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Abstract

Not a year goes by that we don’t hear of another hazing scandal in a
higher education institution. Many researchers took interest in this issue in
order to understand its causes and consequences. They provided definitions
and lead to prevent it. We found hazing in many social groups around the
world, with different names, and under specific forms. This paper aims to
better understand hazing and its actors, with a specific focus on hazing in
higher education. We presented three definitions to offer several perspectives
on hazing, and facilitate its apprehension. Our method was to analyze the
relevant scientific literature with the intention of reflecting on its roots and
representation among individuals. Results are an exposition of motivations
from hazing's actors, recommendations about how to define it and how to
prevent derivations. Our main conclusions assume hazing is usually depicted
as a deviant behavior, but it would appear to be a norm. Also, its core
purpose would be the progression from newcomer to a group member. A
lack of structure or meaning could lead to its misuse and facilitate outrageous
events. In higher education, hazing seems to be used as a tool to integrate
freshmen in their new institutional world. Scandals including violence,
sexual and alcohol abuse could be a symptom of something deeper from
hazing's environment.

Keywords: Hazing, Higher education, Group Peers



Introduction

Hazing is a complex set of behaviors taking place during the
integration process of newcomers in a coalitional group. Cimino (2013)
defined the latter as a group where member generations overlap, have a past,
and are expected to engage in cooperative actions for a long period of time.
Several definitions relate to hazing. We present here three highlighted in the
literature and which permit us to approach hazing with more than one point
of view. The selection criteria were the size of samples of the studies and the
purport of inclusivity in the definitions. In her national® investigation on
initiation rites in the national college athletics association in United States,
Hoover (1999) attempted to make a distinction between initiations rites and
hazing. The researcher defined hazing as: “any activity expected of someone
joining a group that humiliates, degrades, abuses or endangers, regardless
of the person’s willingness to participate. This does not include activities
such as rookies carrying the balls, team parties with community games, or
going out with your teammates, unless an atmosphere of humiliation,
degradation, abuse or danger arises”. This definition included several
dimensions such as: what is expected from the individual trying to integrate
the group, the abuse or danger that comes along, and the (un)willingness of
the individual to participate. It also raises the challenge to establish the end
of the initiation rite and the beginning of hazing. Later, Allan and Madden
(2008) cropped Hoover's (1999) definition in their national® survey on
student's hazing. In their proposal they avoided repetition and, we think,
gained in definition inclusivity. According to those authors, more than half
the population in higher education reported hazing experiences. These results
suggest hazing should not be considered as a trivial matter. Other researchers
gave definitions to the phenomenon. One of them was Nuwer (2001, quoted
by Dias and S&, 2012). He stated it as “an activity that a high-status member
orders other members to engage in or suggests that they engage in that in
some way humbles a newcomer who lacks the power to resist, because he or
she wants to gain admission into a group”. These two definitions partly
meet. However, Nuwer included additional notions in his definition, such as
the status of the person involved, and the authority relationship shared
between newcomers and high-status members of the group. Cimino (2011)
attempted to define hazing as “the generation of induction costs (i.e., part of
the experiences necessary to be acknowledged as a ‘‘legitimate” group
member) that appear unattributable to group-relevant assessments,
preparations, or chance”. This definition seemed to us to be the most
inclusive one as it could be used in many hazing contexts. Nevertheless, this

1 This investigation took place in the United States of America.
2 This investigation took place in the United States of America.



definition considered hazing only when activities are non-relevant to the
group's field. This assumption is a debatable topic. Hazing practices may
vary and, depending on the group, could stand from personal servitude to
sexual humiliation, including callisthenic exercises and binge drinking
(Waldron, and Kowalski, 2009; Cimino, 2013; Mikell, 2014).

Most of these definitions were set against hazing. Hoover (1999),
Allan and Madden (2008) even included advice to prevent it. This position
against hazing makes sense, since we cannot go through half a decade
without another scandal or death from hazing practices (Hollmann, 2002).
Nevertheless, another strand of the literature tends to be less against hazing,
and also compares it to ritual initiation (Dias and S&, 2012; Frias, 2002).
Hazing seems to fit Van Gennep's (1924) definition of ritual initiation in
three phases, separation, marginalization, and aggregation®.

A part of the literature has been focusing on the devastating effects of
hazing on hazees. For instance, Castaldelli-Maia, Martins, Bhugra, Machado,
Guerra de Andrade, Alexandrino-Silba, Baldassin, and Coérrea de Toledo
Ferraz Alves (2012) found that cues of depression increase among medical
student hazees. Another wave has been centered on the group's adaptive
dynamic (Tooby, Cosmides, and Price, 2006). In the same trend, Cimino
(2013) understanding is to consider it as an adaptive mechanism aimed to
ensure group survival.

Hazing is encountered in many parts of the world (Dias and S&, 2013)
and organizations, and is known under several terms. Each region and group
has its own specificities but the main hazing dynamic remains the same,
namely abusing the newcomers. Therefore, we assumed hazing from
different groups and areas was comparable to some extent. Literature
recorded hazing in many socialization groups, such as work place
(Josefowitz and Gadon, 1989), primary and secondary school, higher
education (Allan and Madden, 2008), and athletic groups (Johnson, 2011).
Dias and Sa (2012) formulated a non-exhaustive list of the terms used to
designate it in several languages. In this list we could find the following:
ragging, fagging, fooling, bastardisation, badness, baptéme, doop, bizutage,
ontgroening, mopokaste, iesvétibas, novatada or rabnong. It could be added
praxe from continental Portuguese and trote from Brazilian Portuguese.
These words are often used to refer at thematics such as religion, naivety,
status, and initiation. However, the practice is way older than its wording. In
fact, hazing could be as far back in history as the first coalitional groups
(Delton and Cimino, 2013).

We also took interest in hazing's representation. We hear from hazing
mostly when it goes wrong and gets highly publicized (Cokley, Miller,

3 Translated from French.



Cunningham, Motoike, King, and Awad, 2001). Hazing would be the visible
part of a larger set of the group's activities (Frias, 2002). It could be
interesting to look at hazing practices and processes without preconceived
ideas. According to Cimino (2013), while studying introduction of a
hypothetic hazing situation, 84%" of participants from a representative
sample of the population chose to haze at least a little.

This article focused on hazing in higher education. We described it
and tried to integrate various perspectives on the topic. We emphasised by
looking at the newcomer, the veteran, the group, and hazing's consequences
for each of these instances. Finally, we discussed limits of our work and
scientific literature.

Newcomer

Many reasons may explain newcomers' will to enter in a group.
Along with the access of resources, protection (Cimino, 2013), and status
(Johnson, 2011), one's needs to belong can be high (Baumeister and Leary,
1995). In his attempt to integrate the group, an individual could accept to
achieve exhausting tasks to prove his commitment to the group (Cimino,
2013a), and feel pride through his ordeal achievement (Dias & Sa, 2013).
Among youth, a will to enter rituals when integrating a group has been
reported (Johnson, 2011). This will could be related to a lack of ritual
initiation in our modern societies, their trend to emerge among groups’.
Nowadays, without rituals of transition to mark each stage of life, it can be
complex to define when adolescence ends and when adulthood starts. Dias
and Sa (2012) hypothesized that hazing in higher education could assume
this role. The same authors recorded that most of freshmen perceived hazing
as some sort of obligation, specifically when entering the university world.
Aside from brutal accident, violent behavior, and death, hazing reported as
well some devastating effects on an individual's wellbeing and self-esteem
(Mikell, 2014; Castaldelli-Maia et al., 2012). On the other hand, according to
Dias and S4, (2012) hazing could act as a catalyst to identity building, and
ignite affiliation towards the group. The newcomer would conform himself
to what appears to being the prototypical group member® in order to reduce
the stress of being a stranger to the university world (Dias and S&, 2012).

Furthermore, hazees tended to label hazing as a positive experience
and link it with feelings of enjoyment and pride (Dias and S&, 2013), which
could be to a cognitive dissonance. According to Festinger (1957, quoted by

4 This investigation took place in the United States of America.

5 See Pinnock, only available online:
http://tigger.uic.edu/~huk/Gang%20History/fightingfire.html

6 See Burke and Stets, no date. Retrieved from: http://wat2146.ucr.edu/papers/00a-
alt.pdf



Harmon-Jones and Harmon-Jones, 2007), when an individual holds elements
of knowledge relevant but inconsistent to each other, it would induce a state
of mental discomfort. The mind would then rationalize in order to avoid this
discomfort. Harmon-Jones and Harmon-Jones (2007) listed three
subcategories of cognitive dissonance that could explain in different ways
what happens in a hazee's mind when facing hazing.

In the first place, the induced compliance (Harmon-Jones and
Harmon-Jones, 2007). Following Festinger and Carlsmith (1959), dissonance
occurs when an individual acts not accordingly to his thoughts. In a hazee's
case, it would drive the newcomer to consider ordeals as less painful than
they might seem. In the case of higher education the goal of a newcomer is
the membership. We assume the hazee keeps on in order to obtain access to
the benefits of being a legit group member. Because the hazee followed petty
commands and coped with anxiety during the short integrative period, he
could be tempted to consider this period to be less horrible, as he has been
awarded for it. In terms of time, hazing period may vary from an
organization to another. According to Cimino (2013a), it could be spread
from weeks to years. In higher education, hazing is based on the institution's
calendar. Thus, it would be fair to assume hazing ends before students need
to focus for exams. Or, whether hazing is in several stages, the first part at
least would end before the exams period. Induced compliance could explain
why hazees tended to understate negative aspects of hazing.

The second subcategory is the effort justification (Harmon-Jones and
Harmon-Jones, 2007). Aronson and Mills (1958) suggested that the
individual tends to give more value to a reward when it has been difficult to
get. It is probably the reason for a recently joined member to value greatly
his new status. If a hazee feels he dedicated a lot of time and furnished
serious effort in order to obtain his membership, it is logical he tends to
value it more. It seems common sense to assume that hazing would differ
among organizations. Indeed, according to Frias (1998b, quoted by Frias,
2002), the number of hazing groups in higher education tended to grow. This
caused them to differentiate themselves from one another in order to keep
their original identity. Some hazing group are known to be harsher than
others. From Walker's (1968, quoted by Cimino's 2013a) work, it appears
that it would be directly in relation to the group's prestige. The more
prestigious they are, the more difficult they are to integrate. This information
could contribute to the effort justification point, even if counter examples
exist, such as Lodewijkx and Syroit's (1997), where the severity of hazing
was positively linked to a feeling of loneliness, depressed mood and decrease
of group liking among hazees. The effort justification could explain hazees'
trend to describe hazing as positive and enjoyable.

The third subcategory Harmon-Jones and Harmon-Jones (2007) listed



was the free choice paradigm. According to Brehm (1956), when individuals
were given a choice with similar outcomes, they tended to give higher rates
to the outcome they had chosen, afterward. These results suggested that if a
hazee stopped or never started the hazing period, he would tend to speak
against the phenomenon. There is a lack of scientific work on this matter in
the higher education hazing context.

Furthermore, the Stockholm syndrome could explain why a hazing's
victim is eager to bond with his tormentor after becoming a legit group
member. According to Baron (2001), in a coercive situation, individuals tend
to identify and rely on any strong authority figure. The proposal of a hazee
getting emotionally linked to his hazer makes sense. Especially if the hazer
fits the prototype group member, since when depersonalization occurs in a
group, an individual tends to behave as the salient group prototype’. Plus,
according to Schachter (1959, quoted by Ellsworth, 2004), in a stressful
situation, an individual often seeks the company of others. It is likely that the
hazee would bind ties with his companions who have gone through the same
ordeal. Since veterans were once newcomers, and veterans always remind
newcomer hazing is not personal (Cimino, 2013a), it is slightly possible that
after getting their memberships, individuals feel closer to their former
tormentors. Some other confusing and stressful situations with strong
authority figures met similar ends. As an example we could point the training
of a pet, or even the relationship between parents and their childen. Indeed,
as stated by Keating, Pomerantz, Pommer, Ritt, Miller, McCormick (2005),
when punishment and reward come from the same source, it facilitates social
dependency. The authors gave examples, such as situations where fear and
relief are involved, which tends to promote social compliance from the target
(Dolinski, Ciszek, Godlewski, and Zawadzki, 2002), and to enhance
conformity, because acceptance relieves from distress (Galanter, 1999).

From another perspective, the situation might explain the fact that a
newcomer does not act against hazing practices. We know that in any given
situation, social cues are crucial for an individual's behavior (Conger,
Conger, Costanzo, Wright, and Matter, 1980). During a hazing activity, not
noticing any rebellions from their social environment could induce a passive
behavior among newcomers. Further, in the context of higher education, the
newcomer does not only face a group but the history and traditions of said
group (Ellsworth, 2004). If we refer to authority theories, the status of
veteran and the — sometimes long — story of a group may cause compliance
within the newcomer. Previous researches such as Milgram's (1974) remind
us how eager to obey humans can be. As a reminder, Milgram proved that

7 See Burke and Stets, no date. Retrieved from: http://wat2146.ucr.edu/papers/00a-
alt.pdf



under certain circumstances, most humans would comply with authority. In
his settings, he was able to conduct several individuals to — falsely —
electroshock innocent people. The importance of the situation appears then,
highly relevant.

Veteran

After a certain amount of time, a group member will become a
veteran. It seems logical that this status would be acquired through time and
experience. In the context of higher education, the system sounds mostly
based on time and will. For instance, in the Portuguese praxe, a member
could become an initiator only on his third year (Frias, 1998). An individual's
motivation to haze could come from various sources. According to Price,
Cosmides, and Tooby (2002), group members have a punitive sentiment
toward free riders in order to protect the group's interest. It meets Delton and
Cimino's idea (2013), which suggested humans have adapted in a way that
they have a concept of newcomers. It means they would perceive them
differently than a fellow member, and treat them differently as well.
Probably to ensure they are there to benefit the group and not to exploit it
(Buss and Duntley, 2008).

In the context of higher education, a significant difference between
group member and non-group member concerns authoritarianism (Drout and
Corsoro, 2003). Hence, we could refer to Haney, Banks, and Zimbardo's
prison experiment (1973), which reported that under certain conditions,
humans tend to behave following their role. In their experiment, half of the
participants assumed the role of fictional prison wardens, and the other half
were fictional inmates. After a while, the fictional wardens started to behave
dreadfully against the fictional inmates. We postulate that while the veteran
performs the role of hazer, he feels he should act as one. This would imply
that his representative prototype of hazer has, as principal features, to incline
to abuse of his authority and, to some extent, to sadistic behavior. Another
explanation could be that regardless of the prototype of hazer, when an
individual has a position of power, he tends to behave sadistically. In the
same line, Castaldelli-Maia et al. (2012) reported that hazing tends to
become worse each year. An explanation could come from the work of
Bandura, Underwood, and Fromson (1975). They gave individuals the
opportunity to behave punitively against humanized, neutral or dehumanized
groups, under diffused of personalized responsibility for their actions.
Results were that individuals tended to act more aggressively against
dehumanized groups, and when their responsibility was diffused. This fits
the situation of hazing in higher education, where hazers act as a group and
hazees are dehumanized through degrading name-calling and behaviors.
Darley and Latane (1968) showed that individuals take more time to assist



someone in need when other observers are present. This could explain why
hazers do not stop each other when one of them misbehave, leading
sometimes to injuries or even death.

Higher education hazing could be a specific case of event, because
the current hazer was until recently still a hazee. The work of Bandura, Ross,
and Ross (1963) could provide hindsight. The researchers demonstrated that
violence tended to be imitated by children, if they witnessed an adult
performing it. Hazing in higher education is away from their paradigm.
However, we could remodel it by looking at the hazer as being an authority
figure or role model. Plus, in the same line, according to Baron (2001), in a
situation of coercion, individuals could tend to identify and seek to rely on
authority figures. Thus, if the hazer lived as a victim of hazing and then was
the witness of several hazing periods, he could repeat the schemes as he is
assuming the hazer role. The hazer could be traumatized by some hazing
episode. The former hazee could find a cathartic opportunity once he
becomes a hazer (Johnson, 2011). He would then express his former
repressed feeling against his own former hazer and let it out on current
hazees. A trend illustrated with Tolentino's poem (1895): “I suffered insults
and wrong turns, | kept everything handwritten, and over the next novices, |
trumped with usury”®.

Another idea was the apparent will from the hazer to conform the
hazee (Klerk, 2013). And this, despite the fact that a newmember could have
a beneficial impact on the group and stimulate creativity (Rink, Kane,
Ellemers and van der Vegt, 2013). This phenomenon could emerge from
various origins. Perhaps it is a side effect of the selection which occurs when
individuals try to integrate a group. While trying to assess potential
newmembers, the hazer would reject the deviant from his norm, without
realizing it. In this context, the killer of non-normal could be tradition
(Ferraz de Siqueira, Gondin da Fonseca, Bastos de S4, and Moreira Lima,
2012), and its lowly questioned discourse. On the other hand, it appears that
hazing takes its inspiration and originality from its direct environment.
According to Frias (2002), higher education group tended to use academic
symbols such as discipline and hierarchy, and aimed to mock them in an
irreverent way. If it is true, it could be a lead to inspire new values in hazing
group, in order to avoid injuries and deaths.

Group

According to Cimino (2013), as long as it is wealthy, a group will
tend to grow. Logically, it could either produce members from the inside, or
acquire them from the outside. In the context of higher education, the second

8 Translated from Portuguese.



modality prevails. Hence, several generations of members overlap in a
coalitional group. The group would need new committed members to attend
to its needs, and it would try to select among the prospective newcomers by
hazing them. Traditionally, in higher education, the bidding period on hazees
starts at the academic year. And, as previously stated, bears various time
lengths. This fact makes the higher education hazing group some sort of
particular case. For any coalitional group, it would be logical to wait for the
need to arise in order to organize some kind of recruitment, where hazing
would take place. In higher education, time is controlled by the academic
year calendar and groups need to fit their integration process in this period,
whether they need new members or not. This could explain some deviant
behaviors, because there would be many newcomers at once, with limited
initiators to handle them. Time pressure would lead to mistake, accident, and
misbehavior through lack of control from the group peers.

According to Buss and Duntley (2008), humans tended to harvest
resources by three great strategies: individually, cooperatively, and
exploitatively. The first strategy appeared to be the riskiest one, and the
second one seemed to be the most widely used by humanity. However, the
last one illustrated the humans' will to avoid being exploited, while trying to
exploit others. One could even argue that cooperation and exploitation are
the same strategy, only unbalanced. In the specific context of higher
education, main resources the group could offer are network and status (Dias
and S&, 2012), while allowing the newcomer to enter an entity with rich
history and tradition (Honeycutt, 2005; Frias, 2002). The first one can be
achieved without the group's help, and the second does not motivate
everyone. Thus, it could mean there is something more, known only by
group members. This last argument seems weak. According to Hoover and
Milner (1998), farther than tradition, hazing binds through shared and
secretive experiences. Then, perhaps the newly created intimacy among
hazees, that knits the group together, would be more relevant than the group
history, or entry facts.

Before treating the third point, the history and tradition, it seems
important to remind Van Gennep's (1924) three phases of the ritual initiation:
separation, marginalization, and aggregation. During the first step, the
newcomer is isolated from the rest of the world, sometimes physically
(Essex, 2014). The aim is to draw symbolic separation from his former state
(Van Gennep, 1924). In the marginalization step, initiators conform the
initiated to the aimed status; in this case the ideal group member (Cimino,
2013). Finally, the aggregation step celebrates the acknowledgment of a new
state. In this case, membership, by consolidating his new status (Van
Gennep, 1924). An interesting parallel could be established between
initiation and indoctrination. Schein, Schneier, and Barker (1961, quoted by



Baron, 2001), presented a three phase model of intense indoctrination,
namely: unfreezing, changing, and refreezing. The first step consisted in
physical and psychological stress in order to weaken the individual. The
second was aimed to change attitudes and beliefs through guilt, cognitive
dissonance, and peer pressure. The last step stabilized the operated changes.
The context is not completely alike. In higher education, the protagonists are
students welcoming peers. However, they could be playing with matches;
and according to Nuwer (1999), such comparison could be relevant.

About the history and tradition, the point could seem weak. Hazing in
higher education is conducted by students. Therefore, when they leave the
institution, they leave with the knowledge of tradition they may have
acquired. Many reasons could motive their leaving: getting a diploma,
reorientation, abandonment. Educational reforms such as the Bologna decree
from 2004 could have impacted the trend as well, at least in Europe.
Master’s degree veterans could be tempted to stop their contribution to
initiation in order to focus on their last two years, including professional
traineeships and master’s degree thesis®. Thereby, if succeeding every year,
the trajectory for a higher education hazing group member would be: first
year, hazee; second year, watcher; third year, possible hazer. Then, fourth
year would be an option, and fifth year appears to be out of the question,
because of the master’s thesis and the work it represents. Hence, it is
possible that significant parts of the tradition and its meaning are lost every
year. It could explain why the discourse in higher education hazing groups
tended to remain old fashioned and anti-deviant (Ferraz de Siqueira et al.,
2012). On the other hand, it could explain why hazing tended to become
more and more cruel with time (Castaldelli-Maia et al., 2012). According to
Loriers (2009), initiation ritual could lose its purposes and become an empty
frame. Thus, in the case of higher education, while the initial intention was to
facilitate integration, initiate and bind the newcomers, if the knowledge is
lost its practice could shift to degrading behaviors, where hazers could free
aggressive pulsions.

Limitations of the studies about hazing

Several limitations could be mentioned. The studies are based on
witnesses, field observations and questionnaires. However, if we consider as
true the fact that hazing is only a visible part of a larger set of the group's
activities (Frias, 2002), it would mean we do not have all the information
available in order to fully understand the phenomenon.

We used Cimino's (2011) definition in order to remain inclusive.
However, the scientific literature has several ones, and it makes it even more

9 Retrieved from: http://www.studyrama.be/spip.php?article1535
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difficult to know if we are talking about the same topic. Plus, hazing is often
presented as a deviant behavior. Nevertheless, it has been recorded in many
parts of the world (Dias and S4, 2012), and bloomed in growing coalitional
groups (Cimino, 2013a). According to Cimino's (2013) sample, 84%° of
participants chose to haze, even a little. Thus, it would be assumed as a
normal behavior, which happens to have sporadic outrageous outcomes. The
fact we usually hear about it when it goes wrong (Cokley et al., 2001) could
alter our representation of the phenomenon.

