaires.
The first  stage of  data analysis  involved  computing descriptive  statistics as  frequencies and  
percentages for  analyzing characteristics of the subjects. Second a reliability analysis was done to 
check whether the questionnaires measure the variables reliably .The Alpha values were calculated 
for the same purpose. If the Alpha values are greater than 0.5, the questionnaires measure the 
variables reliably.(organizational culture questionnaire and implementation of TQM questionnaire) 
Third a factor analysis was performed to find out the dimensions of each variable ,how questions 
are grouped to dimensions, to find out whether any unwanted questions can be eliminated from 
the questionnaire.
Finally the simple correlation analysis was performed to identify the relationship between 
organizational culture and implementation of TQM. ( we used the SPSS  20th version)

4.RESULTS

4.1. QUESTIONNAIRE RESPONSES AND THE PROFILE OF MANAGERS

There were 107 responses from the 109 questionnaires. It is a response rate of 98%, which is at a 
satisfactory level. However 107 questionnaires were selected for this analysis. It shows that 92% 
of the respondents were male employees while the rest were female employees. The majority of 
the employees appear to be within the age group of 40-50(65%). The respondents have been from 
majority group having job experience of 10-20 years. There were 97% of married and 3% unmarried 
employees in the sample.
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4.2. RELIABILITY ANALYSIS AND FACTOR ANALYSIS

A reliability analysis was done to check whether each Questionnaire measure the variables 
reliably. The Chronbach‘s Alpha value was measured for this purpose .The results reveal that the 
questionnaires measure the variables reliably.

Table 1. Summary of reliability analysis

Questionnaire Alpha Value Comment

01 Organizational culture 
Questionnaire 0.7431 acceptable

02 implementation of 
TQM Questionnaire 0.6953 acceptable

Factor analysis is a statistical procedure to take a large number of constructs and reduce them to 
a smaller number of factors that describe this measure. A ‗factor‘ is a combination of questions 
where shared correlation explains a certain amount of total variance. After rotation, factors are 
designed to demonstrate underlying similarities between groups of variables.

4.3. DESCRIPTIVE

The Standard Error of Mean (SEM) is less than 2.7% for all variables and the highest standard Error 
of mean is for organizational culture (2.6%). The implementation of TQM has the highest average 
scores. Overall averages are above 03, and it implies that successfulness of all factors.

The following table shows a summary of the descriptive.

Table 2. Summary of descriptive

Mean Standard 
Deviation Remarks

Organizational culture 3.98 0.271 Highest dispersion : Points scattered 
away from the mean

implementation of 
TQM 4.02 0.259 Points scattered some what close to the 

mean.

4.4. CORRELATION ANALYSIS

The correlation between Organizational culture and implementation of TQM is positive and 
significant at 1% significance level since r = 0.580 and P = 0.001.

Table 3. Comment on scatter plots
  

Variables Involved Correlation Coefficient (r). Comments
Organizational culture

0.580
A positive correlation

implementation of TQM The points are much scattered 
around a straight line
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4.5. THE REGRESSION BETWEEN ORGANIZATIONAL CULTURE AND 
IMPLEMENTATION OF TQM

The analysis gives s the following information.
1. R = 0.58, which means a moderate gradient regression line.
2. R2 = 0.336, means 33.6% of the variance of implementation of TQM was accounted for by 
organizational culture.
3. Sum of squares figures explain a larger proportion of unexplained variance than explained 
variance.

5.TEST OF HYPOTHESIS

The hypothesis states as follows

―Organizational culture is positively related to the implementation of TQM in Algerian public 
companies.‖ Correlation analysis explained a positive relationship between organizational culture 
and implementation of TQM

(r = 0.580, P = 0.001). Regression analysis also supports this by giving a value, (B3 = 0.296). Hence 
organizational culture is a predictor of implementation of TQM (F = 34.19,p= 0.000). Hence the 
decision is organizational culture is a predictor of implementation of Total Quality Management in 
Algerian public companies

6. DISCUSSION

      The study reveals a moderate relationship between organizational culture and implementation 
of TQM in (Algerian public companies) (r = 0580, P= 0.001). This is significant at 1% significance 
level. Hence organizational culture is reflected on implementation of TQM. The simple regression 
analysis describes that organizational culture has a positive impact on implementation of TQM 
with the strength of B = 0.384 (F = 69.423, P = 0.000). The organizational culture gives a measure of 
implementation of TQM and it has a 42.2% accuracy of predicting. That is 42.2% of implementation 
of TQM is accounted for, by organizational culture.
The aim of this study was to increase our understanding of the effects of the organization’s culture 
on the implementation of TQM. The results of this research have shown that TQM had the most 
effects on process management, focus on leadership and management. On the other hand, Human 
resource problems, performance appraisal and Strategic problems were the most important 
obstacles of TQM success respectively. 
A successful TQM implementation needs long-term strategic planning. Quality gurus and writers 
strongly emphasize the importance of strategic planning process based on total quality (Dayton, 
2001; Hitchcock and Willard, 2002). Strategic problems were important barriers of TQM success 
in this survey. These barriers included lack of planning and long-term policies, lack of mechanisms 
for strategy formulating, non-clarity of objectives, inflexibility of organization toward environment 
and technologies change and lack of legal elements for providing quality services.
This study showed that the implementation  of TQM in Algerian public companies  with 
organizational culture was medium  . It seems that pay more attention to details leads to more 
stability in Algerian public companies . In a stable organizations, employees and its executives and 
managers will have more collaboration.
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7. RECOMMANDATIONS

 - Placing more care in improving the prevalence level of the organizational culture levels, in 
general, and focusing on the relatively low-level dimensions. With special care to achieve coherence 
among these dimensions in terms of proximity of the prevalence levels and lessening the deviations 
among the dimensions, as well as among the same on dimension, due to the integrative nature 
among them.
 - It is necessary that the companies should assimilate the organizational culture concept as 
an administrative concept by the administrative leaders in the Algerian public companies.
 - The Algerian public companies should reconsider the current administrative systems and 
apply a clear and understandable mechanism by all the workers.
 - The Algerian public companies Managers should be able to create an innovation culture 
and devise suitable policies to encourage innovation positively within their organizations.
 - The Algerian public companies Managers should place special emphasis on innovation 
and learning and an infrastructure that helps build and preserve an organizational climate which is 
conducive to continuous improvement and which is sustainable.

CONCLUSION

Algerian public companies have  some problems in getting quality performance as a result of the 
complicated nature of the industry. TQM is being increasingly applied to Algerian public companies 
to solve quality problem. The implementation of a TQM required a culture change and change in 
management behavior. 
Algerian public companies need to shift from their current culture to a TQM culture that focuses 
on quality as a key strategy. A review of literature identifies ten important culture elements that 
contribute to successful implementation of TQM, which include leadership and top management 
commitment, customer management, training and education, teamwork, people management and 
empowerment, supplier partnership, quality planning and strategic, process management, rewards 
and recognition and effective communication. These dimensions of quality culture should be 
adopted by the Algerian public companies in implementing TQM for continuous improvement.
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Appendix survey instrument
Appendix A: organizational  culture
This questionnaire includes the elements that are generally considered as the critical components 
of organizational culture (OC).For each statement, check the box that best matches how you 
feel 
1-strongly disagree (SD) 
2-disagree (D)
3-neither agree nor disagree (N)
4-agree (A)
5-strongly agree (SA)
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INTRODUCTION

All organizations are vulnerable to fraud (Khadra, Delen 2020). The impact of fraud on states, 
organizations and citizens is the same: undermining the rule of law, violation of rights, non-
transparency of the institution, loss of public resources and weakening of national integrity. That is 
why fraud and its consequences have become a global problem (Khadra, Delen 2020).
Fraud to the detriment of the organization is in principle carried out for the direct or indirect benefit of 
employees, persons outside the organization or another organization (Erbuga 2020). Some examples 
of fraud are: accepting bribes or gifts; diverting a potentially lucrative transaction to an employee or 
person outside the organization that would otherwise generate profit for the organization; fraud, which 
is usually the misappropriation of money or property and the falsification of financial information 
for the purpose of concealing the act, thus making it difficult to detect; intentionally concealing or 
misrepresenting events, transactions or data; claiming fees for services or goods not actually provided 
to the organization; intentional failure to take action in situations where a company or law requires 
action; unauthorized or illegal use of confidential or proprietary information; unauthorized or illegal 
handling of information networks or operating systems, theft, etc.
The total cost of fraud is difficult to see objectively, and it will be especially difficult to calculate 
the indirect damages caused by fraud. Some scams will never be detected. Because of this, we 
can only speak with estimates of fraud losses. The Association of Certified Fraud Examiners 
(ACFE) published the results of the survey in 2019, based on national reports of fraud. On average, 
organizations around the world lose 5% of their annual revenue due to fraud.
Effective fraud resolution requires coordinated and thoughtful action by international, national 
and local partners who are aware of fraud and the importance of tackling it. States at the national 
and local levels should enact laws and regulations that will discourage perpetrators of fraud from 
engaging in the process, and those who do so should be appropriately sanctioned.
The problems of business fraud, which causes a decrease in the profit and assets of the company, and 
a decrease in reputation, can be eliminated by modeling the process in internal audit to eliminate 
fraud and establishing an anti-fraud strategy.

1. THEORETICAL ASPECTS OF RESEARCH

Fraud has always been happening in all areas of business, and when it comes to money, fraud is 
of course the most tempting. People engage in various scams, from the smallest ones, seemingly 
harmless, to those committed by powerful people with great financial consequences (Deb, Sengupta 
2020).
Fraud can be defined as any activity whose primary goal is to obtain financial gain in an illegal 
manner, while causing harm to other persons (Erbuga, 2020). The Association of Certified Fraud 
Examiners (ACFE, 2019) divides fraud into fraudulent financial reporting, misappropriation of 
property, and corruption (Figure 1).
According to research conducted by ACFE 2019, embezzlement of funds is the most common 
fraud, occurring in 85% of cases but causing the least damage. In contrast, only 9% of fraud cases 
committed through financial statements had a median loss of $1 million.
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Figure 1. The Fraud Tree
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Edvin Sutherland and Donald Cressey and in 1950 (Sutherland, Cressey 1992) investigated why a 
person in a trusted position abuses trust and commits fraud. They interviewed the perpetrators of the 
fraud. After conducting research, on a population of 200 prisoners, they drew the basic conclusion 
that each fraud has three common factors: pressure (motivation), opportunity (knowledge or ability 
to commit fraud) and rationalization (justification).

These three factors (Maulidi 2020) that influence the commission of fraud are presented as a triangle 
of fraud (Homer 2020). 

Figure 2. The fraud triangle
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Source: Kurpierz, Smith (2020) 

According to the Report of Nations conducted by the Association of Certified Fraud Researchers 
(ACFE 2019), most perpetrators do not have a criminal record, i.e. 93% of offenders have never 
been punished until the fraud is committed.

In a study called “Who is a typical scammer?” (KPMG 2016), we learned about a typical scammer that:

• Male,
• aged between 36 and 45,
• commits fraud against his employer,
• Works in a financial or financial service,
• has a senior managerial position,
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• has been employed in the organization for more than 10 years and
• Works in agreement with other fraudsters.

The research (KPMG 2016) found that the most common fraudsters are people who have 
confidential information in the organization and who have the opportunity to circumvent controls. 
It was determined that they are the general director and senior managers working in the financial 
sector.
There is a reasonable suspicion that fraud and financial scandals are related to weaknesses in 
corporate governance (Deb, Sengupta, 2020). The publication of inaccurate, «inflated» business 
results is often associated with the United States primarily because of the biggest corruption 
scandals that have erupted there, such as: Enron, WorldCom, Tyco International, etc.
Corporate governance has a significant role in improving the efficiency and effectiveness of 
operations, increasing salaries and the number of employees, improving the quality of financial 
statements, and increasing investor confidence. Three corporate principles play a key role in the 
prevention and detection of fraud in financial reporting (Rezaee, Riley, 2014, p. 125):

• Transparency. Ensure that the financial statements are comprehensible and reflect the economic 
reality of the company.
• Competence and integrity. The effectiveness of corporate governance depends on the integrity 
and competence of those persons who perform key responsible functions such as supervision, 
management and control.
• Effective system of competencies and division of responsibilities. The development of an effective 
management system also depends on the division of competencies and responsibilities between the 
shareholders’ assembly, the board of directors and the management.
Given the frequent corporate fraud (Nawawi, Saiful, Salin, 2018), fraud risk management must 
contain five key functions (Rezaee, Riley 2014, p.134):
1. Adoption of a policy that will ensure the implementation of programs to eliminate the risk of 
fraud;
2. Risk assessment of fraud for critical places and persons exposed to the possibility of fraud;
3. Establishment of procedures and methods for fraud prevention;
4. Establish procedures and methods for detecting fraud and
5. Establish a fraud reporting process.
According to the theoretical framework, three basic areas of responsibility of the audit committee 
are mentioned (Pickett 2019): financial reporting, corporate governance and management control 
(Figure 3).
From all the above, it follows that the responsibilities of board members are very important because 
the audit committee must be independent and the members skilled and professional to be able to 
analyze a large amount of information to monitor the accuracy of reporting for business owners 
(Bromilow, Berlin 2015).
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Figure 3. Responsibility of the audit committee
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2. RESEARCH METHODOLOGY AND METHODS

The paper uses a combined research methodology, i.e. a combination of quantitative and qualitative 
scientific research methodology. With the quantitative methodology, we collected numerical data, 
in order to explain, investigate the relationships between variables, to establish causal relationships 
between the observed phenomena. Through qualitative research, we have collected countless data 
obtained in the natural environment through extensive observation, interviewing, conversation, 
whose primary task is to explain the meaning of the observed phenomenon.
Data were collected in the Republic of Srpska public sector.
The interview was conducted based on a structured questionnaire, where specific questions were 
asked about frauds that were systematically addressed. The proposal of the questionnaire was made 
in such a way that questions were asked to consider the dependent and independent variables 
that were related to the prevention and detection of fraud. We asked multiple questions and sub-
questions for each independent variable.
Additional data was collected by survey. Survey questions were created in such a way that key 
criteria for fraud prevention were set. The aim of the survey was to expand the data collected by the 
interview and to improve their quality.

3. RESEARCH RESULTS

The assessment of the level of fulfillment of the requirements for the fight against fraud in the 
public sector in the Republic of Srpska (see Table 1) is 0.34 of the maximum score of 5. This means 
that the requirements are not met, and it is necessary to systematically change the approach to 
combating fraud.
In order to control fraud in the organization, the owners require the board of directors to establish an 
anti-fraud strategy that will effectively control fraud. The anti-fraud strategy should systematically 
model the processes in internal audit in order to prevent, detect, investigate, monitor, evaluate and 
report fraud.
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Table 1. Average level of fulfillment of anti-fraud requirements

No. DESCRIPTION Fraud control 
rating Maximum rating

1. Management and organizational requirements 
of fraud control 0,25 5,00

2. Fraud prevention 0,71 5,00
3. Fraud detection 0,75 5,00
4. Fraud exploring 0,00 5,00
5. Fraud monitoring, evaluation and reporting 0,00 5,00

AVERAGE 0,34 5,00
Source: authors

In order to implement the anti-fraud strategy, we created an algorithm (Figure 4).

Figure 4. Process model for implementing anti-fraud strategy
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The model comprises six steps. The first step is a snapshot, which is carried out on the basis of 
compliance with defined criteria for the fight against fraud. The second step is staff training, 
in order to raise awareness of the need for a systematic fight against fraud. In the third step, a 
fraud elimination system is designed, which includes: defining objectives and framework for 
implementation, establishing an internal audit department to combat fraud and assessing the risk 
of fraud. The fourth step refers to creating an anti-fraud strategy and making key decisions and 
documents. Some of them are: adopting a policy on zero tolerance for fraud, defining anti-fraud 
culture in the code of business ethics, fraud risk assessment, adoption of fraud prevention procedure, 
adoption of procedure fraud detection, adoption of the fraud response procedure, adoption of the 
fraud monitoring, evaluation and reporting procedure. The fifth step concerns the implementation 
of the adopted anti-fraud strategy. And finally, the sixth step is to do internal auditing and improve 
anti-fraud strategy.

4. DISCUSSION

Organizations and authors have approached different approaches to creating a conceptual framework 
for developing anti-fraud strategies. We will choose three anti-fraud strategies and compare it with 
the proposal for developing an anti-fraud strategy, which we developed in our research.
In 2012, the Global Management Accountant (CGMA) defined a conceptual framework for 
developing an anti-fraud strategy that has four main components: Figure 5: prevention, detection, 
response, and deterrence. To implement an anti-fraud strategy, it is necessary to adhere to the 
legislative framework, adopt best corporate governance practices based on OECD principles and 
guidelines, develop an ethical culture and manage risks, especially fraud risks.

Figure 5. Anti-fraud strategy
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Source: Global Management Accountant (2012) FRAUD RISK MANAGEMENT – a guide to 
good practice, London

An article entitled «Efficient Fraud Detection in Companies» was published in Tonbeller magazine 
in 2013, in which the anti-fraud framework was presented. The focus of the observation is the 
protection of financial reputation, i.e. the fight against fraud. The anti-fraud framework uses all 
available measures to improve the efficiency of the fraud prevention, detection and response 
process. Fraud risk management systems use systems to approach the analysis and measurement 
of fraud risk. Management focuses on the target management and control and supervision of the 
organization.
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Figure 6. Anti-fraud framework
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The conceptual model for developing a fraud control strategy adopted by the Australian Government 
(Figure 7) has four components: 1) prevention, 2) detection, 3) response, 4) monitoring, evaluation 
and reporting. The strategy must consider the legislative framework and adopted policies, as well 
as the characteristics of the management system. In addition, the strategy is influenced by ethical 
culture, corporate governance and the attitude of top management. Also, there should be basic 
conditions for effective fraud control.

Figure 7. Fraud control framework
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Most of the conceptual frameworks are similar, but we believe that the conceptual framework 
developed by the Australian Government is the most complete for practical application. Based on 
this conceptual framework, we have developed a model for implementing an anti-fraud strategy. 
The model was created in a way to help organizations develop their anti-fraud strategy. The model 
is universal and can be adapted to all business entities, considering the specifics of business entities.
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CONCLUSION

In order to successfully implement an anti-fraud strategy, we need to know that fraud is an ethical, 
legal, economic and social problem. The government and management of the organization must 
adopt a policy of zero tolerance for fraud and encourage the development of an anti-fraud culture. 
Based on these elements, it is necessary to develop an anti-fraud strategy that will respect the 
characteristics of each organization.
The anti-fraud strategy needs to be aligned with the organization’s strategy. It is especially 
important that the code of business ethics and the code of corporate governance are in line with 
the organization’s strategy and anti-fraud strategy, and that the powers and responsibilities for 
combating fraud are clearly defined.
The leaders of the organization are most responsible for the fight against fraud, but powers and 
responsibilities are assigned to the board of directors, audit committee, internal audit, internal 
control, lower level managers and all employees in the organization.
The created model for the development of anti-fraud strategy took into account the real situation 
in the public sector of the Republic of Srpska and the causes of fraud, economic, legal, social 
and cultural system in the Republic of Srpska. The model is based on the following objectives: 
1) strengthening integrity, accountability and transparency in work; 2) creating preconditions for 
prevention, detection, response, monitoring, evaluation and reporting of fraud, 3) development of 
anti-fraud culture and 4) affirmation of zero tolerance for fraud.
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ABSTRACT

Social-distance policy of most governments and the pandemic impact of corona virus (COVID-19) on 
human health are expected to shutter international investment and business environment. However, 
there is little or no study to show the early empirical evidence on this relationship, most especially 
its impacts on FDI flows in the economies. This note provides a preliminary evidence of the impact 
of COVID-19 on FDI outflows. Our data cover cross-sectional first quarter, average data; between 
1 January – 31 March, 2020 from 43 countries. Using Ordinary least square (OLS) and Quantile 
regressions, we document that there is a positive relationship between COVID-19 confirmed cases 
and FDI outflows. In addition, there is a positive impact of COVID-19 related confirmed deaths 
on FDI outflows across all quartiles estimations. This means that COVID-19 pandemic fuels the 
foreign direct investment outflows. The major causes could be the reduction in the ability of firms to 
invest due to a shortage in the number of skilled employees because they care for their health safety, a 
decline in corporate profits and increase in cost of finance. In addition, the propensities to invest have 
been widely affected negatively in most economies. These factors also become obvious when most 
economies experience a very high level of risk perception in financial market. 
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INTRODUCTION

This note sets to provide a preliminary evidence of the impact of Corona virus disease (henceforth 
COVID-19) on foreign direct investment outflows in the economy.  This study is motivated to aid 
policy makers on early policy draft towards economic recovery aftermath COVID-19 pandemic. 
This becomes paramount given the need to analyze the potential negative impacts of the pandemic 
on the global economy. Prior to the outbreak of COVID-19, the global environment for foreign 
direct investment (FDI) has already been characterized by a lower level of investors’ confidence due 
to uncertainty in trade and investment policies, weakening global growth, dwindling commodity 
prices and increasing protectionism (Saurav et al., 2020).  
COVID-19 originated from Wuhan in China in December 2019 before spreading to other 
countries in 2020. On March 11th 2020, the World Health Organisation (WHO) declared COVID 
-19 a pandemic due to its global widespread. This implies that presently, COVID-19 is a global 
crisis affecting the global economy (Fairlie, 2020). The pandemic is considered to be one of the 
deadliest diseases in human history and this caused almost all the countries to go on total/partial 
lockdown. Recently, most countries are easing the lockdown measures as the number of cases and 
deaths reduces. Since the outbreak of the disease till August 28th, 2020, WHO reported over 24 
million cases of COVID-19 and more than 820 thousand deaths. Specifically, the American region 
is the most vulnerable with more than 12 million cases and over 450 thousand deaths. The least 
vulnerable region is the Western Pacific region with over 400 thousand cases and more than 10 
thousand deaths (see Figure 1). 

Figure 1. World distribution of COVID-19 cases and deaths according to WHO regions

                
Source: Authors’ Compilation (WHO, 2020)

Consequently, economic globalisation is one of the most affected variables during this pandemic 
and FDI as one of its measures has witnessed an ebb due to the pandemic (Seric & Hauge, 2020). 
The United Nations Conference on Trade and Development (UNCTAD, 2020) reported that 
lockdown measures have a negative effect on investment prospects and have caused multinational 
enterprises to reassess new projects. To confirm this, International Monetary Fund (IMF) in 
late March reported that investors withdrew over US$100 billion of portfolio investment from 
developing countries since the outbreak of COVID-19. This represents the largest capital outflow 
ever recorded. This supports the UNCTAD’s projection that global FDI flows would reduce by 40% 
between 2020 and 2021. 
Even though the developing countries are the least vulnerable, the countries experienced a greater 
decline in FDI inflows when compared to the developed countries. FDI in the developing countries 
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would contract more than the projected global average because (i) the sectors that attract FDI into 
the countries have been deeply hit by the pandemic, and (ii) the developing countries in recent 
times are largely dependent on FDI making the countries’ FDI inflows rose from US$14 billion 
in 1985 to US$706 billion (current prices) in 2018. This indicates a 29% increase (check Seric & 
Hauge, 2020). Likewise, UNCTAD (2020) predicted that investment inflows would reduce by 25-
45%, 45% and half in Africa, Asia and Latin America respectively in 2020.
Meanwhile, the world’s FDI may recover from COVID-19 pandemic as a result of “global value 
chains,” “replenishment of capital stock,” “recovery of the global economy” and “restructuring 
for resilience (UNCTAD, 2020; Jelilov et al. 2020). According to Mukhisa Kituyi, the UNCTAD 
Secretary-General, the recovery is greatly uncertain and subject to both the duration of the 
COVID-19 (health crisis) and the efficacy of the policies that lessen the economic effects of the 
pandemic. From the foregoing, it becomes important to provide early evidence to aid policy makers 
by examine the impact of COVID-19 on FDI outflows in the economy. The explanation for this is 
based on the fact that FDI is predicted to reduce during the duration of the pandemic, but there is 
little or no empirical evidence to support this. Hence, this study.  

