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Russia's war of aggression against Ukraine continues to weigh on the EU
economy, moving it towards lower growth and higher inflation compared to the
European Commission's spring 2022 forecast.

According to the (intermediate) summer 2022 economic forecasts of the
European Commission, the EU economy will grow by 2.7% in 2022 and by 1.5%
in 2023. In the euro area, growth of 2.6% in 2022 is anticipated, with a more
moderate pace of 1.4% in 2023. Average annual inflation is forecast to reach
historic highs in 2022, namely 7.6% in the euro area and 8.3% in the EU, before
declining in 2023 to 4.0% and 4.6% respectively.

War shocks have a negative impact on economic growth. Many of the downside
risks associated with the spring 2022 forecasts have materialized. Russia's invasion
of Ukraine has put additional upward pressure on energy and food staples. These
factors are fueling global inflationary pressures, eroding household purchasing
power and prompting a faster than previously anticipated monetary policy
response. The continued slowdown in US growth adds to the negative economic
impact of China's strict "zero-COVID" policy.

The EU economy remains particularly vulnerable to developments in energy
markets, due to its high dependence on Russian fossil fuels, and slowing global
growth has the effect of reducing external demand. The momentum gained from
last year's recovery and a slightly stronger-than-expected first quarter should
support the annual growth rate for 2022. However, economic activity for the rest of
the year is expected to be modest, despite a summer promising. According to
estimates, in 2023, quarterly economic growth will accelerate on the back of the
resilience of the labor market, the moderation of inflation, support from the
Recovery and Resilience Mechanism and the still high volume of savings.

Overall, the EU economy will continue to expand, but at a much slower pace
than predicted in the spring 2022 forecast.
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Record inflation is forecast to decline in 2023. By June 2022 headline inflation
had reached record levels as energy and food prices continued to rise and price
pressures fed into other goods. In the euro area, inflation increased strongly in the
second quarter of 2022, from 7.4% in March 2022 (compared to the same period of
the previous year), to a new record level of 8.6% in June 2022. In the EU, the
increase was even more pronounced, with inflation rising sharply by a full
percentage point from 7.8% in March to 8.8% in May.

Inflation forecasts have been revised up considerably compared to the spring
forecasts. In addition to the strong price increase in the second quarter, a further
increase in natural gas prices in Europe is expected to be passed on to consumers
through electricity prices as well. Inflation is expected to peak at 8.4% in the third
quarter of 2022 in the euro area, after which it will decline steadily, reaching below
3% in the last quarter of the year 2023 in both the euro area and the EU as
commodity price pressures and supply constraints ease.

The risks remain high and depend on the evolution of the war. Risks to the
outlook for economic activity and inflation depend heavily on the evolution of the
war and, in particular, its implications for Europe's gas supply. Further increases in
gas prices could lead to further increases in inflation and drag on economic growth.
The knock-on effects could, in turn, amplify inflationary forces and lead to further
tightening of financial conditions, which would not only hurt growth, but also
entail increased risks to newly established stability. It cannot be ruled out that the
re-emergence of the pandemic in the EU will cause new disruptions to the
economy.

At the same time, recent downward trends in oil and other commodity prices
could intensify, causing inflation to fall faster than currently expected.
Furthermore, with a strong labor market, private consumption could prove more
resilient to rising prices if households drew more on accumulated savings.

The IMF will "significantly" revise its estimates regarding the evolution of the
world economy. Even the International Monetary Fund (IMF) will "significantly"
revise its estimates of the pace of growth of the world economy in its next report, at
a time when those in charge of the financial sector are faced with a narrow list of
options to responds to the worsening of risks, reports Bloomberg, according to
Agerpres at the beginning of July 2022.

Rising food and energy prices, slowing capital flows to emerging markets, the
continuation of the pandemic and the slowdown of the Chinese economy create
"many more challenges” for policymakers, IMF strategy director Ceyla
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Pazarbasioglu told a panel on the occasion of the meeting of finance ministers and
central bank governors of the G20, which takes place in Bali (Indonesia) in July
2022."It is about shocks after shocks that seriously affect the world economy," said
Ceyla Pazarbasioglu.

The remarks come after a meeting of G20 finance ministers and central bank
governors ended without a joint statement, highlighting the difficulties of
coordinating a global response to rising inflation and fears of a recession.

On the occasion of the latest "World Economic Outlook™ report, published in
April 2022, the IMF has already revised downwards its estimates regarding the
evolution of the world economy in 2022, up to 3.6%, compared to an advance of 4
4% forecast before the start of the war in Ukraine.

Central bank officials around the world are struggling to find the right response
to price increases that are being fueled by supply-side problems.

"The path to a soft landing is narrowing; we continue to believe that this is a
feasible trajectory but certainly not a very easy one. Where central banks change
monetary policy quickly and decisively and have a response to inflation, this is
more conducive to a smooth landing", said the director of research from the Bank
for International Settlements, Hyun Song Shin, present at the same panel in Bali.

In the case of Romania, in April 2022, the IMF significantly revised its
estimates regarding the growth of the Romanian economy this year, from 4.8% as
it estimated in the fall to 2.2%.

In the current context, the authors found forums for discussions and debates and
have written articles for the current issue trying, as far as possible, to look at some
solutions for the problems facing the new world state of economy. Whether or not
they succeeded in responding to the challenges, we leave it to you to determine.

The first scientific paper published in our present issue, named Innovative
Solutions For The Production Of Bricks From Wastewater Treatment Sludge
and written by authors Gabriel POPESCU, Nicoleta-Raluca JIANU, loana-
Corina MOGA, Madilina-Teodora ANDREI, Aneta CHIVOIU, Laurentiu
CIORNEI, and Mirela SIMION is based on the need to recover various wastes
such as waste from wastewater treatment plants. The article research proposed to
use of sludge in the manufacture of various building materials, such as bricks. So
far, bricks made of different materials and combinations of classical materials as
burnt clay, cement, sand, but also of other unconventional materials, most of them
coming from different wastes, are used in construction. To use the sludge for bricks
fabrication, it is necessary to inert it and to obtain a moisture content below 80%.
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Also, the physico-chemical and ecological parameters must be suitable for sludge
utilization and their values must be situated within the limits imposed by
legislation. So, the sludge is centrifuged in order to reduce the moisture content
from (90-95) % to a maximum of 80%, treated, then the sludge batches are
characterized and finally the sludge is recovered by inert cement.

The purpose of Milan MARKOVIC’ paper, named Ranking of EU Countries
According to Innovation Potential is to rank all 27 countries of the European
Union (EU) according to selected indicators of innovation potential. In a high-tech
society, the main factor of economic development are activities related to research
and development (R&D). The author singled out five relevant indicators from the
Eurostat database in the assessment of the conditions for innovation development
in the EU using the MOORA (Multi-Objective Optimization on the basis of Ratio
Analysis) method. Based on the conducted multi-criteria analysis, the author
concludes that Germany, Sweden, France and the Netherlands have the best
innovation performance, so that these countries are the closest to achieving the
goals of a highly competitive economy and sustainable economic development. On
the other hand, Romania, Cyprus, Slovakia and Croatia show the weakest
innovation potential, followed by other newer EU members.

Wilfred Isioma UKPERE, in his paper called: Techno-Globalisation and
Labour Sustainability in an Era of The 4th Industrial Revolution is talking about
capitalism, as it is based on the concepts of competition, profit motive, private
enterprises (self-interest) and scientific management. These key catalysts set the
motion for capitalist expansion, exploration and exploitation. One notable area
where capitalism has naturally done exceptionally well based on its characteristics,
is within the domain of scientific management, which has spurred technological
innovations as well as triggered techno-globalization. In spite of several warning
signs of the impact of techno-globalization on the sustainability of labor, the world
advanced into the 4th Industrial Revolutions, which is also driven by highly
sophisticated technological advancements. The 4th IR has unique features, namely,
smartphone takeover almost every aspect of business activity; knowledge
generation is made possible through big data; robotics may likely replace many
human routine activities in the workplace. The new trend will certainly lead to
massive job losses as well as create new ones within the industry, which could
have detriment effects for labor sustainability. However, some mechanisms have
been postulated in this treatise to improve the status quo.
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Author Daniela PASNICU, in her interesting paper called The Importance of
Using Smart Data to Analyze Skills in The Labor Market is talking about the
needs of the workforce who is constantly changing as a result of global concerns
about digitization, production automation, the introduction of new technologies and
industry 4.0. Therefore, the labor market needs a continuous reassessment of labor
skills in the context of digitalization and the industrial revolution. The paper will
study the change in perspective of the structure of the employed population by
occupational groups and in high-tech economy of Romania compared to UE27 and
the most requested skills currently in online job postings in various fields, based on
traditional and intelligent data from Cedefop. It is also intended to understand how
the use of BigData can facilitate labor market decision-making. The analysis of the
skills required in the jobs posted online from various fields in Romania, in 2020,
suggests importance of digital and contextual skills having in view that in the top is
»accessing and analyzing digital data”, followed by ,,working with others” and
,,using digital tools for collaboration, content creation and problem solving”.

In his paper entitled Aspects of Career Management and Success in
Educational Organisations, the author Sebastian Cristian CHIRIMBU is talking
about a modern educational institution who should create the necessary conditions
for the integration and development of the personal and professional competences
of the teachers in order to obtain a successful career. In the current context of the
educational system in the Republic of Moldova and Romania, the capitalization of
human resources is a priority objective of the managers of educational institutions.
The difficulties they face, the constantly changing educational reforms, the
unpredictable and challenging situations are known partially or impartially
theoretically and practically by teachers who are beginning to integrate into the
institution, and the process of insertion from educational institutions is often not
effective. The author analysed the characteristics of a successful career but also the
motivation for achievement as an important component of the professionalization
process, teachers thus tending to pursue challenging careers, complex enough, but
not so difficult as to end in failure. Therefore, if professional motivation is an
important endeavor, because it starts from the idea that a large part of everyone's
life spends at work, performance denotes the achievement and ability of the teacher
to respond to tasks and to be a model for those in the organization when it comes to
involvement and responsibility.

The authors Tinashe R MUSHONGA and Wilfred Isioma UKPERE, in their
paper entitled The Effects of Downsizing on Employee Commitment in the Freight
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Management Services in Zimbabwe are telling us that the 21st century introduced
several technological advancements, including artificial intelligence, and these
technologies affected almost every industry in every country. Freight management
services in Zimbabwe had also adapted to these technologies to keep abreast with
global pressures. Hence, embarking on massive workforce re-engineering strategies
and downsizing had been the most popular strategy. However, organizations have
to deal with consequences of downsizing, and employee commitment as one of
these consequences.

Irena TODOROVA, in her paper entitled The Effect of Motivation for The
Prevention of Corruption Acts in The Ministry of Internal Affairs presents the
objective need for motivation as an element of managerial impact in the Ministry
of Internal Affairs. The activity of the state administration should correspond to the
high public expectations for professional competence, legality, integrity,
correctness, and responsibility. That is why motivation is the key element that leads
to the formation of specific behavior aimed at the observance of value orientations
in the performance of official duties and is an important prerequisite for the
prevention of corrupt behavior among the employees of the Ministry of Internal
Affairs.

Zanele L. MPABANGA, Wilfred Isioma UKPERE and Xavier KNIGHT in
their paper entitled Effects of Globalisation on Employment Relations Within The
Film Industry in South Africa are talking about globalization that has been
perceived as the integration and spread of information, processes and technology
across organizations and nations. It has accelerated transformation and change in
organizations, with the effect of strengthening or, as the case may be, weakening
employment relations within organizations. Globalization has been characterized
by a rise in the use of casual employees, decentralization and continuous
advancement in technology, which ultimately affects employment relations.
Therefore, this paper sets to explore the effects of globalization on employment
relations in South Africa’s film industry. The current investigation adopted a
qualitative research approach, which was carried out in an organization within the
film industry in the city of Johannesburg, South Africa. Purposive sampling was
used to collect data from ten employees at various levels in the organization. Data
was obtained by means of semi-structured face-to-face interviews with the research
participants. The findings revealed that the effects of globalization are twofold, as
it has both positive and negative effects on organizations. From a positive
perspective, it was found that globalization has helped to promote inclusive
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workplaces, effectively manage tensions and conflict in the workplace, and
improve communication between parties in the employment relationship.
Furthermore, it was discovered that interactions between management and
employees have increased since globalization. Conversely, the current findings
uncovered that there are increasing tensions in the employment relationship. There
is also evidence of less training to workers in the film industry. The findings
further revealed that using casual employees in the film industry has increased, and
many of them are confronted with several challenges, as they do not get the same
benefits that their counterparts in permanent employment receive. Hence,
generally, this paper’s outcome could be used in organizations to address some of
the negative effects of globalization in respect of relationships in the workplace,
particularly in the film industry.

Georgiana Zoe IACOB MIHAILA and Elena GURGU, in their paper
entitled Investigating How Managerial Communication Influences Employee
Motivation. Study Case to a Romanian Crude Oil Products Transport Company
are researching the motivation of human resources, with a case study at
CONEREPET SA PLOIESTIY, a Romanian crude oil products transport company.

In the first part of the work, the authors dealt with the theoretical aspect of
environmental pollution with petroleum products: polluting factors and methods of
depollution. Then they presented theoretical aspects of human resource
management, so that they can approach a research study in the second part of the
paper. Also, the authors analyzed the CONEREPET SA company, and, like the
research study, they dealt with the motivation of human resources within the
company. The authors chose this topic due to the experience in the field. In the
final part of the paper, the authors concluded that human resources are primary
among those needs and resources available to the organization in carrying out the
activity to achieve its objectives and, consequently, it is logical to pay special
attention to their management. At the center of all business are the people. All
other resources, land, buildings, machinery, equipment, vehicles, or money are
only of secondary importance. Business cannot be done without people. Businesses
have no other purpose than to serve people's needs.

1 We will not divulge the name of the company where we conducted the case study for
security reasons of the data and information provided. Thank you for understanding the
situation.
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The next paper written by Sahil MAMMADOV s talking about: Critical
Evaluation Of EU Migration Policy in Crisis Agenda Within Framework of
Border Management. If we try to define the concept of migration, which is one of
the critical issues faced by all countries today, we will see that it is more a search
for innovation stemming from a "problem"”, and this process has tried to preserve
this feature from the very beginning of history until today. When we open the
concept of "problem" here, it can be seen that sometimes there can be a direct
threat to human existence, such as natural disaster, war, oppression and
persecution, and sometimes this process can occur for personal reasons, such as
unemployment, the desire for a better life. At the same time, the issue of migration
can be considered optional as well as mandatory within the framework of interstate
agreements and various difficulties experienced. It is known that the migration
crisis observed in 2015 as a result of the fragmentation trend among the member
states turned into an integration crisis in the EU migration policy. In this regard,
this study aims to reveal the validity of independent national policy requirements
by analyzing them. The secondary data methods have applied for this study by
using different official sources from EU and other statistical sources. With this aim,
the evaluation of the EU's migration policy goals, financial, legal and institutional
tools in the context of inter-national and intergovernmental tension in the example
of border management is considered as the main final goal of the study.

Olufemi Adebowale ABASS and Temidayo Jerry OLUBUSADE wrote their
paper entitled The Risk Aversion and Self Insurance Utilization : Evidence From
Small and Medium Scale Business Owners in Lagos State. This study is to
examine the influence of risk aversion on the adoption and utilization of self-
insurance among Small Medium Enterprises (SME) owners in Lagos State. The
study employed cross sectional class of survey research design. Three hundred and
fifty SME owners were selected using Taro Yamane formula and the data obtained
was analyzed using correlation and t-test inferential statistics. Questionnaires were
administered through convenience sampling method. The result of the study
revealed a significant relationship between risk aversion and self-insurance
utilization among SME owners in Lagos State. Additionally, the result of this study
also revealed that there is no significant difference between preference for
conventional insurance and self-insurance among Lagos State SME owners. Based
on the findings of this study, it is recommended that conventional insurers should
endeavor to develop products that address the actual needs of SMEs. It is also
recommended that SME owners should be highly disposed to risk improvement
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measures as this would help to reduce the cost of market insurance and self-
insurance even if both are taken up contemporaneously.

Authors Oluwaleke Ebenezer AKINDIPE and Ogorchukwu Augustine
ISIMOYA wrote their paper entitled Gross Premium Income and Claims
Settlement for Fire Insurance Policy in Nigeria: A Panel Approach . Claims, being
the heartbeat of the workability of insurance, are the most critical contact
influencer between the insuring public and the insurer. It serves as a critical path to
truth that shapes the policyholders’ ultimate perceptions of their insurers. This
study evaluated the relationship between gross premium income and claims
settlement with specific focus on fire insurance business in the Nigerian insurance
industry from 2010 to 2021. Data on gross premiums income and gross claims paid
over the period were extracted from Nigerian Insurers Association (NIA) annual
reports and digest. Stationarity test carried out on the data revealed that data is
stationary at the 1%, 5% and 10% levels of significance. Using the ordinary least
squares regression, the calculated probability value of 0.0000 is lower than the 0.05
significant value, which shows that there is a significant significance of the data.
The computed linear co-efficient of determination (R?= 0.928731) shows that
92.87% of the total return on asset is accounted for by the independent variables
which are expense ratio and net claims. It was therefore concluded that there is a
significant relationship between gross premium income and gross claims payment
of fire insurance in careful consideration must be given to other administrative
costs, such as underwriting, which have the potential to reduce the revenues and
profits of the company.

The authors Augustine Ejededawe OSHO and David Olufemi
IBIFUNMILOLA are approaching an interesting subject, talking about Foreign
Currency Transaction, Translation and Performance of Supernational Companies
in Nigeria, West Africa. The study examined foreign currency transaction,
translation, and performance of supernational companies in Nigeria. Specifically,
the study examined effect of exchange rate, transaction rate and interest rate on
return on asset of supernational companies in Nigeria. In a bid to accomplish this,
panel regression analysis of fixed and random effect on five (5) selected
supranational companies in Nigeria were employed. The study employed
secondary data; the data for the study cover the period 2012 to 2021. The Hausman
test carried out showed that fixed effect model is more realistic and produced a
better result which was therefore employed in drawing inferences in the study.
From the result, exchange rate exhibited significant negative relationship with

23



?" Annals of Spiru Haret University. l_ _|

— =

Economic Series
P~ Since 2000 {ICCS]

Im-m
ISSN:2393-1795  ISSN-L:2068-6900 -

Issue 3/2022

supernational company’s performance in Nigeria. The finding further revealed that
Interest rate has insignificant positive relationship with performance of the
supernational companies in Nigeria while the translation rate indicated
insignificant negative relationship. Hence, the study concluded that unfavorable
movement or adjustment in foreign currency transaction and translation rate affect
the performance of supernational companies in Nigeria, especially, when measured
performance in term of return on asset. It was recommended that supernational
companies should develop a mechanism to hedge against foreign exchange rate
exposure caused by unanticipated movement in the exchange rate. More so, this
should be supported by sound risk management strategies that can withstand
macroeconomic instability especially inflation rate in the host economy.

Mihaela BEBESELEA and Adina TRANDAFIR are debating a very
interesting paper, also, called: Empirical Study About the Relation Between
Family Ownership and Firm Performance: Evidence for Romanian Family
Firms. The objective of the article is to produce and validate a statistical model for
guantifying the performance of family firms. Such aim will be achieved through
the analysis of a sample of 27 entities from the “family firms from Romania”
group. The statistical hypothesis underlying the specification of the model is one
according to which selected variables will distinguish the performing family firms
from the non-performing ones, regardless of ownership. The article addresses an
alternative possibility for assessing the financial performance of family businesses,
namely a model created by Carton, R. The complex indicator created by Carton, R,
is composed of performance factors such as asset growth, debt change and degree
change survival rate (Z-score change), calculated using the Statev coefficient, Z-
score. The indicators that were used are extracted from both the Entities’ Balance
Sheet and their Profit and Loss Account (on-line), while the modelling is carried
out through the Excel statistical modelling.

The authors specialists in mathematics, Jannatul FERDOUS and Haradhan
Kumar MOHAJAN, are trying to approach a new topic through their work
entitled: Maximum Profit Ensured for Industry Sustainability. This article tries to
calculate a maximum profit from sale items of an industry. The study has
considered three inputs, such as capital, labor, and raw materials and other inputs
for the mathematical analysis of the production procedures of the industry. In the
present competitive global economy policy, to survive strongly, there is no
alternate of sustainable economy. For the survival of an industry, profit
maximization policy is vital. To acquire maximum profit, the production unit of the
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industry must be run in an efficient way. In this study an attempt has been taken to
maximize the profit of an industry using Lagrange multiplier technique by applying
necessary and sufficient conditions.

The authors Betty Oluwayemisi ALI-MOMOH, Lateef Ayodeji ADISA,
David Olufemi IBIFUNMILOLA, Bosede Oluwaseun DEJI OYELEYE,
Gabriel Kehinde AGBEDE and Samuel Samson OJEME wrote their scientific
paper talking about: Standard Cost Effect on Performance of Selected Listed
Food and Beverage Companies in Nigeria, West Africa. The aim of this research
was to determine whether or not a change in standard cost will improve the
financial standing of a sample of Nigerian food and beverage manufacturers. This
goal was reached by analyzing the relationship between the price of raw materials,
the price of labor, and the price of manufacturing overhead on the bottom line of
Nigerian food and beverage firms. Five manufacturing firms were chosen at
random for the research. Nestle Plc, Cadbury Nig Plc, P.Z. Cussons Nig. Plc, and
Presco Nig. Plc are the food and beverage companies that were included in the
survey. In this case, we used secondary data that we had gathered over the previous
decade (2010-2020). Panel estimation methods (pooled OLS, fixed effect
estimation, and random effect) and a post estimation test were used to examine the
compiled data. The results showed that a firm's performance in the manufacturing
sector in Nigeria was significantly correlated with its manufacturing overhead
costs, but negatively correlated with its raw material costs, and positively
correlated with its labor costs. The research indicated that careful consideration of
raw material costs and the maintenance of effective standard costing across all
labor costs were necessary to obtain the desired results. Because of the significant
savings in time and money that may be achieved via the use of standard costing
principles and procedures, the research concludes that all food and beverage
businesses in Nigeria should do so.

Augustine Ejededawe OSHO and Ibukun Felix ADEWOLE wrote their
scientific paper entitled: International Transfer Pricing and Performance of
Supranational Companies in Nigeria West Africa. The study examined the
relationship between international transfer pricing and the performance of
supranational companies in Nigeria. The study used secondary data from the
Central Bank of Nigeria (CBN) Statistical Bulletin, the Federal Inland Revenue
Service (FIRS), the World Bank Statistical Bulletin, and annual reports and
accounts of the sampled multinational companies. The study used panel regression
analysis. The results of the study showed that interest rates and import duties have
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a significant and positive effect on the performance of supranational corporations
in Nigeria. The study further found that corporate income tax and exchange rate
have a significant and negative impact on the performance of supranational
corporations in Nigeria. Based on the results, the study concluded that international
transfer pricing has a significant impact on the performance of supranational
companies in Nigeria, particularly when international transfer pricing is measured
using interest rates, exchange rates, corporate income taxes and import duties;
while performance is measured by profit after tax. The study therefore
recommended that supranational companies should develop a system to defend
themselves against exchange rate and corporate taxes caused by unforeseen
exchange rate movements and double taxation.

The author Haradhan Kumar MOHAJAN wrote an interesting paper called:
Cost Minimization Analysis of a Running Firm with Economic Policy. In this
paper the Cobb-Douglas production function is operated in a firm for the analysis
of the cost minimization policies. In an economic world, gain of profit depends on
the efficient use of raw materials and use of various techniques of the cost
minimization. A firm’s main target is to make maximum profit. Scientific based
and efficient but minimum cost procedures will favor in this regard. To increase
local and global demands, a firm of course develop production sector. An attempt
has been taken in this study to minimize cost by considering four inputs, such as
capital, labor, raw material, and other inputs to form the economic model subject to
a production constraint within the budget.

Godwin Emmanuel OYEDOKUN wrote an interesting paper, too, who is
talking about the Determinants of Forensic Accounting Techniques and
Theories: An Empirical Investigation. This study sought and investigated the
determinants of forensic accounting techniques. The data analysed in this study
were gathered from both primary and secondary sources. The 120 respondents
were purposively selected, which includes forensic accountants, fraud auditors,
bankers, forensic investigators, finance enthusiasts, fraud investigators, and those
in academia. The data for this study were gathered electronically using an online
questionnaire through Google Form. The Google Form analysis was adopted.
Secondary data were the existing data, established by seasoned professionals and
academics. The data were presented through pie charts, bar chats, and descriptions.
The study shows that the nature of fraud under investigation which includes the
level of crime perpetrated, how much involved, stages, complexity, and who is
involved are the determinant of techniques to be applied to fraud examination.
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Also, other factors such as criminal evidence, the expertise and experience of the
examiner, organisational policies, and the risks involved determine what
techniques to be applied to forensic investigations. Data mining emerged as the
most appropriate technique for fraud investigation, however, the combination of
two or more techniques is advised for forensic accountants, forensic legal
practitioners, and all other similar parties. This study recommends the need for
stakeholders to engage, recruit, and employ the services of a forensic accountant to
review, strengthen, reappraise records and internal control systems on a routine
basis. Organizations should train employees on the dynamics and scope of financial
crimes, the legal environment, fraud prevention, and ethical issues.

The authors Clement Olatunji OLAOYE and Temitope Ayodele EKUNDAYO are
writting their paper talking about: Annual Accounting Information and Stock Price
Reactions: Evidence from Nigeria Deposit Money Banks in West Africa. This paper
examined the value relevance of accounting information and stock prices in Deposit Money
Banks in Nigeria. Specifically, it assessed the behaviour of share prices in relation to
accounting information in terms of earnings per share, book value per share, dividends per
share and return on assets. The study adopted the expo-facto research design and the study
elements covered all the 18 listed Deposit Money Banks; out of which, 10 Banks were
selected as the study participants and this was achieved through a random sampling
technique. The study covered 10 years, spanning from 2010-2019 and data were sourced
from the fact book of the Nigeria Stock Exchange (NSE) and audited annual financial
reports of the sampled banks. The estimation technique adopted in this study was panel
data analysis technique. This was carried out after descriptive statistics and Pearson
correlation. It was discovered that earnings per share, book value per share and dividends
per share exert a positive and significant effect on stock prices and that return on assets
exerts a positive and insignificant effect on stock prices. Based on the findings, it was
established that accounting information has a positive effect on stock prices. Thus, it was
recommended that timely and adequate accounting information should be made available
by the management of Deposit Money Banks in Nigeria to induce the interest of investors
and that investors are urged to pay more attention to earnings per share, book value per
share and dividend per share in their investment decisions.

The authors Andrei Alexandru BREBEANU and Elena GURGU are
approaching an interested subject, talking about: The Analysis of Sales
Management Strategies Within a Distribution Company of Building Materials
and Interior Furnishing Elements Headed in Romania. This paper aims to study
the sales in the field of construction materials and interior design, presenting in a
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case study, managerial aspects of the DedeRman SRL Company?, as well as the
factors that can influence the purchase decision. All these characteristics are
closely related to management strategies, so its societal branch is vital to better
anticipate buyers' wishes. Thus, the company DedeRman SRL has adopted as
values: seriousness, honesty, diligence, and values, that have guaranteed this
company the road to success. The theme of this project was chosen because of the
importance of management strategies aimed at construction materials, a vast field,
which is in continuous development, being at the same time a good field to exploit.

This work aims to achieve the following objectives:

» Knowing the distribution of projects monitored in 2021

* Identifying the evolution of the construction materials market both internally
and externally

» Knowing the types of customers

* Identifying the strengths and weaknesses of the DedeRman SRL company

* Recognition of some communication parameters that influence the company's
management.

The novelty of this topic is represented by the management analysis of the
DedeRman SRL company and the construction materials market in a pandemic
context.

The last paper of the present issue is written by Bianca CALOTA TOMA and
Elena GURGU, taking about: Quality Management in The Romanian
Pharmaceutical Field During the Covid-19 Pandemic. Health services are very
important, as in any economy, because the life of all mankind depends on them.
Bearing in mind that the pharmacist is the first and last filter in the medical system,
we believe that they have a decisive role in the COVID-19 pandemic. Pharmacists
must take extra measures to protect themselves, their families, and the community.
All patients can be considered as COVID-positive, but pharmacists will offer them
the same services and care as before. In the last 15 years, Romania has faced a
complex socio-demographic process.The decrease in the birth rate, the general
mortality rate and the emigration of the young population led both to the aging of
the working age population and to the decrease of the total population of the
country. All this aspect led to the reduction of the population size and required a
rethinking of the health services system of social protection, in view of prolonging

2 For data and information security reasons, the real name of the company will not be
disclosed. Thank you for understanding.
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the active life of the population both from the point of view of the quality of the
services offered and of the infrastructural facilities. The consumption of services
represents an indicator of the quality of life, which we want to discuss in this
article.

We hope that our journal issue caught your attention and made you read it. Also, we
strongly believe that all the articles are interesting and deserve to be appropriated by
those who are interested in understanding the specific issues of the global economy.

If you’ve liked our articles, please visit our website at http://anale-
economie.spiruharet.ro/. If you want to write an article in our journal, we invite
you to expose your ideas in new studies published by us.

Finally, hoping that you found interesting Issue no. 3/2022, | strongly invite you
to address your comments and suggestions at ashues@spiruharet.ro and, of course,
to submit your own paper via online submission system, using the following link:
http://anale.spiruharet.ro/index.php/economics/login.

Research is the breath of the future. Let's shape the world together!

Associate Professor Elena GURGU, Ph.D. in Economics
ASHUES Deputy Chief Editor

e
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Abstract

Based on the need to recover various wastes such as waste from
wastewater treatment plants, it is proposed to use sludge in the manufacture of
various building materials as bricks. So far, bricks made of different materials
and combinations of classical materials as burnt clay, cement, sand, but also
of other unconventional materials, most of them coming from different wastes,
are used in construction. To use the sludge for bricks fabrication, it is
necessary to inert it and to obtain a moisture content below 80%. Also, the
physico-chemical and ecological parameters must be suitable for sludge
utilization and their values must be situated within the limits imposed by
legislation. So, the sludge is centrifuged in order to reduce the moisture
content from (90-95)% to a maximum of 80%, treated, then the sludge batches
are characterized and finally the sludge is recovered by inert cement.

Key words: bricks, sludge, construction, waste, wastewater treatment

JEL Classification: Q25

Introduction

The wastewater treatment process produces sludge with a variable physico-
chemical composition, depending on the composition of the treated wastewater and
the nature of the chemicals used for treatment. This treated sludge can be used in
the manufacture of bricks together with other component materials. Sludge must be
classified according to its physico-chemical characteristics and according to the
environmental legislation in force (in Romania: Law 211/2011, Regulation
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1272/2008, HG 856/2002) in hazardous, non-hazardous or inert waste classes.
According to this classification, the waste is transported, inertised and deposited in
specialised landfills per waste class. The costs of transport, inerting and storage are
high and have a final effect on the total wastewater treatment costs. By using
sludge in the construction materials, wastewater treatment plants considerably
reduce their operating costs.

The idea of the authors resulted from an existing need on the Romanian market
(and not only), where there is an urgent need for sludge treatment solutions, storage
or/and reuse and due to the restrictions imposed by the environmental legislation
regarding the way of construction, operation and waste management. [Korhonen et
al., 2018]

The current worldwide trend is to move in the direction of addressing the
problem of waste from wastewater treatment plants towards reuse or recovery in
agriculture (as N, P, K, Mg, Ca supplement) or use as a holding material for oil
products, after composting, followed by briquetting (determination of heat
capacity). Based on the need to recover the sludge from the industrial wastewater
treatment plant, the authors aim to transform it into an inert waste (by including it
in a matrix that does not allow the leaching of chemical elements) and use it in the
production of building materials: bricks and mortar for plaster. The process has
been patented, and the novelty is the sludge from industrial wastewater treatment
utilization in combination with cement to produce construction materials.

According to Eurostat data, the sludge generated by the WWTPs has increased
in Romania, both in volume and in kg per capita, so that the sludge per inhabitant
evolved from 3.84 kg of sludge / capita in 2008 to 12.69 kg / capita in 2018,
Romania registered the highest growth of 19 of the EU28 states in 2018 (only these
have reported statistical data). The treatment processes of wastewater generate the
sludge which negatively impacts the health and the economy.

Referring to the quantities of sludge generated by the wastewater treatment
plants in Romania (Fig. 1), but also those at European or world level, they have an
increasing tendency, mainly caused by the population growth.
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Figure no. 1. Evolution of the amount of the sludge generated by the wastewater

treatment plants in Romania

In respect of the waste management, there are known, numerous processes
of use / storage / disposal of the sludge from wastewater treatment plants, presented
in Table 1. As can be seen each process has both advantages and disadvantages.
The process of obtaining bricks from sludge does not present any disadvantage and
makes this a viable solution both from economic point of view and from
environmental protection point of view.

Table no. 1. Options available for the use and disposal of sludge, and their practical
benefits and constraints

e Reclamation
o Silviculture

e Forestry

e Amenity

e Horticulture

o Nutrients

¢ Organic matter
elLow  cost/low
technology

Options | Benefits | Constraints
Sludge use options — land based
e Agriculture e Policy e Voluntary

e Vulnerable

e Variable demand
o Quality

e Impacts

e Competition

Sludge use options — fuel based

e Incineration

¢ Supplementary
fuel for power and
processes

e Gasification

e “Green” energy
e Transport costs
(if on site)

¢ Continuous
process

e Public perception
e Planning controls
o Costs

e Emissions

o Ash disposal
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Options | Benefits | Constraints
Sludge disposal options — land based
e Landfill e Low cost e Gas emissions
- Mono e Low technology | e Leachate
- Co-disposal e Fill and forget e Legacy
e Enhanced CH4 | e Resource loss
recovery e Void loss
Sludge disposal options — water based
o Surface waters e Low cost o Contaminants
e Low technology | e Nutrients
e Biological e Perception
productivity
e CO2 fixation

Although sludges represent only 2% of the total wastewater, the costs related to
sludge management vary between (20-60)% from the total operating costs of the
treatment plant (Foladori et al., 2010). Considering these figures, even though there
are many recipes for making bricks from the market, research in the field must
continue to reduce pollution and reduce resource depletion, problems that
contribute to the intensification of climate change.

Literature Review

One of the most important problems facing society today is the large amount of
waste generated by agriculture, industry and constructions in the context of
accelerated consumption, until depletion of natural resources. Thus, at a worldwide
level, there are intense concerns for managing waste in an environmentally sound
manner and making use of the secondary materials they contain. In the scientific
literature are mentioned studies regarding the utilization of agricultural waste such
as coconut shell [Sujatha & Balakrishnan, 2021; Hamada et al., 2020], rice bark
[Ketov et al., 2021; Jittin et al., 2020], peanut husk [Zafiga-Torres et al., 2021;
Maraveas, 2020], spent coffee ground [Saberian et al., 2021; Lachheb et al., 2019],
olives pomace [Lopez-Garcia et al., 2021; El Boukili et al., 2021; José & Castro,
2018], grain straw [Calatan et al., 2020; Olacia et al., 2020; Xing et al., 2018],
hemp [Novakova., 2018], foam from vines [Taurino et al., 2019], berries sugar
cane [Ricciardi et al., 2020; Daheriya & Singh, 2018], waste from industrial sludge
[Gomez et al., 2019; Daheriya & Singh, 2018], fiber waste glass [Munir et al.,
2021; Xin et al., 2021] and even the reuse of waste to make a similar product
(expensive clay mites) [Huarachi et al., 2020] in different combinations and
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proportions. Attempts have also been made to obtain bricks products from plant
fibers (chopped stems, seed husks, sawdust) clay, construction waste, industrial
waste [Priyadarshini et al., 2021; Ganesh et al., 2020; Daheriya & Singh, 2018].

Theoretical Background

The preparation of the sludge sample from the characteristics of the treated
wastewater to the dewatering process, has a dual purpose: relevance and success of
the experiment, i.e. access to a positive result with respect to the initial objective.
[Gomes et al., 2019]

Each step of the process will be influenced by the previous ones, the links
between initial conditions and results are affected by a complexity of factors.

Stages of the sludge recovery and inerting process:

a) obtaining sludge by wastewater treatment;

b) dewatering of sludge by filtration on bag filters and/or centrifugation on a

laboratory centrifuge;
c¢) sludge recovery by cement inerting.

Structure of the production process of sludge bricks from wastewater

treatment plants

a) Obtaining sludge from wastewater treatment.

e Sampling Plan elaboration which takes into account the sampling objectives.
The objective of sludge sampling is to provide representative samples for the
sludge batch for which the experimental tests are being carried out. The aim
is to obtain representative and valid (real) samples for the full
characterisation of the constituent/constituents of the environmental
component under examination. This means that the samples must be
collected and preserved (kept under specific preservation conditions - by
refrigeration or chemical treatment) so that the quality indicators measured
in the sample itself have the same value as the entire composition of the
generated sludge.

e Analyses required for the sampled samples. Physico-chemical analyses (pH,
total organic carbon, dissolved organic carbon, moisture, organic substances,
inorganic substances, chlorides, sulphates, fluorides, phenol index, total
dissolved substances, metals - arsenic, cadmium, copper, total chromium,
molybdenum, nickel, lead, zinc, mercury) will be carried out. Characteristics
of the technological process from which the sludge to be tested originates:
the technological process from which the sludge to be tested originates is a
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physico-chemical process for the treatment of technological wastewater. The
physico-chemical characteristics of these waters may vary. These
characteristics will be mentioned for each experimental test performed.
Depending on these characteristics, the dose of coagulant added (10%
aluminium sulphate solution) will also vary.

e Sampling methodology. Sampling involves the collection of samples from
different points of the charge under investigation. According to the working
procedure of these standards, for a maximum quantity of 2 tons of sludge, 10
samples of 200 grams are taken, constituting a homogeneous sample of 2 kg.
Ten such 2 kg samples were taken. These were then homogenised and the
sample was formed for the experiments to be carried out. Samples are taken
in plastic or borosilicate glass containers of 2000 ml volume, washed and
kept in 5% (v/v) nitric acid solution for 24 hours and rinsed 2-3 times with
distilled water, then filled and acid added for preservation); finally, they are
sealed. Transport and preservation of the sample is carried out at (2 — 5)°C
and under safe conditions to avoid damage or destruction of the container
and contamination or loss of the sample.

e Sampling Frequency. Sampling is done at each sludge discharge from the
treatment plant, generally weekly, in order to test each charge of sludge
generated by the wastewater treatment process.

e [Location and sampling points. The sampling location is at the discharge
from the secondary clarifier.

e Sample coding. Sample coding must be clear, representative of the sample
taken.

b) Sludge dewatering. Sludge dewatering is carried out by filtration on bag
filters and/or centrifugation on a laboratory centrifuge. This aims to obtain a sludge
with a moisture content of less than 80%, according to the requirements of the
proposed patent technology.

¢) Sludge recovery by cement inerting in order to obtain bricks. The centrifuged
sludge is mixed in the ratio of: 45% cement + 55% sludge. The mixture is
homogenised for 15 minutes until a homogeneous paste is obtained and poured into
metal or wooden moulds. Leave to dry for 24 hours, then removed from the moulds
and leave in the open air for 3-4 days to allow the lime in the sludge to come into
contact with the CO; in the air, which helps increase strength.
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Experimental tests of the process of obtaining bricks

Centrifuged sludge is mixed in the ratio of: 45% cement + 55% sludge. The
mixture is homogenised for 15 minutes until a homogeneous paste is obtained and
poured into metal or wooden moulds. Leave to dry for 24 hours, then remove from
the moulds and leave in the open air for 3-4 days to allow the lime in the sludge to
come into contact with the CO2 in the air, which helps increase strength.

Only 3 of the experimental results are shown in Table 2.

Table no. 2. Experimental tests

Experiment | Sludge sample | Final product Sludge Experiment
code code sampling date date
2. 08. N8 2.08 04.05.2020 04.05.2020
2. 09. N8 2.09 04.05.2020 04.05.2020
2. 10. N8 2.10 04.05.2020 04.05.2020
During the test period, wastewater with varying physico-chemical

characteristics was treated in the treatment plant (Table 3).

Table no. 3. Physico-chemical characteristics of waste water from which raw sludge
for experiments is obtained

Parameter MU Values
pH Unit. pH 8,75-8,89
Suspended solids mg/L 510,8- 625,0
Biochemical Oxygen mg O,/L 342,91-36,22
Consumption
Chemical Oxygen mg O,/L 672,18-685,04
Consumption
Detergents mg/L 3,01-3,32
Total Phosphorus mg/L 2,61-2,87
Sulphates mg/L 376,78-396,37
Ammonium mg/L 2,62-2,86
Extractable substances mg/L 30-30,9

I. Aluminium sulphate: 0.5 g/l wastewater.
Sludge sampling from treatment plant. According to the working procedure for
a maximum quantity of 2 tons of sludge, 10 samples of 200 grams each were taken
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to form a homogeneous sample of 2 kg, then all the indications mentioned in the
Methodology chapter were followed. The constituted sludge sample was coded and
sampled into 3 subsamples for the experimental tests that were carried out. The part
of the sludge sample separated for physico-chemical determinations was preserved
in jar glass (Fig. 2) and taken from the raw sludge (Fig. 3). The final product is
shown in Fig. 4.

Figure no. 2. Preserved sludge sample for physico-chemical analysis sample code N8

R

Figure no. 4. Final brick product sample code 2.08
41
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Description of the sludge sample, after wastewater treatment:

- Semi-liquid, dark blue appearance with grey iridescence.

- Sludge moisture before filtration and centrifugation: 97.05%.

- Sludge moisture after filtering on bag filter and centrifugation: 64.99%.

- Quantity of sludge used to obtain final product, brick: 2.75 kg.

- Quantity of cement used to obtain final product, brick: 2,25 kg.

Working method for the preparation of the final brick product:

The raw water sample is treated with aluminium sulphate, dose 0,5 gr/L, for
precipitation and coagulation of organic and inorganic substances. The resulting
sludge after settling for 24 h is filtered on filter bags and centrifuged on laboratory
centrifuge. The dewatered sludge is mixed in the ratio of: 45% cement + 55%
sludge. The mixture is homogenised for 15 minutes until a homogeneous paste is
obtained and poured into metal or wooden moulds. Leave to dry for 24 hours, then
remove from the moulds and leave in the open air for 3-4 days to allow the sludge
cousin to come into contact with the CO, in the air, which helps increase strength.

Conclusion

Efficient and quality wastewater management ensures that sludge of appropriate
quality is obtained for management and recovery according to the proposed
technology (inertness and end product: bricks and plaster). The new technology for
obtaining bricks, dealt with in this article, is a technology for depollution and
recovery of waste, eliminating the potential impact on environmental factors
(water, air, soil). Wastewater treatment plants that implement such sludge recovery
technologies can minimise their operating costs (transport, storage and waste
disposal), and even more so, they can obtain additional income from the sale of the
bricks.

Acknowledgement: This article has been developed as a result of funding from
the research project PNCDI III - PED project code no. PN-III-P2-2.1-PED-2021-
3175, contract no. 727/30.06.2022, entitled "Use of renewable bioresources from
agriculture and wastewater treatment plants in construction", a project supported by
UEFISCDI under the PNCDI III programme.
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Abstract

The purpose of the paper is to rank all 27 countries of the European Union
(EU) according to selected indicators of innovation potential. In a high-tech
society, the main factor of economic development are activities related to
research and development (R&D). The author singled out five relevant
indicators from the Eurostat database in the assessment of the conditions for
innovation development in the EU using the MOORA (Multi-Objective
Optimization on the basis of Ratio Analysis) method. Based on the conducted
multi-criteria analysis, the author concludes that Germany, Sweden, France
and the Netherlands have the best innovation performance, so that these
countries are the closest to achieving the goals of a highly competitive
economy and sustainable economic development. On the other hand, Romania,
Cyprus, Slovakia and Croatia show the weakest innovation potential, followed
by other newer EU members.
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Introduction

Sustainable development is a multidisciplinary concept. It includes 17 goals,
among which is Goal 9 - Industry, innovation and infrastructure [United Nations
Development Programme, 2022]. The importance of this goal is also recognized by
the European Union (EU), so the 2030 Agenda especially emphasizes innovations
with the aim of reaching a high level of sustainable development within this
integration of countries [Denoncourt, 2020]. Encouraging innovation and
competitiveness in the area of the EU are listed as important goals within the
framework of the Lisbon Strategy.