The fact that every region and group type has its own specificities
makes hazing even more difficult to understand and compare. Is it fully
correct, for instance, to use the terms hazing and ragging indifferently? What
about the baptéme and the praxe? A lead for further researches could be to
compare operationally behaviors occurring under one word and another, with
a complete grid combining temporality, concrete content, and symbolic
content for each activity taking place during the process' period. As stated,
hazing is a complex set of behaviors. And its typicality from around the
world, along with its relationship with cultural and traditional dimensions,
makes it difficult to apprehend.

Conclusion

According to the scientific literature, individuals have a need to
belong to groups (Baumeister and Leary, 1995) and in order to integrate the
desired groups they would let themselves be hazed as a proof of their
commitment to the aimed groups (Cimino, 2013). According to Johnson
(2011), there is a will for an entry ritual, which may be explained by the lack
of space for ritual initiation in our modern societies™. For instance, there is
no formal adulthood entrance ritual. According to Dias and S& (2012), in the
context of higher education, freshmen live hazing as inevitable. In addition,
even if the same authors presented it as a catalyst in identity building,
negative impacts on hazees are various (Mikell, 2014; Castaldelli-Maia et al.,
2012). It appears to depend hugely on the situation and its actors. Harmon-
Jones and Harmon-Jones (2007) provided elements to understand through
cognitive dissonance the trend of hazees labelling hazing as a positive
experience (Dias & S4, 2012), despite its awful visible content. Baron (2001)
added that, in a coercive situation, an individual will tend to identify and rely
on any strong authority figure. This meets the Stockholm syndrome defined
as when the victim bonds with its tormentor, which could explain the bond
easily created between former hazees and former hazers. Another point of

10 This investigation took place in the United States of America.
11 See Pinnock, only available online:
http://tigger.uic.edu/~huk/Gang%20History/fightingfire.html
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view to explain the reason for newcomers to comply with hazing is that
social cues appeared to be strong determinants of individuals' behavior
(Conger et al., 1980). Thus, being an individual among many passive ones
could drive each hazee to remain passive. Plus, humans tend to obey to
authority figures (Milgram, 1974), and in the context of higher education
hazing, hazers could represent a traditional authority.

After some time, members become veterans and can take an active
role in higher education hazing groups. According to Price et al. (2002),
group members have a punitive sentiment toward newcomers in order to
demotivate free riders. This concept meets Delton and Cimino's (2013),
which stated that coalitional group members acquired a concept of
newcomers. They would perceive them differently than fellow members, and
haze them to ensure their commitment while protecting the group's interest.
Another perspective comes from works on authority status. While in the
hazer role, the veteran could think he has to act as one (Haney et al., 1973).
Nonetheless, this would imply his hazer prototype is cruel. Also, it could
simply be that while in authority position, an individual tends to abuse it.
Furthermore, higher education hazing group are a specific case, because
current hazers were until recently still hazees. Finally, their hazing behavior
could be explained through Bandura et al.'s (1963) social learning theory, or
through a cathartic motivation as well (Johnson, 2011).

Hazing would be a mechanism intended to dismiss free riders and
mold newcomers to be the ideal group member (Cimino, 2013; Klerk, 2013).
In higher education, tradition could be the reason why hazing seems legit,
and the hazer has authority over the hazee (Honeycutt, 2005; Frias, 2002).
The short period of every hazer's activity as initiator could induce a loss in
meaning in the initiation process (Loriers, 2009). A comparison between Van
Gennep's (1924) threes phase initiation process and Schein et al.'s (1961,
quoted by Baron, 2001) three phase indoctrination process could lead to
think it is the same tool, but defined by different words.

About scientific literature's limits, the data source is perhaps the weak
spot. Ethical limitations would forbid operationalization in a laboratory, or
field infiltration. These limitations are a break to understanding the
phenomenon. Nonetheless, results such as Cimino's (2013) appeared
trustworthy and generalizable to some extent. Comparing hazing from
different countries, based on scientific literature, could be problematic. In
cultural and traditional matters, words can signify different experiences and
may mask what real experience really is in each country . Finally, hazing is
usually pointed out as deviant behavior, nevertheless, according to Cimino's
(2013) results, 84% of participants would wish to haze a little, and we know
the practice is present in many parts of the world (Dias and Sa, 2012).
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Hazing could be a human behavioral norm, acquired by social
learning (Bandura et al., 1963) or as an adaptative mechanism (Delton and
Cimino, 2013). Hazing could be a tool subject to (mis)use in order to protect
a group’s interest, which could have dreadful consequences over its target,
the hazee. In order to avoid injuries and deaths, there are several dimensions
to explain. First, forbidding it does not appear relevant, mostly because it
would remain hidden and thus would be more difficult to follow. Second, it
would probably increase group cohesion against hostility (Murphy, 1957),
even if it is on a symbolical level, and even if the hostility comes from the
law. Third, in the context of higher education, the actors are presumably
intelligent, scholar and cultivated. Thereby, it could be profitable to inform
them about matters of violence and alcohol, making sure hazers and hazees
understand they are responsible for their actions. Finally, if Frias (2002) was
right, students tend to take their inspiration in their direct environment.
Hence, the fact that students tend to use alcohol and violence during hazing
(Waldron & Kowalski, 2009) could be taken as a symptom of our societies,
and could invite us to rethink our values and educational habits.
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Abstract

Many ethnic communities in the United Sates have founded
community schools to perpetuate in their new land their cultural “roots”,
their own languages and their values. The Portuguese community in the
United States is not exception and founded their first school almost one
hundred years ago to promote the language and the culture of their ancestors.
The purpose of this qualitative study, multiple case work, is to analyze the
perceptions of six school community leaders about the context of the
Portuguese community schools in the United States namely on the problems
they face today, the type of leadership of the schools and the reasons of
parents to place their children attending those schools. The narratives of the
six leaders interviewed are consistent with common conclusions specifically
that the schools face many problems nowadays related with lower
enrollments and finances, lack of coordination, poor communication and
collaboration among the Portuguese community schools although they
benefit from a voluntary, dynamic and democratic type of leadership. These
community schools are essential for the Portuguese communities in the
United States. They represent the culture, the history and the special “link” to
Portugal. For those reasons, these schools should be cared for and recognized
by their efforts, leaderships and perpetuation of the national identity and
values of our ancestors. It’s extremely important that these community
schools be supported and cared for because they provide an important
service to the Portuguese communities and to its students
. _________________________________________________________________________________________________________________________|
Keywords: Portuguese community schools; leadership; Culture; Portuguese
Language; United States

Introduction

Many ethnic communities in the United States have created and
maintain heritage or community schools to preserve the language and culture
of their ancestors. Thousands of such community schools exist today in the
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United States. They provide alternative and/or supplementary educational
resources as well as valuable cultural and social experiences for many
American children (Fishman, 1999).

Among such schools are those of Portuguese origin. In fact,
Portuguese-American communities have sponsored heritage schools in the
United States for more than a hundred years.

For many Portuguese-Americans, Portuguese heritage or community
schools represent “grass roots” commitment and community effort aimed at
wakening the reasoning and sensibility of the young to the values of their
culture (Bento, 2001). These schools also seek to perpetuate the community
language, culture and identity in the United States of America. In light of
that tradition, this qualitative study analyses the perceptions and opinions of
the schools leaders about the role and specificities of those schools and the
difficulties they face nowadays. In this context, we conducted semi
structured interviews to six school leaders of Portuguese community schools
in the east coast of the United States of America.

Community schools in the United States

Joshua Fishman relates that the United States, as the greater
multilingual and multicultural nation cannot disdain the thousands of schools
and the hundreds of thousands of children that the Ethnic or Community
Schools serve. Fishman (1980) states:

These schools must be enclosed in the list of our
educational, social and intellectual resources for
national reasons given the fact that the United
States cannot give itself the luxury to ignore six
thousand schools attended by six hundred
thousand children (p. 236)

The Ethnic or Community Schools are supplemental schools
functioning between six and 10 hours per week and between three to five
sessions of two hours each (Bradunas & Topping, 1988). According to
Fishman (1989), linguistic education is only one of the multiple objectives of
the ethnic schools. The education of traditions and history of ancestors, the
wakening and the development of the ethnic identity, the improvement of
communication between parents and children and the creation of chances for
the members of the community to work and to socialize among them, are
also essential objectives of great importance. In this way, Ethnic or
Community Schools had given an important and independent contribution to
the maintenance of ethnic languages and cultures. Bentley (1982) affirms:

For besides keeping the identity and increasing academic education,
the proficiency in two languages is one advantage in a cosmopolitan world.
Nine of ten Americans don’t know how to speak, to read or to understand
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another language for beyond the English. An education that leads to a high
degree of bilingualism in English and a minority language is of great value
for this country (p. 114).

Similarly to all the other ethnic or community schools, the
Portuguese ones located in the areas of major Portuguese concentrations,
transmit to its pupils significant levels of reading, writing and
comprehension of the Portuguese language. Moreover, Portuguese
Community schools give also emphasis to history, literature, customs and
traditions to the Portuguese people.

During their research into heritage schools, Bradunas and Topping
(1988) found the following similarities to be typical across ethnic groups:

a) Emphasis on the importance of identity

b) Acknowledgement of the significance of the native language

c) Propensity to organize a school-type structure for their educational
programs

d) Similar problems with teachers and curriculum materials

e) Identical headaches concerning enrollments and finances

The few differences they noted were related to language instruction.
While more recently created schools such as Lithuanian, Polish, Hungarian,
Turkish, Cambodian, Portuguese and Korean schools, seem to stress the
importance of language above else, older schools, such as Japanese,
Ukrainian, and Greek schools seem to place less emphasis on language
instruction. To cite another contrast, the older Chinese schools seem to focus
solely on a few ethnic arts while the oldest German-Russian and Dutch
schools focus more on the social history of their community in its particular
locale.

Portuguese Community schools in the United States
Five years ago, according to Castanho (2010) there were in the
United States 65 Portuguese community schools distributed by 13 states with
3.286 pupils and 210 teachers. In the state of Massachusetts there were 9
schools and Rhode Island it had 5 schools a Portuguese population of
279.722 in Massachusetts and 91,445 in Rhode Island.
Fifteen years ago, Bento (2000) reported the existence of 62 schools
serving 3,518 students and 195 teachers in the academic year of 1999-2000.
Nowadays, the state of Massachusetts has nine Portuguese
community schools:
Portuguese Official school of Cambridge and Somerville
Portuguese school of Hudson
Portuguese school of Ludlow
Portuguese school of Milford
Portuguese Official school of Peabody
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Portuguese United for Education (in New Bedford)
Portuguese school of Casa da Saudade (in New Bedford)
Portuguese Official school of Fall River
Portuguese school of Taunton
The state of Rhode Island has five schools:
Portuguese school of the Youth Lusitana Club (in Central Falls)
Portuguese school of Pawtucket
Portuguese Official school of East Providence
Portuguese Official school of Bristol
Portuguese school of Cranston

Methodology

For this qualitative study, we conducted six in-depth open ended semi
structured interviews to the leaders of the Portuguese Community schools
located in the east coast of the United States and used direct observation
during the visits to the schools. Three schools were located in the state of
Massachusetts and the other three in the state of Rhode Island. This is a case
study, multiple in nature, as according to Best and Khan (1993)

The case study is a way of organizing social data
for the purpose of viewing social reality. It
examines a social unit as a whole. The unit may be
a person, a family, a social group, a social
institution, or a community. The purpose is to
understand the life cycle or an important part of
the life cycle or unit. The case study probes deeply
and analyzes interactions between the factors that
explain present status or that influence change or
growth (p. 193).

Five participants, in this research study, were women and one was a
man. All community school leaders have had experience in running the
Portuguese community schools ranging from 4 years of experience to 15
years. All of them hold Bachelors’ degrees either from Portugal either from
the United States except one which has only the Basic educational level from
Portugal. The number of students per school range from 20 to 40 students.
Schools survive, financially, with the money coming from tuitions and
fundraising.

Results

Content analysis of the six interviews as well as results of direct
observations allowed us to arrive at the following conclusions in several
categories:
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a) Leadership and decision making:

The school leaders interviewed practice the following type of
leadership: collegiate, collaborative, democratic, voluntary and based on
personal values. It affirmed one school leader: "the leader has to perceive
that the others also are individual leaders; the school is not the school of
Professor X, is our school, of all of us; it is the faculty, the totality that
deserves the distinction, the recognition for the work that the school has
made " (I# 1). In the same direction, another school leader said: "What | say
to the teachers it is that here all of us are in “equal foot”, to have
availability, what I can do, | always ask for contributions of my colleagues;
no decision is taken without being articulated among us and with the parents
as well "(I# 4). Another participant, stated: "For me it is very important that
the school functions with great success, or either, that the children are
learning Portuguese, is for that, that they are here that feel protected are
loved and, respected; and, not only the pupils but also the teachers and the
school commission " (1# 3).

b) Qualities that a Portuguese Community School leader must have:

The participants had related that a leader of a Portuguese community
school must have certain attributes such as, sense of balance, being friend of
the colleagues and pupils, capacity of initiative and organization, deep
knowledge of the Portuguese language and culture and sensitivity for the
necessities of the educational community and of the "parents who are the
pillars of the Portuguese schools” (I #4).

Stated the first one interviewed (I#1)"the Director it is a landmark,
the fiduciary office of the scale, guarantees the cohesion and even the
appropriate behavior, everything he makes in the school".

c) Support from the mother land (Portugal):

The participants interviewed related that the support from Portugal is
nonexistent almost null financially. It has had some collaboration with the
cession of some manuals to some schools although those materials are out of
our context our reality in the present time; The Coordination, headquartered
in Washington, is far away from the communities in such a way, geographic
and pedagogically. It affirmed the participant (1#4): "it does not have and we
are not waiting to receive checks from Portugal but it there are other
supports that do not demand great investments: curriculum development, ,
materials thought with our opinion, people who work here in the field, and
to place all in the same page."

It has been acknowledged that the support from Portugal to these
community schools had been significant many years ago but nowadays is
practically nonexistent. The community schools, according to Bento (2001),
had had great influence in creating special links of students and communities
to the mother land. Parents’ motivations
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Portuguese families want their children to learn the language and
culture of their ancestors and for that reason place their children at the
community schools. Stated one participant (I# 5), *““they want their children
to learn Portuguese and they don’t want that the language dies” Another
participant had stated that “They want to see their son or daughter to speak
their own language and to learn the history and culture of Portugal® (1# 6).
Parents of students appreciate the language, culture and history of Portugal
and intend to pass that on to the next generation. The community schools are
the instrument used to accomplish that legacy (Fishman, 1999).

Conclusion

This research study, qualitative in nature, and multiple case, intended
to assess the perceptions of the directors of six Portuguese schools in the
United States (east coast) in several issues related to the Portuguese
language, culture and traditions as well as the communication with the
Portuguese government and its representatives in the area of education in the
United Sates; for those purposes we conducted semi-structured open-ended
interviews to six directors of the Portuguese schools in the east coast of the
United States.

The ethnic minority groups in the United States and in other parts of
the world tend to preserve and maintain their languages, cultures and their
ethnicity through various means. One of the major instruments used are the
ethnic or community schools which teach to the new generations the
language, the values, the culture and the traditions of theirs ancestors. The
Portuguese communities in the United Sates have been maintaining these
ethnic schools for more than one hundred years. The Portuguese community
schools are organizations rooted in its communities that are facing, on the
present time, some challenges. Portuguese schools are led by people with
great service spirit, deep cultural and language identity, and, devotion to the
cause of the education of the Portuguese language and culture to the
Portuguese descendants. They expect from Portugal and the Coordination
Cabinet more support and orientation (and not so much financial support) in
the elaboration of adequate materials appropriate to the reality of the learning
public (they are now teaching the third generation no more the second) as
well as orientation on audiovisual materials that represent the uses and
customs of the several regions of Portugal (I1#3).

It’s essential that these community schools be supported and cared
for because they provide an important service to the Portuguese communities
and to its students; Fifteen years ago, one researcher observed the effects of
these schools: Bento (2001) found that the Portuguese community schools
facilitate the following for students and communities: a) acquisition of the
Portuguese language and culture; b) enhanced educational opportunities; c)
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stronger links with Portugal; d) passing of a legacy to future generations;
and, e) development of positive language and cultural attitudes. Although the
schools face many challenges nowadays, they continue to provide great
benefits to the Portuguese communities and their students. Therefore, they
need more attention and support from the Portuguese government. Another
researcher, had recognized the need of a closer connection between the
Portuguese government and Portuguese community schools: “...it is a moral
obligation of Portugal to support the teaching situations of integrated
education, as well as the community schools with quality teaching, therefore
we need everyone to dignify the Portuguese language in the foreign
countries” (Castanho, 2010, p. 61).
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Abstract

Alex Mucchielli in the University of Montpellier developed the
qualitative systemic analysis. In this communication, we intend to present the
principles of this methodological approach in human and social sciences. We
believe that this qualitative approach is innovative in the context of
qualitative methods and allows a new perspective in the analysis of the
communication processes in social organizations. The main operations of the
systemic qualitative method are the iterative definition of the framework, the
identification of the recurrences and circular causalities, and the modeling of
relations/social exchanges. These operations aim to find the sense/meaning
of a social exchange system. The logic of the system, found by an approach
that respects all the validation process in the qualitative methods, is
important to clarify the specificity of the research in human and social
sciences. In fact, qualitative research is one of the scientific achievements
that are most relevant in the comprehension of the dynamics of human
interaction.

Keywords: Qualitative systemic analysis, qualitative methods, qualitative
modeling, circular causality, recurrence

Introduction

The qualitative methods in social research are multiple and, as they
emerge from different epistemological paradigms, they have theoretical
similitudes and differences. In the framework of the constructivist paradigm
the qualitative systemic method of Alex Mucchielli adopts a methodological
approach that leads to understanding the structure and functioning of social
phenomena and human behaviour.

The main operations of the systemic qualitative method are the
iterative definition of the framework, the identification of the recurrences
and circular causalities, and the modeling of the relations/social exchanges.
These operations aim to find the sense/meaning of a social exchange system.
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The first operation in this systemic analysis is the building of a
framework (cadrage), which corresponds to what is called "sampling™ in
other qualitative methods. The delimitation of the field of analysis is made
from the point of view of the actors correlated with the observed relational
networks.

The second operation consists in identifying the recurrences in the
relations system. These recurrences are listed as a "form of exchange".
(Mucchielli, Alex, 2006). This intellectual process combines the seeking of
similarities with the categorization, despite not awarding meanings to the
actions of the actors in the system™ at this stage.

The third operation is based on seeking circular causalities and on
the process of seeking totalities. The researcher must answer the question:
"What is the collective concern shared by the actors that builds the relations
system?" (Mucchielli, Alex, 2006)

This research, by comparison and by generalizing the induction of
this challenge (enjeu), provides the key for the interpretation explained by
modeling. The modeling of relations/exchanges (fourth operation) depicts a
scheme of the significance of each exchange (formal categories) developed
by the actors in a more global context.

By modeling relations/exchanges (fourth operation) we put, into an
explicit scheme, the significance of each exchange. To do this, the
investigator must make not only an intellectual work of contextualization,
but also an interpretation of the emergent sense/meaning of the relations
(Mucchielli, Alex, 2006).

For the qualitative systemic approach, the research of the general
framework of significations system is the fundamental to a comprehensive
understanding of human actions. This constructivist approach allows, by
modeling the interactions and by the analysis of circular causalities, to open
new perspectives for the analysis of relational and communicational systems.

A new approach to Palo Alto

To Alex Mucchielli, it is necessary to overcome the methodological
framework of Palo Alto in the communications analysis: “Watzlawick,
Helmick-Beavin and Jackson did not develop an accurate method to build
and then study the communications systems. The analysis that they propose
is close to the text analysis.” (Mucchielli, 2006:54).

The aim of the qualitative systemic approach is to develop an
accurate procedure and method by modeling the significant exchange system

2 A first version of this text was presented in the IX Conference of the European

Sociological Association “European Societies or European Society”, Lisbon, ISCTE-IUL,
02-05 September 2009.
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between the actors of a social system (in micro, mezzo and macro levels).
The systemic analysis emphasizes the shape of the exchanges that are
generated by the participants in a communication system that allows putting
into evidence the rules of the game that construct the system itself.

To Alex Mucchielli, Palo Alto’s interaction analysis was not
sufficient to define the implicit rules of the exchanges system and that is why
he proposes a new approach that he named qualitative systemic analysis.
This hybrid approach (phenomenological, grounded theoretical, structural,
and systemic approach) is based on epistemological qualitative principles,
explained in many texts and conferences by Alex Mucchielli.

The principles of the qualitative systemic analysis

To build a comprehensive model of reality, the qualitative systemic
analysis adopts five (or seven) principles of the communications analysis
principles: 1- the systemic postulate; 2- the principle of the levels in the
observation and the frame working; 3- the primacy of the systemic context;
4- the principle of the circular causality; and 5- the principle of the
homeostasis. In the communications field, there are two more principles. 6-
the nature of the communications identifies the significant exchanges
between the actors in a system. 7- the principle of the recurrence of the
interactions emphasizes that we need to understand the origins of recursive
interactions that generate structural games between the social actors.

The systemic postulate emphasizes that the phenomena don’t exist
alone and must be considered in interaction with other of the same nature.
The principle of the levels and the frame analysis determine that the
phenomena, in order to be understandable, must be observed in delimited
frame. That frame defines the actors and the issues to consider. The primacy
of the system context highlights that the meaning of a social action is given
by the context formed by the system itself. The principle of circular causality
states that a phenomenon is integrated in a complex system of mutual
implications of actions and retroactions. The principle of homeostasis defines
that all systems have their own rules and functions that generate a global
logic that allows for its own reproduction. When the qualitative analysis is
applied to the communication phenomena, we must also apply two other
principles: first, the principle of the nature of the communication, which
emphasizes that the communication must be presented in a category of
significant exchange. This form must be put into the model by the
generalization of the several concrete contents that were observed and that
have the same meaning. Second, the principle of the recurrence of the
interaction games that postulates that, in groups and organizations, the
communicational phenomena can be presented as scenarios or as repetitive
and recurrent games. (Mucchielli, A.2004: 44).
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The method: the search for the global meaning of the system

The fundamental steps in the qualitative systemic analysis are linked
with the main principles. The first step (linked with the second principle)
leads to the definition, by the research problem, of a pertinent level of
observation (the non-immediate level) (cf. Flick, Uwe 2005, 49-51). The
second step (linked with the first principle) conducts to an identification of
the elements of the system (actors). The first and the second steps allow for
the construction of the framework analysis of the research to happen.