1. LITERATURE REVIEW

There is a paucity of study on the relationship between COVID-19 and FDI. Meanwhile, several 
studies have documented that any form of crisis; be it economic or financial, is detrimental to the 
flows of FDI. In investigating the relationship between financial crisis and FDI, Dornean, et al. 
(2012) examined how global financial crisis influences FDI in the Central and Eastern European 
(CEE) countries using a regression and panel data methodology. Their results show that financial 
crisis reduces the level of FDI in the selected countries as expected (see also Alfaro and Chen, 
2010). Relatedly, using semi-parametric generalized partial linear models in developing countries, 
Ucal et al. (2010) investigated the nexus between financial crisis and FDI. Their findings reveal that 
the crisis negatively affects the inflow of FDI in the countries studied as the FDI inflows increase 
in the year preceding and decline in the years after the financial crisis. Using a panel data from 23 
developed countries, Liu (2012) analysed the effects of financial crises (currency crisis, banking 
crisis and inflation crisis) on FDI. The author reported that the financial crises in the countries 
sampled are adversely linked to FDI. In reference to Asian Financial crisis, most studies have argued 
that the crisis has negatively influenced the inflow of FDI. For example, Kian Wie (2006) studied 
investment climate and FDI found that both FDI and domestic investment reduce drastically due 
to the deteriorating investment climate.  
On economic crisis, Dornean and Oanea (2015) found a similar result that economic crisis has an 
adverse effect on FDI in CEE countries except in some few cases where FDI increases in the face 
of economic crisis. Poulsen and Hufbauer (2011) compared the current FDI recession with FDI 
responses to past economic crises with the findings that the past crises greatly influenced FDI in 
developed countries, while the level of FDI remains stable in the emerging economies.
Asides economic and financial crisis, health crisis also has a way of affecting FDI. Given that 
governments of all countries need to take appropriate steps to control the spread of COVID-19, the 
impact on FDI is strongly felt. The World Investment Report 2020 by UNCTAD confirmed that FDI 
responds negatively to COVID-19 especially in the developing countries (Seric & Hauge, 2020). 
In the same vein, the World Bank Group’s pulse survey in March 200 showed that the pandemic 
would negatively affect FDI in developing countries (Aslam, 2015; Saurav, Kusek & Kuo, 2020). 
According to Zhan (2020), economic impact estimates and earnings revisions of the 5,000 largest 
multinational enterprises (MNEs) as reviewed by UNCTAD, indicate that FDI could reduce by 
30% to 40% in 2020 and 2021. In addition, the InvestChile study (2020) documented that capital 
spending, investment in new areas and expansions are all hindered by the physical closure of some 
areas and the slowdown in production. The implication is that almost all countries in the world 
will experience a decrease in FDI inflows. In line with the above, Organisation for Economic Co-
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operation and Development (2020) projected that FDI flows will decline by more than 30% in 2020. 
This is as result of the policy steps taken by governments to control the spread of the COVID-19 
pandemic and the subsequent recession (see also World Association of Investment Promotion 
Agencies, 2020). Furthermore, empirical studies have shown that COVID-19 has a negative effect 
on FDI. For instance, employing a panel data on CEE (Central and Eastern European) economies, 
Radu et al. (2020) showed that FDI flows are decreasing due to COVID-19 crisis and this may lead 
to a contraction in CEE economies.
Summarily, all crises (economic, financial and health) have an adverse impact on FDI flows, 
especially in the developing countries. This study sets to empirically examine the impact of health 
crisis (COVID-19), as opposed economic and financial crisis, on FDI outflows in OECD and non-
OECD countries. 

2.DATA AND METHODOLOGY

In this study, Ordinary Least Square and Quantile Regression estimation techniques are applied to 
analyse the data mainly due to its nature as explained below. 

2.1. ORDINARY LEAST SQUARE 

Since the study relies on cross-sectional averaged data, Ordinary least square (OLS) is used for 
the study to follow the extant literature (Andrés, 2006; Kodila-Tedika & Asongu, 2015; Asongu et 
al., 2019). Following the study of Stoddard and Noy (2015), Dornean and Oanea (2015), equation 
(1) expresses the relationship between FDI outflows and COVID-19 variables including control 
variables.         

Where LFDIO_i is the natural log of foreign direct investment outflows; COVID Cases_i is log 
of Covid-19 confirmed cases (LCOC) or Log of COVID-19 Confirmed Death (LCOD). i is an 
indicator for each country while  ∂_1 stands for constant, X is a vector of control variables, and u_i   
stands for error term. X contains the following variables: Log of Business Confidence Index (LBCI), 
Consumer Price Index (CPI), and Short-term Interest rate (INT).

2.2. QUANTILE REGRESSIONS

For robustness check, we employ Quantile regression (QR) in order to mitigate the static 
assumption of conditional mean of the dependent variable under OLS technique.  The QR enables 
us to estimate the parameter throughout the conditional distribution of the dependent variable 
(Koenker & Bassett, 1978; Asongu et al, 2019). Using this technique, we are able to estimate the 
lower, intermediate and higher level of FDI outflow. The conditional quantile of the FDI outflows, 
LFDIO_i, given X_i is shown as:

Where θ(0,1) and unique slope parameters are modelled for each θ^th specific quantile. The 
equation (2) is comparably to be the same with the slope in OLS but parameters are assessed at the 
conditional mean of LFDIO. X_i is the vector of explanatory variables. QR minimizes the weighted 
summation of absolute deviations for different quantiles (Asongu et al. 2019).
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2.3. DATA SOURCES AND VARIABLES DESCRIPTIONS

In this study, our choice of selection of countries are based on data availability. As a result, we 
have 43 countries in total. These countries are Australia, Austria, Belgium, Braze, Canada, Chile, 
China, Colombia, Czech, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, India, 
Indonesia, Iceland, Ireland, Israel, Italy, Japan, Korea, Latvia, Lithuania, Luxemberg, Mexico, 
Netherlands, New Zealand, Norway, Poland, Portugal, Russia, Slovakia, Slovenia, South Africa, 
Spain, Sweden, Switzerland, Turkey, UK, and USA. Our data cover cross-sectional first quarter, 
average data; between 1 January – 31 March, 2020 from 43 countries.  This period covered the early 
stage in which most countries are hit by COVID-19. Our source of data include OECD database 
[for FDI outflows, short-term interest rate, Consumer Price Index, Business Confidence Index] and 
World Health Organisations [for COVID-19 Confirmed Cases and COVID-19 Confirmed Death]. 

Table 1. Descriptive statistics 

LFDIO LCOD LCOC INT CPI LBCI
 Mean  7.650163  6.712374  9.755029  3.609612  5.859510  5.962368

 Median  7.842941  6.436150  9.639782 -1.470500  5.084015  5.979865
 Maximum  10.84643  10.96353  13.81948  28.15000  17.00000  6.001261
 Minimum  2.869320  2.708050  6.744059 -2.663800 1.438190  5.680021
 Std. Dev.  1.981743  2.149967  1.680553  8.504002  4.943093  0.073305
Note: log of Covid-19 confirmed cases (LCOC), Log of COVID-19 Confirmed Death (LCOD), Log of Business 

Confidence Index (LBCI), Consumer Price Index (CPI), and Short-term Interest rate (INT).
Source: Authors’ computation

Table 2. Pairwise Correlation 

LFDIO LCOD LCOC INT CPI LBCI
LFDIO  1.000000
LCOD  0.716640  1.000000
LCOC  0.735902  0.950041  1.000000

INT -0.069091 -0.065523 -0.010430  1.000000
CPI -0.291809 -0.217769 -0.181911  0.704051  1.000000

LBCI -0.053823  0.046212  0.061525 -0.421978 -0.168661  1.000000
Note: log of Covid-19 confirmed cases (LCOC), Log of COVID-19 Confirmed Death (LCOD), Log of Business 

Confidence Index (LBCI), Consumer Price Index (CPI), and Short-term Interest rate (INT).
Source: Authors’ computation

Table 1 presents the descriptive statistics of the variables. The mean reveals that average FDI outflow 
and other variables are positive ranging from 3.6 to 9.75 over the period under consideration. The 
relative standard deviation shows that short-term interest rate has the highest variations, which is 
followed by Consumer price index. On the other hand, the least variation is recorded for Business 
confidence index. Table 2 shows the pairwise correlation between the variables. The correlation 
between log of COVID-19 confirmed cases and that of death is about 0.95 which is beyond the 
toleration rate. The same applies to CPI and INT. In order to avoid issue of multicollinearity, we do 
not include them in the same model in our estimations. 
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Figure 2. The relationship between FDI outflows and COVID-19
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Figure 2 shows that there is a positive relationship between COVID-19 confirmed cases and FDI 
outflows. This means that COVID-19 increases the outflows of FDI in the economies. However, the 
main impact is established in the regression results in the next section. 

3. EMPIRICAL RESULTS

3.1. MAIN RESULTS 

Table 3 presents the results of the OLS regressions. The table shows that each independent variables 
are introduced especially the COVID-19 confirmed cases (LCOC) and COVID-19 confirmed 
Deaths (LCOD) to avoid problem of multicollinearity.  The coefficients of LCOC and LCOD show 
positive and significant impact on FDI outflows. This means that COVID-19 increases the outflows 
of FDI in the studied countries. A one-percent increases in COVID-19 confirmed cases increase 
the outflows of foreign direct investment. In addition, column 4 shows that our measure of inflation 
(CPI) reduces the outflow of FDI in the economies. The F-Statistics in each column show the overall 
significance of the model. The P-value is less than one percent. Furthermore, the R-square shows 
that the explanatory power of the model is about 50-61%. Overall, the results are in line with the 
submission of Stoddard and Noy (2015) who show that banking crisis and debt crisis has a negative 
impact on FDI inflows. This means that health or financial crisis increases FDI outflows in the 
economy.  
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Table 3. OLS Results (Dependent Variable: LFDIO)

*,**,*** donate significance at 1%, 5% and 10% respectively. Note: log of Covid-19 confirmed cases (LCOC), Log of COVID-19 Confirmed Death (LCOD), Log of Business 
Confidence Index (LBCI), Consumer Price Index (CPI), and Short-term Interest rate (INT).

Source: Authors’ computation

3.2.ADDITIONAL RESULTS 

As aforementioned, we use Quantile regressions (QR) to further analyse the impact of COVID-19 
pandemic on FDI outflows. Our QR estimation is based on the estimations in column 3 and 6 due to 
the potential multicollinearity that may occur between CPI variable and Interest rate (INT). Table 
4 presents the QR results which show that there is a negative and significant impact of COVID-19 
pandemic on FDI outflow at different levels of quantile. This means that the pandemic has really 
impacted the FDI severely in the economies. 

Table 4. Quantile Regression Results (Dependent Variable: LFDIO)

*,**,*** donate significance at 1%, 5% and 10% respectively. Note: log of Covid-19 confirmed cases (LCOC), Log of COVID-19 Confirmed Death (LCOD), Log of Business 
Confidence Index (LBCI), Consumer Price Index (CPI), and Short-term Interest rate (INT).

Source: Authors’ computation
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CONCLUSION AND POLICY IMPLICATIONS

Due to the impact of the ongoing worldwide COVID-19 crisis, FDI flows have been estimated 
to decline substantially.  An extra decrease in FDI inflows could be expected in developed and 
developing countries, as the full consequences of the COVID-19 pandemic on transnational 
corporations’ (TNCs) investment remained unfold. In this note, we examine the impact of COVID-19 
pandemic on FDI outflows using cross-sectional first quarter, average data from 1 January – 31 
March, 2020 of 43 countries.  The evidence is based on Ordinary least square (OLS) and Quantile 
regressions. We document that there is a positive relationship between COVID-19 confirmed cases 
and FDI outflows. In addition, there is a positive impact of COVID-19 related confirmed deaths 
on FDI outflows across all quartiles estimations. This is confirmed at 99% confidence level that the 
COVID-19 health crisis affects the attractiveness of most economies which make multinational 
companies to relocate their investments during the first phases of COVID-19 pandemic. 
In the light of the above, this note shows that COVID-19 pandemic fuels the foreign direct investment 
outflows in the economies due to a short supply of manpower caused by social distancing policy 
of governments, a reduction in financial resources of firms resulting from a decline in corporate 
profits and an increase in cost of finance in the financial market. In addition, the propensities to 
invest have been widely affected negatively in most economies. These factors also become obvious 
when most economies are currently experiencing a very high level of risk perception in financial 
market which has extensively curtailed the investment programmes of foreign investors in order to 
maintain a resilience in any further destructions in the home countries.   
While these empirical results seem to be expected, this issue on COVID-19 pandemic and FDI 
flows is a necessary and timely one. The findings of this note are relevant not just because it shows 
the impact of the pandemic on FDI but because it provides insights on what most economies are 
likely to be experiencing during this new normal. Our results learn support from the aftermath of 
the 2008/2009 global financial crisis. Meanwhile, the possible long run impacts of this COVID-19 
pandemic is yet to be seen, the current decline in economic activities are accompanied by a quick 
decrease in FDI flows globally. There is economic downturn everywhere and this note confirms a 
large increase in FDI outflow in the economies. In summary, this preliminary note supports the 
theoretical arguments on location advantages in attracting FDI. Another policy implications of this 
note is that there is need to improve public policies in wooing the confidence of foreign investors 
during economic challenges and government should   ensure a conducive international business 
environment so as to attract a good number of FDI in any future crisis period.
One of the major limitations of this study relates to the use of 43 countries and the use of cross-
sectional data analysis. Future studies should shed more light on this issue using panel data analysis. 
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Background: The world tourism industry is subject to big changes. A number of tourists traveling 
steadily grows, resulting in turnover and income. The destinations, that tourists are attracted, to 
are numerous, and there are also newcomers who arrive to a certain destination for the first time. 
Nowadays, even some very distant places are on the travellers’ bucket lists. What is more, tourists are 
looking for authenticity, in terms of which the concept of ethno village proves to be such an example.
Purpose: The purpose of this paper is to investigate how this kind of tourism is regulated in Slovenia 
and Bosnia and Herzegovina. The emphasis will be on the study of specific ethno villages.
Methods: Regarding the article, desk analysis will be done. The data were gathered from the world 
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Bosnian national statistical office as well. The Excel was used for the analyses. Two examples of an 
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INTRODUCTION

In the economic context of the 21st century, tourism is an essential activity in the structure of 
the economic mechanism and has an active role in the development and modernisation of the 
economy and society (Bunghez, 2016). It turns billions of dollars, and what is even more important, 
it is the generator of growth in different sectors of every national economy. In tourism the revenues 
per se are not high but tourism should be considered as a potential base for bigger GDP (Raspor, 
Stranjančević, Bulatović & Lacmanović 2017). 
Tourism can be divided into Business and Leisure (Hoang, n.d.), or into International and Domestic 
Tourism as well (Chand, n.d.). Further on, there is a difference between travel and tourism (‘Difference 
Between Travel And Tourism’, 2010). Tourism sector and tourism research community mainly focus 
on international inbound and outbound tourism; volumes and expenditures. However, international 
tourism is only one part of the whole picture. In some countries, domestic tourism represents a several 
times larger amount than international tourism (Raspor & Mise-Srajlehner, 2017).
The future development of attractive destinations greatly depends on the safety of a certain destination. 
This is a beneficial starting point for Slovenia. However, an even greater challenge is the question how 
to use the trends for the sake of national benefit (Institute for Economics and Peace, 2016).
Economic valorisation of tourism is expressed through tourist spending. The scope and the structure 
of tourism consumption are the result of qualitative and quantitative composition of a tourism 
product at a destination and of any microeconomic tourism entity respectively (Lacmanović, 
2006). Determining the scope, structure and effects of tourist spending at the level of international, 
national, regional or local economy represents a methodological problem due to the complexity of 
tourism as a socio-economic phenomenon (Antunac, 1985). In terms of economic activity, tourism 
is treated as an «invisible export» (Marković, 1972), due to the fact that the consumption of goods 
and services by foreign tourists really influences the export on the spot of a tourist destination 
(Raspor et al., 2017). 
A new paradigm in the tourism industry changes the meaning of culture and its use in promoting 
several touristic products/services/experiences and destinations (Carvalho, Ferreira & Figueira 
2016). The importance of sustainability principles is being increasingly recognized in science and 
politics as the world is faced with several economic, environmental and social challenges (Korez-
Vide, 2013). Cultural tourism is seen as a major growth market in Europe (Richards, 2002). Creative 
tourism is a form of cultural tourism (Ohridska-Olson & Ivanov, 2010). The recognition of the 
economic potential of creativity and culture has set a culture-based creativity as a development 
tool and as a potential solution to the range of economic, social and environmental problems (i.e. 
new approaches to learning, new marketing approaches, developing social capital and community 
cohesion, environmental innovation etc.) (Korez-Vide 2013). 
In line with the rise of experience economy and skilled consumption, the tourism, like other sectors, 
has undergone major transformations. Creative tourism could respond to the need of cultural 
tourism to reinvent itself as well as to the need of tourist destinations to do something different in 
a saturated market. It deeply involves tourists in the culturescape of a destination as they take part 
in different activities – such as crafts, arts, culinary and other creative activities. So far, only few 
studies explored the connections between sustainability and creative tourism development (Korez-
Vide 2013). An intense relationship between tourism and creativity was studied by several authors 
throughout the last decade (Richards & Wilson, 2007;  Korez-Vide, 2013; Carvalho et al., 2016).
However, it is not possible to find such studies in the territory of the countries, which were part 
of the former Yugoslavia. That is why we started with this research on Slovenia and on Bosnia and 
Herzegovina. In relation to that, we prepared a research question. The main goal of this article 
is to explore cultural and creative industries in the tourism sector of Slovenia and Bosnia and 
Herzegovina. Consequently, the findings would be a good starting point for further research. The 
scientific goal is to detect the needs in the field of cultural and creative industries. Theoretical 
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purposes are a description of the current situation, an explanation of its effects and an assessment 
of the positive effects regarding the current way of warning about weaknesses. 
In this survey, a number of research methods (general and specific) will be used. General scientific 
methods will be used regarding the content analysis (quantitative and qualitative), and the 
comparative method is used to determine the similarities and differences in terms of objectives, 
structure, impact and effects in both countries that are the subject of research. Specific scientific 
methods that will be used are analytical-synthetic method, statistical method and method of 
deduction and induction. In this study, depending on the needs assessment, the interview and 
questionnaire will be used. 
The paper is organised into three parts and introduction. Part one deals with the literature review 
of tourism and cultural tourism. Part two presents the empirical data on ethno village. Part three 
discusses the main empirical findings in the context of literature; it offers some conclusions, explains 
the limitations of this paper and the direction of future research.

1. LITERATURE REVIEW 

1.1. DEFINITION OF ETHNO TOURISM AND CULTURAL TOURISM

According to the definition of the World Tourism Organization, cultural tourism comprises the 
trips where the tourists aim to visit sites or events with cultural and historical value. This type of 
tourism offers the opportunity to potential visitors to enjoy past human accomplishments. One 
of the most important parts of cultural tourism is intangible cultural heritage, which is defined as 
practices, expressions, knowledge or skills that are recognized by particular communities as part of 
their cultural heritage (Goss, 2016). 
Other features of cultural tourism are anthropological tourism, food and drink, historical tourism, 
arts-festival tourism, museums, heritage sites and ethno tourism that is also part of this introduction 
(Bolnick, 2003). This type of tourism also has a long history, which is expected to have a bright 
future as well. The World Tourism Organization also expects that cultural tourism will experience a 
15% growth rate per year. What is important to mention is that this type of tourism mainly attracts 
high-spending visitors and does not cause damage to the environment or local culture (Richards, 
2002). Cultural tourism also allows visitors to get immersed into the local culture such as traditional 
rituals or festivities. In doing so, both the locals and tourists can interact with each other. Cultural 
tourism includes monuments, architectural complexes or symbols and also religious, educational 
or informative events. Such events provide knowledge to tourists about specific destinations and 
also help to improve the local economic growth (Aiello, 2014). The other conceptual definition 
describes cultural tourism as the movements of people away from their place of residence and 
towards cultural attractions. Those people are headed there to gather new information and 
experiences that will satisfy their cultural needs (Richards, 2003).
Regarding the types of cultural tourists, there are two main categories; the one is called a general 
cultural tourist, whose hobby is visiting different geographical places. Throughout the time and 
with the increase of their cultural knowledge of different places, they might become so-called 
specialized cultural tourists, i.e. who focus more on one or on a small number of places or entities. 
They visit a particular place repeatedly in order to obtain a deeper understanding of a place. There 
are also other types of cultural tourists such as serendipitous, incidental, casual, purposeful or 
sightseeing cultural tourists: they differ according to their personal interests. For example, in 
the case of a purposeful cultural tourist, his or her primary reason to visit a certain destination 
is cultural tourism but also his or her deep cultural experience (Mousavi, Doratli, Mousavi, & 
Moradiahari, 2016).
Because of the importance that European Union gives to the culture and tourism but also owing 
to the importance that the Europe has on the global scale as touristic destination, we can see many 
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initiatives that are trying to promote cultural tourism on the EU level. There are many projects 
funded or supported by European Union such as the European cultural routes; i.e. transnational 
routes on which the tourists can learn how Europeans have lived since ancient times. These routes 
have proved itself as a great booster for the local economies and societies. The European Commission 
regularly publishes calls for proposals in order to support creation of new either physical or virtual 
cultural routes (European Commission, 2018).
Another important initiative that was established in 1985 and has been active for more than thirty 
years, is called European Capitals of Culture. It is considered to be one of the most successful 
programmes founded by EU. Its main aim is to promote cultural diversity in Europe but also 
to improve and develop the cities and regions that participate in the programme. Therefore, it 
also contributes to the promotion of cultural tourism (‘European Capitals of Culture – Regional 
Development and Culture’, 2019).

1.2. ETHNO TOURISM

The rural tourism development process involves many social actors who continually reshape and 
transform plans and policy through interaction and negotiation. Local people are not passive 
recipients of the consequences of rural tourism development policy. On the contrary, they are 
capable of making the most out of a given situation (i.e. initiating a developmental project through 
the bottom-up approach) (Verbole, n.d.).
In the case of ethno tourism we talk about the type of tourism in which tourists are seeking 
authenticity in their trips. They explore indigenous populations, their culture and also their 
traditions. This type of tourism is giving the opportunity to the tourists to understand the lifestyle 
of local people (Jaunter, 2018).
This also includes a direct contact between tourists and indigenous people. Tourists can visit the 
houses, enjoy typical local food and even observe their cultural practices such as rituals, festivals 
or dances. Such concept of ethno tourism also brings some disadvantages such as tourists bringing 
various diseases to the local population and, to some extent, polluting the environment where 
indigenous people live (Burns & Novelli, 2008).
There are some core aspects of ethno tourism; the majority of the aspects of the industry are 
controlled by tour operators and the consumers are mainly targeted through different channels 
such as international travel agents and travel shows or through internet offers. It is also important 
to mention that ethno tourism is predicted to increase due to its high popularity. Another great 
advantage of ethno tourism is that it creates and generates revenues very rapidly. Moreover, there 
are additional advantages such us low cost of job creation and the boost for the local economy 
through sales of local products or services (Bolnick, 2003; Bolnick 2003: 8–9).

However, if ethno tourism is not managed responsibly, it can have bad influence on indigenous 
people. What is more, tourism companies are trivialising and stereotyping cultures and their 
traditions in order to provide greater experience to a tourist, at his or her request. On many occasions 
the homes of the indigenous people and communities were turned into tourist attractions. Another 
problem can occur when tourist companies are using cultural heritage in order to make profit an 
at the same time declining a compensation to the owners of that particular cultural heritage. Very 
often local people do not have a choice because they would lose (often) the only source of the boost 
for their economy (Heurtier, 2017). 

In the world, the current trend of tourism development is rural tourism, partially because during 
bathing seasons narrow sea shores become overcrowded by the tourists and the number of tourists 
is increasing in the world (Medojevic, Milosavljevic, & Punisic, 2011).
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Despite that, one great advantage of ethno tourism is that it offers protection to the cultures that 
are being undermined by dominant world cultures in the context of globalization, if conducted 
responsible. And that is the demand of tourists from dominant cultures for preservation of the 
indigenous cultures through tourism (Bolnick, 2003).

There are some requirements identified by indigenous organizations that are supposed to help the 
governments sustain indigenous communities and minimize the impact of tourism on them. Those 
requirements are: (1) recognition of sovereignty for indigenous people and their land. (2) The 
second requirement is that tourism should operate within the framework from which indigenous 
people can gain full benefits. (3) The third requirement is all about comprehensive planning 
where tourism is built under the management of indigenous people. (4) In terms of the fourth 
requirement, indigenous people should also be in charge of the evaluation and monitoring of 
environmental and cultural impacts of ethnic tourism. (5) The fifth requirement states that the use 
of natural, biological or genetic resources from territories of indigenous people should be subject 
to the agreement signed by indigenous people as a sign of consent. (6) The sixth requirement says 
that government should support and help indigenous people or groups with planning, information 
exchange and capacity building. (7) The seventh and the last requirement states that the government 
of a particular country should foster the construction of the indigenous people’s capacity to take up 
the decision making role regarding cultural knowledge and practices (Verner, 2009).