Innovative activities that are primarily aimed at researching long-term solutions
for sustainable socio-economic development are particularly in the focus of policy
makers. In order to achieve the principles of the concept of clean economy and
sustainable development, environmental protection is extremely important.
Greening the economy is at the top of the EU's priorities, so innovation and
research and development (R&D) activities are often moderated towards
environmental sustainability. This will enable industrialization in a sustainable
way.

R&D are activities that improve knowledge and enable the use of that
knowledge to create new products and services. Without scientific research, it is
not possible to realize development based on knowledge and innovation. Countries
that are leaders in innovation were the first to recognize the importance of
innovative activities for economic development.

The paper aims to measure the innovation potential of EU countries according
to the level of innovation performance. The Eurostat database and selected
indicators were used as a data source: 1) Gross domestic expenditure on R&D, 2)
R&D personnel, 3) Tertiary educational attainment, 4) High-speed internet
coverage, and 5) Patent applications to the European Patent Office. The values of
these indicators are from the last available year in the Eurostat database. The
MOORA (Multi-Objective Optimization on the basis of Ratio Analysis) method
was applied as a multi-criteria analysis method, while the equal weighting
approach was used to determine the weighting coefficients that reflect the relative
importance of the indicators.

The study is important for two reasons. First, based on the calculated innovation
potential, a comparison will be made of the success of EU countries in achieving
sustainable and smart development. On the other hand, poorly positioned countries
can, from the experience of high-ranking countries, implement similar programs to
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promote education, the importance of innovation and R&D. As a rule, European
economies that invest insufficiently in infrastructure and the scientific research
sector lag behind economic development.

The paper consists of several sections. The first section is dedicated to the
importance of selected indicators for building innovation potential and sustainable
development. Then, the applied methodology is described in detail. The final
section summarizes and discusses the results. The concluding remarks provide an
overview of the most important research results, their implications and suggestions
for future research.

Literature Review and Theoretical Background

Innovations are the basis of competitiveness of every economy and a factor of
economic development [Kaynak et al., 2017]. Herman [2018] points out that a
strong connection between innovation, competitiveness and entrepreneurship is
needed in order to achieve sustainable and inclusive development. Innovations play
a significant role in changing the economic structure and dynamics of investments.
In this way, they can solve the problem of high import dependence and insufficient
exports. That is why economic policy makers implement support measures to
increase the interest of individuals in innovation, as well as increase the number of
scientists in scientific institutions. The globalization process and the development
of information and communication technology have contributed to the
development of innovations.

Higher allocations for R&D enable sustainable growth and development
through increased productivity, efficiency and new employment. If innovation is
directed towards the development of environmentally clean technologies and
increased safety and security at work, R&D can play a decisive role in
environmental protection and the achievement of social sustainability and
sustainable industrialization.

Many studies deal with the role and importance of innovation in the economy.
The authors study the innovation potential of the economy, especially at the EU
level, and use mostly similar indicators. Thus Baescu et al. [2015], in addition to
indicators related to R&D activities and education of the population, also use the
level of economic development and exports of countries. However, they argue that
R&D expenditures do not have a positive effect on increasing the number of patent
applications, unlike the number of employees in the R&D sector.
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According to the global composite index - European innovation scoreboard
[European innovation scoreboard, 2021], Sweden, Finland, Denmark and Belgium
have the best innovation performance in the EU. In addition, the EU as an
economic integration has a lower innovation performance compared to South
Korea, Canada, Australia, the United States and Japan. That is why the EU must
encourage innovation through various strategies and programs, primarily in lower-
ranked countries.

The aim of this paper is to quantify such a complex problem with an appropriate
multi-criteria decision-making method. It is an aggregate method that transforms
various variables into a unique composite index on the basis of which the achieved
level of development is assessed. Recently, the role of composite indicators in the
evaluation of innovation potential and performance has increased [Paas &
Poltimée, 2010]. They are significant not only for understanding the position of an
individual economy, but also for international comparisons. There is also a wide
range of innovation indicators that can be included when aggregating data, as well
as many methods of multi-criteria analysis.

As human capital is the main factor in the creation of innovations [Hollanders &
Arundel, 2007], the following indicators were used in the research: R&D personnel
and Tertiary educational attainment. Human capital creates and uses innovation.
Consequently, it is important that as many people as possible successfully complete
tertiary education, and that some of them carry out R&D activities. Creative and
smart industry is based mainly on quality human resources. That is why the EU
aims to reach the target of 45% of the population aged 25 to 34 with a tertiary
degree by 2030 [SDG 9 - Industry, innovation and infrastructure, 2022]. This goal
has been achieved by 11 EU countries so far. According to Eurostat data,
Luxembourg is the most successful in this, while Romania is at the back.

Another significant indicator of the innovation potential of the economy is the
number of patent applications. The most common representation of a country's
innovation potential is the number of patents and investments in R&D [Paas &
Poltiméde, 2010]. Their realization is of key importance for smart and sustainable
development at the EU level in the future [Roszko-Wojtowicz & Bialek, 2016], and
especially for generating knowledge and creating patents [Janji¢ et al., 2021].

All EU countries aim to increase the speed of communication, because it affects
the speed of transactions, greater availability of services and faster business in all
sectors: agriculture, industry, service sector. Digitization of the economy and
information and communication technologies enables its accelerated economic
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development, and provides the population sector with better access to health care
and educational services Malta is the only country with 100% high-speed internet
coverage in the EU [Eurostat, 2022].

Based on the researched literature and the availability of data in the Eurostat
database, the author chose five key indicators that best represent the conditions for
innovation development. They refer to financial allocations for R&D, human
capital, adequate infrastructure and the number of registered patents. Table 1
highlights the analyzed indicators and provides a brief explanation for each of
them.

Table no. 1. Description of innovation indicators

Indicator Interpretation

Gross domestic expenditure | This indicator describes the share of gross domestic

on R&D (in %; 2020) product that is directed to R&D.

R&D personnel (in %; This indicator represents the share of R&D personnel in

2020) the total labour force in the country.

Tertiary educational The indicator shows the share of the population who

attainment (in %; 2021) completed tertiary studies in the age group of 25 to 34
years.

High-speed internet The indicator aims to show how many households (in %)

coverage (in %; 2021) have the possibility to use a fixed network of very high
capacity.

Patent applications to the This absolute indicator measures the number of

European Patent Office applications for patent protection by applicants'/inventors'

(2021) country of residence.

Source: Eurostat, 2022.

Methodology

The MOORA method is a newer, widely used multi-criteria decision-making
method [Marjanovi¢ et al., 2019]. The goal is to obtain composite index values that
will reduce multidimensional issues such as this to a single measure. The value
obtained by applying this method will indicate the degree of innovation potential,
with higher values indicating higher success in creating conditions for the
development of innovation and high-tech industry. On the other hand, an equal
weighting approach was used as a method for determining the weight coefficients,
where each criterion/indicator will have equal relative importance in the
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construction of the composite index. In this way, subjectivity is avoided in
determining the importance of indicators.

Application of the MOORA method requires compliance with the following
steps [Brauers & Zavadskas, 2006; Gadakh et al., 2013; Madi¢ et al., 2015;
Marjanovi¢ et al., 2019]:

Step 1. Formation of a normalized decision matrix:

x.:j
"
.%'.:;,-— b 2
[
o=
where:
i=1,2, ..., m (number of indicators); and j = 1, 2, ..., n (number of
alternatives).

Step 2. In this step, the sum of the values for the cost indicators is subtracted
from the sum of the values for the revenue indicators:

g i
Fip = ZWJ-”"-:?_:‘ z W}
=1 F=gtl

where:
i=1,2, ..., g (the indicators to be maximized); and i = g+1, g+2, ..., n (the
indicators to be minimized), w; - the weight coefficients.

Step 3. Ranking of the alternatives according to the decreasing values of the
composite index.

Results and Discussion

The practical part of the research begins with descriptive statistics. Table 2
summarizes the minimum, maximum and mean values of the indicator for the 27
EU countries, as well as the size of the standard deviation. EU countries show the
biggest differences in performance related to Patent applications to the European
Patent Office.
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Table no. 2. Descriptive statistics of indicators
Minimum | Maximum Mean S.t d'.
Deviation

Gross domestic expenditure on 0,47 3,53 178 0.92
R&D (Romania) (Sweden) ’ ’
R&D personnel 0,41 2,12

(Romania) (Denmark) 1,32 0,50
Tertiary educational attainment 24,90 60,60 4338 9.18

(Romania) | (Luxembourg) ’ ’
High-speed internet coverage 10,20 100,00

(Greece) (Malta) 65,14 23,50

Patent applications to the 22 25.969
[European Patent Office (Latvia) (Germany) 2.507,89 3-320,66

Source: Author’s calculation.

Sweden is the leader in R&D expenditures with 3.53% of the gross domestic
product. The EU has predicted that allocations for these purposes will be over 3%
by 2030 [Maier, 2018]. Looking at individual countries, in addition to Sweden,
only three other EU countries reached that target: Belgium, Germany and
Denmark. [Eurostat, 2022]. Romania shows the lowest values of indicators related
to Gross domestic expenditure on R&D, R&D personnel and Tertiary educational
attainment.

Table 3 shows the calculated weight coefficients that participate in determining
the final value of the composite index. The author chose the approach of equal
weighting, since each of the criteria has equal relative importance for assessing the
position of countries according to the conditions for the development of
innovations.

Table no. 3. Weighting coefficients obtained by the equal weighting method

Indicator Weights
Gross domestic expenditure on R&D 0,20
R&D personnel 0,20
Tertiary educational attainment 0,20
High-speed internet coverage 0,20
Patent applications to the European Patent Office 0,20

Source: Author’s calculation.
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Table 4 provides an overview of the ranking of European countries according to
the value of the obtained composite index. The most successful countries in
creating the conditions for innovation development are Germany, Sweden, France,
the Netherlands and Denmark. These are countries that are at the very top in terms
of the intensity of R&D at the EU level. In addition, Germany and France have the
highest number of patent applications. On the other hand, at the bottom of the list
are Romania, Cyprus, Slovakia and Croatia. These are newer EU member states.
All countries below Slovenia in the table have a composite index value below the
EU average of 0.1611. Romania is in the worst position, so it must be in the focus
of EU economic policy makers in the area of innovation in the coming period.

Table no. 4. Composite index of innovation performance of EU countries

(MOORA method)

Country Score Rank Country Score Rank
Germany 0,3436 1 Lithuania 0,1367 15
Sweden 0,2381 2 Estonia 0,1359 16
France 0,2316 3 Poland 0,1321 17
Netherlands 0,2308 4 Czechia 0,1293 18
Denmark 0,2272 5 Malta 0,1223 19
Belgium 0,2195 6 Latvia 0,1206 20
Finland 0,2016 7 Hungary 0,1201 21
Austria 0,1851 8 Bulgaria 0,1096 22
Luxembourg 0,1802 9 Greece 0,1094 23
Ireland 0,1658 10 Croatia 0,1060 24
Slovenia 0,1612 11 Slovakia 0,1019 25
Spain 0,1606 12 Cyprus 0,0946 26
Portugal 0,1548 13 Romania 0,0844 27
Italia 0,1459 14

Source: Author’s calculation.

Conclusion

Germany is by far the most successful country when it comes to innovation
performance. Sweden is in second place in terms of innovation potential in the EU.
The key factors of the high position are high investments in the R&D sector
(Sweden), as well as a large number of patent applications to the European Office
(Germany). The experience and practice of Germany and Sweden can be of
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importance to other countries that want to improve their innovation potential.
However, the author believes that highly developed countries have significantly
greater opportunities for convergence due to significant investments in education
and R&D. Therefore, in addition to structural reforms, additional funds must often
be provided for the development of innovations in less developed countries. The
author concludes that the countries of Western and Northern Europe have the best
innovation potential. On the other hand, Romania and Cyprus record the lowest
values of the composite index of innovation according to the results of the applied
method.

The EU members who joined the EU at the latest must implement structural
reforms in order to improve innovation capacity because they have shown the
worst results. In doing so, science and technology must play a major role. Despite
the many socio-economic challenges they face, adopting strategies to support
innovation can help achieve economic growth in the long term. The benchmark can
be high-ranking European countries, whose practice can serve them for
convergence in the future. The results of this paper show a similar ranking as
shown by previous studies that measured the innovation potential and performance
of EU countries.

Future research can include more variables in the evaluation of the innovation
potential of EU countries. Also, the analysis may include candidate countries for
EU membership after the data are available in the Eurostat database. In addition,
authors can use other methods of multi-criteria decision-making such as TOPSIS,
PROMETHEE, Gray Relational Analysis, etc.
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Abstract

Capitalism, as it is known is based on the concepts of competition, profit
motive, private enterprises (self-interest) and scientific management. These key
catalysts set the motion for capitalist expansion, exploration and exploitation.
One notable area where capitalism has naturally done exceptionally well
based on its characteristics, is within the domain of scientific management,
which has spurred technological innovations as well as triggered techno-
globalisation. In spite of several warning signs of the impact of techno-
globalisation on the sustainability of labour, the world advanced into the 4th
Industrial Revolutions, which is also driven by highly sophisticated
technological advancements. The 4th IR has unique features, namely,
smartphone takeover almost every aspect of business activity; knowledge
generation is made possible through big data; robotics may likely replace
many human routine activities in the workplace. The new trend will certainly
lead to massive job losses as well as create new ones within the industry,
which could have detriment effects for labour sustainability. However, some
mechanisms have been postulated in this treatise to improve the status quo.
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Introduction

Capitalism as it is known is based on the concepts of competition, profit motive,
private enterprises (self-interest) and scientific management. These key catalysts
set the motion for capitalist expansion, exploration and exploitation. One notable
area where capitalism has naturally done exceptionally well based on its
characteristics, is within the domain of scientific management, namely
technological innovation, which finally resulted in the triumph of capitalism as the
reigning orthodoxy over other economic patterns, namely socialism and
communism, which culminated in what is commonly known today as global
capitalism or capitalist globalisation. Thus, experts seem to have universally agreed
that capitalist globalisation is an inescapable product of innovations in technology
(Went, 2000). In order words, it would have been difficult for globalisation to
materialise without great technological innovations within the domains of
communication, data processing as well as transportation (Scholte, 2000).
Certainly, innovation in technology has boosted communication and at the same
time, reduced transportation cost (Gomory and Baumol, 2004). For instance,
Legrain (2002) noted that the cost of sea freight drastically came down from 1920
onward, and that of air flight came down from 1930 onward and a major part of the
importation and exportation in and out of the USA is through aeroplane, in recent
times. In that regard, Scholte (2000, also cited in Ukpere, 2010) noted that
technology has, indeed spurred globalisation and vice versa.

Indeed, innovations in technology has boosted communication, finance,
production and marketing across the globe. New technological innovations in the
putative globalist era encompasses e-mails, voice mail, videophones, video
conferencing, and etcetera. The advent of broadband technologies, in the form of
Integrated Service Digital Network (ISDN) as well as the exceptionally high-
velocity Asynchronous Transfer Mode (ATM) invented in 1980s, have enabled
fibre-optic cables to carry sound recordings, graphic material, motion pictures, text
and massive bulk of digitised data with voice (Scholte, 2000). Processing of data
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through digital machine is indeed an additional key domain where innovation in
technology has supported global organisations in their day-to-day activities. Global
financial organisations for instance, have greatly depended on far-reaching
automated management information systems. Advancement in technological
innovations has boosted banking operations across the globe as funds can easily be
transferred from any branch or bank to the other by simply pressing a computer
keyboard. Hence, a key aspect of globalisation, is technological advancements and
innovations, which has boosted major economic activities.

Indeed, innovations in technology have played a key role in advancing modern
organisation in the era of globalisation. For instance, the velocity of digital
processing has rapidly increased, while the internet has significantly impacted the
world as never before imagined (Petersen, et al., 2001). Therefore, technological
innovations appear to have put everyone and everything on a fast gear (Went
(2000). Indeed, technological changes have great impact on companies’ demand
for labour. As a matter of fact, new technologies have accelerated the pace of
globalisation, while at the same time global competition arising from globalisation
has stimulated advancement in technological innovations, which has spread across
nations through foreign direct investment (FDI) (Intriligator, 2003; Gomory and
Baumol, 2004). A majority of organisations utilise modern technologies for cost
effectiveness in the domain of production and service delivery.

In recent times spoken words, faxes and computerised data can now reach the
nook and cranny of the globe in a twinkle of an eye. Globalisation can therefore be
synonymous with techno-globalisation. Schuch (2007) perceives techno-
globalisation as a world-wide pervasion in the creation of technological knowledge
and the use of innovations that has technological contents. In fact, techno-
globalisation has supported social interaction as well as organisational meeting and
transactions across the globe. However, rapid innovations in technology may as
well come in the way of labour sustainability as constant plant retooling could
result in short-term downsizings, and changes in the kind of skills required by
workers in the workplace, render them redundant, thereby pushing them in most
cases into long-term joblessness.

Problem Statement

There is a growing concern that in few years to come, human labour as it is
known may vanish from the production chain due to the incursion of high-powered
technological innovations in the age of the 4th IR.
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Research Objectives

The paper explores techno-globalization and labour sustainability in an era 4th
Industrial Revolution by giving a deep context to both historical and current
pertinent literatures and issues on the subject matter.

Research approach

The times constraints with which the paper was developed made it a conceptual
paper that relied majorly on secondary data. It considers techno-globalization from
an emic perspective. The paper also entails thick theory building, reviewing of
pertinent literature from a historical context and the utilisation of natural scientific
approach in analysing divergent perspectives related to the subject matter.

Theory building and thick review of pertinent literatures

The key doctrines of global capitalism, include private enterprise (self-interest),
competition, profit motive and Scientific Management. The above doctrines of
global capitalism will be illuminated one after another to reinforce discourse on the
research focus.

The doctrine of private enterprise (self-interest)

Global capitalism, similar to original capitalism strongly belief in private
enterprises (self-interest), with regards to the ownership production and service
outlets. In other words, every living soul is responsible to take good care of
him/herself, particularly in making rational or irrational financial decisions. Hence,
it is the responsibility of every individual to put in hard efforts as well as utilise all
available resources towards an economic end, namely profitability (Leatt, et al,
1986; Ukpere, 2010). As a matter of fact, people are born different, as such,
society should comprise of different individuals chasing their own respective self-
interest based on economic freedom without being constrained by anybody
(Hooker, 2004). This doctrine presupposes that self-interest is the oil of good
relationships (Hilfiker, 1998). Thus, it was argued that the wealth of a nation
depends on all individuals chasing their self-interested goals (Donaldson and
Pollin, 1978). That is, individual in an effort to better themselves end up bettering
the nation at large. Adam smith was of the view that individually, people do not
plan to advance the interest of the public or understand the level to which they are
advancing it. He believed that individual interest is also in the interest of the nation.
In his view, an individual is naturally prompted by an invisible hand to advance a
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course, which was not part of the individual’s original plan. Thus, by chasing his
personal goals he/she in many instances advance societal goals more effectively
than when he deliberately plans to do so (Smith (Wealth of Nation), 1776,
Heilbroner, 2002).

In similar vein, Klein (2003) was of the view that the invisible hand works in
tandem with the natural law nature, which directs people with self-interest in a way
that brings benefit to society. In that sense, the profit an individual receives from an
economic endeavour is in most cases proportional to the productivity of his
resources, in terms of skill and technology with which he/she can turn raw
materials into finished goods. In that vein, Smith (Wealth of Nation), 1776,
mentioned in Klein, 2003) noted that, it is not from the kindness of the brewer, the
butcher, or the baker that people hope to get their dinner, but through the interest in
their personal ventures. Put differently, the ‘invisible hand’ explains the fact that
producers manufacture products to earn surplus income also known as profit
motive.

The doctrine of profit motive

The capitalist global economy is totally based on profit motive. On the basis of
this notion, profit is considered supreme and, how the earning of such profit affect
goods and services as well as human beings as employees in the process of earning
such abnormal profit, matters little to the executives of organisations. In other
words, the key perimeter for gaging efficiency since the dawn of globalisation, is
the total profit that an organisation can earn after deducting expenditures. Under
the current dispensation, profit is pursued with reckless abandon (Martin and
Schumann, 1997) and, most often than not, the welfare of human beings is forfeited
for the sake of profit. For instance, the massive job destruction and poor working
conditions of workers in recent times both in the rich and poor countries, could be
linked to most organisations’ tendency toward making extraordinary profits (Bloch,
1998). According to Martin & Schumann (1997), while corporate profits are
increasing in recent times in double digit jumps, salaries and wages of employees
continue to go down. Indeed, the chase for profit maximisation could be
responsible for the myriad of inferior products and services in the market nowadays
(Hooker, 2004). The craze for profit could even prompt some corporations to
sacrifice human health simply to earn profit within the global economic setting. For
instance, the pollution and effluent by some of the big global corporations have not
been addressed till today owing to the supremacy of profit motive (Scholte, 2000).
Other instances where the health of humans seem to have been ignored for the sake
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of profit, was the contention and rancour that unfolded between pharmaceutical
corporations for the supply of drug that could save lives, such as ARVs for people
living with HIV/AIDS. Indeed, it was palpable that power struggle involved in the
tussle boils down to their craze for profit maximisation (Sklair, 2002). Hence,
capitalist globalisation seems to have triggered a global economy where anything
can be put aside to earn profit to remain competitive.

The doctrine of competition

The next doctrine of global capitalism is free competition. Free competition
simply means that manufacturers and employees have to compete amongst
themselves in an open market. In that way, an individual who can offer quality and
quantity of product or services at a cheaper rate than others, have a comparative
edge in the market (Leatt, et al., 1986). Hence, tough competition results in
determined efforts to outperform other competitors. (Manicas, 2000). Such outlook
will encourage people to thinks innovatively in order to perform effectively, which
encourage the use of better techniques in the field of product development and
service delivery (Leatt, et al., 1986). This is the only sure way to survive in an open
market. The same applies to workers, as highly skilled and efficient workers are
remunerated highly because they contribute towards higher performance and
productivity (Leatt, et al., 1986). Competition is also based on the idea of natural
selection, which infers that in nature, only the fit survives, while the unfit dies a
natural death. This idea seems to resonate well with the dictum ‘survival of the
fittest” or ‘struggle for survival’, which forms part of the views of social
Darwinism, which believes that in nature, the strong habitants survive, whilst the
weak ones die off. As such, there is no need to assist the weak to survive under the
law of natural selection (Klein, 2003, also see Ukpere, 2007). Therefore, in similar
way, with which an entrepreneur acts in order to make profits, an employees may
also endeavour to change job that gives him/her a higher income. An individual
who gets a wage might out of his free volition, seek a more lucrative job in another
organisation. From that perspective, a farm-employee who has meaningful job of
food production from the viewpoint of others, might latter consider getting an
employment in the factory by producing what people may consider as worthless
plastic junks, which in most cases ends up rapidly in the garbage can. In this
scenario, the farm worker has acted in similar way in his quest to get additional
income like the capitalist, whose interest is to make a supernormal profit. Hence, in
of their bid to earn higher income or supernormal profit, they are similarly imbued
with acquisitive tendencies in their craving for higher income and profit under a
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competitive atmosphere, which is very peculiar with the capitalist mode of
operation (Donaldson and Pollin, 1978). From the perspectives of Schumpeter
(1976, cited in Stokvis, 2001), capitalism is ever-changing, and this change comes
as a result of the rivalry amongst the capitalists and the organisation created by
them. The result of their competitive drive is a continuous hurricane of creative
destruction according to Stokvis, (2001). From Schumpeterian (2017) perspective,
there are five domains of possible competitive advantages, namely process of
production, products, resources, markets, and organisation. He posited that any
domain that brings a competitive advantage to a firm over its rivals, is germane to
the competitive race. Therefore, for people and organisations to grow, there is a
need for them to compete with others. In fact, competition within the global village
has been likened to a flood tide that has engulfed everyone (Reuter 1993, cited in
Martin and Schumann, 1997). The capitalist global system has prompted
organisations not just to compete locally but globally. For organisations to survive
within the global economic setting, they must not only focus on domestic
competition but should be able to compete globally. Competition within the global
village is not merely in terms of product quality, prices or services, but in all areas
that brings competitive advantage to the firm (Stokvis, 2001).

Knowledge as well as information has a powerful role to play when it comes to
competition, because it helps firms to become well-versed in the competitive tussle
taking place within the global village. Awareness is obtained through information
required for innovation that could improve the competitive drives of a particular
organisation above others. Hence, information that results in a better wealth
creation, is utilised for innovative activities in the rivalry between firms (Stokvis,
2001). Global competition, for instance, has made some corporations to utilise
innovation, based on information and knowledge, in developing some array of
technologies to increase their competitiveness. Hence, a comparatively small
business enterprise with few workers, assets or sales volume, could indeed hold a
leading position as a distributor of vital goods and services owing to its superiority
in the use technology more than its rivals (Sklair, 2002). As aforementioned, global
competition seems similar to the process of natural selection (Dennett, 1995) where
the not so strong fizzles away and the very strong remains. In that case, any
corporation that is unprepared and unaware to respond to the current global
competition, will end up losing its market share and profit within a global
economic platform. Hence, in order for a company to subsist, it is crucial for it to
be more flexible in adapting to the dynamics of the current competitive
environment (Kirkbride, 2001).
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The current global competition has triggered new corporate ways of achieving
efficiency such as merger and acquisition, re-engineering, downsizing, lean
manufacturing, and outsourcing, all of which are directed towards job destruction.
Unemployment has worsened in many regions as many corporations are
downsizing in response to stiff competitions within the global economy (Slabbert,
1996; Scholte, 2000). More than that, the ever-increasing company mergers and
acquisitions (M&A) have in most case resulted in huge job losses. The activities of
M & A have significantly flourished in response to global competition. In the
pharmaceutical industry for instance, the merger of Glaxo and Wellcome caused
about 11% contraction of the workforce. Another example was the merger of
Pharmacia and Upjohn, which led to the closure of 40% of their plants (FT, 7
March 1996:1 cited in Scholte, 2000). The merger of Chase and Chemical Bank in
response to global competition resulted to the termination of 12000 workers job,
due to redundancy (FT, 1 April 1996:23, Scholte, 2000). The current outlook seems
to make some section to conclude that global competition has made most
organisations to become leaner and meaner (Harrison, 1994; Scholte, 2000). Now it
is time to progress to the doctrine of scientific management.

The doctrine of Scientific Management

The capitalists’ quest for new techniques of production, their interest in
resources accumulation and overambitious tendencies, activated a powerful interest
in science and technology. From that perspective, Leatt, et al. (1986) noted that the
developments made people to think that the progress confronting humanity was
endless. In similar vein, Queen Victoria of England during an excursion in 1851 to
have a look at some of the new scientific discoveries, described what she saw in
her diary as follows: ““June 7. To the exhibition: went to the machinery part, where
we remained 2 hours, and which is excessively interesting and instructive, and fills
one with admiration for the greatness of man’s mind, which can carry out and
devise such wonderful inventions, contributing to welfare and comfort of the whole
world...we are capable of doing anything. Here indeed was the concrete evidence
of what capitalism could do. Here were displayed the means by which economic
growth was being achieved, how production was expanding to increase the
nation’s wealth” (cited in Donaldson and Pollin, 1978:28). These renewed
enthusiasm towards science and technology, triggered what was considered as
‘Industrial Revolution’.
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The Industrial Revolution, which commenced around the late 18th and early
19th century in England triggered a major shift on how labour is managed and
utilised in the field of production. What actually transpired was that the steam
engine irreversibly transformed the workplace, and turned both horse, buggy and
man, into less sought-after commodities, in spite of the warning of then eminent
industrialist, Robert Owen (1771-1858), who laid emphasis about the pre-eminence
of human beings in the field of production. According to him, the return on
investments in human beings are far greater and better than investments in
machineries and equipment. As such, managers must put workers first in all they
do and provide them with information because an enlightened employee is a
productive employee (Prasad, 2004).

Opposed to the position of Owen, other authorities such as Charles Babbage
(1792-1871), who was the inventor of the earliest computer, were focussed on
developing ideas relating to the efficient use of human resources in the workplace.
In his treatise, ‘The Economy of Machinery and Manufacturing’, he emphasised
the need to measure work activities, considers efficient use of tools and machines,
specialisation, proper ways of remunerating workers and a need to discover new
methods of minimising cost (Bedi, 1998). In fact, Babbage was of the view that
technological advancement in production can be gauge by the level at which the
task of each employee is simplified and harmonised with the task of other
employees, in order to reduce the price companies, pay for employing workers as
well as the necessary time to learn each job, so as to weaken workers’ bargaining
power in order to reduce the wage bills of organisation (Giddens, 1995).

Max Weber (1864-1920) considered the ways various profit ventures and non-
trading businesses work and postulated that ‘bureaucracy’ is the best way to
manage them (Kumar, 2000:40). Following that, the world withnessed the dawn of
the 2™ Industrial Revolution’ around the middle of the 19" century and some
periods within twentieth century. In fact, while steam engines triggered the ‘First
Industrial Revolution’, the second one was activated when electricity and oil were
both discovered (Slabbert, 1996), which brought about major new inventions and
developments. The introduction of machinery in production ushered in the factory
system of organising industrial activities and ownership of big businesses moved
from a single entrepreneur to joint stock companies, which brought about some
new breed of capitalists and factory workers. This period also witnessed the
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replacement of the rule-of-thumb with more scientific approaches to management
(Kumar, 2000).

Although others might have contributed but the most famous contributor to
scientific management was Frederick Taylor (1911), a mechanical engineer. Taylor
believed that company’s aim at high productivity at a reduce cost of production, as
well as employees’ hopes for higher remuneration, could be harmonised by
examining every single parts of a given job in order to establish the most effective
ways of doing that job by chosen the best employee for a given job, and training
him/her on one best approach to execute task by providing additional incentives for
higher performance (Bergh and Theron, 2005). In fact, Taylor’s scientific approach
of managing workers was greatly accepted under the factory system and popularly
referred to as Taylorism. Scientific Taylorism was propounded with a view that
human beings are economically rationale. The concept of Taylorism was also based
on the precept that human beings are innately lazy, unpredictable, and incompetent,
and as such, only monetary rewards can induce them to perform, while their
weaknesses should be addressed through standardised training (Bergh and Theron,
2005). In a nutshell, Taylorism believed that scientific methods can be effectively
applied in the management of people in the workplace (Bedi, 1998)

Taylor initially believed that his scientific management approach would lead to
‘mental revolution’ for both the managers and workers. Nonetheless, his prediction
of mental revolution failed woefully, in spite of the contribution of his ideas to
management thinking. Apart from Taylor, other noteworthy contributors to
management in scientific ways, include authorities, such as Henry Fayol, who
conceived the idea of a universality of the management principles, Henry Gantt,
who examined the behaviour of people within the workplace, Frank & Lillian
Gilbreth whose work contributed significantly within the domain of time and
motion study, and Harrington Emerson whose treatise advocated for efficacy and
proper standard in the workplace (Kumar, 2000). As aforementioned, Taylorism
was latter objected by the industrialists, trade unionist, and the general public. The
anger towards Taylorism was so terrible to the extent that Taylor was summoned
by a special US congressional committee in 1912 to defend his scientific
management (Worsfold, 2004).

Reflecting on the opposition against Scientific Taylorism, Bergh and Theron
(2005), noted that the opposition was that it was perceived as another form of
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workers’ exploitation, which failed to take the individual psychological needs of
employees into consideration. Taylorism was also perceived to be promoting job
destruction as workers became narrowly focussed on a particular job, which gave
them no room to change to alternative job. This outlook impacted negatively on
their own initiatives and growth. In concordance with the above, Kumar (2000)
noted that workers were demoted to become an appendage of the machines in the
factories of production. Their work became strictly narrowed to their specific areas
of specialisation. It negatively affected their pride and involvement at work. Hence,
Taylorism’s approach dehumanised the workers as they were demoted to humans
without emotion and a mere production factor similar to the machine. As a matter
of fact, Scientific Taylorism terrorised the working man and turned him into a
simple impersonal cog in the machine of production, merely trained to undertake
only what he or she is good at, and forced to focus on that throughout his/her work
life, while managerial function is at different location in the organisation
(Worsfold, 2004). For the fact that employees were not allowed to initiate ideas as
well as show skills, but expected to work exactingly according to supervisor’s
specifications, their initiative became marred, resulting in boredom and monotony,
which finally triggered an industrial action by unions (Kumar, 1993:48). With
regards to the flaws of Taylorism, Beundex (cited in Kumar, 2000) noted that as
the activities of capitalists expands, the craftsmen regressed; as the common people
are brought low, the masters are highly elevated, and, as such, there exists no
human connexion between the capitalists and their workers. As a matter of fact,
Taylor himself was sincere to put forward three reasons for the outburst towards
scientific management, namely 1) workers perceived that a rise in productivity led
to increase unemployment; 2) the system led to employees’ restriction of their
contribution and outputs, also known as systematic soldiering; 3) the routine work
activities adversely affects initiative and innovation. The displeasure and anger
towards Scientific Management led some experts such as Eton Mayor to start
rationalising other better way to manage people in the workplace, which birthed the
“Human Relation Approach” of management. However, for the fact that this
section is focussed on the scientific management as a doctrine of global capitalism,
one will be guided not to dabble into entirely a different topic but focus on
scientific management within the context of techno-globalisation, which prompted
some experts to paint a gloomy picture of a world without work.
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The soothsayers of the 4™ Industrial Revolution and projection of a grim
future for labour

As far back as 1995 Jeremy Rifkin painted a gloomy picture of the future of
labour in his famous treatise, “The end of work™. Rifkin (1995) forewarned that
before the next century mass labour in the marketplace may disappear in almost
every advanced country across the globe. He further warned that the coming
revolution would not only affect blue collar workers but white-collar worker as
well. While buttressing his point, Rifkin used the USA as an illustration, where
33% of the general employees worked in the production sector within the 1950s.
That number declined to 30% around 1960s and came down to 20% around the
1980s and diminished further to about 17% in 1995 (Ritkin, 1995). Compared with
Canada, which recorded 23.5% of the labour force in manufacturing in 1966,
which declined to about 17.2% around 1986, and came down further to 14.7%
around 1991 before finally coming down to 14.2% in 1996 (Statistic Canada, cited
in www.ucs.mun.ca/~alatus/2801/FutureofWork.html). Rifkin further drew the
world attention to the Moravec’s Universal Robots, which is a new technological
invention, predicted to replace the human mind altogether (Ritkin 1995). From that
vintage point, Leontief Wassily (as seen in Rifkin, 1995) postulated that the special
role of human beings as a key factor of production, will certainly shrink in the
manner the role of horses in farming initially declined before it was discarded
when tractors were introduced into the farms. Rifkin (1995) posited that for certain
individuals, notably engineers, scientists, and owners of industry, a world without
work will usher in a new epoch in the history of mankind where humans are finally
freed from a life of laborious work and monotonous boring activities. However, for
other individuals, a society without work invokes a perception of a gloomy future
of high-level global joblessness and mass destitution.

As a matter of fact, global job losses is burgeoning since the dawn of
globalisation (Ukpere & Slabbert, 2009). The population of those who have lost
their jobs have sharply increased as multitude of employees who enter into the
labour force suddenly realised that they have been displaced by the introduction
recent technological innovations, in the form robotics, super computers,
telecommunications, and leading-edge technologies, which has encroached into
government, production, finance, retail, agriculture, as well as transportation
(Riftkin, 1995). More than that, Rifkin (1995) was of the view that our world has
speedily been divided into two conflicting forces, namely an info elite who are in
charge of and dominating the high-tech worldwide economy; and on the other pole,
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a growing population of perpetually sacked workers, who with little hope or
prospects of getting reasonable job in an aggressively computerised work space. He
pointed out that, from the origin of civilisation, humans’ daily subsistence had been
organised, to a great extent, around what is known as work. Nevertheless, in recent
times in the history of mankind, human labour is steadily being removed from
major economic activities. Hence, work, as people know it, may likely be a thing
off the past in a majority of the advanced nations of the world (Rifkin, 1995 cited
in The Job Letter, 2003).

The origin of the current trend was initiated when big multinational
organisations decided to spend over a trillion dollars around 1980s and at the
beginning of 1990s on telecommunication satellites, computers, robotics and other
automated devices (Shah and Mehta, 1998). Those massive investments are
beginning to materialise in recent times, which has brought about huge cost
reduction, higher productivity and profitability. Nevertheless, the new trend seems
to be producing some calamitous effects on labour. A notable case was when the
first interstate Bankcorp reorganised its business operations to accommodate the
current logics, which led to the destruction of about 9,000 jobs. Another example
was when Motorola took the decision to re-engineer its manufacturing, as well as
admin and distribution structures to become leaner and slimmer, over 10,000
workers lost their jobs in 1998. Other organisations such as GTE, Scott Paper,
IBM, NYNEX Corp and Arvin Industries have also pursued similar aggressive
labour elimination policies within those periods (Rigdon, 1994).

The growing amount of job destruction linked to corporate downsizing and
recent work patterns such as working from home, part-time, flexi-work and self-
employment, has multiplied the profitability of corporations from one perspective,
but at the same time led to a global economy that destroys jobs (Shah and Mehta,
1998). Some big companies that have adopted modern technological innovation are
suddenly beginning to loss their talented employees. The current automation,
corporations and managerial approach are set to force a majority of blue-and white-
collar employee into impermanent jobs as well as unemployment positions (The
Job Letter, 2003). Computer aided technologies have diminished the desire for
human labour in all production activities. For instance, as far back 1991 and 1995,
IBM eliminated 85,000 jobs due to the introduction of some high-powered
technology. In the same period AT&T destroyed 83,000 jobs, Nynex eliminated
about 22,000, while Kodak removed about 14,000 jobs (Head, 1996, cited in
Matthews, 1998). There seems to be no end in sight in the introduction of new
cohorts of high-level automated technologies into an extensive range of job
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circumstances. It was predicted then that within a decade not more than 12% of the
labour force in USA will be working in the factory, and that by the year 2020, a
majority of the global labour force may not be utilised in factory work any longer.
It was then predicted that within a quarter of a century, blue-collar as well as mass
assembly-workers would almost disappear from the manufacturing lines (The Job
Letter, 2003).

Based on huge data, Robert Lawrence of Harvard and Paul Krugman of
Stanford, have forewarned that the apprehensions generally express around the
1950s and 1960s that worker in industry would be out of job due to automation is
beginning to come into reality (The Job Letter, 2003). In concordance, Peter
Drucker, (cited in The Job Letter, 2003) averred that the fading of human labour, as
a major production function, will emerge as the final onslaught of capitalism. For
instance, US steel, which is the biggest integrated steel company with 120,000
employees in 1980, had manufacture approximately the same quantity of steel
utilising merely 20,000 employees after adopting automation in the company in the
1990s (Kenney and Florida, 1993). The current increasing rate of corporate re-
engineering, job destruction through the introduction of technology and falling
income, is reflected in the current stagnant goods that lie in warechouses and slow
pace of growth, which successively triggers renewed calls for re-engineering and
downsizing.

Re-engineering

With regards to reengineering, previous work titles and organisational structures
such as divisions, departments, unit, groups, etc., becomes irrelevant and outdated.
What is crucial for managers when taking a decision to reengineer their workplace,
is the current market demands and the influence of modern technological
innovations.

Currently, technology such as telecommunication and computer systems, play a
major role in organising business operations. Re-engineering places emphasis on
the necessity to streamline work methods in other for organisations to achieve their
goals in an effective and cost-efficient manner. As a matter of fact, re-engineering
was originally considered as an approach of restructuring the organisation, with the
aim of doing more things with less resources by discarding the old-fashioned ways
of achieving organisational efficiency, which merely placed emphasis on work
simplification and division of labour or replacing employees with machines
(automation). Different from previous ways of achieving efficiency, re-engineering
is focussed on using high powered electronic data processing and communication
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technological innovations with an intension to cut down the number of employees
by simplifying the organisational chain of command through the creation of elastic
labour forces that is capable of responding to fast-changing organisational
requirements.

As Meiksin (1996) observed, re-engineers forbid engineering as long as it
linked with work simplification and welcome it as long as it linked with
sophisticated technology and computerisation. However, it is pertinent to mention
that the main reason for corporate re-engineering is for the purpose of achieving
efficiency by reorganising tasks in order to provide better services, and increased
productivity at a reduced cost. For instance, previously middle managers were
responsible for co-ordinating the top and lower level of the organisational pyramid.
Nevertheless, due to the incursion of new technologies, those works have become
redundant and eliminated (Turban et al., 1996, cited in Shah and Mehta, 1998).
Hammer and Champy (1993) were of the view that any organisation considering
re-engineering must execute it in a big scale and not in a small and cautious
manner because re-engineering enables an organisation to overcome inefficiency as
well as outdated ways of operation that does not guarantee survival (Rosenberg,
1993).

Indeed, one remarkable example of organisational re-engineering was IBM’s
Credit Corporation that used to offer credit facilities to IBM clients. Previously,
specialists were in charge of each phase of the operation of the business. For
instance, a particular division of competent office worker and supervisors register
the credit applications, and another division organises a special condition for
specific clients; and another division takes decision on the rate of interest; the
fourth unit capture all the data needed for the quote letter, etcetera. From this
outlook, IBM Credit Corporation can be considered as massive assembly line,
which takes many weeks to transmute a given set of forms into another.
Nevertheless, currently, one single worker, known as a deal structurer, can carry
out the whole operation within a twinkle of an eye, and only in unusual
circumstances, should an expert be approached for an advice. In that case, the
deep-rooted assembly line turned to a software package in a computer on each
stage of the transaction, and most of the knowledge and experiences of the previous
system clerks and supervisors have been digitalised. In fact, the most shocking
aspect was that outputs at IBM’s Credit Corporation increase by not merely 100%
but skyrocketed by 10,000%. In other words, one single deal structurer has
replaced every hundred workers and supervisors that were previously employed at

71



; Annals of Spiru Haret University. I

3 Economic Series

= =l Since 2000 jicCs|
o CEWTRAL

e
ISSN:2393-1795 ISSN-L:2068-6900 S

Issue 3/2022

IBM’s Credit Corporation (Davis, 1996). Certainly, re-engineering amounts to an
effort to restructure corporations for the Information Age.

Of course, re-engineering can be regarded as a powerful management apparatus.
Slabbert (1996) observed that the revolution taking place in traditional
organisational structure as well as rising productivity levels and supernormal profit
margins could be attributed to re-engineering activities in most corporations.
According to the Wall Street Journal (1993b, cited in Slabbert, 1996), the 2.8%
increase in output in 1992 in the USA could be linked re-engineering. The focal
point of re-engineering according to some experts was to restructure the corporate
designs in such a way for the organisation to willingly embrace supercomputer.
Consequently, the previous managerial hierarchies in organisations are compressed
and certain jobs are eliminated. As worker are prompted to become multi-skilled
and administrative structures destroyed, productivity increases become inevitable.
Regrettably many corporations seem to have abused the concept of reengineering,
by deliberately destroying jobs in order to make supernormal profit for their
shareholder (Reh, 2007).

It is germane to clarify that re-engineering represent a business term such as
‘trimming the excess fat’. This explains reason why any pronouncement that an
organisation will embark on re-engineer signals the termination many jobs. A very
good illustration was when IBM terminated the employment 63,000 workers when
the management decided to re-engineer the corporation in 1993. Another good
example was Sears Corporation’s destruction of 50,000 jobs when they
reengineered. Also, Boeing eliminated 28,000 employees during their
reengineering; Digital Equipment destroyed about 20,000 jobs during their 1994
re-engineering. Lockheed Martin retrench about 15,000 job holders in 1995 as a
result of their reengineering. More than that, AT&T discarded 40,000 employees in
the course of their re-engineering around January 1996. In other words,
approximately 216,000 jobs were destroyed in merely six corporations within a
period of three years in the USA due to reengineering. It is pertinent to mention
that these job eliminations taking place are not simply discharges of regular
production line employees as a result of short-term falls in demand, as both
demand and production have increase astronomically. In addition, these are not
works that have been moved to China or India in search of cheaper labour, but
these jobs that have disappeared overnight, include white-collar and highly paid
jobs with many at managerial level (Davis, 1996).