The third step (from the sixth principle) is developed in articulation
with the previous step, and is related to the systemic modeling. The
communications in the model are the recurrent and significant ones. The
fourth step is integrated in the previous one. As we build the systemic
modeling, we try to reconstruct the circular causalities and the determining
“game rules” in these circular causalities. The fifth step (from the sixth
principle) is the interpretation of the data organized in the systemic
modeling, in order to find the global “game”, the logic of the system. The
sixth and last step: through the modeling, the explanation of the circular
causalities, the logic formulation of the game, we can discover the “issues”
(profound problems of the actors and their implications in the system). This
analysis permits to define the hypothesis for the intervention to change the
system. This step is essentially inferential. It is here that we can understand
the “issues” as well as the strategies of the actors. (Mucchielli, A.2004: 44-
45).

The qualitative modeling

The qualitative modeling, in communication sciences, leads to the
interpretation of the meanings of the interactions of the actors in a social
system. To achieve the interpretation by the construction of a model,
Mucchielli defines three levels of analysis, as explained in the
introduction: the level of the concrete observation of the communications
(where the facts are described); the level of the generalization of the
communications (where the facts are put into categories) and the level of the
interpretation of the meanings (where the implicit and explicit logic of the
system is revealed). To go from one level to another, the researcher needs to
go up and down because the reformulation of the exchanges in the superior
level is done through the comprehension of multiple data of the inferior
levels. These different epistemological levels lead to the inference of the
global meaning of the system.

Mucchielli, in one of many examples of modeling, presents schemes
of interactions that are linked by the logic of the interaction system. And he
clarifies that the Palo Alto approach maintains the confusion between the
social constructions made by the social actors (constructionism) and the
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scientific methodology of the study of this constructions, which is
constructivist. (Mucchielli, A., 2004:66-67)
One of the main examples of Mucchielli’s qualitative approach is

present in the following scheme:
Scheme | The recursivity between the three levels of modeling

To denonce to
Preserve himself

Third level:
Interpretation

denonciation-
accusation

you are
incomptetents
-

Second Level:
generalization

First Level:
observations

Source: Mucchielli, A. (2004:67)

In this scheme, we may see that the clause “you are incompetent”, in
a context of the observation in the second level of generalization, fits the
category of denunciation-accusation that is interpreted in the third level as a
way to safeguard oneself in the context of the interaction. (Mucchielli, A.
2004:67)

The logic of the system found by the systemic qualitative approach is
important to clarify the specificity of the research in human and social
sciences. In fact, the qualitative research is one of the scientific achievements
that is most important to comprehend the dynamics of human interaction and
to interpret the meaning of human actions.

Conclusion

As a qualitative constructivist approach, the qualitative systemic
analysis adopts a specific meaning of the modeling processes by defining
formal categories and their meaning, in order to reveal the logic of the
system (rules). In this process, we have an important dual epistemological
rupture between the meaning for the actors and the meaning for the
researcher. For Mucchielli, the Palo Alto approach needs to reach another
level of interpretation and that is why he proposes the qualitative systemic
analysis.

The validation of the results in this method is the same as with other
qualitative methods: internal acceptance (the research and the results must be
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accepted by the actors); completeness (one of the methods to achieve the
completeness is the triangulation of the techniques and of the theories. The
writing of the research diary is also important for reaching the
completeness); saturation (the phenomenon that appears during a certain
moment of a qualitative research, when the data that we have collected is not
new); internal coherence (appeals for the research to be coherent and
comprehensible by any researcher); and external confirmation (the
acceptance of the research findings by the scientific personalities, experts
and others researchers) (Mucchielli, A.1991:111-118).

This process of validation of the findings in qualitative research must
be emphasized in the dialogue with the so-called positive sciences. As Alex
Mucchielli says, “the development of the qualitative research is the
achievement of the fundamental progress in the definition of the specificity of
the research in human sciences”(Mucchielli, A.1991: 19).
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Abstract

Direct application of University Science Parks and Research Centres
operational models for the needs of sustainability of their research and
development activities in the period after completion of their financial
support from structural funds (e.g. after 2015) represents one of the
important issues for their direct leader employees. The definition and ways
of implementing said models cause enormous discussions already nowadays
in science and research environment. Time lead of such discussion shows
that the issue is not really solved and represents a serious risk for projects’
sustainability, which is so vital not just in the decisive monitored period of 5
years after the project completion, but mainly in mid-term and long-term
horizon. It is necessary to connect sustainability assurance with an active
approach within the frame of the assembly regulation process of both the
actual and predictor risk by following the most important goal - the
competitiveness within European research area and all-society contribution
of its actual activities.

Keywords: Sustainability, Research Centres, Risks

Introduction:

l. WHAT IS THE RESEARCH CENTRE OF THE
UNIVERSITY OF ZILINA?

During the course of years 2013 and 2014 thirteen university science
parks and research centres (USP and RC) were created in Slovakia with
financial support from European Union. EU support reached more than 410
million € and was aimed to create excellent background for research
activities in academic and academic collaborating with private sector.

One of newly created centres is Research Centre of the University of
Zilina (Research Centre; RC ZU). After its completion it will be a unique
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workplace for research and development established by the University of
Zilina. lts function is to operate as a regional centre of applied research
integrating decisive research activities and thus reaching synergistic effect in
application and increase of research potential of the University of Zilina. At
the same time the prime social commitment will be assured, which is the
research implementation with direct impact on everyday life. Research centre
aims to conduct research for people. For fulfilling this message and function,
it connects activities of several science-and-research working units. It
involves the 5 crucial faculties of the University of Zilina, 13 departments
and institutions included. There is also a strong connection to industrial
partner — Transportation Research Institute, which with its 60-years history
represents one of the crucial elements in frame of private activities in chosen
segments of transport research.

The main research areas the RC ZU is focused on are the areas where
the University of Zilina is established at an excellent level within the frame
of EU and plays an important role on a world-wide scale.

Keys activities can be described as follows:

1) Research and development in the area of control and evaluation of
transportation infrastructure condition.

2) Research and development in the area of progressive materials for
building the transport infrastructure and production of the means of
transport.

3) Research and development in the area of design, construction and
control of intelligent buildings and renewable energy sources.

There are more than 110 employees participating in these activities,
including 9 professors, 13 docents and 48 post graduates (PhD.). To boost
the educational process, various activities and actions are performed for an
even more intensive involvement of students on all levels (including PhD.
Students) during their studies.

Research Centre of the University of Zilina also supports clever
people with good ideas and is building its own incubator for spin-off and
start-up projects. This enables a simpler and much faster commercialization
of research results and developments; an active look-up for potential spin-off
and start-up projects as well as it supports the creation of new innovative
business companies.

Another part of Research Centre, Regional Centre for Knowledge and
Technology Transfer and Science Popularization is engaged in
popularization of research results in laic and professional community. Its aim
IS to acquire customers for research and development activities at national
and international level, to identify potential application of the results reached
in research and development, to enhance their transfer to praxis and to build
up the system for effective commercialization of reached results. There is
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also a department for dealing with regulation and active protection of
spiritual property in relation to actual output.

In June 2014 a construction of so called ,,intelligent building* started,
using the low-energy construction methodology (with thermal energy
consumption under 15 kWh/(m2.year)), applying the higher standard of the
building equipment concerning a variety of thermal, cold and energy sources,
from the point of view of energy demands regulation, safety and services in
the building.

The building itself and its integral technological environment in
combination with its real use, will provide preconditions for research
activities in area of energy demand, control of heat gain, operating
algorithms optimization or for example settings of the optimal heat comfort
for the users.

In frame of common research activities, the Research Centre of the
University of Zilina organizes events, such as ,Research Forum* or
»Research star* for fellow scientists and researchers.

I
. SUSTAINABILITY = DEMAND

Every subject not managed by adequate grant (either on regional,
national or higher level) has to come up with additional means of funding to
become self-sufficient for operation and further development. Financial
mechanism for newly created university science parks and research centres is
based primarily on idea of zero or minimal dependency on founder
(universities or Slovak academy of sciences). Based on these premises,
question of sustainability is much more than relevant.

The basic element of sustainability is demand for ones services and
products, which directly influences viability and determinates the role of the
subject in frame of research-and-development as well as all-society
environment. Although we primary consider the demand in relation to its
satisfaction from the point of view of financial incomes for relevant
research-and-development subject, the social demand occurs more and more
often, which we can define for example by:

e Interest to cooperate from top-level professionals,

e Need of existence of such subjects that are able to efficiently
interlinks educational and research activities in academic area or

e In the form of all-society commissions that do not generate financial
income and do not thus contribute to direct financial sustainability of
existing subjects.

When the forms of demand are known, it is possible to start focusing
on relevant risk factors and to create tools to regulate them.
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1. RISK FACTORS FROM THE RC ZU POINT OF VIEW

Risks in relation to specific organizations of research and
development such as USP and RC can be divided into 2 basic groups:
general and specific.

General risks represent a group of circumstances, which influence the
very existence, operational capability, financial independence and
competitiveness of all subjects (all newly created USP and RC) without
exception. We can include here:

e existence of national forms of support for USP and RC (direct grants
and stimuli),

e legislative and programme barriers and arrangements disabling an
active entry into the economic market conditions,

e all-society attitude to further support for USP and RC in relation to
the state and prediction of development of national and European
economics.

Specific risks are unique influencing factors related individually to
each one of USP and RC. It is a group of factors that arise for example from:

e Reallocation of research-development capacities in the frame of
professional fixation and relevant region (amount and quality of
competitive subjects),

e Existence of mid-term and long-term demand partners (regular
customers),

e Access to high-quality supraregional basis of human resources,

e Efficiency of using own unique infrastructure,

e Possibilities for active and stable binding to important research
organizations on international level and engaging in common
activities of R&D,

e Efficiency of integrating other R&D subjects under its own
regulation.

e Range and quality of actual activities aiming to financial
sustainability (indirect grant schemes for USP and RC, for example
Slovak Research and Development Agency, local grants and amount
of irregular income, for example in form of contractual research),
including the questions of founding and operating the start-ups and
spin-offs.

It is necessary to mention here that even though both risk groups act
externally as separate factors on USP and RC projects” sustainability, it is
not possible or right to compare their importance, separate them completely
from each other and approach them without solving the secondary risks
caused by them.
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A. Control of General Risks by RC ZU

It is not possible to create and apply tools for managing general risks
by an individual subject like RC ZU, considering the volume and character
of the factors entering their development process. From the projects
sustainability point of view, USP and RC identify the primary problem as the
missing definition of any further support from initiating subject (in this case
the Ministry of Education). There is a serious assumption that after the 2013-
2015 period (period with financial support from initiating subject), a new
period will follow where USP and RC will have to redirect from activities
for stabilization in economic environment and demand base creation to
»lifesaving activities®. It is highly possible that some of USP and RC will not
be able to find sufficient tools to survive until the new supporting systems
are defined and will have to cease to exist or will need considerable help
from founder institutions. Then the questions of efficiency of investing the
financial resources for their creation occur, which will logically cause
scepticism for future support.

USP and RC also have to directly confront legislative and programme
barriers. These on one hand ,dictate” duties in form of activities for its
sustainability, but on the other hand they limit the forms of financial support
in the frame of monitored period (by the year 2020) to minimum and thus
limit the possibilities of equalization with market subjects. The sooner
suitable legislative precautions come, not just in form of internal
(institutional regulations of the University of Zilina) and national legislation,
but mainly on the part of programme adaptation (Operational Programme
Research and Development and Operational Programme Research and
Innovation), the sooner it will be possible to find an optimal model of its
own functioning in relation to the question of sustainability.

The last mentioned general risk is the amount of public acceptance of
ongoing and future support for USP and RC projects considering the
economic situation and direct impact of actual R&D activities for public
benefit. This risk factor is generated through the whole society and even
though it acts externally like some unimportant factor of sustainability, when
considered in detail its role is extremely important. The reason is its ability to
accelerate or completely stop the sustainability of these projects. Considering
creation of 13 USP and RC subjects, there were more than 400 million €
allocated for the 2013-2015 period. This amount represents an extreme
expense for economy and a massive obligation to final recipients of services
and products of actual R&D activities (the society), while their amount and
quality is directly transformed in form of feedback into one of the indicators
reflecting the need of sustainability of USP and RC. In case that society will
not create demand for provided products and services, it will be necessary to
reconsider tools applied for preserving sustainability and to redirect financial
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help to other economy sectors outside research and development. From the
economic contribution point of view, it is possible to discuss the subject of
USP and RC sustainability and their influence on economy, while declaring
that R&D sector contributed to economic growth. Thus the expended
financial means will prove to create benefits (both financial profits and social
benefits) and a direct motivator to provide tools for preserving sustainability
of USP and RC in future period will occur.

B. Managing Specific (Individual) Risks of RC ZU

This group of risks is characteristic by quite open possibilities of
direct risk management by applying the right tools at the right time.

The idea of RC ZU was drafted in form of a subject that disposes of
certain elements of uniqueness and competitiveness in order to simplify
implementation of sustainability tools. Areas of research and development
originate from historic background so they are focused on transportation and
related topics. The University of Zilina as the founding institution profiles
itself in a long-term horizon as a centre of transportation research in
Slovakia, with stable position in European area. RC ZU project realization
contributes to this profiling.

Meanwhile the competitive advantage occurs in form of favourable
regional and supraregional localization in comparison to other research-and-
development subjects, that could directly threaten (or weaken) demand for
RC ZU’s services and products completed with very specific acquired and
used infrastructure.

Great deal of attention according to RC ZU management model is
dedicated to activities concerning acquiring and preserving the strong
partnerships with demand entities from industry or society (including the
environment providing educational process). With industrial partners it
means to conduct such research activities that are interesting for their own
applicability into praxis. Reaching this goal will help not only to create
higher level of demand from said partners but will also lead to much required
financial stability for further innovations and operation. One of the examples
is signing several general contracts of cooperation even before finishing the
actual building of RC ZU own research facility.

In second case, where the attention is concerned with society
interests, the goal of RC ZU is to transform its own activities into the form
that brings direct effect to society, for example connecting research activities
with educational process. Direct use of gained knowledge is meant here, in
frame of actual R&D activities included into educational process, mainly at
the University of Zilina.

Another decisive element that directly influences the RC ZU
sustainability is ensuring the available basis of employees who dispose of

37



relevant professional and managerial abilities. That is the reason why we
approach creation of research teams in a highly professional manner,
choosing people by committees, while the innovation and competitiveness of
approach of the person is emphasised. This system is partly supported by
strengthening the teams with post docs. Right now there are taken steps to
integrate the students of bachelor and engineering degrees into the actual
research-and-development process of RC ZU as well. The goal is not just to
enhance their knowledge basis but also to determine their innovation
potential.

A clear, well established system greatly eliminates personal risks and
uniquely determinates the position and duties of each member of research
groups and managerial teams, which reflects itself in efficiency of decisive
and specific R&D activities.

Research-and-development environment is quite often confronted
with insufficient level of using one’s own infrastructure. This level is mainly
influenced by the correct prediction of demanded services and products in
combination with operational costs and personal capacities needed for the
direct R&D activities. When the idea of RC ZU was forming, the emphasis
has been put on unique equipment, thus preventing the impact of
aforementioned risk. At the same time, modularity and compatibility of some
parts of infrastructure have been taken into consideration. It means the
efficiency in cooperation with already existing infrastructure of University of
Zilina, especially already existing excellence centres of research and
development and the ones that the RC ZU will probably cover in the future.
Even in spite of the system adaptation, the risk is connected mainly with
preserving its operational ability after completing the direct funding schemes
and possible growth of competitive subjects, which may dispose of similar
equipment.

Strong institutional partner support from important research-and-
development organizations in Slovakia as well as Europe creates
preconditions for participating in common activities that bring important and
wanted effects, including the financial gains. RC ZU integrates activities
consisting of regulating such relations and makes an effort to increase their
benefits for the needs of actual sustainability. It acts as an active partner for
international initiatives like HORIZON 2020, COST, EEAGRANTS,
Visegrad FUND or direct notices on the part of regional partners (Danube
Region). At the same time it supports widening of researchers database by
activities in the frame of Marie Curie models.

RC ZU also takes adequate steps in order to achieve financial
sustainability. It mainly concerns of the active approach for receiving grants
from Slovak Research and Development Agency, Research Grant Agency,
subsidies from the Ministry of Economy SR, etc. At the same time it forms
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specific Regional Centre and Incubator, e.g. organizations that are supposed
to help in an active way by gaining customers, protecting and spreading
intellectual property and support the innovative ideas in form of spin-off
projects.

Conclusion:

It is not possible to leave sustainability of such important and specific
projects like USP and RC (with their huge infrastructure and personnel) up
just to themselves. Not even in spite of ambition to apply such managerial
models that aim mainly for financial stability in mid-term and long-term
horizon without being dependent on other forms of direct or indirect support
(grants, subsidies, stimuli, etc.). This statement is based mainly on a short-
time period needed for building the USP and RC facilities as well as
implementing specific research-and-development activities, where the
elements of unique services and products are formed and the position in
frame of open market economy is stabilized. It is necessary to realize that
until given time period expires (the end of year 2015), there will be 13
unique research-and-development institutions in Slovakia, but most of them
will be only in its initiatory stage. That means at a zero point or in its
proximity. There is an assumption that without more of the direct support
from the founding institutions, these new USP and RC projects will end in
similar scenarios of development that happened in last seven years, when the
excellence centres of research and development have been built from the
infrastructural and personal aspect, while the need of their short-term
sustainability was not reflected in implementation of specific stabilization
activities at research and economy space. That has been transformed
afterwards into undesirable pattern and one of the goals for newly
established USP and RC is the use of their potential, which will directly
contribute to increase their competitiveness.

It is possible to directly apply the aforementioned statements to
Research Centre of the University of Zilina. The managerial model tries to
approach each of the risks, which can influence the efforts to provide actual
sustainability, in a way that establishes Zilina as a science city in mid-term to
long-term horizon. An important precondition to reach this goal is following
the basic pillars of success: to conduct a unique, specific research and
development activities, to follow trends in demand and to conduct the
research for society, the research for people.
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Abstract

This aim of this paper is to establish a theoretical approach of
student’s stress issue. This article provides an overview of the literature
regarding the definition of stress, the sources of student’s stress, and a
summary of the main academic stress. This theoretical article also highlights
and explains the importance of the studies undertaken in this area with the
aim of obtaining a better knowledge of the sources of stress among students
and the strategies to counter-attack it. This paper explains some theoretical
models that analyze stress in terms of resources conservation and recovery of
the individual. It presents some of the main instruments that are used to
measure the degree of student’s stress. Also, this paper studies the issue of
stress in the context of academic performance. The novelty that this article
brings consists of the emphasis on the importance of increasing the focus of
the study of student’s stress on the students in our country (Albania). Hence,
this is a starting point for developing policies and coping strategies to reduce
stress on students. Also, this is in a view of increasing student’s performance
and their academic achievements. This type of approach has many benefits,
especially in research, with the possibility of finding new ways to explain
these psychological issues. However, | discover this theoretical approach to
be useful, by combining the resources on stress from foreign literatures and
literatures in our country, Albania.

Keywords: Student’s stress, sources of stress, academic performance

Introduction

Complete and convincing data from various studies show that high
levels of stress among students can affect their memory, concentration, and
their ability to solve problems thus reducing their learning abilities and their
academic performance (Al-Kandari & Vidal, 2007; Dixon & Robinson
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Kurpius, 2008; Dyson & Renk, 2006; Misra, McKean, West, & Russo, 2000;
Wells, 2007).

Consequently, numerous quantitative research which are mainly
focused on students who are enrolled full time, or who are living in
dormitories or not, shows that stress takes a significant part of a student’s life
(Pascarella & Terenzini, 1991, 2005; Robotham & Julian, 2006). Thus,
studies show an increase in stress for students, especially in recent years.
This growth is associated with a decrease in the student’s progress; thus,
women are the ones who experiences higher levels of stress (Akgun, 2004;
Dixon & Robinson Kurpius, 2008; Gadzella, 1994b; Gadzella & Carvalho,
2006).

Moreover, higher education is one of the main factors that enable
individuals to become successful in obtaining a profession in order to face
the different challenges of life. College life can be challenging and difficult
for a new student. However, it requires a higher degree of student initiative,
determination, and self-monitoring. A huge amount of research has
attempted to identify important factors of student’s success by assessing the
relations among many psychological and academic variables. Few studies
have used different methods to propose and test models that can be used to
understand the relations among factors that influence student’s academic
success (Momanyi, Ogoma, Misigo, 2010; Peterson, Milstein, Chen &
Nakazawa, 2011). Furthermore, an important part of the mission statement of
most universities is the education of students to prepare them for a lifelong
learning. According to Mbathia (2005), education supplies people with
specific skills and enables them to perform their tasks effectively. Therefore,
the better the performance of an individual, the more competitive and
rewarded the individual will be. Nevertheless, many factors have an impact
on student’s academic performance. Owiti (2001) describes that attitude
leads to achievement and abilities are needed for successful performance. In
addition, Bandura (1997) confirmed that intellectual capability and
motivation are significant factors on academic performance.

Theoretical Approaches to Stress

Consequently, stress is a major theme in the literature used in social
sciences, behavioral studies, and those who focus on the study of life.
Acording to Cohen, S, Karmack, T & Mermelstein, R. (1983), stress is
defined as a process in which demands that comes from the environment or
threaten the adaptive abilities of the individual organism, derive
psychological and biological changes, which may cause the individual to be
infected with various diseases. Stress is defined as a special relationship
between the person and the environment being evaluated by the individual
due to lack or excess of his/her inputs, which endangers his/her welfare
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(Lazarus & Folkman, 1984). Hans Seley (1974, 1976) and the coping model
(Lazarus & Folkman, 1984), focus on the interaction between people and
their external environment and defined stress as an imbalance between
requirments, external sources, and the individual. However, stress is present
when the pressure exceeds the perceived ability to confront it.