In the 70’s the tourists ate dinner at a hotel. In the 80’s they started discovering local restaurants. 
In 00’s they ventured into the homes of locals and now in 10’s the tourists want to go with their 
local host to the market to buy the ingredients to make dinner together. What will the future bring? 
Perhaps tourists will want to raise the vegetables and the animals themselves to sell them on the 
market ... (Steinberg, 2015).

There is high probability of a future steady growth in ethno tourism due to various factors such as a higher 
number of participating countries, higher atractivity for tourists or changes of interests among urban 
population and youth whose income is exponentially increasing as they are becoming economically 
active in their countries. The attractivity of ethno tourism is also increased and fostered by governments, 
media or private sectors by introducing new touristic schemes (Karantzavelou, 2017).

Rural tourism development in the function of village revitalization enables rural population to
gain certain benefits at the micro‐economic level such as follows (Medojevic et al., 2011):
 • Starting economic activities in a certain region
 • Additional financing of rural households
 • Creation of personal and cultural exchanges among the population
 • Motivating population for the aim of shared activities and projects
 • Boosting the enthusiasm of people for taking part in beneficial activities that concern all.

2. METHOD

In this survey, a number of combined techniques and a specific research methodology will be used 
to prove the facts and to draw conclusions. The research based on an exploratory, descriptive and 
causal approach will be complemented by basic scientific research methods: deduction / induction, 
methods of analysis and synthesis, and descriptive, historical and comparative methods. A number 
of quality literature sources was the basis for the theoretical reference to the concept of ethno 
tourism. 
In the research quantitative methods are of particular importance since the use of statistically 
mathematical methods allows for the qualitative interpretation of empirical facts and the findings 
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of conclusions. Tabular graphical representations will provide a more objective insight into the 
state of ethno and rural tourism and a clearer presentation of Slovenia and BiH’s position in the 
tourism market.
In order to make the work of greater practical importance, two ethno villages were presented, one 
in Slovenia and the other in Bosnia and Herzegovina, which were investigated by comparative 
analysis.
The methods of analysis and synthesis adequately systematize the basic determinants of tourism 
development in the period 2010–2018, which gives insight into the trend of tourism development 
for both countries.
As a result of the limited volume of the present study, the research was reduced to a presentation 
of the real situation of ethno tourism in both countries, from which the conclusions about possible 
corrective actions can be drawn; the measures that can involve all interest groups in the field of 
tourism and related activities. The paper provides a fundamental basis for further scientific research.

3. RESULTS

3.3. SLOVENIA

Some rural areas of Slovenia, such as Gorenjska (Upper Carniola) and the Upper Savinja Valley, 
have a long tradition of rural tourism, or more specifically, agritourism, going back to the nineteenth 
century, and which was well established by the 1930s. After the Second World War tourism in 
rural areas stagnated as efforts were redirected to the development of tourist resorts in coastal and 
mountainous areas (Verbole, n.d.). A real boom in agritourism occurred in the late 1970s, fuelled 
in part by the government’s growing concern to secure additional income for mountain farmers – 
related to the small size of the farms, limited production conditions and continuing depopulation 
trends – and helped along by the public agricultural advisory service, which trained special advisors 
for supplementary activities and work for farm families (Verbole, 1995).

3.3.1. STATISTICAL DATA OF SLOVENIAN TOURISM 

In the years 2008–2018 we can see the growth of tourist arrivals (Table 1: Statistical data of Slovenian 
tourism). In 2018 Slovenia recorded over 15,694,705 tourist overnight stays (‘Accommodation 
establishments capacity, tourist arrivals and overnight stays in tourist accommodation 
establishments, Slovenia, annually’, 2019). While the economic importance of tourism to Slovenia 
is a central characteristic, there are differences in its profile regarding different types of tourism, 
including the distinctions at regional level. Each type of tourism and each specific region are 
oriented towards different types of tourists. Daytrip visitors are more often in museums and in the 
city centres. There are currently 850 tourist farms in Slovenia (‘Podeželje’, 2019).
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Table 1. Statistical data of Slovenian tourism

 

3.3.2. GREEN TOURISM IN SLOVENIA

The Slovenian Tourist Board (‘Green Tourism - Slovenia - Official Travel Guide’, 2017) is committed 
to make green and sustainable the watchwords that permeate its every activity. The main strategic 
objectives of green tourism include the active focus of tourism on the green economy, providing 
information and encouragement for the tourism industry to develop green business models, 
encouragement for destinations to set up sustainable development models and raising the awareness 
of a tourist. In relation to all that, the Green Scheme of Slovenian Tourism Slovenia Green was 
developed. This can be seen as a good platform for the development of health tourism, which 
will possibly be a big booster for the whole country because it enables the whole range of service 
providers, that till now had not identify themselves with the tourism industry to enter into it. New 
possibilities for growth are here but for sure it will not grow without cooperation and support.
The Slovenian Outdoor product is among the most competitive products in Europe, and it is based on 
natural elements, high-quality infrastructure, sustainable business practices, and the responsible use 
of natural and cultural features. The product is successfully integrated with other products (Health 
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and Wellness, Holidays in the Mountains, Touring, Gastronomy), so it has obtained a significant 
critical mass, which has enabled investments into innovations, development, renovations, and the 
construction of new offerings. The product is an important catalyst for agricultural production, 
high-quality authentic cuisine, authentic accommodation offers, and numerous experiences in 
contact with nature, culture, and people.

3.3.3. CASE STUDY OF THE “VELIKA PLANINA” ETHNO VILLAGE TOURISM OFFER

The Slovenia Eco Resort is the unique and original concept of an ethnic village where the tourists 
or locals can experience a new type of adventurous tourism with many different activities. It was 
established by Matjaž Zorman in 2015 (Kos, 2018). It is located in central Slovenia in the valley 
of Velika Planina, just at the foothills of the Kamnik-Savinja Alps, 20 minutes northeast from the 
Ljubljana Jože Pučnik Airport (also known by its previous name Brnik Airport), which is the main 
airport in Slovenia (‘Experience the fairytale of Velika Planina in a valley’, 2019).
The tourists can be accommodated into 17 wooden cottages or glamping huts where they have 
all the necessary space for their comfort such as bedroom, living room, kitchen, bathroom, and 
terrace. All types of accommodations are equipped with electricity, Wi-Fi and heating system. 
While enjoying the stay tourists can experience local food, if they order homemade food from the 
local area (‘Experience the fairytale of Velika Planina in a valley’, 2019). 
The Eco Resort offers to the tourists who prefer tranquillity, private finish sauna and also massages 
to renew the body. For the tourists that prefer a more active way of spending time during their 
holidays, the Eco Resort offers cycling or hiking trips with the guide that will show you the 
surroundings of the area. During the wintertime, tourists can go skiing to the nearby Velika Planina 
resort. The mentioned resort even offers wedding services to the people that are planning to get 
married (‘Experience the fairytale of Velika Planina in a valley’, 2019). 
Moreover, the Eco Resort offers tourist packages tailored to many different occasions. Among those 
packages, we can find “Paradise for families in the embrace of the future” with which a tourist has 
an opportunity to taste fine local wine or “Family holidays in nature”. The Eco Resort also offers the 
opportunity to organize team-building events which might be interesting for companies from close 
countries such as Croatia, Austria or Hungary. The regular price for the cottage ranges between 
EUR 130 and 195 per night and depends on the period of the year. In the case of the hut, this price 
is from EUR 65 to 80 (‘Experience the fairytale of Velika Planina in a valley’, 2019). 
The Slovenia Eco resort also offers a job to all the adventure seekers that might be interested in 
working. Among the duties that will have to be fulfilled, are taking care of animals, of the garden 
and of the wellness with a natural swimming pool and guiding activities and workshops for children 
(‘Experience the fairytale of Velika Planina in a valley’, 2019). 
There are plenty of benefits that a potential worker will be able to enjoy, such as local, fresh and 
healthy food, free wellness facilities, job and anti-stress program and, what is more, the natural and 
fresh environment in the mountains. This can be a great opportunity to run away from the daily 
life in the city or the opportunity to experience something new (‘Experience the fairytale of Velika 
Planina in a valley’, 2019). 
The Eco Resort offers two concepts in terms of Slovenia: the first is cultural tourism and the second 
is the concept of ethno or ethnic village. In the next few paragraphs both terms will be presented. 
Firstly, let’s define what does cultural tourism mean. 
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3.4. BOSNIA AND HERCEGOVINA

3.4.1. STATISTICAL DATA OF BOSNIA AND HERZEGOVINA TOURISM 

Tourism in Bosnia has been experiencing a real expansion in the last years. If we take a look at 
the table below, the number of tourists has steadily increased, except for the period 2014–2015, 
when tourist visits stagnated in Bosnia and Herzegovina (Table 2: Statistical data of Bosnia and 
Herzegovina tourism). Since 2013 the classification of accommodations was revised so that camps 
and resorts are a separate category and hotels and motels form the same category, which was not 
the case until then. The number of nights spent in camps has increased dramatically since 2016.
 

Table 2. Statistical data of Bosnia and Herzegovina tourism 

Source:  (‘Agencija za statistiku BiH’, 2020)
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3.4.2. RURAL TOURISM IN BOSNIA AND HERZEGOVINA 

Fortunately, there are many initiatives that deal with the development of rural tourism in Bosnia 
and Herzegovina, which are mostly sponsored by international non-governmental organizations. 
Their results are reflected in the fact that thanks to the small donations received, they are able 
to explore the possibilities and plan the development of new destinations, provide assistance to 
farmers by introducing them to the tourism aspect of their home or organizing different study 
trips. The total contribution of tourism to our country’s GDP is only 7 percent but the authorities, 
with their activities of strengthening tourist activities and attracting foreign tourists, show a 
desire to increase the number. The data regarding the number of tourists who visited Bosnia and 
Herzegovina in the first four months of 2019 are not yet known but tourist experts assume that the 
growth trend will continue to be seen. In the city of Bijeljina, there was an increase in arrivals and 
overnight stays of 5.1% in 2018, as opposed to 2017. According to the official data of the tourist 
organization of Bijeljina, 30,000 tourists had 57,000 overnight stays in 2017. Bijeljina is planning 
to increase the number of foreign tourists by 19% in comparison to the last year. According to the 
analysis of the tourist organization, a limiting factor for the development of tourism in Semberija 
is a small number of accommodation capacities with 830 beds, although in the «Stanišići» ethno 
village there are two five-star hotels out of five such hotels in the Republic of Srpska. Regarding 
market surveillance, it was reinforced through tax inspection and the suppression of grey economy. 
Besides, the number of rented apartments per day went up. Consequently, all together resulted 
in a significant increase in the records of tourists and realized overnight stays. In the structure of 
foreign tourists who visited Bijeljina in 2017, 45% are guests from Serbia, as well as from Slovenia, 
Croatia, Germany and Switzerland. Of the total percentage, 70% are foreign guests who reside in 
the ethno village upon their arrival in Bijeljina.
The «Stanišići» ethno village brings a whole new experience to its visitors who want to go on a 
guided tour of the complex of this tourist gem. From now on, the tourists will be able – with the 
help of audio-guides with the headphones – to listen to an interesting and authentic story about 
each of the facilities. The idea of that new touristic offer is based on the reputation of the famous 
«Alcatraz prison» on the island of the same name near San Francisco.
The «tour» through the ethno village lasts about 32 minutes and at the visitor’s request it can be 
interrupted at any time, so that he or she can take photos and continue on, so the tour can take 
more time. One similar ethno village that is the closest to this area, is situated only in Vienna in 
Austria. Each year the Stanišići ethno village hosts a forum of  managers; the themes are education 
and development of individuals who represent the most important human capital. Such forum 
is very important because it’s the place where tourism and economy come together, whereas the 
participants have a chance to develop nice and useful acquaintances, and they can also get an 
inspiration for their own further progress and improvements. 
Alterural, an association for the promotion and professionalization of rural tourism in Bosnia and 
Herzegovina, made an important contribution to the concept of ethno village. The goal is to present 
pristine nature that has enormous potential and wealth, in the form of products and services that 
can be fully extended to the tourist season in all four seasons.

3.4.3. CASE STUDY OF THE «STANIŠIĆI» ETHNO VILLAGE TOURIST OFFER

In 2003 an idyllic mountain village was created in the plain near Bijeljina. The idea was conceived 
and realized by Boris Stanišić, who had been collecting ideas for Central Bosnia. The village is 
devoted to the culture and the spirit of the old times and adapted to the needs of the 21st century 
(‘Etno selo - official’, 2019).
In 2003 the tavern in «Stanišići» opened what turned out to be a success, proven also by the visitors’ 
good attendance. The first guests were the locals. Gradually and thanks to start-up capital, they 
started with attracting tourists from other parts of the country and foreigners as well. This ethno 
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complex is located at the end of Bijeljina, on Pavlovica road, near the border with Serbia. Today 
the «Stanišići» ethno village looks like a modern fairy tale that deserves to be among the first 
destinations that you must visit upon your arrival in the Republic of Srpska. During the visit to 
the ethno village, you can visit the museum, the watermill (which still mills flour for the needs of 
the restaurant and the kitchen), the Podlugovi train station and the preserved identical mountain 
houses (among which are the «House of grandpa Božo» and « Rosulje House») and you can also 
enjoy religious tourism. The Church of «St. Nicholas» is the most visited part of the ethno village. 
In the church there is a weekly mass, and it is also the place where many young couples make a 
vow of everlasting love and some of them later even baptize their own children. Already halfway 
through the sightseeing of this complex, you can find rest in the many restaurants that this place 
offers. The «Konoba Stanišići» restaurant has 200 seats in first dining area, 65 seats in the second, 
and also 100 seats on its terraces. The tavern is located on the very shore of the lake and is fully 
dressed in ethno style. It offers a wonderful view on the museum of «Stanišići» ethno village. The 
«Eλλάς» (i.e. «Greek») building was built in a stone-wood combination and it was integrated into 
the «Pirg» hotel. In addition to gastronomic delights, you can also celebrate children’s birthdays 
with karaoke; for children up to 12 years. The «Vasojević» pub is an ethno café with a good home-
made brandy, and it provides special pleasure in the winter days. The «Stanišići» ethno village has 
two hotels: «Pirg» and «Ras». The»Pirg» hotel has 5 stars and is the right place to relax your soul 
and body. To make the atmosphere complete, there are massage centres, fitness, swimming pool, 
jacuzzi, cocktail lounge, balcony and TV. Even if your visit is business-related, quality holiday is still 
a guarantee for you.
The «Ras» hotel is also a 5-star hotel. It provides the same but maybe better conditions than “Pirg”. 
It has the capacity to accommodate 160 guests in the rooms that can be single, double and rooms 
with extra bed. The «Ras» hotel is specific because the complex includes three festive shops – «St. 
Petersburg», «Moscow» and «Volga» – with which it is connected by the elevator and the staircase. 
All festive halls – depending on the opportunity – can range from 100 to 1,500 guests. Also, their 
appearance can be adapted to the type of a certain event: from the congress to the conference 
(‘Bijeljina online’, 2018). In addition to ethno museums, restaurants, hotels, mountain lodges, 
festive halls, stadiums and sports fields, within the tourist complex «Stanišići» ethno village, there 
is a newly built and modern «LEONIDA» Wellness & SPA centre that lies on the area of 2,500 m² 
(‘Trip.com’, 2019).
The centre was designed according to the existing architectural solutions in the «Stanišići» ethno 
village and is adapted to the ambience of the village, and maintains a warm connection with the 
«RAS» hotel. The «LEONIDA» Wellness & SPA Centre has an indoor swimming pool, sauna centre, 
massage and hydro massage bathtubs, steam baths, beauty salons and a modern fitness centre, 
which is needed for the best rest and relaxation of visitors and guests in the «Stanišići» ethno village.
However, everything was not always in a perfect state. In 2014 the entire complex was hit by the 
floods that lasted for 21 days.
Preserving the tradition and customs of certain areas of Bosnia and Herzegovina is becoming 
important for an increasing number of local residents from different profiles. By their example, many 
enthusiasts contribute to preserving their traditions and customs and protecting the environment. 
In the rural areas of Bosnia and Herzegovina the number of new and interesting places is growing 
every day. These can be new slopes on the mountains, plains or valleys where one can experience 
a traditional way of life and natural beauty that has immeasurable value. In these areas people, 
who try to preserve the traditions and nature, will welcome you with open arms. Although not 
sufficiently fast and in not the most effective way, rural tourism in Bosnia and Herzegovina is still 
recognized as one of the branches of tourism, which is continuing to grow due to individuals, local 
communities and not least because of the Federation of Bosnia and Herzegovina and Republic 
of Srpska. Rural tourism, especially in relation to the accommodations in rural areas, has great 
potential for tourism development in general. However, we can say that rural tourism in Bosnia 
and Herzegovina is still in its infancy. (‘Etno selo - official’, 2019).
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DISCUSSION

Regarding the study, we limited ourselves to the statistical data in two case studies. The key element 
of a successful tourism industry is the ability to recognize and deal with change in terms of a wide 
range of factors and the way they interact. Not only through promotion but also through introducing 
infrastructure and modern technology that will enable foreigners to use it at home. Moreover, it is 
recommended to extend promotion to the overseas guests and to closer countries. Besides, a more 
active use of modern technology in promotion is of key importance (Raspor & Mise-Srajlehner, 
2017). Full and true comprehension of the rural tourism role is realized through revealing habits of 
a host, traditional values rooted in the existing culture, and through the establishment of relations 
amongst the population at the local level (Medojevic et al., 2011). 
The ethno village as a part of rural tourism offers great opportunities for new work posts but capacities 
should be used to a greater extent and the problem of seasonality should also be overcome. All the 
key aims of the rural development must be defined by the following strategy: the development of 
a sustainable and efficient agricultural sector, the living standard of the population who lives from 
agriculture, creation of social and economic conditions in the rural regions, all of it within the 
National strategy of the rural development.
It is necessary that appropriate incentive measurements be established within the strategic policies of 
both Slovenia and Bosnia and Hercegovina in order to make more attractive conditions for tourism 
promotion. It would be also of great importance that these two countries provide better conditions 
related to their tourist products in order to motivate tourists to stay longer at the destinations and, 
based on that fact, to ensure that their tourist expenditure could significantly increase. Establishing 
a creative and innovative tourist product, which would be, at the same time, adjusted according to 
the specific characteristics and requirements of tourists, would be the right way to achieve that goal 
(Raspor et al., 2017).
The findings of this survey could be a useful tool in a better understanding of future trends in ethno 
tourism in terms of the region. It would offer one of the platforms for considering the possibilities 
for networking of the main tourism subjects in the selected countries of the Balkan region and 
to use synergy effects in joint promotional and sales activities. Concerning the actual and future 
importance of the market segment in the total international tourism flow, it is necessary for all the 
observed countries to perform active measures in marketing research and planning.  
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ABSTRACT

The aim of this paper is to present the main advances in the adoption of precision agriculture 
technologies. While we are witnessing the emergence of a literature dedicated to the adoption of new 
technologies, this theme still suffers from a lack of consensus on its conceptualization. Based on the 
prisma statement method (Preferred Reporting Items for Systematic Reviews and Meta-Analyzes), 
the objective is to carry out a review of the systemic literature in order to identify the main factors 
of adoption of the technologies of precision agriculture over the past ten years. The results show 
that individual factors are the most empirically identified as determining factors in the adoption of 
precision agriculture technologies. That said, the farmer is at the center of the adoption decision. 
Perceived utility is the factor most identified in the literature as the determinant of adoption.
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INTRODUCTION 

The introduction of technological innovations has now become an imperative. The modernization 
of the economic sectors is more and more necessary, in particular that there are economic, social, 
and environmental issues. This latest health crisis (COVID-19) has reinforced this need to move to 
a digital economy, especially when this pandemic has paralyzed many sectors, thereby threatening 
food security. The agricultural sector is then one of the sectors most concerned. Indeed, although 
this sector is certainly more innovative than in the 80s and 90s, it remains insufficiently modernized 
to meet current challenges (Food security, problems of productivity and competitiveness, jobs, 
reduction of social inequalities…). Empirical studies suggest that new technologies have positive 
agronomic, economic and environmental effects (Koutsos and Menexes, 2019). Experts agree today 
that technological innovation is an asset to gain time and precision for the benefit of the farmer, the 
farm and the environment.
At this level, precision agriculture (PA) appears to be a major asset in making agriculture an 
innovative and responsible sector. The literature indicates that PA technologies have one thing in 
common: optimizing agricultural production. PA technologies today allow farmers to apply the right 
dose of input at the right time, reduce the use of phytosanitary products, predict the appearance of 
diseases in a plot, reduce energy consumption fossil or the arduousness of the work. It also makes 
it possible to precisely determine the water, fertilizer and phytosanitary product requirements for 
crops. It thus becomes possible to optimize the use of chemical inputs and equipment, as well as a 
reduction in C02 emissions.
The adoption of PA technologies by farmers is the starting point for the development of innovative 
agriculture, in which farmers are the actors, and technologies are the tools for this development. 
Adoption itself is a complex part at this level. Previous studies show that the adoption of technology 
depends on many factors (socio-demographic, economic, institutional, etc.), and the farmer is 
at the center of the decision to adopt and accept the technology. Empirical studies suggest that 
the adoption decision would be shaped by several determining factors. From this perspective, 
questions arise: What actually depends on the adoption of PA technologies by the farmer? What 
can depend on attitude and his adoption decision? How can we explain the mechanisms of adoption 
of technologies by the farmer?
The aim of this article is to conduct a review of the systemic literature with the aim of identifying 
the main factors for the adoption of PA technologies on a global scale. Although the literature 
is abundant on this subject, there is however lack of works which synthesize research on this 
subject. Our goal is to take stock of research over the past ten years, with the aim of identifying the 
determining factors, their frequencies and their importance, but also to highlight the theoretical 
gaps, that is, to highlight what has not been covered in this research stream. The interest of this 
research lies in the understanding of the factors influencing the adoption of new technologies 
which are essential both for the decision-makers, the diffusers of these technologies (companies), 
and for the researchers who study the determinants of growth. Finally, interest in digitalization 
and the transition to a digital economy has only increased in recent years. This interest has just 
been reinforced by the COVID-19 pandemic. Public authorities therefore need to understand the 
adoption mechanisms in the farmer in order to be able to put in place a strategy for the development 
of digital agriculture.
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1. MATERIALS AND METHODS

This study is a systematic review of the literature, with the aim of researching and synthesizing 
scientific work on the determinants of the adoption of PA technologies. We opted for the prisma 
statement method (Preferred Reporting Items for Systematic reviews and Meta-Analyzes), which 
can be summarized in four steps: Identification - Selection - Eligibility - Inclusion. This systematic 
review of the literature covers the period 2010-2019, i.e. ten years of research. To identify 
research work, we targeted two databases: SCOPUS, and Science Direct, which are relevant and 
complementary search engines. To identify the publications, we did a search by keywords, at the 
level of titles and/or summaries. A transversal reading of the literature allowed us to identify these 
keywords. The table below presents the keywords used for this search :

Table 1. Keywords used in research

Keywords

Group 1
Precision agriculture, Technology Adoption, precision farming, Diffusion 

of innovation, Innovation in Agriculture, Agricultural practice, Intensity of 
adoption

Group 2

Variable rate technology, GPS guidance, GPS autosteer, Remote sensing, 
Connected sensors, Agricultural robots, agriculture drone, Variable rate 

technology, variable rate fertiliser, High-tech Agriculture, Unmanned Aircraft 
Systems, 

 
For selection, the studies had to meet the following inclusion and exclusion criteria: First, only 
articles review were selected for this study. The articles were to be published in English or French 
between January 2010 and December 2019. The subject covered was to focus specifically on the 
determinants of the adoption of PA technologies. The exclusion criteria were non-response to the 
inclusion criteria, in other words, articles published before January 2010 are not included, and also 
articles published in languages other than English and French, articles off topic, documents other 
than journal articles and journal articles, and finally duplicate articles.
The article admissibility review was conducted by the author of this work. The quality of the selected 
articles was then assessed. A quality score of 60% had to be reached for an item to be selected. 
Finally, two software programs were used in this work. The Zotero tool was used first to import and 
filter the articles, then we exported the selected articles to the Nvivo software to analyze content.

2. RESULTS

In what follows, we will successively present the selection procedure, the main results from the 
synthesis of this literature on the determinants of the adoption of PA technologies. We then discuss 
the determining factors of adoption, their frequency of identification, their importance. Previously, 
we present some indications on the selected articles.