As a matter of fact, even managers in charge re-engineering are in many
instances wary of their own jobs since those in middle managerial hierarchy are in
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most cases the targets when an organisation decides to embark on corporate re-
engineer (Meiksin, 1996). In similar vein, Davis (1996) observed that the fear of a
majority of board members in most organisations, including senior managers and
previous CEOs of production organisations, suggested that re-engineering has not
merely destroyed the jobs of younger employee, which have no rank in the
organisation and have better prospect elsewhere, but has as well destroyed jobs at
senior managerial level. Most of those managers have invested all their lives in the
corporation with the hope of a fulfilled retirement at the ripe age. All these like one
are pushed back into the labour market as a result of reengineering in their
respective organisations. In this regards, Meiksin (1996) noted that as the craze for
re-engineering continues to grow, many corporations have come to realise that in
their desire to destroy jobs in order to become more competitive and flexible, they
have ended up losing key experienced professionals that are difficult to substitute
as well as costly to hire on contract basis.

In spite of the fact that a majority of the reengineering lead to a rise in corporate
shares/stock (Martin and Schumann, 1997), it is destroying a key component of
enterprise existence, that is, employment creation. The scenario prompted Rifkin
(1995, cited in Slabbert, 1996) to predict that corporate re-engineering is capable of
destroying about one million to two million five hundred thousand jobs annually.
According to Attali (1991, cited in Slabbert, 1996), the impact of re-engineering
was mostly felt in the production industry, where machines have now been
recognised as the new working class. Undeniably, the decrease in production jobs
have come a long way, particularly from the times managers started replacing
humans with machines in the workplace. For instance, around 1950s, about 33% of
the total employees in the USA were working in production companies. However,
currently below 17% of the workforce is employed in production companies
(Drucker, 1993; Job Letter, 2003). In addition, in spite of the fact that production
jobs have dropped, productivity seems to have grown. For instance, yearly
production, which was increasing at approximately 1% per annually at the start of
1980s, has skyrocketed to over 3% as a result of re-engineering (Shah and Mehta,
1998). As noted by Flint (1993), beginning from the year 1979 to the year 1993,
production has accelerated by 35% in the productive industry, at a time the labour
force has declined by 15% in the same industries. More than that, it has been
projected that 25% of the USA workforce will be on impermanent employment,
and that the figure will rise to more than 35% in few years to come (Vogl, 1995).
Some expects contended that in some nations impermanent jobs will exceed the
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USA figure (Shah and Mehta, 1998). Considering the current trend, Slabbert
(1996:44) succinctly posited:

“If retrenchment and re-engineering are viewed as processes with parallel
results, the logical conclusion is that unemployment will dramatically increase
during the next decades. The concept of the workerless world is receiving
increased attention in diverse application fields- indeed, a world without work is
often considered to be the logical end result of the forces, which have been set in
motion, and which are, for all purposes, not reversible in nature. Protesting voices
have been raised, but conclusive evidence mounts that the trickle-down effect is,
indeed, a trickle and not the required flood, which is necessary to balance the
forces at play in the equation™.

Indeed, it seems as if re-engineering has simply become another ploy by
executives to manipulate and control engineering (Meiksin, 1996). As a matter of
fact, engineers have over the years made efforts to improve efficiency in
organisation. Taylor’s studies on ‘time and motion’ are notable examples where
engineering made earnest efforts to alter production lines so as to become more
efficient. Conversely, re-engineering has prompted a new area of engineering.
However, what seems to separate it from the previous engineering fields, are the
massive increases in efficiency at the expense of discharged worker (Davis, 1996).
At present, re-engineering seems to have become an ever-present term, and has
infiltrated into other field, such as customer care and marketing, and what is
noticeable is that it is as well killing jobs within those domains. From that above
stance, Harmer and Champy (1993) have cautioned:

“It would be nice to say that re-engineering is a win-win program that leaves
everybody better off; it would be nice but it would be a lie; re-engineering isn’t to
everyone’s advantage...some people will lose their jobs and some workers may be
unhappy with their jobs™.

In concordance with the above Slabbert (1996) opined:

“The concept of the lean-production method of management, first introduced by
the Japanese, in conjunction with the just-in-time principle, is making an impact in
every industry. These phenomena are actively altering the traditional methods of
business management and, in the process, millions of jobs and hundreds of jobs
categories are eliminated™.

Downsizing
Around 1996, the concept of downsizing, which emerged from reengineering
concept, became very popular, and led to big companies declaring huge cut down
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of their labour force. Most of the downsized workers do not, in most cases, get new
jobs with the previous salaries they are paid before downsizing. As a matter of,
older workers are worse affected as they may have to wait for a longer time before
getting any other job after being downsized. A majority of the organisation that
have embarked on downsizing, in most cases, substitute senior employee in most of
those job positions with poorer paid employees. In that case, they have substituted
more experienced older worker with less experience and younger workers who are
favourably dispose to lower pay packages. Under such circumstances, only
executives receive very fabulous pays (Crotty, 2006). This trend has tendency to
expand inequity in most societies. More than that, there is a strong possibility that
many of the employees that have been downsized, may never recover again from
financial and emotional trauma. In actual fact, research have revealed that even
retained worker who survives the axing, also endure emotional and health
challenges, as a majority of them perceive members of their workplace as family
members and feel a sense of lost without them. This has a de-motivating effect on
the surviving employees, leading to low morale and disloyalty. As a matter of fact,
the distrust between management and employees have accelerated in recent times,
as worker who survive have tendency to defraud or sabotage the organisation.
More than that, a majority of the workers who survive the downsizing are in most
case engaged in very long hours with heavy workloads, to the extent that some
regret their retention at all by the company (Tripod, 9 January 1999). In recent
times, with a growth the high-tech industries, notably in the telecommunications
and computer companies, downsizing or rightsizing (as some may choose to call it)
have, undeniably, accelerated the pace of job destruction, which has not abated
since the dawn of the Fourth Industrial Revolution.

The dawn of the Fourth Industrial Revolution and the future of labour

The dawn of fourth industrial revolution (4th IR), which is also sometimes
known industry 4.0, is marked by an accelerated deployment of digitalised
technology and cyber-physical systems (CPS) by corporations (Liu & Xu, 2016).
The concept of 4th IR was first initiated in 2016 during the World Economic
Forum (Peters, 2017), by Professor Klaus Schwab. While giving context to the
phenomenon, he stated:

“We stand on the brink of a technological revolution that will fundamentally
alter the way we live, work, and relate to one another. In its scale, scope, and
complexity, the transformation will be unlike anything humankind has experienced
before. We do not yet know just how it will unfold, but one thing is clear: the
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response to it must be integrated and comprehensive, involving all stakeholders of
the global polity, from the public and private sectors to academia and civil
society”, (Schwab, 2016).

For more than two hundred years, since the advent of the Industrial Revolution,
the world economy has been progressing very fast as a direct result of new
technological inventions. For each new technological advancement, there is a
positive effect on productivity, economic growth and opportunities for different
types of new businesses. In fact, the 4th IR entails the alteration of all production
processes within an organisation. Such alteration is made possible through the
fusion of numeric as well as the internet in the field of production (Stancioiu,
2017). In other words, the current 4th IR is a product of a blend of diverse
technological innovations, such as cloud computing, machine learning,
nanotechnology, biotechnology, big data and so on in production activities
(Frederick, 2016). In the words of Schéfer (2018), the 4R, also referred to as the
digital revolution is a distinctive blend of human capabilities and technological
innovations through algorithms, which are self-learning, robotics, self-driving cars,
big data, just to mention a few. Kessler (2020) was of the view that the 4th IR is a
phenomenon of progressive scientific sagacity, which promises a change from
outdated methods and approaches to a seamless data-supported outcomes. In other
words, businesses and workers from the analogue-age. In order words, businesses
and workers must not be restricted under the current dispensation in following the
lanes toward their own progress.

Mokyr (1997) observed that a true Industrial revolution is not merely in the area
of technological advancements but entails innovations that is capable of making a
profound difference in organisations. It is pertinent to note that the 4™ IR and
industry 4.0 are in most cases used interchangeably to mean the same thing. In
spite of the fact that the two ideas are closely associated, they do represent two
different concepts. While Industry 4.0 originated from Germanyin-between 2011-
2015, with a focus on digitalisation in production, the 4™ R, conversely, is
emblematic of major shifts and changes in political, social, and economic spheres
(Nicholas, 2019), and has been triggered by technological innovations.

The 4™ IR has unique features, namely, smartphone takeover almost every
aspect of business activities; Knowledge generation will be made possible through
big data; robotics may likely replace many human routine activities in the
workplace; and mass consumers spread across the globe will be attracted (Hyun
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Park, Seon Shin, Hyun Park, & Lee, 2017). Hyun Park, et al. (2017) further
observed that the 4th IR took the globe by surprise. In similar vein, Davis, (2019)
noted that the current revolution is momentous and posited that it will create new
prospects for corporations and their workers alike, through the use of artificial
intelligence, the internet of things and high-level computing as well as effective
optimisation of systems within the organisation (Davis, 2019). The current 4th IR
is definitely going to affect how people carry out their daily routine in
organisations. The key new trends, include digitisation and automation, which are
bound to affect the ways people relate with machines, while engaging with their
works. This will as well influence how managers manage employees in
organisations. The new trend will certainly lead to the loss of many jobs as well as
create new ones within industries (Hirschi, 2018). The 4™ IR is bound to trigger a
major shift in the future of jobs roles within organisations. As a matter of fact, the
advent of new jobs will displace old ones (Park et al., 2017). Moreover, the
requisite skills-set for jobs will certainly change and affects current and prospective
employees. The current development will certainly affect labour relations and
human resources management due to the new relationship and interaction between
humans and machine. This has certainly triggered a new uncertainty in
organisations as far as job security is concerned (Pereira & Romero, 2017; Nam,
2019). Now the big question is whether technological innovation in the current 4™
IR leads to job destruction or mass unemployment.

The answer to the above question is quite diverse. For instance, the research by
Kristina, Matuzeviciute, and Karaluite (2017) found no link between technological
innovation and joblessness in countries in Europe. The above view was supported
by Liso and Leoncini (2011) who observed that technological innovation creates
new avenues for higher earning for skilled employees owing to a rise in demand for
goods and services. Hence, as Vivarelli (2014) claims, technological innovations
lead to numerous market compensation mechanisms, such as new ventures, new
machineries, lower prices and poorer wages. The foregoing is not far from other
theories (Piva and Vivarelli, 2005) that spoke about compensation mechanisms,
which stems from prices and new demands that ultimately absorb unemployment.
The above is not very far from the position of Say (2009) and Schumpeter (2017)
that advancement in technology brings about product and process innovation,
which, ultimately result in employment creation. Also, the findings of Marcolin et
al. (2016) that, technological advancement has a positive effect on job creation
seems to reinforce the above views that technological progress leads to job creation
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instead of destruction. In between the protagonists and antagonist are experts who
chose to seat at the middle point. For example, the research of Harrison et al.
(2008) as well as Vivarelli (2014) distinguishes between two main aspects of
innovation, namely product and process innovations. In their view, while product
innovation offers new products to the marketplace, which motivates new demands
and brings about positive connection between technological innovations and job
creation (Vivarelli 2014; Marcolin et al. 2016), process innovation triggers an
adverse effect on the workforce owing to the substitution of labour with new
machineries and tools that increases production and efficiency in organisations
(Peters 2004; Pianta 2004; Vivarelli 2014)

Also seating on the fence, Alonso-Borrego and Collado (2002) were of the view
that technological advancement is a major source of job creation as well as
destruction. There are also perceptions that technological advancement favours the
developed as opposed to the developing nations.

On the other side of the pole are those who are adamant that technological
innovations in the era of 4™ IR is destroying jobs, and as such causing mass
unemployment. For instance, as Feldmann (2013) study showed, technological
innovations increase joblessness in the short-run. In fact, Wood (2004) and
Feldmann (2013) argued further that technological innovation has the capability of
increasing unemployment. In the same vein, Piva et al. (2006) posited that
technological innovations have negative impact on skilled as well as unskilled
labour. According to the Marxist thinking, it is implausible to conceive that newly
created labour-saving technologies would create enough jobs to absorb the number
of workers who have been displaced by machine (Wood 2004). Hence, it is simply
a fact that labour-saving technological innovations does trigger technological
unemployment. Certainly, since technological innovations enables organisations to
manufacture at lower costs, the immediate effect of innovation is technological
joblessness. This position seems to contradict Schumpeterian argument that
technological advancement leads to product and process innovation that logically
results in the creation of jobs (Ziemnowicz, 2013).

Hence, politicians, economists, and technology gurus have unanimously
accepted that the world is facing an era of technological unemployment. The
sudden change in opinion is mainly owing to automation that is capable of
removing human beings as a factor of production. This new position diminishes the
compensation effects, which enabled traditional technologies to become sources of
job creations. The Classical schools of thought that technology accelerates
unemployment, was also of the view that technology will not cause long term
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joblessness in a society (Khan, 2016). However, there are now constraints to the
classical mind-set that technology cannot cause long term unemployment. The
initial perception was that technological innovations cannot cause long term
unemployment (The Economist, 2018) based on the ‘Lump of Labour’ theory.
Nevertheless, the recent outlook of rising productivities in manufacturing,
accompanied by declining employment in some sectors challenge this theory
(Waters, 2014). For instance, a professor of economics at Stanford University,
Nick Bloom, noted the above as the reason for a major change in opinion on
technology as a major source of unemployment. Former American President Barak
Obama has added his voice to the current growing debate and argued that
technological innovation is a primary threat to job creation. In his view: “The next
wave of economic dislocations won’t come from overseas. It will come from the
relentless pace of automation that makes a lot of good middle-class jobs obsolete™
(cited in Rotman, 2017). Based on the above, there is a need for society to consider
new mechanisms to sustain labour in the 4™ IR in the face of technological job
destructions.

The way forward towards labour sustainability and conclusion

Right from the beginning of capitalist expansion it is very obvious that the
owners of capital intend to achieve maximum profit at minimum production cost.
From the first Industrial revolution till the current, the capitalist mode of operation
remains the same with the exception that the Fourth industrial revolution may
witness a total replacement of human labour with machines, culminating in the end
of work, which amounts to unsustainable labour. In order for labour to be
sustainable, it may be worthwhile to proffer the following recommendations:

1. There is an urgent need to regulate technologies that eliminates job
faster

In order for the government to guarantee lasting employment, there will be a
need to regulate some of the technologies that eliminate jobs faster and cause
havoc for the working class. Technology should enhance the well-being of the
working class and not eliminate them entirely from the production chain. In other
words, technologies, which dehumanise the working man and render him obsolete
should be controlled. Hence, technological innovations should be created to serve
and support the working man and not the other way round, because it is very
unjustified for what is created to dominate the creators. Higher taxation on
technologies that destroy jobs faster could be one way of regulating such
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technologies so that their prices can skyrocket. When that is done, human labour
would become more valuable, and expensive technologies and automation would
become less profitable. Moreover, before initiating new technology into the
organisation, management must endeavour to makes sure that there is an alternative
in the organisation to deploy workers that have been displaced by technology.
More than that, the capitalists and philanthropists sponsoring the development of
technologies should also endeavour to give back to society in the form of social
responsibility of business to workers.

2. A policy and commitment towards the creation and sustainability of
decent work for economic growth by public and private organisation across
the globe

There is an urgent need for a policy and commitment towards the creation of
more decent jobs through public and private partnership across the globe for
economic development and growth. In that case, instead of flexibilization of
employment relationship, efforts should be made towards the creation of and
sustenance of permanent employment. Therefore, the public sector must work in
harmony with the private sector to ensure that more jobs are not destroyed but
rather created. Hence, government and private organisations’ interests should be
directed more towards job security and creation. No longer should the working
class bear the brunt of organisations’ craze for abnormal profits. Hence, any policy
that is opposed to the above ideals should be critically evaluated as well as
curtailed. Instead of pushing workers back into the labour market through job
destruction, many of them can be trained to become entrepreneurs and small
business owners to start their own businesses and become employers of labour.
This will certainly address the issue of rising unemployment in many nations
across the globe as well as help to spur new phase of sustainable economic
development and growth.

3. A need for more ethical and emotionally intelligent leaders and captains
of industry

Finally, there should be a need for more ethical and emotionally intelligent
leaders and captains of industry. An ethical leader should be someone who strives
towards the general public goods. An ethical leader should be a moral leader and
not someone who will resort to job destruction at a time when the organisation is
still making super-normal profit. An ethical leader and captain of industry will
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always work towards the benefit of the wider stakeholders, such as the employees,
communities, suppliers, the government, etc., rather than working only in the
interest of shareholders. An ethical leader is as well an emotionally intelligent
leader, who will consider the plight of employees before taking a decision that
affects them. More of such leaders are needed in organisations in the current era of
globalisation and the 4™ IR. Such leaders are level five leaders who take the
interest of employees into consideration above their own selfish interests, and
considers the emotions, feelings, and moods of the people in the organisation in
everything they do. Such leaders rely more on participative approach and consult
widely before introducing any new course of action into the organisation. In fact,
leaders with empathy, compassion, patience, understanding and love for humanity
will be the best authentic leaders to stir the ship of industries and nations in the
current 21* century and should be desired and headhunted to lead in the current
dispensation. Such leaders will see to it that the sustainability of labour is
guaranteed.
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Abstract

The needs of the workforce are constantly changing as a result of global
concerns about digitization, production automation, the introduction of new
technologies and industry 4.0. Therefore, the labor market needs a continuous
reassessment of labor skills in the context of digitalization and the industrial
revolution. The paper will study the change in perspective of the structure of
the employed population by occupational groups and in high-tech economy of
Romania compared to UE27 and the most requested skills currently in online
job postings in various fields, based on traditional and intelligent data from
Cedefop. It is also intended to understand how the use of BigData can
facilitate labor market decision-making. The analysis of the skills required in
the jobs posted online from various fields in Romania, in 2020, suggests
importance of digital and contextual skills having in view that in the top is
»accessing and analyzing digital data™, followed by ,,working with others”
and ,,using digital tools for collaboration, content creation and problem
solving™.
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Introduction

The growing importance of the global economy, competitiveness and dynamism
in the business environment, as well as the demographic aspects that indicate a
shortage of labor in the future have led the state to start digital transformation
agendas. The digitalisation of the economy has led to an increase in the number of
sources of information on job vacancies published online.

A major challenge facing the labor market in the coming years is the digital
transformation. Two major initiatives that will have a key impact in the coming
years on the digital transformation in the EU are the Recovery and Resilience
Mechanism and the Compass for the Digital Decade. Five of the seven digital
policy areas identified in the Regulation on the Recovery and Resilience
Mechanism are the subject of measures included in the National Recovery and
Resilience Plan (PNRR) proposed by Romania: connectivity, human capital, e-
government; digital public services and local digital ecosystems; digitalization of
enterprises; investments in digital capabilities and the implementation of advanced
technologies. The measures in the PNRR also address the four flagship digital
initiatives outlined in the 2021 Annual Strategy for Sustainable Growth:
Connecting; modernization; development; retraining and improvement. It can be
deduced that in the context of the digital transformation, the development of human
capital, the retraining and improvement of the workforce are the focus of both
European and national documents. The four cardinal points of the "compass for the
digital dimension" are skills, the digital transformation of companies, secure and
sustainable digital infrastructure and the digitization of public services. The
analysis of the DESI digital economy and society index, which measures the
progress made towards achieving the 2030 digitalisation targets, shows that
Romania is still at the beginning of the road, ranking last in the EU hierarchy
(European Commission, DESI 2021). In terms of human capital, Romania ranks
26th out of 27 Member States, scoring below average for most indicators, with the
exception of “ICT graduates” (4th place) and “specialists”. in the field of ICT ”(3rd
place). Although Romania has a large number of graduates in the field of ICT
(6.3% of graduates), there is still a shortage of ICT specialists that limits the
country's ability to innovate and take advantage of digital transformation.

Another major challenge facing the labor market is industry 4.0, namely the
introduction of advanced processing technologies whose main determinants are:
customers and their needs, competitors, suppliers, potential companies entering the
market. In fact, the fourth industrial revolution is different from the previous ones
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precisely because it integrates the physical, digital and biological universe with the
help of technology (Schwab, 2017). One of the main aspects of the Industry 4.0
concept is the digitally networked systems to create a world where everything from
cars to people is connected. These connected smart devices can also be called
Cyber Physical Systems or CPS (Cyber Physical System) because they consist of
information technology / software and mechanical and electrical physical parts.
These CPSs are able to communicate with each other, for example, over the
Internet. Two of the main factors leading to the development of Industry 4.0 are:
shorter product life cycles, especially in the case of electronic products, and the
growing demand for individual products (mass customization). Increased flexibility
with fast technology leads to better results for employees, customers and the
business at large.

Digitization leads to a reconfiguration of skills in the labor market, the
emergence of new information about the labor market and the development of new
tools that people and organizations will use to find an employee or a job. The
analyzes undertaken in the article provide a characterization of the Romanian labor
market through the prism of qualifications, an anticipation and a better
understanding of the importance of using smart data alongside traditional data for
the analysis of changes in the occupational structure according to skills.

People who feel confident that they have the necessary level of digital skills for
everyday life or work have a positive perception of the effects of technology on the
economy, society, quality of life and robots. In terms of socio-economic
characteristics, they are highly qualified (education), employed or self-employed
(occupation), young adults (age) and have frequent access to the Internet
(Vasilescu et al., 2020).

Literature review on the implications of Big Data and Blockchain
applications on the labor market

The main technologies transforming the business environment today are:
artificial intelligence, machine learning, robotic process automation, 5G
technology, blockchain and cryptocurrencies, big data and Cloud, Virtual Reality,
Internet of Things (IoT) (World Economic Forum). These technologies, although
they currently have low applications, will play an important role in human resource
management in the future. For example, blockchain applications that are
widespread in financial management are beginning to be applied in human
resources in activities such as payroll. The report "Trending Tools and
Technologies in HR" (APQC, 2019) mentions that in 2019, 82% of organizations
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were already at least familiar with blockchain technology, but only 11.7% were
implementing blockchain technology in HR. However, interest was growing, with
74% of firms in the sample considering experimenting with or piloting blockchain.
Blockchain is being applied in key human resource management activities such as
payroll, recruiting, employee vetting and contract management. The main benefits
of using this technology are trust, privacy, security, data integrity and transparency.
The top three drivers of blockchain adoption in the UK are the need to increase
transactional transparency, increase the speed of transactions by reducing clearing
and settlement time, and automate or simplify the business process. A blockchain is
a network made up of individual entities called nodes that each have the role of
storing data and processing transactions by consensus with the majority of the
network (Puchiu, Stoian, Foca, 2018). Blockchain is therefore a distributed, shared
digital ledger technology where transactions are verified and recorded in a way that
makes it virtually impossible for anyone to alter the information. That means
people who don't already know each other can share data and make transactions,
including financial transactions, without an intermediary.

The digitization of the economy has led to an increase in the number of different
information sources where job vacancies are posted, such as online portals, but also
websites of companies and recruitment agencies, professional networks (such as
Linkedin), online job search platforms (Upwork, Uber), educational platforms,
social networks (Facebook, Twitter), newspaper and notice board websites,
university graduate employment promotion centers, etc. In Cedefop 2019, the
online job landscape was mapped and analyzed in the 28 EU member states
(including the UK) and it was observed that the share of job vacancies published
online varies from under 50% in Denmark, Greece and Romania to almost 100% in
Estonia, Finland and Sweden. Countries differ in the structure of the online job
market: for example, in Denmark, Finland and Malta the market is dominated by a
few leading portals and public services tend to be influential players, while in
Greece, Ireland, Italy and the United Kingdom United are several job portals with
similar power, and public employment services are less influential compared to
private actors.

The increasing use of the Internet for job postings provides a rich source of real-
time and detailed data about the requirements of job postings called Big Data. We
can define Big Data as high-volume, high-velocity and/or high-variety information
assets that require innovative and cost-effective forms of information processing
and that enable improved insight, decision-making and process automation. They
contain a lot of additional information about the labor market that cannot be
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obtained from statistical or administrative sources (Horton&Tambe, 2015; ETF,
2019). Recorded information typically includes specific stipulated skill needs and
skill-related indicators included in advertisements, such as job titles, along with
requirements for qualifications, certifications and experience, as well as other
information about each vacancy, such as employer, sector economic, occupational
category and geographical location of the promoted position (ILO, 2020).

Vankevich & Kalinouskaya, 2021, consider that it is very important to use new
sources of information and analyze the data generated by them; to combine this
data with traditional data (statistical and administrative data) to increase
information about the labor market and develop tools that people and organizations
will use to find an employee or a job. Statistical and administrative data are not
sufficient for the analysis of qualifications and skills and Big Data analysis is
needed (Vankevich & Kalinouskaya, 2021) and online job portals can serve as a
source for Big Data on the labor market (CEDEFOP, 2019a; ILO, 2020;
Mezzanzanica & Mercorio, 2019).

The analysis of job wvacancies posted online has both advantages and
disadvantages compared to the traditional methods of anticipating skills needs and
matching them on the labor market, based on quantitative and qualitative analysis.
Quantitative approaches usually use proxies to measure skills, such as occupations,
qualifications and levels or types of education, and therefore the information
obtained is useful but not sufficiently detailed about the specific skills and
competences needed in the labor market. Qualitative approaches enable the
identification of specific skills and competences, but are time-consuming, require
significant resources and risk providing outdated information in the context of
increased labor market dynamics. Among the disadvantages of analyzing jobs
posted online are: lack of structure, duplication; the need for advanced data
analysis skills (e.g. software, programming, coding) and the Ilack of
representativeness that necessitates their cleaning and quality checking and other
potential issues, including data privacy issues that stand in the way of their
effective use. Among the advantages of analyzing jobs posted online we mention:
the analysis is done almost instantly, large volume of information, in-depth
information about skills and skills needs between and within establishments, low
time and cost-effectiveness, and the veracity of data, since online information
declared by individuals can had a higher degree of truth (ILO, 2020).

The nature and content of work has changed a lot in recent decades, and
therefore new methods of job analysis are needed to see how employees adapt in
this context. Job analysis focuses on understanding what employees do and can be
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defined as “the process by which one gains an understanding of the activity,
purpose, and requirements of a job task” (Sanchez & Levine, 2012). Context
analysis (text mining) can be a viable, current job analysis method that can
illustrate what employees are doing in the broad context of work change (Berkers,
Mol, Kobayashi, Kismihok, Hartog, 2019). This method makes it possible to
automatically extract and analyze tasks from job vacancies posted online that have
a relatively high correspondence with tasks collected using a task inventory.
Content analysis does not replace current job analysis methods but rather
complements them.

Methodology

The analyzes undertaken in this study are based on Cedefop data: Cedefop
Skills Forecast and Skills in online job advertisement. The estimation and
forecasting engine made by the Cedefop center of the European Commission
within the project on "Medium-term forecast of the demand and supply of
qualifications at the level of 2030" represents the most comprehensive and robust
tool of the demand and supply of qualifications both at the EU level and and at the
level of each member state, including Romania. This forecast engine allows both
the analysis of the period 2015-2020 in Romania, from the perspective of
qualifications, as well as the detailed forecast of developments up to the horizon of
the 2030s. Also, the use of the engine allows carrying out comparative analyzes at
the same level of detail between Romania and the EU as a whole and between
Romania and any EU member state at the same level of detail. The projection
methodology has a modular approach, with the following main elements: a)
demand (need for skills and qualifications), with attention to employment (jobs); b)
supply, focuses on available skills and competences, the number of economically
active people and the qualifications they possess; ¢) imbalances, obtained by
comparing the modules analyzed within the two components, supply and demand.
Based on CEDEFOP data, the article will analyze the change in the structure of the
employed population by occupational groups and the demand for replacement and
the increase in employment in the high-tech economy at the horizon of the 2030s,
as well as the most requested skills in online job ads in Romania in Skills in 2020.

Results

In this section, the skills required in the labor market resulting from traditional
methods of analysis and the analysis of jobs posted online will be presented.
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The largest percentage increase in total job demand between 2018-2030 is for
the occupational groups: Specialists (76%), Service and Sales Workers (67%) and
Machine and Plant Operators (57%) and the lowest for skilled agricultural workers.
Total demand is determined by the sum of the net change (jobs abolished/newly
created) and the replacement demand resulting from the replacement of people who
leave a job for various reasons, especially as a result of retirement. Most jobs will
appear as a result of the replacement demand, namely 3403 thousand jobs. The
number of jobs resulting from the difference between newly created and terminated
jobs is only 800 thousand, which illustrates that the potential for new job creation
remains low in the analyzed interval. An important increase of 52% is also forecast
in the case of the occupational group of public workers, which illustrates the
increased need for digitization of public services, in order to increase their access
and transparency, which has achieved marginal progress so far, with systemic
problems related to quality being reported and accessing public services. Moreover,
Romania is behind the member states in terms of acquiring digital skills. In the
case of skilled workers in agriculture and fishing, the largest share of the
replacement request is recorded, at 58%, due to the significant share of this
occupational group in total employment. The share of net change is forecast to be
negative in three occupational groups, Skilled Agricultural and Fisheries Workers,
Armed Forces and Craftsmen and Related Trades which means that the number of
jobs lost increases compared to those created, the share of the sum of jobs
created/lost decreasing in these occupational groups by 31%, 10% and 4%
respectively. In past industrial revolutions, as new skill needs arose, traditional
crafts and trades either became obsolete or their nature changed radically. The
emergence of the fourth industrial revolution (industry 4.0), with the ubiquitous
penetration of digital technologies in business and social activities, will have a
similar impact.
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Figure no. 1 Change in the structure of jobs by occupational groups and replacement
demand 2018-2030 (%)
Source: author processing, Cedefop data, Cedefop Skills Forecast

The analysis of the skills required in the jobs posted online in various fields in
Romania, in 2020, suggests that the skills of accessing and analyzing digital data
(36.7%), working with others (31.7%), are at the top in while resource allocation
and control and promotion, selling and buying have the lowest values of 6.3% and
7.7%. It is also observed that digital skills and contextual skills are at the top of the
hierarchy, those skills that compete in solving the problem, respectively the skills
to deduce, frame and apply.

94



o

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795

ISSN-L:2068-6900

I
i

Accessing and analysing digital data
Working with others

Using digital tools for collaboration, content..

Providing information and support to people
Solving problems

Performing administrative activities
Organising, planning and scheduling
Supervising people

Communication, collaboration and creativity
Liaising and networking

Designing systems and products
Programming computer systems

Protecting and enforcing

Leading and motivating

Creating artistic, visual or instructive materials
Setting up and protecting computer systems
Developing objectives and strategies
Promoting, selling and purchasing

Allocating and controlling resources

Issue 3/2022

I ——— 36,70

I 31,70
I 31,60
I 26,20
I 2570
I 13,20
I 16,20
I 15,20

I 15,10

I 14,70

I 14,30

I 14,20

I 11,30

I 10,90

I 10,70

I 10,30

720

7,70

30

0,00 500 10,00 1500 20,00 2500 30,00 3500 40,00

Figure no. 2: Most requested skills in online job ads in Romania in Skills in 2020
(ESCO level 2) (%)
Source: author processing, Cedefop data, Skills in online job advertisements

The comparison of employment growth in the high-tech economy in Romania
and the EU27, period 2020-2030, highlights a maximum for Romania in high-tech
production and a minimum for the EU27 for the same indicator. Employment
growth in high-tech occupations will be 4.5% in Romania, while in the EU27 it
will be 9.3%. The increase in employment in the high tech economy indicates the
increase in the share of "high technology occupations", the increase in the
technological intensity of the entire country and the share of people employed in
science, engineering and information and communication technology professions.
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Figure no. 3 Employment growth of high-tech economy in Romania compared to
EU27 in 2020-2030
Source: author processing, Cedefop data, Cedefop Skills Forecast

Conclusion

Romania has experienced a decline in the number of employees since the turn
of the century as a result of high inactivity rates among the working-age population
(15-64 years old), the large number of people working in subsistence agriculture,
and significant out-migration of the labor force. On the other hand, the extent of
early school leaving has also affected the competitiveness of the labor force in
Romania. Therefore, it is necessary to make the use of human capital more
efficient, and in this sense, researchers and political decision-makers are looking
for new sources of information to help achieve a better correspondence between the
demand and supply of qualifications on the labor market. The nature and content of
work has changed a lot in recent decades, and therefore, in addition to traditional
methods, new job analysis methods are needed to see how employees adapt in this
context. The use of Big Data and Blockchain applications leads to transparency,
increasing the speed of transactions and automating or simplifying the business
process. Online job portals can serve as a source of Big Data on the labor market.
Looking ahead to the 2030s, the highest total job growth is projected for specialist
sectors and service and sales workers, and the lowest for skilled workers in
agriculture and fisheries, who also have the lowest new employment opportunities.
From the analysis of the skills required in jobs posted online from various fields in
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Romania, in 2020, it follows that the skills to access and analyze digital data are at
the top, imposing the need to intensify the process of acquiring them by the
workforce. In the period 2020-2030, the growth of employment in high-tech
production, in percentage terms, will be 16 times higher compared to that recorded
at EU27 level, highlighting the importance of training on topics related to advanced
processing technologies and new models of business. There is a need to improve
the digitization of businesses by raising awareness of the relevance and benefits of
adopting digital technologies, promoting digital interactions and stimulating
businesses to engage in transnational innovative value chains.
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Abstract

A modern educational institution should create the necessary conditions
for the integration and development of the personal and professional
competences of the teachers in order to obtain a successful career. In the
current context of the educational system in the Republic of Moldova and
Romania, the capitalization of human resources is a priority objective of the
managers of educational institutions. The difficulties they face, the constantly
changing educational reforms, the unpredictable and challenging situations
are known partially or impartially theoretically and practically by teachers
who are beginning to integrate into the institution, and the process of insertion
from educational institutions is often not effective. We will analyse the
characteristics of a successful career but also the motivation for achievement
as an important component of the professionalization process, teachers thus
tending to pursue challenging careers, complex enough, but not so difficult as
to end in failure. Therefore, if professional motivation is an important
endeavor, because it starts from the idea that a large part of everyone's life
spends at work, performance denotes the achievement and ability of the
teacher to respond to tasks and to be a model for those in the organization
when it comes to involvement and responsibility.
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Introduction

Education is the main sector in which a civilized country should continuously
invest in order to ensure the sustainable development of the society, and the
technical-scientific progress in all socio-economic spheres is directly determined
by the educational policies promoted and implemented by the state, but also by the
human resource involved in the complex process of "delivery" of instructive-
educational activities. (Andritchi, V., 2012). The teaching career is often
considered flat or one-dimensional, with little or zero chance of progress — of
expansion, growth or advancement, despite the consensus regarding the need for
continuous personal and professional development. This perspective can have a
negative impact on teachers' long-term motivation and desire for professional
development. It poses problems for both schools, in terms of the workplace, and
education systems, who not only want to retain teachers in this profession, but also
for them to carry out their work with passion and show motivation to promote
change where it is needed. (Panisoara. 1.0., 2015)

All countries have a certain type of competence framework or a set of
expectations that contribute to the definition of pedagogical studies, the
establishment of criteria for the recruitment and selection of teachers and the
identification of teachers' professional development needs. Also, advanced
countries and preoccupied with their own education systems focus on policies for
pupils, students, researchers in one manner or another, following with great
seriousness the career of a teacher from the first steps in the educational
organization through trainers, mentors, information and online counseling,
programs for the development of leadership qualities. (Sultana, R. G. , 2012).
However, we know that there are differences in the countries' offer and that at
European level, these differences in approach to the teaching staff's status persist. (
de Oliveira Rabelo, L., de Mattos, C. R., & dos Santos Abib, M. L. V., 2022)

Most (inter)national surveys and studies give us a lot of information about the
difficulties that some teachers face when trying to find time and get permission to
attend courses and take part in projects that could help them in their pedagogical
work in the classroom or classroom and beyond. They also signal competences for
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whose development some teachers feel they would need more support. (Panisoara.
1.0., 2015)

Career development is decisive by the personal development that occurs over
time, depending on the experience gained, but also on the specific legislation — the
obligation to support / confirm the teaching degree, or the need to follow
continuous training courses for the accumulation of professional development
credits. (de Oliveira Rabelo, L., de Mattos, C. R., & dos Santos Abib, M. L. V.,
2022)

Efficiency, applicability, sustainability, involvement, outstanding results that
are oriented towards the development of skills and personality of the pupils /
students / trainees for which they are directly responsible. (Hooley, T., Watts, A.
G., Sultana, R. G., & Neary, S., 2013)

A teacher is a key figure for every educational system, including the national
education system. The mission of teachers is to improve the educational system, to
implement student-centered learning based on learning outcomes, to train
competences, attitudes, skills, etc. (Lemeni, G., Miclea. M., 2010), The teacher has
the responsibility to ensure the best training and education for young children, to
educate active citizens for society and valuable specialists for the needs of the
labour market [Chirimbu&Sadovei, 2021].

The educational sector can fulfill its mission only if the human resource is a
quality one. The role of the career in the human life has increased in the last 50
years, when the role of personal and professional activity in the process of social
integration was emphasized. Through professional activity, a person manifests his
abilities, communicates and interacts with other people, finds a certain place in
society, has the satisfaction of doing something for himself and for others.
(Andritchi, V., 2012).

In the current context of the educational system in most balkan countries
(Romania, Bulgaria, the Republic of Moldova and Greece) the capitalization of
human resources is a priority objective of the managers of educational institutions.
(Andritchi, V., 2012). The difficulties they face, the constantly changing
educational reforms, the unpredictable and challenging situations are known
partially or impartially theoretically and practically by teachers who are beginning
to integrate into the institution, and the process of insertion from educational
institutions is often not effective. It is found that the initial and continuous training
programs are not focused on the needs of the teachers, and the professional
competences of the beginner teachers are not connected to the changes in the
current educational system or to the performance as an indicator of the success of a
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teaching career. ( de Oliveira Rabelo, L., de Mattos, C. R., & dos Santos Abib, M.
L. V., 2022) All these factors demonstrate the opportunity to apply strategic and
operational actions in the field of management of the professional insertion of
beginner teachers. (Nica, P., & Iftimescu, A., 2004). A modern educational
institution should create the necessary conditions for the integration and
development of the personal and professional competences of the teachers in order
to obtain a successful career. (Iucu, R. , 2007).

Unfortunately, today, in the countries mentioned above, there are not only
problems related to the quality of human resources, but also with a shortage of staff
that directly affects the quality and relevance of education. (Andritchi, V., 2012).
The teaching profession has ceased to be an attractive career alternative for young
people, including because of the image and social status inadequate to its
importance, as demonstrated by several researches.(Popescu. M, Baltaretu. A.,
2012)

Career covers and identifies different roles in which the individual is involved:
student, employee, member of the community, parent, how he acts in the family,
school and society and the suite of stages he can go through in life: marriage,
retirement, etc.; all these considered as a unitary, indivisible whole. In this sense,
everyone has a career and not just those who successfully exercise a certain
profession.

The professionalization of the teaching career is one of the objectives aimed at
the quality of education, and the policies proposed at European Union level
converge towards a common vision of this goal. ( de Oliveira Rabelo, L., de
Mattos, C. R., & dos Santos Abib, M. L. V. , 2022)The current socio-economic
dynamics and complexity require continuous adaptability on the part of teachers.
They are put in the situation to develop, periodically, their professional
competences, in order to meet both the educational needs, updated, of the students,
as well as the scientific innovations arising from research in various fields.
(Panisoara. 1.0O. , 2015)

In the theory and practice of teachers' careers, a situation has been created,
when, on the one hand, their professionalization appears as a priority of the
educational policies, and on the other hand, there is an insufficiency of the
theoretical concepts and of the methodological mechanisms of continuous teacher
training in relation to the institutional and personal needs and of achieving the
inverse connection, as a factor of professionalization of teachers. In this context,
the teaching career is forcibly going through a period of multiple transformations,
the wvast majority of them being determined by the globalization and
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Europeanization to which Romania is a party, by the need to harmonize the
education system with the requirements of the European labour market, but also by
the changes in the educational, political, social, economic and axiological
paradigms. All these imply the continuous increase of the quality of the educational
system, aiming further at the professionalization of the teaching career, by
implementing professional standards in the process of training future educators. (
de Oliveira Rabelo, L., de Mattos, C. R., & dos Santos Abib, M. L. V., 2022)

Literature Review. Aspects of the teaching career

Numerous investigations in various countries have targeted various interests in
the development of the teaching career in pre-university education. Internationally,
the issues of the teaching career were concerned: Cole G.A., Cossette Pierre,
Sonnentag S.

- In Romania, the most important approaches regarding the formation of a
successful career in education are recorded by S.Cristea (the paradigmatic
dimension of lifelong learning), [.Al.Dumitru (the specificity of adult learning),
D.Terzi (the comparative approach of pedagogy and andragogy), R.Iucu (teacher
training), S.Sava (adult education — identity, problematic), A.Niculau (adult
education: Romanian experiences), M.Crasovan (design of in-service training
activities), E.Paun (professionalization of the teaching career).

- The problem of the teaching career has found its reflection in the works of
researchers from the Republic of Moldova: V.Gh.Cojocaru (continuous training of
teachers with leading positions), V1.Gutu (design of standards for in-service teacher
education), A.Gremalschi, A.Cara (design of coninue training standards), V.Olaru
(continuous training of teachers from the perspective of personal needs),
D.Patrascu (managerial dimension of continuous teacher training didactic).
V.Andritchi (continuous teacher training in the context of human resources
policies), L.Pogolsa (continuous teacher training from the perspective of pre-
university curriculum management), T.Callo (conceptualization of in-service
teacher education).

The notion of career has multiple definitions, there being no unanimously
accepted official definition so far, which would meet the consensus of specialists,
in the specialized literature being known different formulations or numerous
opinions.

The current meaning of the notion of career has close connections with the idea
of advancement or evolution of the individual in an activity / occupation /
profession, aiming as an objective the individual evolution, within the broader
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evolution of the community to which it belongs, by acquiring greater
responsibilities, obtaining a status with a higher prestige added, obtaining power,
etc.

Thus, the career becomes a succession of evolutionary moments related to
activities and professional stages crossed by a certain person in relation to the
skills, capacities and educational levels that he goes through and that he develops
over time. (Hooley, T., Watts, A. G., Sultana, R. G., & Neary, S., 2013)

In career analysis, as a concept, there is an obvious distinction between two
dimensions: one determined by internal — individual factors (capacities, needs,
interests, values, objectives) and another by external factors (level of education,
family framework, society, policies and organizational strategies), dimensions
whose role is representative in career development. (Zhao, Q., Cai, Z., Zhou, W., &
Zang, L., 2022)

In the specialized literature we attest several definitions of the notion of
professional career. The differences between them lie in the author's intention to
highlight certain aspects of the concept or to highlight certain connotations:

a) Career — the path of development of a person through learning and work;

b) Career — promotion, climbing the hierarchy of an occupation or organization,
respectively, achieving success [Lemeni&Miclea, 2010].

In any field of professional activity you can make a carcer. We identify the
internal and external aspect of it. Moreover, we attest to attempts to promote the
terms: internal career (recognition and personal satisfaction determined by the
position / professional activity) and external career (appreciation and social
recognition). We therefore infer an understanding of the phenomenon by which we
capitalize on the correlation between the personal and the social factor:

c) Career — personal self-realization through profession and through social
recognition of professional competence.

If we refer to the teaching career, career development is necessarily decisive by
the personal development that occurs over time, depending on the experience
gained at the department and in the educational organization, but also on the
specific legislation — the obligation to support / confirm the teaching degree, or the
need to follow continuous training courses for the accumulation of professional
development credits. (de Oliveira Rabelo, L., de Mattos, C. R., & dos Santos Abib,
M.L.V.,2022)
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Human resources development in education: from motivation for
achievement to performance

The development of human resources in education aims at diversifying the
offers of initial and continuing education and career opportunities for teachers and
other categories of human resources in the initial education and training system.
(Andritchi, V., 2012).