The notion of “stress” has entered the current language along with the
studies of the famous biochemist Hans Selye. The idea of “stress” has
bothered Hans Selye in his entire life. However, this famous scientist
dedicated his life to study “stress” which brought about a revolutionary
concept in the field of medicine and humanities. Selye’s work (1976) on
general adaptation syndrome (GAS) is considered nowadays as a highly
important research made on stress description.

Hans Selye (1976) reminds us that there can be two different
reactions to stress: a positive reaction and a negative reaction. Therefore, a
particular level of stress is necessary to help being more motivated. This kind
of stress is called Eustress. Subsequently, the genesis of the thought of
studding stress in the context of medicine and biology represented by Selye
(1976), consisted of the use of the term “Eustress” referring to curative stress
and the term “distress” referring to unpleasant situations that produce stress.

Furthermore, the study of Lazarus & Cohen (1999) and Lazarus
(1966: 25) on psychological stress and enduring process began to shift the
focus from stress to endurance. Without doubt, the most influential
theoretical perspectives about psychological stress and endurance were
directed by Lazarus and his colleagues (Lazarus, 1966; Lazarus & Folkman,
1984; Lazarus & Launier, 1978). This perspective explicitly grew from the
need to understand individual differences that characterize an individual in
stressful situations to the way they handle these situations (Lazarus &
Folkman, 1984). Therefore, stress is regarded as an incentive, as a response,
and as a process (Baum, 1990; Cooper, deWe & O'Driscoll, 2001; Lazarus &
Cohen, 1999).

Seeing it as a stimulus, stress is focused on environmental factors that
threaten our internal balance. In addition, seeing it as a response, it refers to
the way someone reacts to a particular stressed situation. Stress as a process
involves a series of interactions and adaptation of the individual with the
environment where he lives. It is considered as a transition, which means an
exchange between the resources that an individual possesses and the
demands that comes from the environment.

Sources of Student’s Stress

University students are subject to several types of stressors, mainly
related to the entrance into a new developmental stage, i.e. young adulthood
(e.g., Pillow, Lovett, & Hill, 2008). At this stage according to Erikson
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(1968), young adults are faced with issues such as intimate relationships,
choice of a career, moving away from home, getting a first job etc.
Therefore, the transition from high school to college or university is often
accompanied by efforts to cope with the high stress levels in adaptive or
maladaptive ways (e.g., alcohol drugs) (Millstein & Halpern-Felsher, 2002;
Webb, Bray, Getz, & Adams, 2002; Young, Morales, McCabe, Boyd, &
D’Arcy, 2005).

Furthermore, studies have demonstrated that stress is noticed not only
in major life events (e.g., beginning of studies at the university, starting a
new job etc.), but also, daily hassles (e.g., time pressure, arguments with
colleagues etc.) are important stressors among university students (Goff,
2009; Le May, 2011; Ong & Cheong, 2009; Ross et al., 1999).

Numerous studies (Lindsey, Lionit, Hendricks, Butler, 2011;
Matheny, Ashby & Cupp, 2005; Misra, McKean, West & Russo, 2000;
Ukeh, Aloh & Kwahar, 2011) have ranked in the category of academic
stress. Hence, this includes overload through tests, exams, challenging
courses, the different educational system, and the making of decisions about
future career plans. In addition, difficult courses are referred to as demanding
programs. In these programs, students are unable to understand and apply the
concepts they have learned; and are unable to obtain good grades. Students
were also under constant pressure between the self-imposed expectations for
higher grades and lower results than they expected.

Several efforts have been made to identify the types of stress most
often experienced by college and university students (Abouserie, 1994; Dill
& Henley, 1998; Edwards, Hershberger, Russell, & Markert, 2001; Hudd,
2000; Pengilly & Dowd, 2000; Ross, Niebling, & Heckert, 1999). However,
factors that stresses students should be evaluated and identified continuously
and competently, to explore the patterns of the stress at students referring to
the social trends and cultural norms of the country. Stress is a part of
students’ existence and can impact how students cope with the demands of
college life. Unfortunately, very few studies on stress in general and the
student’s stress in particular have been taken so far in our country. This
raises the urgent need to develop studies in this direction in order to
recognize the sources of stress specifically in Albanian students and to
design programs for the management of stress. Thus, the application of these
programs in practice will lead to a higher student academic performance.

Stress Impact on Student Academic Performance

Stress is the foremost impediment to academic performance. Thus, it
outranks the other top 10 impediments to learning which include cold, flu,
sore throat, sleeping difficulties, concern for a troubled friend or family
member, and relationship difficulties (Abid, H. C. 2006).
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However, research as shown that there is a relationship between
stressful life events and poor health-related quality of life among college
students. In the spring of 2003, the NCHA showed that respondents
identified stress as the highest impediment to academic performance for the
past school year. Thus, this can be attributed to many of the emotional and
physical symptoms common in the college population, such as fatigue,
hypertension, headaches, depression, anxiety, and the inability to cope with
stress. Furthermore, excessive stress reduces work effectiveness, contributes
to bad habits, and results in negative long term consequences including
addictions, crime, absenteeism, poor academic performance, school dropout,
professional burnout, and ultimately, career failure (Kuhn, 2005).

Academic performance is the only indicator of the quality of time
that a student spends in college. Over the years, academic performance at
different levels of study is measured by the results of their exams (Kyoshaba,
2009). Various studies have highlighted the fact that good average grades
always serves as an important indicator to open a new window in life for a
better job opportunity, better pay, and more educational attainment (Ang &
Huan, 2006). In addition, college students experience higher stress in
predictable time each semester due to academic commitments, financial
pressures, and management capabilities due to lack of time. When stress is
perceived in a negative way or becomes excessive, it can affect the student‘s
academic performance and state of health (Campbell & Svenson, 1992).

Students also face emotional problems, physical, and family issues,
that may affect their learning ability and their academic performance.
Excessive stress can cause mental and physical health problems, can reduce
self-esteem, and can affect students' academic achievements.

Several studies examine academic performance in the general
population of students at the university using their average grades to measure
their academic performance (Mani V., 2010; McKenzie, K & Schweitzer R.,
2001; McNabb, R, Pal, S & Sloane P., 2002).

In general, stress regarding university has been revealed to be
connected in reverse to student’s academic performance at their first year in
particular (Krause, K, Hartley, R, James, R & Mclnnes, C. 2005).

Furthermore, reducing stress is a goal for many persons. This is
because stress can either hinder or motivate one’s performance. The
direction of its effect depends on the perception of the individual. When
stress is perceived negatively or becomes excessive, it may become linked to
physical and mental illness. The process of university education evaluates
the student constantly and causes a revaluation of their self-image. However,
as the session progresses, stress rises with every paper and examination.
Stress can affect both health and academic performance. Among other health
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risks, it may result in increased blood pressure, a stress-related condition
leading to an elevated risk of disease (Talib, N & Zia-ur-Rehman, M. 2012).

Conclusion

The aim of this paper was to establish a theoretical approach of the
student’s stress issue and to provide an overview of the literature regarding
the definition of stress and the sources of student’s stress. It summarizes the
main specific academic stress. Till this present-day, stress remains a topic
which requires more attention. However, some studies underlines that the
lack of satisfaction and fulfillment leads to increased distress (Vasile &
Albu, 2011). Consequently, the sources of student’s stress that comes from
literature can serve as a starting point for conducting important studies
focusing on the stress of Albanian students, specifically analyzing what is
stressing them. Likewise, the presentation of data coming from different
studies on the impact of stress on academic performance, serves as a greater
awareness of the leading actors of higher education in the development of
programs to manage stress in students with the main purpose of improving
student’s academic performance. Through this knowledge and by spreading
this information about stress, we can contribute to a healthier and balanced
society.
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Abstract:

Mathematical literacy in Portugal is very unsatisfactory in what
concerns international standards. Even more disturbingly, the Azores
archipelago ranks as one of the worst regions of Portugal in this respect. We
reason that the popularisation of Mathematics through interactive exhibitions
and activities can contribute actively to disseminate mathematical
knowledge, increase awareness of the importance of Mathematics in today’s
world and change its negative perception by the majority of the citizens.
Although a significant investment has been undertaken by the local regional
government in creating several science centres for the popularisation of
Science, there is no centre for the popularisation of Mathematics. We present
our first steps towards bringing Mathematics to unconventional settings by
means of hands-on activities. We describe in some detail three activities.
One activity has to do with applying trigonometry to measure distances in
Astronomy, which can also be applied to Earth objects. Another activity
concerns the presence of numerical patterns in the Azorean flora.  The third
activity explores geometrical patterns in the Azorean cultural heritage. It is
our understanding that the implementation of these and other easy-to-follow
and challenging activities will contribute to the awareness of the importance
and beauty of Mathematics.

Keywords: Recreational Mathematics, Interdisciplinarity, Astronomy,
Biology, Cultural heritage
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Introduction

Mathematics is present in our daily life, even in the lives of those
suffering from math-related phobias. However, too many people are unaware
of this, which may be both a consequence and a cause of a poor
mathematical literacy. Therefore, it is crucial to raise public interest towards
Mathematics. We suggest that this goal can be achieved partly through an
investment in the popularization of Mathematics so that a broad cross-section
of the public can have contact with mathematical ideas and concepts and
realise that Mathematics is present in our daily life.

The results obtained by the Portuguese students, and particularly the
Azorean students, in Mathematics are unsatisfactory (Mullis et al., 2012;
OECD, 2014; Soares, 2015). These results are a reflection of the
mathematical illiteracy and of the little importance the society as a whole
gives to Mathematics. Too often there is a vicious cycle in which parents pay
little attention to their children lack of success because they had a similar
experience as students. The changes, therefore, must occur across the
society.

Flewelling and Higginson (2001) suggest that students can overcome
math anxiety and find learning mathematics to be a rewarding and successful
experience when teachers change the typical classroom culture by having
students experience rich learning tasks. Also, in How the Brain Learns
Mathematics, Sousa (2008) argues “Information is most likely to get stored if
it makes sense and has meaning”. Thus, we contend that activities related
with popularization of Mathematics can also contribute to the mathematical
education of students.

Here, we present very preliminary ideas of how popularization of
Mathematics can be achieved in the Azores.

Popularization of Science and Mathematics

The popularization of Mathematics has a very long history and we
shall only mention a few important contributions. The very famous
mathematician David Hilbert gave popular lectures in 1921 for students
returning to the university after the war and continued the series through the
1920’s (Reid, 1970). Lucas’ Tower of Hanoi game is an example with a
much broader impact (Hinz, 1989). Many other examples throughout history
can be given. A particularly relevant example is the work of a lifetime of
Martin Gardner. Gardner wrote the famous “Mathematical Games and
Recreations” column for Scientific American magazine for more than 25
years. This work has inspired hundreds of readers to delve more deeply into
the large world of Mathematics.

Even though popularization has a long tradition, it is a relatively
recent topic that motivated the fifth international study of the International
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Commission on Mathematical Instruction (Howson & Kahane, 1990), and
had seen important developments after the World Mathematical Year 2000.

Worldwide there are hundreds of science museums and science
centres that provide interactive exhibitions, in many different fields of
Science. A visit to these centres does not replace the formal instruction in
school, but it can be extremely inspiring and engage a child or an adult in the
process of discovery. Until recently there was a lack of evidence supporting
the general view that these visits play an important role in promoting the
science learning of the public. The International Science Centre Impact
Study, a consortium of 17 science centres in 13 countries (including
Portugal) addressed this question and its results strongly support the
contention that individuals who used science centres were significantly more
likely to be science and technology literate and engaged citizens (Falk et al.,
2014).

Unfortunately, there are very few museums or centres dedicated to
the popularization of Mathematics. There are a few exceptions, like
Mathematikum, in Giefen (Germany), or the recent MoMath, in New York
(USA). Some large science museums have permanent or regular mathematics
exhibitions, like the Cité de Sciences et L'industries, in Paris (France), the
Pavilhdo do Conhecimento, in Lisbon (Portugal), or the announced new
mathematics gallery in the London Science museum (UK), due to open in
2016. Popularization of Mathematics, like the popularization of Science, is in
the razor’s edge: the difficult balance between the rigorous language of
Mathematics and the need to make the message accessible to a large
audience.

Popularization of Science and Mathematics in Portugal

In the last two decades there has been a boom of science centres in
Portugal . Also, the involvement of scientists and academics in activities
dedicated to the popularization of Science is now extremely common (e.g.
Russo & Christensen, 2010). Yet, there is still no museum or centre
specifically dedicated to Mathematics. Also, it is relevant to notice that in
1185 science news published in one of the most respected national
newspapers, Puablico, in the year 2005, Mathematics was the area of
knowledge least present, in 23" place with only 11 articles (Mouro, 2007).

Fortunately, things appear to be slowly improving. The Ludus
Association, created less than a decade ago, has given a seminal contribution
to the popularization of Mathematics in Portugal. This association aims the
promotion and dissemination of Mathematics, particularly Recreational
Mathematics and Abstract Games in its various forms, such as educational,

B3 Ciéncia Viva Centres Network’s website: http://www.cienciaviva.pt/centroscv/rede.
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cultural, historical and competitive. Another important example is the
Atractor Association (Arala Chaves, 2006). The television series Isto €
Matematica, that consisted in short episodes dedicated to the popularization
of Mathematics, promoted by the Portuguese Mathematical Society,
achieved a considerable success in recent years. For other examples, see Eird
et al. (2012).

This important work of the last years must be adapted and reproduced
to reach the different parts of the country and the widest possible audience in
a regular and consistent way, so that there is a positive change in the society
towards Mathematics.

Popularization of Science and Mathematics in the Azores

Presently, the Azores archipelago has six science centres. Four of
these centres are located in the main island of S. Miguel and are dedicated to
Astronomy, Geoscience and Volcanology, Microorganisms, and to the
Natural Sciences and Technology. The others are located in the islands of
Terceira and Faial and are dedicated to the Environment and Climate, and to
Marine Life, respectively. The other six islands, although only representing
15% of the population, have no centre or museum dedicated to Science.
Again, there is no centre or museum dedicated to the popularization of
Mathematics in the archipelago, nor there are plans in this direction.

Although there is no centre for promoting Mathematics in the Azores,
in the recent past there have been several initiatives dedicated to this purpose
organised by the Department of Mathematics of the University of the Azores.
Some of the most relevant initiatives were two series of talks A walk through
science: Mathematics in or lives®* and Mathematics in the Afternoon —
Azores™. In 2013, in collaboration with the Ludus Association, this
department organised two international meetings: Board Game Studies
Colloquium XVI*® and Recreational Mathematics Colloquium 1117, Also,
there have been frequent presences in the local television and articles in the
local newspapers aiming to promote Mathematics™.

Before considering how to develop further the popularization of
Mathematics in the region, let us first mention one particular difficulty the
Azorean science centres face in trying to achieve their goals successfully. If
a school or a family want to learn about Astronomy or Volcanism and they
do not live in S. Miguel Island they cannot realistically have access to the
science centres created for these purposes — the geography and the cost of

14 See http://www.ciencia.uac.pt.

1> See http://www.tmacores.uac.pt.

16 See http://ludicum.org/ev/bgs/13.

17 See http://ludicum.org/ev/irm/13.

18 See http://sites.uac.pt/rteixeira/divulgacao.
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traveling are very real obstacles. It is true that the astronomy centre, OASA,
does occasionally visit schools in other islands with their portable
planetarium and telescopes, and this somewhat minimizes the problem, but
this is not the case for the other science centres. What this implies is that the
creation of another centre, in this case for the popularization of Mathematics,
is probably not the best option as our goal is to reach most of the population.
Also, the economic difficulties the country and the region are presently
facing also contribute to make this option unviable. We therefore propose to
popularize Mathematics based on the following ideas:
" Conceive and build interactive activities and portable exhibitions;
. Present some of these activities in a “mathematical corner” in the
different science centres. If possible, some of the activities should be related
with Mathematics that is relevant to the particular area of knowledge of that
centre. Those islands that do not have a science centre could receive these
activities in a local public library, museum or school;
" Develop contents that reach a large audience, which is not limited to
schools and to those that visit museums, science centres and other
institutions alike. One possibility is to present mathematical concepts and
ideas in guided tours around towns (see Sections 4 and 5). Another
possibility is to offer games and activities, where Mathematics is actively
present, in local fairs or festivities.

Next, we present some activities to be implemented in this context.

Exploring methods to measure distances

One of the most important problems in Astronomy is the
measurement of distances to other celestial bodies. This question arises in
determining the distance to the Sun or the Moon but also in determining the
distance to a nearby star or a very distant galaxy. There are many different
methods in Astronomy to measure distances and, in general, each method is
limited to a particular range of distances, originating the concept of a cosmic
distance ladder: one method can be used to measure nearby distances, a
second can be used to measure nearby to intermediate distances, and so on.
At the base of this ladder is the method of parallax that gives a direct
distance measurement to nearby stars.

The method of parallax is based on simple trigonometry and, because
it can also be used to determine terrestrial distances, we propose an activity
to experimentally determine distances, which perhaps could be implemented
in the OASA centre for Astronomy. This aims to illustrate concepts of high
school mathematics in real life problems and also contribute to a better
understanding of this important method in Astronomy.

The different steps required to implement this activity can be
summarized as:
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. One starts by understanding the parallax concept by closing one eye
and moving one’s head until obtaining an alignment of two objects at
different distances. After switching the closed eye with the open eye, one
observes the effect of parallax — the two objects are no longer aligned.

. One observes that to detect this effect the closer object cannot be too
distant — for very distant objects the distance between our eyes is not enough
for the parallax to be noticeable.

" One finds a target object for which one wants to measure the
distance, call it D, like a tree or a cross in a church. One must make sure
there are other objects in the background at a much larger distance.

. One observes the target object from some place A so that the object is
aligned with a background object referred as X. One moves in a
perpendicular direction to the object a sufficient distance so that the object is
now aligned with another background object Y and refer to this place as B
(cf. Figure 1).

Figure 1: A schematic representation of how to use parallax to measure distances.

" With an appropriate device, to be described ahead, one measures the
angle between the direction B to Y and B to X and denote it by a. With a
tape measure the distance between A and B, call it d. Notice that this angle is
small and it gets smaller and harder to measure as the chosen target object is
further away.
" All the necessary information to determine the distance is now in
your hands! As the distance to the target object is much smaller than the
distance to the background objects we have tan o ~ tan § = d/D, or D ~ d cot
.
. After one or several measurements, the application of this method in
Astronomy becomes easier to explain and understand.

To measure the angle we propose a simple although not very rigorous
method using a protractor (obviously if a theodolite is available it can be
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used with much better results). An image of a protractor can be printed and
glued on cardboard or templex and the angles can be marked on this surface
using pins.

Exploring numerical patterns in the Azorean flora

The cultivation of pineapple (Ananas comosus, Cayenne variety) is a
tradition on the island of S. Miguel. Originating in South America,
pineapples reached the Azores in mid-nineteenth century. Initially no more
than an ornamental plant, it became an industry after some years. With time,
and due to their unique aroma and flavour, pineapples ended up being an
emblematic product of the Azores.

There are also other ways of looking at pineapples and these are
connected with an interesting mathematical pattern. To better understand the
connection between pineapples and Mathematics, let us call to mind
Leonardo of Pisa (circa 1170-1240). Known as Fibonacci, Leonardo of Pisa
was an important medieval mathematician. In 1202, Fibonacci wrote a treaty
called Liber Abaci. One of the chapters dwelled on problem solving; there,
Fibonacci presented the problem: “A man placed a pair of rabbits, male and
female, in a place with walls all around. How many pairs can be bred in one
year, bearing in mind that, every month, each pair generates another one,
which from the second month becomes productive?”

Let’s try and solve this problem. In order to do that, we need to
analyse what happens at the beginning of each month. Let’s start with a pair
of newborn rabbits. In the second month, this pair becomes adult, so in the
following month they give birth to the first pair of rabbits. Thus, in the third
month there are already two pairs. In the fourth month, the initial pair gives
birth to another pair, while the first pair becomes adult. On the whole, there
are three pairs of rabbits. In the fifth month, both the initial pair and their
first offspring, now adults, have new descendants. If to these we add the pair
of bunnies from the previous month, there is a total of five pairs of rabbits. If
one carries on with the problem, the numbers obtained shall be 1, 1, 2, 3, 5,
8, 13, 21, ... The series of numbers obtained is known as the Fibonacci
sequence and obeys to a most interesting pattern: each number is the result of
the addition of the two previous ones (for example, 8=5+3 and 13=8+5).

But what is the connection between these numbers and pineapples? If
we really look at a pineapple, we notice that the diamond-shaped markings
that make up its skin (called bracts) are organized in spirals (cf. Figure 2). A
closer look allows us to conclude that there are two families of parallel
spirals, some whirling to the right and others to the left. What is astonishing
is that if we count the total number of spirals of each family, we always get
the same numbers: 8 and 13! What an amazing mathematical pattern! In the
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hustle and bustle of every day life we sometimes do not realise that Nature is
full of numerical patterns, and pineapples are no exception.
.:‘-‘ ' \ - ‘
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Figure 2: The numerical patterns of the Azorean pineapple.

There are many other captivating ways of exploring the Fibonacci
sequence. Next, we propose exploring this sequence in an itinerary on the
island of Faial.

Stop One: the Capelo Park. The Natural Forest Reserve of the
Capelo Park has an area of 96 hectares and a significant diversity of endemic
plants. The Maritime Pine (Pinus pinaster) can also be found there. Given
the abundance in pines, it is quite easy to find pine cones.

Figures 3A and 3B show a common pine cone photographed from the
base up, with the connecting stem in the middle. A closer look reveals that
there are two sets of spirals: one whirls to the left (counter-clockwise) and
the other to the right (clockwise). One of the sets has 8 spirals and the other
has 13, two consecutive Fibonacci numbers.

Stop Two: the Seaside Avenue of Horta. It is possible to find
several palm trees in the green areas of the avenue, namely Canary Island
Date Palms (Phoenix canariensis).

In Figure 3C we can see the trunk of one of these palm trees. Again
we can find two families of spirals: one whirling to the left, the other to the
right. In the image only one spiral of each family is identified. The spirals
that whirl clockwise had a steeper climb than the others (looking at the photo
we can see that those spirals do not whirl around the trunk completely,
though the counter-clockwise spirals whirl around more than twice). If we
count the number of spirals in each family, we come up again with the
numbers 8 and 13!
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Figure 3: The numerical patterns of a pine cone and of a palm tree.