2.1. STUDY SELECTION

An initial bibliographic search using the keyword “Precision agriculture” in the two databases 
(Scopus and Science Direct) gave rise to 12,117 publications. The search equation (Eq1) and 
the filter used made it possible to identify 221 articles (106 in the Scopus database, and 115 in 
the Science Direct database). These 221 articles were exported to the Zotero software for initial 
processing. A vertical reading made it possible to delete 43 double articles. Then, we tested the 
eligibility of the articles by reading the titles and the summaries to check if the articles correspond 
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to the objective of this study. This step removed 97 articles that are not specifically concerned with 
identifying the determinants of the adoption of precision farming technologies. We point out that 
we have targeted empirical work and work with qualitative approaches. The qualitative approach 
in research has become a trend in recent years. Researchers tend to favor the qualitative approach 
in order to better contextualize their work. Finally, the full-text analysis saved 41 articles for this 
systematic literature review.

Figure 1. Flow chart of the bibliographic research
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2.2. GENERAL INFORMATION ON SELECTED ARTICLES

The final sample consists of 41 articles written in English and published in English-language 
journals. About 60% of the articles were published between 2017 and 2019, and 40% were published 
in 2019. This shows that there is a recent dynamism in this field.

Figure 2. Number of publications per year

The sample of selected articles is heterogeneous and covers several continents. All geographic 
areas are represented but in varying proportions. This criterion was not taken into account in the 
inclusion criteria, we did not seek to have a balanced distribution. The quality and relevance of 
the articles were our priority in the choice. In terms of the breakdown of articles by country, the 
United-States leads with seven articles, or around 17% of the sample. It is followed by New-Zealand 
with 4 articles, approximately 9% of the sample, and the United-Kingdom and Germany with 3 
articles each. Less than 10% of the articles come from Africa, represented with 4 articles. The rest of 
the continent, Asia has eight articles in this literature review. The following graphic presents more 
details on the origin of the other papers. We will now focus on the theoretical frameworks of these 
publications

Figure 3. Number of publications by country
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3. FACTORS INFLUENCING THE ADOPTION OF PRECISION 
AGRICULTURE TECHNOLOGIES :

Analysis of the literature revealed 21 variables that could influence the adoption of PA technologies. 
To give a broad overview of the research work, we offer in the table below, a summary of all the 
articles selected (Table 2).
We then grouped these variables into four groups of explanatory variables: individual factors, 
organizational factors, environmental factors and technological factors (Table 3). Thus, 10 
individual factors were identified, or approximately 48% of all factors, with the highest frequency 
of identification by the researchers. The organizational and institutional factors are 4 factors each, 
or 19% for each of all the factors identified. Finally, the factors relating to the technology itself are 
identified as determinants of adoption, i.e. 3 factors identified.
Then, we can classify these determinants according to their degree of importance and influence on 
the adoption of new PA technologies. The following table shows the ranking of factors, specifying 
the number of times identified in the 41 articles consulted as determining factors for the adoption 
of PA technologies.  
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Table 4. Degree of importance of the factors according to the number of times identified

Importance 
Degree

Factors Number times  
identified

Identification 
Frequency (%)

Level 1
(High)

Perception Utility 21 5,3
Farm size 11 3,1
Education 10 2,8
Ease of use 10 2,8

Level 2
(Way)

Age 9 2,5
Cost 9 2,5

Gender 6 1,7
Income 6 1,7

Farmer-consultant 
relationship

5 1,4

Credit Access 5 1,4
Farmer's Experience 4 1,1

Risk Aversion 4 1,1
Level 3
(Low)

Family size 3 0,8
Land tenure 3 0,8

Financial support 3 0,8
Secondary activity 2 0,6
Using a computer 2 0,6
Orientation de la 

production
1 0,3

Activity type 1 0,3
Compatibility 1 0,3

Information provided 1 0,3

3.1. INDIVIDUAL FACTORS

Age is identified four times as determinants of adoption on the 41 articles selected. Older farmers 
tend to be conservative and reluctant to change and adopt technologies due to risk aversion (Kaliba 
et al., 2020). Brown et al., (2019) explains that older farmers are more risk-averse, less motivated to 
experiment with new technologies, less likely to be influenced by the benefits of new technologies. 
However, Paustian and Theuvsen (2017) explains that young farmers are more open to innovations 
and more likely to adopt new technologies. Reichardt and Jürgens (2009) add that sometimes the 
adoption of technologies by older farmers is explained by the high investment costs, and that these 
farmers already have the means to acquire them, unlike the younger ones.
Education is ranked as the third most identified factor with 11 times identified as a determinant of 
adoption. The level of education is emphasized by many authors as a determinant of the adoption 
of new technologies (Bucci and al., 2019; Carrer and al., 2017; Gyata, 2019; Reichardt and Jürgens, 
2009). For example, (Kaliba et al., 2020), find that the adoption rate increases with the level of 
education of the farmer, especially if technology is advanced, and that learning is necessary for its 
use. farmer its use, but also, becomes someone more open to innovation.
The gender factor is also a determinant of adoption (6 times identified). However, the influence of 
gender on the adoption of new technologies remains unclear. While (Danso-Abbeam et al., 2019) 
shows that men are more likely to adopt technology than women, (Hay and Pearce, 2014), finds 
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that women have a more positive perception than men about the benefits of new technologies, it 
highlights the interest of rural women in technology which has enabled them to derive substantial 
benefits, for example by adopting a livestock management system. The author adds that rural 
women use three times more new technologies than men.
As mentioned above, the cost of acquisition has been closely linked in the literature to agricultural 
and non-agricultural income (6 times identified). Research shows that the higher the farm income, 
the more likely the farmer to adopt new technologies (Miller et al., 2019). The existence of non-
farm income also increases the chances of adoption (Ng’ang’a et al., 2019). Barnes et al. (2019) 
explains that for farmers with moderate income, off-farm income provides cash that can help the 
farmer acquire new technologies. Access to off-farm income-generating activities is generally 
associated with the adoption of technology. Griffin et al. (2017) found that adoption has high entry 
costs and that higher income farmers are more likely to adopt it. Lambert et al. (2015) showed that 
a 10% increase in income from farming was associated with a 9.2% increase in the chances that a 
producer would adopt these technologies.
Perceived utility tops the ranking with twenty-one times identified as a determinant of adoption. 
Farmers are more likely to adopt new technologies after seeing their usefulness in the field (Barnes 
and al., 2019; Brown and Roper, 2017; D’Antoni and al., 2012; Dela Rue and Eastwood, 2017; Griffin 
and al., 2017; Mengistu and Assefa, 2019, 2019; Ng’ang’a and al., 2019). For example, Brown and 
Roper (2017), in a study on the adoption of technologies in the dairy sector in Italy, he indicates 
that the demonstration of new technologies are practically done within networks of farmers, which 
push them thereafter to adopt the same technology (Brown and Roper, 2017). Zhang et al. (2019) 
adds that cleaner production techniques (CPT) will not be adopted only when the farmers have 
perceived their usefulness, but also, have seen the satisfaction of other farmers who have already 
adopted this technology.
On the other hand, several authors consider that the farmer’s experience is an indicator of his skills 
in the farming profession (Brown and al., 2019; Carrer and al., 2017; Griffin and al., 2017; Paustian 
and Theuvsen, 2017). The experience factor is identified as a determinant of adoption, but the 
research results do not lead to the same conclusions. While Paustian and Theuvsen (2017) showed 
that an experience of less than 5 years, and between 16 and 20 years in agriculture promotes the 
adoption of new technologies, Carrer et al. (2017) found that l farmers’ experience has a negative 
impact on the adoption of information systems.
A review of the literature reveals another important factor affecting the adoption of new 
technologies, namely the attitude to risk. Some farmers prefer to work with the means at their 
disposal rather than investing in new technologies (Miller and al., 2019). This reluctance can be 
explained in particular by the uncertainty, first of all about the use of technology, and then about 
economic return. For example, when the market price of agricultural products falls, farmers tend to 
invest less in capital (machinery, innovation, etc.). For example, Barnes et al. (2019) points out that 
farmers who have less uncertainty about the economic return of VRNT are more likely to invest 
in these technologies. Complex technologies require additional investment in learning. Ng’ang’a 
and al. (2019) adds that a low level of skills and know-how have a negative influence on adoption. 
Its results show that technologies that require specific skills and technical know-how decrease the 
likelihood of their adoption.
Danso-Abbeam and al. (2019) find that household size explains the probability and intensity of 
adoption. This could be attributed to the availability of labor that is none other than household 
members. Kaliba and al. (2020) explains that labor availability is a crucial factor in technology 
adoption, especially when labor supply is scarce, and it is difficult to hire additional labor. 
Otherwise, adoption of labor-intensive technologies is likely if the labor force is plentiful and 
cheap, or the chances of household members finding non-farm employment are reduced. In the 
same perspective, Ng’ang’a and al. (2019) reported a negative relationship between the cost of labor 
and the likelihood of adopting labor-intensive farming practices.
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Finally, the use of computers in farm management has been associated with the adoption of certain 
technology, such as a PDA (Walton and al., 2010), or the autosteer GPS guidance system (D’Antoni 
and al., 2012). Walton and al. (2010) explains that farmers who use computers in administrative 
management (for mail, invoices, for accounting, inventory management, human resource 
management, etc.) may be more likely to adopt the technology of ‘AP. Reichardt and Jürgens (2009) 
postulate that farmers who are open-minded about technological progress are also more favorable 
to the adoption of technologies on their farms.

4. ORGANIZATIONAL FACTORS

Farm size comes second with 11 times identified as a determinant of adoption. Carrer et al. (2017) 
explains that large farms are more complex to manage, new technologies have proven to be effective 
in optimizing production and reducing costs. Danso-Abbeam and al., (2019) explains that the size 
of the farm is linked to the adoption of new technologies, because the farmer tends to devote part 
of his land to trying out a new technology first, unlike farms short. These results align with several 
results from previous studies on the adoption of PA technologies (Brown and al., 2019; Carrer et 
al., 2017; Paustian and Theuvsen, 2017; Reichardt and Jürgens, 2009; Welsh and al., 2010). The cost 
of acquiring technology is often identified as a determinant of adoption (9 times identified) (Carrer 
and al., 2017; Chang and Tsai, 2015; Keskin and Sekerli, 2016; Khanal and al., 2019). Gyata (2019) 
and Reichardt and Jürgens (2009) points out that the majority of farmers are reluctant to introduce 
precision farming techniques mainly due to their high costs. Large farms are more likely to adopt 
precision farming technologies by small farms because of their financial capacity (Barnes and al., 
2019) .However, the cost of acquisition has been closely linked in the literature to agricultural and 
non-agricultural income.
On the other hand, Barnes and al. (2019) points out that the lack of reduced land tenure would 
target the answer for farmers to adopt the technologies. Indeed, farmers with title deeds are more 
likely to have practices that improve the soil compared to those without title deeds. This result is 
similar to that of (Barnes and al., 2019), indicating that the land title gives farmers their rights to 
use the land. Studies (Lambert and al., 2015; Séogo and Zahonogo, 2019; Welsh and al., 2010) have 
indicated that farmers who have obtained property certificates feel more secure, which allows them 
to make the long-term investment. This is the case for example of drip, its non-adoption is most 
often linked to the location status which does not benefit from subsidies.
On the other hand, some studies have shown that farmers who practice commercial farming are 
more likely to see the technologies, as they often seek to improve their production compared to 
farmers who practice subsistence farming. (Barnes et al., 2019) finds that the results obtained from 
the technologies increase by 10% for commercial farmers, but decrease by 26% for subsistence 
farming. The author explains that this could also be due to the fact that commercial farmers are risk 
takers compared to those who are not commercial.
As for the activity type, Lambert and al. (2015), showed that the adoption process is a dynamic and 
complex process, linked to changes in land use. For example, livestock has a positive effect on the 
process of adopting new technologies. In addition, Lambert et al. (2015) showed that the factors 
that influence the timing of adoption are linked to the characteristics of the farm. Thus, (Adnan et 
al., 2017; Mengistu and Assefa, 2019) have shown that the variable “crops grown” on the other hand 
has a determining effect. Many farmers argue that drip is not suitable for old plantations, because 
they say this technique does not meet the water requirements of trees that have already developed 
a deep root system. On the other hand, market gardeners in greenhouses are often adepts of drip.
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5. INSTITUTIONAL FACTORS 

Most studies show the importance of public service intervention in relation to the adoption of 
new technologies. It has been shown that awareness (Adnan and al., 2017; Mengistu and Assefa, 
2019), access to agricultural extension services (Mengistu, 2019), credit facilities and the practice 
of aggregation (Barnes et al., 2019; Danso-Abbeam and al., 2019; Gyata, 2019; Kaarthikeyan and 
Suresh, 2019), are essential to encourage the adoption of technological innovations.
Mengistu and Assefa (2019) finds that training and extension are means of raising awareness 
and supporting the adoption of watershed management practices. Reichardt and Jürgens (2009) 
emphasizes the importance of a good advisory service, and of providing the necessary information. 
The author points out that lack of counseling and training are barriers to adoption, and that the 
availability of the internet alone is not a sufficient factor for farmers.
Farmers’ access to credit services is identified as a determinant of the intensity of adoption, 
because bank credit allows farmers to have other financial resources, and therefore invest in new 
technologies. Several studies (Danso-Abbeam and al., 2019; Gyata, 2019; Kaarthikeyan and Suresh, 
2019) conclude that farmers’ access to credit services increases the adoption of technologies.
Barnes and al. (2019) have shown that subsidies and taxation are considered to be positive drivers 
for the adoption of new technologies. Adnan and al. (2017) indicated that the adoption of green 
fertilizers is strongly linked to certain financial initiatives, such as capital grants for maintenance, 
reduction of the tax for adopters, reduction of the interest rate and technical supplements for the 
adoption of green fertilizers in order to reduce costs and therefore increase yields.
Kaarthikeyan shows that the variable «amount of subsidy» is strongly correlated with the adoption 
rate, the higher this amount, the greater the probability of adoption. Logically, the variable «difficulty 
in accessing the subsidy» is correlated with a relatively low rate of adoption. The more difficult 
farmers find it to access the subsidy, the lower the probability that they will adopt drip.

6. TECHNOLOGICAL FACTORS

Ease of use is identified as an important factor in the adoption of PA technologies (10 times 
identified). Adnan and al. (2017) finds that farmers’ intention to adopt AMPs is influenced by 
perceived ease of use, subjective standards and perceived behavioral control. Analysis shows that 
farmers’ perception of the ease of use of PA technology has a significant impact on its adoption. A 
farmer who perceives PA technology as complex or difficult to use is therefore less likely to adopt 
it (Aubert and al., 2012).
On the other hand, the issue of technology compatibility was often raised when studying perceived 
utility. Aubert and al. (2012) emphasize the importance of technology compatibility, it shows 
that “technology compatibility” has had the strongest influence on the perceived usefulness of 
the technology and a very strong influence on the ease of use. Lack of compatibility can create 
uncertainty and reluctance on the part of farmers to spend large capital expenditures on PA 
technology (Higgins and al., 2017). Therefore, setting standards that match farmers’ practices 
would maximize compatibility, which in turn would increase both perceived usefulness and ease of 
use, and ultimately increase adoption (Aubert et al., 2012). Finally, Nordin et al.(2014) found that 
the adoption process requires several variables, such as the quality of the information provided by 
the technology.
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CONCLUSION
 
The purpose of this contribution was to synthesize the last ten years of literature on the adoption 
of precision farming technologies. Using the prisma statement method (Preferred Reporting Items 
for Systematic reviews and Meta-Analyzes), 41 articles were selected in this systematic review. An 
in-depth analysis was conducted to identify all of the factors that impact farmers’ adoption of the 
technologies. The main elements found were listed in Tables 2, 3 and 4. The results of this systematic 
review, as well as the limits and perspectives of research can be summarized as follows: The results 
first show that individual factors are most identified as determinants of the adoption of precision 
farming technologies. This means that the farmer is at the center of the adoption decision. On the 
other hand, perceived utility remains the factor most identified in this systematic literature as a 
determinant of adoption. Thus, according to the results obtained, the impact of certain factors on 
adoption is not unanimous. The farmer’s gender and experience are not always determinants. More 
work is still needed at this level.
In most studies, adoption factors were treated separately. Analysis of the results reveals that there are 
direct relationships between the factors themselves (for example, income with the cost of acquiring 
technology are closely linked). This suggests that in future work, it would be more relevant to treat 
these factors as covariates or moderating variables.
This study is not without limits. First, there is likely unpublished work and research in languages 
other than English that was not considered and included in this study. English being the main 
language for research dissemination in the world, and given that it is generally difficult to have 
access to unpublished documents, these limits are not likely to strongly affect the results obtained. 
Then, the heterogeneity of the included studies does not allow to make comparisons or meta-
analyzes or draw conclusions for future applications. This implies that this area still needs further 
research. It also appeared that the literature dealing with the determinants comes from English-
speaking countries also creating a selection bias. Questions arise at this level, would the nature of 
the determinants of adoption depend on the level of development of the countries? It is reasonable 
to assume that farmers in a developed country are more influenced by individual factors than by 
institutional factors. For example, in developing countries, where institutional blockages (such as 
red tape for the use of drones, lack of financial support and advice) are more answered. You might 
even think that the spirit of innovation is more developed in some countries than others. At this 
level, a research avenue which seems interesting, namely: the evaluation of the spirit of innovation 
among farmers in relation to the adoption of new agricultural technologies. According to the 
results of this research, no study has been interested in this aspect. Ultimately, this work can form 
the basis for further empirical work on the determinants of adoption. It can also serve the public 
authorities to set up a policy for the modernization of the agricultural sector. Digitization has today 
become an imperative in all sectors of the economy, including agriculture. COVID-19 will certainly 
accelerate this desire for modernization, but its success depends first of all on an understanding of 
the mechanisms that lead the farmer to the acceptance and adoption of new technologies.
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INTRODUCTION

In global competition, the ability to attract foreign investments is a key factor for the development 
of the country’s economy, given the ability of these investments to generate employment, raise the 
level of productivity in a specific area and or industrial sector, the ability to transfer know-how, 
knowledge and skills, not only technological, but also organizational and managerial.
In a period of economic, health and social crisis, such as the one generated by the Covid 19 pandemic, 
Foreign Direct Investment attraction policies can be a key factor in the economic recovery.
Policies for attracting foreign investments in a territory should be based on investment promotion 
and facilitation; this could be reached by using incentives and simplifications, introducing 
transparency and improving the availability of information and on making administrative 
procedures more effective and efficient.
It’s important to offer to the investor a favorable territory that can satisfy all his requirements and 
with this mind Investment Promotion Agencies should use of actions of support and personalized 
assistance to potential investors. Those action can be:
 a. Support the foreign investor through the whole investment process, helping the 
investor in identifying the authorization procedures and the actions to be carried out in order to 
get the necessary licenses or permits.
 b. Encourage dialogue between the foreign investor and the competent institutions, in 
order to facilitate the completion of administrative procedures.
 c. Facilitate the coordination of the procedures under the responsibility of the various 
administrations involved in the investment project, favoring the adoption of the administrative 
simplification and acceleration institutes that exist.
 d. Dialogue with the administrations involved in the implementation of the investment, 
in order to get a timely and certain response to foreign investors interested in the market (Ministero 
dello sviluppo economico, 2020).

A recent study on the trend of government’s investment attraction policies highlights the favor of 
investment promotion over facilitation Figure 1.
The study showed that only the 20% of investment attraction measures was aiming at facilitating 
investment, while the other 80% was related to incentives or Special Economic Zones or Investment 
Promotion Agencies (UNICTAD, 2020).

Figure 1. Review of the authors based on UNCTAD, Investment Policy Monitor Database, 2020
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With the aim of reinventing the investment facilitation strategy adopted by the Investment 
Promotion Agencies, a Global Action Menu for Investment Facilitation has been drawn up: a set of 
10 actions aiming at developing the investment facilitation strategy (UNCTAD, 2017).
1. Promote accessibility and transparency in investment policies and regulations and  
procedures relevant to investors. 
2. Enhance predictability and consistency in the application of investment policies. 
3. Improve the efficiency of investment administrative procedures. 
4. Build constructive stakeholder relationships in investment policy practice. 
5. Designate a lead agency, focal point, or investment facilitator with a mandate to handle investor 
complaints and prevent disputes. 
6. Establish monitoring and review mechanisms for investment facilitation. 
7. Enhance international cooperation on investment facilitation. 
8. Strengthen investment facilitation efforts in developing-country partners through support and 
technical assistance.
 9. Enhance investment policy and proactive investment attraction in developing-country partners 
through capacity building. 
10. Complement investment facilitation by enhancing international cooperation for investment 
promotion for development, including through provisions in international investment agreements›› 
(UNCTAD, 2017).
These tools can be used by Investment Promotion Agencies to incentivize the investor in choosing 
their own territory rather than settling elsewhere. For the investor, these actions correspond to 
more information and greater security that is guaranteed by a State body.
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1. FOREIGN DIRECT INVESTMENTS AND REAL ESTATE:THE ROLE OF 
THE DUE DILIGENCE

In a real estate investment, a key role in the choice of the investor is knowledge and risk. The 
investor aims to seek information to lower the risk threshold, and through the Risk analysis he 
aims at reducing the effect of uncertainty on objectives. It does exist an inversely proportional 
relationship between knowledge and risk: as the knowledge on an object / asset increases the risk 
for the investor decreases. Knowledge thus becomes a competitive and silver bullet for the attractive 
territory. 
The influence due to incorrect or missing information grows as time flows in the phases of a 
project. The figure 2 shows the relationship between the ability to influence project quality, cost and 
schedule and the cost to implement changes in project quality, cost and schedule. In the early stages 
of the process, incorrect or missing information does less harm than in the latest stages. In fact, 
the implementation of changes in the primary phases involves a minor disruption of the project 
compared to an implementation that occurs in the final phases (Oberlender, 2000).

Figure 2.  Importance of Clear Project Definition during the
Early Phases of a Project, Oberlender, 2000.

In order to reduce the risk and the repercussions of incorrect or missing information in the success 
of a project, it is necessary to identify the phases of a project and their definitions.
Among the literature on this issue, the phases of the project are usually defined by the initial analysis 
of the owner’s need for the project, followed by the design development (preliminary and detailed 
design) and finally the construction phase. 
As we can see in the figure 3, the author represents the various stages in the life of a project. For 
each step performed, with each move made, more information is requested, and more people are 
involved in the process. Typically, the collection of information on an asset is carried out through a 
due diligence, and it should be made as soon as possible, in order to have all the information in order 
to perform an informed “request for engineering study”, as the step carried out after identifying the 
customer’s needs.
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Figure 3. Phases of a Project, Oberlender, 2000.