The competences provided for in these education and training programmes will
ensure, first and foremost, the acquisition and development of the competences
rewritten in the European qualifications framework for teachers.(Iucu, R. , 2007).
The actions foreseen under this measure concern human resources in education
from a dual perspective, participants in lifelong learning and knowledge spreaders.
(Popescu. M, Baltaretu. A. , 2012) This area of intervention contributes to the
development of the stock of human capital in education able to provide quality
education focused on the individual personal and professional development needs
of students, to reduce the phenomenon of early school leaving and to increase the
attractiveness of learning. Also, given that the services for guiding and advising
human resources in education are insufficiently developed (Magee, M., Kuijpers,
M., & Runhaar, P. , 2022), not being operational or specific tools for defining
professional and career paths for this category of human resources, the actions in
this field will be correlated with specific measures to increase career development
opportunities for human resources in education. (Klaniené, I., Smitiene, G., &
Vainoré, R. (2022).

We can note here that the motivation for achievement is an important
component of the professionalization process, teachers thus tending to pursue
challenging careers, complex enough, but not so difficult as to end in failure.
(Klaniené, I., Smitiené, G., & Vainoré, R. , 2022). Therefore, professional
motivation is an important endeavor, since it starts from the idea that a large part of
everyone's life spends at work.

Unfortunately, also in educational organizations, the wishes of employees
(teachers) are not enough for the development of a successful career, even if they
take the form of a well-thought-out plan. (Hooley, T., Watts, A. G., Sultana, R. G.,
& Neary, S., 2013) To bring all these components together, the teacher often needs
help from the outside. (Panisoara. 1.0. , 2015)

In the modern world, the organization in which they work becomes the most
important source of support for an employee in career development. (Zhao, Q., Cai,
Z.,Zhou, W., & Zang, L. , 2022)
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This state of affairs is easy to explain - modern organizations see in the
development of their employees one of the fundamental factors of their own
success, and therefore are sincerely interested in developing their careers. Not by
chance, planning and managing career development have become one of the most
important areas of human resource management in the last 20 years.(Nica, P., &
Iftimescu, A. , 2004).

In the educational institution, the emphasis should be placed on the
management of the professional insertion, which constitutes a complex, systemic,
planned, individualized approach focused on learning, monitoring, evaluation,
progress, career and performance, which ensures the quality of the instructive
process, and its effectiveness depends on the degree of collaboration of the
managers, insertion mentors and beginner teachers.(Nica, P., & Iftimescu, A. ,
2004). It is vital to establish strategies for the development of human resources,
especially for academic staff. . (Popescu. M, Baltaretu. A. , 2012) These strategies
should involve self-study, induction, on-the-job training, research and involvement
in projects, e-learning and other formal and informal methods of lifelong learning,
etc. The development of human potential and career development in educational
institutions are essentially based on the process of development of teaching staff.
(de Oliveira Rabelo, L., de Mattos, C. R., & dos Santos Abib, M. L. V., 2022)
Regardless of the method or approach adopted for career development, it must
consider educational actors as providers of the educational service.

Modern paradigms, which assimilate the status of the teacher with that of a
member of a defined organizational structure (school) and, of course, of a
community, also require a different acceptance of roles and, in particular, of
professional identities, with an emphasis from the pragmatic side, personal and
creative part of the process of formation. (Panisoara. I.O. , 2015)

The entry into the teaching profession, the permanent professional development
and the evolution of the individual in his career are points of a continuous
professional subject to the laws of resource management. The needs for mobility,
flexibility and perspective in the professional development of teachers required the
introduction of the carecer term as a support to encourage motivation and
involvement for a successful career in education [Iucu, 2006].

What does success mean in your teaching career and what is a successful
teacher?

In the UNESCO study, entitled Teacher Motivation, Compensation and
Working Conditions, International Institute for Educational Planning, (Paris,
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2006), the following indicators are mentioned for success and performance in
career:

1. Dedication to the profession and to the activity with children;

2. Management of success achieved in the classroom — the professional rewards
that the teacher receives by observing the students' achievements;

3. The status obtained in the community, in that they exercise a respected
profession;

4. The training obtained by the initial and continuous training in the field. (Iucu,
R., 2007).

A good teacher leaves his definitive mark on the harmonious development of his
students, through a sum of essential qualities that help him honor the embraced
vocation. Every parent wants a perfect if for their child, but do we know how to
really recognize a high-performing teacher? (Rostini, D., Syam, R. Z. A., &
Achmad, W. , 2022).

Over time, specialists in psycho-pedagogy have built and reconstructed the
portrait of a successful teacher, recognized by the community. Is it preferable to be
severe and authoritative or tolerant and flexible? (Zhou, J. , 2022). Should they
focus on memorizing or applying knowledge? The theories are numerous, but they
highlight some essential, desirable, native and learned qualities that make a teacher
good. (Panisoara. 1.0O. , 2015)

The most successful teachers have some common characteristics. In the
following lines are mentioned some of them. Every teacher can benefit from
focusing on these important qualities. Success in teaching, as in most areas of life,
depends almost entirely on attitude and approach from the department but also
outside the educational institution, why not on image?! (Panigoara. 1.O. , 2015)

One of the researchers of the aspects of the career management of success in the
educational institution (Professor Ion Ovidiu Panisoara from University of
Bucharest) considers that successful teachers are "builders" of destinies, not just
people who come to school to transmit information to students (similar to the role
of the one who delivers you a product you ordered). Successful teachers are those
who make students leave school with a smile on their faces and come back happy
the next day. Successful teachers are those who know that they have chosen this
career for the huge role of the teaching profession in society (whether society
recognizes this or not!).

Beyond the subject he teaches — a true teacher makes students have self-
confidence, love school and have deep values that will channel their destiny from
here on out. Similarly, any teacher should make all his students feel important.
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Each student should consider that the teacher values him, that he is involved in his
life, that he cares about him and that he trusts his future. Successful teachers trust
their students, know them and cherish them all. But more than that, it also gives
them a vision, it gives them support in their trials, it gives them all their support.
(Panisoara. 1.0O. , 2015)

Here are other features that the online environment cites:

- Successful teachers are driven and have a sense of humor. A sense of humor
can help you become a successful teacher. Your sense of humor can relieve tense
situations in the classroom before they become disturbances. A sense of humor will
also make the class more enjoyable for your students and possibly make students
look forward to attending and paying attention. Most importantly, a sense of humor
will allow you to see the joy of life and make yourself a happier person as you
progress through this sometimes stressful career. (Inandi, Y., Yaman, S., &
Mustafa, A. T. A. S., 2022)

- An effective teacher must have high expectations. Striving to raise the
standard of your students is a merit and a challenge! If you expect less effort, you
will receive less effort. You should work on an attitude that says you know that
students can reach the level of your expectations, thus also giving them a sense of
confidence. This does not mean that you should create unrealistic expectations.
However, your expectations will not be up to the better.

- To create a positive learning environment, your students will be able to do so.
They should know what to expect from you, every day. You have to be consistent.
This will create a safe learning environment for students and will be more likely to
succeed. It's amazing that students can adapt to teachers throughout the day, from
strict to easy. However, they will dislike an environment where the rules are
constantly changing. Many students confuse fairness and coherence. A consistent
teacher is the same person from day to day. A fair teacher treats students equally in
the same situation. (Panisoara. 1.0O. , 2015)

- A positive attitude is a great advantage in life. You will be throwing many
curved balls in life and especially in the teaching profession. ( de Oliveira Rabelo,
L., de Mattos, C. R., & dos Santos Abib, M. L. V., 2022) A positive attitude will
help you cope with them in the best way. A positive attitude should also be
professionally extended to others. The desire to work with others and not to close
the door to your colleagues. They are important qualities. Finally, a positive
attitude must be communicated to the families of students in high-quality
communications. The families of your students they can be your best partners in
the development of students for academic success.
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- One of the principles of teaching should be that everything is in a constant
state of change. Interruptions and interruptions are the norm and very few days are
"typical". ( de Oliveira Rabelo, L., de Mattos, C. R., & dos Santos Abib, M. L. V.,
2022) Therefore, a flexible attitude is important not only for your level. of stress,
but also for the students who are waiting for you to take care of and take control of
any situation. (Inandi, Y., Yaman, S., & Mustafa, A. T. A. ., 2022)

- Flexibility and responsiveness refers to the teacher's ability to make
adjustments in a real-time lesson to meet any changing conditions. Even qualified
veteran teachers will find themselves in a situation where a lesson does not go as
planned, but they can take advantage of what is happening and respond in what is
called a "moment to learn". This quality is because a teacher will persist in attempts
to engage students in learning, even when faced with change. Ultimately, this
quality is measured by a teacher's response to the student who does not understand
or does not understand. (Panisoara. 1.0O. , 2015)

Young teachers must be helped to acquire the knowledge and skills they need to
conceive, conduct and control learning and teaching situations, to develop
competences in modern communication and information techniques, because the
complexity of the pedagogical profession makes it necessary to permanently train
the teacher [Popescu&Baltaretu, 20012].

If we refer to school managers, the positive experience gained over the years in
their training confirms the need to emphasize the development of skills necessary
to increase effectiveness, which involves doing the right things to achieve the
organization's objectives and increasing the efficiency that involves doing things
right (right). [Nica&lftimescu, 2003]. These two aspects are defining in the
appreciation of the managerial activity and are in an interdependence. . (Iucu, R. ,
2007).

Conclusion

The criteria that signify the dynamics of the pedagogical processes in the
educational institution (given that the management activity is not an end in itself)
represent the changes produced that have a positive influence on the personality
development of each student and are materialized in the performance indicators
aimed at: teaching - learning, the support of the student and the school culture and
his performances.(Rostini, D., Syam, R. Z. A., & Achmad, W. , 2022).

The educational practices confirm that the (managerial) performance indicators
within a school mainly refer to the actual management activity of the management
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team by assessing the quality regarding the functioning/development of the
educational institution, the application of managerial functions (informational-
analytical, motivational-purpose, forecasting-planning, organization, control-
diagnosis, regulation-correction) and managerial actions in the fields: curriculum
(elaboration, implementation, development), human resources (recruitment,
training/development, evaluation), non-human resources (material, financial,
informational, time), organizational development/performance of the organization,
management skills, in particular, communication, decision-making, pactication of
leadership styles. (Hooley, T., Watts, A. G., Sultana, R. G., & Neary, S., 2013)

Since performance represents all the elementary logical stages of the action,
from intention to result we cannot separate the result, namely the performance
obtained, from the means and activities by which it was achieved, from the
objectives set to be achieved because a result represents nothing if it is analyzed by
itself. Moreover, if you can't measure, you can't control it. If you can't manage, you
can't improve and you can't be performing. The process of controlling individual
performance is vital to the overall success of management, contributing to the
success of modern school organizations. (Popescu. M, Baltaretu. A. , 2012)

The key principle of performance management and success in education is that
of professional satisfaction of the teacher, a set of positive attitudes of the teacher
towards his professional activity "formed as a result of experiencing feelings of
pleasure in relation to the fulfillment of needs, desires, professional aspirations,
these leading to professional performances, experiencing the feeling of fulfillment,
professional achievement." [Andritchi, 2012].
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Abstract

The 21st century introduced several technological advancements, including
artificial intelligence, and these technologies affected almost every industry in
every country. Freight management services in Zimbabwe had also adapted to
these technologies to keep abreast with global pressures. Hence, embarking on
massive workforce re-engineering strategies and downsizing had been the
most popular strategy. However, organisations have to deal with consequences
of downsizing, and employee commitment as one of these consequences.
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Introduction

Organisational downsizing is not a new phenomenon, with scholars generating
literature, arguments, and models in this regard over the years. Recently,
downsizing has become one of the most adopted methods by organizations to stay
competitive and save their businesses from total collapse (Sikayena, 2017). There
seems to be a consensus on the causes of downsizing amongst both orthodox and
contemporary scholars, with most of them pointing out that businesses need to deal
with the effects of global economic pressures. The increase in gravity towards
better-quality performance to counter fierce global competition clarifies reasons
why companies downsize their businesses (Armstrong, 2008). Mapira (2014)
contends that when organisations experience this harsh reality, they decrease their
labour force to increase competitive advantage, whilst decreasing labour costs to
expand production. Freight management service in Zimbabwe is not immune to
these global pressures. Faced with harsh economic conditions, characterised by a
lack of foreign direct investment (FDI), hyper-inflation, cash shortages, limited
access to foreign currency, and a rapid technology change (artificial intelligence),
more emphasis had been placed on freight management service’s flexibility.

Zimbabwean freight services experienced a myriad of fiscal hardships, ranging
from deficiency of foreign currency, hasty technological advancement, corporate
reengineering, liquidity crunch, and global competition. Cascio (2010) argues that
downsizing is frequently relied upon financial recessions as a reactive strategy,
which became a trend across many sectors in Zimbabwe for more than a decade
now.

Problem Statement

Recessions affected almost all units and sectors across the economy, and for the
past decade, a wave of economic hardships was a norm for Zimbabwe’s business
community, which adversely affected the country’s working class. This putative
hardship for the working class was reinforced by the earlier noted Supreme Court of
Zimbabwe verdict in the well-known case of Nyamande and Anor v Zuva Petroleum
(Pvt) Ltd. The judgement approved companies to terminate a contract of
employment on notice for no-fault. The aftermath of the verdict saw the mass
arbitrary sacking of employees based on the set precedent to terminate an
employment contract on notice. Consequently, frenzied downsizing of
organisations across all sectors in Zimbabwe became the order of the day,
including the country’s freight service sector.
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The above research problem culminated in subsequent questions, which are
presented below.

Research Questions

The above research problem culminated in subsequent questions, which are
presented below.

e What are the effects of downsizing on employees' commitment to the freight

services industry in Zimbabwe?

e What are the implications of using the common law right as a

downsizing strategy to terminate employment contracts on notice?

e How do employees perceive downsizing and commitment?

Research Objectives

= To determine the effects of downsizing on employee commitment.

= To establish the implications of using the common law right as a downsizing

strategy to terminate employment contracts on notice.

= To understand how employees perceive downsizing and commitment.

In line with the research questions and objectives, the following hypotheses
were formulated.

Hypotheses

H;: Monetary causes of downsizing have a significant effect on employee
commitment.

H,: Downsizing, as a change agent, has a significant effect on employee
commitment,

Literature Review

This is a bid to provide an in-depth understanding of the term downsizing, both
orthodox and contemporary scholars have defined downsizing and its related terms.
According to McKinley, Zhao and Rust (2000), downsizing means reducing the
number of workers to optimal levels. The term downsizing can be used
interchangeably with rightsizing. Cameron (1994) hypothesizes that downscaling
displays an approach, which executives apply to reduce the size of their personnel.
Winfield (2004) states that downsizing is a planned and organised decrease in the
workforce to improve performance and flexibility, and to accomplish a strategy to
maximise investors' income. However, there is no consensus among scholars on the
consequences of downsizing. The Consequences of downsizing include negative
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and positive changes in employee commitment, overall organisational
performance, physical and psychological changes on both exiting and remaining
employees, as well as perceived violations of the psychological contract.
Redundancies culminate in a variety of undesirable psychological and physical
well-being. However, some of the consequences of downsizing may be reduced
with individuals who opt for voluntary exit packages (Casio, 2010). Casio (2010)
reiterates that if the process is voluntary, it presents an element of choice and
individual control of remedies to uncontainable and unwanted actions that relate to
both psychological and physical suffering. Downsizing has been widely used by
organisations in Zimbabwe as an immediate response to economic crisis. As a
matter of fact, downsizing has a direct impact on employment relations, including
employee commitment. Theoretically, the current paper was anchored within
Alicia and Ludwig’s (1999) theoretical model of downsizing. The model provided
the motives for downscaling, the effect of downsizing on workers' commitment,
methods of communication, downsizing impacts on the psychological contract, and
approaches to improve commitment throughout the downsizing process.

Theory Underpinning the Study: Downsizing and Commitment Model

In their model, Alicia and Ludwig (1999) provided an exhaustive and
thoughtful understanding of the psychological consequences that the lay-off
procedures impact on the entity's welfare. The model demonstrated the
consequences of layoffs on variations of worker commitment, variations in
physical and emotional job harm (job stressors), and insights into the probability to
continue with the job (job security). Alicia and Ludwig (1999) view job
commitment as a required trait, opposing intention to quit, work effort, and fear of
the unknown. The model also explained perceived fairness as a response of
workers concerning how they view the execution of the whole downsizing process.

In their model, Alicia and Ludwig (1999) included job stressors that comprise
role ambiguity, conflict, and role overload (Alicia and Ludwig, 1999). Ambiguity
imitates uncertainty about opportunities and significances and diminishes the
degree to which workers had control over their jobs (Mapira, 2014). Whereas role
conflict and role overload emanate from job overlaps and staff shortages caused by
downsizing. The above-mentioned variables, coupled with alleged fairness, are
connected to fear of the unknown, referred to as the survivor syndrome in the
model. Downsizing has increasingly become one the most acceptable practice to
cut down costs among organisations, hence the need for researchers to clearly
understand downsizing. The next section discussed the research methodology.
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Research Methodology

To fully answer the research questions and to meet the research objectives this
study adopted a mixed methods research approach. Specifically, an explanatory
mixed method approach was adopted in conjunction with a pragmatic research
paradigm (what works) in a bid to provide answers to the research problem. Data
was sequentially collected in two phases, starting with (phase 1) quantitative data
collection using questionnaires from 156 participants from 3 freight services
organisations. After the quantitative phase, a follow-up qualitative data collection
(phase 2) using semi-structured interviews were employed to solicit in-depth
information from a purposive sample of 10 respondents. Numerical data obtained
from phase 1 using questionnaires was analysed statistically by the means of
descriptive and inferential statistics. A statistical data analysis software package,
Statistical Package for Social Sciences (SPSS) version 27, was employed to
analyse the numerical data. Data collected in the second phase (qualitative data)
was analysed manually through content and thematic analysis. After data was
analysed in both phases of the research, data integration was carefully done using a
side-by-side colour-coded joint display to get an in-depth understanding of the
phenomenon of downsizing and employee commitment.

Results

The data presented in this article was collected using an explanatory sequential
mixed method approach (QUANT—qual) as alluded to earlier on. Quantitative
data was analysed and presented first in the form of descriptive and inferential
statistics. The targeted population to participate in the survey was 200 respondents
from 3 freight services organisations. In total, 200 questionnaires were distributed,
and 156 (n=156) were returned. This constitutes a 78% response rate.
Subsequently, qualitative data was analysed using content and thematic analysis.

Demographic Frequency Distribution

Illustrated below in Table 1, is the frequency distribution for the biographical
questionnaire. The demographic variables of interest are gender, age, position and
level of education.
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Table 1 Demographic Frequency Distribution
Characteristics Category Frequency Percent (%)

Age (Years) 18-30 11 7.1
31-40 70 44.9
41-50 48 30.8
51-60 21 13.5
Above 61 6 3.8
Total 156 100.0

Gender Male 107 68.6
Female 49 314
Total 156 100.0

Job Level Management Level 29 18.6
Shop Floor Level 127 81.4
Total 156 100.0

Educational Level GCEO'Levell 36 23.1
GCE A'Level 47 30.1
Diploma 41 26.3
Degree 14 9.0
Master's Degree 13 8.3
PhD 5 32
Total 156 100.0

Source: Author’s fieldwork
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The frequency distribution shows that out of the total participants, the majority
i.e., 70 (44.9%) were between the ages of 31-40, and participants above 60 years of
age were 6 (3.8%), and they formed the minority of the total participants.
Furthermore, Table 1 above shows that out of the entire participants, 107 were
males (68.6%), forming a majority. At the same time, female participants were 49
(31.4%). This depicts that the investigated industry is male dominated. Moreover,
the frequency distribution of the job levels or positions of the participants shows
that out of the total participants, 29 (18.6%) were managerial employees and the
majority (127), which constitutes 81.4% of the total participants, were shop floor
level employees. In the same manner, the frequency distribution of the level of
education of participants shows that out of the total participants (156), 83 (53.2%)
had a General Certificate of Education either at Ordinary Level (GCE O'Level) or
at Advanced Level (GCE A'Level) constituting the majority of participants.
Participants with undergraduate diplomas, degrees, and postgraduate were 73
(46.7%).

Relationship between Downsizing and Employee Commitment

Pearson's Product Moment Correlation Coefficient (r) was used to analyse if
there exists a relationship or association between downsizing and employee
commitment. Correlation is a measure of relationships and strength between two
variables. It takes a value to -1 or 1 for a test to be significant in Pearson's Product
Moment Correlation Coefficient (r). If the value of r is close to 1, it indicates a
strong positive correlation. Whereas, when r is close to -1, it shows a strong
negative correlation. For this article, two dimensions of downsizing were identified
from the downsizing scale, and these are monetary causes of downsizing and
downsizing as a change agent. The results presented below show the relationship
between employee commitment and these two downsizing dimensions.
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Table 2 Correlations Between Downsizing and Employee Commitment

Correlations
Monetary Downsizing | Employee
causes of as a Change | Commitmen
downsizing Agent t
Monetary causes of | Pearson 1 -.074 381%*
downsizing Correlation
Sig. (2-tailed) 361 .000
N 156 156 156
Downsizing as a Pearson -.074 1 .007
Change Agent Correlation
Sig. (2-tailed) 361 .929
N 156 156 156
Employee Pearson 381%* .007 1
Commitment Correlation
Sig. (2-tailed) .000 .929
N 156 156 156

Source: Author’s fieldwork

Table 2 above shows a significant and positive correlation between the
monetary causes of downsizing and employee commitment (r = .381. p < 0.01).
The assumption that there is a significant relationship between monetary causes of
downsizing and employee commitment was supported. Inversely, no correlation
was found between downsizing as a change agent and employee commitment

(r=.007. p>0.01).

Multiple Linear Regression and Hypothesis Testing
Multiple linear regression analysis was employed to predict the strength of the
relationship between the dependent variable (Employee Commitment) and the
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independent variables (Downsizing as a Change Agent & Monetary Causes of
Downsizing). The problem under investigation was to see if downsizing has any
significant effects on employee commitment in the freight management services in
Harare, Zimbabwe. In line with the research questions and objectives, the

following hypotheses were formulated.
Hypothesis

H;: Monetary causes of downsizing have a significant effect on
commitment.

H,: Downsizing, as a change agent, has a significant effect on
commitment.

Restating the hypotheses into null and alternate hypotheses

Hypothesis 1

Hop: Monetary causes of downsizing have no significant effect on
commitment.

H;: Monetary causes of downsizing have a significant effect on
commitment.

Hypothesis 2

Hp: Downsizing, as a change agent, has no significant effect on
commitment.

H,: Downsizing, as a change agent, has a significant effect on
commitment.

employee

employee

employee

employee

employee

employee

Table 3 Multiple Linear Regression Summary and Hypothesis Testing

Hypothesis Regression Beta R? F t- p-  Assumption
Weights  Coefficients value value supported

H, MCD—EC 383 146 | 13.092  5.116 = .000 Yes

H, DCA—EC .035 146 | 13.092 |« 473 | .637 No

Note. *p < 0.01. MCD: Monetary Causes of Downsizing
DCA: Downsizing as a Change Agent
Source: Author’s fieldwork

Table 3 above shows a summary of the Multiple Linear Regression Analysis.
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The hypotheses tested whether monetary causes of downsizing and downsizing as a
change agent have significant effects on employee commitment. To test the
hypotheses, the dependent variable (Employee Commitment) was regressed to
predict the variables monetary causes of downsizing (MCD) and downsizing as a
change agent (DCA). Sub Hypothesis 1, Monetary Causes of Downsizing
significantly predicted employee commitment, F (2,153) = 13.092, p < 0.01. This
indicates that monetary causes of downsizing have a significant effect on employee
commitment (f = .383, p < 0.01). These results clearly show the effects of
monetary causes of downsizing on employee commitment. Moreover, the R? = .146
depicts that the model explains approximately 15% change in employee
commitment. Therefore, the null hypothesis of hypothesis 1 was rejected, and the
alternative hypothesis was accepted. Inversely Downsizing as a Change Agent
showed a non-significant effect on Employee Commitment, £ (2,153) = 13.092, p
> (.01. This indicates that Downsizing as a Change Agent did not play a significant
role and has no effect on Employee Commitment (5 = .035, p > 0.01). Therefore,
the null hypothesis of hypothesis 2 was accepted, and the alternative hypothesis
was rejected.

Qualitative Analysis

The results of the quantitative phase informed the interview questions. During
the semi-structured interviews, respondents were asked about their perceptions on
main causes of downsizing as well as to comment based on their views the effects
of downsizing on employee commitment. Furthermore, respondents were also
asked to comment regarding the termination of contracts on notice as a downsizing
strategy. Pseudonyms were used to protect the identity of the respondents. The
majority of the participants singled out economic instability as the main cause of
downsizing in Zimbabwe. One managerial participant reiterated how the
organisation struggled to pay employees. In a quoted phrase, the participant
exclaimed that:

"...the organisation downsized due to financial upheavals. The organisation
was no longer able to sustain its daily expenses including the payment of salaries
to the employees due to the unstable rate of the country's currency” (Tesla, senior
management employee).

When asked about the effects of downsizing on employee commitment, the
majority of the participants concurred that commitment was negatively affected
during and after downsizing. However due to lack of alternative employment and
scarcity of employment opportunities survivors had no option but to continue
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working for a downsized firm to earn a salary and sustain their families. The
following responses were the most popular from a majority of the participants. "/
no longer feel connected to the company. If I could find another job I can leave
immediately” (MacOS).

Interestingly, another participant vowed that he was still with the company only
physically to earn a living but his mind was no longer there. This is illustrated in
the quote below:

"Physically I'm there working but my mind is no longer with the company. I'm
only there to receive a salary so that I provide for my family" (Zorin OS, a
shopfloor level employee).

Zorin OS's expression above speaks volumes on how employees remained
working with a downsized organisation without any sense of affection or
attachment to it.

Commenting on the downsizing criteria, the majority of participants were of the
view that termination of contracts on notice was a harsh criterion. Participants had
the following to say: "... of course, notices were given but then it was for only one
month, not the usual three months that we know" (MacOS).

Discussion of Findings

This quantitative and qualitative results were integrated using a joint display
and content narration. Meta-inferences of the integrated results are discussed in
relation to the objectives of the study.

Effects of Downsizing on Employee Commitment

Even though there seems to exist a disparity in the findings of the quantitative
and qualitative strands, it was deduced through meta-inferences that the existence
of Continuance Commitment was evident throughout the study. Quantitative
findings indicated the existence of commitment after downsizing without clarifying
the exact type of commitment. To demystify this ambiguity a follow-up was done
through qualitative analysis, which indicated that employees continued to be with
the downsized organisations because they had no alternative employment
opportunities.

The above notion is consistent with Alicia and Ludwig's (1999) model of
downsizing and commitment which posits that during financial crises,
organizational downsizing will cause a shift from affective commitment to
continuance commitment due to fear of financial loss and survivors’ un-
employability in other organizations. Simply put, employees were forced to remain
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and continue with the downsized organisation owing to a lack of alternative
opportunities and fear of losing their income.

Meta-inferences of the results suggest that employees are merely committed to
the downsized organisations because they had no alternative employment
elsewhere. Hence, they had no other option other than to continue with their
organisations after downsizing. Relevant, reviewed literature acknowledges this
type of commitment as continuance commitment (Alicia and Ludwig, 1999; Meyer
and Allen, 2004; Allen and Meyer, 1997; Meyer and Herscovitch, 2001). Research
findings for the study’s demographics (Table 1) indicate that a majority of the shop
floor employees, comprising 81.4% of the total study population, did not have
meaningful qualifications, which explains why they had limited opportunities for
alternative employment. These findings are consistent with Allen and Meyer’s
(1997) argument that employees with fewer skills are the ones who fall into the
category of continuance commitment because they fear that if they leave the
organization, they are less likely to find employment elsewhere. Allen and Meyer
(1997) assert that employees can choose to remain with an organization simply
because they fear losing their earnings or savings, which leads to continuance
commitment. Building on the work of Allen and Meyer (1997), Meyer and
Herscovitch (2001) claim that employees who fall into the category of continuance
commitment are regarded as ‘perceived cost mindset’, as their commitment is
driven solely by financial gains. This assertion was undisputedly supported by the
research findings of this article.

Implications of using the common law right as a downsizing strategy to
terminate employment contracts on notice

The second objective was to establish implications of terminating employment
contracts by using the strategy of the employer's common law rights. The research
findings confirmed the researcher’s assumption that using the employer’s common
law rights to terminate employment contracts as a downsizing strategy, resulted in
a frenzied downsizing process in Zimbabwe. This was also consistent with the
available literature. In agreement with the findings, several scholars state that the
judgement, which led to the use of employers’ common law rights to terminate
employment contracts on notice opened a new variety of downsizing in Zimbabwe,
which left employees at the mercy of the employer through their implementation of
a frenzied downsizing strategy (Makings, 2016; Kuwanza, 2017; Mucheche, 2017).
Similarly, Kuwanza (2017) declares that the judgement opened a floodgate for job
cuts across all sectors in Zimbabwe.
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The research findings suggest that the downsizing strategy used by many
organisations caused panic in employees who eventually lost trust in their
organisations as they were not well informed about the downsizing criteria. This
scenario negatively affected survivors' commitment as they feared for a second
wave of downsizing. In support of this notion, the downsizing and commitment
model by Alicia and Ludwig (1999) argued that survivors' perceptions of becoming
victims of future downsizing led to high-stress levels and depression, which
eventually leads to poor work performance. In the same vein, Matika et al (2017)
were of the view that with a considerable amount of job insecurity, even a fair
downsizing process would not convince survivors of continued employment.
Intentions to leave were indicated by the participants in the research findings.
However, scarcity of alternative opportunities was suggested as the main reason for
employees to remain with the same organisations. Hence, the existence of
continuance commitment.

Perceptions of employees with regards to downsizing and commitment

The third research objective was to understand the perceptions of employees on
downsizing and commitment. The research findings suggested that employees were
of the view that downsizing was justified due to the economic hardships, which
were faced by organisations. Almost every sector in Zimbabwe was hit by serious
financial hardships characterised by acute cash shortages and a lack of foreign
direct investment (FDI). These findings are consistent with the literature available
on the topic under study. According to Matika (2017), hyperinflation coupled with
a lack of investor confidence in the then government of Robert Mugabe affected
industry and commerce in Zimbabwe, and this led many organisations across all
sectors to downsize their workforce.

Conversely, results suggested that Downsizing as a Change Agent through the
adoption of technological changes had no significant effects on employee
commitment in the freight management services in Zimbabwe. The assumption that
Downsizing as a Change Agent and the widespread need for organisations to adapt
to new technologies have a contributory effect on downsizing and employee
commitment was not supported by the result. This is not in agreement with
contemporary views on the 4th Industrial Revolution literature. Johnston (2019) is
of the view that organizations are mainly downsizing to cope with the demands of
artificial intelligence and automation. However, in the Zimbabwean industrial
context, this was not the case, as indicated by the results. Interestingly downsizing
was reported to be mainly due to financial crises. This suggests that as the world
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progresses into an era of artificial intelligence (Al) and internet of things (IoT),
Zimbabwean organisations were faced with acute financial challenges, hence
downsizing was not a result of the need to adapt to these technologies.

On the other hand, the research findings suggested that downsizing has
remarkable effects on employee commitment. As alluded to earlier, there was little
evidence to support the existence of affective and normative commitment in the
research findings. The popular perception of employees on commitment indicated
that downsizing negatively affected employee commitment. However, due to a lack
of alternative opportunities, there were no better options for survivors than to
continue with downsized organisations. This proves the existence of employee
commitment. This scenario exacerbated some challenges related to the
physiological and psychological effects of downsizing.

Both employers and employees reported having encountered challenges during
and after the downsizing process. The challenges, which were rampantly reported
are related to physiological and psychological effects of downsizing, which include
workload, job insecurity/fear of the unknown, stress, and mental breakdown among
other challenges. The results are in agreement with Akiyemi's (2018) assertion that
survivors' perceptions of becoming victims of downsizing in the near future will
lead to high-stress levels and depression, which eventually leads to poor work
performance. To make matters worse, employees in Zimbabwe do not have any
alternative job opportunities to help them to escape this scenario. The situation has
forced employees to quit and stay as described by Cangemi (2000) who posits that
employees can remain with an organisation physically but their minds will be
elsewhere.

Limitations of the study

The generalizability of the findings of this study is subject to certain limitations
including lack of adequate responses, use of basic analysis techniques, researcher
bias and time constrains. The scope of this study was limited to the freight
management service sector in Zimbabwe. These should be thought out when
generalizing and interpreting the research findings. The researcher targeted to
collect data from more than 200 participants in its quantitative phase.
Unfortunately, the present research managed to solicit data from 156 respondents
in the quantitative phase due to limited access to data and a lack of response from
the targeted participants. It is worth mentioning that data access was limited due to
travel restrictions and limited access to company visits due to Covid-19. Therefore,
the researcher struggled to gain access to participants as several organisations
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declined permission and access citing covid-19 related issues. As alluded earlier
on, this study was conducted amidst a global pandemic and a relatively huge
amount of time was lost due to lockdowns and international travel restrictions. The
researcher failed to timeously access data and this delayed the research progress,
data collection at one point came to a complete halt. This might have slightly
affected the research outcome. Notwithstanding the limited amount of time, this
study offered valuable insights on the existence of continuance commitment and
the untold challenges faced by employees of downsized freight management
services organisations in Zimbabwe.

Recommendations

Based on the research findings, the following recommendations are worth
pondering in order to improve sound employment relations within the freight
management services in Zimbabwe.

A need to avoid ‘termination on notice’ as a downsizing strategy

Organisations that wish to downsize in the near future in Zimbabwe, especially
freight and logistics organisations should endeavour to consider other downsizing
strategies and alternatives. More than that, lawmakers and judiciary bodies should
consider enacting robust and non-exploitative legislations to regulate downsizing
as opposed to the use of employer’s common law rights to terminate contracts on
notice for no-fault as a downsizing strategy. In a nutshell, downsizing using
frenzied downsizing strategies should be avoided at all costs, and organisations in
Zimbabwe should consider the use of strategies that are widely acceptable as well
as paying out acceptable exit packages to mitigate the effects of downsizing on
both exiting and remaining employees.

Open communication and consultation should be considered

It was deduced from the study that communication and consultation strategies
should support planning and implementation of downsizing as it encourages
employee involvement and provides clarity to employees’ prior, during, and after
the downsizing process. Issues of job security and work changes were indicated in
the findings and these were reported to be negatively affecting levels of
commitment. It was therefore deduced that communication and consultations help
to minimize the effects of downsizing on employee commitment. It is therefore
recommended that organisations should consider the use of effective and credible
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communication during downsizing as it cultivates trust and enthusiasm among
employees.

There is a need to consider social support to both outgoing and remaining
employees

The research findings suggest that apart from financial loss, downsizing causes
both outgoing and remaining employees to suffer low levels of self-esteem, high
levels of stress, and signs of depression as well as negative career attitudes. It was
found that remaining employees usually suffer survivor syndrome, which is a
combination of emotions triggered by fear of the unknown, anger, feelings of guilt,
low morale, and intentions to leave. However, providing employees with social
support services was identified as an important way to ameliorate the above-
identified negative effects. In a nutshell, in order to avoid absenteeism, sabotage,
and employee turnover, downsizing organisations should consider implementing
social support as it helps to gain employees’ trust and to deal with fears of
uncertainty. This improves employee commitment and creates a feeling of
organisational citizenship among the remaining employees.

Retraining of remaining employees should be considered

The results suggest that while some employees are downsized the same amount
of work remains, hence causing potential role overload and role ambiguity for
remaining employees. As a result, intentions to leave due to employees’
perceptions of role conflict were rampantly reported. However, retraining
employees will reduce risks of role conflict and role ambiguity and assist
employees with the transition to be able to assume new roles. With that in mind,
remaining employees will be equipped with a diversity of knowledge and skills,
which will enable them to multitask and use improved methods of production to
avoid working overtime. Training will also assist the transition by helping
employees to get prepared for challenging roles and eventually accept change.

Conclusion

This article significantly concludes that there is a strong existence of
continuance commitment among employees in the freight and logistics sector in
Zimbabwe. Despite a frenzied downsizing exercise by organisations in Zimbabwe
over the past decades, the reason behind the existence of continuance commitment
was identified and understood to be exacerbated by a lack of alternative
employment and fear of losing income by employees. It was further established
that employees in the freight management sector endured untold physiological and
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psychological breakdowns due to frenzied downsizing strategies employed by
organisations in Zimbabwe. The existence of physiological and psychological
breakdowns is an indication that downsizing has a negative effect on affective and
normative commitment. Nevertheless, the present article capitalised on the benefits
of Mixed Methods which helped to demystify the hidden truths behind the
existence of continuous commitment in a downsizing organisation. This study may
be relied upon by academics, lawmakers, and policymakers as a departure point in
developing robust business and labour sensitive policies.
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Abstract

The report presents the objective need for motivation as an element of
managerial impact in the Ministry of Internal Affairs. The activity of the state
administration should correspond to the high public expectations for
professional competence, legality, integrity, correctness, and responsibility.
That is why motivation is the key element that leads to the formation of specific
behavior aimed at the observance of value orientations in the performance of
official duties and is an important prerequisite for the prevention of corrupt
behavior among the employees of the Ministry of Internal Affairs.

Keywords: motivation, management, Ministry of Internal Affairs, public
sector, state administration, corruption

JEL Classification: H56

Introduction
National security is a state in which subjects, society and the state possess the
ability to effectively oppose various threats. The public sector in any country is
largely related to its security system, insofar as its main mission is to ensure the
protection of the rights and freedoms of citizens, combating crime, protecting
131
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national security and preserving public order. The specificity and variety of
activities carried out by the state administration determine a complex
organizational structure, which implies the engagement of employees with
professional competence in many different areas.

At the same time, higher requirements are set for civil servants regarding their
professional competence, skills for working in a tense and dynamic environment,
and discipline. The work process is often accompanied by performing multiple
tasks and assuming responsibilities, accompanied by high levels of stress and the
need for self-discipline. That is why the motivation of employees in the Ministry of
Internal Affairs is a key factor in the formation of specific behavior aimed at the
observance of certain values: legality, preservation and protection of human life,
respect for the dignity and rights of citizens, honesty, correctness, competence and
responsibility. Following these value orientations in behavior is an important
prerequisite for preventing corrupt behavior.

Literature Review

A large volume of literature sources was studied in order to form a methodology
for work. The literary review includes literary sources in Bulgarian, Russian and
English, by Bulgarian and foreign authors, normative documents and publicly
available resources on the Internet, which have attitude to the problems of
motivation, training and corruption behavior as a negative social phenomenon.
Among them are authors whose scientific works are fundamental in clarifying
motivational processes, training and human resource management, as well as
publications, made in the last 5 -10 years.

For example, the problems associated with studying the essence of motivation
as a process of managerial impact, are described by the following authors:
Abraham Maslow, Burrus Skinner, Alexey Leontiev, Pol Lawrence and Knighton
Noria, Frederick Herzberg, Maria Andreeva, Elitsa

Petrova, Marin Paunov, Trifon Trifonov, Petar Nikolov, Yosif Iliev, Zakharin
Markov, Kamen Kamenov, Anatoly Asenov and others.

Information about the conceptual apparatus in the field of countering corruption
and corrupt behavior, as well as the prescribed standards in the activity of the
administration are contained in

the normative documents: Penal Code, Code of Administrative Procedure, Law
for Counteraction of corruption and confiscation of illegally acquired property,
Ethical code of conduct for civil servants in the Ministry of Internal Affairs, Code
of behavior of employees in the state administration.
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Corruption as a negative social phenomenon in the public sector

Corruption is a negative social phenomenon with its own specific characteristics
and forms of manifestation. The legal definition of the concept of corruption is
contained in Art. 3, para. 1 of the Law on Combating Corruption and Confiscation
of Illegally Acquired Property, published in the State Newspaper No. 7 of January
19, 2018, last amended and supplemented by State Newspaper No. 12 of February
12, 2021: "Corruption under the meaning of this law is present when, as a result of
the high public office held, the person abuses power, violates or does not fulfill
official duties with the aim of directly or indirectly obtaining an unobservable
material or immaterial benefit for himself or for other persons.".

Relative to the functioning of the security sector, the phenomenon of corruption
is marked by a particularly high degree of public sensitivity and reprehensibility.
Violations of official duties or criminal acts committed by employees of the
Ministry of Internal Affairs, who by law should be an example of professionalism,
correctness and integrity, reduce public trust in the institutions, undermine the
authority of the state administration as a whole and give rise to a feeling of anxiety
and uncertainty in statehood in general. Therefore, an effective set of motivational
impact measures is needed in order to prevent possible manifestations of corrupt
behavior on the part of public sector employees at all stages of development of the
personnel process.

The most important factor for any organizational unit is the human resource
with its personal qualities and professional skills. The strategic perspective of the
organization depends on his competence, willingness to learn and future potential
for development. The motivation and behavior of the individual can be effectively
changed in the way of supporting the desired reactions and ignoring the unwanted
ones, and the conscious impact in the human resources management process favors
their effective use and development.

Given this, the motivation of human resources in the security sector has a key
influence on the way employees perform their official duties, supports the
subjective need for lawful behavior, increases the sense of professional competence
and social necessity of the profession and prevents the manifestation of corruption.

Peculiarities of the motivation of human resources

Motivation is the force that causes people to act, to treat someone or something
in various situations in a way that they themselves choose. In a generalized form,
we can present motivation as a process that prompts an individual to behave in a
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certain way and largely predetermines his behavior in terms of form, direction,
intensity and duration.

Motivation is the force that causes people to act, to treat someone or something
in various situations in a way that they themselves choose. In a generalized form,
we can present motivation as a process that prompts an individual to behave in a
certain way and largely predetermines his behavior in terms of form, direction,
intensity and duration. Motivation is a reflection of the relationship between a
person and society, and as noted by the English specialist Michael Armstrong:
"Motivating people means directing them in a certain direction and taking the
necessary steps to get them there."'

According to psychological science, the origin of the word motivation comes
from the Greek word "motivun", which means a reason why something moves.
Social sciences, on the other hand, accept the Latin "movere" as the origin of the
word "motivation", which means "move", "stir", i.e. a reason to do something, an
occasion to take some action.

Generally speaking, motivation is a phenomenon related to the essence of a
particular person. The role of the manager is to create those conditions that will
provoke employees to be actively involved in the work process and to perform
their official duties with a conscious desire. Therefore, motivational expression can
be defined as "the desire to show a high level of effort towards the achievement of
the organization's goals, conditioned by the efforts to satisfy some needs of the
individual"?. Therefore, the three key elements of motivation include effort,
organizational goals, and needs.

The motivational process can be described by the following steps: First, a given
initial stimulus appears, which is realized by the individual as a need. Second, the
internal tension in the individual increases. Third, the energy hidden in this tension
conditions a certain behavior by the person whose goal is to reduce or satisfy this
need. Between the choice of behavior and the actual behavior intervenes the ability,
because a person may not possess the necessary basis for satisfying his needs.
Fourth, with the satisfaction of the need, the tension in the individual decreases.
Fifth, a new need arises, after which the cycle repeats itself. 34

! Armstrong, M. Human Resource Management Handbook, Delphin Press, Burgas, 1993.

? Markov, Z., Human Resources Management in the Armed Forces of the Republic of
Bulgaria, Military Publishing House, 2011.

= Petrova, Elitsa, Basics of Management, Veliko Tarnovo, 2013, IC of Vasil Levski
National University, Veliko Tarnovo.
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Content theories of motivation have a significant scientific contribution to the
clarification of motivation and its importance for human resource management.
However, they do not take into account the changing characteristics of the
situation. Therefore, this gap in science has been filled by process motivational
theories, which explain how a person exerts effort, pursues different goals, and
chooses a particular type of behavior. It is through procedural theories of
motivation that the thesis is justified that motivation is higher when clear and
specific goals are set before the individual. People evaluate their performance by
comparing, on the one hand, what they have put into the work and what benefits
they have received, and on the other hand, comparing the benefits that another
person has received. At the same time, financial results are not the only measure of
effectiveness of the efforts and work invested. The feeling of being valued, of
recognition, of opportunities for career development can prove to be very effective
motivating incentives.