But why can we frequently find Fibonacci numbers in plants?
The answer lies in the way they grow. If we look at the tip of an offshoot, we
can see little bumps, called primordia, from which all the plants
characteristics are going to evolve. The general disposition of the leaves and
petals is defined right at the beginning, when the primordia are being formed.
Thus, we just have to study the way the primordia appear (Stewart, 1995).

What we can observe is that the consecutive primordia are distributed
along a spiral, called the generating spiral. The significant quantitative
characteristic is the existence of a single angle between the consecutive
primordia that are, thus, equally spaced along the generating spiral. The
angle’s amplitude, called the golden angle, generally has 137.5 degrees. In
the nineties of the twentieth century, Stephane Douady and Yves Couder
identified a possible physical cause for this phenomenon (Douady & Couder,
1992). The physical systems evolve normally to states that minimise energy.
What the experience by the two physicists suggests is that the golden angle
that characterises plants growth represents simply a minimum energy state
for a sprout system mutually repelled.

But what connection is there between the golden angle and
Fibonacci’s sequence? If we take pairs of consecutive numbers of the
sequence and divide each number by the previous one, we get 1/1=1; 2/1=2;
3/2=1.5; 5/3=1.666...; 8/5=1.6; 13/8=1.625; 21/13=1.615...; 34/21=1.619...
As we continue with this calculation, the results approach a specific value,
sometimes by default, others by excess. This value is a non-periodic infinite
tithe, approximately equal to 1.618, represented by the Greek letter phi (®)
and also known as the golden number. By dividing 360 degrees by phi we
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get an angle of approximately 222.5 degrees. Since this is a value higher than
180 degrees, we should consider the corresponding convex angle and, then,
subtract from 360 degrees the value obtained. The result is 137.5 degrees!

In 1907 the mathematician Iterson proved that by joining
consecutively a set of dots separated by 136.5 degrees along a generating
spiral, it is possible to identify two families of spirals, some whirling
clockwise, others counter-clockwise. In the overwhelming majority of the
times, the total number of spirals in each family is a Fibonacci number
(Livio, 2012). Even more, the values are two consecutive Fibonacci
numbers, this is so because the ratio between these numbers is close to the
golden number.

Stop Three: Faial’s Botanical Garden. The Botanical Garden
covers an area of 8000 square meters and plays an important scientific and
educational role, mainly due to its considerable plant collection, mostly
endemic.

The growth of the stem and the branches of a plant produces leaves
with a regular spacing between them. Yet, the leaves do not overlap when
growing, for that would deprive the bottom ones from the sun light and
humidity needed. Hence the reason the leaves tend to grow in positions that
allow them to get both sun and rain. Many times, the leaves disposition is
characterised by a spiral growth, which allows this type of optimising (cf.
Figure 4A). Phyllotaxis, from the Greek and meaning “arrangement of
leaves”, studies precisely the distribution patterns of the leaves along the
plants stem.

Let’s have a look at the leaf distribution of some of the plants of the
Botanical Garden. In the case of the Viburnum treleasei (Figure 4B), the
Hypericum foliosum, the Picconia azorica and the Veronica Dabneyi, the
leaves are in opposite pairs. Since the pairs of leaves present themselves in
alternate 90 degrees angles (perpendicular planes), this is called decussate.
And although 2 is a Fibonacci number, there is more to it.

Many of the plants at the Botanical Garden have alternate spiral
leaves, and the distribution of this kind of leaves along the stem presents an
interesting and easy way to spot the pattern (cf. Figure 4A). In order to do
that, we should choose as reference a leaf located in the lower part of the
stem or of a branch (marked by an X in the figure). Then we should count
the following leaves until we reach a leaf with the same orientation as the
reference leaf. We should also count the number of whirls around the stem
resulting from the plant’s growth. In the vast majority of times, the two
values are alternate Fibonacci numbers (which means that there is one single
Fibonacci number between them). In the example shown in Figure 4A, the
values are 8 (the number of leaves) and 3 (the number of whirls). Remember
that 3 and 8 are alternate Fibonacci numbers, for they have 5 in between
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them in the Fibonacci sequence. By knowing this, we also know the angle
that separates two consecutive leaves. In this case, the angle is 3/8 of a
complete whirl, that is, 3/8x360=135 degrees (an approximate value of the
golden angle: 137.5 degrees). Then we can say the plant has a phillotactic
fraction of 3/8, a value that characterises the angular separation of two
consecutive leaves along the stem

Figure 4: Examples of numerlcal patterns that can be found in Azorean flora.

Considering some examples together with their phyllotactic fractions,
we have: Prunus azorica (Figure 4C), Semele androgyna and Holcus rigidus
(1/2); llex perado, Rumex azoricus, Frangula azorica (Figure 4D) and the
flower stems of Azorina vidalii (2/5); Pericallis malvifolia, Myrica faya,
Laurus azorica, Myrsine retusa and Vaccinium cylindraceum (3/8);
Euphorbia azorica, Solidago sempervirens and Persea indica (5/13).

Besides these, there are other interesting patterns: the 5 flower stems
of the Euphorbia azorica based on a 5 leaf set (Figure 4E); the flowers of the
Ranunculus cortusifolius, Pericallis malvifolia, Viburnum treleasei, Myosotis
azorica, Daucus carota, Rubus hochstetterorum, Angelica lignescens,
Lysimachia azorica and Spergularia azorica all have 5 petals. Thus, one can
conclude that many of the flowers of endemic plants of the Azores have 5
petals.

An interesting challenge would be to visit the Botanical garden and
observe these properties in loco. Another possibility would be to find the
phyllotactic fractions of other plants present in our daily lives.

Exploring geometrical patterns in the Azorean cultural heritage

The relationship between Mathematics and Art has deep roots in
many cultures (Washburn & Crowe, 1988). Ornamental patterns, namely
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those existing in Azorean sidewalks and traditional crafts, can be studied
from a mathematical point of view. The mathematical classification is based
on the concept of symmetry, a unifying principle that involves regularity,
equality, order and repetition, some important aspects of structure and form
in Art. Mathematicians apply the Theory of Groups to study the ways that a
motif repeats and the manner in which one part of a pattern relates to the
others.

The possibilities turn out to be quite limited: there are only four types
of symmetries (reflections, translations, rotations and glide reflections). We
can systematically identify all symmetries of a given plane figure, and so
establish a classification for that figure. There are three types of figures:
rosettes (figures with rotational symmetries and, in some cases, mirror
symmetries), frieze patterns (figures with translational symmetries in one
direction), and wallpaper patterns (figures with translation symmetries in
more than one direction, which leads to the paving of the whole plane). Quite
surprisingly, there are exactly seven types of frieze patterns and seventeen
types of wallpaper patterns. Although there are infinitely many types of
rosettes, their symmetry is simple and quite easy to understand. For more
details, see Martin (1982) or Teixeira (2015).

The sidewalks and squares paved in Portuguese Pavement are one of
the most characteristic aspects of the heritage of many Portuguese towns. In
the Azores, artistic paving dates from mid-twentieth-century. It is present in
sidewalks, squares and private atriums and gardens, bearing different artistic
patterns where the black basalt contrasts with the white limestone.

Figure 5A shows a rosette from Campo de S. Francisco, in S. Miguel.
We immediately find rotational symmetries: if we rotate the figure around its
center by a given amplitude, the figure obtained totally overlaps the initial
figure. The amplitude to be used depends on the number of the motif’s
repetitions. In this case, we have 8 repetitions, for which the rotation angle
should have an amplitude of 360/8=45 degrees (or any of its multiples) as to
obtain a symmetry of that figure. We can also find mirror symmetries (a total
of 8 axes of symmetry that pass through the rotation center; 4 of them cut in
half opposite petals and the remaining 4 separate consecutive petals).

In Figures 5B to 5D, it is shown three examples of friezes from
Horta, in Faial island. One should bear in mind that all friezes have a
common property: the translational symmetries in one direction, which
implies precisely the repetition of a motif along a strip. The frieze of Figure
5B also has vertical reflection symmetries. On the other hand, the friezes of
Figures 5C and 5D share one common property: the half-turn symmetries. If
one imagines each of these upside down, the result is that the configuration
does not change. Besides the translational and half-turn symmetries, the first
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does not possess other symmetries; the second has horizontal and vertical
reflection symmetries.

Figure 5: Examples of geometncal patterns that can be found in Azorean S|dewalks

Weaving is one of the first and oldest traditional industries of the
archipelago of the Azores. The art of weaving, using wool, linen or cotton,
demands accuracy, time and perseverance. But the beautiful works are a
living proof of all the craft and art of the Azorean weavers®®. We shall now
analyse the symmetries found in some works created by Joana Dias, an
artisan from Santa Maria island. We begin by presenting the friezes printed
in two bookmarks, both inspired by motifs that can be found in many
traditional skirts of the Azorean culture (cf Figures 6A and 6B).
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Figure 6: Some geometrical patterns that we can find in weaving works.

In the first, it is possible to identify translational symmetries in one
direction and vertical reflections. In the second, we have the following types
of symmetries: translational symmetries in one direction, half-turn
symmetries (360/2 = 180 degrees rotations; if we imagine the strip upside
down, its configuration is not altered); vertical reflections (the axes of
symmetry are perpendicular to the frieze); and glide reflections (following
the same direction as the frieze, these symmetries produce an effect similar
to our footprints when walking barefoot on the sand). In Figure 6C, we have
a 2-dimensional pattern (a wallpaper), with translational symmetries in more
than one direction, half-turn symmetries, vertical reflections and horizontal
glide reflections.

9 The Regional Centre for Handicrafts’s website: http://www.artesanato.azores.gov.pt.
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This theme can be pursued by using symmetry itineraries for the
pavements or by visiting local arts & crafts centres?.

Another idea would be to implement an exhibition at a Science centre
in which, for example, the photo of a frieze (from a pavement or a
handcrafted object) would challenge visitors to go on an exploratory journey:
each station would present a question, and the answer would lead to another
station and another question, and so on; by answering correctly, the visitors
in the end would be able to characterize the symmetries of the frieze and to
classify it.

Conclusion

Mathematical literacy is important not only to produce better
scientists and engineers but also to form better citizens — Mathematics is
more than a body of knowledge, it is a way of thinking. There is an urgent
need to change the perception of the relevance of Mathematics in the
Azorean society. The purpose of popularization is to raise awareness, not just
to educate, and the criterion of success is not only an increase of knowledge,
but also a change of attitude (Howson and Kahane, 1990).

In this work we describe our initial efforts to develop interactive
activities that can transmit the relevance and beauty of mathematical
concepts and also their importance in science and in everyday life. Here we
present in some detail two activities related with geometrical and numerical
patterns in things that surround us and one activity addressing the use of
trigonometry in Astronomy. These connections of Mathematics with
Astronomy, Nature and Art can promote the awareness of Mathematics
among young people and the general public.

Although the activities proposed here are almost cost-free, there will
be other ones addressing other mathematical ideas that will inevitably be
more elaborate and require substantial financial resources. Our plans are to
first test and implement low cost activities and, after that, obtain financial
support to develop more ambitious interactive exhibitions.
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Abstract

This paper tries to understand — throughout a comparative social,
historical and political analysis — if there is any continuity in the modus
operandi of intellectuals in contemporary public arena. Thus, the main
purpose of this paper is to identify, if the European public intellectual of the
21% century has recovered his/her active role and legitimacy in the public
domain such as the one he/she already experienced in the mid-sixties and
seventies. Having in mind the contradictory discourses around the role and
representation of the intellectual, it seems, nevertheless, crucial to keep hold
of E. Said’s argument about intellectuals as “representative figures” (E. Said,
1993), who through responsible action, creativity, courage (B. Misztal, 2007)
and an “avantgardistic instinct for relevance’s” (Habermas, 2009) should be
endorsed with the values of a free and deliberative democracy. In a nutshell,
this paper enables us to understand that the resurgence of critical intervention
and political engagement of civic-minded intellectuals in the public arena has
been contributing to a greater vitality and re-politicization of European
public sphere.

Keywords: European Intellectuals, Public Sphere, Resistance, Social
movements.

This paper about “European Public Intellectuals and Social
Movements” tries to understand — throughout a comparative social, historical
and political analysis — if there is any continuity in the modus operandi of
intellectuals in contemporary public arena. Thus, the main purpose of this
paper is to identify, if the European public intellectual of the 21% century has
recovered his/her active role and legitimacy in the public domain such as the
one he/she already experienced in the mid-sixties and seventies.
Nevertheless, to establish a comparative analysis between public European
intellectuals and social movements it is helpful to revisit the contemporary
debate around of the transformation of the role of intellectuals.
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At a time, when some see intellectuals as an endangered species (eg.
Steve Fuller, 2004, T. Judt, 2008 and R. Posner, 2001), and others stress
their betrayal (J. Benda, 1927; Chomsky, 1969; Jacoby, 1987; Johnson, 1988
and Grass, 2000?), there is still who persist on their involvement in the
social and political spectrum. The discussion about the role of contemporary
public intellectuals has been highly controversial. While some defend a clear
rupture with the tradition of intellectuals from Zola to Sartre, others continue
to admit their commitment with universal values. Hence, while M. Foucault
replaces the traditional intellectual by the expert specialist, who engages in
and articulates the interest within his or her field of specialization (Misztal,
2007) - and Z. Bauman (1987) admits that as a result of the end of meta-
narratives and grand-ideologies (J-F. Lyotard, 1979) intellectuals have lost
their charismatic role as a public legislators and their role now “is [...] to
mediate the communication between ‘finite provinces’ of ‘communities of
meaning’”.?* E. Said (1993)%, on the other hand, while criticizing the
functionalist-bureaucratic** view of intellectuals as policy-makers, who
gravitate towards centers of power, asserts that they role “is essentially that
of [...] heightening consciousness, becoming aware of tensions,
complexities, and taking on oneself responsibility for one’s community.
[...]”. In other words, “they are the ones [...] who provoke difference and
change” (2001: 385-386). J. Habermas (1985) also regards the intellectual as
a politically engaged citizen, as “the medium and intensifier of a democratic

%! In a interview about the intellectual’s role with P. Bourdieu, G. Grass claims the different
connotation between a French and a German Intellectual: “In France, it seems to me, one
speaks always, without hesitation, of "the intellectuals,” but my experiences in Germany
have shown me that it's a mistake to believe that all intellectuals are on the left. You can find
proof to the contrary throughout the history of the twentieth century, the Nazi era included:
A man like Goebbels was an intellectual” (2000).

22 Compare Z. Bauman (1987: 197): “[...] the strategy of interpretation does differ form all
strategies of legislation in one fundamental way: it does abandon overtly, or put aside as
irrelevant to the task at hand, the assumption of the universality of truth, judgement or taste;
it refuses to differentiate between communities which produce meanings; it accepts those
communities’ ownership rights, and the ownership rights as the only formation the
communally grounded meanings may need. What remains for the intellectuals to do, is to
interpret such meanings for the benefit of those who are not of the community which stands
behind the meanings; to mediate the communication between ‘finite provinces’ or
‘communities of meaning’.”

% Compare A. Melzer: “The public intellectual [...] self-consciously rejects the
contemplative ideal of withdrawal and detachment, and is vitally concerned to ‘make a
difference’, ‘to take a stand’, to “help society’” (2003: 5)

# See Brym’s definition of the functionalist view of intellectuals, “who pointed to the
absorption of intellectuals by expanding government bureaucracies, university systems,
business corporations, broadcasting networks [...]” (Brym, 1980: 20)
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will” (1985:51) that contributes - along with his/her critical reasoning and
civic participation - to a pluralistic and deliberative public sphere.

Meanwhile, and more recently, the eruption of the global economic
crisis there has been a resurgence of European intellectual’s social and
political commitment. Together with other differentiated social groups of
activists, they are now challenging the status quo, i.e. the ‘permissive
consensus’, the social “(...) retreat into conformism” (Castoriadis, 1997, p.
36), the political deficit and scarce civil involvement (which puts in check
the accountability of the EU council) the excessive bureaucratic instruments
and the imperatives of the economic system. Their oppositional stance
against political power is, meanwhile, gaining a greater visibility in both
domestic and in the European public sphere. According to Justine Lacroix
and Kalypso Nicolaidis (2010: 17-18) in their recent book European Stories:
Intellectual Debates on Europe in National Contexts, “concepts such as
democracy, citizenship, or the republic as well as values, ethics, or norms are
now at the core of debates that inextricably link the ‘national’ and the
‘European.’”

Even though the idea of a European public sphere, of a sense of a
common identity is controversial, Europeans have - over the years — tried to
grow a shared cultural and political imaginary. The way the ‘Peoples of
Europe’ imagine their social existence is influenced by their, nevertheless
inconsistent and paradoxical, common historical past. Terror, horror and
crime, stresses G. Steiner (2005) are some of the expressions employed in
“Europe’s self-definition as a lieu de la mémoire”. He points out the
irrationality of a locus, where *“Goethe’s garden almost borders on
Buchenwald, where the house of Corneille abuts on the market-place in
which Joan of Arc was hideously done to death” (Steiner, 2004: 22).
Meanwhile, J. Derrida (2004: 410) upholds that the Europeans, while not
leaving the memories aside, must “[...] fight for what of Europe remains
irreplaceable for the world to come, for it to become more than a market or a
single currency, more than a neo-nationalist conglomerate, more than a new
armed force”.

Although there are various skeptical views on a EU and European
public sphere (Philip Schlesinger (1995), Peter Graf Kielmansegg, 1994;
Dieter Grimm, 1995), there are others who cultivate the idea of common
ground for public communication and intervention that transcends the level
of nation-state. Aligned with J. Habermas and J. Derrida, Outhwaite and K.
Eder assume that “[a] transnational public ... exists in Europe as a cross-
cutting of elite publics, citizens’ publics and popular publics, related to each
other by some supranational institutional environment...A European public
IS not a chimere but a thing that already turns up in critical times ... A
transnational public sphere ... is one which is no longer tied to a reified body
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of people such as the nation, but to a latent demos that can be there when
time requires it” (Eder cited in Outhwaite, 2009: 64).

During the last two decades, prominent European intellectuals: Z.
Bauman, P. Bourdieu, J. Derrida, U. Eco, A. Giddens, J. Habermas, S. Zizek
have explored this transnational public sphere, primarily through privileged
sites of resistance, for instance, through printed media®>: Le Monde?, The
Guardian, Die Zeit, among others, in order to create a European sense of
citizenry. One of the key moments of resistance towards the EU political
pragmatism occurred in May, 2003 when J. Habermas with the co-signature
of J. Derrida published an article entitled “February 15 or what binds
Europeans together: A plea for a common foreign policy, beginning in the
core of Europe” in the Frankfurter Allgemeine Zeitung against the US
invasion in Irag. These two politically active and responsible intellectuals (in
E. Said’s definition of a true intellectual’s role) were here “able to sift, to
judge, to criticize” (Said, 2003: 98-99)*" and influence the millions of
Europeans, who rallied (in London and Rome, Madrid and Barcelona, Berlin
and Paris) against the US invasion of Irag, while upholding the values of
freedom and justice. Yet, other civic-minded and engaged intellectuals such
as Umberto Eco (Italian), Adolf Muschg (Swiss), Gianni Vattimo (Italian),
Fernando Savater (Spanish) also endorsed in this resistance movement.

It is interesting to notice that public European intellectuals took once
again “the role of ‘democracy’s helpers’” (Misztal, 2007: 1). This “call to
resist”, call for a renewed EU public sphere, with critical, free and politically
reflexive individuals was certainly an example of a progressive and
enlightened European citizenship and a sign of a deliberative democracy.
The struggle towards the emergence of a European deliberative democracy,
i.e., a democracy that “focuses on social movements, and on the civil,
cultural, religious, artistic, and political associations of the unofficial public
sphere, as well” (Benhabib, 2002: 21) has certainly prompted a debate from

 See D. della Porta et al. research work’s results: “[...], we assume that the printed media
are one of the most important arenas of public claim-making, and that most actors will, at
one stage or another, try to make their views public.” (della Porta & Caiani, 2009: 30)

% According with a recent case study about “French Sociologist and the Public Space of the
Press” by Laurent Jeanpierre and Sébastien Mosbah-Natanson (2009:179; 185), Le Monde
journalists tend to favour sociology over economics and humanities. Sociology consider as a
counterweight to the “hegemony of economics as a mode for problematizing and
constructing public issues”

%" They shared in this article the following premises: “the determination of a European
political responsibilities beyond any Eurocentrism; the call for a renewed confirmation and
effective transformation of international law and its institutions, in particular the UN; a new
conception and a new praxis for the distribution of state authority, etc., according to the
spirit, if not the precise sense, that refers back to the Kantian tradition” (Habermas, Derrida,
2003: 1).
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below between the voices of EU civil society actors. Since 2002 activists
have, as well, come together in European Social Forums. Some persist that
the growing relevance of social movements®® in Europe is a consequence of
the encroaching capital-market liberalization. The Lisbon Treaty, for
instance, which dismantled the welfare state in the name of free competition,
and the current economic instability in Europe have stimulated new
transnational social movements that contest, challenge and call into question
the dominance of what J. Stiglitz calls the market fundamentalism. The
recent marches in Europe (e.g. Indignant demonstrations), especially in the
southern countries, against a self-regulating market, against the austerity
measures, high unemployment rate, precariousness and exclusion, present a
common framework of action and resistance. Such wave of a generalized
societal discontent in Europe has intensified alliances between NGOs,
Unions, Parties and European citizens. Moreover, and even though
the “conditions of plurality of values, repertoires, traditions and political
cultures, where people have different perspectives” D. della Porta
(2005: 340f) suggests that they now face common problems.

The recent protests in Europe, especially in southern Europe, involve
a strong socio-economic orientation and agenda and are highly motivated by
a collective common goal: social self-protection. Similar to the old, classical
social movements (labour struggle), and differently from the ones of the
mid-60s headed by the sons and daughters of the Welfare state (Rootes,
1995), in which all demanded recognition of all kinds of rights — cultural,
economic, national, generational and sexual rights (Touraine, [2005] 2007).
The current social movements fight back against the implementation, in the
name of integration, of restrictive EU’s economic and political policies.
Europeans symptomatic felling of Unsicherheit and the global awareness of
the failings of free market liberalization has, however, strengthened the
affiliation of an intellectual elite with other networks of resistance and
solidarity. These intellectuals are not really engaged in the classical role of
organizer, on centralizing for her/himself the decision-making and division
of labour, rather they have developed new intervention strategies. In a
glance, from S. Hessel Indignez-vous (2010)’ slogan “create is to resist,
resist is to create”, to J. Habermas®, J. Derrida, S. Zizek’s media strategy

% «gocial movements are conceptualized as dense informal networks of collective actors
involved in conflictual relations with clearly identified opponents, which share a distinct
collective identity, using mainly protests as their modus operandi. In this sense, they tend to
overlap, at least in part, with civil society actors, usually identified with a set of voluntary
associations, distinct from both the state and the market and sharing some common, civic
values” (Della Porta and Caiani, 2009: 6)

? gee for instance Habermas’ article “Rendons I'Europe plus démocratique ! La crise
européenne”, published in Le Monde, 25.10.11
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and Fernando Savater’s involvement in virtual forums of activists - there is a
clear commitment with society and social justice.