In the diagram, this acquisition of information on the asset/land is not mentioned and there is 
also a lack in the non-definition of the relationship with the Public Administration, which often 
determines a critical factor in a project, it is also not mentioned the relationship between the 
different actors, all in the perspective of the investor. Public Administration has the important role 
of granting the authorizations necessary for the progress of the project. This strategic role often 
causes an extension of the time required.
In a project the main risks that may arise can have different nature: technical, economic or financial 
and temporal. The first results in the non-satisfaction of users, because the requirements have not 
been met due to bad interpretation by the designer or due to inadequate or deficient execution. 
Risks of an economic nature affect the outcome of the intervention in the cost-benefit assessment, 
while those of a financial nature are related to the size, structure and operational capacity of the 
promoter. Lastly, we have those related to the timing of the interventions linked to the postponement 
of activities or to a change in the context that change the surrounding conditions and therefore the 
financial plan linked to the intervention.
 Usually in the check list for project definition it’s asked the general information, some site 
information like accessibility of utilities and transports, some information on the building and the 
regulatory requirements (Oberlender, 2000) Table 1.
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Table 1. Elaboration by the authors. Check list for project scope definition, Oberlender, 2000

ABBREVIATED CHECK LIST FOR PROJECT SCOPE DEFINITION OF
AN INDUSTRIAL PROJECT

1. General

1.1 Size of plant capacity
1.2 Process units to be included
1.3 Type of plant feedstock
1.4 Products to be made, initial and future
1.5 Should plant be designed for minimum 
investment
1.6 Horizontal vs. Stacked arrangement of 
equipment
1.7 Layout and provisions for future expansion
1.8 Any special relationship (e.g. involvements 
of other companies)

2.Site information

2.1 Access to transportation: air, waterway, 
highway, railway
2.2 Access to utilities: water, sewer, electrical, 
fire protection
2.3 Climate conditions: moisture, temperature, 
wind
2.4 Soil conditions: surface, subsurface, 
bearing capacity
2.5 Terrain: special precautions for adjacent 
property
2.6 Acquisition of land: purchase lease, 
expansion potential
2.7 Space available for construction

3.Buildings

3.1 Number, types and size of each
3.2 Occupancy: number of people, offices, 
laboratories
3.3 Intended usage: offices, conferences, 
storage, equipment
3.4 Special heating and cooling requirements
3.5 Quality of finish work and furnishing
3.6 Landscaping requirements
3.7 Parking requirements

4.Regulatory requirements

[1.] 4.1 Permit: construction, operation, 
environmental, municipal

[1.] 4.2 Regulations and codes: local, state, 
federal

[1.] 4.3 Safety: detection system, fires, 
emergency power

[1.] 4.4 Environmental: air, liquids, solids, 
wetlands

[1.] 4.5 Preservation restrictions
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All of this required information lacks a fundamental dimension: time, which should instead be a 
crucial factor to be analyzed in defining the risk for the investor.
The definition of the timing is certainly a difficult evaluation to carry out as many actors are involved 
in the process and all of them have different roles, necessary for the success of each phase of the 
process. 
Time should be considered starting from the analysis of the owner needs and project objectives:  
we focus on a detailed analysis of the project requirements without specifying the timing that the 
investor is willing to wait for the completion of the project.
The definition of the maximum time available to complete the investment, starting from the 
location choice to the final settlement is a fundamental factor to be taken into consideration and 
which should be estimated upstream, in the location scouting phase.
Short project times appear to be a competitive potential that could guide the investor’s choice. In 
this context, it is useful to analyze all the factors that could generate delays and understand how to 
estimate them ahead of time.
From the point of view of an investment, there are two possibilities that a company has in choosing 
the perfect settlement: greenfield areas or brownfield areas. The choice will be weighted with respect 
to the Time Cost Quality triangle of each project, identifying the advantages and disadvantages that 
each type entails.
Speaking of Brownfields and Greenfields, we can talk about two different areas, the field of Foreign 
Direct Investment which considers the investment on the area and the Management of the Built 
Environment field which considers the nature of the land.
From the investor’s point of view a Greenfield tend to be cheaper as nothing has been built on 
them previously. They have the advantage to be a blank canvas for the developers but are typically 
subject to legal and planning constraints and have many points to be taken into consideration in a 
management point of view.
However, brownfield, may have a cheaper land price but often the existing buildings have to be 
knocked down and have additional clean-up costs for land decontamination. Those sites can be 
an opportunity: they are usually situated in a strategic location and can be the way to create a 
better neighborhood and friendlier community. Sustainable Development Strategies encourages 
redevelopment of brownfield sites and in this focus, it is more likely that brownfield would get 
permission to redevelop rather than starting from scratch with a greenfield site.
Therefore, arises the need to find what are the tools at our disposal to understand the level of risk 
associated with each settlement opportunity, with the aim of being able to make the best, informed 
choice and also to mitigate the risk thanks to the number of information obtained.
The definition of the risk linked to the development of an area within a territory is a specialty, 
managed by professional operators, who guarantee the correctness and relevance to the general 
principles of a technical nature that must be observed in order to define the potentiality of an asset.
Knowledge of the potential constraints on the enhancement of an area defines a potential lowering 
of the risk that the investor must bear in order to complete a successful transaction.
At the level of territorial development, the information about the potentiality of an area is determined 
as fundamental, as a fundamental requirement for the enhancement and the competitive advantage 
over other territorial areas with comparable offers.       
Therefore, the effort to provide the territorial offer with an organized information available 
should be considered as an investment, consistent with the needs of the potential customer and as 
much as possible aimed at the real development of the territory, through the enhancement of the 
characteristics of each area (including also a system of attractive areas and territories).
Integrated technical consultancy is certainly one of the factors for understanding the risk profile of 
an investment in the area.
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Analysing each of the possible activities in a real estate investment, we can list the micro activities 
that must be provided, and in this way lower the risk of real estate investment by raising the level of 
knowledge of the property or area Table 2.

Table 2. Elaborated by authors. Stages of the real estate process and technical consultancy activities

ACQUISITION AND DISPOSAL OF 
PROPERTIES

Technical due diligence, regulatory 
regularization preparatory to the sale, 
management of the virtual data room

DEVELOPMENT
Design and construction management, safety, 
project monitoring and watchdog, remediation 

projects

MANAGEMENT
Technical management through a dedicated 
and exclusive technical office external to the 

customer's structure
DIAGNOSIS, MANAGEMENT AND 

RESOLUTION OF ENVIRONMENTAL 
LIABILITIES

Phase I and II due diligence and remediation 
planning and management

 
ACQUISITION AND DISPOSAL OF PROPERTIES Technical due diligence, regulatory 
regularization preparatory to the sale, management of the virtual data room
DEVELOPMENT Design and construction management, safety, project monitoring and 
watchdog, remediation projects
MANAGEMENT Technical management through a dedicated and exclusive technical office 
external to the customer’s structure
DIAGNOSIS, MANAGEMENT AND RESOLUTION OF ENVIRONMENTAL LIABILITIES 
Phase I and II due diligence and remediation planning and management
In the preliminary stages, due diligence in the legal, technical and tax aspect, represents the 
functional and technical tool for understanding the state of asset in order to allow the investor 
to approach the negotiation phases with a clearer vision of potential risks and commitments that 
investment involves. Within the real estate transaction in the three phases: preliminary, negotiation 
and conclusive, the value of due diligence in the direction of increasing knowledge and therefore 
risk control is clear.

Dealing with the services involved in the due diligence by stages, the various components can 
be divided into categories, each with its own precise location within the process of acquiring 
information during the analysis of the state of the art.
o Advisory and Technical Due Diligence
 * Purchase (DD Pre-Acquisition)
 * Management (DD Post-Acquisition)
 * Vendor (DD disposal)
 * Technical (DD Business Plan) 
o Environmental
 * Due Diligence Phase I and Phase II
 * Preliminary Environmental Assessment• Support for procurement and specifications
 * Remediation planning
 * Project Management, construction supervision
 * Health and safety according to Legislative Decree 81/2008• Asbestos management
 * Decommissioning of industrial plants 
o Property technical management
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 * Technical Due Diligence and control of activities and capex analysis
 * Extraordinary maintenance supervision and verification
 * Preliminary and executive planning of interventions
 * Enhancement of assets under management
 * Scheduled reporting
 * Pilotage and watch dog
 * Management and updating of data rooms and graphic documentation.

Figure 4. Elaborated by authors. Information and risk in local processes.

The attractiveness of a territory is therefore the result of the risk profile and knowledge of an 
opportunity Figure 6. The most attractive territory will be the one that will have more information 
and a greater knowledge of the state of affairs, assessed on the basis of the due diligence carried 
out; and it will be more attractive if it will be able to mitigate the risk also thanks to the support 
of the Municipal, Regional or National level, an activity and a role usually performed by the local 
Investment Promotion Agencies.

2. METHOD

In the literature and in the previous research experienced in Lombardy the scope of  the analysis was 
to determine the availability of brownfield areas with industrial origin and the potential demand 
for space from investors, with the need to identify new areas for production as a result of expansion 
of the existing headquarters, change of layout or change of venue. The connection with the need 
analysis has been studied, considering in an offer vs demand relationship the availability of areas 
versus the needs for space from the Investors’ side.
 To identify the needs of location of a company it has been chosen to study through the databases 
available in some Institutions in Regione Lombardia active in this field in between the property 
management and the territorial development disciplines. Some of the research analyzed have used 
methods borrowed from Quality Management in Manufacturing Industry, and the results found 
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characteristics that may determine the choice of a contractor to change the place of settlement for 
their activities. (Celani et al, 2016) it can be considered the use of Region Lombardy as a starting 
point for a research for several reasons (Assolombarda e Lab Gesti.Tec Politecnico di Milano, 
2016). Lombardy, with an area of about 24,000 square km and almost 10 million inhabitants, has 
characteristics similar to those of a real national state, both for economic performance - Lombardy’s 
GDP is in third place among European regions (Eurostat, 2011) and amounts to 20% of the national 
one (ISTAT, 2013)- both for the population density, among the highest in Europe.
The historic engine of Lombardy is the manufacturing industry, which in 2011 still accounted for 
almost 27% of the employed (Assolombarda e Lab Gesti.Tec Politecnico di Milano, 2016) This 
sector, with its particular manufacturing specializations, continues to be fundamental for the 
entrepreneurial system and the Lombard economy in general.
Analysing the 2014 Eurostat data on manufacturing production in Lombardy and in other 4 
comparable regions (Baden-Württemberg, Bayern, Cataluña and Rhône-Alpes), it can be seen that 
the number of local units present in the territory is significantly higher - more than double - to that 
located in the other selected areas, despite the losses of recent years. This proportion, however, is 
not found in the number of employees, which are higher in the two German regions. Compared to 
Cataluña and Rhône-Alpes, on the other hand, Lombard workers are much more numerous. If we 
then consider the density of companies present per square kilometre, in Lombardy this is over 3 
times higher than that found in the other European regions considered.
The characterization of the Lombard productive fabric is therefore evident, made up of smaller 
companies that are much more widespread than other European regions, which brings with it a 
structural problem of lesser accessibility, with repercussions on logistics and on the chronic need 
to build new infrastructures and connecting roads and extending service networks. The needs 
analysis is necessary in order to understand the potential of a Region and the potential of an offer 
from a Foreign Direct Investment Agency.
This needs analysis should enable the overcoming of local marketing or as it is called “Territorial 
Marketing” (Morena 2012) as the only means of promotion and attraction of investments in the 
production sector, making it more effective because it is based on the characteristics of the potential 
demand and not only on what the area offers in terms of advantages for the investor indistinct. 
Are also considered critical, the nodes in the processes and the role of market transparency in 
the dynamics of business location on brownfield over the enhancement of brownfield sites. In the 
processes of urban regeneration in national operations concerning brownfields there is a discussion 
of the issue of marginal refunctionalization of productive zones in terms of reIntroduction of core 
activities and jobs in the area (Baiardi, Morena 2009): it is neglected a technical analysis of building 
requirements for which the potential demand is a carrier for the functional recovery of areas in 
terms of production. 
This lack led to prefer one set of solutions consolidated as residential spaces, multifunctional 
culture or social centres, the commercial centres are also a common outcome (Morena 2012). 
The territorial integration component was analysed in foreign experiences: in Neumark, Kolko 
(2008) it has been evaluated the effect on the creation of jobs as a result of California’s enterprise 
zone program, analyzing the effects on the Territory of the incentive zoning for the production. 
In Beckers and Ploegmakers (2014) is reported an analysis consisted of the objectives that appear 
more frequently in the Dutch master plan and the first place you come to «Attraction and retention 
of firms» (P.5-6, Table I), in the above-mentioned document is also indicated as a high importance-
driver the encouragement of a favourable climate for doing business in the territorial areas. In 
(Arauzo-Carod 2007) it is analysed the difficulty of understanding the local specialties with models 
of success tested elsewhere and this penlight the difficulty to study the Italian situation with the 
tools borrowed from foreign experiences cited here. 
The focus on processes of authorization and on spatial planning should identify nodes that accentuate 
the difficulty of the Italian system to meet the demand for space, often fragmented, not well 
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defined or unexpressed by the Company with the offer of brownfield areas in terms of “Activation” 
(i.e. making the area productive) of the areas in a state of neglect. The difficult correspondence 
between the spatial data available, the development of effective policies to stimulate localization 
and failure interoperability between public bodies makes it difficult the settlement of businesses in 
the area, making it often ineffective policies of promotion and technical analysis of the needs of the 
production (Ciaramella 2003). 
This study aims to integrate the approach defined by the observers on Public Administration 
(Baiardi 2011) about the identification of misalignments in the authorization processes with 
typological needs, spatial and technical of the enterprises. On the operational side it aims to provide 
integration with a focus more detailed and tailored on real estate studies of strategic (time axe) 
territorial (spatial axe) scale (Camagni 1996) on the redevelopment of brownfields.
The research was conducted by consulting the databases of the Foreign direct investments agency 
Promos Italia and the Real Estate Center of the Architecture Built Environment and Construction 
Engineering Department of the Politecnico di Milano (formerly Gesti.Tec Lab), limiting the search 
for sources to cognitive activities carried out to understand the dynamics of Real Estate in attracting 
investments in Lombardy. The research area is very narrow (for scope and spatial aspects) and this 
allows us to isolate the problem and produce a possible pattern that can be reproduced elsewhere, 
once the conditions have changed. Over the years empirical research has been conducted through 
questionnaires using different methods of data collection. The analysis of databases connected to 
the experience of surveying the needs of companies has produced the awareness of the absence of 
a structured form of data collection capable of representing the settlement needs of companies. 
The table below shows a list of experiences conducted annually in the Lombardy region; these 
experiences were analyzed in order to conduct an analysis of the state of the art of the location 
strategies in the Lombardy Region.

Table 3. Empirical researches performed over the years, elaboration of the authors, 2020

Owner of the data Year
Data 

format and 
collection

Method

Promos Italia, 
Agenzia Italiana per 

l’internazionalizzazione
2020 One time 

(ongoing)

Survey made by25 questions (open 
and close) to 400 companies of 

different sectors/ over the 812.000 
enterprises of Lombardy

Gesti.Tec Lab Politecnico di 
Milano 1997-2018 Yearly

Yearly survey based on 25 
questions about corporate real 

estate for Real Estate managers. 

Real Estate Center REC 
Politecnico di Milano 2018-2020 Yearly

Yearly survey based on 25 
questions about corporate real 

estate for Real Estate managers

ASSOLOMBARDA- Lab 
Gesti.Tec 2013-2017 One time

Survey (around 110 Real Estate 
managers of companies) Kano 

model for needs analysis, House of 
Quality for representing the needs 
of the companies on the territorial 

areas
OPPAL (Osservatorio delle 
prestazioni della Pubblica 
Amministrazione). Real 

Estate Center Politecnico di 
Milano 

2008-2020 Yearly

Permanent Observatory, yearly 
survey based on specific topics 

about the constraints of the 
performances of the public 

administration
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The analysis of the databases and questionnaires led to the definition of two main problems: the 
importance of last mile policies for territorial localization (or investment landing) and the need to 
define a clear process that could give information on the different potential of a brownfield land 
compared to a greenfield. The next step is to analyse in deep the pre-landing processes, defining 
the decision. 

3. RESULTS

A common feature emerged from the database analysis of each different source, a feature that could 
certainly be considered universal in any evaluation that precedes a strategic property management 
investment decision such as locating your company elsewhere, is the fear of the costs of reclamation. 
The second characteristic that emerged is linked to the analysis phase of the conditions of the 
brownfield area, within its limits to development which we can summarize with two concepts: 
real estate limits to the development of the area and physical limits of the area. We can consider 
the real estate limits as the limits that an area has that slow down or do not allow the development 
or the inclusion of new productive functions within it (limits on the urban plan), and we can 
consider the physical limits as the limits connected with the previous use of the area resulting in a 
loss of development potential. A third condition must be considered as a fundamental condition, 
alongside the two characteristics already mentioned, relating to the limits of the brownfield area: 
the presence of public funding already obtained that does not allow the commercialization of the 
area or commercial development in terms of real estate. In this context, all the loans obtained must 
be considered, also during due diligence, and the conditions determined, indicating the artifacts 
or portions recovered with this money and the commercial and real estate potential. From the 
analysis it results as a source of difficulty in settling on brownfield the impossibility of having a clear 
picture of the EU community (European Union) or local incentives, both for the impossibility of 
knowing the real possibility of obtaining the funds, and for the unclear time limit in the investor’s 
perception. Community or local funds are perceived as difficult to obtain and impossible to place 
in an investment budget. Considering the option of investing in the greenfield, the data shows 
the investor’s willingness towards the consideration of a Concession (mostly 99 years) process as 
investment option, including less investment in physical analysis of the area and a sharing in costs 
for cleaning the area. Investors show a declared willingness to consider a greenfield investment, 
considering the expected times as faster and the total cost of the project cheaper. Potential investors 
declare themselves willing to differentiate the brownfield option as an alternative to the greenfield 
option only if the differential costs are covered by external sources of funding, perhaps public or 
linked to public-private partnerships. 

DISCUSSION AND CONCLUSION

The two following graphs highlight the result from the analysis of the literature and interviews, 
defining optimal processes that can guarantee an authorization process on brownfields and 
greenfields that is efficient and for the benefit of the sustainable development of the areas. The 
development potential of the areas is the driver with the greatest weight for the investor and the 
greatest block for investment. The role of real estate due diligence is central, perhaps involving 
specialized professionals in a form of due diligence that is inclusive of various aspects and not 
only for the traditional ones (documentary, technical) but also that which has an administrative 
connotation and which concerns the possibility of accessing European or local funds for regeneration. 
An aspect related to this last concept is the definition of a concrete set of information necessary to 
understand if the area has already received funds that inhibit its future development or marketing.
The two graphs presented represent the result of the research, suggesting two processes to follow, 
two optimal processes, at the concession level and which can be used to design the landing phase 
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on a territorial area by an investor. Sustainable territorial development passes from the definition of 
processes that consider the multi-disciplinary point of view in attracting the investor to brownfield 
areas, suggesting practices that can incentivize the location on abandoned or underused areas.

Figure 5. Phases of a Project in case of Brownfield, Review of the authors based on Garold D. 
Oberlender literature, 2020
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Figure 6. Phases of a Project in case of Greenfield, Review of the authors based on Garold D. 
Oberlender literature, 2020
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ABSTRACT

Economic growth, or, more precisely, GDP growth rate (Y) is the key macroeconomic indicator. 
Positive tendencies of GDP growth (r) mostly impact the economic welfare of the national economy. 
Hence, output is analysed in combination with other macroeconomic aggregates and indicators: 
investments, inflation, unemployment, trade exchange and the like. In the context of researching the 
relation between GDP trends and unemployment rate, A.M. Okun was the first to notice regularity 
between these variables. Okun’s law shows the direction and strength of GDP changes under the 
influence of (un)employment and represents functional relation between the output market and 
labour market. This paper aims to prove that, to a certain extent, there exists Okun’s regularity in 
Bosnian and Herzegovinian economy for the period of 2000-2019. The results of linear regression 
analysis show that there is negative correlation (R=0,451) between variables Y (output) and X 
(unemployment). Determination coefficient R2 = 0,204 indicates that 20,4% variations in GDP is 
determined by the changes in unemployment. Coefficient β in linear regression equation is negative, 
amounting to -0,596, which means that a change in unemployment by 1 percentile point brings about 
an inverse change in GDP by approximately 0,6 units. Variable direction indicates that there exists 
Okun’s regularity, though with significantly weaker intensity among the variables. This proves the 
hypothesis that there is a negative functional relation between the output market and labour market 
in Bosnia and Herzegovina.  
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INTRODUCTION 

This law got its name after the American economist, Arthur M. Okun (1928-1980). During the 
1960s he was an influential creator of the new, American post-war economic policy. He attended the 
Columbia University and lectured at Yale. He is known for his ability to provide simple explanations 
of complex economic problems and complex researches (during the 1960s, Okun was a member of 
the Economic Advisory Board in Kennedy’s Administration, and during the presidency of Lyndon 
Johnson, he was also the the Board Chair. Inter alia, he researched short-term changes in GDP and 
unemployment rates in the USA for the period of four years (until the end of World War II). In 
the course of the research, he arrived at the results which indicated that unemployment generates 
extremely high and fragmented costs in the whole society (Okun, 1962). They result from slowing 
down GDP growth, a gap between the achieved and potential aggregate product (output gap) and all 
the other public expenditures caused by an increase in unemployment rate. In principle, Okun’s law 
basically defines the relation (regularity) between the output and unemployment trends, that is, key 
macroeconomic units: the height of GDP and the unemployment rate. Okun’s law de facto shows 
to what extent output should be changed in a certain national economy, as a result of changes in 
(un)employment. It is thereby necessary to emphasise that this analysis is not impacted by changes 
in prices or worker fees (they have been abstracted). In contrast to harsh criticism addressed to 
the creator of the Phillips curve, especially that raised by Baily and Friedman (1991), the situation 
with Okun’s law is more favourable, because he has been criticised less, or virtually insignificantly. 
In doing research on the example of the USA, Okun established that 1% fall in the unemployment 
rate raises GDP, that is, the level of production by 3% above its trend. In actual researches, a rule of 
thumb is that 1% drop in unemployment raises production by 2-2,5% above the trend. However, 
a generally accepted criterion according to Okun’s law is that every 2% fall in GDP, in relation to 
the potential one, increases the unemployment rate by 1%. In other words, if GDP falls from the 
potential 100% to 96%, the unemployment rate will increase by 2%, which can be considered as 
the relation which is generally accepted in the modern economic theory and practice. In general, 
it is considered that 1% increase in unemployment consequently reduces GDP by 2%, just like it 
could be said that 2% GDP fall (in relation to potential GDP) generates 1% fall in employment (or 
unemployment increases by 1%).
At any rate, researches in which unemployment is represented as one of the variables, are always 
actual, especially during and after economic crises, because then unemployment occurs as a regular 
consequence. It is the same today (2020), in the times when the crisis caused by corona virus is 
escalating. Unemployment rate has accompanied all the bigger crises, such as the global financial 
crisis 2008/2009, oil crisis during the 1970s, or the Great Depression. During the Great Depression 
(1929-1939), unemployment rate growth represented the fundamental economic and wider social 
problem. For, with an extremely high fall in profit and worker fees, there occurred enormous 
growth in unemployment. It is widely known that in such circumstances there came about an 
intervention (interfering) on the part of the state in economic policy, that is, the state undertook 
full responsibility for overcoming the crisis. 
Thus, Okun’s law, as a general economic regularity, can be used to determine mutual dependence 
between changes in growth rates (GDP growth) and unemployment rates. Several analyses have 
confirmed the existence of this regularity in numerous countries. The differences between the 
countries lie in Okun’s coefficients, that is, in GDP changes and unemployment rate coefficients. 
On the other hand, researches for many countries show that this regularity mainly has a confirmed 
direction between the observed variables. At any rate, Okun proved that there is negative relation 
(trade-off) between GDP growth and unemployment rate. 
Therefore, Okun’s law can be used in various projections of growth and employment. 
Okun’s regularity shows a functional relation between the output market and labour market. Thus, 
for example, according to Okun, during crises or shocks there grows unemployment, because both 
output and aggregate demand fall, and, consequently, aggregate supply decreases too. Okun uses this 
to show that losses in production related to unemployment are even bigger than the unemployment 
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rate shows. On the other hand, Okun connects fluctuations in real GDP with its long-term growth 
rate, and the fluctuations in the unemployment rate to its balancing point. He has found that when 
GDP growth is slower, then unemployment grows, and conversely, GDP growth which is faster 
than its trend decreases unemployment. As has been said, Okun’s coefficient has a negative prefix, 
because he established a negative relation (trade-off) between the fluctuation (growth rate) in GDP 
and the unemployment rate. 
Still, in his research, Okun mostly deals with the problems of inflation, primarily in the context 
of controlling it. Okun strongly advocates new anti-inflation measures. In “The Policy of Income 
Based on Taxes” (1968), he illustrates arguments against tax increase (Samuelson, & Nordhaus, 
2007). Of course, his research aim is to control inflation, whereby employment shall not be reduced. 
Therefore, the goal is to ensure simultaneous fall in inflation rates and unemployment. And this 
is a goal opposite to the essence of the Phillips curve, that is, regularity. But numerous researches 
still show that Phillips regularity holds, even in developed integration such as the European Union 
(EU) (Popović, 2010).
Prior to the emergence of the crisis, Bosnia and Herzegovina records high growth rates (about 
6% until 2008). Since 2015, growth rates amount to around 3%, while the average unemployment 
rate for the observed period is around 26%, whereby it should be noted that in 2018 and 2019 
unemployment was significantly below the average. The research starts with the hypothesis that 
unemployment and GDP trends in Bosnia and Herzegovina stand in an inverse relation, and that 
they are ranging within limits that are somewhat lower, yet approximate to Okun’s regularity.
    