The motivation of human resources as a management function in the
Ministry of Internal Affairs.

Management activity in any organization is a unity of planning and goal-setting,
taking into account motivation factors and their impact on employees. These
activities are carried out with a relative degree of uncertainty in terms of the
potential development of processes, the emergence of the need to manage crises
and permanent resource limitations. In order to be able to adequately respond to
public needs and expectations, the Ministry of Internal Affairs should have
motivated employees whose activities are characterized by professionalism and
expertise. In view of this, it is necessary to allocate a priority place to the activity
of human resources management, the projection of which is the improvement of
efficiency and effectiveness in daily official activity.

A main management function in the public organization is to motivate the
human resource for effective work and use of own potential more fruitfully. The
existence of diverse concepts and views on this issue is the testimony of the great
complexity of the problems of personal motivation. Motivational theories are a
complex construct combining elements of need theories, socially acquired
knowledge, behaviorism, cognitive, psychoanalytic, and biologized theories.

The subject of the motivation of employees engaged in the security sector is
extremely important for managers at all levels of management. Finding, retaining
and developing quality personnel, maintaining a high professional level and
competitiveness in the modern reality are important not only for the functioning of
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each organization, but also for its successful influence on the functioning of the
public sector as a whole.

The relationship between the public organization and its employees is a function
of the motivational factors combined with the management's ability to organize the
activities of human resources and direct them towards the realization of common
goals. Every manager in the public sector needs to know the conditions that
motivate employees to willingly give maximum effort. Motivation is a prerequisite
for the effectiveness of the activity.

Performance standards are an important element of the functioning of the state
administration. Society makes increasingly high demands on all aspects of state
administration. Public control over the actions or inactions of public officials in
their capacity as administrative bodies is an established mechanism for improving
the work and the implementation of civil control for compliance with the principles
of accessibility, publicity and transparency of the activity.

The ethical rules in the work of the state administration are usually covered in
ethical codes with different content and scope, but containing unchanging common
values: service in favor of the public interest; respect for laws and regulations;
openness, responsibility and accountability to citizens and businesses;
independence and impartiality; professional training and competence. Compliance
with them is an essential prerequisite for the prevention and non-admission of
corrupt behavior.

A kind of mechanism for counteracting corrupt behavior is the legally regulated
opportunity to submit proposals and signals concerning the activities of state
bodies. Normative regulation of "reports" in the sense of the Administrative
Procedure Code (Pub. SN. No. 30 of April 11, 2006, final change and add. SN. No.
15 of February 19, 2021) is contained in chapter eight "Proposals and reports", Art
107, para 4 of the code: "Reports can be submitted for abuse of power and
corruption, mismanagement of state or municipal property or for other illegal
actions or inactions of administrative bodies and officials in the respective
administrations, which affect state or public interests, rights or legitimate interests
of other persons", Art 107, para 4.

Taking up a civil service in the Ministry of Internal Affairs is mandatory to a
high degree from the point of view of professional responsibilities, ethical rules
and the image that is built for the civil servant in public perceptions. It is
motivation, continuous training, strict and correct performance of official duties,
accurate application of laws and other normative acts that are a way to increase
public trust and to minimize potential corruption risk.
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The analysis of the motives that push the individual to the corruption show that
they can be classified into two groups - basic and accessory. The main motive for
committing any act of corruption is the desire for personal enrichment. Additional
motivations are: a sense of impunity for wrongdoing; the feeling of power arising
from the position held; the notion of solidarity in illegal activity.

Corruption acts, in some cases, represent disciplinary violations and are
sanctioned by administrative order, and in more serious ones, they constitute a
crime and are a prerequisite for seeking criminal liability.

Studying the reasons and conditions that favor, respectively hinder, the
performance of corrupt practices by the employees of the Ministry of Internal
Affairs, is an important prerequisite for the implementation of preventive activities
in the public sector. Emphasis on ethical values when conducting training and
retraining of employees in the course of their career development is an appropriate
preventive measure when addressed to units vulnerable to corruption. This could
lead to an improvement of the security environment, to a sense of satisfaction in
society and to an increase in trust in the state apparatus, as well as confidence that
these bodies are able to protect the legitimate rights and interests of citizens.

The system for preventing and countering corruption in public sector
organizations includes various forms of influence. These are system input control;
disciplinary practice; managerial control; control over management activity, video
surveillance, and others.

Conclusion

Dynamic socio-economic changes, life in the conditions of crisis situations and
the need for timely adaptation of public organizations to the changing environment,
impose the need for a new attitude to motivation and its importance for the
successful coping of the individual with the changing reality.

Motivation is an ongoing process. People are motivated by what they expect to
happen as a result of some action or behavior on their part. Therefore, the most
important thing when building the motivational system is to take it into account
with the specifics of the specific organizational unit. The effect of motivation is
stronger when the individual knows what will be the result of his work and expects
this result.

The state administration as a whole can be related to the elements of the security
system, insofar as it is a question of structures of important public importance,
powers and responsibilities covering all spheres of public life and competences
over the entire territory of the country. This places high professional and ethical
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demands on the employees who work in the public sector, regardless of their
hierarchical position in the institutions. Only the harmony between motivation and
official duty could be a guarantor of efficiency and legality in the performance of
official duties, as well as serve to increase the trust and support of society.

The prevention of corruption acts in the Ministry of Internal Affairs is a
purposeful process of finding, selecting, appointing, training and retaining
motivated employees, whose subsequent motivation in the work process is the
result of daily efforts on the part of the management team to create a suitable
environment and working conditions and to achieve adequate and lawful results in
the activity. In the structures of the state administration, sufficient mechanisms are
provided and exist to influence both the prevention of corruption and any other
negative manifestations that may occur during the performance of daily official
activities by the human factor. In order for these mechanisms to be maximally
effective and adequate in accordance with the dynamic and changing socio-
economic reality, they must be applied by motivated and professionally trained
management personnel.
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Abstract

Globalisation has been perceived as the integration and spread of
information, processes and technology across organisations and nations. It
has accelerated transformation and change in organisations, with the effect of
strengthening or, as the case may be, weakening employment relations within
organisations. Globalisation has been characterised by a rise in the use of
casual employees, decentralisation and continuous advancement in
technology, which ultimately affects employment relations. Therefore, this
paper sets to explore the effects of globalisation on employment relations in
South Africa’s film industry. The current investigation adopted a qualitative
research approach, which was carried out in an organisation within the film
industry in the city of Johannesburg, South Africa. Purposive sampling was
used to collect data from ten employees at various levels in the organisation.
Data was obtained by means of semi-structured face-to-face interviews with
the research participants. The findings revealed that the effects of
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globalisation are twofold, as it has both positive and negative effects on
organisations. From a positive perspective, it was found that globalisation has
helped to promote inclusive workplaces, effectively manage tensions and
conflict in the workplace, and improve communication between parties in the
employment relationship. Furthermore, it was discovered that interactions
between management and employees have increased since globalisation.
Conversely, the current findings uncovered that there are increasing tensions
in the employment relationship. There is also evidence of less training to
workers in the film industry. The findings further revealed that using casual
employees in the film industry has increased, and many of them are confronted
with several challenges, as they do not get the same benefits that their
counterparts in permanent employment receive. Hence, generally, this paper’s
outcome could be used in organisations to address some of the negative effects
of globalisation in respect of relationships in the workplace, particularly in the
film industryg.

Keywords: Globalisation, employment relations, casualisation, conflict,
decentralisation.

JEL Classification: J01, J53, J81

Introduction

Human resources divisions in organisations are transforming, as contemporary
businesses face complex challenges and prospects. Currently, this transformation
occurs owing to factors such as globalisation as a result of rapid changes within
businesses (Kapoor, 2011). Due to its emphasis on diversity management,
globalisation also has a profound impact on how organisations deal with their
employees. Globalisation is vital for employment relations ethics, as it influences
how management treats its employees (Cambridge, 2001). Workers in the film
industry are more often than not independent contractors rather than permanent
employees. Since the dawn of globalisation, organisations in the film industry have
increasingly made use of casual employees. Hence, due to globalisation,
employment relations to some extent seem to have been strained.

Employees are amongst any organisation’s most essential and valuable assets
(Sequeira & Dhriti, 2015). Employment relations involves handling remuneration,
dealing with employment practices, employment contracts, empowering
employees, and communicating with employees (Sequeira & Dhriti, 2015). All
these different aspects of employment relations contribute to building a good

140



ﬁ Annals of Spiru Haret University.
(@ Economic Series
//""\ Since 2000

ISSN:2393-179% ISSN-L:2068-6900

Issue 3/2022

employment relationship. However, the film sector has an ongoing history of
insecure jobs, which is characterised by unclear contracts and the questionable
employment status of its workforce (Myers, Van Liemt, Bibby, & Servoz, 2014).
This tends to harm employment relationships, as there are blurred and indefinite
employment relationships in the industry. Most workers in the film industry have
long and irregular hours, as well as low and variable pay. Several film industry
workers have temporary contracts, leading to low job security (Myers et al., 2014).

To effectively equip organisations for a growing global organisational setting,
managers need to comprehend the effects of globalisation on employment
relations. This helps them to cope with the effects of globalisation, as they are fully
aware of its implications such as workplace conflict and diversity. This article
explores the effects of globalisation on employment relations in the South African
film industry.

Problem Statement

The dawn of globalisation has witnessed increases in global competition, job
reallocation, and outsourcing, as well as new forms of employment such as the use
of casual labour in organisations. This has adversely affected employment
relations, as the use of more temporary workers prevents employees from enjoying
the same benefits as permanent workers. Employment relations have been further
strained because employees feel that organisations are not meeting their needs,
while the increased use of machinery to replace manual labour as means to remain
competitive, has added to employees’ job insecurities. There has been extensive
research on the impact of globalisation on employment relations in other industries,
but none has been conducted on the effects of globalisation on employment
relations in South Africa’s film industry. The above problem statement prompted
the article’s research question, which is outlined below:

Research Question
o What are the effects of globalisation on employment relations within South
Africa’s film industry?

Research Objectives
e To explore the effects of globalisation on employment relations in South
Africa’s film industry.

Literature Review
Globalisation in the film industry
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Comepetition in the film business has intensified under globalisation (Rosnan &
Aziz, 2012). The film industry, much like other industries in this era of
globalisation, is a global industry and is internationally driven (Tuomi, 2006). It is
vital for management and employees to understand the concepts and ideologies
around globalisation, as they may affect the employment relationship. The film
industry rests on complex and informal employer-employee social relations, where
the two parties’ previous interactions have built trust for future projects together
(Lorenzen, 2008). Therefore, some temporary employees may not be re-hired
owing to this factor, which may cause conflict as they would consider the re-hiring
process to be unfair, and difficult to by-pass. Quite a number of employees in the
film industry have shifted from being broadcasters to working as freelancers or
independent producers (Liang & Sendanyoye, 2014). According to Gertjan (2017),
stagnant pay, overtime, and job insecurity owing to globalisation are a few critical
labour issues at stake in the film industry. Employment-related issues have risen in
the film industry owing to globalisation.

Employment relations in the film industry

The film industry has experienced major changes in the past twenty years,
characterised by changes in the labour market, and in work organisations both
within employment relationships and through commercial contracts (Liang &
Sendanyoye, 2014). Employment relations may differ in different industries owing
to different externalities, for example, employment relations, where a “standard
employment contract” in the finance industry is likely to be different to that of a
“casual employment contract”, which is common in the film industry. All
employment rights apply to permanent employees, while freelancers only have
limited employment rights (Korotayev & Grinin, 2013). Tension in the film
industry has risen owing to this fact, as most employees in this industry are
freelancers and independent contractors.

Globalisation enhances competitiveness at organisational level, resulting in
management adopting strategies to increase effectiveness, productivity, quality,
and innovation (Spooner & Haidar, 2005). Globalisation has influenced technology
and vice-versa (Ukpere, 2009). The film industry is in a state of flux and subject to
ever-changing technology. Moreover, in the globalisation era, the film industry acts
as a significant means through which technology is transferred, enhancing the skills
base of employees in South Africa (Tuomi, 2006). With innovation being on the
rise, and vital for organisations’ competitiveness, there is a possibility of the use of
robotics replacing human beings in the future, and this has resulted in increased
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insecurity. This may make it difficult for management to build trust in the
organisation, hence negatively impacting employment relations.

Globalisation and trade unions

Globalisation is not only a significant pattern, which develops the integration of
markets and the movement of resources, but it also encompasses intense
competition between management and trade unions (Lee & Kang, 2012). Labour
unions consider job security to be a priority (Lee & Kang, 2012). Involving trade
unions in the development of an organisation's human resource management
policies helps to create harmonious employment relations (Olungo, 2017).
However, organisations now approach employees directly as individuals or in
groups rather than via their representatives (Sarkar, 2011). Currently, there has
been less use of trade unions in the film industry, because labour law now covers
what trade unions did conventionally; hence, there is a possible threat of decline in
the use of trade unions (Lee & Kang, 2012). This may increase burdens for
employees whom trade unions supported previously (Olungo, 2017). This is
because they no longer have trade unions to support them, or to act as a third party
in the employer-employee relationship.

Labour market developments since the dawn of globalisation

Over the past years, labour market developments have increased owing to
globalisation. Ali (2005) mentions that globalisation has also contributed to weaker
labour movements, increased casual labour, and unemployment. Consequently,
labour markets are susceptible to unfair labour practices, discrimination, and
exploitation (Shah, 2005). Today, as an effect of globalisation, and the employer’s
pursuit for flexibility, non-standard work arrangements have emerged. The
continuous shift of employment in labour means that the composition of the
workforce is increasingly becoming diverse and dispersed (Pulignano, Kohler, and
Stewart, 2016). In the film industry, there is growth of non-standard employment
patterns in the form of casualisation, externalisation, and informalisation of work.
Casualisation divides employees into permanent and non-permanent employees.
Temporary employees are usually poorly remunerated (Hudson, 2014), and have
minimal to no training and development opportunities.

Autonomy in organisations

Globalisation has enabled autonomy and high-level involvement on the part of
employees in organisations. The degree of autonomy granted to the employee is
crucial in employment relations (Edwards, 2009). Employers use employment
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relations in ways that enable employees to be content with being part of the
organisation (Abbott, 2006). Bingham (2016) indicates that employees like to be
entrusted to do their work without supervision, although at the same time they do
not want to feel abandoned. Organisations, therefore, need to decentralise decision-
making to their employees to a certain extent. Linked to employee interests is the
extent to which employees have a degree of autonomy in the way in which they
work. Abbott (2006) states that employers aim to reduce internal tensions by
satisfying employees through involving them in the organisation’s activities and
decision-making.

Gender stereotypes

The differences between men and women have enabled the increase of gender
stereotypes among individuals. “Gender stereotypes are beliefs about attributes
associated with women and men that reveal gender discrimination” (Castillo-
Mayén & Montes-Berges, 2014 p1044). Visser (2014), states that the film industry
leads to new forms of marginalisation, thereby increasing existing inequalities and
exclusion. Men and women are usually shown performing different activities,
while fewer women compared to men are represented in media coverage. Women
are typically associated with gentle and creative actions, while men are more often
portrayed as fighters (Kolafova, 2004). Thus, the film industry is characterised by a
stereotypical distribution of roles.

Challenges to harmonious employment relations in the South African film
industry since the advent of globalisation

As mentioned earlier, the film industry has conventionally been characterised
by long hours and casual employees as opposed to formal employees (Tuomi,
2006). Hence, some employers are becoming concerned about the shortcomings of
casual employment in the film industry, including the lack of commitment to the
production company, lack of skills, and other burdens associated with casualisation
of the workforce (Lansbury, 2000; Lekara, 2019). It is not easy to resolve disputes,
as most employees in this industry fall outside of the scope of collective
representation. Employees in the film industry continuously desire better working
conditions. This has constantly given rise to disputes in the employment
relationship, as some employees in this industry feel exploited. Additionally,
training is a major weakness in the industry owing to a lack of standards and
communication between the industry and the training institutions (Cultural Strategy
Group, 1998). Breakey (2018) also insists that the lack of training prospects, as
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well as learning opportunities in the South African film industry, are major
challenges. The lack of training opportunities results in employees feeling insecure,
as they do not experience a sense of belonging and do not perceive that their
companies value them.

Research Methodology

This article used a qualitative research approach to best answer the research
question. The research was conducted at a privately-owned entity within the film
industry, which is situated in the vicinity of the north-western part of
Johannesburg. Ten employees from various levels of employment in the
organisation were selected using the purposive random sampling technique. Levels
of employment for the sample included top level management, middle
management, junior management, and operational management. In-depth, face-to-
face, semi-structured interviews were utilised. For accurate data reporting and
analysis, interview transcripts were repeatedly reviewed to identify common
themes and similarities from the participants’ responses.

Findings

Research Participants
Table 1. Sample Profile

Research Sex | Age Org Management Tenure Highest Level Of Union
Participant Level Education Affilia
tion
REP1 F 60 | Top Level 14 Diploma No
REP2 M 43 | Junior Level 15 Grade 10 No
REP3 M 41 | Middle Level Undiscl | Degree No
osed
REP4 F 33 | Middle Level 11 Matric No
REP5 M 33 | Actor 4 Matric No
REP6 M 53 | Top Level 9 Degree No
REP7 F 20 | Actress 4 Matric/Currently No
studying towards
degree
REP8 F 34 | Top Level 7 Diploma/Currently No
studying towards
degree
REP9 F 40 | Non-Managerial 8 Diploma No
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[REPI0 | M [38 | Middle Level |3 | Degree | No |

Source: Authors Fieldwork 2021

Pseudonyms were used to protect the identities of the research participants.
Several of the research participants have worked in the film industry for 7 years or
longer. A total of 60% of the participants hold a tertiary education qualification in
this field and 20% are currently studying. However, most of the participants have
acquired vast experience at the organisation, as they have worked there for a long
period, with only one participant being younger than 30 years. This indicated that
most participants had an in-depth understanding of how operations and structures
in the organisation have changed since globalisation. However, none of the
participants in the organisation belong to a union.

Field notes were taken during the interviews, whilst recognising and noting
gestures. An interview guide was also utilised to assure that the interviews did not
deviate from the study’s objective. Once the interviews were completed, the notes
that had been taken and the interview content were compared to the posed
guestions.

Data presentation and discussion of findings

The study focused on establishing the effects of globalisation on employment
relations within South Africa’s film industry. The participants’ responses are
summarised in the following table.

Table 2 Summary of participants’ perceived effects of globalisation
on employment relations

Representative Response

Repl Channel of communication, competition, working hours

Rep2 Working hours

Rep3 Technology and systems

Rep4 Technology, working hours, contracts

Rep5 Competition, trends, use of short-term contracts

Rep6 Process of globalisation changing the world, technology, diversity and
increased racism, which managers fail to manage

Rep7 Diversity, technology, type of contracts

Rep8 Management systems, competition, innovation

Rep9 Equality especially between genders

Repl10 Ever changing technology and lack of skills training
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Source: Author’s fieldwork 2021

Findings revealed that most of the research participants shared similar views in
terms of the effects of globalisation on employment relations in their organisation,
which is in the South African film industry

Establishing the effects of globalisation on employment relations in South
Africa’s film industry

The effects of globalisation on labour markets are concepts, which affect
employment relations directly. The article revealed that globalisation is not merely
a new concept but has been part of human life for decades and, therefore, its effects
on employment relations in any industry cannot be denied. Such effects uncovered
by this article include increased use of casual employments which often causes
tensions in the employment relationship. However, only about 20% of the research
participants felt strongly about the tension and conflicts that arose owing to
globalisation, as some understood that tension is an unavoidable aspect within the
industry.

In this vein, Repl stated: “We terminate contracts and do not renew the
contracts, though some employees understand that this is the nature of the industry
other(s) don’t understand...” Similarly, Rep5 indicated that “disagreements
between employers and employees are quite often.”

There has been a shift in the labour market leading to an emergence of non-
traditional employment patterns instead of the traditional permanent full-time work
pattern, as the concept of jobs for life has gone forever. The new patterns of
employment include casual labour, freelancing, part-time work, informal work, and
outsourcing. These forms of employment emerged and accelerated since the dawn
of globalisation. This, however, triggered an inherent conflict between employees
and employers, as employees normally seek stability and assurance in terms of job
security. The findings also revealed that none of the participants belong to any
union; hence, conflict resolution in the workplace may not be as easy in the film
industry compared to other industries. For most producers, non-unionisation is the
only way to go because the schedules, working conditions, and overtime in the film
industry varies vastly from other industries. Thus, according to Gruber (2018),
union activity in the film industry is relatively limited.

As noted in this study, conflict is inevitable in any industry, and the film
industry is no exception because of its nature of utilising casual employment and
long working hours. However, findings also found that globalisation has not
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merely brought tensions to the employment relationship but has also contributed to
improving the employment relationship. Aligning with the above perspective, Rep6
stated that the employment relationship had improved compared to 15 years ago.
Rep8 highlighted the need for decentralisation and remarked that “employees
nowadays need a more decentralised management style versus a centralised one
and in addition we need to be innovative so that we stay competitive.”

Rep9 is of the view that globalisation has improved employment relations in
specific areas such as gender equity. He said the following in this respect: “I think
it has improved the employment relationship through fairness and gender equality
because nowadays compared to maybe 15 years ago, | make outfits for women who
play roles that only men played back then.” (Rep9). Of note from the article’s
findings is the fact that globalisation has played a big role in eliminating
stereotypes in the film industry, as different cultures and beliefs are given a
worldwide acceptance.

Existence of trade unions in the film industry in South Africa

Employees in the film industry are now more aware of their right to join unions
in order to benefit from collective bargaining. However, it was observed that in
spite of the fact that most of them are aware of the option to utilise trade unions,
they rely on their own relations with their employers instead. The findings revealed
that 70% of the research participants mentioned that they were aware that they are
allowed to join and participate in union activities, while 30% of the research
participants indicated that they were unaware of this, and all the participants said
that they did not use unions. In fact, the use of trade unions in the film industry
seems to have declined over the years since globalisation.

Key globalisation dynamics that affect employment relations in the film
industry

In summary, the article findings point to technology, diversity, labour standards,
contract types, communication channels, and management styles as key
globalisation dynamics that affect ER. It was also discovered that globalisation has
brought about an improvement in communication, team relations, and workplace
morale, as teams become more accessible to each other. Of interest is the role of
globalisation on diversity in the film industry, where organisations comprise people
from different nations, cultures, genders, and generations. Although findings
revealed that there are still challenges that relate to racism and discrimination in the
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film industry, it is also worth noting that there have been visible attempts to
eradicate stereotypes as a way of bridging these gaps.

Globalisation has led to changes in labour standards, bringing about casual,
informal, and short-term contracts, which have become a source of tension, as
mentioned previously. The upside of these contracts, however, is that they allow
employees to hold more than one contract or one job, which enables them to
develop in many aspects of the industry. In support of this, Rep7 remarked: “I think
it is diversity and technology, and also because of the short-term contracts in
different projects done and | also get income from different projects
simultaneously.” Also, in concordance with the above statement, Rep5 averred: “I
have been able to work on various jobs, including post production on different
contracts from acting and this has improved my employment relationships because
I work closely with management sometimes.”

Owing to competition, companies also need to introduce sustainable strategies
and to remain competitive; for example, they should provide training for their
employees. In terms of constant training owing to competitiveness, Rep3 noted:
“Due to technology and ever-changing systems, | need to continuously train and
develop myself.” The research findings indicate that technological innovation has
been one of the most influential dynamics of globalisation that has affected
employment relations. Technology has introduced a need for constant training and
development to ensure that employees are competitive and relevant, which leads to
continuous improvement in the quality of productions. This aspect of globalisation,
however, also eliminates the need for unskilled and older employees, which could
have a ripple effect on employment relations.

There is a need to escalate employee training in the film industry, as previous
studies and current findings show that there is a lack of training in this particular
sector. In addition, Repl0 observed: “In my case I think the ever-changing
technology and lack of training affects employment relationships in the company.”
This opinion supports the position of Breakey (2018), who insists that the lack of
training prospects, as well as learning opportunities in the South African film
industry, are major challenges in the industry. A lack of training is a major
weakness in the industry.

Hence, the current findings indicate that technological innovations, changes in
working hours, stiff competition, new forms of contracts, rapid training, and high-
level communication are key globalisation dynamics that have affected
employment relations in South Africa’s film industry. Organisations in the film
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industry, therefore, need to focus more on those positive elements of globalisation
that could improve employment relations.

Limitations of the study

One of the innate limitations of the study is that it was restricted to a single
organisation in the South African film industry, situated in Johannesburg and did
not consider other organisations in the film industry in other provinces. Hence, the
findings cannot be generalised to all organisations within the film industry in South
Africa. Being a qualitative enquiry, the study was not inclusive of all employees, as
only ten employees were interviewed during the data collection process. Hence, not
all employees’ views were considered. As mentioned earlier, this study was a
qualitative study, which undertook an in-depth analysis of the perceptions of a few
research participants of the phenomenon under study. Therefore, the bias of these
few participants may also have affected the study’s outcome. Another limitation of
this study was the effects of the COVID-19 pandemic outbreak under which this
study was conducted. Hence, some of the interviews were conducted
telephonically, while others were done via video conferencing. These approaches,
to a great extent, limited the full observation of respondents’ expressions and
nonverbal cues.

Recommendations

Recommendations are significant to assist organisations within the film industry
during the era of globalisation. Therefore, in order to improve employment
relations, the recommendations presented below are worth pondering.

A need for strategies that foster an inclusive workplace

An inclusive workplace is beneficial for everyone in it. Hence, for increased
productivity, satisfaction, and morale, employers need to strive to establish an
inclusive workplace. This can be done by using a decentralised management
approach, which will ultimately increase levels of employee engagement and
innovativeness within organisations, as everyone’s ideas are considered. In
addition, all parties in the employment relationship are most likely to be satisfied in
an all-inclusive workplace. Hence, enhancing harmonious employment relations is
imperative. Moreover, managers need to be trained on how to effectively manage
diversity.

A need to improve communication channels
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Evidently, conflict in the film industry is inevitable. Management within the
film industry should institute ways to deal effectively with conflicts in their
workplaces. This may be done by introducing anonymous suggestion boxes, having
open and honest discussions with employees, and by using unbiased conflict
resolution platforms, where procedures are followed to hear the concerns of all
parties in the conflict before judgement is passed.

Efforts should be made to improve working conditions

All employees, both permanent and casual, should feel safe and secure within
their workplaces. Casual workers need some form of protection and statutes that
provide some form of relief for them, including receiving certain benefits that are
afforded to permanent employees. Therefore, employers in the film industry should
provide benefits and secure jobs for employees, regardless of the type of contract
that they have. In other words, human resource management policies that support
the need for job security for casual employees may also need to be developed and
implemented.

Fair and equitable treatment of all employees

It is important for managers to be aware of what employees consider to be fair
treatment in order for them to be able to create a workplace that is fair and
equitable. All employees should be treated fairly to avoid perceptions of inequality
and discrimination arising from diversity in organisations owing to globalisation.
Fair treatment of all employees will go a long way to ultimately improve
employment relations within the workplace during the era of globalisation. Fair
treatment of all employees, including temporary ones, would make them feel
valued and appreciated by the organisation for their respective contributions.

A renewed need for constant and effective training and development

There is a significant lack of training in the film industry. Organisations in the
film industry should implement an effective training and development plan to
ensure that their skills base is both locally and internationally competitive.

Conclusion

It can be concluded that globalisation affords benefits and opportunities to all
countries involved in the process (Birol, 2012). However, globalisation also has its
disadvantages. It has posed challenges to the employment relationship in South
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Africa, specifically in the film industry. Evidently, globalisation has triggered a
mixed feeling, and has affected employment relations in the film industry both
positively and negatively. Technology and the use of casual employees are
noticeable aspects of globalisation that have affected employment relations in the
film industry. The findings indicate that globalisation has introduced new
standards, competition, diversity, improved communication channels, as well as
better opportunities for skilled labour. The downside, however, is the casualisation
of labour, which leads to exploitation, conflicts, discrimination, and unfair labour
practices. Therefore, it is necessary to capitalise on the positive aspects of
globalisation towards employment relations and to effectively manage threats
against harmonious employment relations in the film industry. It is pertinent to
emphasise that harmonious and good employment relations are significant to
maintain productive and highly performing organisations. The key to harmonious
employment relations is honest and open communications between and amongst
the parties involved. This helps to clarify what is expected of all parties involved in
the employment relationship, thereby leading to healthy relations.
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Abstract

This paper aims to research the motivation of human resources, with a
case study at CONEREPET SA PLOIESTI', a Romanian crude oil products
transport company.

In the first part of the work, we dealt with the theoretical aspect of
environmental pollution with petroleum products: polluting factors and
methods of depollution. Then we presented theoretical aspects of human
resource management, so that we can approach a research study in the second
part of the paper. Also, we analyzed the CONEREPET SA company, and, like
the research study, we dealt with the motivation of human resources within the
company. We chose this topic due to the experience in the field.

" We will not divulge the name of the company where we conducted the case study for
security reasons of the data and information provided. Thank you for understanding the
situation.
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We concluded that human resources are primary among those needs and
resources available to the organization in carrying out the activity to achieve
its objectives and, consequently, it is logical to pay special attention to their
management. At the center of all business are the people. All other resources,
land, buildings, machinery, equipment, vehicles, or money are only of
secondary importance. Business cannot be done without people. Businesses
have no other purpose than to serve people's needs.

Keywords: motivation of human resources, managerial communication,
employees, transportation of petroleum products

JEL Classification: J24, J52

Introduction

The object of activity for SC CONEREPET S.A. Ploiesti is the supply of
indigenous and imported crude oil (including in the processing system) and its
derivatives (gasoline, liquid ethane, and condensate) to refineries in the country, as
well as the transit of foreign crude oil to the Danube. This product involves the
processing, storage, transport, selection, and delivery of crude oil.

The quality, safety of the transport and the protection of the environment are
supported by the company's involvement in the repair and maintenance of the
pipelines, tools, equipment and means of transport. (Hu, Q., Dollard, M. F., &
Taris, T. W., 2022).

Environmental protection is one of the most pressing concerns of modern
society. Protecting the environment and ensuring optimal conditions for human,
animal or plant life, represents a problem that is given great importance on a global
scale, constituting a busy world.

At present, there are numerous means and methods for the depollution of soils
and aquifers, more or less expensive to implement.

In general, the methods of depollution of oil-polluted areas, presuppose in the
first phase the stopping of the spread of oil, respectively the closing-securing of the
contaminated area and later, its elimination and the return of the polluted land to
the considered concentration limit norm.

In the context of historical pollution existing in Romania, as well as of the
accidental pollutions that can be produced in the transport of crude oil through the
pipeline, within the framework of the present work, it is proposed to present the
particularities of the pollution of soils and water with crude oil, as well as the
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possibilities of remediation. (Rabiul, M. K., Shamsudin, F. M., Yean, T. F., &
Patwary, A. K., 2022)

In the activity of CONEREPET SA, the protection of the environment is a
major concern, as a component part of the transport process, representing at the
same time a moral, social and legal obligation towards the population and the
property and the public sector. (Pekkala, K., & van Zoonen, W., 2022). Starting
with the year 2003, CONEREPET S.A. started the strategy of integrating the
environment with all its components, in the policy of the European Union in the
field. (Omilion-Hodges, L. M., & Ptacek, J. K., 2022)

Principle elements of environmental management are:

- establishing environmental policy objectives.

- drawing up an annual environmental program, which aims to protect the
environment with all its components

- identification, tracking and control of pollution sources

- preparation of an action program for emergency interventions

- procurement of modern intervention equipment and equipment and staff
training for such situations

- carrying out simulations in case of damage to the pipeline

- collaboration with Environmental Protection Agencies and resource agencies.
(Parent-Rocheleau, X., & Parker, S. K., 2022).

The operating procedures of the crude oil and petroleum products transportation
system have been modified in accordance with the environmental protection
regulations imposed by the legislation in force and the international norm.

Organizational measures taken to reduce the impact on the environment:

- the existence of a staff with specific attributions at each level of the
organizational structures.

- environmental protection tasks assigned to operating personnel at all
workplaces (Rabiul, M. K., Shamsudin, F. M., Yean, T. F., & Patwary, A. K.,
2022)

- internal (within the company) and external (with environmental authorities)
communication based on periodic reports (Ozyilmaz, A., & Taner, D., 2022)

- "Environmental authorizations" for existing facilities and "Environmental
agreements" for new or rehabilitated ones (Song, B., & Tao, W., 2022).

- monitoring program of liquid and gaseous effluents

- procedures regarding the prevention of environmental pollution and the
method of intervention in accidental cases.
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The work is carried out based on bibliographic sources of authors in the field as
well as up-to-date legislation. (Rabiul, M. K., Shamsudin, F. M., Yean, T. F., &
Patwary, A. K., 2022)

1.National and International Development of The Crude Oil Market

Pollution represents the direct or indirect introduction, because of an activity
carried out by man, of substance, of vibrations, of heat and/or of noise in the air, in
water or in the soil, which can bring harm to human health or the quality of the
environment, which can damage to material assets or may cause deterioration or
prevent the use of the environment for recreational or other legitimate purposes.

1.1. Crude oil, condensate, gasoline, and ethane transport activity at the
national level

CONEREPET S.A. provides transport services for its clients both through the
National Transport System (SNT), based on the Petroleum Concession Agreement
for the SNT operation activity of crude oil, gasoline, condensate, and ethane, as
well as on the railway, from the loading platform to refining, for oil areas that are
not connected to the main transport pipeline. (Raina, R. 2022)

SNT was built considering the natural distribution of oil fields, to ensure the
transportation of oil from all these fields to the refinery. The operation of the
system is carried out through local dispatchers, coordinated by the company's
central dispatcher.

The SNT pipeline network is approximately 3,800 km long, currently being
used by the 3,161 km pipeline network.

The National Transportation System of Crude Oil, Condensate, Gasoline and
Ethane is composed of several transportation subsystems, as follows:

* The Country crude oil and condensate transport subsystem, consisting of a
pipeline with a total length of approximately 1,540 km through which crude oil and
condensate are transported from the extraction units all over the country to the
refinery. The domestic production of crude oil and condensate is transported by
pipeline, by rail with tank cars or combined (rail and pipeline).

* The gasoline transportation subsystem is intended for the transportation of
gasoline from the gas stations in Ardeal (Biled and Pecica) to the Petrobrazi
refinery.

* The ethane transport subsystem ensures the transport of ethane from the
Turburea de-ethanization platform to the Arpechim Pitesti refinery. Currently, due
to the inactivity of the Arpechim refinery, only part of the subsystem is used,
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namely the pipeline that connects the Totea deposit to the Petrobrazi refinery to
transport condensate.

* The import crude oil transportation subsystem ensures the transportation of
crude oil from Constanta Terminal to the refineries in Ploiesti, Arpechim-Pitesti
and Midia.

To provide the service of transporting crude oil, condensate, and gasoline,
CONEREPET SA must annually prepare its own transport program, so as to offer
free access to the available capacity of the system, to all applicants, authorized
legal persons, under equal conditions and in a transparent, non-discriminatory
manner. The available capacity represents the difference between the total physical
capacity of the system and the amount of crude oil programmed for transport in the
respective year.

The transport contracts concluded with the beneficiaries of the services are in
accordance with the framework contract approved by the National Agency for
Mineral Resources (ANRM) and ensure the legal framework for the provision of
transport services.

The transport of quantities of crude oil is carried out from the points of delivery
of products by producers or importers, from the extraction areas, or from the
Terminal Oil to the processing units (refining), using the facilities of the pumping
stations and reception points.

These facilities consist of crude oil storage tanks and condensate, gasoline
storage tanks, technological pipelines from pumping/receiving points, pump
aggregates, main pipelines, loading and unloading ramps, and cisterns. (Song, B.,
& Tao, W., 2022).

The level of use of the transport system in 2020 decreased by 2.4 pp compared
to 2019, reaching the level of 37.1%. The degree of utilization decreased due to the
transportation of smaller quantities by 439 thousand tons (6.2%) compared to 2019.

In 2020, the amount of 1,149 thousand tons of crude oil was transported by rail,
33.8% of the total products (crude oil, gasoline, and condensate) from domestic
production and delivered to refineries.

The technological consumption recorded during the transport is within the
allowed limits, provided for in the transport contracts.

Tariffs for the provision of crude oil, gasoline and condensate transport services
are regulated and approved by ANRM and are differentiated for each transport
subsystem.

The transport tariffs include a modernization fee that is exclusively intended for
the financing of investments related to the National Transport System.
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The transport services are performed based on the contracts concluded with the
clients, elaborated based on the framework contract approved annually by the
National Agency for Mineral Resources.

The company holds a monopoly position on the crude oil transportation market,
having no such competitors in its field of activity.

The income realized in 2020 based on the transport contracts concluded with
clients, in the amount of 402.8 million lei and is presented as follows:

All statistical data used are coming from inside the studied companies.
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Chart 1 — Share of revenues from transport on refineries
Source: https://www?2.deloitte.com/

The transport services provided by the company are addressed to a small
number of clients, the quantities of transported crude oil being closely related to
their commercial policy.

OMV Petrom is the client that holds the largest share in the company's transport
revenues (81.2%).
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1.2. The risk determined by the correlation with the evolution of the global
market

1.2.1. The international and regional level (European Union)

The unpredictability of crude oil prices will continue to impact the global
economy. In the short and medium term, oil prices are expected to continue to be
pressured by the uncertainties related to the world economy, the commercial war
between the United States and China, as well as the relations between OPEC + (the
OPEC member countries to which the non-member countries, including Russia, are
added). Futures contracts on the oil market (5 years) do not exceed the barrier of
$60/barrel. (Raina, R., 2022)

At the end of 2019, the price of crude oil was above 65 USD /bbl, in a range
that allowed positive evaluations for the beginning of 2020, marked by the tensions
between the USA and Iran.

During the months of January and February of 2020, as the information about
the possible epidemic of the new coronavirus appeared in China, but also against
the background of the increasingly high tensions between the OPEC member
countries and Russia, the price of crude oil began to constantly depreciate.Starting
in March, the price of crude oil collapsed after Saudi Arabia cut prices and flooded
the market with cheap oil, signaling the beginning of an oil war between OPEC and
Russia. Thus, Brent crude oil reached the level of $17.7/bbl., - the lowest level in
the last 18 years.

The shock generated by the COVID-19 pandemic, respectively economies at
near-zero levels with air transport almost stopped and the global measures to stop
the sanitary crisis with rapid development have generated an evolution
unprecedented in history on the market of global demand for crude oil and
implicitly its price. Thus, on April 20, we are dealing with a sharp drop in the price
of oil, the quote for WTTI oil for delivery in May reached -37 USD/bbl. A negative
price means that, if the transaction goes through, the seller is willing to pay the
buyer to take the goods, the reverse of a normal commercial situation.

The physical crude oil market was negatively affected by an oversupplied crude
oil supply and full storage. Since the decrease in production could not keep up with
the decrease in consumption, it reached the situation where the oil was stored.
Producers and traders tried to sell crude oil using substantial discounts, which led
to significant decreases in the resulting differences between crude oil types in all
regions.
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For the horizon of 2030, to have an ensemble view of these price developments,
several main market actors can be followed closely, as well as the current
pandemic situation, which, at least, is not present as of now, not having concrete
and sure means to achieve this. (Raina, R., 2022)

Some degree of certainty is given by the fact that the big demand players will be
India and China, as the world's largest oil consumers, (1/5 of global oil
consumption. Meanwhile, US demand for crescut. There is also another reason
why China and India should monitor. Both countries rely overwhelmingly on
imported oil. In China, the percentage of imported oil in its total consumption is
almost 70%. In India, this percentage is more than 80%. The United States, despite
the modest increase in its demand - only by 0.5% in the last decade, is still the
largest consumer of oil in the world, raising daily approximately 20 of crude
barrels.

In terms of supply, you should watch the USA, OPEC, and Russia. Also,
tracking all information about the US-China trade war as the main driver of lower
oil prices is essential. All statistical data used are taken from STATISTA.COM
site.

1.2.2. On the downstream segment, European/regional refining

It is expected to reduce the decline of refining capacities, by increasing
investments in the area of the efficiency of existing capacities and the
implementation of superior technologies that will allow the growth of the refining
margin. This trend is confirmed in the period 2018-2019 by the stagnation of the
closure of refineries in Central and Eastern Europe, as well as by the continuation
of the modernization and integration of the capacities of Crucifix, Hungary, etc. At
the regional level of the Black Sea, there is an increase significant increase in the
refining capacity of Turkey (25-30%) through the opening in November 2018 of
the new STAR refinery (located in Izmir province, capacity 10 million tons/year)
built by the Azerbaijani company SOCAR, which will supply the main raw
materials to the Petchim petrochemical plant. It is estimated that the products of the
petrochemical complex will also be addressed to the Romanian market, through
SOCAR Petroleum.

The European refining sector experienced the most important recession in the
period 2008-2013, the total refining capacity being reduced from 765 million
tons/year to 691 million tons/year, by closing 12 refineries. Until 2018, another 9
refineries were closed, the refining capacity decreasing by 13%.
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After a relative stabilization in 2019, the COVID 19 pandemic and the deep
crisis generated throughout the value chain of the petroleum industry, determined
the negative reactions of the refining sector throughout the continent: the European.

* The Antwerp Belgium Refinery (115,000 bbl/day) will record certain losses in
the near future, in any of the Covid evolution scenarios;

* The Grandpuis — Paris refinery (90,000 bbl/day) owned by Total, will be
converted into a biorefinery, in the best case;

* Total-owned Lindsey Refinery in the UK (110.00 bbl/day) is sold to the Prax
Group for integrated petrochemical conversion;

* The Priolo Italy refinery, owned by Lukoil (35,000 bbl/day), has been
operating for many years at less than 40% of capacity and is exposed to the risk of
closure;

* Europort Rotterdam, (80,000 bbl/day) did not start after the scheduled stop at
the beginning of 2020;

* The Galp -Porto, Portugal refinery (110,000 bbl/day) was closed in April
2020, with the intention of reopening (unconfirmed) in July 2020;

* The Petroineos Grandmouth Refinery in Scotland (200,000 bbl/d) is under
review for capacity reduction / closure.

All statistical data used are coming from inside the studied companies.

1.2.3. The national level, in the upstream segment - exploration and
production of crude oil and condensate

In the short term, the main player in this segment — OMV Petrom will continue
its exploration activity in the high-impact and deep-sea areas (>4,000 m) and the
extension of offshore licenses in the XIX Neptun Black Sea. The medium-term
strategy will focus on maximizing the rates of Recovery of deposits and
rationalization / outsourcing of the existing portfolio through the transfer of
exploitation licenses (e.g., the agreement with Mazarin Energy Romania). As a
result of taking over the licenses, players with small annual productions appeared
in the upstream-production segment in 2018 and 2019, but they were added to the
client portfolio of CONEREPET S.A. (NIS Petrol, Serinus Energy).

In the medium and long term, the downward trend will continue until the years
2025-2030, after which a sharp decline is expected. According to the data
presented in the framework of the Energy Strategy of Romania 2016 — 2030, with
the perspective of 2050 (October 2018 version), the decrease in crude oil
production will reach approximately 1.7 million tons in 2030 and up to 1.15
million tons in 2050.
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In the context of the massive decline in domestic production and the growth
moderation of petroleum product consumption - especially in the short and medium
term, an increase in the quantities of imported crude oil is estimated (under the
conditions of maintaining the same refining capacity of the country). Although in
2018 crude oil imports of the principal domestic producer - OMV Petrom were
almost 45% below the level of 2017, the commissioning of the multi-fuel
installation of the Brazi refinery at the beginning of 2019 supports the future
import of crude oil and the use of it for the climate installations at maximum
capacity.