Yet, these intellectuals do no longer present solutions. P. Bourdieu
(1998: 58) emphasizes the modus operandi of intellectuals in a context of
neo-liberalism and in a global risk society “is not only to invent responses,
but to invent a way of inventing responses, to invent a new form of
organization of the work of contestation and of organization of contestation,
of the task of activism.” For J. Habermas, their “[...] sense for what is
lacking and “could be otherwise’ [...] spark of imagination in conceiving of
alternatives; and a modicum of the courage required for polarizing,
provoking, and pamphleteering (Habermas, 2009)* makes them privileged
players that animate the civitas, forge synergies and inspire new forms of
reflection and demands.®* In the meantime, F. Savater responded in an
interview of El Pais last February (25", 2012) [Cultura, 25 Feb. 2012] that
intellectuals should not only bring to the public debate proposals that
transcend the usual political pragmatism, but as well they should enrich the
comprehension, instead of the confusion or the simplification of these
themes.** In short, we can conclude these intellectuals remind the “Peoples
of Europe” the need of a participatory European citizenry based on critical
thinking, political reasoning and free discussion. According to them, to
create a “social Europe” and restore our utopias, “[...] we must create”,

% Compare B. A. Misztal (2007: 36-37) “Creativity is a means that enables intellectuals to
participate in the realm of knowledge and to transcend their professional specializations into
critical sensitivity, and by this process to ensure their authority as critic-specialists. By
emphasizing creativity as one of the main characteristics of the intellectual role, we can hold
that the creative achievements of intellectuals, while taking place against a background of
specialist knowledge, also refers to the movement from specialized domains of scholarship
into domains of public debate and back. The courage of conviction, as the necessary
precondition for speaking in defiance of the established powers and the public, also
contributes to public intellectuals’ special authority.”

%1 Compare Morris et al. (2004: 171), “Leaders are critical to social movements: they inspire
commitment, mobilize resources, create and recognize opportunities, devise strategies,
frame demands, and influence outcomes”. Aldon Morris and Suzanne Staggenborg (2004:
175) conclude in their study “Leadership in Social Movements” that leaders usually possess
a greater cultural and educational capital than other activists. They stress that “[t]Jo be
successful, social movements require that a myriad of intellectual tasks be performed
extremely well. A host of social movement activities — framing, interfacing with media,
writing, orating, devising strategies and tactics, creatively synthesizing information gleaned
from local, national, and international venues, dialoguing with internal and external elites,
improvising ad innovating, developing rationales for coalition building and channeling
emotions — are primarily intellectual tasks.”

% [“Los intelectuales son escritores, profesores y artistas que quieren hacerse oir fuera de
sus areas de trabajo sobre cuestiones politicas y sociales. Deberian aportar al debate pablico
argumentos o propuestas que trascendiesen las cautelas del pragmatismo politico habitual,
para asi enriquecer la comprension y no la confusion o la simplificacion de esos temas™].
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emphasizes P. Bourdieu, a European social movement.” (2000). In other
words, to recover the founding values of Europe, citizens must revitalize the
EU’s public sphere now strongly-bureaucratized, “colonized” by the
economic imperatives of the “System” and by a top-down political model
(Habermas [1981], Benhabib, [2002]). Thus, explains J. Habermas, “[a]
public sphere that functions politically requires more than the institutional
guarantees of the constitutional state; it also needs the supportive spirit of
cultural traditions and patterns of socialization, of the political culture, of a
populace accustomed to freedom” (1992: 453).

In a nutshell, this paper suggests that the resurgence of critical
intervention and political engagement of civic-minded intellectuals in the
public arena has been contributing to a greater vitality and re-politicization
of public sphere. In this dramatic moment of the European history, the
responsibility to speak truth to society (Melzer, 2003, p. 11) becomes once
again the fundamental task of contemporary intellectuals. Such commitment
with “transparency and justice [...] requires the active public participation of
public intellectuals in expanding the democratic imagination and civic
sensitivity of citizens and their leaders alike” (Misztal, 2007, p. 4).

References:

ARAT-KOC, S. (2010). “Contesting of Affirming ‘Europe’? European
Enlargement, Aspirations for ‘Europeanness’ and New Identities in the
Margins of Europe”: Journal of Contemporary European Studies, June,
2010.

BALIBAR, E. (2002). Politics and the Other Scene. London: Verso.
BAUMAN, Z. (1987). Legislators and Interpreters. Cambridge: Polity
Press.

BAUMAN, Z. (2004). Europe: An Unfinished Adventure. Cambridge: Polity
Press.

BECK, U. (2006). Cosmopolitan Vision. Cambridge: Polity Press.

BECK, U./ Grande, E. (2006). Cosmopolitan Europe. Cambridge: Polity
Press.

BENHABIB, S. (2002). The Claims of Culture: Equality and Diversity in the
Global Era. Princeton: Princeton UP.

BOURDIEU, P. (1998). Acts of Resistance: Against the New Myths of Our
Time. Cambridge: Polity Press.

DELANTY, G. (2003). “Is there a European Identity?”: Global Dialogue,
Vol. 5, Nr. 3, Summer/Autumm.

DELLA PORTA, D. & CAIANI, M. (2009). Social Movements and
Europeneization. Oxford: Oxford UP.

DERRIDA, J. (2001). On Cosmopolitanism and Forgiveness. London:
Routledge.

70



DERRIDA, J. (2004). “A Europe of Hope”. Transl. Pleshette DeArmitt,
Justine Malle and Kas Saghafi: Le Monde diplomatique, Dez. 2004.

DOERR, N. (2009): “How European Protest Transforms Institutions of the P
ublic Sphere. Discourse and Decision-

Making in the European Social Forum Process”, KFG Working Paper Series,
No.8,September2009, Kolleg-

Forschergruppe (KFG) The Transformative Power of Europe, Free Universit
y Berlin.

EYAL, G./ BUCHHOLZ, L. (2010). “From the Sociology of Intellectuals to
the Sociology of Interventions”: Annual Review Sociology, 36.

EYERMAN, R. (1989), “Social Movements: Between History and
Sociology”: Theory and Society, 18: 531-545.

FULLER, S. (2004). “Intellectuals: an endangered species in the twenty-first
century?”: Economy and Society, Volume 33, Number 4, November.
GRASS, G./ Bourdieu, P. (2000). “A literature from below: Guenter Grass
and Pierre Bourdieu” in The Nation. New York, July 3, 2000.

HABERMAS, J. (1985). Die neue Unuebersichtlichkeit. Frankfurt:
Suhrkamp.

HABERMAS, J. (1987 [1981]. “C. Tendencies toward Juridification” in The
Theory of Communicative Action Vol.ll. Boston: Beacon.

HABERMAS, J. (1992). “Further reflections on the public sphere” in Craig
Calhoun (ed.): Habermas and the Public Sphere. MA: MIT UP.
HABERMAS, J./ DERRIDA, J. (2003). “February 15, or what binds
Europeans together: A plea for a common foreign policy, beginning in the
core of Europe”: Frankfurter Allgemeine Zeitung, May 31%, 2003.
HABERMAS, J. (2009). Europe: The Faltering Project. Cambridge: Polity
Press.

HELD, D./ MCGREW, A. G./ GOLDBLATT, D. & PERRATON, J. (1999).
Global Transformatins: Politics, Economics and Culture. Cambridge: Polity
Press.

HEYNDERS, O. (2009). “Voices of Europe, Literary Writers as Public
Intellectuals”: Rede. Universiteit Tilburg.

JEANPIERRE, L & Mosbah-Natanson (2009). “French Sociologists and the
Public Space of the Press: Thoughts Based on a Case Study (Le Monde,
1995-2002). In Christian Fleck, Andreas Hess and E. Stina Lyon (eds)
Intellectuals and their Publics: Perspectives from the Social Sciences.
Burlington: Ashgate.

JUDT, T. (2009). Reappraisals: Reflections on the forgotten twentieth
century. London. Vintage.

KUNDERA, M. (1984). “The Tragedy of Central Europe”: New York
Review of Books VVolume 31, Number 7 - April 26.

71



LACROIX, J. & NICOLAIDIS, K. (2010). European Stories: Intellectual
Debates on Europe in National Contexts. Oxford: Oxford UP.

MISZTAL, B. A. (2007). Intellectuals and the Public Good: Creativity and
Civil Courage. Cambridge: Cambridge UP.

MORIN, E. (2005). Culture et barbarie européennes. Paris: Bayard.
MORRIS, A. D. & STAGGENBORG, S. (2004). “Leadership in Social
Movements”. In David A. Snow, Sarah A. Soule and Hanspeter Kriesi (eds.)
The Blackwell Companion to Social Movements. UK: Blackwell.

MUNCK, R. (2006) “Globalization and Contestation: A Polanyian
Problematic”: Globalizations, June 2006, Vol. 3, No. 2: 175-186.
OUTHWAITE, W. (2009) “European Civil Society and the European
Intellectual: What is, and How Does One Become, a European Intellectual?”.
In Christian Fleck, Andreas Hess and E. Stina Lyon (eds) Intellectuals and
their Publics: Perspectives from the Social Sciences. Burlington: Ashgate.
SAID, E. (2001). Power, Politics and Culture: Interviews with Edward Said.
London: Bloomsbury.

STEINER, G. (2004). The Idea of Europe. Tillburg: Nexus Institute.
TAYLOR, C. et al. (1994). Multiculturalism: Examining The Politics of
Recognition. Princeton: Princeton UP.

TAYLOR, C. (2005). Modern Social Imaginaries. Duke: Duke UP.
TOMLINSON, J. (1999). Globalization and Culture. Cambridge: Polity.
TOURAINE, A. ([2005] 2007). A New Paradigm for Understanding
Today’s World. Cambridge: Polity.

72



PSYCHOHISTORY OF THE 2012 QUEBEC
STUDENT REVOLT

Lionel Standing, PhD
Department of Psychology, Bishop's University, Québec, Canada

Abstract

This paper examines the psychohistory and consequences of the massive
student demonstrations, often featuring mass erotic displays, which erupted
in Montréal, Québec, in 2012. These marches, to protest an increase in
university fees proposed by the education ministry as an austerity measure,
provoked a political crisis that brought down the democratically-elected
government of the province. The crisis reflected the historical isolation of
Québec, the socioeconomic structure which has emerged there as a substitute
for organized religion, and the psychological dependency fostered by a
utopian political system, which have all fed a strong sense of entitlement in
many citizens, enabled by a benevolent mother-state. This cultural pattern
encouraged students to make 'impossible’ financial demands, while resenting
the state as an insufficiently-indulgent parent who was hindering their wish-
fulfillment fantasies. These unprecedented events, which carry serious
implications for the future of welfare-state liberal democracy, can best be
understood by examining the history, culture, and family dynamics of the
distinctive society of Québec.

Keywords: Political demonstrations, university fees, Québec.

Psychohistory of the 2012 Québec Student Revolt
Introduction

For seven months in 2012, a series of major student demonstrations
and riots suddenly erupted in the streets of Montréal in order to protest a
modest proposed increase in Québec university fees, although at about $2200
per year they are by far the lowest in Canada or North America (Statistics
Canada: Undergraduate tuition fees, 2015). These massive protests often
involved 150,000 - 200,000 students marching through the streets of
Montreal, sometimes nearly naked, and convulsed the province so as to bring
down and triumphantly replace the government (Wikipedia: Quebec Student
Protests, 2015). What caused this massive and violent emotional reaction, so
disproportionate to the small sums involved? (And so incongruous in
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Canada, the fifth most prosperous country in the world; Macias, 2015).

Outside of Québec these events are less well-known than the Paris
riots of 1968, or the US civil-rights marches and anti-Vietnam war protests
of the sixties, which also involved students, but demonstrating for the rights
of others rather than themselves. They have historical importance since,
remarkably, they succeeded in their aims and showed for the first time how a
determined, self-interested clique (representing at most about 3% of the
population) may override the other 97%, paralyze the political system, and
forcibly divert the resources of society to their own unearned benefit. For the
mob to bring down a democratically-elected government in this way is
unparalleled in North America for nearly two centuries, and in Canada only
the anti-conscription riots of 1918 have come close, although in that case the
government prevailed. We must examine the historical and psychological
forces that led to this sudden eruption of seemingly irrational protest on the
part of young people who are mostly privileged rather than downtrodden.

These events can only be understood as the combined effect of
history, politics, economics, psychology, sociology and religion. They make
no sense if viewed from the perspective of a single discipline, e.g., exchange
theory and classical economics would predict that the students of Québec,
being wealthier, would be more satisfied than those of other provinces, not
less. Nor can the 'pure joy of rioting' (Dalrymple, 2015) explain these
prolonged demonstrations, which are still occurring intermittently three years
later.

The roots of French Canada

The primal trauma for French Canadians remains the British military
invasion of Québec in 1759 (Wikipedia: Canada, 2015) which suddenly
turned their flourishing pioneer settlement, founded in 1608, into a colony
ruled by Great Britain, the detested enemy that was carrying out ethnic
cleansing in French Acadia to the east. French Canadians were abandoned by
France to survive alone in the new world, and the half-hearted union of
English-speaking colonies with Québec to form the federal nation of Canada
in 1867, a classic bad marriage, did not relieve this sense of orphanhood.
Although the Québec population, mostly French-speaking and Catholic, has
grown from 60,000 at the time of the conquest to eight millions today, due to
church dogma making fecundity and motherhood sacred, indeed almost
obligatory (Bélanger, 2000), its unique situation in North America leaves it
today as an ethnic enclave, more populous than Denmark or Finland, but
hemmed in by three hundred million anglophones. Quebecers turned to
nationalism to survive psychologically as francophones linked in one big
family, maitres chez nous. The symbols of this 'nation’, venerated to the
bounds of reason, include the French language, poutine, ice hockey, and the
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singer Céline Dion. Nous ne sommes pas comme les autres!

The death of religion

The authoritarian hierarchy of the Catholic church which for
centuries ruled strictly over this society was composed of traditional symbols
of the family: 'sister' nuns, 'brother’ monks, and ‘father' priests, all united in
the mother church under the ultimate maternal symbol, the sacred Virgin
Mary. To be a Catholic was to find a secure place within this family when
there was no other national sanctuary. Québec was conquered in the religion-
dominated era of Louis XV, and for long was unaffected by the
Enlightenment ideas of the French and American revolutions, so that
Protestants and anglophones within living memory could still be described
literally as agents of the devil. Jews were regarded similarly (Gladstone,
2011).

Massive, financially burdensome religious organizations abounded,
and held society in an authoritarian embrace. There was much poverty, save
among the wealthy elite, with little economic development, and true
democracy was unknown for centuries, as shown by the rule of the dictator
Maurice Duplessis as late as 1959. Contraception, abortion and divorce were
illegal only a few decades ago, while women's suffrage came in 1940
(Kalbfleisch, 2012). Strict sexual repression was the norm, combined with
extreme political conservatism.

However, starting around 1960 this system rapidly collapsed under
the influence of consumerism, industrialization and education, and the
overthrow of religious authority figures soon followed as their roles were
transferred to the political leaders of the Quiet Revolution (Canadian
Encyclopedia, 2015). Within a generation, the culture changed from ultra-
traditional to ultra-'progressive’ and highly permissive, as families of nearly
seven children on average were replaced by one of the world's lowest birth
rates, while cohabitation, illegitimacy, abortion and divorce flourished.
Atheism, hedonism, and promiscuity have largely become the norms, while
measures of social pathology are rising, such as crime, suicide and substance
abuse (Langlois et al., 1992). Most laws are lax, and are barely enforced. The
great empty monasteries, convents and churches have been converted to
restaurants or colleges today, with the Catholic religion almost non-existent.
As is common when strict parental control is suddenly lifted, the people
swung to the opposite extreme of uncontrolled, libidinal behavior - a process
that also occurred, in more catastrophic form, in the liberated former African
colonies of France and Great Britain. As family breakdown is common in
Québec today, and above the level of the other provinces, at least one third of
children have neither a real father in the home to provide a role model
(Employment and Social Development Canada, 2015), nor even a surrogate
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Christian one that they can internalize. This is a classic post-modern
dilemma, taken to extremes.

Rise of the Québec mother-state

In Freudian terms, when the adult finally confronts his father, he
wishes to destroy him and to possess the mother, yet also to imitate the father
in replacing him. In the politics of Québec, this meant that massive new
institutions of civil society, the benevolent government agencies, hospitals,
and universities eagerly replaced the all-powerful Church, authoritarian yet
benevolent and forgiving. This transformation was similar to what was then
occurring in France, and in some ways it has succeeded, so that Québec
today qualifies as a tolerant and humane society; but without the emotional
force of religion and its taboos, there is little profound motive for obedience
to the restrictive rules of civil society. Consequently corruption on a heroic
scale is ubiquitous in both business and politics, as is being shown today in
the numerous billion-dollar scandals revealed by the Charbonneau
Commission (CBC, 2015).

Another fundamental problem is that while the Church preaches
unconditional love, in fact its charity is limited and carefully measured out to
the faithful, with some obligations implied on the recipient. But when society
relies upon on a civil society with utopian aims, run by a privileged elite
whose role is to hand out as much of other people's money as possible, an
infantilizing culture of mass dependency is created that is open-ended and
crushingly expensive.

Despite having some of the highest tax rates in the world, so that
many middle-class citizens pay over half their income in taxes (Kozhaya,
2004), Québec's public debt of over $68,000 per taxpayer is the worst in
Canada, drawing comparisons with Greece and Portugal (MEI, 2015).
Individual rights and entitlements are almost unlimited, and the
corresponding obligations on the all-providing state know no bounds. Thus
the citizen of Québec is born in a government-run hospital, to parents who
receive paid leave, and will then attend daycare, primary school, high school,
junior college, and university, all provided largely by the government. He
very often works for the government, directly or indirectly. He also receives
lifelong medicare, and enjoys unemployment and disability protection. His
tattoos can be removed for free. He is compensated if he is injured in an
accident or during a crime, even one that he is committing, and when he
retires he will receive a state pension. When he dies his family will receive
funeral expenses. Business corporations receive billions in subsidies, often
specious and nepotistic, and the government runs hundreds of money-losing
state corporations. Every member of the family is served double helpings of
dessert under this system.
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Child-citizens?

The traditional church, like the state, had the roles of both a nurturant
mother and a more restrictive father. But as the state took over in Québec,
with seemingly unlimited resources to bestow, the former role came to
predominate, as almost nothing could now be forbidden for fear of alienating
voters or special interest groups. This mother-state resembles an indulgent
mom rather than a strict nanny, and people speak scornfully of anyone
(except themselves) who is receiving this largesse as "sucking on the
government teat". The more that is given the more is demanded, and the less
autonomy is shown, leading in turn to still greater demands by the child-
citizens. Tough love is nowhere to be seen. To 'enable' this psychological
dependency, and to generate revenue, the almighty state through its lavish
advertising campaigns endlessly urges the public to gamble away even more
money in its ubiquitous casinos, online gaming sites, and corner-store lottery
outlets, and to consume more alcohol through its aggressive promotions in
state liquor stores (Kucharsky, 2006).

The psychological result is a pervasive state of dependency in the
population and a general sense of entitlement: what will the all-powerful
state do for me, in its role as surrogate parent? Where is my free lunch (and
breakfast, and supper)? This is a system literally of 'bread and circuses’, as
seen in the government-sponsored Cirque du Soleil and the many lavish
street festivals that are provided by cities to entertain the masses even as
potholes go unmended and bridges collapse (Peritz, 2011).

This situation is parallel to Québec's relationship with the federal
government based in Ottawa, which functions as a surrogate grandfather
figure in that it reproaches Quebec for its profligate spending, but continues
to enable this behavior by pouring large sums of money into the province:
some $8 billion annually that is taken from the wealthier provinces
(Wikipedia: Equalization payments, 2015). This aid, much more than other
regions of Canada receive, is met with resentment on the part of Quebecers
instead of gratitude. As parents know, no good deed goes unpunished, and
there is an active separatist movement which commands about 40% support
currently.

The fees crisis of 2012

Québec has of course shared in the global economic woes of the great
recession, and its public debt has become ever more uncontrollable. Thus in
2012, among other austerity measures aimed at controlling the debt crisis,
the Liberal government of Jean Charest was forced to announce that it would
raise university fees modestly. In this statist system all the fees are set by the
provincial government (private universities are outlawed) and at about $2200
per year for an undergraduate in a non-professional program are remarkably
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low - often a tenth or a twentieth of the fees at comparable US universities,
and less than a third of the fees in other Canadian provinces (Bishop's
University, 2015). By contrast, a student from Alberta, coming from 'outside
the family', must pay $7800 in order to study in Québec, even though his
wealthy province props up Québec with billions of dollars.

Fees have been frozen for twenty years, steadily shrinking in real
terms with inflation, and now cover only a tenth of the actual tuition cost per
student. In addition, both the government and individual universities provide
an extensive program of scholarships, loans and bursaries to benefit those
students who come from poorer backgrounds.

One might expect that a proposed increase of about $1600,
introduced gradually over a six-year time period, would be accepted as a
reasonable contribution to the financial health of the province (Serebrin,
2011). A hike of $325 in the first year is the price of a cell phone; or consider
the student automobiles which proliferate on campus so as to cause major
parking problems. But this proposal was rejected by many francophone
students, perhaps a third of the total. Although students in professional
programs, graduate studies, or the anglophone universities showed no
interest in protests, large crowds of francophones from general education and
liberal arts programs immediately started spontaneously to assemble and to
march in the streets, mostly in Montréal. Many classes were subjected to a
comprehensive boycott, intended to be universal across the province.
Disruptive sit-ins took place in government offices, causing some injuries
and damage (CTV News, 2012).