Table 1. Unemployment, GDP, GDP growth in Bosnia and Herzegovina

Source: World Bank, World Development Indicators, 2020.
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An overview of more recent empirical researches. Pizzo (2020) considers forty-four studies which 
are focused on evaluating Okun’s law in the countries of Latin America and the Caribbean. It is 
mostly about more recent researches in which he is trying to sum up factors that lead to weaker 
reaction of unemployment to production growth. In those analyses he reaches the conclusion 
that developing countries generate lower unemployment coefficients in inversely proportional 
explanation of the production trends, in relation to the same indicators in the USA.  
Dixon et al. (2017) use empirical analysis to test Okun’s law and include the effect of institutions on 
the labour market, age and gender. The sample comprises 20 countries of OECD, and the period 
is 1985-2013. These authors reveal that the share of part-time workers (which includes a large 
participation of younger population) has a crucial role in explaining changes in Okun’s coefficient 
during the analysed period. Okun’s coefficient is reduced with an increase in older population 
in the sample. According to these authors, acceleration of the economic growth not only implies 
reduction in the total rate of unemployment but will also have a distributional effect on the reduction 
of unemployment in younger population. 
Moazzami and Dadgostar (2009) use dynamic ECM model which tests Okun’s law in the long 
run, while monitoring short-term divergences from long-term balance at the same time. Using 
quartal data for 13 OECD countries covering the period from 1988 to 2007, they find a significant 
confirmation of Okun’s law. 
Cahill, M (2006) tests Okun’s and Taylor’s law through the application of regression models in Excel 
statistical tools. The source of data is the American FED, and use is made of three time series for 
the analysis with quartal data (the initial years are 1949, 1973 and 1997). Using empirical analysis, 
he confirms Okun’s law on the sample of all three observed time series. 
Dajcman (2018) analyses Okun’s regularity using regional approach in Slovenia. He applies the 
panel model, on the basis of which he finds that Okun’s law holds for Slovenia in 6 out of the total 12 
regions. The results imply that all the three key questions stated in literature on time series should 
be solved when evaluating Okun’s coefficient with data.

1. METHODOLOGY AND EXPLANATION OF VARIABLES 

Theoretical fundamentals of Okun’s regularity. In a wider sense, Okun’s law expresses a relation 
(interdependence) between key macroeconomic aggregates and indicators: Gross Domestic 
Product (output) and unemployment rate. Output, that is, GDP is the sum of net-final sales, 
hence to a certain extent it also determines the height of aggregate demand (indirectly creating 
aggregate supply too). The height of GDP depends on several factors (variables): capital (K), labour 
(L) and technological progress (Tp), as well as other (residual) factors (z), which jointly make the 
production function formula:

Y= f ( K, L, Tp, ..., z)

Engaged labour (employment) and output are moving in the same direction, whereby output 
has to grow faster than the sum of productivity and population growth (if the goal is decrease in 
unemployment). The conclusion is that Okun’s law connects long-term growth rates with changes 
in the unemployment rate around its balancing trend. This equality is expressed by means of the 
following expression:

U – Û = -g (Y- Ŷ)        g>0

It is evident that the value of the parameter g>0 is relatively stable. Still, it is negative (-), as 
unemployment and GDP (output) are inversely related. The left-hand side of the equation represents 
unemployment (the difference in unemployment in the current and base year), which is brought 
into connection with the right-hand side, that is, the difference in the real GDP in the current and 
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base year. Hence, Okun’s law connects the fluctuations of the real GDP (Y) around its long-term 
growth rate (Ŷ), with fluctuations in the unemployment rate (U), around the balancing point (Û). 
Okun’s equation may be used when planning the economic growth and (un)employment. 
Graph 1 shows that higher unemployment is accompanied by lower output (the inverse is true, 
too).

Figure 1. Okun’s regularity – GDP and unemployment
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Gross Domestic Product (GDP, output, Y) is the key macroeconomic aggregate whose analysis and 
comparisons with other indicators show the economic state of the national economy. Output (GDP) 
is not constant, because it oscillates around its trend (that is, around the potential GDP which can 
be produced with the existence of the balanced unemployment rate). GDP growth is the goal of 
every forward and dynamic economy. Its trends are analysed in longer intervals.
Three methods of GDP calculation are known: (1) the sum of final sales in a certain time period, 
(2) the sum of added values, (3) the sum of factorial income from economic activities (Burda & 
Wyplosz, 2013; Vinski, 1967). The first definition of GDP, i.e. net final sales (according to which 
export is a net final sale too), is mainly used because the export of goods or services constitutes 
national income. GDP calculation is done according to current or permanent prices (nominal and 
real GDP). As relevant, real GDP is mainly calculated (on the basis of prices from the base year).
The difference between the achieved and potential GDP makes the output “gap”. This gap is brought into 
connection with unemployment rate (the bigger the unemployment rate, the greater the GDP gap).
   Unemployment is an expressly negative economic category. It occurs when there are workers willing 
to work for certain fees but cannot find work. Unemployment is tied to unfavourable economic 
situations, under-development, crises and shocks (Burda & Wyplosz, 2013). Unemployment rate is 
expressed as quotient of the number of unemployed people and the total supply of workforce. It is 
also connected with the problem of inequality of salary, work productivity and the like. Differences 
in salaries increase the number of households earning a lot, but also those with lower wages. Just 
like the output trends, analysis of unemployment is researched together with other indicators, such 
as inflation, investments and other.
Defining variables and statistical base. Two variables will be used in this paper: GDP growth rate as 
the dependent variable, and unemployment (as %) as the independent variable. Statistical base is 
made of relevant international sources, which can be seen in the following table.
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Table 2. Definitions of variables and statistical sources

Source: World Bank, WDI, 2020; ILO, 2020. 

Regression analysis – methodological approach. The research is based on interdependence between 
one and the other variable, or many other variables. The dependent variable is the primary one, and 
its variations can be explained in terms of other independent (regression) variables. The model of 
stochastic connection between the dependent and independent variables is the regression model. It 
is expressed as an equation in which the dependent variable Y is represented as the linear or non-
linear function of independent variables (x1, x2,....,xk). Stochastic connection Y and (x1,x2,....,xk) is 
characteristic in that every vector of independent variables (x1, x2,....,xk ) owns a distribution of the 
values of the dependent variable. By introducing random variable in the model, we have the following:
 

 

(dependent variable Y can also be called regressand, endogenous or output variable, whereas the 
independent variables can be called regressor, exogenous or input variables).
The formula for evaluated function of simple linear regression runs as follows:   

                                                                          Ŷi = b0 + b1xi   (1)

where: Ŷi – the value of dependent variable (on the best adjusted regression line); 
b0 and b1 – unknown regression parameters (which are to be evaluated).
Finally, the simple linear regression model introduces the stochastic character of the linear relation 
between the dependent (Y) and independent variable (x), so that we have the following:   

                                                         Yi = β0 + β1 · xi +εi      (i = 1,..., n)  (2)

where: Yi - i-dependent variable; xi - i-independent variable; β0, β1 – regression parameters; εi – 
stochastic member; n – the size of the basic set. 
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2. RESEARCH RESULTS

What follows are the results of the regression analysis, represented in three tables (sections). Th e 
fi rst table of the regression model (Model Summary) shows the determination coeffi  cient (R 
Square) 0,204, which means that 20,4% GDP variations is determined by unemployment trends. 
Th is result is insuffi  cient in the sense of statistical signifi cance and the model quality. However, 
it is quite logical, as the Gross Domestic Product trends are, in reality, impacted by numerous 
factors, which have been excluded from the model. In the second section, the results of F test of 
regression analysis (variance analysis – ANOVA) show the value of 4,3 and the probability below 
5%, which means that the model possesses enough degrees of freedom (df) for mutual variations 
in the analysed phenomena, and this is statistically acceptable in the sense of signifi cance and for 
statistical evaluation that has been shown in the third section of the regression model. 

Table 3. Model Summary

Source: Author’s calculations

Table 4. ANOVAa

a. Dependent Variable: GDP
b. Predictors: (Constant), Unemployment
Source: Author’s calculations

Th e third section (Coeffi  cients) shows the variable coeffi  cient as regression predictor 
(Unemployment) and its signifi cance for GDP trends. Unemployment variable negatively and 
statistically signifi cantly determines GDP trends. Unemployment change by one unit inversely 
determines the Gross Domestic Product trends by 0,596 units. Hence it can be concluded that BiH 
has inversely proportional direction of unemployment and Gross Domestic Product trends for the 
period 2000-2019. 

Table 5. Coeffi  cientsa

Source: Author’s calculations
a. Dependent Variable: GDP
Source: Author’s calculations

Reasons for weaker intensity of negative correlation between the observed variables can be found 
in unfavourable structure of the economy of Bosnia and Herzegovina. For, mostly goods with lower 
value added are being produced, so that GDP growth tempo faster than 0,6% (Okun fi nds that one 
percent reduction of unemployment ensures GDP growth of 2-2,5%) cannot be attained. 
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DISCUSSION AND CONCLUSION 

The problems of economic growth represent fundamental issues in economic science, and new answers 
are continuously being sought. One of the classic economic hypotheses pertains to determining the 
existence of interdependence between GDP or its growth rates and unemployment. In contrast 
to Phillips regularity, which implies a choice between two markedly negative macroeconomic 
phenomena, Okun’s regularity considers the relations between one positive phenomenon (GDP 
growth) and one negative phenomenon (unemployment). Therefore, the research shows the 
relation between GDP (GDP growth rates) as a macroeconomic aggregate and unemployment rate 
as a macroeconomic indicator. It is known that GDP growth has the greatest impact on economic 
welfare, whereas unemployment erodes the social foundation of the community; in particular, if 
there is a pronounced difference between the achieved and potential GDP, which is called “output 
gap” in literature. 
In the context of this research, the economy of Bosnia and Herzegovina in the period 2000-2019 
has been included, as well as determination of the relation between GDP and unemployment rate 
trends. According to numerous researches, it has been established that this relation has been based 
on the coefficient 2,5 or even 2. That is, unemployment growth impacts the decrease in GDP by 
2-2,5% (previous researches had shown somewhat bigger values). 
Okun’s regularity for Bosnian and Herzegovinian economy for the period 2000-2019 shows results 
similar to the researches so far. Truth be, the results of linear regression analysis show that there 
is complete coincidence between the variables GDP (output) and unemployment, in the direction 
of the phenomena, as the correlation is negative (R = 0,451). Further, determination coefficient is 
R2 = 0,204 and shows that 20,4% GDP variations is determined by changes in unemployment. The 
intensity of connection is somewhat weaker, which is shown by the coefficient β in the equation of 
the linear regression, amounting to -0,596. Hence, change in unemployment by 1 percentile point 
impacts on (causes) inverse change in GDP by approximately 0,6 units. 
The starting hypothesis has been proven, because the direction of variables points to the existence 
of Okun’s regularity, but the intensity of connection (effect) between the variables is somewhat 
weaker. These results prove that there exists negative functional relation between the output 
market and labour market in Bosnia and Herzegovina, which is the basis of Okun’s regularity. Also, 
unfavourable economic structure is the main reason of somewhat weaker connection between the 
observed variables (0,6 instead of 2,0). Economic policy creators are advised to speed up measures 
on employment growth, but also to implement structural changes faster, as in this way they will 
bring about an increase in GDP growth rate, which in turn will lead to the growth of economic and 
social welfare. In principle, measures are recommended vis-a-vis increasing investments (local and 
foreign ones), improvement of business environment, structural reforms, growth of export and the 
like. All of these stated activities require that the processes of European integrations be sped up. 
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ABSTRACT

In the development of the global economic system, the cumulative knowledge from past to present 
is of great importance. This knowledge produced by social life offers creative individuals and groups 
an opportunity to produce new meanings, values, contents and a source of inspiration. The influence 
of creative sectors in the urban life and socio-economic climate built by the industrial society created 
by the industrial revolution has started to increase in recent years. In the current industrial economic 
organization style, together with entrepreneurship, the creativity based on knowledge and technology 
have been added nowadays, to the land, labor and capital required for production. However, 
worldwide studies focus on the beneficial aspects of creative economies. There are not many studies 
in the literature on the past and future problems and development of the creative sector from a long-
term historical perspective. In this context, it is necessary to reveal the relational ties of creative sectors 
with other fields; how they are positioned in national economies and how they will be analyzed. In 
this framework, the study aims to determine the position of the creative economy in the general 
economy by using the studies in the literature, to reveal the relational ties of the creative sectors with 
other actors, to identify the challenges in the sector, and to reveal the policy implications in creative 
industries. As a result of the study, it has been observed that the creative sectors are nested cellularly 
in all sectors of the general economy, from tourism to the automotive sector, from urban life to social 
networks, due to the internet, information communication technologies and digital applications.  
Since the outputs of the creative economy are based on the intellectual property rather than physical 
products, it has been determined that problems arise in the financing, accounting of services and 
contents introduced in this field, and measurement of the products at international standards. In 
addition, it has been observed that the time perception in creative sectors and the time perception of 
the industrial economic system differ from each other. Another important finding obtained as a result 
of the research is that creative economies create class differences in urban spaces and cause social 
segregation.
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INTRODUCTION

Human history has developed with the adaptation of cumulative knowledge to human life. While each 
knowledge reveals an innovation, it eliminates the commodities in use and reproduces itself. In this 
context, when viewed from a long-term historical perspective, the products, services and contents 
created by the scientific development and knowledge of each period are creative as of their period 
and it is a more correct approach to define them as a creative economic activity. For example, mass 
production that came with the industrial revolution brought about creative products and designs 
as of its period. However, the creative products and services created by the industrial production 
style that developed with the industrial revolution have, in a sense, completed their historical life 
by leaving their place to digital production systems today and industrial production systems have 
evolved towards digital industries. From this point of view, the creative economy should be seen as 
a phenomenon created by the knowledge accumulated in every period, rather than just being the 
subject of today. In this context, today’s creative products and services, which constitute the last 
step of historical knowledge, will become obsolete in the face of future knowledge. In other words, 
creative industries, which have been seen as a driving force for growth and development in recent 
years, will complete their lives as old-fashioned content products and services of the future. On 
the other hand, new creative sectors that will emerge after many years will continue the movement 
continuously by using today’s products, services and contents in a cultural and nostalgic sense 
and transforming them into new values. Therefore, it would be a proper approach to see creative 
economies as a result of historical knowledge rather than as a part of today.
It is possible to compare the state of the creative economies expressed in terms of the future to the 
change created by the industrial production that emerged with the industrial revolution before. The 
industrial production structure, which developed with the industrial revolution, has also changed 
the socio-cultural and economic structures of the societies with the orderly and tightly controlled 
production style. Individuals that make up the society are stuck between work and home, within 
the urban culture and life of big cities. In other words, the collective work areas created by the 
industrial production style of daily life are confined within places where neat, orderly and temporal 
planning of every movement is made and complex residential areas, satellite neighborhoods, cities. 
As the concrete output of this system, a product or a commodity has been put on the market 
and the performance evaluations of the system are built on these outputs. On the other hand, 
even though no concrete product has been produced, creative social structures containing free 
and original ideas and spaces that create new values with their content, quality and creativity have 
begun to form. Creative social structure has emerged as a result of cultural searches for customized 
creative products, services and contents by excluding the temporal and spatial rules organized 
by the industrial production style, dominated by mass production and consumption hegemony. 
The pursuit of creating new values with new products, services and content, apart from labor, 
capital and labor, which are the basic production factors of the industrial ecosystem, is the source 
of motivation for creative ideas and creative economies. In this context, creative economies are 
gravitating to information and digital technologies where information is used the most. Today’s 
society, which has been introduced to creative products, services and digital applications thanks 
to the complex information technologies added to social and economic systems, has undergone 
radical changes in many areas such as science, technology, arts, culture, education, entertainment, 
economy and finance. 
While looking for the answer to how we can best benefit from the creative economies in today’s 
conditions, which are called the creative economies of today and where a number of cultural and 
digital products are traded, it is necessary to predict which creative commodities and contents of 
the future knowledge will emerge and where they will evolve today. Otherwise, when the existing 
creativity disappears, the search for a new one will be a waste of time. In this context, the study 
aims to contribute to the literature on the future of creative economies by examining the existing 
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potential relations of creative economies in the general economy, while at the same time complying 
with the principle of predicting the future, which is the basic philosophy of science. 
Creativity and creative economics are subjects that have been researched and studied by different 
disciplines and have current scientific discussions. In general, creativity in the artistic, scientific, 
cultural and economic field constitutes the main axes of product, service and content applications 
where creativity can manifest itself. The economic dimension of creativity generally stems from 
its positive potential contribution to economic development (Cerisolaa, 2018). In this context, 
revealing the relations and ties of the creative sectors created by creativity and creativity within the 
general economy becomes an important issue in terms of economic policy decisions. The current 
literature focuses heavily on the determinants of creativity and creative sectors and their positive 
aspects on the general economy. For example, Sung (2015) emphasizes that the global economy, 
after the 1929 Great Depression, has undergone great changes and evolved into a creative ecosystem 
where knowledge-based, innovative, and creative ideas are at the forefront, and this is an important 
determining factor in the global competitive environment. Dong and Truong (2019) focused on the 
determinants of creative goods exports in Vietnam and found that Vietnam’s creative goods exports 
were positively affected by the overall economies of scale and market development. Matheson 
(2006), examining the theoretical aspects of creative economies, underlines that the theory of 
creative industries “creates a broad economic framework by combining commercial realities with 
cultural and creative outputs”. Jones and Warren (2016) state that the perception of time in the 
creative economy and the industrial economy is different and creative economies do not accept 
time pressure. Abbasi, Vassilopoulou, and Stergioulas (2017) argue that there are very strong links 
between creative economies and information technologies. They determined that information 
technologies are the driving force of the five creative sectors they examined within the scope of 
the project - Architecture, Art, Design, Games, Media and, e-Publishing. In the face of all these 
positive approaches, creative economies have turned into a strong policy discourse on a global scale 
after 1980, with the reports and support of international institutions in the cultural field (Duxbury 
et al. 2016; (UNESCO, 2013; UNCTAD, 2008; UNCTAD, 2010). There are some critical studies 
against the discourses and prescriptions put forward on creative economies. In other words, it is 
emphasized that the creative economy causes social segregation, and between the layers of society, 
people with creative features are separated from the rest of the society both in terms of settlement 
and living spaces. Also, it is criticized on the grounds that the social differentiation created by 
creative economies causes a rise in property prices, dubious investment returns, exploitative working 
conditions and, an increase in inequalities (Belfiore, 2016; O’Connor 2016; Oakley, O’Brien, & Lee, 
2013). 
As can be seen, the current literature focuses heavily on the determinants of creativity and and 
their positive aspects on the general economy. However, there are not many studies that present a 
perspective to solve the problems and problems arising from the relational ties of creative economies. 
In this context, the study aims to contribute to the elimination of this gap in the literature by 
revealing the relational dimensions and challenges of creative economies. The study also highlights 
the economic policies designed for creative sectors. 

1. CONCEPTUAL FRAMEWORK OF CREATIVE ECONOMIES

The importance of the creative economy has a wide coverage in academic literature, from growth 
to urban transformations, regional and rural-development, cultural activities to the digital media 
world, from computer games, cinema sector to policy documents. In this context, the concept 
of the creative economy is closely related to digital technologies, information-communication 
technologies, cultural activities, cultural tourism, and a wide range of artistic activities from painting 
to music, from architecture to theater. The network of relations in all these areas closely affects many 
economic and social activities such as urban culture, social welfare, investment preferences and 
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sustainable growth (UNCTAD, 2008). After 1990, the global crises caused by financial liberalization 
and globalization directed countries to diversified economic activities to contribute to their growth 
and sustainable development. In this context, many methods and theories have been put forward 
to diversify the sectors that will contribute to the macro growth of countries. One of them is the 
concept of creative economy, which was first introduced into the literature by Howkins (2001), 
which claims to contribute significantly to growth. Creative economies have emerged as a result of 
the efforts of businesses to find less costly resources, create new markets and new jobs, and produce 
new content and values in terms of monetary value. The most important characteristics of creative 
sectors are it is based on relational learning, creativity is more visible, much information converges 
in different fields and advanced scientific technology is encouraged (Sung, 2015: 89). Howkins 
(2001) emphasizes that individual creativity is generally at the forefront in creative economies and 
states that these are sectors that include «intellectual property» in terms of their output. Galloway 
and Dunlop (2007), on the other hand, find this definition narrow-scoped and think that the 
creative economy has a cultural dimension. The conceptual development of the cultural economy 
goes back to the 1990’s, earlier than the concept of the creative economy. Throsby (2008) defines 
the cultural economy as sectors that include creativity during its production, where “symbolic 
and spiritual meanings” are more prominent, and whose outputs include activities created by 
intellectual property. Similarly, Hesmondhalgh (2002) states that creative sectors also include socio-
cultural products and services by including television, radio, cinema, music recording, newspaper, 
magazine, book publishing, performing arts and advertising to the creative sectors. As it can be 
seen, although creative economies overlap with cultural economies at some points, they sometimes 
show complementary features. For example, from the writing to the shooting of scenes, and release 
on the screen of a film script, with its content and the messages it tries to give, is within the scope of 
cooperation of both creative economy and cultural economy.  In this context, instead of examining 
by drawing a clear line between the sectors, examining the relational background by creating areas 
of cooperation and sharing will contribute more to the benefit to be obtained from these sectors. 
Creative economies have become the driving force of growth, thanks to the new sources of income 
they create with the support of growth diversification and development with the contribution of 
cultural economic sectors. In addition to contributing to the economies of countries in terms of 
creating income and gaining exports, the creative sectors (Graph 1), became one of the fastest-
growing sectors of the global economy (Graph 2) in terms of creating employment. When Graph 
1 is analyzed, it is seen that the leading countries in the creative sectors are England, Germany, 
France, Italy, respectively.

Figure 1. Export & Import Values in Creative Sectors (2002-2015 billion $)
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Source: UNCTAD, Creative Economy Statistics

Figure 2. The Share of Creative Economy Employment in Total Employment

Source: Eurostat. 2019. https://ec.europa.eu/eurostat/statistics-explained/index.php?title Culture_
statistics

Creative economies are also seen as a powerful transformer for world economies with the cultural, 
digital and creative changes they provide (Flew, 2012). In this context, the creative economy emerges 
as an economic development model that puts innovation ahead, unlike classical models (Evans, 
2009). On the other hand, creative economies, with the innovations and cultural values they create, 
contribute to the improvement of the life quality of the society and contribute to the development 
of regional economies (UN, 2013). Creative economies, as a new economic development paradigm, 
while bringing out qualitative changes in the manufacturing and service sectors, develop new 
approaches to cope with changing climate and demographic conditions (O’Connor, 2009). For 
example, the fact that museum promotions in the tourism sector are carried out without a guide with 
only technological devices or three-dimensional virtual museum applications reveal a qualitative 
change that increases the effectiveness of the promotion, in another aspect, a cinema or TV series of 
a particular region or territory can contribute to the solution of the demographic problems in that 
region. According to Howkins (2001) the creative economy consists of advertising, architecture, 
arts, crafts, design, fashion, film, music, performing arts, publishing, R&D, software, toys, TV, radio 
and video games, and requires cooperation with many professions and business lines. The harmony 
between all these is provided by information technologies (IT) digital software and hardware. 

2. RELATIONAL DIMENSIONS OF CREATIVE ECONOMIES

2.1. INFORMATION COMMUNICATION TECHNOLOGIES (IT)

The creative economy emerges as a result of the reflection of the creative ideas and thoughts of 
human beings into daily life and their transformation into economic value. Creative people are the 
source of the creative economy. In the creative economy, there is more «intellectual and human 
capital» than «physical capital». Individuals develop their creative ideas and thoughts through 
information and communication technologies and gain the opportunity to market them as an 
economic value.  In other words, information processing technologies play an intermediary role 
in the transformation of creative intellectual capital into economic value. In this context, ITs 
are the driving force of the creative economy (Pearson and Saunders, 2013). While information 
technologies consist of hardware, software and services, communication technologies consist 
of electronic communication and hardware, and the share of the sector in the general economy 
continues to increase every year (TÜBİSAT-BİT Report, 2019: 11). One of the biggest obstacles 
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to the development of creative economies is that the world’s countries differ in terms of digital 
capability in information technologies (ICT), which is the driving force of creative economies. 
The reason for the differentiation in ICT ownership is the high costs of digital and technological 
infrastructure, and the original sin  problem of less developed countries, their inability to provide 
resources in their national currencies. This situation increases the gap in terms of ownership of 
information technologies among the countries of the world. Strong multilateral efforts are needed 
between countries with lower ICT development and countries with high ICT development to help 
reduce the ICT gap to create and develop a global creative economy. The second issue is the inability 
to have human resources capable of using ICT. Having a high level of ICT also requires human 
resources who can use, maintain and develop these technologies. This situation is closely related 
to education. For the quality of human resources that will use ICT, which is necessary for creative 
economies, countries should increase the levels of their national budgets for higher education and 
public education expenditures. 
From another point of view, the advantages of information technologies in terms of the way of 
doing business (logistics, distribution, vertical and horizontal integration, communication 
channels) and speed, contribute to the corporate and managerial performances of enterprises 
and affect the ties between corporate strategies and business performance. Researches show that 
IT is important to achieve higher performance and efficiency in the creative economy and other 
manufacturing industries (Sung, 2015: 90). Pearson and Saunders (2013) stated in their study that 
IT is an important intermediary to increase the potential of creative industries. Considering that 
IT is a potential driving force in terms of creative economies, the creation and development of ITs, 
and the availability of human resources to use these technologies in the sector, make it necessary to 
act together with the educational institutions operating in the field and to make new investments 
in the field. Similarly, it is of great importance for governments to implement policies at national 
and international levels that can meet the needs of rapidly changing creative sectors after the digital 
revolution. In this context, the governments should update and implement regulatory practices 
concerning the sector (property rights, copyright, fight against hijacking, taxing) according to 
changing conditions, implement supervisory and monitoring practices in other complex business 
environments with which the sector is in contact. 