For the first semester of 2020, the production of hydrocarbons at the Group
level decreased compared to 2019 by 2.3%, to 27.09 million bpd.

In Romania, hydrocarbon production was 25.81 million bpd or 141.8 thousand
bpd (1-6/19: 26.45 million bpd or 146.1 thousand bpd). The production of crude oil
and condensate in Romania was relatively stable. All statistical data used are
coming from inside the studied companies.

1.2.4. The national level in the downstream segment - fuel refining, storage,
and distribution

Likewise, the total amount of oil refined in 2019 (4.456 million tons) increased
by approx. 8% compared to 2018. Total refined product sales at the OMV Petrom
Group level were 4,987 thousand tons in 2018, representing a 2% decline
compared to the level recorded in 2017.

Lukoil oil registered in 2019 a decrease of 5.6% compared to 2018, managing to
refine 2.503 million tons of oil (the refinery was under scheduled revision in 2019).

The projection of the specialty analyzes on the segment of downstream-refining
and selling fuel in the medium term, we consider a relatively constant consumption
until the year 2025, the argument being the balance between demographic decline
and energy consumption and the impact of electric mobility at the highest level. In
the long term, beyond the year 2025, a significant decrease in fuel consumption is
expected, generated by the major impact of the expansion of electromobility in the
goods transport / industry sectors. All statistical data used are coming from inside
the studied companies.
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2. A Short Economic Investigation of CONEREPET SA Ploiesti

2.1. Brief history and presentation of CONEREPET SA Ploiesti

With its existence under various names and organizational forms,
CONEREPET SA with its seat in Ploiesti, operates the national crude oil transport
system by pipeline, having a common transport status.

The foundations of the crude oil transport activity by pipeline were laid as early
as 1901, with the construction of the first crude oil transport pipeline connecting
the Bustenari area to the CFR Baicoi railway station, Prahova County. Thus, the
National Pipeline Joint Stock Company was established with headquarters in
Ploiesti.

In 1904, this company merged with the Bustenari Company, and in 1905 with
the Petroleum Credit.

Having a profitable activity, the company developed every year, so that in 1912
it was already the owner of a pipeline network of about 180 km. In the same year,
the Petroleum Credit Company came under the control of Deutsche Erdoel A.G
from the Gesellschaft. Also in the same period, SC Créditul Petrélifer is absorbed
by the Concordia company, which creates a special pipeline and tank service, with
a centralization agency in Ploiesti. In 1937, the pipeline network reached 620 km
and 87,000 tons of storage capacity.

After the nationalization in 1948, the oil industry is divided into three units:
Sovrompetrol, Petrolifera Muntenia and Petrolifera Moldova, each with its units for
transporting crude oil and petroleum products.

In 1950, the entire oil industry in Romania was concentrated under the sole
management of Sovrompetrdl, under which the Directorate of Goods and Transport
was established. On this occasion, the transport of crude oil and gasoline is
separated from that of petroleum products. (Parent-Rocheleau, X., & Parker, S. K.,
2022).

In 1956, the Ploiesti Crude Pipeline Transport Enterprise (ITTC) was
established, which became an important link in the chain that connects the
production scaffolds to the refineries. Unique from the point of view of the specific
activity carried out, ITTC soon becomes an enterprise of national interest.

The exploitation of new crude oil reserves in Olt, Arges, Dambovita and
Prahova counties, and the establishment of refineries in Brazi and Teleajen favored
the expansion of pipeline networks. The period 1960-1968 is characterized by the
appearance of new oil deposits in the western part of the country. In this way, CF
ramps were built at Suplacu da Barcau, Episcopia Bihor, Valcani, as well as those
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in the south of Grindu, Cirasu and Independenza. The first main gasoline pipeline
from Ticleni to Ploiesti was also built and put into operation.

The year 1968 marked the beginning of the transportation of imported crude oil
through the Constanta-Pitesti distance, initially through the boiler, CF tank, and
from 1969 on the first main pipeline of 14. In 1974, the second main pipeline for
the import of crude oil was put into operation from Constanta to Pitesti, with a
connection to Ploiesti.

In 1977, the construction of the third highway for the import of crude oil from
Constanta to Onesti and Ploiesti began, the largest investment in the company's
history.

In the period 1979-1981, two more highways were built for the transport of
gasoline and ethane from Oltenia to Ploiesti, respectively Pitesti. After 1982, no
more investments were made. After the 1989 revolution, through the restructuring
of the national economy, on January 22, 1991, ITTC was transformed into
CONEREPET SA Commercial Company.

1996-2008 CONEREPET S.A. went through an extensive process of
modernization, as a result of the implementation of the Project for the
Rehabilitation of the National Pipeline Transportation System in the amount of
USD 143.66 million, USD 91.00 million from own funds and USD 52.66 million
by borrowing from the World Bank.2007 The "Integrated Management Quality -
Environment - Health, Occupational Safety" system was certified by the German
company Germanischer Lloyd Hamburg. (Parent-Rocheleau, X., & Parker, S. K. ,
2022).

2009 At the beginning of the year, the Central Dispatch of the National
Transport System of Oil, Gasoline, Condensate and Liquid Ethane through the
Pipeline was put into operation, at the company's new headquarters, in Ploiesti.

2010 The implementation of the Integrated Information System was completed.

2013, September 5, shares of CONEREPET S.A. They were listed on the
regulated market administered by the Bucharest Stock Exchange, in the "Capital
Securities" section, category I, currently "Premium".

2014 CONEREPET S.A. ranked 20th in the Top 100 issuers by market
capitalization at the end of the year.

2016 CONEREPET S.A. ranked 16th in the Top 100 issuers by market
capitalization at the end of the year.

2017 On January 3, 2017, the stock market capitalization was 690,870,734.4 lei
(79.8 lei/share).

166



‘ﬁﬁ Annals of Spiru Haret University. _I

i Economic Series

pr =Y Since 2000 jicCs|
o CEWTRAL

Iemme
ISSN:2393-1795 ISSN-L:2068-6900 S

Issue 3/2022

2018 On January 3, 2018, the stock market capitalization was 861,424,036 lei
(99.50 lei/share).

According to the provisions of the petroleum law, the operation of the national
crude oil transportation system is subject to the regulations of the National Mineral
Resources Agency, the competent authority of the state. (Su, W., & Hahn, J.,
2022). All statistical data used are coming from inside the studied companies.

2.1.1. Presentation of the object of activity

CONEREPET SA provides transport services for its clients, both through the
National Crude Oil Transportation System, concessioned in the basis of the oil
concession agreement, as well as on the railway, from the loading ramp to the
beneficiaries, for the oil areas that are not connected to the transport highways.

The National Crude Oil Transportation System represents the ensemble
interconnected main pipelines that ensure the collection of the oil extracted from
the exploitation area or of that originating from the import and its routing from the
delivery point, by producers/importers, to the processing units, through the fire
stations, loading ramps - unloading on the railway, as well as through all the
installations, equipment and equipment related to them.

The Concessionaire of the National Crude Oil Transportation System is the
quality of a common carrier and the obligation to ensure, in accordance with the
legal provisions, free access to the available capacity of the system, for all
applicants, authorized legal persons, under equal conditions and in a non-
discriminatory manner. The National Oil Transport System concessioned by
CONEREPET SA belongs to the public domain of the Romanian State and consists
of the following subsystems:

= the import crude oil transport subsystem - transport capacity of
approximately 20.2 million tons/year;

= the domestic crude oil transport subsystem - transport capacity of
approximately 6.9 million tons/year;

= the gasoline and ethane transport subsystem - transport capacity of
approximately 0.23 million tons/year for gasoline and approximately 0.1 million
tons/year for ethane.

2.1.2. Mission and vision

The mission of CONEREPET S.A. is the operation of the National Pipeline
Transport System in safety and efficiency conditions, as well as ensuring free
access to the system's available capacity for all applicants, authorized legal entities,
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under equal conditions, in a non-discriminatory and transparent manner. (Hu, Q.,
Dollard, M. F., & Taris, T. W., 2022).

The vision consists in maintaining the position of a strategic player in the oil
industry as a carrier of crude oil, gasoline, condensate and liquid ethane through
the pipeline and CF in Romania and, in the future, to become a regional player.

The values of CONEREPET S.A.Ploiesti are:

» continuous learning and improvement;

= respect for people and the environment;

» opening and qualitative growth;

» flexibility and dynamism;

» communication and cooperation. (Ozyilmaz, A., & Taner, D., 2022)

2.2. The microenvironment of CONEREPET SA PLOIESTI

The threat of potential competitors

Access at the channels of distribution It is critical for insurance success in the this
field. This one factor has a importance big, causing a level raised al the threat from
the side of the competitors potentials.

With all this, the high level of necessary investments, as well as the high degree
of regulation al areas of activity, I do like the threat CANDIDATE potentials to be
one reduced.

The bargaining power of customers

The threat of upstream integration is high given the high degree of customer
concentration.

Corroborating the high degree of concentration that could turn into a monopson,
industry precedents regarding upstream integration, as well as the availability of
services of substitution like argument of negotiation, consider that the power of
negotiationand customers is average.

The bargaining power of suppliers

The threat determined of the power of negotiation a providers It is one reduced.
The only one elements with power of negotiation real him represents employees.

The threat of substitute services

The threat of substitution services is considered low, as a result of their lack of
price competitiveness.

This one threat It is one real only analyzing it together with the power of
negotiation of customers.

The intensity of competition between competitors in the industry

Given the quasi-monopoly nature of the activity carried out by CONEREPET SA,
the intensity of competition between competitors in the industry is theoretically zero.
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In the reality, the only one competitor al company It is even society, through
module more good orless _ good in the which succeeds to update network of transport at
the realities economic, such as the base of costs fixed, can genera like this a lower of
competitiveness in the report with services of substitution.

2.3. The international macroenvironment - PEST Matrix

PEST Analysis takes into consideration the influences of political, economic,
social and technologically order existing in the environment in the which a company
operate. (Omilion-Hodges, L. M., & Ptacek, J. K., 2022)

The exercise of a PEST analysis it is useful for CONEREPET SA because the goal
it is to identify the factors which affects in the present the company and contour on
those with the one bigger probability to affect the activity in the future.

Continuing this analysis, the key influences identified can be associated either
with opportunities or threats,both presentin the external environment andto whom
the company must to offer an answer.

2.3.1.Political factors

The highly regulated environment in which CONEREPET SA operates
determines an increased risk of sanctions in the case non-compliance with the
legal requirements in force (repair notices, environmental authorizations)

Frequent changes to some normative acts under which CONEREPET SA
carries out its activity (increased taxes, elimination of some tax incentives) may
cause increases of costs

The National Transport System Regime is very important from the point of
view of its uniqueness, any change in this sense having very important effects
on the stability and continuity of the activity CONEREPET SA.
Intergovernmental decisions regarding the construction of transnational
pipelines have a direct effect on CONEREPET SA

2.3.2.Economic factors

* The decline in domestic crude oil production leads to a decrease in the
degree of utilization of transport capacities

* The transport system developed by Rompetrol has a major impact on the
imported crude oil transport segment

* Reduced refining margins and negative financial results recorded by
Romanian refineries could lead to the closure/resizing of production capacities
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* The macroeconomic context at the national and international level
determines restrictions at the level of industrial activity, affecting the basic
activity of CONEREPET SA

* Commercial policy applied by the main clients of CONEREPET SA
(Petrom, Lukoil and Rompetrol) decisively influences the volume of transport
services provided.

2.3.3.Social factors

* The decline in the population growth rate, forecasted for a medium and long
term horizon, will determine the slowdown of consumption and industrial activity,
with an effect on the need for crude oil transport

* The income of the population will contribute to determining the general need
for oil production, thus influencing the volume transported

* The division of the population into urban and rural areas and the
reconfiguration of these areas in the future will have an effect on the need for crude
oil consumption and implicitly its transport

* The environmental risk as a result of pollution affects the activity of
CONEREPET SA, a high degree of awareness being necessary in terms of
responsibilities towards the environment and communities

2.3.4.Technological factors

The global development of refineries with a high degree of complexity and
very large production capacities leads to a decrease in the competitiveness of
refineries premises

The use of modern technologies of crude oil extraction with the potential
effect on limiting the decrease in quantity extracts

There is a technical limitation in terms of use partial or preservation
installations of transport respectively the continuation the activity of maintenance
in the in order to maintain functionality these.

2.4. SWOT Analysis

In the current context, after carrying out the diagnostic analysis (SWOT) of the
company, we identified the main strengths and weaknesses of CONEREPET SA:
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Table 1. The SWOT Analysis
Strengths Weaknesses

Monopoly of course on the market transports
of oil through pipelines;

Corporate governance structure professional,;
Professional team and performance of
management,

Initiatives to diversify the activity of base;
The experience >20 of years in the the frame
company a 51% from employees;

Very good retention rate employees;

Very good operational performance of the
company, with significant improvements
over the last 3 years.

Costs big of remove from use a installations
and of conservation a ducts unused;

High degree of dependence on a limited
number of customers;

Grad big of addiction face of the authorities
of regulation which act like a referee;
Dependence on ANRM not only from the
point of view of tariff regulation, but also for
taking some decisions (e.g. decommissioning
of pipelines, etc.);

The configuration network, being enough of
broad and reaching out on 24 of counties;
Old age of employees - average age: 49
years;

Lack of performance indicators for
employees;

IT vulnerability by exposing one's system
third party.

Opportunities

Threats

Efficiency activities — renegotiation contracts
with providers (ex. telecom, electricity, gas);
Optimizing the company's capital structure
and improving the return on capital
employed by distributing unused cash to
shareholders the company;

Defining the company as a strategic player at
the regional level by interconnecting the
National Oil Transport System with the
systems zonal,

The supply of services of storage a oil and a
products oil tankers;

Diversification of the activity of base;
Possible financing at a cost competitive al
the company, being a society listed at
EXCHANGE with access to various sources
of capital,

Possible legislative changes favorable;

The possibility of certain outsourcing
services

The risk of the customer portfolio (e.g. the
possibility at some point of relocating the
activity of the Lukoil refinery from
Romania);

Lack of interconnection of the transport
system with the systems adjacent;
Degradation of the National Pipeline
Transport System as a result of the low level
of use;

Strategic decisions with major impact
(potentially disruptive) of the 3 main clients:
OMV Petrom, Lukoil and Rompetrol.
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3. Research on The Investigation of The Way in Which Managerial
Communication Influences the Motivation of Employees at CONEREPET SA
Ploiesti

3.1. The purpose of the research

The purpose of this research was to identify the way of assessing the role of
managerial communication in the motivation of employees within the
CONEREPET SA.Ploiesti.

3.2. Research objectives

The objectives of the research were to identify the perception of the employees
within the CONEREPET SA company regarding the way they communicate with
the managers. Also, the role of managerial communication, the influence this
communication has on the relationship between employees and managers, as well
as solutions to improve managerial communication. (Ozyilmaz, A., & Taner, D.,
2022)

The specific objectives of the research are the following:

- evaluation of the causes and effects produced by managerial communication
with employees

- evaluating the role of managerial communication in employee motivation

- the effects of employee motivation

- the search for concrete and relevant solutions for the examined problem
(Prouska, R., Nyfoudi, M., Psychogios, A., Szamosi, L. T., & Wilkinson, A. ,
2022).

3.3. The research hypotheses were:

- managerial communication at the level of the commercial company
CONEREPET SASA

- the role of managerial communication in employee motivation

- the negative consequences of a faulty managerial communication (Lee, Y. ,
2022)b

3.4. Research sample:

The research population was represented by company employees, from several
departments. The sample consisted of N = 30 employees.
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Figure no. 1 - Age of employees
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As we can see in the graph above, the predominant age of the interviewed
employees is between 30-40 years, followed by 22-30 years. In a smaller
proportion are those aged between 40-50 years.

What stands out is the fact that the company's employees are young, with the
power to work. (Rabiul, M. K., Shamsudin, F. M., Yean, T. F., & Patwary, A. K.,
2022) But the other categories are not very different either, hence the balance in
terms of age of the employees of the company CONEREPET SA

Figure no. 2 — The gender of the respondents
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The graph above shows the fact that the majority of respondents are women (the
red part of the chart), which means that most of the company's employees are
represented by women. But the difference between the two sexes is quite small.

3.5. Tools used:

For data collection we used the questionnaire as an instrument.

For the analysis and interpretation of the data, after the research we used:
- the Excel program

- the Word program
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3.6. Construction, application, and interpretation of a satisfaction
barometer

The direction of the research goes towards the employees of the company
CONEREPET SA, more precisely their perception regarding communication with
managers, as well as the role of managerial communication in the relationship with
employees. (Ozyilmaz, A., & Taner, D., 2022)

After the application of the questionnaires of the thirty employees from the
different departments, the obtained results were studied from a quantitative and
qualitative point of view. (Prouska, R., Nyfoudi, M., Psychogios, A., Szamosi, L.
T., & Wilkinson, A., 2022).

By using the questionnaires, I wanted to capture the perception of the
employees regarding the relationship they have with the managers from the point
of view of communication, as well as the role of managerial communication on the
job. (Ozyilmaz, A., & Taner, D., 2022)

3.7. Information processing obtained on the base of worksheets
Question no. 1

. Is there good internal communication within your company?

(1 Yes

[J Not

[0 I do not know

[0 I do not answer

—_—

Frequency of answers | %

Yes 15 50%
Not 5 16.66%
I do not know 6 20%

I do not answer 4 13.34%
Totally 30 100%

From the analysis of the answers to the question above, the fact emerges that
half of the interviewed employees consider that there is good communication
within the organization of CONEREPET SA.

The rest of 16.66% consider that there is no good internal communication
within the company, and 13.34% refused to answer.
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2. Does the superior tell you what they expect from you and how your
activity contributes to the achievement of the department's goals?

[] Yes

0 Not

[0 I do not know
[0 I do not answer

Frequency of answers %
Yes 15 50
Not 10 33,33
I do not know 2 6.66
I do not answer 3 10.01
Totally 30 100%

To this question, half of the interviewed employees said that they have good
communication with the hierarchical superior, that he tells them what he expects
from them, as well as the way in which their activity contributes to the realization
of the work of the whole profession.

33.33% consider that they do not have a good relationship with their direct
manager, that he does not tell them what he expects from them, nor if their activity

contributes to the achievement of the department's objectives.

The rest of the employees do not know or refuse to answer this question.

Question no. 3

3. Does the manager listen to your opinions?

[J Yes

[J Not

[J Ido not know

[J Ido not answer

Frequency of answers %

Yes 15 50%
Not 9 30%
I do not know 6 20%
I do not answer 0 0
Totally 30 100%
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To this question, half of those asked answered that the manager listens to their
opinions, 30% said that they are not listened to by their direct manageres, and 20%
said that they do not know if they are listened to or not.

It is certain that more than half of them consider that there is open
communication between them and their direct superiors.

Question no. 4

Do you consider that the manager provides you with the necessary
information to be able to carry out your activity efficiently?

[] Yes

[J Not
[0 I do not know
[0 I do not answer

Frequency of answers %
Yes 16 53.33%
Not 6 20%
I do not know 3 10.01%
I do not answer 5 16.66%
Totally 30 100%

To this question, 53.33% of the employees asked answered affirmatively, they
consider that the manager gives them the necessary information to be able to carry
out their activity efficiently.

Those who answered negatively were 20", and 16.66% refused to answer this
question.

Question no. 5

5. Do you consider that employees are sufficiently motivated by
managers?

[l Yes

[1 Not

[ I do not know

[ I do not answer
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Frequency of answers %
Yes 14 46,66
Not 8 26.66
I do not know 2 6.66
I do not answer 6 20.02
Totally 30 100%

As we can see from the image above, the majority are still employees who
consider that there is a good motivation provided by managers.

Thus, 46.66% consider that the manager does not sufficiently motivate his team,
and 26.66% of the employees consider that there is no employee motivation, and
20.02% of the interviewed employees refuse to answer the question.

Question no. 6

6. Does your superior know how to motivate you, does he give you
regular feed-back regarding the activity you carry out?

(] Yes

[J Not
[J Ido not know
[J I do not answer

Frequency of answers %
Yes 10 33,33
Not 10 33,33
I do not know 5 16.67
I do not answer 5 16.67
Totally 30 100%

From the image above, we can see the equality of the answers.

Thus, 33.33% of the interviewed employees consider that the superior gives
them regular feed-back regarding the activity they are carrying out, also 33.33%
consider that the manager does not give them the feed-back.

Question no. 7
7. Within the company where you work, do you consider that there is
accessibility and availability on the part of the superior managers to listen to the
employees' opinions?
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0 Yes

[0 Not

[0 I do not know
[0 I do not answer

Frequency of answers %

Yes 12 40
Not 10 33,33

I do not know 3 10
I do not answer 5 16.67
Totally 30 100%

From the analysis of the answers to this question, it is clear that 40% of those asked
who said that there is accessibility and availability on the part of senior managers
to listen to their opinions, 33.33% consider that there is no accessibility and
availability on the part of their managers, and 16,67% refuse to answer.

Question no. 8

8. Do you consider that you have an open communication relationship
with your manager?

0 Yes

[0 Not

[ I do not know
[0 I do not answer

Regarding the communication relationship between managers and employees, the

Frequency of answers %
Yes 10 33,33
Not 10 33,33
1 do not know 5 16.67
I do not answer 5 16.67
Totally 30 100%

latter consider that there is a good communication relationship.

Both those who answered affirmatively and those who answered negatively were in

an equal percentage of 33.33%.

Also, the rest of the employees did not know how to give a concrete answer.
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Question no. 9

9. The importance given by employees to the quality of collaboration and
the work climate.

Gradulde satisfactie vis-a-vis de calitatea colaborariigiclimatulde munca
Eficienta sedintelor 8%

Climatulde lucru in cadrulgrupuluiin care va desfasurati
activitatea

2%

Natura feedbackuluidin partea sefuluidirect 6%

Calitatea colaborariicu sefiidirecti 6%

Gradulde informare asupraorientarii strategice sia rezultatelor
organizatiei
Natura siintesitatea controluluidin parteamng. a activit.pe
care o desfasurativa creaza o starede confort profesional
Accesibilitatea sidisponibilitatea managerilorsuperioride a va
asculta opiniile

Calitatea colaborariicu celelalte departamente in vederea
indepliniriiactiv. proprii

0% 20% 40% 60% 80% 100%

mF.multumit/Multumit mAsa si asa Nemultumit/F. Nemultumit

We observe that the participants in the study are very satisfied/satisfied with the
efficiency of the meetings and the working climate within the group in which
everyone carries out their activity (90%), the nature of the feedback from the direct
manager and the quality of the work with the direct manager (8%) of the degree of
information on the strategic orientation and results of the organization (64%).

Instead, the nature and intensity of control on the part of the managers of the
activity carried out creates a state of professional comfort only for 46% of the
employees - what represents a normal phenomenon to some extent, the
accessibility and availability of senior managers to listen to the opinions of the
employees thanks to only 44% of the performance of the others questioned with
those questioned, and the quality of the department in the department their own
activities 30% of the respondents - a fact explained, in part, by the competition
within the department. (Ohunakin, F., & Olugbade, O. A. , 2022)

Therefore, the aspects that must be taken into consideration, in the view of some
possible improvements, are available to senior managers to listen to the opinions of
the employees, whose percentage of dissatisfied or only partially satisfied is quite
high, 56%, and the quality of collaboration with the other department in terms of
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the performance of own activities, which is very important for employees, but the
existing situation leaves much to be desired for 70% of them. . (Ohunakin, F., &

Olugbade, O. A. , 2022)

Question no. 10

9. Is the communication relationship with the direct manager important

for you?
1 Yes
[J Not

(1 Ido not know

[1 Ido not answer

Frequency of answers %
Yes 30 100
Not 0 0
I do not know 0 0
I do not answer 0 0
Totally 30 100%

To this question, all the interviewees answered the same, that is, affirmatively to
this question. The communication relationship with the direct manager is important

for all employees.

Question no. 11

10. Do you think that communication with your manager should be

improved?

0 Yes

[1 Not
0 Ido not know
0

I do not answer

Frequency of answers %
Yes 20 66,66
Not 2 6.66
1 do not know 0 0
I do not answer 8 26.68
Totally 30 100%
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To this last question, 66.66% of respondents considered that communication
with the manager should be improved. 26.68% considered that it is better not to
answer, while only 6.66% say that it would not be necessary to improve the
communication relationship, not the direct manager.

3.8. Conclusion of the questionnaire analysis

The questionnaire is proposed as a general model for implementing a human
resources satisfaction process in relation to communication with managers within
the organization. (Ozyilmaz, A., & Taner, D., 2022)

The applied questionnaire consisted of a total number of 10 questions. The users
were asked to carefully choose the answer variant considered closest to their
personal point of view.

From the analysis above, it is clear that most of the interviewees gave
affirmative answers, that is, they appreciate the communication relationship they
have with the direct manager. (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

To be an efficient manager, it is necessary to exercise the role of leadership, a
common concept is that the job of a manager requires leadership skills, and the
leadership of the land is like that. (Lee, Y., & Kim, J., 2022)

To increase performance related to organizational communication, the majority
of managers develop their ability to process information obtained from subordinate
employees and to transmit it as a feed-back. ( Dlamini, N. P., Suknunan, S., &
Bhana, A., 2022)

Such feedback ensures good reception and understanding of the message,
adapting the information to the characteristics of the receivers, social regulation
through the flexibility of the roles and functions performed by the receivers, as well
as increasing job satisfaction. (Pekkala, K., & van Zoonen, W., 2022). Following
the completed questionnaire, a series of conclusions emerged that managers should
take into account. (Omilion-Hodges, L. M., & Ptacek, J. K. , 2022)

These recommendations that I have tried to suggest should be followed by all
organizations that care about their employees. Because the communication with the
staff contributes to the motivation and increase of the cohesion of this team.
(Gagné, M., Parent-Rocheleau, X., Bujold, A., Gaudet, M. C., & Lirio, P., 2022)

Communication between manager and subordinate represents a key element in
upward or downward vertical communication in the organization. (Ndlovu, T.,
Quaye, E. S., & Saini, Y. K., 2021)
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Ideally, this exchange should give the manager the opportunity to direct his
subordinates towards the proper performance of tasks, clarify the context of the
reward and provide social and emotional support. . (Ohunakin, F., & Olugbade, O.
A.,2022)

At the same time, it should allow subordinates to ask questions about their work
roles and make proposals that allow the optimal achievement of the objectives
proposed by the plans and policies at the level of this organization. .( Dlamini, N.
P., Suknunan, S., & Bhana, A., 2022)

But, as always, this model remains at the desired ideal, at the level of
organizations, in the process of communication between the manager and the
subordinate, existing a series of deficiencies, of communication barriers, among
which we mention: the conflicting demands of the role, the effect of the status of
the function, the string. Of these, the most frequent is that of the effect of the status
of the function. (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

The job status effect represents the tendency of manageres to over a little price
on communication with their subordinates, because the status they have determines
them to manifest a clear desire to communicate with people having the same status
as them or a higher status. (Tumi, N. S., Hasan, A. N., & Khalid, J. , 2022). Often
this tendency has no connection with the professional training of subordinates.
(Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

3.9. Perfecting the process of managerial communication in motivating
employees within the CONEREPET SA Ploiesti Company

Employees represent one of the resources that can ensure the company's
success. These are key factors in production, marketing and sales, whether it is
about products or services.

Unfortunately, many employers/companies do not value the idea of employee
satisfaction, which should have at least the same importance as customer
satisfaction.

On the other hand, for successful companies, employee satisfaction is a clear
goal stipulated in the company's mission statement.

To achieve satisfaction, employees must first feel accepted, and this
presupposes a certain level of information. For the company, the advantage is that
informed employees can think in the company's style, show initiative, and be
involved in the decision-making process.
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The communication between the manager and the subordinate represents a key
element in the upward or downward vertical communication in organizations.
(Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

Ideally, this exchange should give the manager the opportunity to direct his
subordinates towards the proper performance of tasks, clarify the context of the
reward and provide social and emotional support. (Ohunakin, F., & Olugbade, O.
A., 2022) At the same time, it should allow subordinates to ask questions about
their work roles and make proposals that allow the optimal achievement of the
objectives proposed by the plans and policies at the level of the organization.
(Ohunakin, F., & Olugbade, O. A. , 2022)

We conclude that the manager-subordinate interpersonal relationship is the most
important interpersonal relationship at the organizational level; most activities that
take place at the unit level are based on this relationship.

The manager is "the person who has to make others do", as defined by T.
Hersini. From this point of view, he is the one who must create a working
atmosphere, he must set up those conditions in which the subordinates can be the
most efficient. The subordinate is obliged, somewhere, to sell his labor power in
exchange for a salary. (Yue, C. A., 2022) Even if the logic is simplistic, it is not
obliged to have the ensemble image of what happens in the unit; He must execute
the order received or fulfill the duties provided for in the job description. (Tumi, N.
S., Hasan, A. N., & Khalid, J., 2022).

Obviously, it is desirable for subordinates to be open, to have initiative and to
be able to create work environments. But this is not obligatory for them; this
obligation belongs to the manager (manager).

Starting from this simple observation, we can affirm that the decisive role in the
efficiency of the manager-subordinate relationship belongs to the first. From this
point of view, the modalities that you will enumerate (without exhausting them all)
concern the express activity of the manager and less that of the subordinate.

Self-control has a very important role in establishing interpersonal relationships;
It is an extremely important trait and, at the same time, an efficient way to improve
the relationship.

Autocontrolul, ca modalitate, ii impune sefului o constientizare a efectelor
propriilor sale acte comportamentale: sa-ti precizezi, mai iIntéi tie insuti ceea ce
vrei s spui, sa nu vorbesti sub impulsul momentului sau sub stapanirea unei emotii
puternice care tulburd gandirea, obiectivitatea si clarity.

Self-control presupposes mastery, emotional control, objective attitude, and the
ability to overcome daily challenges and stress.
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Improving communication

In international relations, it is very important to create an atmosphere favorable
to communication and collaboration, cohesion, and active solidarity. (Ozyilmaz,
A., & Taner, D., 2022) Communication represents one of the most important
aspects of the organization; many aspects of leadership depend on the way in
which people communicate with each other. (Lee, Y., & Kim, J., 2022)

From this point of view, the manager must take care of the communication he
exercises with his subordinates.

Clear transmission of messages

The information can be given either "coldly" - through strictly rational means,
through objective data, figures, graphs and arguments, or "warmly" - with their
personal explanations regarding the people from whom they come from and the
people who put in the applications. For people to correctly understand the need for
effective communication, manageres must speak their language, must present their
message simply and effectively. (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

The simplicity of the messages

Let's not transmit more information at once, without any order and logical
connection between them. The manager must beware of information overload as
well as its insufficiency; also, he must adapt the message to the degree of
understanding of his people. (Raina, R., 2022)

Repetition of communication

It is useful to repeat the communication and to convince ourselves that, indeed,
they were understood and remembered. In communication, there is a rule called
"rule 7" which states that something must be said seven times, in seven different
ways to be understood; if this is the case, this must be done by the manager.
(Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

All these methods can help manageres to promote efficient interpersonal
relations, aim to ensure a working climate and a relaxed atmosphere so that
subordinates feel good at work. This does not mean that these methods are signs of
weakness on the part of the manager who must necessarily behave in this sense.

The logic of discourse

A clearly written document with correct punctuation or a speech made in an
elevated language becomes, when the rigor of their logic is uncertain, an
unpleasant thing to accept.

Due to this fact, it is necessary to logically structure the information we want to
transmit and to respect the rules of written or spoken communication. For example:
loose speeches, briefings, or reports, without well-defined goals, make
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communication inefficient and the receivers (subordinates) reject or remain
indifferent and reduce the authority of the manager. (Ndlovu, T., Quaye, E. S., &
Saini, Y. K., 2021)

Downward communication, which takes place from the top of the hierarchy to
employees, also known as "the manager's word", can be improved by:

* presenting the work tasks in a clear way to each employee, so that they
understand exactly what is expected of them;

* explaining the reasons that determined the request for the employee's
contribution, so that the person understands the meaning of his effort;

* providing frequent feedback on the quality of the performed performances to
motivate the employee to achieve the goal; (Dlamini, N. P., Suknunan, S., &
Bhana, A., 2022)

» multiplication of communication channels in order to increase the probability
of receiving the message; (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

* repeating important messages to allow their integration.

Upward communication or the transmission of individual messages
transformed into actions, personal contributions, responses from employees to the
top of the hierarchy, can be made more efficient by:

» the existence of a favorable climate in the company, which allows
subordinates to express negative or positive messages, without fear of penalty;
(Lee, Y., 2022)b

* the occurrence of malfunctions is more quickly felt by collaborators and the
manager must know this;

* the reduction of social and status barriers at different levels of the enterprise
favors the spontaneous expression of employees; (Omilion-Hodges, L. M., &
Ptacek, J. K., 2022)

* considering the information that can contribute to the formulation of decisions.
(Wang, Y., 2022).

Horizontal communication or within the same hierarchical level can follow the
strategies:

* the development of inter-individual relations between the members of a team
or a department is based on the development of trust between the members of the
company;

* the company aims to facilitate cooperation and to eliminate as much as
possible the situations in which the success of one team can only be conceived as a
failure of another; (Song, B., & Tao, W., 2022).

185



; Annals of Spiru Haret University.
‘f@ Economic Series
M Since 2000

ISSN:2393-1795 ISSN-L:2068-6900

Issue 3/2022

+ the development of meetings allows the exchange of information between
different departments;

* every time it is possible to make joint decisions between the different
departments.

These types of formal communication in the company must have strict rules that
allow its uninterrupted functioning. (Ndlovu, T., Quaye, E. S., & Saini, Y. K.,
2021)

Upward communication channels are interrupted more often; It is a sign that the
company's policy and applied organizational procedures are not working properly
and that human relations are suffering.

The informal channels of communication are particularly strong and are formed
by virtue of the existence of certain relationships determined by work or
affectivity. It is interesting that over 50% of the information reaches the manager
through this channel. Although the messages can often be distorted, they are more
credible than those in formal channels and are faster.

The way of communication influences managerial behavior and we could
classify the style according to the degree of communication as follows: (Lee, Y.,
2022)a

a. The managerial style is suitable in situations where employees' tasks are
complex and when they are not experienced or motivated to perform them or when
they are under time pressure. They will have to give explanations about what they
must do and how. Additional explanations are necessary but lead to additional
time.

b. The coaching style is suitable when there is sufficient motivation for
employees who have good experience. Only then are the professional details
necessary and to allocate time to establishing friendly relations with them. (Gagné,
M., Parent-Rocheleau, X., Bujold, A., Gaudet, M. C., & Lirio, P., 2022)

c. The supportive style only works when people are familiar with the techniques
involved and are interested in developing relationships with the manager. You need
to set aside time to talk with them and involve them in decision-making, to get to
know their suggestions aimed at increasing performance. (Ohunakin, F., &
Olugbade, O. A., 2022)

d. The delegation style can only be applied if the employees have proven
efficient in their job performance and can be left to organize themselves. However,
control over employees is necessary to ensure the maintenance of the required
standards. (Ohunakin, F., & Olugbade, O. A., 2022)
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Consequently, if we want effective communication and an efficient managerial
style to exist in the company, we must understand the importance of the stages and
channels involved in this process. (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

Perception, learning and communication have a special influence on motivation
and behavior. (Lee, Y., 2022)a. Modern management emphasizes the development
of managers of this type of skills in order to be able to mobilize, train and
coordinate their team. Although controversial, the performance elements of
Japanese management are based on these dimensions. (Dlamini, N. P., Suknunan,
S., & Bhana, A., 2022)

Managers must constantly pursue the perfection of managerial communication
due to its increasing importance in modern enterprises. (Ndlovu, T., Quaye, E. S.,
& Saini, Y. K., 2021)

Directions for action in this regard include:

— 1improvement of oral (speaking and listening) and written (reading and
writing) communication style;

— increasing the ability to choose the most suitable means of communication;

— taking into consideration the psychological peculiarities of communication
partners depending on gender, cultural level, language differences, etc.

For the efficiency of communication in managerial activity, the fundamental
condition is full concordance between emotions, thinking and action.

It is also very important that the manager-subordinate relationship is based on
transparency and trust, to facilitate the acceptance by the employee of a negative
feedback. In this sense, the specialists recommend giving first the positive
feedback, and then the negative one. (Song, B., & Tao, W., 2022).

Always, the negative feedback that the manager gives to the employees must be
constructive, and not limited to just saying that it is not good. Exclusive feedback
of this type can only lead to frustration and in no case will it have the role of
improving the employee's performance. (Lee, Y., 2022)b

At the same time, positive feedback has the role of stimulating the employee,
which is why it must be given in a balanced way, so that he feels valued and
appreciated by his direct manager.

In my opinion, giving feedback to subordinates should occupy a very important
place in the agenda of every manager, because the manager-subordinate
relationship is the most fragile and extremely difficult to manage.

It is essential that a manager always tries to respond in a timely manner and as
promptly as possible to requests from his employees, even if time represents a
thorny problem. Efficient communication between the two parties can only lead to
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the construction of a solid relationship with a direct positive effect on individual
and organizational performance. (Ohunakin, F., & Olugbade, O. A., 2022)

Managers' awareness of the importance of communication with employees is
necessary because communication is extremely important, without which no
operation can be carried out within the framework of any organization. (Ndlovu,
T., Quaye, E. S., & Saini, Y. K., 2021)

- the relationship with the superior - the fact that the direct manager directly
expresses concern for the employee, recognizes the effort made or delegates an
important task to the employee so that the employee perceives himself to be much
more valuable to the company than in the absence of this aspect.

- the creation of an adequate framework - by this understanding that the
workplace should offer the employee the possibility to develop his dynamism
autonomously and in accordance with his interests. This automotive framework is
necessary at all hierarchical levels.

- good training and necessary tools (courses, specializations, exchange of
experience). The possibility of continuous learning mobilizes employees in their
careers. (Syed, F., Naseer, S., Bashir, F., & Fatima, T. (2022). Training and
development are fundamental for the continuous improvement of employee
training and for the provision of services at the best standard. (Syed, F., Naseer, S.,
Bashir, F., & Fatima, T., 2022).

- feedback (strategies of providing information) - regular feedback from
superiors is a strong motivating factor for a representative number of employees.

Thus, the superior can and is even desirable to establish regular meetings with
the members of his team, meetings in the framework of which they receive
reinforcements related to the activities carried out during the week

- set stimulating but tangible goals, establish clear activity goals and
performance standards, provide appropriate feedback to encourage goal
achievement. Reward employees for behavior that leads to the achievement of the
organization's goals. Make sure that the reward you give is considered by the
employee to be valuable and motivating. (Lee, Y., 2022)a

Negative motivation - it is generated by the use of some aversive motivational
factors. Although it represents a primitive type of motivation, based on threat,
punishment, it should be included with certain precautions in the manager's
motivational tools.

The personal knowledge of the risk of the sanction has a greater motivational
effect than the sanction itself.
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Sometimes the use of this method is indicated because employees in different
conditions (such as those currently with the global crisis) can react unexpectedly
well.

A new method of motivation is Non-financial Motivation, which it is based on
the regulation of all personal, work and corporate factors that influence the energy,
tenacity and enthusiasm of employees and determine them to work at the highest
possible parameters.

In continuation, we want to present a series of methods and techniques of non-
financial motivation: (Gagné, M., Parent-Rocheleau, X., Bujold, A., Gaudet, M. C.,
& Lirio, P., 2022)

- it is recommended to create a short relaxation and energizing program at the
workplace, aimed at eliminating stress and creating new mental associations
between the workplace and the state of mind of the employee

- celebrating and rewarding successes to develop the team's ambition and thirst
for success, any success should be celebrated.

- organizing parties or short evenings to celebrate professional successes

- offering diplomas, certificates, packages, medals or personalized objects to
reward employees with good results

- descriptions of employees' achievements and promotion announcements
published in the company's notice board

- personal congratulations

- sending, through all the internal means of communication at your disposal, a
visible "sign" of the manager's trust, addressed to all the members of the team he
leads. (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

- the development of ambition through internal competitions on professional
topics. Ambition is the catalyst of success and must be practiced like any ambition!
We transform service goals into "finish lines", work into competitions and first
goals into trophies and diplomas.

- rewarding employees with a sincere "Thank you!", providing them with
information, involving them in the decision-making process - especially when it
comes to decisions that affect employees! Remember that the cash prizes only
work for a short period of time!!! The moment you give your employees frequent
financial rewards, it will seem natural to them to receive them continuously, they
will expect to receive more money continuously. Therefore, it is not a reward
method to motivate employees to work more efficiently for a long time. The results
of this type of reward are short-term. Instead, an employee feels much more
responsible and more important for the company if you thank him for the effort he
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has put in and if you tell him how much the work he does means to the company.
Therefore, the motivation of an employee can be done with a low budget, or even
without money. It is important to show your appreciation. How to do this depends
on the creativity of each manager and what would motivate the respective
employee. (Gagné, M., Parent-Rocheleau, X., Bujold, A., Gaudet, M. C., & Lirio,
P.,2022)

- Management is what you do with employees, not something you do to
employees; Tell the employees what you want to do and why! By involving them
too, you will more easily win their support and dedication. Do not create a reward
program to impose on employees! Involve them in its creation, asking them what
they would like the respective program to contain. By involving them they will
have a feeling of importance, something that will attract them to your side and to
the program you want to implement. Employees must understand from your
attitude that the reward program is something you do for them, not something you
impose on them. (Parent-Rocheleau, X., & Parker, S. K., 2022).

- Coaching is a methodology, a form of communication, a process of personal
exploration and discovery, establishing findings and implementing a specific action
plan, followed by feedback. (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

A coach does not teach you but supports you to discover yourself. It asks
exactly the questions you need for the answers you need at that moment in your
development. Through coaching you understand what limitations you have, which
is the source of your successes, it offers you support in discovering the perceptions
that keep you in place and why you cannot evolve in a certain area or period.

Anyone who wants to develop needs a coach. A coach has the power to show us
the direction, to take us out of the box we live in, to make us see other perspectives.
A coach can change your paradigms that keep you in place, can support you to
discover new ways of seeing, listening, and communicating. He will never give
you techniques to be a better manager. You will discover, with his support, how to
be more than that. You will learn to listen so that subsequent conversations lead to
valuable actions, you will experience what 100% responsibility means, what
passion means.

A coach motivates you and gives you support in reaching your goals, but more
importantly, he leads you to discover the best goal for you at that moment.

- Team building - a method very often used by the company in the last period,
to consolidate and complete the team.

Team building is important because it is not done to dispose of employees, but
to find the strong points of each team member, helping them to integrate, to
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discover their common points, influencing in a positive way teams and helping
them to perform more efficiently, the team's results being thus better. In fact, team
building succeeds in a relatively short time to unite a team, its members to have
confidence in the values of the other members, they get to relate much more
efficiently.

This kind of non-financial motivation of employees is beneficial not only for
employees, but also for the company, because it will form a team that knows its
values, its potential, and is ready to carry it to the end.

Therefore, team building is one of the most efficient methods of non-financial
motivation of the employees, and we recommend you resort to such an exercise,
because all these will have great effects on the results of the team. The explosive
development of new communication technologies and their large-scale expansion
had a series of notable consequences in terms of organizational communication.
(Gagné, M., Parent-Rocheleau, X., Bujold, A., Gaudet, M. C., & Lirio, P., 2022)

Thus, communication networks (Intranet) streamline interdepartmental
communication and horizontal interpersonal communication, saving the physical
time of employees who can perform other activities; secondly, it simplifies the
process of consulting employees and transmitting decisions, so vertical
communication. (Ndlovu, T., Quaye, E. S., & Saini, Y. K., 2021)

Finally, the use of the Internet and the calculator in general is great the weight
of formal communication compared to communication informal (privileged
especially by situations of direct and verbal communication of employees)
reducing the risk of developing informational structures "parallel" to formal
structures, with the disadvantage of reduced internalization.

Conclusion

Communication was and remains the inseparable component of social life, it is
not just a notification, news, relationship, but as I stated in the previous chapters
without fear of making a mistake, it is the engine of the development of human
society, without communication the development of live itself could be blocked.