The long *'strike™

This intransigence was maintained over the next seven months as
large crowds, sometimes extending over 50 blocks, showed their outrage
over the proposed fee increase. Although most marches were peaceful, even
as the numbers swelled towards 200,000, some ugly incidents occurred,
particularly when other students who did not wish to participate were
forcibly prevented from entering their classrooms to attend their courses. The
police on occasion responded violently to incidents of vandalism, and one
student suffered a concussion and lost an eye. Others were injured, and at
least 2,500 students were arrested, often paying fines of $500 each
(Wikipedia: Quebec Student Protests, 2015).

The protesters misrepresented their actions as a "strike", but in fact it
was a boycott. Rather than withdrawing paid labor to obtain higher pay, they
were essentially saying that the considerable financial gift bestowed in them
by society, equivalent to about $30,000 annually per student (Corbeil, 2012)
was not large enough and they wanted more, even as the rest of society was
tightening its belt. Responding to a gift by angrily demanding a larger one is
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a reaction seldom found outside of the nursery.

The government soon showed that it was unwilling to confront the
marchers, or even to ignore them. Rather than standing its ground as a
legitimate authority, it first attempted to appease them by offering to spread
out the fee hike and to increase the bursary program. The total amount
would now come to $1,778 in 2018-2019, after seven annual increases of
$254. Education minister Line Beauchamp told reporters that after including
the income-tax credit on tuition fees, the proposed increase would be $177 a
year, or 50 cents a day! (Dougherty, 2012).

This reasonable offer was contemptuously rejected, and some student
leaders demanded zero fees as their goal (as they still do). Soon the minister
of education resigned in despair from her post and left politics, observing
that the students neither wished to resolve the dispute nor to respect
democracy. Since this minister happened to be female, and as the mother is
expected to bestow gifts unstintingly on the children even as the father
counts the costs, this unconscious gender association perhaps aggravated the
underlying psychic tension already present in the negotiations. Panicking, the
political leaders hastily brought in unworkable emergency laws intended to
control street demonstrations, such as forbidding the wearing of masks
(Wikipedia: Bill 78, 2015). Clearly they were no longer in control. The
winter semester was suspended at over twenty campuses (Bell, 2012).

The government was thus in the position of parents whose
unemployed son, living in the basement on a good allowance, replies to
requests that he should contribute a little to the family budget by angrily
demanding a larger allowance. Although its case in terms of economics,
political legitimacy, and ethics was self-evident, the state could deny nothing
to its offspring, psychologically mired as it was in enabling a mutual-
dependency relationship with them. This craving of the students for more
money in essence represents an unfulfillable quest for boundless love.

A children's crusade?

The most startling feature of the protests was that the marchers on
some days were almost naked, both males and females wearing just
underwear - or even less, such as a mere penis-sheath (Figure 1), with the
women's breasts often bare save for the nipples (see Figures 2, 3 and 4). Eros
ruled, and the marchers seemed to revel in flaunting their sexuality and
child-like status, explicitly repudiating patriarchy (Figure 5). The marchers
all wore a small red oblong of felt as their key symbol, the carré rouge,
resembling a sacred heart or a bloodied tampon, surely in unconscious ritual
tribute to the life-giving mother figure of the state, or Marianne in Gallic
terms (Figure 6). The symbol also evokes 'flying the red flag', the local
euphemism for menstruation. The color red here was not a communist
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symbol: there was no sign of the hammer and sickle, nor of Marxist
ideology, and many of the marchers were clearly petit-bourgeois. (Their
figurehead leader was the multi-millionaire politician Pauline Marois, who
drove a Ferrari). Other student leaders were the privileged products of
private schools.

Despite occasional violence and vandalism, an atmosphere of
saturnalia prevailed overall, with gaiety and colorful costumes. The marchers
also carried saucepans, hammering on them with spoons to create an
overwhelming din. Marois, then the leader of the official opposition in the
Québec parliament, gleefully marched with the students, likewise beating on
a pot like a hungry child who pounds her spoon impatiently on the dinner-
table (Barron, 2015).

These events often evoke aspects of the French Revolution, and
observing these joyous scenes might once have evoked Wordsworth's happy
reaction (1805) to its early stages: “Bliss was it in that dawn to be alive, but
to be young was very Heaven.” Today, however, we might echo Albin Lentz,
the college president in Philip Roth's novel Indignation, who dismisses the
students taking part in a panty-raid riot as “A mob of disobedient children.
Kiddies in diapers unconstrained”. “An army of hoodlums,” Lentz calls the
rioting students, “imagining, apparently, that they were emancipating
themselves.” (Roth, 2008).

The implications of these events are troubling, as the rioters were not
just engaged in erotic adolescent fun, but sincerely believed that they were
promoting a worthy social cause to improve society. Some marchers carried
signs saying "Democracy"”, although their actions in fact destroyed the
democratic process to serve their own ends. It's all about me! Other signs
read "Free Education”, meaning that other people, some of them not well off,
must pay for the entire education of mostly middle class students. Education
that is 93% free (the current figure) is not enough, it must be 100% "free"
(Corbeil, 2012).

"Victory"

After seven months in which the demonstrations were growing rather
than declining, to the dismay of the public, the Liberal government admitted
defeat and stepped down prematurely, triggering a general election. Even
though the public was split over the protest movement, the failure of a parent
to control a misbehaving child often annoys the onlookers more than does
the child itself, and so the formerly popular Premier Jean Charest was
crushingly defeated at the polls, losing power and even his own seat in the
legislature (National Post, 2012). Marois thereby rose overnight from leading
the marchers in the streets to become the first female Premier of Québec. But
only two years later she was in turn humiliatingly ejected from power in
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another general election, also losing her own seat (Coorsh, 2014). The two
major student protest leaders were likewise elected to the legislature in 2012,
but then defeated in 2014, again showing the turbulent emotions aroused in
the electorate by the protests.

The Liberal Party has thus returned to power, but, emotionally
scarred, it now does not dare even to discuss university fees, which with
inflation continue to decrease. It has been thoroughly intimidated and is in
effect forbidden from governing. Student power has triumphed.

Ironically, if we ignore the budget deficit, then in terms of simple
logic, the students might appear to have a case, as zero tuition fees for
universities are found in Scandinavia, Germany and Scotland, for example.
But such a context involves a sound economy and a mature acceptance of
student responsibilities that is quite different from the cultural and historical
pattern of Québec. Today, US Senator Bernie Sanders has introduced a
utopian bill that would provide free tuition at all 4-year colleges in the
United States (Thomason, 2015), although there is no chance of it passing.
The likely costs over ten years would total $470 billion.

It is also undeniable that ongoing looting of the public purse by
various other privileged sectors of society is comparably egregious, yet
unpunished. And as some student leaders remarked, all the $400 million cost
of the fee increases could have been met if Canada had bought just one less
F-35 fighter jet in its current defense procurement, since these ultimately
may cost approximately two billion dollars apiece to buy and maintain
(Pugliese, 2014).

This argument uses the metaphor of relying upon a rich grandfather,
although in fact defense is not a provincial responsibility. However, the
craving to acquire such insane weapons of death and destruction, driven
ultimately as it is by Thanatos, cannot compete in intensity with the
unrestrained urgings of Eros; no one marches for more jet fighters. And the
joyous mob could even be seen as celebrating a victory over feelings of
death, according to the theory of terror management (Parry, 2015).

The future for Québec

We see that an isolated group whose identity, beyond language, was
largely based on the parental symbols of organized religion, turned
massively to the state as their nurturing and forgiving mother figure when the
church declined and family ties fragmented. Any child's mother is the most
important figure in their early life, but today the all-bestowing welfare state
will rapidly supplant her. And since this mother state, while utopian in
theory, is a financial disaster in practice, the offspring will demand more
money at the very point where its financial resources are becoming less. The
aboriginal reservations within the province illustrate the results of total
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dependency on the state, with extreme levels today of substance abuse,
smoking, violence, child abuse, suicide, homicide, destitution (Curtis &
Ayala, 2014), and drastically shortened life expectancy (Statistics Canada:
Life expectancy, 2015), although in precolonial times these tribes were well
able to survive the rigors of living in tents at temperatures of thirty or forty
below zero.

All universities in the province are now in debt, and trying to cope
with large deficits by using underpaid part-time instructors to teach
enormous classes, cancelling smaller programs, and admitting unqualified
entrants. The quality of education is suffering and gloom prevails in academe
(Samoisette & Zizian, 2013). As additional government funding is unlikely
when the province is financially squeezed, this creates a lose-lose situation
for all concerned, except perhaps the students in a narrow financial sense,
although the education of many was disrupted by their boycott of seven
months of classes.

These universities are now in a desperate situation, awash with red
ink while paying tenured professors salaries of up to $150,000 and rectors up
to $400,000 per annum. They must admit more and more students, setting up
a vicious cycle, so that about half the population now enters higher education
programs (Statistics Canada: Postsecondary participation rates, 2008). These
are of dubious value, and are taken for reasons that outside of the
professional and scientific courses are often unclear, beyond providing three
or four enjoyable years of beer, sex, drugs, and sport. These programs are
ruled over, and mainly paid for, by the aptly titled Quebec Ministry of
Education, Leisure and Sport. About a third of entering students soon
become bored, and drop out of their studies within a year or so (Aubin,
2012).

This make-believe scenario is paid for by a government that is
trapped in credit-card debt: the parents have no more pocket money to hand
out. A parallel is seen in the destructive youth riots in Paris during 2010 that
successfully blocked the French government, which likewise was presiding
over a financially parlous mother-state, from modestly reforming the nation's
labor laws and retirement age in order to match economic reality (Wikipedia:
2010 French pension reform strikes, 2015). By contrast, the less indulgent
society of England experienced only minor student demonstrations when in
2010 it abruptly raised university fees from $5,000 to $15,000 (Wikipedia:
2010 United Kingdom student protests, 2015). In Québec the future for
universities and other institutions of civil society appears bleak, as the
psychological issue of dependency versus autonomy remains unresolved, and
dependency is typically a progressive condition.
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Conclusion: Whither democracy?

The worst result is that the fundamental processes of liberal
democracy are unravelling. We are forced to confront what we knew all
along, that a spoilt child will how! when asked to behave properly, and that it
is almost impossible to control a screaming infant. "To be a customer
without the responsibility of paying for goods or benefits received is to be an
egotist permanently resentful at not getting what you want immediately,
which becomes the only criterion of satisfaction”, as observed by Theodore
Dalrymple (2004).

Other interest groups are now following this pattern, the students'
decisive victory providing a tempting model for any interest group hoping to
overthrow or suspend legitimate authority. Thus the Montreéal firefighters on
August 18, 2014, invaded the City Hall council chamber during a council
meeting and thoroughly trashed it, aiming to block pension plan reforms.
The councilors fled the chamber in alarm as the police stood by, gloating
happily, since they too have lately been engaging in theatrical and disruptive
public protests for more money. Some 2320 city workers left their posts
during this event. These firefighters, like other public employees, enjoy
rights that most taxpayers would envy, as they retire on average at 53, with a
full pension.

Similarly, in spring 2015, violent demonstrations have again erupted,
this time in an ugly form at Université du Québec a Montreal, in which
buildings were damaged, classes disrupted, and non-striking students were
forcibly prevented from attending their classes (Charnalia, 2015). Therefore
de facto, if not de jure, the mob now rules, as laws may be introduced only
with their consent. Anarchy spreads sporadically while the economy of
Québec flounders. Smash the system! (Figure 7). Another related but distinct
trend is the emergence of the FEMEN protest organization: multinational,
exclusively female, and concerned with a wide range of causes undertaken
for reasons of altruism rather than personal gain (Figure 8).

Although the 40% of Québec citizens who pay no income tax may
not see a need for change, this developing malaise could ultimately cause
working citizens to look for a strongman leader who promises to fulfil the
paternal disciplinary role, as the political situation slowly comes to resemble
the crises during the nineteen-thirties that led to fascist regimes in many
European countries. The various thugs who then emerged as national father-
figures, promising forcibly to clean up the "scum™ in the streets, to echo
President Sarkozy (Samuel, 2014), came to power enjoying great popularity,
as a family will often prefer a ruffian father to having none at all.
Disciplined, authoritarian followers convey an image of internalized paternal
power and authority instead of infantile dependency, a message which might
offer some members of the weary public an attractive antidote to the
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tantrums of the students who took over the streets to flaunt their dependency
with such devastating success.
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Eugéne Delacroix, July 28: Liberty Leading the People,
1830, oil on canvas, approximately 11.8 x 8.2 feet.
(Louvre, Paris)
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Abstract

This work is about the contest “A tale that accounts” which is
promoted by an organizing committee with the collaboration of Regional
Delegation of South and Islands of the Portuguese Mathematical Society.
This contest is open to all students of public and private schools of all
country and consists of writing and illustrating a tale involving mathematical
contents. The contest, which is now in its third edition, began in the school
year of 2012/2013. The experience allows us to point out that it promotes the
interdisciplinary between different contents and revealed to be a captivating
initiative that has been well accepted by a growing number of students and
teachers.

Keywords: Interdisciplinary, Mathematics, Imagination, Knowledge

Introduction

The contest “A tale that accounts” (Concurso “Um conto que contas”,
in Portuguese language) is open to all students of public and private schools
of all country, from the first level of first cycle to the last level of secondary.
In Portugal, the basic education is consisted of nine years of schooling,
divided into three sequential cycles of four, two and three years, respectively,
and the secondary education which is consisted of three years of schooling.

The competition consists of writing and illustrating a tale involving
mathematical contents and it has as main objectives to promote habits of
reading and writing in students and to promote coordination between various
disciplines, stimulating the imagination.

The participants can compete in one of eight categories, according to
their level of education, in individual modality or in team, with a maximum
of four elements.
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The eight categories that participants can compete, four in individual
modality or in team, are:

a) 1st category or category Al — a competitor of the 1%, 2" 3 or 4™
year;

b) 2nd category or category A2 — a competitor of the 5™ or 6" year;

c)  3rd category or category A3 — a competitor of the 7", 8" or 9" year;
d)  4th category or category A4 — a competitor of the 10", 11" or 12"
year;

e) 5th category or category B1 — two to four competitors of the 1%, 2",
3% or 4™ year;

f) 6th category or category B2 — two to four competitors of the 5™ or 6"
year;

g)  T7th category or category B3 — two to four competitors of the 7", 8"
or 9" year;

h) 8th category or category B4 — two to four competitors of the 10", 11
or 12" year.

Each tale must be accompanied by the title, the name of the author(s),
the name of the responsible teacher by the participation of student(s), the
name of the school and an illustrative design. The illustrative design should
allow perceiving the central idea of the story.

The tales was assessed by a jury, which includes specialists from
mathematics and Portuguese language. In this evaluation are valued
mathematical contents (corresponding to the educational level of the
participants and according to the official programs — see [5-8]), the domain
of language, originality, creativity, logical narrative, among others.

The areas of the responsible teacher by the participation of students
are mathematics, Portuguese language, English language, natural sciences,
citizenship, art and visual technology, and also attended librarian teachers
and teachers of first cycle.

Until now, there were three editions of the contest, the first of which
in the school year 2012/13. The texts of the three tales highest rated in each
of the eight categories were published annually in a book (see [1-3]).

The first edition — 2012/13:

In addition, the participants had to present the tales with the
following specificities, namely the number of characters of each category,
including blank spaces:

a) categories Al and B1 — between 5000 and 7500 characters;

b) categories A2 and B2 — between 7500 and 10000 characters;

c) categories A3 and B3 — between 10000 and 12500 characters;

d) categories A4 and B4 — between 12500 and 15000 characters.

91



In this edition were not proposed any themes to the students, so that
they could write about anything, since mathematical contents were included.

In the first edition of the contest were submitted 118 tales, 48 in
individual modality and 70 in team (more specifically, 14 tales to the
category Al, 14 tales to the category B1, 13 tales to the category A2, 21 tales
to the category B2, 13 tales to the category A3, 25 tales to the category B3, 8
tales to the category A4 and 10 tales to the category B4). This contest was
attended by 278 students, but it involved about 2100 students.

2012
2013

UM CONTO QUE CONTRS

Figure 1. Image of the first edition of the contest “A tale that accounts”

The second edition — 2013/14:

In this edition the number of characters of each category, including
blank spaces, was changed for:

a) categories Al and B1 — between 4000 and 6000 characters;

b) categories A2 and B2 — between 6000 and 8000 characters;

c) categories A3 and B3 — between 8000 and 10000 characters;

d) categories A4 and B4 — between 10000 and 12000 characters.

In this year was proposed Mathematics of Planet Earth as general
theme, in particular for each category were proposed the following themes:

a) categories Al and B1 — a planet to discover: oceans, meteorology
and climate, mantle processes, natural resources, solar systems;

b) categories A2 and B2 — a planet at risk: climate change,
sustainable development, epidemics, invasive species, natural disasters;

c) categories A3 and B3 — a planet organized by humans: political,
economic, social systems and financial services, transport organization and
communication networks, management of resources, energy;
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d) categories A4 and B4 - a planet supported by life: Ecology,
Biodiversity, evolution.

In the second edition of the contest were submitted 99 tales, 42 in
individual modality and 57 in team (more specifically, 10 tales to the
category Al, 11 tales to the category B1, 10 tales to the category A2, 18 tales
to the category B2, 17 tales to the category A3, 26 tales to the category B3, 5
tales to the category A4 and 2 tales to the category B4). This contest was
attended by 213 students, but it involved about 1063 students.

2013
2014

UM CONTO QUE CONTAS

Figure 2. Image of the second edition of the contest “A tale that accounts”

The third edition - 2014/15:

In the last edition of the contest, the number of characters was the
same of the second edition and were proposed the following themes:

a) categories Al and B1 — Mathematics and Nature;

b) categories A2 and B2 — Mathematics and Sport;

c) categories A3 and B3 — Mathematics and Magic;

d) categories A4 and B4 — Mathematics and Art.

In the third edition of the contest were submitted 151 tales, 74 in
individual modality and 77 in team (more specifically, 9 tales to the category
Al, 16 tales to the category B1, 26 tales to the category A2, 20 tales to the
category B2, 27 tales to the category A3, 35 tales to the category B3, 12 tales
to the category A4 and 6 tales to the category B4). This contest was attended
by 301 students, but it involved about 2920 students.
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Figure 3. Image of the third edition of the contest “A tale that accounts”

Conclusion

The contest, during these three first editions, comes involving
teachers of Mathematics, Portuguese language, and even other educational
areas, as well as all students in an exploratory trip using creativity and
imagination, applying the mathematical concepts as a common basis in the
creation of the tales, and the interdisciplinary of various topics considered
over the period of the student's learning from a very early age until the

degree in high school.

In Table 1 we present the data of the three editions of competition,
namely the number of tales submitted and the number of students involved.

First edition Second edition Third edition
2012/13 2013/14 2014/15

Tales of category Al 14 10 9
Tales of category A2 13 10 26
Tales of category A3 13 17 27
Tales of category A4 8 5 12
Total of the individual tales 48 42 74
Tales of category B1 14 11 16
Tales of category B2 21 18 20
Tales of category B3 25 26 35
Tales of category B4 10 2 6
Total of the team tales 70 57 77

Total of the tales submitted 118 99 151

Attended students 278 213 301

Involving students 2100 1063 2920

Table 1. Data of the first three editions of contest “A tale that accounts”.
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The Figures 4 and 5 show the evolution of the number of stories
presented in eight categories. We can observe that the second and third
categories, either individually or in teams, have more participation, wherein
the category B3 is the more participated and the category B4 is the less
participated.
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Figure 4. Graph with the number of tales in individual modality by category.
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Figure 5. Graph with the number of tales in team modality by category.
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In Figures 6, 7 and 8 we present pie charts with the data of all
categories in each edition of the competition.
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Figure 6. Graph with the percentage of tales by category in first edition.
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Figure 7. Graph with the percentage of tales by category in second edition.
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Figure 8. Graph with the percentage of tales by category in third edition.

This activity promotes an exchange of interdisciplinary experiences
combining, as already mentioned, several areas of knowledge, in particular
the Portuguese language and Mathematics. This promotes the enrichment of
the relationship between students and teachers. For the student is a peculiar
and interesting way to consolidate knowledge and for the teacher an effective
and attractive way to promote the interdisciplinary between different
contents.

Some teachers have referred that this creative process has been
important in motivating all students, and not only students with better
classification in Mathematics.

It should be noted that in this competition there is no prize money. In
addition to the experience gained, the prize is a book with the compilation of
the 24 winning tales, including the tales from first to third place in each of
the eight categories.
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Given the information from the first three editions, the good
experiences are always contagious. We believe that the contest is a true
stimulus among all students.

The sponsors of the contest have been the University of Evora, the
Luis de Molina Foundation, the Research Centre in Mathematics and
Applications of University of Evora, the Research Centre in Applied
Mathematics and Technologies of Information of University of Azores, the
Delta Cafés and the AMIL - Association of Interactive and Ludic
Mathematics.
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Abstract

This paper presents a case study about teaching and learning topics of
Geometry that are part of the syllabus of high school courses. Internationally
the teaching of Geometry has been the subject of several studies.
Nevertheless, research continues to reveal that Geometry is still quite absent
from the classrooms, especially in the early years; Geometry is disliked by
most students, is misunderstood, and its notation is totally ignored. One of
the reasons for this failure is that these issues are addressed superficially in
the curriculum of the training teachers of Geometry. This paper describes the
experience of teaching Geometry to a class with 90 students in academic
year 2014-2015, enumerates some difficulties and behaviors faced by
students and teachers, and exposes the results of the academic success.

Keywords: Geometry, teaching, learning, difficulties

Introduction

According to Isaac J. Schwatt “The average student seems to have
less understanding of Geometry than of any other of the elementary
mathematical disciplines. Even calculus is not excepted. This is in part due to
the extreme difficulty of the subject of Geometry, the age at which the study
of it is usually attempted, and the relatively small amount of time allotted to
it” [4].

Given that the development of students’ capabilities in geometrical
reasoning continues to be an issue of considerable international concern, this
paper reports on an academic experiment in a Curricular Unit involving
Geometry.