2.2.  INTERNET AND DIGITAL TECHNOLOGY 

In today’s world, social, cultural, economic and financial activities are drawn into the scope of digital 
technologies day by day and human life is digitized in all aspects. In this context, technology seems 
to be an indispensable element in creative economies. Creative industries such as architecture, 
art, design, games, media, e-publishing always need internet infrastructure and advanced digital 
technologies. Industry representatives make directive demands for the development of future 
technologies in a way that can meet their requests. Thanks to advanced technology, these industries 
can carry out many activities from the design to the marketing of creative ideas and content at 
very low costs. In a sense, creative industry employees form a combination of technology and 
creative personality. Businesses, creative individuals, groups, associations and the public sector, 
which are the stakeholders of the creative sectors, have started to become more aware of creativity 
as it encourages growth in the economy in general (European Union Open Coordination Experts 
Group Culture and Creative Industries Report, 2012). In this context, actors develop themselves 
in parallel with the development of innovative as well as destructive and competitive technologies. 
Technologies are often used as a tool to increase creativity and become ubiquitous (Loveless, 2006). 
At the same time, new digital technologies offer solutions to specific problems of social life and 
culture. Thanks to the high level of interaction of the creative industry with digital technologies; 
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 a) digital new artistic expressions, contents and products such as digital art, digital media 
 content, digital video contents are emerging, 
 b) new creativities such as three-dimensional museum web designs and gallery applications 
 are developing,
 c) digital markets, new distribution, new business models, channels and consumer groups 
 are emerging,  
 d) new marketing and sales methods, tools, applications, are developing for the marketing 
 of creative products, and service content, 
 e) creating a new consumer-producer interaction and developing new materials, tools and 
 processes for creative applications, innovative communities and forms of creativity are 
 emerging and interaction between them is increasing.

The development of digital technology and applications in recent years has facilitated access to 
digital technologies and tools across businesses and society. Over time, the desire and effort of 
individuals to access richer content and experiences in digital environments started to turn some 
applications that do not have material value into tangible value. The emergence of the digital media 
world consisting of print media and social networks, especially within the creative sector, increased 
competition and shortened the life of creative products. In this context, creative industries are 
affected by the internet, data processing, telecommunications, television, digital platforms, large 
data storage in digital environments, mobile communication tools and new opportunities offered 
by the spread of digital media. For example, all these components provide consumers with the 
opportunity to offer revolutionary opportunities in the promotion, distribution, marketing and 
consumption of creative content and products in digital environments without sharing the same 
physical space. Today, in addition to the physical existence,  books, magazines, newspapers, music 
recordings, art, games and museums can reach their customers very easily everywhere and under 
any condition due to digital platforms (Nielsen, 2008).
   
2.3. CREATIVE CITIES AND CULTURAL STRUCTURE

The venture, which was initiated for the first time in the UK in 1998 by the Department of Culture, 
Media and Sports with the aim of defining creative economies and revealing their dimensions, is 
considered a pioneering activity in this field. Although creativity and culture are defined as different 
concepts in this study, it is understood that these concepts are not easy to separate from each 
other. For example, creativity, intellectual property, symbolic meanings attributed to the products 
and contents produced are seen as common components of both creative and cultural industries. 
Earlier, in the 1980s and early 1990s, some authors pointed out that cultural industries are the 
main drivers of urban renewal and change (Landry and Bianchhini, 1995; Leadbeater and Oakley, 
1999; Myerscough, 1988). However, the popularization of creative industries in the wider context 
and as a driver for local and regional development began with Richard Florida’s work on the role 
of creativity in regional and urban economic development (Florida, 2002). Views in which Florida 
draws attention to the growth rate of the creative sectors and the driving role they play in economic 
growth have attracted increasing attention in the literature and have started being widely included 
lately in the formulation of public policies by many countries (Cunningham, 2001). 
Country settlements are generally built on two foundations of rural and urban culture. While the 
rural areas produce the basic consumer goods needed by city life, the urban population produces 
industrial products that are not essential for sustaining people’s lives, but the whole society can 
consume. The basic raw material of most of these products is again provided by the rural areas. This 
social and economic organization form that emerged with the industrial mode of production and 
the social and economic organization of creative industries differ from each other. It is suggested 
in the literature that big cities constitute the core of creative economies (Gordon and Gibson, 2009; 
Dovey and Sandercock, 2002). Because while rural culture continues its activities focused on daily 
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life, city culture focuses on realizing creative products, services and contents that will contribute 
to capitalist fund accumulation and create new values continuously. The result is, in big cities 
where there is a competitive environment, the creative industries are also developed. However, the 
creative class, which is accepted as the driving force of the creative economy created by big cities, is 
criticized as one of the negativities of creative economies, in that it causes an increase in social and 
cultural exclusion with the new style of culture and settlements it creates in cities (Macleod, 2002; 
Hubbard, 2004; Miles, 2005; Peck, 2005; Yeoh, 2005). In other words, it is claimed that the cultural 
and sociological change that creative economies will bring about in cities will create a new social 
layer, and in a sense will increase the formation of «new» noble classes (Gibson and Homan, 2004). 
According to the Marxist understanding, which looks at the issue from a class perspective, while 
the middle and upper layers of the creative classes formed due to creative economies benefit from 
activities related to creativity, the lower classes are exposed to social exclusion by being pushed out 
from the region (Peck, 2005). 
In addition to negative views, creative cities add value to urban culture and socio-economic life 
with their new features, by revealing spaces where creative people can integrate and communicate 
with the rest of society. In this way, it mediates urban economic revival and growth. This mediation 
is provided by the potential contributions of certain cultural events, including new information 
technologies, digital media (cinema, music, film, TV series). Creative industries and the creative 
human profile add excitement to cities with new neighborhood relations, new cultural diversity; 
transform the city into a center of creative appeal and attract people from different cultures. As 
can be understood from the literature, while creative economies present new urban development 
dreams to society, on the one hand, they also affect some segments of the society negatively.  
Urban architecture, settlements, neighborhoods, cultural living areas formed by the industrial 
production style, are changing by livening up through “creative designs and contents” and can 
convert cities into new centers of attraction and appeal by transforming them into places that 
generate new value. Change can bring exclusion of low-income segments of society and push them 
out of these regions (Hansen, Anderson, and Clark, 2001; MacLeod, 2002). At the same time, the 
real estate and housing areas in these regions add the value created by the creative industries to 
their own structure, thereby increasing value, especially in the real estate sector. The theater stages 
created by the creative culture, cinema, museums, historical places and squares, cafes, walking 
areas, parks, landscape and architecture add vitality to the city’s appearance, as well as creating 
creative cities thanks to new brands.  In the countryside, on the other hand, areas such as organic 
agriculture, natural habitats, national parks become brands, and such creative activities also form 
the basis of creative rural culture. In this context, the positive and negative effects that creative 
economies may bring to urban life, rural areas and socio-cultural structure of society should be 
considered as important factors to be taken into account in policies to be implemented to develop 
and encourage creative sectors. 

2.4. SOCIAL NETWORKS 

Social networks act as an intermediary in the promotion and distribution of creative products and 
the expansion of cultural values. These channels also expand the economic benefits and sphere 
of influence of the creative economy along the entire value chain by distribution and promotion. 
Social networks provided by digital technologies provide competitive advantages on a global scale 
with very low marginal production, distribution and transaction costs by reducing production, data 
storage, calculation, marketing, advertising and transmission costs. Thanks to digitalization, the link 
between individuals and economic activities has begun to be established through social networks 
over internet access. Thanks to social networks, producers are able to offer products, services and 
content to many geographies and markets of the world that cannot be reached with very low-cost 
advertising and promotion opportunities. Consumers, on the other hand, have the opportunity to 
compare and choose among a large number of products and contents at very low costs through 
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social networks (Ahmad and Ribarsky, 2018). In this context, it is seen that digital technologies and 
social networks are effective on shaping consumer behavior, preferences, consumption decisions, 
promotion and competitiveness and entrepreneurial behavior within creative economic activities 
(Goldfarb, Greenstein, and Tucker, 2015). In economic activities, social media contributes at zero 
cost to the development and change of creative product, service and content markets by processing 
a large number of digital data from marketing to advertising, and to reproduction and design. 
Creative individuals can promote and market their content and products on a global scale at very 
low costs by using social networks. 
Realizing the communication power between social networks and the individual, managers have 
accelerated their work in this field in order to penetrate global markets, to better understand the 
demands and requests of the individual, and to increase their market shares by offering better services 
(Berthon, Pitt, Plangger, and Shapiro, 2012: 261-262). Businesses can use social media (Facebook, 
Instagram, Twitter, Youtube, MySpace, etc.) to strengthen interaction and communication with 
their customers. As a result of the widespread use and popularity of social media, the online user 
mass significantly affects consumers’ content consumption and purchasing decisions. Consumers 
who make a consumption or purchase decision communicate on social media and can access 
information about products and services both by themselves and can get information by sharing 
online users’ experiences (Parker, 2010: 263). In this way, social media enables individuals to 
publish and share information, turning them into active content publishers from passive content 
consumers. For example, prepared by Deloitte in 2018 «Digital Bridges: Limits Exceeding the 
Shortest Path» from operating in Turkey in the report, 3.1 million businesses in the corresponding 
1.7 million businesses in the 55% Facebook, Instagram, WhatsApp and Facebook Messenger It 
is stated that it uses the Facebook application and service family. In the period when the study 
was focused, direct consumer expenditures, which were estimated to be triggered by Facebook 
platforms, were calculated as 6.3 billion TL (TUSIAD and Deloitte Digital, 2019: 23). When the rate 
of increase in the number of social media users in the world is examined, it is seen that a significant 
portion of the world population, such as 45%, is active social media users and access social media 
via mobile phones and the internet (Table 1).  

Table 1. World Internet and Social Media Usage (June 2019)
World (Billion People) As Percentage of World 

Population 
Population 7.676 %56

Mobile User Only 5.112 % 67
Internet User 4.388 % 57

Active Social Media User 3.484 % 45
Mobile Social Media User 3.256 % 42

Source: https://wearesocial.com/global-digital-report-2019 (Authors’ own construction)

Table 2. Growth Rate of World Population and Social Media Usage in the World 
  (+Million) Percentage

Population Growth Rate 84 % 1.1 
Mobile Users 100 % 2.0
Internet Users 367 % 9.1

Active Social Media Users 288 % 9.1
Mobile Social Media Users 297 %10

 Source: https://wearesocial.com/global-digital-report-2019 (Authors’ own construction)

The rate of increase in social media and internet users in the world is gradually increasing. For 
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example, while the population growth rate was 1% in 2018-2019, the rate of increase in internet and 
social media users was 10 times faster than the population growth rate (Table 2). All these results 
indicate that the creative sectors, which are an important sector of the future, will show a great 
improvement over the internet-mobile phone-social network trio. Because nearly half of the world 
still has not met the internet and social media, which constitutes the potential market of the future 
in the marketing and consumption of the produced content. 

3. CHALLENGES OF CREATIVE ECONOMIES 

3.1. FINANCING PROBLEM

The “creative economy” includes more than just promoting the development of the equipment 
side of industries owned by an economy. Human resources, hardware, software, and how to get 
financing on all of them are interrelated issues. Although Howkins (2001) explains the creative 
economy as a concept that shows the economic consequences of an idea or an intangible content 
rather than physical capital, ultimately the realization of all creative ideas depends on physical 
capital. Many countries whose currency does not have the feature of being an international reserve 
currency face financing problems and cannot allocate resources to creative sectors due to the fact 
that their national currency cannot be used as a medium of exchange outside their national borders 
due to the first sinful problem mentioned above. In particular, the banking system’s reduction in the 
cost of loans to be given to creative sectors may enable further development in this area. However, 
in the banking system credit risk assessment, the main factor that determines the repayment 
of the loan is the purpose for which the given resource will be used and what its return will be. 
Whereas, in creative sectors, extraordinary methods are used to realize services and projects. This 
practice constitutes the nature and motivation source of creative economies. In such cases, the 
trust level of the banks and the nature of creativity contradict; creative projects sometimes cannot 
be implemented or may be left unfinished due to insufficient funds. In this context, for countries 
to achieve the desired economic expectation from the outputs of the creative economy, besides 
encouraging innovations, government policies should also be put forward and necessary guarantee 
conditions should be established to finance them. 
In creative industries, the transition from the intellectual content stage to the implementation and 
realization stage requires a large amount of initial capital due to the high initial costs. For example, 
high costs to be spent at the initial stage for a movie, radio show or magazine can contribute to 
increasing the consumer audience of the finished product and the attractiveness of the product. 
However, there is no absolute guarantee of this, and sometimes a high expenditure may not 
contribute to the attractiveness of the product. In terms of economic theory, although there are 
researches on the estimation of demand, these studies are partially uncertain. Caves (2000) also 
emphasizes that the uncertainty about possible demand for a newly produced content or product is 
a reality of the creative industries. In other words, the uncertainty in demand estimation increases 
even more when it comes to creative products. Because creative products are also an intellectual 
experience, the satisfaction level of the people who will consume them is very subjective, making 
it very difficult to predict how consumers will react (Caves, 2000: 3). In this context, the high 
level of uncertainty about demand necessitates the implementation of strategies to reduce risks in 
creative sectors (Picard, 2005). In other words, the main goal of businesses that produce content 
and products should be to provide the conditions of effective management that will increase the 
chance of success by reducing the uncertainties that may arise. 
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3.2.  TIME PROBLEM
 
The concept of time consumed in creative sectors and traditional industrial production differs in 
terms of content and quantity. The capitalist system managed to equalize the measure of the working 
time and the currency unit thanks to the industrial production system. However, the situation with 
creative economies is different. While the monetary value of the time spent on any creative content 
or product cannot be fully paid, in some cases the monetary return can be much higher compared 
to industrial production. In this context, the capitalist system has tightly linked time and money 
spent with the drive to maximize production capacity (Reisch, 2001). However, it is very difficult 
to establish such a relationship for creative economies. Because the incubation period required for 
creative ideas, products and contents to emerge can be very long (Bilton, 2014; Lubart, 2001).
Since the industrial production system focuses on wage-time-output optimization, it is oppressive 
in terms of regulating and accelerating employee behavior. However, the oppressive function of 
time remains ineffective in creative economies. For this reason, it may cause financial difficulties. 
Uncertainties about the incubation phase and the acceptance of content in the market make 
financing providers uneasy and even bring financing to a cut point after a certain threshold. As 
in the industrial production system, the use of time in a way that disciplines and accelerates the 
behavior of employees does not find a response in creative sectors. Because of their nature, creative 
people cannot work under routine and time pressure. Secondly, it is very difficult to find people 
to replace in case they quit their jobs, and even if they are replaced by others, it is very difficult 
for the content, product and service to get a response from the consumers. For example, if the 
most important actor of a TV series with a global content consumer in the cinema industry is 
faced with time pressure to shoot a few more episodes, and leave the series, this may end the life 
of the series; the substitute actor may not arouse the same interest. While time pressure increases 
the production capacity in industrial production style, it can sometimes have the opposite result 
for creative economies. The problem is the intersection point of employees and funders, which 
also constitutes a breaking point for the future of creative sectors. In other words, as uncertainties 
increase, austerity policies come into play and funders focus on supervision by increasing time 
pressure and compare the funds they use with the current output. This will encourage creative 
workers to spend time responding according to decreased and cut funds, and to fund-holders’ 
demands rather than spending time thinking about the strategic value of the content or product. 
In this context, managers and financing providers operating in the creative sectors should carefully 
consider this issue. 
The bureaucratic organizational structure of the industrial system related to wage-time-output 
appears as the most important obstacle in the creation of creative content and product. In the 
industrial production style, the aim is to increase the amount of output by keeping the employee for 
more production in time, thus reducing the unit costs. It creates asymmetric power for the person 
under time pressure and strengthens the hierarchy against the control of time through schedules, 
standards, clocks, calendars. However, controlling and regulating time in creative industries, thus 
trying to establish a temporal and output relationship for creative people can completely eliminate 
the value to be created. Today’s developing communication, internet and network technology have 
removed the standard 8-hour working limits. Mobile phones, mobile applications, internet, mails, 
teleconferences have brought creative people to the position to produce content at all times. Thus, 
time and place pressure has become used for the creation of creative ideas and contents in every 
location and place 24 hours a day, especially in creative sectors. These developments undermine the 
originality of creative products and services.
Financial problems and its constraints prevent the development of creative work in longer-term 
due to time pressure. Because of the long-term incubation period of the content and products that 
creative economies try to offer and the short-term interests of the capital conflict. The necessity 
to harmonize the working time and duration of creative people with the time pressure of capital 
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arises. According to Lefebvre (2004), unlike industrial productivity, creative activities derive their 
motivation from the freedom and individuality emerging in external conditions. Castree (2009) 
focuses on the abstract power of the clock in the temporal and spatial construction of capitalism. 
Castree’s argument is that one of the tools used by the capitalist form of organization to control 
space and social relations is time. The conclusion from this is that creative people are rushed by 
time pressure and capitalist production processes (Jones and Warren, 2016). In this context, policies 
to intersect the time perception of creative people and the appetite of fund providers for short-
term high returns at the optimum point are needed. The public sector can play an intermediary 
role in establishing the optimum balance between the two. For this purpose, the support of some 
creative sectors and projects by central governments or local government budgets will sometimes 
contribute to public returns, provide the desired social benefit from the products, services, and 
contents produced by the sector, and help the development of the sector. Creativity has become 
an important element for the post-industrial economies of the future to generate new values and 
contents. Creative and cultural industries are seen as key sectors for the recovery and development 
of the backward regions of countries. Florida (2002) argues that in order to increase the economic 
efficiency of cities, creative people should be encouraged and induced to cities.  

3.3. SOCIAL STRATIFICATION AND THE PROBLEM OF EXPLOITATION 

Creative culture and the creative industry differ from industrial products because they are the 
output of people’s self-thinking. In this context, there are criticisms that intellectual contents and 
products lead to the exploitation of creative people due to inadequate regulations for the protection 
of property rights. From another perspective, it is known that creative sectors produce cultural 
change and new material values in cities. The new material values produced in this context will lead 
to the emergence of new layers in the social structure, and the cultural change to be experienced in 
the city life will cause regional differentiation in the socio-cultural and economic structure of the 
city. For example, let’s assume that a creative movie and series emerges in a city that attracts attention 
and is consumed all over the world. The change in the creative sector will lead to the emergence 
of famous people in that city, the formation of high income groups, the emergence of new areas of 
influence as a result of these people’s use of their media and networks, and cultural changes such as 
new restaurants and luxury settlements depending on the income obtained. Local governments will 
naturally focus on investments and services for the environments where these people are located 
in order not to be exposed to their reaction. This situation will cause the formation of new social 
layers in city life, deterioration of income distribution, and socio-cultural segregation in the social 
structure. In this context, the discourse, suggestions and policies of creative economies and creative 
culture have been criticized by academic circles (Belfiore, 2016; O’Connor, 2016; Oakley, O’Brien, 
and Lee, 2013). When creative economies are viewed from this perspective, it is seen that there 
are claims that it causes stratification in the society, increases property prices, forms exploitative 
working conditions and increases income inequality. As a justification for this, it is shown that it 
will become a necessity for talented people who have a creative workforce to continue their creative 
abilities in all circumstances at the end of a certain period of time in order to sustain their privileges 
(Oakley and Ward, 2018). In other words, creative people will have to accept the existing working 
conditions in order not to lose the privileged position they have attained, and they will endure the 
exploitation of their creativity, which is the main source of their privileges. 

3.4. MEASUREMENT PROBLEM 

In order for economic activity to be measured and its results to be accepted on a global scale, a full 
definition and classification on which there is international consensus must first be made. Since 
industrial economies are focused on physical output and sales, it is very easy to define and measure 
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the goods and services produced in this system. However, the fact that the products, services and 
contents offered in the creative sectors are in some cases within the scope of intellectual property, 
in other words, do not correspond to a physical product, and the creative sectors are intertwined 
with many branches of the economy such as the cultural economy and the digital economy 
constitute barriers to their measurement. In addition, it is very difficult to analyze how creative 
human resources, which is the source of intellectual property, are included in the creation of a 
new product and to evaluate the productivity and effectiveness of these creative talents. The lack 
of a standardized measurement method for creative industries by both national and international 
reliable organizations or the countries’ own institutions, and the fact that the data set is not kept 
makes it difficult to measure and compare creative economic activities.  
About the subject, according to the UK Ministry of Culture, Media and Sports  According to 
Creative Industries - Mapping Document 1998 (Creative Industries - Mapping Document 1998) 
published on the official website, the classification of creative industries was divided into 13 sub-
sectors for the first time such as advertising, architecture, arts, crafts, design, fashion, cinema, film, 
entertainment software, music, performing arts (performing arts) broadcasting, software, television 
and radio. However, the classification, which includes the determination of 13 sub-sectors put into 
practice by the UK, is criticized for not including some sectors due to the ambiguity in the concepts 
of «creativity» and «intellectual property», which form the theoretical framework of the creative 
economy. The common features of the 13 sub-sectors classified are that «they have emerged thanks 
to individual creativity, skills and talent and have the potential to create economic value through 
intellectual property production». The concept of intellectual property is defined as «the value of an 
idea that is protected under copyright, patent, trademark or other legal or regulatory mechanism 
and thus cannot be imitated or transformed into a commercial privilege without the permission of 
its producer» and constitute the essence of the conception of creative industries.  
The second problem regarding the measurement of creative economies is the calculation of the 
cultural economy within creative economies by evaluating them as the same concepts due to the 
tight transition between the creative economy and the cultural economy as stated above. The third 
problem with measurement is that the concept and framework of the creative economy cannot be 
drawn, and the lack of an internationally agreed transparent classification method. The reasons 
stated above cause each country to use a specific classification and measurement method. Despite all 
these difficulties, the share of the creative economy in the general economy is tried to be measured 
through data such as foreign trade made by countries and the number of employees in the creative 
sectors, based on current classifications. Despite all this, creativity and creative economic activities 
are carried out simultaneously in all industries of the national economy. Measuring creative 
economic activities in other industries can only be revealed by exposing the number of employees 
and the values they produce by creative individuals in other sectors, in other words, by determining 
the «creative intensity of the economy». The creative intensity of the economy is calculated by the 
percentage of people working in creative professions among all sectors in the general economy. For 
example, designing is a sub-branch of the creative industry. The ratio of designers working in the 
automotive sector to the people working in that sector gives the creative intensity of the automotive 
industry. This measurement enables the identification of the industrial branches that are rich in 
creativity. The individual benefits of the products and services produced in the creative sectors that 
cannot be calculated in monetary terms, such as the pleasure of music or design, performing arts, 
designed play, have not been fully developed to include concepts such as psychological relaxation, 
happiness and satisfaction into GDP. 