The continuous exchange of messages generates the unity of views and
implicitly, by action, by harmonizing the knowledge regarding the findings, the
way, and the means to achieve them, by promoting the necessary skills, by the
relative homogenization of the groups under the affective aspect (emotional,
sentimental) and motivational one (points of views, interests, beliefs, attitudes).

Communication is part of the "infrastructure" of the organization. Any effort to
develop an organization must prioritize the human side of its development, and
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effective and efficient communication is the only way through which people can
relate synergistically.

Communication is a very important factor in decision-making, in promoting the
image of the bank and in ensuring its stability. The decision presupposes paying
more attention to the processing of messages and their feedback.

Managerial communication emerged as a management discipline from the need
to provide managers with the optimal tools and means of interaction for the
purpose of fulfilling their functions and roles.

Carrying out the managerial functions identified by the illustrious Frenchman
H., namely planning, organizing, commanding, coordinating, and controlling
would become impossible in the absence of communication, as none of these
functions could be performed in the absence of internal and external information,
without a clear formulation and the clear transmission of the objectives, without
ensuring the motivation of the human resources.

Regardless of the social system, of its way of organization, communication
fulfills some functions such as: information, socialization, motivation, dialogue,
education, promotion of culture, integration of human resources, etc.

The existence of an ample, open communication about the work and its
significance allows the understanding and expansion of the work atmosphere in the
company. The art of communicating based on respect for others and avoiding
conflicts is efficient for the company. For the work climate, for its reactivity and
creativity, it is important that the company develops through its own culture the
true art of communication. The manager's attitude, the example he sets for his
subordinates, the judgments he follows are decisive in the company's progress.

The competent employee does not communicate on occasion or according to his
own good please, but conform to a strategy, both in terms of the act of
communication itself, and the existing strategy at the level of the organization, a
strategy that has the role of creating a positive image about it.

Any employee with a management function, in his capacity as a manager,
controls to what extent his decisions have been implemented only if he can
communicate with those who execute them. Only in this way can the executors
know what they have to do, when it has to be done and they can make their
suggestions and problems known.

At the level of organizations in Romania, especially at the level of those from
public sector, communication is poorly realized due to excessive bureaucracy that
often makes information go through many hierarchical levels to reach the recipient.
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Often, senior managers are deprived of real information, being fed up with endless
reports that say nothing.

Efficient communication would have in mind precisely the avoidance of such
situations by renouncing useless and costly methods that make it difficult to make
decisions and solve problems.

References
[1] Dlamini, N. P., Suknunan, S., & Bhana, A. (2022). Influence of employee-manager
relationship on employee performance and productivity. Problems and Perspectives in
Management; Vol. 20, Issue 3.
[2] Gagné, M., Parent-Rocheleau, X., Bujold, A., Gaudet, M. C., & Lirio, P. (2022). How
algorithmic management influences worker motivation: A self-determination theory
perspective. Canadian Psychology/Psychologie canadienne, 63(2), 247.
[3] Hu, Q., Dollard, M. F., & Taris, T. W. (2022). Organizational context matters:
Psychosocial safety climate as a precursor to team and individual motivational
functioning. Safety science, 145, 105524.
[4] Lee, Y. (2022)a. An examination of the effects of employee words in organizational
crisis: Public forgiveness and behavioral intentions. International Journal of Business
Communication, 59(4), 598-620.
[5]Lee, Y. (2022)b. Employees’ negative megaphoning in response to organizational
injustice: The mediating role of employee—organization relationship and negative
affect. Journal of Business Ethics, 178(1), 89-103.
[6] Lee, Y., & Kim, J. (2022). The impacts of CEO leadership behaviors on employees'
affective commitment and scouting behavior: the mediating role of symmetrical internal
communication. Leadership & Organization Development Journal.
[7] Ndlovu, T., Quaye, E. S., & Saini, Y. K. (2021). Predicting organisational commitment:
The role of line manager communication, employee trust and job satisfaction. South
African Journal of Business Management, 52(1), 11.
[8] Ohunakin, F., & Olugbade, O. A. (2022). Do employees' perceived compensation
system influence turnover intentions and job performance? The role of communication
satisfaction as a moderator. Tourism Management Perspectives, 42, 100970.
[9] Omilion-Hodges, L. M., & Ptacek, J. K. (2022). Personal factors, wants, and needs:
Exploring vocational anticipatory socialization through young adults’ preferences for
managerial ~ communication  behaviors. International ~ Journal  of  Business
Communication, 59(4), 621-640.
[10] Ogzyilmaz, A., & Taner, D. (2022). Communication skills shape voice effects in
organizations. The Service Industries Journal, 42(7-8), 606-629.

[11] Parent-Rocheleau, X., & Parker, S. K. (2022). Algorithms as work designers: How
algorithmic management influences the design of jobs. Human Resource Management
Review, 32(3), 100838.

193



; Annals of Spiru Haret University.
@ Economic Series

M Since 2000
ISSN:2393-1795 ISSN-L:2068-6900
Issue 3/2022

[12]

[13]

[14]

[15]

[16]

[19]

[20]

[21]

[22]

[23]
24]

—

194

Pekkala, K., & van Zoonen, W. (2022). Work-related social media use: The mediating
role of social media communication self-efficacy. European Management
Journal, 40(1), 67-76.

Prouska, R., Nyfoudi, M., Psychogios, A., Szamosi, L. T., & Wilkinson, A. (2022).
Solidarity in action at a time of crisis: The role of employee voice in relation to
communication and horizontal solidarity behaviour. British Journal of Management.
Rabiul, M. K., Shamsudin, F. M., Yean, T. F., & Patwary, A. K. (2022). Linking
leadership styles to communication competency and work engagement: evidence from
the hotel industry. Journal of Hospitality and Tourism Insights.

Raina, R. (2022). Moving Crisis to Opportunities: A Corporate Perspective on the
Impact of Compassionate Empathic Behaviour on the Well-Being of
Employees. International Journal of Global Business and Competitiveness, 1-17.
Rice, C., & Searle, R. H. (2022). The Enabling Role of Internal Organizational
Communication in Insider Threat Activity—Evidence from a High Security
Organization. Management Communication Quarterly, 08933189211062250.

Song, B., & Tao, W. (2022). Unpack the relational and behavioral outcomes of
internal  CSR:  Highlighting  dialogic = communication and managerial
facilitation. Public Relations Review, 48(1), 102153.

Su, W., & Hahn, J. (2022). Self-Leadership and Psychological Capital as Mediators in
the Influence of Leader Motivating Language on Everyday Innovative
Behavior. International Journal of Business Communication, 23294884221119453.
Syed, F., Naseer, S., Bashir, F., & Fatima, T. (2022). Positive affective tone as an
underlying mechanism between leader's motivating language and career
outcomes. Management Decision, (ahead-of-print).

Tumi, N. S., Hasan, A. N., & Khalid, J. (2022). Impact of compensation, job
enrichment and enlargement, and training on employee motivation. Business
Perspectives and Research, 10(1), 121-139.

Wang, Y. (2022). When relationships meet situations: Exploring the antecedents of
employee communication behaviors on social media. Social science computer
review, 40(1), 77-94.

Yue, C. A. (2022). The paradox of using public social media for work: The influence
of after-hours work communication on employee outcomes. Journal of Business
Research, 149, 748-75

www.statista.com

Statistical data obtained from studied companies’s sites



; Annals of Spiru Haret University.
‘f@ Economic Series
M Since 2000

ISSN:2393-1795 ISSN-L:2068-6900

Issue 3/2022

CRITICAL EVALUATION OF EU MIGRATION POLICY
IN CRISIS AGENDA WITHIN FRAMEWORK OF
BORDER MANAGEMENT

Sahil MAMMADOV'
TWroclaw University, plac Uniwersytecki 1, 50-137 Wroclaw, Poland
Phone: +48575455103, E-mail: sahil. nammadovv@gmail.com

How to cite: Mammadov, S. (2022). “Critical Evaluation Of EU Migration
Policy in Crisis Agenda Within Framework of Border Management”. Annals of
Spiru  Haret University. Economic Series, 22(3), 195-210, doi:
https://doi.org/10.26458/22310

Abstract

If we try to define the concept of migration, which is one of the critical
issues faced by all countries today, we will see that it is more a search for
innovation stemming from a "problem", and this process has tried to preserve
this feature from the very beginning of history until today. When we open the
concept of "problem" here, it can be seen that sometimes there can be a direct
threat to human existence, such as natural disaster, war, oppression and
persecution, and sometimes this process can occur for personal reasons, such
as unemployment, the desire for a better life. At the same time, the issue of
migration can be considered optional as well as mandatory within the
framework of interstate agreements and various difficulties experienced.

It is known that the migration crisis observed in 2015 as a result of the
fragmentation trend among the member states turned into an integration crisis
in the EU migration policy. In this regard, this study aims to reveal the validity
of independent national policy requirements by analyzing them. The secondary
data methods have applied for this study by using different official sources
from EU and other statistical sources. With this aim, the evaluation of the EU's
migration policy goals, financial, legal and institutional tools in the context of
inter-national and intergovernmental tension in the example of border
management is considered as the main final goal of the study.
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Introduction

In recent times, the widespread human mobility at the international level, which
each of us faces, is considered one of the most important international problems of
the modern era. From this point of view, migration, which is perceived as a threat
or an opportunity depending on the character of the immigrant and the current
situation of the destination country, is one of the important issues that the European
Union is sensitive to and tries to solve (Rosamond, B., 2000). As it can be seen, the
political environment in African countries and the Middle East and the intense
human mobility that occurred as a result of it and the inability of the European
Union states to develop effective policies within the framework of the union at any
level in the face of this situation have caused this issue to become a global crisis
(Bale, T., 2008).

It is known that in the period after 2011, although human mobility aimed at
European countries took place more intensively, this process was more evident in
the first periods after the collapse of the Soviet Union (Ryabov, Y.A., 2012). The
countries of the European Union that were most affected by this wave of migration
were Austria and Germany. After the collapse of the Soviet Union, the European
Union as an organization tried to implement multifaceted policies in order to
prevent intensive migration flows. As a result, the member countries of the
European Union, which once migrated to the north and west, have now started to
become a new place of immigration as a result of the processes taking place.
Considering the general migration policy implemented in the European Union, it
can be easily seen that the migration policy is formed on two different levels. One
of them is that some elements of this policy are developed at the national level, and
other elements at the Union level, reflecting the seriousness of the issue. Thus, the
research conducted in the direction of the development of the general policy of the
European Union on both border control and illegal migration fight once again
confirms the importance of the two issues mentioned above (European
Commission, Relocation and Resettlement, 2017).

Looking at the purposeful policy carried out by the Union in this direction, it
can be seen that the European Union (EU) gained the status of a legal entity with
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the entry into force of the Treaty of Lisbon in 2009, and as a result, the Charter of
Fundamental Rights became binding and the jurisdiction of the Union was
expanded. As a result of increasingly limited migration, the arrival of nearly two
million asylum seekers in the EU in 2015 led to a "migration crisis" that rekindled
the trend of fragmentation in member states (European Commission, Security,
Borders, Police, 2017). As a result of this, discussions on leaving the EU
membership among the member countries began to gain momentum. In order to
make correct assessments within the framework of these ongoing processes, it is
necessary to remember the reasons that led member states to adopt a common
migration policy by uniting them under the EU umbrella, and to emphasize the
great need to review the content and nature of granting supranational powers in this
direction. The main purpose of this study is to examine the effectiveness of the
migration policy and instruments implemented by the European Union within
framework of border management from the point of view of the common
tendencies and interests of the member states.

Overview of migration policies of member states

It is known that the European Union has been manifested by various expansion
processes since its inception, and this process has led to the strengthening of
integration within the Union and the provision of free movement between member
countries. At the same time, on the other hand, in order to strengthen the protection
of the external borders of the European Union, it aimed to minimize illegal
migration (Guiraudon, V., 2003). In accordance with the EU policies aimed at the
free movement of people on the one hand, and services, goods and capital on the
other hand, the Treaty of Amsterdam signed in 1997 transferred immigration and
asylum issues to the policy area where the joint decision-making procedure is
valid. As a result, concerns in the field of migration and asylum began to be
discussed in the institutional structure of the EU in a broad context for the first time
in the Amsterdam agreement (Boswell, C., 2003).

Since the signing of that agreement, the EU has focused its policy on unwanted
migration, as well as strengthening border controls in the EU and neighboring
countries (https://eur-lex.europa.cu/EN/legal-content/summary/the-hague-
programme-10-priorities-for-the-next-five-
years.html#:~:text=The%20Hague%20Programme%20provides%20for,readmissio
n%20and%20return%200f%20migrants). As a result of both the driving force of
the continuously developing globalization processes and the several enlargement
policies of the EU, the member countries of the European Union have fallen into a
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framework where the borders are sometimes uncertain, and in this regard, the
member countries emphasized the need to revise their border policies. It was
considered one of the most important issues faced by the Union countries to clarify
the issues of which groups will be accepted from their national borders under
which conditions with the immigration policy covering issues such as work
permits, visas, residence permits, and the right to settle in general (Geddes, 2003).

Economic migration (Sasse, G.,2005), which is considered one of the main
purposes of coming to the countries of the European Union, and the immigration
policy, which includes asylum, controlled the classification of the flow of
immigrants to these countries according to their origin and form. At the same time,
it controlled the classification of immigrants according to the duration and forms of
settlement. Issues such as cross-border human trafficking, the fight against
organized crime and terrorism, the situation of illegal migrants and deportation are
also within the scope of migration policy (Hollifield, J.F., 2004).

At the same time, many areas of concern to both immigrants and society, for
example, the rights of immigrants to the Union countries and the principles of
acquiring citizenship after a certain period of time, formed important contours of
the integration policy that regulated their interaction with society and the state.
Here the focus should be on the concept of migration mode. According to the
approach of Doble and Rutledge, the system of national and international rules and
laws that form the framework of immigration and integration policies with the
possibilities of immigrants to enter and settle in any Union country and what rights
and opportunities they have there is generally called the "migration regime".
(Doble and Rutledge, 2010).

Development of eu migration policy by authorities and targets

Today, migration, which is the main target of research, has always been
considered a human rights issue regulated by international law, except for the EU
and its member states. As a result of the Geneva Convention signed in 1951, the
developed international legal regime came to Europe from different countries and
supported the granting of rights and opportunities to asylum seekers, especially
guaranteeing the principle of non-refoulement (Hansen, R.,2011). As a
continuation of this process, although the issue of migration was first tried to be
resolved informally at the intergovernmental level, later this issue began to be
resolved formally and was gradually included in the founding treaties of the
European Union. It is known that the basis of the first such regulation among
European Union members was laid by the Schengen Protocol signed in 1985
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(Papagianni G., 2006). As a result, the main goal of the organization was to
gradually abolish the internal borders of the European Union and adopt a common
external borders policy. As a continuation of this protocol, the Maastricht Treaty
was signed in 1992 (Polat C., 2006), where the issue of "justice and home affairs"
was brought to the fore and designated as the third pillar after the common foreign
and security policy with the Union. This agreement further strengthened the terms
of the Schengen Agreement and declared the goal of turning the Union into a
security zone of the European Union in accordance with the principle of free
movement of people, including asylum and migration issues (https://eur-
lex.europa.cu/resource.html?uri=cellar:2bf140bf-a3{8-4ab2-b506-
fd71826e6da6.0023.02/DOC_1&format=PDF).

However, since the Union does not have legislative authority, only the general
position of the Council as a structural tool of the organization was considered
sufficient for provisions on cooperation and coordination of member states and
regulatory issues. According to the Treaty of Amsterdam signed in 1997, the
discussion process started with the proposal of the European Commission is intended
to make a decision on the issue of migration, but at this stage it is not possible to talk
about full nationalization, that is, a unified migration policy of the union. The
decisions taken at the Tampere Summit, taken in parallel with the entry into force of
the Treaty of Amsterdam in 1999, can be considered as the first systematic attempt to
develop a common immigration and asylum policy as a whole
(https://ec.europa.eu/economy _finance/publications/european_economy/2009/inde
x_en.htm).

However, in 2009, after the rejection of the draft Constitutional Treaty, the
Treaty of Lisbon was signed between the member states of the European Union,
which changed both the institutional structure and the immigration policy of the
Union. The content and obligations of the Treaty of Lisbon are distinguished from
those of the previous treaties, in which "policies related to border control,
immigration and asylum" have already been regulated under a separate title
(European Commission, 2017). While the policies reflected here are governed by
the principle of devolution at EU level, it basically confirms that the ordinary legal
procedure applies. Under the agreement, the principle of unanimity in border
management was partially preserved, and the issue of harmonization in integration
policy was also prohibited. In the Stockholm Program (2009-2014), established
within the framework of the aforementioned Lisbon Treaty, it was seen that the
goals of protecting the rights of asylum seekers and immigrants, ensuring their
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security and strict border control, as well as reducing costs in the fight against
illegal immigration were judged. (Council of the European Union, 2009).

The action plan prepared by the Commission under the Stockholm Program
includes border control, visa policy, common asylum system initiatives, determining
the impact of immigration policy on other policies of the Union, combating illegal
immigration and human smuggling and supporting victims, common standards for
reception of third country nationals, family preparation, examining the impact of
immigration on development in countries of immigration, as well as improving the
rights of immigrants, harmonizing immigration statistics, improving relations with
third countries and signing readmission agreements (European Commission, 2010).
At the end of the Stockholm Program adopted in 2009, a common asylum system of
the European Union countries was formed in the field of migration and asylum, and
as a result, the entry and admission conditions for legal migration were further
specified and some common rights of immigrants were accepted
(http://www.votewatch.eu/). At the same time, the Union's foreign policy framework
was defined and relations with third countries began to be continued in accordance
with the adopted foreign policy framework, and there were certain improvements in
the visa policy. (European Commission, 2014).

Peaple found
People refused to be illegally
entry in the EU present in the EU

139000 - nonev - 681200

citizens subject

to immigration
law enforcement
)

021 I}

Peaple returned
following an order
to leave

People ordered
to leave an
EU Member State

342 100 82700

Figure 1. Non-EU citizens subject to immigration law enforcement in 2021
(number)
Source: Eurostat (May 2022)
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The indicators described above explained the official record of persons subject
to the application of immigration legislation in the member states by assessing the
results of the current situation on territorial control and control procedures in the
EU.

50
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o III ||l| "
1 l|||||l||| g
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Citizens of other EU Member States = Citizens of non-EU countries

Figure 2: Share of non-nationals in the resident population, (January 2021 (%))
Source: Eurostat

If we analyze the number of non-citizens who have become citizens in the EU
member states, then based on the 2021 statistics presented above, it can be clearly
seen that the EU Member State with the highest share in relative terms is
Luxembourg, which is about 47% of its total population. is made up of non-
citizens. However, a high proportion of foreign citizens (more than 10% of the
permanent population) was also observed in Belgium, Malta, Ireland, Austria,
Estonia, Cyprus, Latvia, Germany and Spain. In contrast, non-citizens made up
almost less than 1% of the population (0.8%) in Romania. However, the relative
share of foreign nationals in the total population was highest in Luxembourg
(49%), Malta (23%) and Cyprus (22%).
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Management of external and internal borders

In the management of the external borders of the European Union, the integrity
of the union is at the forefront of risk minimization and entry control (Zaiotti,
R.,2011). The process of creating common standards between the European Union
and its member states to ensure integrated border management will play a decisive
role in ensuring information exchange and increasing border security (European
Union, 2014). These mechanisms and standards are closely related to each other
and to other areas of immigration and security policy. The Schengen Borders
Regulation (SBR), which is considered one of these mechanisms, under the
heading of "external border control" defines the objectives of external border
control, approval and rejection procedures, the rules and controls to be applied at
border crossings as a whole, the qualifications of personnel responsible for border
control of member states, and members in border operations. regulates the
principles of coordination between states (https://op.europa.ecu/en/publication-
detail/-/publication/42fba6c3-f0c5-11e5-8529-01aa75ed71al).

At the beginning of enforcement mechanisms, the Schengen Information
System (SIS) was created to enhance border security by exchanging information
between Schengen member states, Europol and Eurojust. Bulgaria, the UK, Ireland
and Romania only participate in SIS in the framework of security cooperation
(European Commission, 2017c).

This system is for the purpose of identification and the purpose of protecting
personal data, and if we look at 2016 alone, we will see that this system, where all
crossings from the borders of the Schengen area are questioned and recorded, was
accessed by member states about four billion times in that year (EU-Lisa, 2017,
https://www.eulisa.europa.eu/Publications/Corporate/eu-
LISA%20Annual%20Activity%20Report%202017.pdf).

Another mechanism put forward by the Union is the Entry-Exit System (EES)
and Passenger Registration System (PRS), proposed by the European Commission
as part of the fight against illegal migration, which were rejected by the European
Council and Parliament for a long time due to technical and financial difficulties
(European Commission, 2018a). However, since the recent migration crisis and the
2015 Paris terror attacks, it has come into force in a revised form. The EES was
established in 2017 by amending the Schengen Borders Regulations. Now, in
addition to checking all border crossings in SIS and other databases, the authorities
must confirm that there is no threat to "the public policy, internal security, public
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health or international relations of any Member State" (European Commission,

2018b).

An interesting fact to note is that the illegal migration flow within the Union
decreased dramatically during 2015-2018, an exceptional period in terms of global
human mobility, which can be seen more clearly in the figure below:

Figure 3: Illegal migration flows in EU (1990-2018)
Source: Conseil de I’Europe

It is considered that there are serious concerns about the reception of migrants
in Europe, especially migrants from African countries, which raises fears of a
possible threat to European society and its culture. According to this approach, as a
result, Europe is firstly invaded by migrants from different countries who want to
benefit from the economic advantages and social laws of Europe, as well as to

change their existing traditions by not integrating.
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It is well-known that the common border management, which is considered the
main institutional management of the EU, was prepared to abolish the internal
borders, but it could not do it completely. Of course, under certain conditions,
internal borders can be checked in limited regions and for limited periods.
This can be easily seen in practical experiences when traveling to various
countries of the Union. Schengen member states in the European Union
had the right to implement internal border control within the SBR for the first time
after the abolition of internal borders (1995) (https://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=celex%3A32016R0399). These adopted regulations allow
for internal border control under certain justifications and procedures, such as
emergency situations.

Financial support to border management of EU

Various programs have been developed in the European Union to ensure
effectiveness in the field of border management, and targeted financial resources
have been allocated in this direction. One of these programs is the Odysseus
Program (1998-2002), which is considered one of the first programs on border
management of the Union. By using this program, the Commission provided 12
million Euros of support to provide education and cooperation between relevant
institutions of the member states, academics and non-governmental organizations
for the reason of border management from asylum, migration and external border
crossings together. (European Commission, 1998). After this program, the External
Borders Fund (EBF), established under the “Solidarity and migration management
programme”, in 2013. Around 1 billion 820 million Euros, would be directed
mainly to border countries in financial bottleneck, such as Portugal and Greece.
(European Commission, 2017a).

Beside above mentioned, the Internal Security Fund (ISF) (2014-2020) has a
total budget of 3.8 billion Euros, is devoted to the subject of “external borders and
visas” (European Commission, 2017e). It should be noted that the European
Asylum Office (EASO) cooperates with different border management platforms
such as Europol in its work on criminal activities and transnational terrorist in the
registration and deportation procedures of asylum seekers and migrants (Frontex,
2018). The next platform is called as the European Border Control System
(EUROSUR), which is established in 2013. This center through Frontex
(http://frontex.europa.eu/about-frontex/origin/) and the national coordination
centers will establish, determines the specific framework for external border
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management for the purpose of combating illegal immigration and identifying
unauthorized crossings, cross-border crimes, and coordination.

EU policy for the migration crisis and assessment of requests by national
policies of member states

From different periods of history to the present day, mass movements of people
to different countries caused by political, economic or security reasons have been
evaluated as a "crisis" by the countries to which it is directed (Lenart, J., 2012).
Thus, in the history of the Union, many processes took place after the Cold War, in
the context of the acceleration of economic migration and asylum movements as a
result of the reunification of Germany, at the same time, the expansion of the EU to
the countries of Central and Eastern Europe, as well as the disintegration of
Yugoslavia, in the context of various international wars and crises, the influx of
asylum seekers justified the need to implement urgent measures (Vdlkel, J.C.,
2017). According to the visible picture, there have been significant changes in the
number of immigrants entering the borders of the European Union illegally, which
led to an increase in this number from 280 thousand in 2014 to 2 million in 2015.
About 200,000 of these immigrants, most of whom are of Afghan, Syrian and Iraqi
origin, went to Hungary, and the largest group, about 1 million, went to Germany
(Schimmelfennig, F., 2017).

The response to this crisis covered all areas of migration policy within the
European Union, except for legal migration. Thus, after the emergency meeting of
the European Council in 2015, the commission's urgent intervention proposals
were put forward, reflecting the separation of 120,000 asylum seekers in Greece,
Italy and Hungary to other member states of the European Union, and at the same
time accepting 20,000 refugees outside the borders of the Union. proposed the
creation of a long-term resettlement scheme within (European Commission,
2015b). As a result, the issue of temporarily sending 20,000 people from third
countries and 100,000 people from Greece and Italy to other member countries was
approved by two different decisions of the European Council in 2015. Host
countries will receive support through EASO through the European Migration and
Integration Fund (AMIF) in the amount of 6,000 Euros per resettled person, Greece
and Italy. It is reported that the migration crisis in 2014-2017 cost an average of
one to two billion euros per year. (https://www.oecd.org/els/mig/migration-policy-
debates-13.pdf).

Considering the border management dimension of the migration crisis,
it can be said that there is a  border security  crisis
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(http://www.europarl.europa.eu/summits/tam_en.htm). The administration of the
external borders has entered into a bottleneck, especially for Italy and Greece,
where there are intense entrances to the Union lands. As a solution, the funds
allocated to border management have been increased and directed mainly to border
countries (European Commission, 2017a). Frontex's functions have been increased,
including budget and return support. It has been tried to strengthen the border
management in the third countries where the refugees pass through (De Bellis, M.,
2017). However, it has been reported that member states continue to carry out
border operations, especially return, mainly at the national level, despite the 2016
regulation amendments aimed at increasing Frontex's operational capabilities, and
slowing the process by avoiding personnel and ammunition support to joint
operations and the border policing unit (European Commission, 2017b). The most
striking development in the field of border management is that the control of
internal borders has started to turn from the exception to the rule (Table 1).

Table 1: Schengen Area Internal Border Controls (2006-2017)

Member states Number of Requirements
applications
Hungary, Slovenia 1-2 Immigration pressure
MNetherland, Spain, Portugal, 1-3 Gatherings

Italy, Poland, Lithuania, Estonia,
Finland, Iceland

MMalta, Belgium 2-3 Gatherings, undocumented

immigrants, terrorist threat
Denmark, Germany, Austria 8-13 Gatherings, immigration pressure
Sweden, Norway 9-12 terrorist threat, immigration pressure
France 14 Gatherings, terrorist threat

Source: European Comission, 2018b

If the migration processes related to Poland is reviewed, it will be clear that
although Poland has been found to be sending back asylum seekers from different
countries in violation of the European Union obligations, no sanctions have been
applied to this country (Amnesty International, 2017¢).

After the referendum on June 23, 2016, Great Britain assessed the current
situation and decided to withdraw from the EU membership (Brexit), and as a
result, the demand for a national determination of immigration policy for Great
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Britain was brought to the fore (The Guardian, 2016). These ongoing processes
provide grounds for the re-nationalization of the migration policy and the
fragmentation of the Schengen zone, rather than the centralization of the anti-
immigration policy in the member states within the EU framework.

Conclusion

According to the result obtained while evaluating the research work, it can be
seen that the root of the problem faced by the European Union in connection with
immigration and asylum has not been examined in a wider framework. Thus, it can
be concluded that the EU is increasingly trying to find more restrictive and short-
term solutions to the problem of migration.

As a result of the research, it should be noted that the border management
programs and mechanisms implemented by the European Union in order to prevent
the flow of migration have not yet been able to fully demonstrate their
effectiveness. As the main reason for this, the fact that the member countries of the
European Union prioritize their national policies on migration over the general
policy of the Union indicates that the European Union has not formed a single
migration policy. Of course, if we look at the political goals of the European
Union, which have been determined at the intergovernmental level since its
inception, it can be seen that this policy, when compared with the general trends
and interests of the member states, is not revealed by any serious differences of
opinion. On the other hand, in terms of the financial and institutional tools
(https://ec.europa.eu/home-affairs/financing/fundings/migrationasylum-
borders/external-borders-fund en) we talked about above, it can be said that
effective results can be achieved thanks to the joint initiatives of the member states,
unlike the international nature of migration and the principle of border security and
subsidiarity. Based on this, especially in the recent migration crisis, these
institutional tools have been found to be inadequate instead of replacing or
burdening member states. From the visible picture, it is clear that when evaluating
the conflicts of the member states regarding the migration crisis, the main
difference is that there are serious problems in the distribution of short-term human
and financial costs.

Based on the results obtained from the study, it can be seen that the reflection of
the migration crisis on border management is not destructive due to the
authorization of internal border control, and it is found that the regulations to
increase the security of external borders are continued. On the other hand, this
process also shows that it is clear that the member states may not fulfill their
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obligations by using the weakness of the relevant sanctions’ mechanism adopted by
the European Union.

Although various migration border management programs and mechanisms are
implemented within the EU, border operations are still mainly managed at the
member state level. The current migration crisis shows that the EU member states'
immigration and related border management policies confirm a "variable
geometry” or "multi-geared" integration process, which may suspend their
currently minimal commitments.

In the end, it can be noted that if there were any disruptions in the development
process of policies and instruments implemented by the European Union before the
migration crisis, and if we take into account the deepening differences between the
areas of migration policy, it is clear that the ongoing processes will not lead the
migration crisis to a new direction, on the contrary it will affect its further
deepening for some time. If in the future, as a way to solve the problem, Europe is
based on the mechanism of unification within the framework of a single migration
policy, here, first of all, the actions of the member countries in a single context
regarding the procedure for accepting migrants should be brought to the fore.
Among the countries that will decide to implement a common policy, common
standards of treatment should be adopted for the adaptation of asylum seekers, and
the existing camps should be systematically inspected and improved to protect the
basic human rights of refugees who have arrived in these countries.
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Abstract

This study is to examine the influence of risk aversion on the adoption and
utilization of self-insurance among Small Medium Enterprises (SME) owners
in Lagos State. This study employed cross sectional class of survey research
design. Three hundred and fifty SME owners were selected using Taro Yamane
formula and the data obtained was analyzed using correlation and t-test
inferential statistics. Questionnaires were administered through convenience
sampling method. The result of the study revealed a significant relationship
between risk aversion and self-insurance utilization among SME owners in
Lagos State. Additionally, the result of this study also revealed that there is no
significant difference between preference for conventional insurance and self-
insurance among Lagos State SME owners. Based on the findings of this study,
it is recommended that conventional insurers should endeavor to develop
products that address the actual needs of SMEs. It is also recommended that
SME owners should be highly disposed to risk improvement measures as this
would help to reduce the cost of market insurance and self-insurance even if
both are taken up contemporaneously.
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Introduction

In daily life, individuals and firms take up insurance cover to manage various
kinds of risks (Lee & Fung, 2021). Entities can either invest in reducing the extent
of a potential loss or in reducing the frequency of a hazardous event while making
efforts to manage risks (Hofman & Peter, 2012). Aside the utilisation of
conventional insurance, risk management techniques also incorporate self-
protection and self-insurance mechanisms (Pannequin & Corcos, 2017). In
consideration of a number of foreseeable risks, individuals and firms often expend
great efforts to reduce the severity/consequence of losses or to minimize the
frequency of losses (Lee & Fung, 2021).

Because of the rapid rate of technological advancement and the globalisation of
markets, the business climate is becoming increasingly risky and challenging for
businesses (Zoghi, 2017). As a result, in today's corporate climate, learning how to
detect, assess, and respond to different categories of risks is critical for business
survival. When compared to large corporations, Small Medium Enterprises are
more impacted by the effect of numerous risks due to their limited resources and
structural peculiarities (Zoghi, 2017). In this regard, risk-averse entrepreneurs tend
to choose safer enterprises, while risk-seeking entrepreneurs tend to opt for riskier
ventures (Chodokufa, 2014). However, increased risk aversion leads to increased
self-insurance expenditure if only the loss state is the worst condition, as intuition
implies. (Lee, 2010; Hofman & Peter, 2012; Dionne & Eeckhoudt 2012; Hurley,
2014).

The decision to expend efforts in managing risk involves the consideration of
risk and uncertainty (Huber, 2021). Given that an entity is confronted with such
quandary, the risk management component of self-insurance is more likely to
dominate especially for those who are risk averse (Hofman & Peter, 2012).
Theoretical findings further corroborate this notion by showing that greater risk
aversion brings about optimal self-insurance (Huber, 2021). However, theoretical
research into market interactions between conventional insurance and self-
insurance has not been developed extensively (Pannequin & Corcos, 2017).

Furthermore, the behavioural tendencies of SME owners in the light of
expressing their preference for the utilisation of either conventional insurance or
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self-insurance calls for a serious concern and needs to be empirically unraveled.
For example, where there is no compulsory insurance in respect to a class of risk,
will an entrepreneur choose to transfer his risks or retain them given that he has the
capacity to retain the risk? Also, if self-insurance truly correlates positively with
risk aversion as posited by earlier studies, what implication would such have on
conventional insurance given that a substantial number of SME owners who are
risk averse decide to self-insure? Although, Pannequin and Corcos (2017) found
that self-insurance opportunities act as a threat on the insurance market and
therefore reduce insurer market power and market share. However, an empirical
investigation may be necessary to substantiate this finding. Taking a cue from
Yaari’s model insurance and self-insurance remain substitutable. However, one of
the arguments advanced for some risk management techniques, such as self-
insurance, is that investment in some of these risk management techniques and
their induced risk reduction are assumed to occur concurrently, but in the real
sense, they frequently occur temporally separated (Huber, 2021).

Several studies have established that a nexus exists among self-insurance, self-
protection and risk aversion. For example, Menegatti (2009) examined self-
protection in a two-period environment and discovered that prudence is linked to
self-protection investments. Peter (2017) replicates the one-period result and
explains his findings through the substitution effect between self-protection and
saving by incorporating endogenous saving (Menegatti & Rebessi, 2011). Alary,
Gollier and Treich (2013) revealed how ambiguity aversion might increase the
demand for self-insurance. In a two-period anticipated utility framework with and
without saving, Hofmann and Peter (2016) investigated self-insurance and self-
protection utilisation. However, having perused several other literatures, it appears
that little study has been carried out on the implication of higher demand for self-
insurance by the risk averse on the conventional insurance market. This study
therefore aims to fill this empirical gap. The rest of this paper therefore includes;
literature review, methodology, data analysis and interpretation and conclusions
together with recommendations.

Objectives of the study

The aim of this is study is to examine the effect of risk aversion on self-
insurance among Small and Medium Scale Enterprises Owners in Lagos State. The
specific objectives are to;

i. assess if risk aversion has significant relationship on self-insurance utilisation
among SME owners in Lagos State.
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ii. examine if there is any difference between preference for self-insurance and
conventional insurance among SME owners in Lagos State.

Literature Review

Concept of Self- Insurance and Risk Aversion

The purpose of risk management is to determine the optimum effort that is
expected to be expended inrisk prevention and insurance operations (Zhang,
2017). In order to combat risks, individuals could lower the severity of prospective
losses (self-insurance or loss reduction) or limit the likelihood of a risk occurring
(self-protection or loss prevention) (Lee & Fung, 2021). Self-insurance is defined
as a situation in which a person or a business does not enter into insurance
arrangements with commercial insurers and instead relies on alternative risk
management strategies (Holly, 2016). The idea of self-insurance is that an entity
bears consequence of an unanticipated event when the entity decides to bear the
risk on its own. When an organisation fails to self-insure, it may fall into great loss
when awareness about an exposure is low and in consequence fail to address it
(Outreville, 1998). In this sense, self-insurance provides a means of transferring
wealth from lower-marginal-utility states to higher-marginal-utility states, whereas
self-protection just improves the likelihood of higher-utility states at the price of
losing wealth in all states (Zhang, 2017).

It seems to reason that as people become more risk adverse, they would make
more efforts to decrease risk (Zhang, 2017). Risk aversion is at the heart of
insurance, and it is seen as the phenomenon which makes insurance feasible. This
is because policyholders prefer the certainty of a lesser loss (the amount of an
insurance premium) to the chance of a greater loss, which is why insurance
transactions occur (Abraham, 2015).

In this regard, a risk averter would therefore be ready to pay premium that is
greater than the expected value of their exposures (Abraham, 2015). In
consequence, risk-averse entities would be more likely to employ self-insurance
(Hurley, 2014). The reason for this is that as self-insurance improves, so does the
amount of insurance available for all types of loss exposures faced by businesses
(Lee, 2010). Self-insurance, like insurance, reduces final wealth in a good
condition with no loss by raising solely the cost, while increasing final wealth in a
poor state with a loss by lowering the loss rather than raising the cost (Lee, 2010).
However, it appears that the question of whether insurance and self-insurance are
also public-policy alternatives is crucial (Pannequin & Corcos, 2017).
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Theoretical Review

This study is anchored on the expected utility theory. The expected utility
framework laid the foundation for the behavior analyzed above. Ever since the
development of the expected utility theory as an axiomatic theory of choice under
risk from von Neumann and Morgenstern (1944), expected utility theory has
become a prominent tool in analyzing individuals’ choices and economic behaviour
(Lee & Fung, 2021). This theory identifies that there are three categories of human
disposition to risk; risk aversion, risk neutrality and risk preference. A risk averse
individual is an individual who hates the existence of risk. Such individual will
most likely insure and are often ready to pay an amount greater than their loss
exposures in order to minimize their losses. A risk preferer on the other hand, is an
individual who seeks out risk. Such an individual will rarely insure since he is not
prepared to pay an amount greater than his expected loss. Risk neutrality, however,
relates to an individual’s indifference to risk.

According to the Expected Utility Theory (EUT), a decision maker (DM) may
choose between risky and uncertain prospects based on expected utility values,
which are weighted sums produced by summing the utility values of occurrences
multiplied by their respective probabilities (Mongin, 1997). People's wealth is
evaluated in terms of their utility function rather than merely their wealth,
according to this theory. Decision making using expected utility theory involves
comparing E[u(wX)] and E[u(wY)] and to choose the result that has the greatest
expected utility.

The expected utility theory is a fundamental theory that is relevant in the
discussion of possibility of an individual to purchase insurance considering their
perception of risk. This theory is however relevant to the utilisation of self-
insurance by entities as one of the tools of risk management. This is because self-
insurance and insurance have been established to be substitutes. Therefore, ceteris
paribus, an increase in the price of insurance could induce a risk averter to search
for other cheaper methods of handling risk and in consequence, such an entity may
consider self-insurance as a prudent option.

Empirical Review

Empirical findings have revealed that insurance and self-insurance are related in
such a way that, when the unit price of insurance rises, demand for insurance falls
while demand for self-insurance comes up (Pannequin, Corcos & Montmarquette,
2016). The former reduces the market power of the insurer while it has no impact
on the policyholder’s well-being (Pannequin & Corcos, 2017). However, the
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discussion of demand for self-insurance is grasped without unraveling its
interactions with conventional insurance (Pannequin, Corcos & Montmarquette,
2016). Hence, self-insurance opportunities may weaken the monopolistic power of
an insurer and enable the policyholder to claw back a portion of the rent
(Pannequin & Corcos, 2017). Therefore, controlling what may appear to be a
crowding-out effect due to the fact that self-insurance becomes a major issue for
the insurer (Hurley, 2014). At equilibrium, it is expected that self-insurance
opportunities will reduce the insurance market, whereas conventional insurance
contracts saturate policyholder’s participation constraint allowing the insurer to
maximize his market power on the residual insurance market (Pannequin &
Corcos, 2017).

Self-insurance pricing changes have some effects on market insurance demand;
a scale effect and two substitution effects. The scale effect refers to the impact of a
change in the price of self-insurance on indemnification demand. Demand for
market insurance tends to rise as demand for indemnification rises (Dionne &
Eeckhoudt, 2012). The first substitution impact indicates how changes in the price
of self-insurance affect demand for self-protection and, eventually, market
insurance prices. The second substitution impact indicates how a rise in the cost of
self-insurance encourages people to switch to market insurance rather than self-
insurance (Alary, Gollier & Treich, 2013). When the price of self-insurance rises, it
discourages indemnification or self-protection, since these sorts of demand
reductions implicitly discourage market insurance, despite the direct incentive
offered by the higher price of self-insurance (Hurley, 2014).

Several anomalies have been identified in the literature on this subject, where
the application of self-protection and self-insurance produce quite different
outcomes. Ehrlich and Becker (1998), for example, establish that self-insurance is
necessarily an alternative for market insurance (the indemnification of a loss by an
insurance firm). Although, self-protection and conventional insurance might be
complementary. A more risk averse customer will expend more on self-insurance
activities, but not necessarily more in self-protection activities (Dionne &
Eeckhoudt, 2012).

Ehrlich and Becker (1972) were the earliest researchers who investigated
people's desire to insure themselves and protect themselves from risk. Their
research focused on the interaction between market insurance and preventive
measures. According to this study, an insurer's increased degree of protection is
projected to reduce the investment of a rational decision maker in self-insurance.
Also, Boyers and Dionne (1989) argued that increasing risk had an ambiguous
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impact on self-protection activities when they examined the association between
increased external risk and self-protection behaviors.

The study of Briys and Schlesinger (1990) shows that the association between
risk aversion and self-insurance remains significant in diverse scenarios, but that
this relationship is not true for self-protection. However, there was no
consideration of guaranteed dependability in the study conducted by Briys,
Schlesinger, and Schuenburs (1991) into the link between conventional insurance,
self-insurance, and self-protection. The inductive connection between high risk and
high self-insurance and the replacement relationship between market insurance and
self-insurance were shown to be flawed as a consequence, leading to the
dissolution of multiple initial linkages.

Sweeney and Beard (1992) examined the effect that changes in loss probability
and magnitude have on optimal self-protection. Loss severity and loss frequency
were shown to have a mixed impact on self-protection, with benchmarks
corresponding to the absolute risk aversion function in both circumstances. Self-
insurance and self-protection were explored from the perspective of loss
distribution and it was found that if the initial loss frequency is low enough, risk-
averse agents are more likely to choose a higher level of self-insurance.

A study by Chiu (2000) found that people's tendency to self-protect is linked to
their real loss likelihood and risk aversion. Based on the result of this study, it was
found that as the likelihood of loss increases, the average inclination to protect
oneself diminishes, and the same is true for the marginal propensity under a certain
amount of restriction. However, increased self-protection efforts were found to
be a direct result of higher levels of risk aversion. In the same vein, the impact of
risk preference on self-insurance and self-protection was examined by Hofmann
and Peter (2015) using a two-period model. Based on the result of the study, it was
found that risk aversion causes increased self-insurance and self-protection actions
when the initial probability of loss is low enough.

Lee and Fung (2021) studies self-insurance-cum-protection using Yaari’s dual
theory. The comparative statics of increased risk aversion was analyzed. In this
study, two different sufficient conditions were found in the two-state model, from
which an increase in the level of risk aversion will lead to an increase in the level
of self-insurance cum-protection. Comparative statics was also studied in the
continuous model and it was found that the results are similar to that in the two-
state model. In addition, the study considered how the availability of conventional
insurance affects the self-insurance-cum-protection level. The study concludes that
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when the probability of loss is small, the self-insurance-cum-protection and
conventional insurance are substitutes.

Andre, Bommier and Grand (2021) analyzed the impact of risk aversion and
ambiguity aversion on the competing demands for annuities and bequeathable
savings using a lifecycle recursive utility model. It was found that risk aversion and
ambiguity aversion have similar effects i.e an increase in either of the two reduces
annuity demand and enhances bond holdings. Pannequin, Corcos, and
Montmarquette (2021) also looked at the two levels of insurance and self-insurance
substitution. The outcomes of this study reveal that a higher unit price leads to
quantity-based and between-tools substitution, but a higher fixed cost has only one
effect: it reduces the insurance market.

Methodology

The study adopted a cross sectional class of survey research design. This class
of research design was employed owing to the fact that the variables in the study
reflects just one moment in time. This study adopted primary source of data
through the use of an adapted questionnaire to obtain important information from
SME owners in Lagos State who happen to be the respondents. The population of
the study consists of 11,663 SMEs in Lagos State (SMEDAN & National Bureau
of statistics, 2013). A sample size of 372 was derived from the population, using
Yamane sample size formula. Out of 372 questionnaires, only 350 were returned.
The Chief Executives of SMEs were used as the key respondents because they are
the major decision makers. Purposive sampling technique was adopted in selecting
350 SMEs from major markets in Lagos state. These markets include; Computer
Village in Ikeja Local Government Area, Ladipo market in Isolo Local
Government Area, Oshodi market in Oshodi Isolo Local Government Area, Trade
Fair Complex in Amuwo-Odofin Local Government Area, Owode Onirin in
Kosofe Local Government Area, Idumota market in Lagos Island Local
Government Area, Tejuosho market in Yaba Local Government Area, Alaba
International Market in Ojo Local Government Area, Akodo market in Ibeju-Lekki
Local Government Area and Apongbon in Lagos Island Local Government Area.
The questionnaire was grouped into two sections: Section ‘A’ was designed to
obtain information related to the bio-data of the respondents, while section ‘B’ was
designed to obtain information relating to the dependent and independent variables
of the study. A well-structured adapted questionnaire was employed for the
purpose of this study. A five-point Likert scale of measurement was infused into
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the questionnaire to measure the strength of the respondents’ opinion about each
question in the questionnaire.

Data Analysis, Interpretation and Discussion of Findings

Table 1: Model Summary of the relationship between risk aversion
and self-insurance among SME owners in Lagos state

Correlations
SI RA
SI Pearson Correlation 1 1397
Sig. (2-tailed) .007
N 372 372
RA Pearson Correlation 139" 1
Sig. (2-tailed) .007
N 372 372

**_Correlation is significant at the 0.01 level (2-tailed).

Table 1 above shows that there is a weak positive relationship between
Insurance companies’ honesty and Claims settlement satisfaction in Nigeria (R =
0.139). This result is statistically significant because the p-value of the result
(0.007) is less than 0.01 which is the level of significance in the model summary.
The research hypothesis is therefore rejected. Hence, risk aversion has positive and
statistically significant relationship with self-insurance among SME owners in
Lagos state. This implies that as the level of abhorrence for risk taking continues to
increase among SME owners in Lagos state, more pragmatic and decisive steps
might have been sought to handle risks. Leaning on the results in the model
summary, one of the risk managements tools that was employed by these SME
CEOs in reducing their exposures is self-insurance. The result of this study
conforms to Hofmann and Peter (2015). Based on the result of this study, it was
found that increased risk aversion induces higher self-insurance activities and
higher self-protection activities when initial probability for loss is small enough.
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Table 2: Model Summary of the relationship between risk aversion and self insurance
among SME owners in Lagos state

Paired Samples Statistics

Std. Error
Mean N Std. Deviation Mean
Pair SI 2.5753 372 1.11458 .05779
1 CI 2.4946 372 1.15741 .06001
Paired Samples Test
Paired Differences
95% Confidence
Std. Interval of the
Std. Error  Difference
Mean DeviationMean Lower Upper T df Sig. (2-tailed)
Pair SI —-.080651.60490 .08321 -.08298 .24427 .969 333
1 CI 371

Table 2 above shows that there is no significant statistical difference between
preference for self-insurance and conventional insurance among SME owners in
Lagos state. This is because the p-value of the result (0.333) is greater than 0.05
which is the level of significance in the model summary. Based on this result, the
research hypothesis is accepted. This implies that SME CEOs in Lagos state
considers conventional insurance and self-insurance as close substitutes and do not
view any of this risk handling technique to be superior or better than the other.
Hence, aside self-insurance, SME CEOs in Lagos state adopt some other
techniques of risk management such as the conventional insurance, in treating their
exposures.

Conclusion and Recommendation

Businesses are not immune from risks. Small and Medium Scale businesses in
particular are considered to be highly vulnerable to the detrimental flux of various
risks affecting all classes of business in the society. The resultant effect of such
risks could wield debilitating effects on the performance of businesses in this
industrial sector and in addition threaten their survival. Owing to the need to ensure
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survival, various techniques of risk management may be adopted to combat the
aftermath of exposures of this class of business to losses. However, the propensity
to utilize some of this risk handling tools such as self-insurance depends on the
aversion of individual owners of SMEs for risk. In the light of the findings of this
study, it is plausible to draw conclusion that SME owners who are risk averse will
most likely utilize self-insurance as a technique of handling risk. Additionally,
based on the findings of this study, it is safe to conclude that SME CEOs in Lagos
state who are risk averse would willingly utilize either conventional insurance or
market insurance depending on the availability of each of this risk handling
methods.

It is therefore recommended, in the light of the findings of this study that
conventional insurers should endeavor to develop products that address the actual
needs of these firms, since they do not have preference for risk retention over
conventional insurance. Also, it is recommended that SME CEOs should be highly
disposed to risk improvement measures as this would help to reduce the cost of
market insurance and self-insurance even if both are taken up contemporaneously.
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Abstract

Claims, being the heartbeat of the workability of insurance, are the most
critical contact influencer between the insuring public and the insurer. It
serves as a critical path to truth that shapes the policyholders’ ultimate
perceptions of their insurers. This study evaluated the relationship between
gross premium income and claims settlement with specific focus on fire
insurance business in the Nigerian insurance industry from 2010 to 2021.
Data on gross premiums income and gross claims paid over the period were
extracted from Nigerian Insurers Association (NIA) annual reports and digest.
Stationarity test carried out on the data revealed that data is stationary at the
1%, 5% and 10% levels of significance. Using the ordinary least squares
regression, the calculated probability value of 0.0000 is lower than the 0.05
significant value, which shows that there is a significant significance of the
data. The computed linear co-efficient of determination (R?= 0.928731) shows
that 92.87% of the total return on asset is accounted for by the independent
variables which are expense ratio and net claims. It was therefore concluded
that there is a significant relationship between gross premium income and
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gross claims payment of fire insurance in careful consideration must be given
to other administrative costs, such as underwriting, which have the potential to
reduce the Revenues and profits of the company

Keywords: profitability, premiums income, claims settlement, premium
calculation principles

JEL Classification: E64, G22

Introduction

The term "fire insurance" refers to property insurance that protects against fire-
related loss or damage. In the event that their property is at risk of being damaged
by fire, homeowners can acquire supplementary coverage. (John, 2017). Fire
insurance will cover the cost of replacement, property rebuilding, and repairs to the
damaged item or structure. War, nuclear war, and other related risks are often
excluded from coverage under this policy. (Ade, 2018). Nigeria has been dubbed a
global economic behemoth for failing to reach its full economic growth and
development potential. The country also features a big number of urban centres
that outperform certain African countries in terms of economic strength and market
size. (Taiwo, 2017). The economy of every country is strongly reliant on markets.
Nigeria's national economy has lost around N6 trillion in the last five years as a
result of constant fire outbreaks, with major cities like Lagos, Ibadan, Kano, Port
Harcourt, and Abuja suffering catastrophic consequences. (Izuoba, 2017). Risk
management is what insurance is often referred to as. Its importance to market
participants cannot be emphasized. The most popular type of property insurance is
a regular fire insurance policy. Any unexpected property loss or damage caused by
fire or other risks covered by the policy is covered by the fire insurance policy
(Donelon, 2014). A fire insurance policy covers homes, offices, shops, hospitals,
and places of worship, as well as their belongings such as machinery, plants,
equipment, and accessories; finished goods in factories, such as raw materials,
material in process, semi-finished goods, finished goods, and packing materials,
among other things (Taiwo, 2017). The fire crisis in the country has reached
worrisome proportions. In Nigeria, there isn't a day that goes by without some form
of mishap, the bulk of which involves fire. Fire is known as the best servant but the
worst master since it is impossible to manage when it erupts into an inferno and
continues to burn everything in its path. (Danielle, 2016). Fire, as we all know,
bears no regard for man's wealth or financial difficulties. There is always the risk
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of fire, theft, floods, and a range of other hazards. Insurance tries to mitigate the
impact of all of these risks. Many individuals assume that if they are cautious, they
will be less likely to have a fire. (Rumah, 2015).

The popularity of fire insurance appears to have reversed, since the rate of
premium growth among major insurance providers has slowed (Ali, 2016).
According to results based on the financial records of roughly eight insurance
companies, the fire policy premium increased by 19 percent year-on-year to N13.4
billion, compared to 59.2 percent in the same time of 2019 (James, 2016). Fire
insurance premiums increased by 59.2 percent year on year in 2019 to N11.19
billion from N7.03 billion in 2018, reversing a 35.5 percent fall in 2018 compared
to N10.9 billion in 2017. However, in 2018, the figure fell by 35.5 percent to N7.03
billion, down from N10.9 billion in 2017. The incident comes amid a string of fires
around the country, with a total worth of assets damaged estimated at N32 billion
every year. In 2020, the Federal Fire Service (FFS) responded to 3,555 fire calls
and 353 rescue crises, according to the FFS. In addition, 1,100 lives were saved
while 147 were lost, according to the report. Property was projected to be rescued
at N1.351 trillion, with a loss of N32.12 billion. Meanwhile, payment of claims by
the eight insurers has followed a same pattern, falling by 11.4 percent year on year
in 2020 to N7.7 billion from N8.71 billion in 2019. From N6.7 billion in 2018,
claims payments climbed by 35.8% to N9.1 billion in 2019. However, the figure
fell by 24.7% to N6.7 billion in 2018 from N8.9 billion in 2017, with the value of
assets destroyed estimated at N32 billion each year. The Insurance Act of 2003 lists
public building insurance as one of the five mandatory insurance products,
however it has yet to be implemented at the federal and state levels (Jude, 2017).
Section 65 of the Insurance Act 2003 requires the owner or occupier of every
public structure to be insured against responsibility for property loss or damage, as
well as death or physical harm, caused by collapse, fire, earthquake, storm, or
flood. A public building is one to which the general public has access for
educational, recreational, medical, or commercial purposes, according to the Act.
(Idowu, Okoye, Oni, Benjamin, Bello, 2016). Noncompliance has a maximum
penalty of N100,000 in fines or a year in prison, or both. In addition, under Section
64 of the same Act, any owner or contractor of a building under construction with
more than two floors must purchase insurance to cover liability for construction
risks caused by his or her servants', agents', or consultants' negligence, which may
result in death, bodily injury, or property damage to workers on the job or members
of the public. This coverage also covers you in the event that a building you're
working on collapses. Failure to comply with this clause carries a penalty of N250,

225



‘ﬁﬁ Annals of Spiru Haret University. _I

i Economic Series

pr =Y Since 2000 jicCs|
o CEWTRAL

Iemme
ISSN:2393-1795 ISSN-L:2068-6900 S

Issue 3/2022

000 in fines or three years in prison, whichever comes first. The Nigerian Council
of Registered Insurance Brokers (NCRIB) has encouraged the Lagos State
Government to pay greater attention to market insurance across the state in order to
give safety and succor to victims in the event of human and material asset losses.

Statement of problem

Fire is one of the most common sources of waste in any country. As a result, in
the insurance sector, the term "fire waste" is employed. Man has been afflicted by
fire-related losses since the invention of fire at the dawn of civilisation.
Surprisingly, the rate of fire losses has increased as a result of today's sophisticated
nature. (Izuoba, 2017). Every year, fire claims the lives of hundreds of people and
destroys property worth millions of naira. Calculating the extent of damage to
property and people in Nigeria is exceedingly challenging due to the fact that most
damages caused by fire-related risks are not typically covered. Even if a fire-
ravaged property's owner is reimbursed, fire insurance can only cover the financial
side. A fire could be caused by arson, natural elements, defective wiring, gas
equipment, and other things.

Literature Review

Theoretical Review

The theory of insurance risk premium is applicable to this research. However,
actuaries are largely responsible for forecasting insurance premiums, and they have
proposed and used a variety of statistical methodologies in the past to try to build a
relationship between risk occurring concepts and risk factors. It is necessary to
convert the unpredictable future losses or gains into monetary terms in order to
calculate a price or premium for a risk. (Landsman & Sherris, 2010). Leaven and
Groovaerts (2007) stated that the price of insurance is a monetary value whereby
two parties agree to share risk. They went on to say that the cost of insurance is
determined by two factors: when the person who bears the risk buys insurance
from an insurance company at a predetermined price, and when insurance
portfolios are exchanged on a financial market. According to Sukono, Riaman,
Lesmana, Wulandari, Napitupulu, & Supian (2018) noted that the statistical model
for such risks, the economic model for desirable outcomes, and premium principles
to convert risk estimates into financial terms are the components of appropriate
insurance risk pricing or premium. David (2015) stated that the estimations for
differentiated prices in the insurance portfolio are based on the principle of
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premium calculations, as reflected by pricing methodologies that include both a
priori and a posteriori premium determination. Kahane (1979) Previously, it was
hypothesized that administrative costs are frequently included in predicted gross
claims. It should be highlighted that an insurer's ratemaking decisions are
dependent on its ability to assess projected claims as well as the choice of a fair,
reasonable, and equitable risk loading (Eeckhoudt, Fiori, & Gianin, 2018; Francis,
Harel, & Harpaz, 2010; Ramos, 2017)

Empirical Review

Angima and Mwangi (2017) examined the relationships between underwriting
and claims management and the financial performance of property and casualty
insurance companies in East Africa. The research was conducted using a
descriptive research approach. Primary and secondary data were used in the
investigation. While a questionnaire survey was used to collect data from 82
members of staff at property and casualty firms, secondary data was obtained from
the annual financial report for the years 2010 to 2014. In the research outcome, a
linear regression model was used to analyze the data. Significant correlations
between the variables were confirmed and established in the study. Nwite,
Okparaka, and Okeke (2020) Between 2007 and 2017, the progress of claims
settlement in the Nigerian insurance business was assessed. While their study used
an ex-post facto research design, secondary data on total claims settlement and
insurance penetration in the business was acquired. The ordinary least square
regression technique was used to analyze the data, and it revealed a positive but
negligible link between insurance claims settlement and insurance density in
Nigeria's insurance business. According to the survey, efficient claims departments
should be well-equipped by insurers with cutting-edge technology and employ
skilled and experienced claims managers.

Several surveys have been conducted in Nigeria and other countries across the
world to identify and establish the relationship between claims settlement and
insurance premium income, as well as how they relate to motor insurance plans
(e.g. Bortoluzzo, Claro, Caeteno, & Artes, 2011; Gangil & Vishnoi, 2020; Gurung,
2016; Islam & Hossain, 2018; Mathiraj & Nagalakshmi, 2020; Yusuf &
Ajemunigbohun, 2015).

Assessment of employee perceptions on the purchase of motor insurance was
conducted by Epetimehin and Akinselure (2016). With a sample size of 250
individuals, a survey research approach was used. The data was analyzed using
simple frequency percentages and the Chi-square statistical approach. The study
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found a link between employee perceptions at Joseph Ayo Babalola University and
the purchase of car insurance. When it comes to purchasing automobile insurance,
the report suggests that employees consult with an insurance professional.

Angima and Mwangi (2017) The study looked at the links between
underwriting and claims administration, as well as the financial performance of
East African property and casualty insurance carriers. The research was conducted
using a descriptive research approach. Primary and secondary data were used in the
investigation. While a questionnaire survey was used to collect data from 82
members of staff at property and casualty firms, secondary data was obtained from
the annual financial report for the years 2010 to 2014. In the research outcome, a
linear regression model was used to analyze the data. Significant correlations
between the variables were confirmed and established in the study. Nwite,
Okparaka, and Okeke (2020) Between 2007 and 2017, the progress of claims
settlement in the Nigerian insurance business was assessed. While their study used
an ex-post facto research design, secondary data on total claims settlement and
insurance penetration in the business was acquired. The ordinary least square
regression technique was used to analyze the data, and it revealed a positive but
negligible link between insurance claims settlement and insurance density in
Nigeria's insurance business. According to the survey, efficient claims departments
should be well-equipped by insurers with cutting-edge technology and employ
skilled and experienced claims managers.

3. Research Methods

An ex-post facto research design was used to achieve the study's goal. The
researchers chose this research strategy because it allowed them to look into two or
more groups, people, events, or objects (Oyeniyi, Abiodun, Obamiro, Moses, &
Osibanjo, 2016; Rowthwer, 2013). This study tried to quantify the relationship
between gross premium income (GPR) and gross claims paid (GCL) for the years
2010 to 2019, using data from the Nigeria Insurers Association's insurance digest.
The Augmented Dicker Fuller unit root test and Ordinary Least Square Regression
techniques were used to quantify the data collection. A total of forty-one (41) non-
life companies were included in the data extraction.

Thus, the model is represented in a functional form below:

GCL=F(GPR)....ccceevieinn.. (D

Where

GCP = Gross Claim Payment (dependent variable)

GPI =Gross Premium Income (independent variable)
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In a linear function, it is represented as follows:
GCL=f+BiGPR+ teueeeeiniiinn, 2)

Where o= constant term, 3;= regression co-efficient of GPR and

¢ = error term.

4. Results and Discussions

gross premium written
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The figure above shows the analysis of gross premium written for a period of 11
years from 2011 to 2021.the gross premium income includes contributions from
insured in Nigeria. From the chart above, it showed an upward movement from
2011 to 2019 before a sharp downward movement in 2020 and a sharp upward

movement in 2021.
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The figure above shows the trend analysis of gross claims payment from 2011
to 2021. The movement showed an upward and a sharp downward movement in
2020 even though there are fluctuations in the upward movement.
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The figure above showed a slight downward linear movement of the claims
ratio which shows the relationship between gross premium written and gross claim
paid, the graph above shows that there was a sharp downward movement in 2018
and a sharp upward movement in 2019. The relationship between gross premium
written and gross claim showed a very sharp downward movement in 2020 and an
upward movement in 2021.

Dependent Variable: GCL
Method: Least Squares
Date: 05/26/22 Time: 12:34
Sample: 2011 2021

Included observations: 11

Variable Coefficient Std. Error t-Statistic Prob.

C -4202611. 1687837. -2.489939 0.0344

GPR 0.656079 0.060582 10.82966 0.0000

R-squared 0.928731 Mean dependent var 13112879

Adjusted R-squared 0.920812  S.D. dependent var 6372386.

S.E. of regression 1793214.  Akaike info criterion 31.79988

Sum squared resid 2.89E+13  Schwarz criterion 31.87223

Log likelihood -172.8994 Hannan-Quinn criter. 31.75428

F-statistic 117.2816 Durbin-Watson stat 1.802040
Prob(F-statistic) 0.000002

The long run linear regression equation is given by GCL= -4202611. + 0.656079
which shows that the absence of premium will bring about 4202611 times decrease
in gross claim. and a unit increase in gross premium will bring about 0.656079
times increase in gross claims. The computed coefficient of determination
(R squared=0.928731) shows that 92.8731% of the total variation is accounted for
by gross premium (GPR), while the remaining 7.1269% is accountable to the
influence of other factors which are not included in the multiple regression
function. The value of the Durbin Watson (DW) is 1.802040 at 5% significance
level shows that there is no auto correlation. Prob value 0.000002 shows that the
slope coefficient is non-zero.
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The relationship between gross premium income and gross claims paid for
vehicle insurance in Nigeria from 2010 to 2021 is investigated in this study. At the
0 level, none of the variables were stationary. This suggests they're all rooted in the
same unit. By using ADF, the two variables became stationary after the initial
difference. For the period under consideration, there is a positive link between
gross premium income and gross claims paid. The equation for long-run linear
regression is provided by GCP = 2.193197 + 0.777503GPI shows that N1 increase
in gross premium income will bring about (0.777503) increase in gross claims paid
which implies that premium and claims have positive relationship. The computed
co-efficient of determination (R’= 0.761494) shows that (76.149%) of the total
variation in gross claims paid is accounted for by the gross premium income. The
remaining (23.851) of the total variation is attributable to the influence of other
factors which are not included in the regression equation function. This result is
consistent with the findings of Olusegun (2013) who asserted that prompt claims
payment is enhanced by robust premium income. It was arguably considered thus
that claim managers ought to focus only on the most significant claim tasks that
required their attention, and also optimizing the net premium income. In line with
the findings, earlier studies (such as Angima & Mwangi, 2017; Soye & Momoh,
2021; Uruakpa, 2019; Yusuf et al., 2017) noted that for insurers to attain
operational efficiency and effectiveness in claim payment, they must look directly
at implementing modern claims system that must be properly covered by equitable
premium income.

Conclusion, Recommendations and Directions for Future Research

The study's findings clearly illustrate that claims settlements and premium
income of non-life insurance companies in Nigeria are inextricably linked. If the
study's conclusions are implemented, it will result in fair, reasonable, and effective
claims settlement for auto insurance policyholders. The findings also revealed that
claims settlement was a key element in drawing greater premium income,
indicating that motorists are extremely risk cautious. As a result, policymakers and
motor insurance practitioners may find the study's findings valuable in developing
methods for enhancing claims settlement systems among Nigerian motorists. As a
result, improving claims settlement among motorists would help to redeem their
opinions of vehicle insurance plans, perhaps ensuring insurers' trust,
trustworthiness, and competence in the eyes of the insured.
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The study proposed that claims settlement systems be deliberately developed to
create a mutually linked ambience between policyholders and insurers in order to
fully justify the study's conclusions. Premium revenue generation should be made
as seamless as possible by developing an efficient and effective online gateway that
can ensure hassle-free payment procedures for motorists. In order to enhance the
confidence level of the motoring community, car insurance providers should
implement intriguing claims packages. The government should re-establish and
empower the motor insurance public complaint commission to deal with concerns
connected to vehicle insurance claims made by any party to the contract. Motor
insurance authorities should be proactive in monitoring the contractual
arrangement for the settlement of motor insurance claims, ensuring that the
motorist's decision to purchase insurance is taken into account.

This study adds to the body of knowledge by alerting claims managers to the
importance of taking claims settlement seriously and passionately when dealing
with motor insurance policyholders. The construction of a mathematical model that
describes the relationship between premium income and claims settlement will
assist motor insurers as a result of this research. Further research should be focused
on the nexus between asymmetric information concerns in claims settlement,
premium rating, and insurance contract wordings, according to the study. Finally,
future study may focus on insurance fraud issues arising from the insurance claims
settlement manual.
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Abstract

The study examined foreign currency transaction, translation, and
performance of supernational companies in Nigeria. Specifically, the study
examined effect of exchange rate, transaction rate and interest rate on return
on asset of supernational companies in Nigeria. In a bid to accomplish this,
panel regression analysis of fixed and random effect on five (5) selected
supranational companies in Nigeria were employed. The study employed
secondary data; the data for the study cover the period 2012 to 2021. The
Hausman test carried out showed that fixed effect model is more realistic and
produced a better result which was therefore employed in drawing inferences
in the study. From the result, exchange rate exhibited significant negative
relationship with supernational company’s performance in Nigeria. The
finding further revealed that Interest rate has insignificant positive
relationship with performance of the supernational companies in Nigeria while
the translation rate indicated insignificant negative relationship. Hence, the
study concluded that unfavorable movement or adjustment in foreign currency
transaction and translation rate affect the performance of supernational
companies in Nigeria, especially, when measured performance in term of
return on asset. It was recommended that supernational companies should
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develop a mechanism to hedge against foreign exchange rate exposure caused
by unanticipated movement in the exchange rate. More so, this should be
supported by sound risk management strategies that can withstand
macroeconomic instability especially inflation rate in the host economy.

Keywords: transaction rate, inflation rate, interest rate, exchange rate,
performance

JEL Classification: G21, G24

1. Introduction

In developing countries like Nigeria, apart from the problem of managing
unrelated units, supranational company’s face the problem of managing conflict
with the immediate environment in which the business units are established
(Shehu, 2015). This suggests that a greater degree of production diversity among
multinational corporations results in more complex issues. Since the turn of the
century, Nigeria's manufacturing sector has been a driving force behind the
country's economic growth and development, setting the pace in industries as
diverse as vehicle production, marketing, logistics, real estate, agriculture,
electricity, and more. Despite the legislative shifts and financial crises that have hit
Nigeria throughout the decades since many transnational enterprises were founded,
many of these businesses are still going strong today (Ubesie&Ezeagu 2014).
Additionally, the industry has made significant contributions in the past to
Nigeria's economy by creating jobs and supplying needed products and services.
Multinational corporations engage in worldwide commerce, which inevitably
requires the use of a variety of currencies, each of which has its own exchange rate.
Firms' domestic selling price level, profitability, resource allocation, and
investment choice are all directly impacted by foreign currency transaction, which
is playing an increasingly important role on companies' performance in Nigeria
(Kituku, 2014). Companies are struggling to function at the minimal cost and price
level intended as the exchange rate against one USD has risen to as high as N650.
Importers in particular have drawn public attention to the fluctuating exchange rate
because they claim the stronger naira is hurting their ability to compete (Ndungu,
2000). It is crucial for Nigeria's economy that the impact of this foreign currency
and translation rate on business performance be studied. Credit allocation in an
import-reliant economy is influenced by the stability of the exchange rate (Adebiyi,
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2006). Currency fluctuations in international commerce may be an intriguing
component in the success of multinational corporations because of the effect on
financial intermediation (Danish, 2012). Since no nation exists in isolation, all
nations engage in trade with one another, facilitating the availability of foreign
currency. For this reason, the exchange rate is a crucial element of the global
economy and the backbone of international commerce (Adetayo, 2004). Alterations
to a country's fiscal and monetary policies have an effect on the availability of its
own currency. Many variables, such as interest rates, inflation, and expectations for
new government regulations, may affect the demand for money (Berger &
Bouwman, 2010).

The Nigerian naira has steadily depreciated from N151.51 in 2010 to N162.30
in 2011 to N156.15 in 2012 against the United States dollar, despite the
government's best attempts to keep the exchange rate constant. In 1990, the naira
was worth N8.0378 and in 1999, N85.98. In 2013, the Naira fell to N158.05 per
dollar; in 2014, it fell to N175.85 per dollar; in 2015, it fell to N232.40 per dollar;
on December 31, 2016, the exchange rate rose to N300.757 per dollar; and as of
August 2022, it has risen to N660 per dollar. This research aims to fill that gap by
looking at how foreign currency, translation, and performance of MNCs in Nigeria
have changed over the last decade, from 2012 to 2021.

2. Literature Review

2.1 Conceptual Review

2.1.1 Foreign Currency Transaction and Translation

An international company uses the accounting technique of foreign currency
transaction and translation to record the financial performance of its overseas
subsidiaries in terms of the company's home currency. The books of the company's
international subsidiaries are maintained in their local currency. The company must
convert its foreign-currency financial statements into U.S. dollars before it can use
the correct approach to these assets. With the economic climate of the currencies
involved in mind, the impact of foreign exchange rate fluctuations on the income
statement and equity is possible. For instance, while the Indian Rupee is
experiencing fast depreciation versus the US dollar, an Indian exporter to the US
benefits. The same time period has a negative impact on an Indian debtor who
borrows via Dollar denominated bonds (Benjamin, 2014).
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2.1.2 Transaction Rate

The transaction rate for translation connects buyers and sellers of products,
services, and financial assets in one country with those in another (Reid & Joshua,
2004). A currency's exchange rate is its price in terms of another currency. It is the
primary factor in establishing the competitiveness of local and foreign products and
the extent to which the private sector participates in international commerce. In
international finance and among developing-world economists, debates about the
appropriate exchange rate persist, even as more and more countries recognize the
importance of trade liberalization to their own economic development (Owolabi &
Adegbite, 2017).

2.1.3. Inflation Rate

Inflation is the average annual percentage rise in the cost of a basket of goods
and services, expressed either as a percentage or as a percentage of the total cost of
living in the economy. The rate of inflation is defined as the average annual percent
change in the prices of a basket of goods and services (Katarzyna, 2014).

2.1.4 Interest Rate

An amount of money that is due every month, expressed as a percentage of the
total loan, deposit, or borrowing amount, It has been said that the interest rate is a
measure of how much people value immediate cash flow above future earnings
potential. The borrower has an immediate need or need for the loaned funds and is
ready to pay a premium, represented by the interest rate, in exchange for this
service. After adjusting for inflation, the real interest rate is what investors, savers,
and lenders earn on their money. The Fisher equation provides a formal description
of this phenomenon, which indicates that the real interest rate is roughly equal to
the nominal interest rate minus the inflation rate (Ahmed, 2015).

2.1.5 Exchange Rate

Exchange rate isdescribes asthe cost of exchanging one currency for another.
The exchange rate is the proportion by which one currency is valued in terms of
another. Currency exchange, or the foreign exchange market, is a market where the
currencies of several nations may be traded. It is a marketplace for the trading of
various currencies. The foreign exchange market is the greatest market in the world
since it operates in every country and deals in the currencies of all nations, as
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observed by Jhingan (2004). Exchange rate is the cost of one foreign currency
expressed in terms of another, as described by Bradley and Moles (2002). The
exchange rate connects the domestic and global markets for goods, services, and
financial assets by determining how much one unit of a foreign currency is worth
in terms of the domestic currency.

2.1.6 Corporate Performance

According to European Central Bank (2010), a firm's success may be measured
by its ability to create long-term profits within a certain time frame. A bank's
capacity to generate profits serves as a buffer against losses, since doing so
increases the bank's equity and allows it to reinvest in order to grow its business.
According to Alabede (2012), the profitability of banks is affected by both internal
and external variables. Both internal and external factors influence an
organization's viability. Internal factors include things like liquidity, capital
sufficiency, high operational expenditures, etc. External ones include things like
financial structure, exchange rate, inflation rate, economic development, etc.
Therefore, these elements have consequential effects on business success, and
investors will choose to put money into a profitable firm.

2.1.7 Transaction Rate and Company Performance

Companies that engage in international commerce are often characterized by a
high transaction rate, which is defined as the ratio of domestic to foreign product
prices and the level of engagement in international trade by the external sector.
Ability to meet financial commitments to shareholders is a significant performance
indicator used by current and future investors in evaluating a company's health.
One of the most crucial factors in a company's financial success and the quantity of
profit it makes is the efficiency with which it pursues its primary aim, which is to
engage in commercial activity (Banafa et al., 2015). A company's performance
during a certain time period may be used as a surrogate for its financial health.
Financial performance may be compared between firms in the same sector as well
as between organizations in other industries.

Ogunbiyi and Ogunyemi (2014) conducted research on the impact of transaction
rates on the performance of listed businesses on the basis that they hypothesized
that these rates had an effect on company performance. Transaction and interest
rates were shown to have a large and unfavorable effect on the performance of
listed enterprises, as assessed by return on assets and return on equity.
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2.1.8.The Relationship between Inflation and Corporate Performance

The inflation rate is the average annual percentage increase in the prices of a
basket of goods and services. There is a stronger empirical link between the
inflation rate and the financial success of corporations in the manufacturing sector,
particularly those involved in cross-border commerce. Spending money on
materials and labor is an ongoing need in the manufacturing sector. This ensures
that final consumers get high-quality items that are attractively packaged.
According to the research conducted by Riaz (2010), who suggested that inflation
rate affects the performance of companies, inflation rate has a substantial positive
link with the corporate performance of firms. Loto (2012) added weight to the
discussion by looking at how inflation affected the success of manufacturing
companies; the results showed a positive insignificance.

2.1.9. Corporate Performance and Interest Rates

Putting it simply, interest is what you pay when you borrow money or use
credit. As stated by D' Alberto (2015), interest is the payoff for investing one's
savings rather than keeping them in cash. An interest rate is the annualized
percentage of the principal that is required as a periodic payment. Interest rates
have been analyzed and criticized throughout history due to their potentially far-
reaching effects on the formation of savings and the encouragement of investment.
Interest is paid on deposits and charged on loans and advances both by businesses
and individuals. The interest spread, or the difference between these two interest
rates, is a major contributor to corporate earnings. Minimum rediscount rate, loan
rate, deposit rate, treasury bills rate, and interbank rate are all examples of interest
rate variables.

Interest rates and profits in developed economies have been the focus of several
academic investigations. Banks in Nigeria were evaluated by Enyioko (2012) in
light of their interest rate strategies and how they affected the institutions'
performance. The research concluded that interest rate strategies have not
considerably enhanced banks' overall performance. According to Aburime (2008),
the real interest rate has a favorable correlation with ROI for businesses. The
impact of economic factors on the growth of the Nigerian economy was also
investigated by Ilegbinosa et al. (2012). The study found that interest rates have a
negative effect on GDP, the agriculture sector, the manufacturing sub-sector, and
non-oil exports. Okech (2013) also investigated how interest rates affect Kenyan
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businesses. The research analyzed management efficiency and operational cost
efficiency, with reference to lending interest rate. The correlation between loan
rates and business success was found to be modest yet favorable. Being that just
14% of earnings came from interest.

2.1.10 Corporate Performance and the Exchange Rate

Theoretically speaking, a country's exchange rate is more indicative of the
financial health of industrial businesses, particularly those involved in international
commerce. The requirement for high-quality finished goods is not just critical in
the retail sector, but also in the production sector. According to the idea of supply
and demand, a manufacturer would often choose to import raw materials from
abroad if it is unable to fully use domestic resources. Therefore, the amount of
money spent by manufacturing enterprises to reach output levels is strongly
impacted by variations in the exchange rate. Competitors are the building blocks of
firms in today's global economy (Marimuthu et al., 2009). With the expansion of
worldwide trades, this research firmly thinks that global companies have an
influence on the corporate performance of the company, and this has relevance to
the exchange rate of a country. It stands to reason that in order to protect them
against financial loss; businesses must meticulously assess their corporate finance
requirements and think about hedging options before engaging in any trades. When
there is doubt about the country's currency rate, this makes sense. It will have a
negative effect on a company's value and bottom line as a result of its foreign
transactions (Kang & Dagli, 2018).

The foreign currency rate has been cited in some research as a potential
moderating factor. Mantari and Nuryasman (2017) discovered that the exchange
rate has a modest association with the performance of a corporation, including
profitability and leverage to firm value. As a result, the impact may result wholly
or in part from the company's management plan.
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2.1.11 Conceptual Framework on Foreign Currency Transaction,

@ Translation and Performance of Supernational Companies in Nigeria
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2.2 Theoretical Review

2.2.1 Purchasing Power Parity Theory.

This research relied on the concept of purchasing power parity. PPP theory,
proposed by Menon and Viswanathanin (2005), states that the value of identical
commodities across nations is equivalent when expressed in terms of the local
currency. They argue that stable currency exchange rates are achieved when people
in various nations have about the same buying power. According to the theory put
forward by Reid and Joshua (2004), the ratio of commodity price levels should
match the currency of the nation. It is possible for a currency to be incorrectly
valued, such that it cannot be used to buy goods at the market price in the country
(Ross, 2008). This theory assumes that there are no transactional costs, no
obstacles to trade, and that the goods being exchanged are identical. A uniform
product should cost the same in every country if the trade currency is converted at
the instant exchange rate. In order to compare the prices of similar goods in
different nations, the theory advocates using price indices.

2.2.2.Empirical Evidence

Okika (2018) looked at how changes in the exchange rate affected the profits of
certain publicly traded Nigerian companies. It looked at the impact that changes in
currency exchange rates have on ROI. To accomplish these ends, two hypotheses
were developed and evaluated using information culled from the companies' annual
reports and the CBN's annual statistics bulletin. In order to ascertain the impact of
changes in the exchange rate on a company's bottom line, data were examined
using the multiple regression analytical estimating approach with the assistance of
SPSSv21. The results showed that none of the competing hypotheses had a chance.
The research concluded that the ban on importing Nigerian-made items that are
functionally equivalent should remain in place. In the event that this is strictly
adhered to, greater opportunities for local manufacturing will arise. The cost of
production in the industrial sector may be lowered significantly if the government
pursues policies that seek to increase the value of the naira relative to the foreign
currency market.

Williams (2018) studied how changes in the value of the naira affected the
profitability of Nigerian businesses. After learning about the effects of currency
fluctuations in the literature, it was vital to examine these effects in the Nigerian
setting. Seven research questions were developed for this investigation, and seven
hypotheses were subsequently tested. The primary goal of the research was to
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experimentally examine how changes in exchange rates affect ROI. Descriptive
statistics and conventional least squares were used for analysis. This research
utilizes panel data that spans the years 2012-2016. As the majority of banks engage
in foreign exchange operations, the research finds that currency exchange rates
have a significant effect on ROI. The estimated exchange rate of 145.4265 has a
positive correlation with Return on Investment, as shown by the regression
analysis. Accordingly, a gain in ROI of 145.4265 per unit increase in exchange rate
is to be expected. Specifically, we accept the alternative hypothesis that there is a
significant association between the exchange rate and the return on investment
(firm performance) since the T-value estimated in the research is 0.287, which is
larger than 0.05, or.287 > 0.05. ROI is positively related to the other factors
utilized in the analysis. The coefficient of determination is rather high in the
regression outcome. It demonstrates that the model's independent variables account
for about 67% of the total variations in Return on Investment (ROI).

In addition, Pitia and Lado (2015) used a granger-causality method to analyze
time series monthly data from August 2011 to November 2014 to determine the
correlation between the South Sudanese currency exchange rate and the inflation
rate. The research found that there is a causal relationship between the exchange
rate and the Consumer Price Index (CPI) that is unidirectional and without any
kind of feedback. This indicates that the devaluation of South Sudanese currency is
harmful to South Sudan's economy. Despite the fact that CPI had no effect on the
exchange rate, there is no way to determine with more certainty that the findings
are correct. The reaction of monetary authorities in trying to close the gap between
the price level and the buying power of individuals in the economy may have
influenced the exchange rate as a result of the pressure of a rising price level.

The effects of the exchange rate on the Nigerian economy were also
experimentally assessed by Ayodele (2014). This research looked at the role that
various economic factors, such as the currency exchange rate and the inflation rate,
have in influencing GDP growth and decline in Nigeria. Ordinary Least Squares
(OLS) multiple regression analysis was used to examine secondary data gathered
from the Annual Reports of the Central Bank of Nigeria (CBN), the Nigerian Stock
Exchange (NSE), and the Nigeria Securities and Exchange Commission (SEC).
Exchange rate and inflation rate were shown to have a substantial effect on
Nigeria's GDP and economic growth. A rising exchange rate is bad for economic
development, but a high inflation rate is good, as it means businesses are more
likely to invest in new production, and vice versa. As a result of the study's
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findings, the government of Nigeria should take steps to improve the country's
investment climate by bolstering the safety of citizens and businesses, enhancing
the nation's infrastructure, and increasing domestic output in order to lessen the
country's reliance on the U.S. dollar. This, in turn, would help the naira and, by
extension, the country's GDP.

The relationship between real exchange rate misalignment and economic
performance in Sudan was also studied by Ebaidalla (2014). The study explores the
evolution of equilibrium exchange rate and actual exchange rate misalignment in
Sudan throughout the period 1979-2009. Moreover, the results of actual exchange
rate misalignment are analyzed for their effect on economic output. The empirical
findings demonstrate that economic policy factors including trade openness,
government spending, and taxation greatly impact the equilibrium exchange rate.
The findings also indicate that, throughout the analyzed time period, an
overvaluation of the Sudanese currency occurred.

Exchange rate changes were studied to see how they affected the Nigerian
manufacturing sector over a twenty year period by Opaluwa et al. (2010). The
contention was that industrial production was negatively impacted by exchange
rate swings. This was due to the fact that the rate of exchange for the foreign
currency needed to import the many inputs and capital goods used in Nigerian
manufacturing was very unpredictable. This research relied on an empirical
approach. When doing the analysis, the econometric technique of regression was
used. Model explanatory variables were manufacturing output employment rate
and foreign private investment. Regression analysis showed that some of the
variables' coefficients were positive while others were negative. There are negative
results from this research, and they are statistically significant.

Based on the above empirical reviewed, very little research has been done on
the subject of foreign currency transactions, transactions, and performance of
transnational corporations, especially in the context of Nigerian enterprises.
Therefore, the purpose of this research was to examine how foreign currency
transactions and translations affect the profitability of Nigerian firms that are listed
on international stock exchanges.

3. Methodology

The study used an explanatory research design. The explanatory research
designs was utilized because the data needed for analysis already exist and it
enables exploring relationships between two or more variables. The study utilized
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secondary source of data. In order to investigate the effect of foreign currency and
translation on performance of supranational companies in Nigeria, information
from Central Bank of Nigeria Statistical Bulletin and annual reports of Nestle Plc;
Cadbury Plc; Flour Mills Plc. and DangotePlc was used. Real translation rate, real
inflation rate, real interest rate and exchange rate were utilized to measure foreign
currency and translation while performance was measured with Return on Asset
(ROA). The study covered period of years 2012- 2021 (10years) with aid of panel
regression analysis.

3.1 Model Specification

The study adapted the model of Okika (2018), who examined the relationship
between exchange rate fluctuation and profitability of companies in Nigeria using
Exchange rate (EXCHr), Inflation rate (INFr) as the independent variables and
regressed against the dependent variable Return on capital employed (ROCE) used
as proxy for financial performance. The model stated as follows:

ROCE = f (EXCHr, INFr) 3.1

With modification this study introduced real translation rate, real interest rate to
measured foreign currency and return on assets to measured performance.
However, the modification model stated below:

ROA = f(RTR, RINR, RINR, REXHR) 3.2

Financial performance indicator is Return on asset (ROA) and foreign currency
and translation variables are Real Translation Rate (RTR), Real Inflation Rate
(RINR), Real Interest Rate (RINR) and Real Exchange Rate (REXHR), pooling
observations across firms and time, without taking into consideration the
uniqueness/heterogeneity that may exist in the firms during this time period (2001-
2021). In linear forms the models are stated below:
ROA;, = 8y + 8,RTR;,+ 8,RINR;. + 83RINR;, + 64REXHR;, + 5 — — —---3.3

The definition of the variable is shown below:

Where;

ROA = Return on Asset

RSR = Real Translation Rate

RINR = Real Inflation Rate

RINR = Real Interest Rate

EXHR = Real Exchange Rate

&= Constant

aiaa3 = Vector of the Independent Variables
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it = cross sectional of the observation and period of the study

[y [ o =1s the error term

RINR = Real Inflation Rate

RINR = Real Interest Rate

EXHR = Real Exchange Rate

&p= Constant

aiaza3 = Vector of the Independent Variables

it = cross sectional of the observation and period of the study

4 ft5 =1s the error term

4. Results

4.1 Descriptive Statistics

Table 4.1: Descriptive Statistics of Variables
ROA EXHR INFR INTR TRR

Mean 2.087550 5.502886 2.463561 2.779866 0.085190
Median 2.635585 5.722899 2.484907 2.816775 0.030907
Maximum 3.330758 5.864238 2.920470 2.961486 0.311534
Minimum -0.479953 5.058226 2.074429 2.511170 -0.014990
Std. Dev. 1.199154 0.342986 0.258863 0.121895 0.104778
Skewness -0.988035 -0.299209 -0.114585 -0.910290 0.997152
Kurtosis 2.729890 1.300521 2.116203 3.287919 2.516551
Jarque-Bera 8.121362 6.627926 1.701966 6.936374 8.597400
Probability 0.017237 0.036372 0.426995 0.031174 0.013586
Sum 102.2899 269.6414 120.7145 136.2134 4.174313
Sum Sq. Dev. 69.02256 5.646697 3.216489 0.713201 0.526962
Observations 49 49 49 49 49

Source: Authors’ Computation (2022)

Reported in Table 4.1 is the descriptive statistics which revealed the mean value
of return on asset, exchange rate, inflation rate, interest rate and translation rate are
2.087550, 5.502886, 2.463561, 2.779866 and 0.085190 respectively. The minimum

value are -0.479953, 5.058226, 2.074429,

2511170 and -0.014990 with a

maximum of 3.330758, 5.864238, 2.920470, 2.961486 and 0.311534 for return
on asset, exchange rate, inflation rate, interest rate and translation rate respectively.
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The extent of adjustment given by the standard deviation indicated t