3.4.1. ACCOUNTING OF THE CREATIVE ECONOMY 

Creative economies are the result of the activity of creative individuals and groups. In other words, 
it has different features compared to other sectors due to the content and values created by the 
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human factor. The most important difference is that individual creativity forms the basis of creative 
economy. This is based on individual knowledge, skills and abilities. Unlike the mass production 
style of the industrial economy, the labor input used to create a creative product is directly related 
to the personal qualities and vision of creative individuals. This feature of the creative economy 
makes it difficult to evaluate a product or content produced and to measure consumer approaches 
and perceptions about the quality of a product put on the market and to establish standardization 
related to it. In the general economy, the creative sector is mostly composed of intangible assets and 
values such as fine arts including television, radio, cinema, music recording, newspaper, magazine, 
book publishing, performing arts, and advertising. For this reason, it is quite difficult to estimate 
the monetary amounts of creative products, services and contents such as an increase in assets in 
terms of the balance sheet, decrease in value, book value and scrap value. In this context, it becomes 
difficult to evaluate and report the products, services and contents produced by creative individuals 
through generally accepted standard accounting systems and reports. For example, according to 
general accounting standards, although a commodity is depreciated over time due to amortization, 
the artistic value of an artwork or the number of users of a digital game increases over time. 
Therefore, it becomes almost impossible to use standard accounting and reporting procedures in 
determining the value of a product, service or content produced by creative sectors.

4. CREATIVE ECONOMIC POLICIES AND RECOMMENDATIONS 

Innovation and creativity are widely used in many national development strategies as variables that 
will contribute to growth. For this reason, many countries develop policies to support and develop 
their creative industries, local creative production and consumption (Pratt, 2009). The efforts and 
policies to stimulate the creative economy, which first emerged in developed countries and then 
spread into developing countries, have long pioneered the development of creative industries in 
Asian countries such as Singapore, Korea, and China, and play an important role in the growth 
and development of these countries (UN, 2004). In North America, creative economic policies are 
mostly used to create new value by reviving neighborhoods that are underdeveloped and with low 
industrialization (Gibson and Homan, 2004; Hall, 2000; Pratt, 2008; 2009). Developing countries 
mostly focus on using the comparative advantages of their cultural products in production costs 
(Evans, 2009) instead of producing new knowledge and innovation (Kong, Gibson, and Khoo, 
2006), thus, putting forward their traditional values. Because investing in creative sectors requires 
technology; it is seen as risky in terms of marketing the content and product and getting consumers’ 
acceptance. On the other hand, the lack of legal and supervision on intellectual property and 
copyrights in developing countries and the lack of awareness and consciousness of the society on 
this issue cause the values and products created by creative economies not to be seen as private 
goods (Howkins, 2001; UNCTAD, 2010).  For this reason, policies that encourage the creative 
economy applied in these countries do not give the same results as the developed countries. For 
example, the use of a product or content while ignoring copyrights can lead to the complete 
destruction of the creative sector in that field. For this reason, the concept of the creative economy 
remains only discourse in developing countries. Social preferences, institutional structures, the 
development of social awareness and the effectiveness of legal regulations are what will drive the 
creative economy from discourse to action. In this context, differences in social preferences and 
institutional arrangements between countries affect the institutionalization of creative economic 
policies and ideas, so the managerial and institutional structures of traditional businesses and creative 
businesses differ (Rodrik, 2008). In the majority of developing countries, traditional businesses are 
considered as creative industries due to differences in concept, knowledge and application. The fact 
that creative and traditional businesses have different characteristics and different potentials cause 
them to produce different outputs and value creation processes. Therefore, different approaches and 
policies are required to both. For the development of creative economies, ensuring the adoption of 
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creative economies at the local level, implementing participatory actions that increase cooperation 
among local stakeholders, incorporating space-based creative ideas into local development projects, 
and establishing expert forums in order to eliminate the lack of information of intermediaries, 
increasing the potential cooperation between universities and creative sectors are recommended 
(Fahmi, McCann, and Koster, 2017). Many countries around the world have realized the value 
created by the relational dimension of the creative economy and its contribution to sustainable 
socio-economic development, and in this context, countries such as the USA, the EU and the 
UK have implemented policies to develop and strengthen their creative economies in the post-
2000 period (Esen and Atay, 2017). In other countries of the world, on the other hand, creative 
economy conferences are held regularly, and many countries include the cultural economy and 
products, services and contents produced by the creative sectors in their bilateral trade agreements. 
For example, Caribbean countries have included cultural industries in their free trade agreement 
with the EU, Indonesia established the Ministry of Tourism and Creative Economy in 2011, and 
Lebanon’s capital Beirut implemented its creative economy strategy to culturally revitalize the 
multicultural and multi-religious city center. (De Beukelaer, 2014: 233) 

Figure 3. Comparison of Import-Export-Total Trade Volume in Creative Sectors (2002-2015 
billion$)

Source: UNCTAD, Creative Economy Statistics

The creative sectors, which will have an important place in the world ecosystem in the future, 
can be understood both from the value they add to the country’s exports (Graph 1), and their 
contribution to employment (Graph 2) and from the studies in the literature.  If it is necessary to 
predict the future of creative sectors, it is seen that its contribution to both employment and trade 
volume in the world ecosystem is in an increasing trend. This determination is confirmed by the 
general trend towards the increase in the import, export and total trade volume (excluding the 2008 
crisis year) of the product, services and contents produced in the creative sectors between 2002 and 
2015 belonging to 32 countries indicated in Graph 1 (Graph 3).
It is observed that creative sectors have created a brand new economic order and functioning 
style and that they will reveal new paradigms in human life and career life, from businesses to the 
public sphere, from education planning to evaluation, and to the planning of the cities where they 
live. In this context, since the influence and position of creative sectors in general economies will 
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come to the forefront, it becomes important for countries what kind of policy proposals they will 
put forward to develop their creative sectors in macro terms and to create their roadmap policy 
documents. For this purpose, the answer to the following question should be sought first. What is 
the inspiration source of creative industries? When the general literature is examined,  “creative 
individuals « constitute the source of inspiration of the creative sectors. Then, it is necessary to 
make micro-planning in order to achieve macro goals in creative sectors. For this reason, first of 
all, creative people should be encouraged and revealed, then creative groups should be formed, and 
finally, creative culture and climate should be made dominant throughout the country. 
 First of all, starting with children’s education, the elimination of creativity at a young age should be 
prevented, and a climate that will encourage creativity in schools should be created. The education 
system should be removed from the position that memorizes and teaches the knowledge, and the 
relational learning method that seeks information and generates new knowledge and values by 
associating them with information in other fields should be adopted. For this purpose, the mental 
transformation of the educators should be ensured first. Afterward, encouraging entrepreneurial 
capital to produce products, services and content that will be created by the creative climate, 
establishing technological infrastructure with the support of the public and universities for this 
purpose, and eventually introducing and marketing the resulting products, services and content, 
and related macro level policy documents starting from the micro must be put forward.  

Figure 4. The Creative Nexus

Source: UNCTAD, Dos Santos, 2007

With the industry 4.0, which is the driving force of the rapidly developing digital economies in 
recent years, artificial intelligence robots will fulfill the work of humans in many areas. This means 
that many professions will disappear in the very near future. However, it seems unlikely that artificial 
intelligence robots can perform many jobs in creative sectors. For this reason, creative sectors, 
which make a significant contribution to employment, can absorb the unemployment caused by 
digital economies, again by creative people themselves using information technologies and digital 
technology. In this context “it can be argued that the main fuel of the 20th-century economy is 
petroleum, and the fuel of the 21st century is creativity.



ECONOMICS

165

CONCLUSION

Even though creativity and creative economic activities have been conceptualized today in the 
post-2000 period, in the historical process, they have been a recurrent process in motion as a 
result of the adaptation of cumulative information to human life in terms of content. In other 
words, the product, service, content and value created by every new information is also a creative 
economic activity. While new information added to the information used over time creates new 
creative products and services, it enables the old ones to disappear or to redesign them as nostalgic 
and cultural. Creative individuals and intellectual property rights are the source of inspiration for 
creative economic activities. Although a classification has been made as creative sectors in the 
literature, creative individuals operate cellularly within all sectors in the general economy. 
In the national economy, each creative industry operates independently, as well as clustering like 
cells into different  industries.   In this context, creative industries are in close contact with many 
areas of socio-cultural life in a wide range of fields through digital technologies, information 
communication technologies, cultural activities, cultural tourism, artistic activities, social networks, 
city and urban life. Creative cities and cultural structures with which creative sectors are related 
play a role in encouraging the emergence of creativity and the clustering of creative individuals 
in a particular region or city. While rural culture continues its activities focused on daily life, big 
cities dominated by urban culture and a competitive environment contribute to the development 
of creative industries. However, the new style culture and settlements created by the creative class 
in big cities are criticized as one of the negativities of creative economies, in that they cause an 
increase in social and cultural exclusion within the social layers. 
Technology is considered as an indispensable element in creative economies. Creative industries 
such as architecture, art, design, games, media, e-publishing always need internet infrastructure and 
advanced digital technologies. Internet, digital technologies and ICTs enable the design of creative 
products, services and content, and the interaction of these products with other sectors. Social 
networks undertake the promotional distribution function of creative products. The widespread 
use of the internet, computing, telecommunications, television, digital platforms, large data storage 
in digital environments, mobile communication tools and digital media, provides the opportunity 
to present to consumers the revolutionary opportunities at very low costs for the promotion, 
distribution, marketing and consumption of creative contents and products in digital environments 
without sharing the physical space. In this context, the development and dissemination of digital 
technologies, ICTs and social networks become important in terms of providing the economic 
benefit expected from creative sectors. 
Creative industries have three main problem areas. The first is the financing problem. Because 
the realization of all creative ideas is based on physical capital and a creative idea requires a large 
amount of initial capital in the implementation and transformation of a product into service and 
involves uncertainty. Many countries whose currency is not an international reserve currency 
encounter financing problems and cannot allocate resources for creative sectors. The banking 
sector, on the other hand, is reluctant to provide loans to creative sectors. Because, in the credit risk 
assessment, the banking system looks at the repayment of the loan, the purpose for which the given 
resource will be used and what the return will be. At this point, the trust level of the banks and 
the uncertainty in the nature of creativity contradict, and creative projects sometimes cannot be 
implemented or are left unfinished due to lack of resources. In this context, in order for countries 
to achieve the desired economic expectation from the outputs of the creative economy, besides 
encouraging innovations, government policies should also be put forward and necessary guarantee 
conditions should be established to finance them. 
Another problem is the time issue. Because the long-term incubation period of the content and 
products that creative economies try to offer and the short-term interests of the capital conflict. 
Financial problems and its constraints prevent the development of creative work in longer-term due 
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to time pressure. Since the industrial production system focuses on wage-time-output optimization, 
it is oppressive in terms of regulating and accelerating employee behavior. However, the oppressive 
function of time remains ineffective in creative economies. For this reason, it may cause financial 
difficulties. Uncertainties about the incubation phase and the acceptance of content in the market 
make financing providers uneasy and even bring financing to a cut point after a certain threshold.
The new material values created by the creative industries cause the emergence of new layers in 
the social structure and regional differentiation in the socio-cultural and economic structure 
of the city in urban life. To put it more clearly, creative industries cause the formation of high 
income groups in the city, the emergence of new areas of influence by the use of social media and 
networks of these groups, and cultural changes such as new restaurants and luxury settlements on 
a regional scale according to the income distribution in urban life. Local governments naturally 
focus on investments and services in the environment where these groups are located in order 
not to be exposed to the reaction of these groups. This situation is criticized because it causes the 
formation of new social layers in urban life, the deterioration of income distribution, and socio-
cultural segregation in the social structure. Taking into account the reduction of negativity in the 
formulation and development of creative economic policies, avoiding regional differences and 
social stratification that may arise from creative sectors can contribute to the formation of social 
peace. The fact that the concept and framework of the creative economy cannot be determined 
completely, the absence of an internationally agreed transparent classification method prevents 
the formation of an international standard for the measurement and classification of the creative 
economy. Revealing the different relations and interactions of creative economies with other sectors 
through other studies may contribute to reducing measurement problems and overcoming other 
problems mentioned above. Many countries develop new creative economic policies in this context 
and even establish ministries of creative economies in order to institutionalize these policies. In 
order to develop their creative sectors and achieve the goals they want, countries, starting with 
uncovering the creative personality, need to create and allocate resources for the macro-level graded 
policy documents, especially in education.  
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Introduction – Its purpose is to state clearly the investigated problem and provide the reader with 
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relevant background information. It states the objectives of the work and provides an adequate 
background, avoiding a detailed literature survey or a summary of the results.
 
Methods - Its purpose is to describe the experiment in such detail that a competent colleague could 
repeat the experiment and obtain some or equivalent results. It should provide enough details to 
allow the work to be reproduced. Already published methods should be indicated with a reference: 
only relevant modifications should be described.

Results – Its purpose is to present new information gained in the study. It should be clear and 
concise. Results are the core of the paper. The Results section shouldn`t start with describing 
methods that were inadvertently omitted from the Materials and Methods section. Results must be 
written in the past tense.

Discussion – The final section of an IMRAD paper. Its purpose is to fit the results from the 
current study into the preexisting fabric of knowledge. The important points will be expressed 
as conclusions. This should explore the significance of the results, not repeat them. A combined 
Results and Discussion section is often appropriate. Avoid extensive citations and discussion of 
published literature.

Conclusion – The main conclusions of the study may be presented in a short Conclusions section, 
which may stand alone or form a subsection of a Discussion or Results and Discussion section. 
Conclusions should provide a summary of important findings and their implicants to the area of 
research that is the forms of the article.

NUMBERING

Divide your article into clearly defined and numbered sections (1, 2, 3…). Subsections should 
be numbered 1.1 (then 1.1.1, 1.1.2, …), 1.2, etc. (the abstract and conclusion are not included in 
section numbering).

TECHNICAL PRESENTATION

Subtitles must be short, clearly defined and numbered, except for Introduction and Conclusion. All 
tables and figures need to support your research findings. They should be clearly referred to and 
numbered consecutively in Arabic numerals.

Tables. All tables are to be numbered using Arabic numerals. Tables should always be cited in the 
text in consecutive numerical order. For each table, please supply a table caption (title) explaining 
the components of the table. Identify any previously published material by giving the original 
source in the form of a reference at the end of the table caption. Footnotes to tables should be 
indicated by superscript lower-case letters (or asterisks for significance values and other statistical 
data) and included bellow the table.
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Example:

Table 1. Comparison of characteristic values   obtained by PCA and threshold values   obtained by 
the parallel analysis

Serial number of 
components

The actual characteristic 
values   of PCA

Values   obtained by parallel 
analysis Decision

1 5,716 1.5595 Accept
2 1,913 1.4326 Accept
3 1,107 1.3287 Reject
4 0,967 1.2433 Reject

Source: Author’s calculation

FIGURES

Figures should be placed in the main text (no wrapping) separated from it by a spacing of 12 points. 
Utmost care must be taken to insert the figures in correct alignment with the text. Individual figures 
should be centred. If a figure has parts, they should be clearly labeled as (a), (b), (c), etc. in the 
figure.

Figure 1. The caption which describes the figure in general: a) Description of what is contained in 
the first part; b) Description of what is contained in the second part.

                                              a                                                                           b

                     

 

                                       
 

source

The caption should be self-contained and placed above the figure, typed in the sentence capitalization 
and centred. It should be preceded by the figure number (in bold), contain a brief description of the 
figure and a key to interpreting various lines and symbols in the figure (if needed). The captions can 
be typed at a font size of 10 -11 points. 
Source should be noted below the figure, underneath the caption details.

All of the figures should be numbered and have captions. They should be referred to in the text 
as Fig. 1, Fig. 2, etc. Try to place figures after and as close as possible to the point where they are 
first mentioned in the text. Do not break figures. Format the figures as given in the template. Keep 
figures within margins. Do not hyphenate words in figures.
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Generally, only original drawings or photographic reproductions are acceptable. Should authors 
use figures from other Publications, they must ask the corresponding publishers to grant them the 
right to publish this material in their paper. The photocopies are acceptable if they are of a very high 
quality. Half-tone pictures should be in the form of glossy prints. If possible, include your figures 
as graphic images in the electronic version. For best quality the pictures should have the resolution 
of 300 dpi (dots per inch).

EQUATIONS

There shoud be one line of space above the equation and one line of space below it before the text 
continues. Try to fit the whole equation into one line.

All the equations should be punctuated as if they were an ordinary part of the text.
Punctuation appears after the equation but before the equation number. 
The order number should be put in round brackets at the right-hand edge of the text in line with 
the equation.
Equations should remain editable and not appear in a picture format. 
Type the mathematical equations in the simplest way possible. Make sure that your Equation Editor 
or MathType fonts, including sizes, are set up to match the text of your document.
Equations that are referred to in the text should be numbered sequentially throughout the text 
(i.e., (1), (2), (3)) or numbered by section (i.e., (1.1), (1.2), (2.1)) depending on author’s preference. 
Equations may be referred to in the text as Eq.(1).
The use of Word’s built-in Equation editor or the full MathType product is allowed.

REFERENCES AND CITATION

Please ensure that every reference cited in the text is also present in the reference list (and vice 
versa). All manuscripts should be formatted using the APA (American Psychological Association) 
references which are widely used in the social sciences, education, engineering and business.

CITING REFERENCES IN TEXT

Placement References are cited in the text by the author’s surname, the publication date of the 
work cited, and a page number if necessary. Full details are given in the reference list. Place them at 
the appropriate point in the text.

Repeat mentions in the same paragraph If name and year are in parentheses, include the year 
insubsequent citations.
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With a quotation This is the text, and Markovic (2018) says “quoted text” (p.1), which supports my 
argument. This is the text, and this is supported by “quoted text” (Markovic, 2018, p. 1). This is a 
displayed quotation. (Markovic, 2018, p. 1)

Page number (Markovic, 2018, p. 6)
One author Markovic (2018) or (Markovic, 2018)
Two authors Markovic and Jaksic (2018) or (Markovic & Jaksic,2018)
Three to five authors
At first mention:
Markovic, Jaksic, Krstic, Pivac, and Cerketa (2018) or (Markovic,
Jaksic, Krstic, Pivac, & Cerketa, 2018)
At subsequent mentions:
Markovic et al. (2018) or (Markovic et al., 2018)
In cases where two or more references would shorten to the same form, retain all three names.

Six or more authors
Markovic et al. (2018)
(Markovic et al., 2018)

Authors with same surname
G. Markovic (2018) and F. Markovic (2018)
G. Markovic (2018) and F. Markovic (2018)

No author Cite first few words of title (in quotation marks or italics depending on journal style for 
that type of work), plus the year: (“Study Finds,” 2017) If anonymous, put (Anonymous, 2018).

Groups of authors that would shorten to the same form
Cite the surnames of the first author and as many others as necessary to distinguish the two 
references, followed by comma and et al.

Organization as author
The name of an organization can be spelled out each time it appears in the text or you can spell it 
out only the first time and abbreviate it after that. The guiding rule is that the reader should be able 
to find it in the reference list easily.

Author with two works in the same year
Put a, b, c after the year (Cerketa, 2011a, 2011b, in press-a)

Secondary source
When it is not possible to see an original document, cite the source of your information on it; do not 
cite the original assuming that the secondary source is correct. Markovic’s economic vocabulary (as 
cited in Krstic, 2018)

Classical work References to classical works such as the Bible and the Qur’an are cited only in the 
text. Reference list entry is not required. Cite year of translation(Karadžić, trans. 1848).

Personal communication References to personal communications are cited only in the text.

Unknown date (Author, n.d.)

Two dates (Author, 2009–2019) Author (2009/2019)
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REFERENCE LIST

Order Alphabetical letter by letter, by surname of first author followed by initials. References by 
the same single author are ordered by date, from oldest to most recent. References by more than 
one author with the same first author are ordered after all references by the first author alone, by 
surname of second author, or if they are the same, the third author, and so on. References by the 
same author with the same date are arranged alphabetically by title excluding ‘A’ or ‘The’, unless they 
are parts of a series, in which case order them by part number. Put a lower-case letter after the year: 
Simic, J. (2019a). Simic, J. (2019b). For organizations or groups, alphabetize by the first significant 
word of their name. If there is no author, put the title in the author position and alphabetize by the 
first significant word.

FORM OF AUTHOR NAME

Use the authors’ surnames and initials unless you have two authors with the same surname and 
initial, in which case the full name can be given:
Simic, J. [Jovan]. (2019).
Simic, J. [Juraj]. (2019).

BOOK

One author
Author, A. A. (2019). This is a book title: And subtitle. Bijeljina: Economics.
Two authors Author, A. A., & Author, B. B. (2019). This is a book title: And subtitle. Bijeljina: 
Economics.
Three authors Author, A. A., Author, B. B., & Author, C. C. (2019). This is a book title: And subtitle. 
Bijeljina: Economics. More authors Include all names up to seven. If there are more than seven 
authors, list the first six with an ellipsis before the last. Author, M., Author, B., Author, E., Author, 
G., Author, D.,
Author, R., … Author, P. (2015).
Organization as author Oikos instutut. (2016). Book title: And subtitle. Bijeljina: Economics.

JOURNAL

One author Author, A. A. (2019). Title of article. Title of Journal, 22, 123–231. doi:xx.xxxxxxxxxx
Provide the issue number ONLY if each issue of the journal begins on page 1. In such cases it goes 
in parentheses: Journal, 8(1), pp–pp. Page numbers should always be provided. If there is no DOI 
and the reference was retrieved from an online database, give the database name and accession 
number or the database URL (no retrieval date is needed): Author, A. A. (2011). Title of article. 
Title of Journal, 22, 123–231. Retrieved from http://www.xxxxx
If there is no DOI and the reference was retrieved from a journal homepage, give the full URL or 
site’s homepage URL: Author, A. A. (2011). Title of article. Title of Journal, 22, 123–231. Retrieved 
from http://www.xxxxx

Two authors
Author, A. A., & Author, B. B. (2004). Title of article. Title
of Journal, 22, 123–231. doi:xx.xxxxxxxxxx

Three authors
Author, A. A., Author, B. B., & Author, C. C. (1987). Title
of article. Title of Journal, 22, 123–231. doi:xx.xxxxxxxxxx
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More authors
 Include all names up to seven. If there are more than seven authors, list the first six with an ellipsis 
before the last.
Author, M., Author, B., Author, E., Author, G., Author, D.,
Author, R., … Author, P. (2001)

Organization as author
American Psychological Association. (2003). Title of article: And subtitle. Title of Journal, 2, 12–23. 
doi:xx.xxxxxxxxxx

No author Editorial: 
Title of editorial. [Editorial]. (2012). Journal Title, 14, 1−2.

Not in English If the original version is used as the source, cite the original version. Use diacritical 
marks and capital letters for the original language if needed. If the English translation is used as 
the source, cite the English translation. Give the English title without brackets. Titles not in English 
must be translated into English and put in square brackets.

Author, M. (2016). Title in German: Subtitle of Article
[Title in English: Subtitle of article]. Journal in German, 21, 208–217. doi:xx.xxxxxxxxxx
Author, P. (2016). Title in French [Title in English: Subtitle of article]. Journal in French, 21, 208–
217. doi:xx.xxxxxxxxxx

PEER-REVIEWED ARTICLE PUBLISHED ONLINE AHEAD OF THE ISSUE

Author, A. A., & Author, B. B. (2012). Article title. Title of Journal. Advance online publication. 
doi:xx.xxxxxxxxxx
If you can update the reference before publication, do so.

SUPPLEMENTAL MATERIAL

If you are citing supplemental material which is only available online, include a description of the 
contents in brackets following the title.
[Audio podcast]
[Letter to the editor]

OTHER ARTICLE TYPES

Editorial: Title of editorial. [Editorial]. (2018). Title of Journal, 14, 1−2.
Author, A. A. (2019). Title of review. [Review of the book Title of book, by B. Book
Author]. Title of Journal, 22, 123–231. doi:xx.xxxxxxxxxx

ARTICLE IN JOURNAL SUPPLEMENT

Author, A. A. (2004). Article title. Title of Journal, 42(Suppl. 2), xx–xx. doi:xx.xxxxxxxxxx

CONFERENCE

Proceedings To cite published proceedings from a book, use book format or chapter format. To cite 
regularly published proceedings, use journal format.



ECONOMICS

179

PAPER

Presenter, A. A. (2012, February). Title of paper. Paper presented at the meeting of Organization 
Name, Location.
Poster
Presenter, A. A. (2012, February). Title of poster. Poster session presented at the meeting of 
Organization Name, Location.
INTERNET

WEBSITE

When citing an entire website, it is sufficient just to give the address of the site in the text. The 
Economics (http://www.economicsrs.com/).

Web page
If the format is out of the ordinary (e.g. lecture notes), add a description in brackets.
Author, A. (2019). Title of document [Format description]. Retrieved from http://URL

COPYRIGHT REGULATIONS AND OPEN-ACCESS LICENSING

All authors submitting articles for publication at “ECONOMICS” Innovative and ECONOMICS 
Research Journal are expected to provide the statement that their contribution does not infringe 
any of the already existing copyright so that to indemnify the publisher of the journal against any 
breach of warranties