The Geometry topics taught in the degree of Educacédo Basica, from
the University of Azores, present a low success rate. Moreover, failed
students are put together in the same class as the students that are going to
attend it for the first time. During seven years, the number of students in the
class increased from 20 (the number of new enrollments per year) to 90. In

98



the academic year of 2014-2015 we split the class in tree according to the
students' knowledge. We based it on the outcome of a diagnostic test that
assessed elementary notions on Geometry, for instance, the classification of
triangles and quadrilaterals, the designation of angles as well as the incidence
of point, line, and plane. The course Director timely informed students that a
diagnostic test was going to take place. Despite that, only 70 students took
the test. Based on the test results, the first class got 28 students enrolled,
while the second and the third got 31 students.

We believe we set the conditions so that all students could attend
classes. Week lectures are organized as follows: 2 hours for theoretical
grounds, illustrated with application examples; 2 practical hours where
students are motivated to solve problems and issues related to the theoretical
content of that week; and 1 tutorial hour. Sadly, the number of students
attending tutorial classes was only of 2 per week (on average) during the
period of class. In addition, there is 1 office hour to answer to individual
questions.

The goals of this subject are: develop Mathematics capabilities to be
used as an instrument of interpretation and intervention in the society;
develop the capacity to formulate and solve problems, as well as to train
memory, to reason formally about problems, and to promote creativity;
develop research, creativity, and autonomy capacity; establish a link between
course contents and the curricular program of “Ensino Bésico”; articulate the
topics studied with the mathematical topics of the programs and curriculum
guidelines for preschool, first and second cycles of basic education; and
consolidate scientific knowledge in Geometry, in particular, plane and space
geometry [2].

The Syllabus of the subject is: plane and space Geometry — basic
concepts, definitions, and properties; polygons — general definitions,
classification, and properties; polygons composition; relationship between
triangle elements; congruence and similarity criteria; circumference -
relative position between two circumferences and between a straight line and
a circumference; relationship between polygons and the circumference;
Analytical Geometry in the plane and in the space — coordinated system
vectors, straight-line equations in the plane and space, plane equations;
Topological Geometry in the space — relative positions between planes,
relative positions of straight lines, relative positions between straight lines
and planes, three-dimensional polyhedrons and curves; representation and
planning of some solids; measure and base units — international system of
units; measurement of base units length; plane figure area; prism volume;
volume of cylinders, cones and spheres; area of a surface; time units [2].

The subject of this course is presented both in theoretical and
practical lectures using computer-aided contents whenever needed. The
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adopted methodology stimulates and privileges the active participation of
students. The subjects are presented, discussed, and developed using
problems and real situations. In order to consolidate the learning of the
concepts, students are provided with exercise sheets on each course topic, as
well as all additional material to support lectures [2].

The final grade is computed as the weighted average of two midterm
written tests or, alternatively, a final-term written exam. The first written test
assesses the skills required to Plane Geometry, while the second written test
evaluates the skills required to Space Geometry.

Development

After reviewing several basic Geometry concepts, such as the
notation of point, line, line segment, half-line, angle, perimeter, area and
volume, and respective units of measurement, we still noticed a difficulty in
the geometrical expressions of such concepts. The gaps make it difficult for
students to acquire the desired knowledge as well as for teachers to devise
methods to present the subjects in an understandable way. As an immediate
consequence, students make a great number of mistakes and fail to acquire
ground concepts that form building blocks for more advanced notions.

It was notorious the resistance to use an accurate notation. In addition
to the notations presented, each student has a tendency to create his or her
own notation, using various symbols for the same geometric element. The
inconsistency and the notation abuse obstruct the students to understand his
or her acquisition of knowledge and hinder the teacher in the correction,
either in verbal form, whether in written form.

The weak or reduced concentration, the lack of motivation, the lack
of language fastidiousness, the incomplete sentences, the immediate and
hasty conclusions when they are not, the use of the design that does not
correspond to the actual data assumed to be true, for instance, a draft of an
isosceles triangle when it is scalene, the dependence on use of the calculator
to perform basic operations, the lack of critical spirit, the wish of getting
approved without knowledge, the use of a tutor rather than prompting the
teacher, the gasp of inappropriate behavior in the classroom (cell phone,
tablets, computers and side-by-side conversations unrelated to the matter
under study), the entrance and exit of the classroom without proper teaching
authorization restrict any kind of effort and strategy used by the teacher.

Without pretending to ridicule the students' answers, but showing the
geometric immaturity of answers, we present two examples where there is a
clear confusion between geometric figures in the plane and geometric figures
in the space. It was observed in the 2nd written test, a true false question, that
11 of the 33 evaluated students responded, “the square is a polyhedron”
(Figure 1). In another question, a student responds correctly that the sentence
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"the base of a cone is a polygon" is false, correcting it and saying that "the
base of a cone is a polyhedron” (Figure 2).

ii. O quadrado é um poliedro (\/"); © x A basedeum cone ¢ um peligone ( ). <
pc\,u_ e(\(( b

Figure 1. Example of mistake Figure 2. Misconception

A fact that makes us always surprised is the confusion between the
perimeter, the area, and the volume, and, specially, the use of measurement
units.

It was asked in a written test, to compute the edge of the base of a
quadrangular prism given its volume and height, expressed in different
measurement units. We have witnessed two failures: (1) many of the students
were not able to detect that the units of measure were different, so proceeded
to normal division operation, interpreting the result as the desired answer; (2)
others divided the volume by the height of the prism and interpreted the
results of this operation as the desired edge length of prism. In fact, in these
conditions when divided the volume by the height we get the area of the base
of the prism. It was evident the exchange of measurement units. The worst
confusion was the use of the squared measurement unit of the area for the
length measurement unit of the base edge. Notice that the Units of Measure
topic is introduced in elementary school, being constantly used throughout
the academic path.

The teachers must use different strategies to fill such gaps. They must
insist that students need to always keep in mind the unit of measure used, in
particular, the use of linear units for lengths, quadratic units for areas, and
cubic units for volumes.

According to our experience in teaching in different courses, we
notice that in certain classes not directed to Mathematics there is a greater
difficulty in abstracting Geometry problems. We reinforce at an early stage
that the appropriate path must be from the concrete to the abstract. Another
difficulty we noticed in teaching and learning Geometry is that a problem
can be solved in several ways. So, there is not a single solution pattern that
the students “memorize" and then "reply".

Below we present the graphics with our evaluation results. Figure 3
shows the evaluation results of the first written test, where from 90 students
enrolled only 62 attended. From these 62 students, 8 got a positive grade,
with values ranging from 9.5 to 14.1 out of 20. Only two students achieved
the highest score. The lowest grade was 0. Under these conditions, the
percentage of success in the first written test was 13%.
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Figure 3. Results of 1% written test
In Figure 4 we observe the evaluation of the second written test. Of
the 62 students who attend the first written test only 32 made the second
written test. From these 32 students, 14 students got a positive grade, with
values ranging from 9.5 to 19.2 out of 20. Only one student achieved the
highest score. The lowest grade was 1.6. Under these conditions, the
percentage of success in the second written test was 44%.

2nd written test
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Figure 4. Results of 2" written test

In order to give an overview of the general behavior, the Figure 5
depicts the evolution of the class. The columns represent: (a) the number of
all students enrolled; (b) the average of the students who attended the
geometry classes in the plane; (c) the number of students who carried out the
first written test; (d) the student average that attended the geometry classes in
space; (e) the number of students who made the second written test; and
finally (f) the number of students that have achieved success in the
Curricular Unit with the two written tests.

At the time of writing, it is impossible to inform the final
performance of the class, since the exams period is still to come (from June,
15th to July, 17th of 2015).
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Figure 5. Evaluation of the class
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With the help of the diagnostic test we were able to get a clear picture
about the knowledge and skills degree of the class. Notice that only 12% of
the group was in a position to be successful. Upon this background, some
strategies have been applied to improve the knowledge. In the end, we
achieved a success rate of 23%, which shows some improvement and a
certain efficacy in the strategy we followed. Nevertheless, we are aware that
there is still much work to be done.

Conclusion

Despite all efforts and exceptionally created conditions, the results
were no better than in previous editions of the class. One of the reasons for
the failure is the high degree of student absenteeism. From 90 students
enrolled, 23 never attended any class.

We present the comments of Diana Lewis [1] on the causes for
students not to like Geometry.

It goes without saying that students typically tend to dislike (or hate)
Math more than other subjects.

As we know, many subjects fall under the Math umbrella, e.g.,
Algebra, Geometry, Trigonometry, Pre-Calculus, Calculus, and Statistics.
But have you ever stopped to wonder why many students tend to struggle so
much in Math?

Some answers:

1) Many students simply do not understand Geometry: while most
subjects have something that students can relate to or find interesting,
Geometry is conceptually difficult for some learners. Aside from not
understanding it, most often they do not see why it is important for them to
learn.
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2) Geometry is not interactive: many subjects, like Language Arts,
writing, and even Science can be very exciting for students because they get
to actively take part in the learning process. Geometry may seem boring to
them because they have to memorize and follow sets of rules, many of which
do not have exceptions.
3) Poor relationship between student-teacher: If a student feels that she
does not have a pleasant relationship with the Geometry teacher, the student
may be more likely to do poorly in the class. When the class size is too big,
the student can easily begin to feel lost and overlooked.
4) Negative experiences in previous Math classes: every student that has
had at least one negative learning experience in her educational history,
whether it was in elementary school, middle school, high school, college, or
a trade school. Sometimes, all it takes is one negative experience to take the
fun out of a subject forever. If this has happened to a student, it is important
for them to try to reverse that process. Geometry can be very fun for
students, but if they start in a state of mind that they hate Geometry, it would
be very unfortunate and hinder their success.

To guarantee the success of the Geometry, either in teaching or in
learning, its concepts must be explained and understood, never memorized
by the use of its formulae. We cannot forget that we learn by doing!
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Abstract

Abstract text, In recent years the growth in the use of new
technologies, especially the internet, has given birth to new problems that
deserve to be evaluated. The use of technologies of Web 2.0 poses new
challenges as to the powers of employers in using the information disclosed
by the employees. The new web phase in which we live today offered an
active role to the user, removing him from the shade of a passive position.
This mutation of borders created new interaction paradigms insofar as the
notion of time and space was altered, which could lead to serious
consequences as far as the utilization of online social networks is concerned
as well as its impact on the employment relationship. The boundary between
what may or may not be published by the employee on online social
networks like facebook, twitter or blogs is not always clear. But, the
employee’s privacy concerning information available in online social
networks which can be used by the employer within the employment
relationship, also deserves protection. In this article, we intend to analyze the
characterization of online social network on the web 2.0 in order to better
understand, at a second stage, the effects of its use in the working
relationship.
. _________________________________________________________________________________________________________________________|

Keywords: Online Social Networks, Web 2.0, employer power, privacy

Introduction

The study of human relations in workplace is a continuous challenge
that could benefit from the new technologies of communication. In fact,
internet has become a fundamental support of contemporary culture, causing
changes in the economy, society, culture and in the way human beings relate
to each other. It is beyond doubt that, in the last decade, our society has been
strongly influenced by the internet with all the ensuing consequences for
man and society. And, invariably, this has results in one of the most
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important dimensions of human life, ie, working life. Indeed, the entire
context in which the person-employee moves has been undergoing
progressive changes related to the use of new information and
communication technologies in the workplace. In the context of this new
reality, we are faced with problems as to the processing of data belonging to
the employee‘s private life and that, by integrating the sphere of privacy,
should somehow be the subject of protection.

The new frontiers of Web 2.0

The present problems grew alongside with the growth of the Web 2.0
applications. We are talking about the second generation of the World Wide
Web, where there is an area for collaboration, interaction and information
sharing. The simplicity of publication and the quick storage of information in
online social networks, enabling each individual to create a space where each
person filters and controls the information, are seen as the strong points of
the Web 2.0.

The idea is that the user no longer has a passive attitude towards
information but has also became its producer underlies the new paradigm.
The term Web 2.0 is, in fact, used to describe the progress on the Internet
where the user produces, manages, organizes and publishes information. The
web 2.0 applications, which allow the user to post and exchange information
online include blogs, wikis, RSS, podcastings and online social
networks (Grabner-Krauter 2009, 505). With the aforementioned
applications it is possible to customize the contents that each user publishes
enabling the information considered to be relevant, to be filtered on each
personal page.

“The essential difference between Web 2.0 and the traditional Web is
that the content is user-generated, and there is considerably more
collaboration amongst Internet users. The most interesting Web 2.0
application in recent years in the emergence of online social networks or
virtual communities which have opened up possibilities for rich, online
human-to-human interaction unprecedented in the history of Internet
communication.” (Grabner-Krauter 2009, 505-506)

As it is mentioned by Fumero (Fumero and Roca 2007, 13), Web 2.0
is characterized for being the web of people as opposed to the web of data, in
which the social and the technological interact, producing changes on one
another. Indeed, the use of these new technologies of web 2.0 has sparked
three major changes: on one hand the critical capacity of users, who now
have new tools to communicate with the world, was enhanced; on the other
hand the facility in the publishing of information led to the creation of
communities around common interests, which in turn led to the
strengthening of interpersonal relationships of a community; ultimately, the
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validation of content is more reliable, due to the greater number of
individuals involved in the production of information (Siméo 2006, 14-15).

The user’s initiative in disclosing information

As we have seen, nowadays user is not limited to adopting a passive
attitude of consulting information but he is its producer, building its contents.
Thus, the words of Mc Luhan, 1967, are extremely up to date “we shape our
tools and they in turn shape us” (McLuhan 1967, 294), stressing that man
cannot be limited to a passive attitude but must build and share knowledge.

But in fact, nowadays, the stronghold of privacy is an increasingly
expanded concept, given the amount of information available online
pertaining to the private life of each individual. The most curious thing to
note is that much of the information made available on online social
networks was placed by the user who thereby gives his/her consent to the
disclosure of personal data. Moreover, as Grabner-Krduter wrote the
common profile of the online social network user discloses information
about address, pet name, surname, which school is he/she attending and other
details of family life that are often fundamental data to, for example, retrieve
a password (Grabner-Krauter 2009, 505). In fact, that is “the kind of
information used for security or ‘lost password” questions for online banking
and other confidential services” (Grabner-Kréauter 2009, 505).

To that extent, when it is the user who voluntarily enters the
information, updates the data, creates profiles and interest groups, various
issues have risen as to the access and use of the aforementioned information.

The problem in question gains an even greater relevance if we think
that the user / employee is extremely exposed when allowing "friends of
friends ..." to have access to personal information available on online social
networks when a study shows that as far as the average user is concerned,
55% of the friends are colleagues, 16% hierarchical superiors, 13% clients,
11% suppliers and 5% others (Ray 2011, 128).

Personal information available on online social networks in the
employment context

Online social networks have placed new challenges in the context of
employment relationships that go beyond productivity problems due to
improper use of these tools during working hours. The new problems
include, for instance, negative comments about the employer or colleagues or
questions on the use that the employer can make of such data.

Registration in online social networks is often associated with
reference to the company or institution where one works. This information
although seemingly harmless, could have serious consequences on the
employment relationship. In outlining that relationship between a person and
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a given company, voluntarily or not, a bond between the image of the
organization and the contents disclosed by the employee is created. On other
occasions, the publication of images or comments regarding the individual’s
private life can not only affect the corporate image which the employer
intends to protect but also the employment relationship.

Another relevant aspect in this context concerns the publication of
information relating to internal and confidential matters of the company that
may lead to causing damage and sever the trust established in the
employment contract.

It appears then to be clear that the use of online social networks by
employees is a source of conflict. However, nowadays, we cannot limit this
question to the misuse that the employee can make of this tool once the
employer may, as well, misuse the contents available therein.

This latter hypothesis concerns cases where, in the recruitment
process, the employer decides to investigate the candidate's profile on online
social networks. Thus, though, for example, facebook or twitter he can have
access to very personal information that is in no way related to the skills
required for the job but may have a lot of weight at the time of the selection
process.

“The use of new technologies of the Web 2.0, and most of all the use
of online social networks led to the user to have a positive and active attitude
interacting with others, abolishing the notions of time and space, and
changed the Labour landscape. The internet and the e-mail, the use of online
social networks like Facebook or Twitter, Orkut, Friendster, or Linkedin, the
blogs, the forums, turned the control of the employer to a more and more
present and intrusive one, affecting the workers' privacy.” (Moreira 2013,
76)

We are hence before a double problem once the misuse of online
social networks can be seen both on the employees as well as on the
employers side, which only highlights the fact of this being an issue with an
enormous study potential.

On one hand, with regard to the use of online social networks by the
employee there should be a greater awareness of the impact of their
respective conduct. This due to the fact that employees must refrain from
posting messages that could affect the company's image, always taking into
account the criteria of proportionality and reasonableness. Ideally, the
internal regulations of a company should alert for this type of cases without
forgetting the entire regulatory framework, including constitutional,
applicable to it.

On the other hand, regarding the use of social networks by the
employer to find out information about the private life of the employee, the
solution will depend on the scope of the privacy concept to be adopted. In
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this case the ratio of the intensity of privacy proposed by Moreira should be
adopted. If the user’s profile (employee or applicant) is a private one, and in
case of private online social networks there is a legitimate expectation of
respect for his/her privacy (Moreira 2013, 79). In the case of the privacy
settings being configured to allow other users to access the employee’s
profile his/her expectation of privacy will be reduced but, even in that case,
the employer may not use such information if it is not directly related to
one’s suitability for the job.

In analyzing these issues, one should also take into account the type
of online social networks: in case of a private online social network, the
employer won’t gain access to the information but may limit its use in the
workplace; in case of a free access professional online social network or a
network whose access was supplied by the employer, the employee can
access the information therein offered (Moreira 2013, 78).

Future perspective: the point of no return

In terms of future perspectives, it could be said that the use of online
social networks introduced by Web 2.0 has dramatically altered the way in
which people relate to each other, and this requires new solutions for a new
process of interaction that will not stop growing. Despite all this, the answer
to the various questions that the use of online social networks brings to the
employment relationship should not be the same.

The availability of online contents seriously interferes with the
privacy of every individual and therefore it also interferes with the
employee's privacy before the power of the employer. In face of this scenario
one must be careful with the fact that “in our own day scientific and
technological advances have raised the spectre of new and frightening
invasions of privacy.” (Bloustein 1964, 963).
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Abstract

In this paper we explore the importance of analyzing the
exercises that the manuals have in Mathematics study, because the
difficulty of identifying some errors on them can interfere with the
capabilities of children. We work with some exercises related to the
theme of temporal notions, based on a survey of textbooks from the 1st and
2nd grade (K-1 and K-2). Our concern is to alert about the importance of
reflecting on the content of the books, in order to promote a teaching-
learning process tailored to the needs of children. The activities present in
the manuals should allow children to develop their logical- mathematical
reasoning, for later be able to understand and apply mathematics. To this
end, we present some reflection about the exercises of manuals, and we
give our opinion about what is the correct and incorrect. Also, some
activities are suggested, among which were implemented with children of
the 2nd grade, K- 2, along the experiments that support our work.

Keywords: Reflection; children; logical- mathematical reasoning and
temporal notions

Introduction

The study in question focuses on the analysis and reflection of
present exercises in textbooks of the 1st cycle of basic education. It has been
proposed as part of the course Fundamentals and Applications of Elementary
Mathematics, belonging to the master's Pre-School Education and Training
of the 1st Cycle of Basic Education of the University of the Azores, Portugal,
orientated by Jo&o Cabral, PhD. The importance of this study takes place in
the context of learning to be critical, to doubt that not everything that is
exposed in textbooks is quite correct, because some failures can emerge in
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edition process due to the author’s interpretation of a certain topic or printing
process.

Our experiments, about the temporal notions, targeted the K-1 and K-
2 level, based in manuals used on the years from 1995 to 1996 in Portuguese
schools. Our goal was to explore the concept of time, evaluating the temporal
notion that children can have. So, with the presentation of various exercises,
we analyze some textbooks.

The temporal notion is difficult to define because it is related to
something abstract where the child cannot manipulate, observe and verify.
"The time is not perceptible as such, unlike the space or the speed, since it is
not perceptible by the senses. Only takes perception of the consequences of
its action, its speed and its results.” (Piaget, 1963, cited by Sousa, 2012). For
example, a child who in the course of a race know who was in 1st or 2nd
initially did not have the notion that the first took less time than the others,
only you realize that was the first to arrive.

Also for adults the time accuracy it is not always easy, if it was not
the aid of the clock hardly humans know how many seconds, minutes or
hours passed. Note that when love is an activity looks like the "Time Flies"
and when you do not like it seems that time “Takes Forever”. Now, the same
happens to children, the only difference is that they do not already have
responsibilities and so do not care about the passing hours. Hence it is
important to explore the temporal notions with children, so that in the near
future they learn to value time. They must realize that time does not stop, or
go back in order to get the most out of life and know how to live.

Notes about notions of time

In figure 1 and figure 2, are presented some exercises associated to
temporal notions that we can find usually on textbooks of K-1 and K-2
levels.
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AELACIONAR DIA/SEMANA NOGOES TEMPORALS

> G| B | B
e : .
Figure 1: page 87 of K-1 ) Figure 2: page 88 of K-1 book
(Monteiro,1995) (Monteiro,1995)

From the five exercises presented in Figure 1 and Figure 2, in our
view, two of them are well achieved: the first of page 88, asking to see a
picture of the day and one of the night and compare, and the exercise of
"Ana went to Lisbon.” In the first, it is important that children realize that in
the morning until dusk there is a timeline. In the second exercise, the child
must realize that the use of transportations can decrease or increase travel
time.

The remaining exercises, in our view, have some mistakes that can
induce the child in error. In the first exercise, we start by criticizing the order
of the days of the week, Figure 1. If in fact the first day of the week is
Sunday, the exercise should start on Sunday. The child must associate
second to second day because the truth is that this is the first exercise
associated to time and it is intended that the child realizes how many and
what day of the week. After at least until Wednesday, the tasks that are
presented are tasks that occur every day. We think it would be more
interesting if each student at the end of the class write about the events that
they liked on that day. Starting to apply and explain to the day of Sunday -
"What else do you liked to do yesterday?" - And end what they liked to do
on Saturday.

The following exercise, on the same page, can also confuse the child,
because imagine that, for example, during the week it rained every day. The
child believes in what they see and the exercise would not make sense. One
solution would be to explain that that year was a weather forecast for next
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week - interdisciplinary talking about the weather - and later in the week
indicated review and correct exercise.

The last exercise was well done, if the day "today" had not
represented in order to student complete the correct day.

Overall, since this is the first time that the temporal notion is
presented, we find that the exercises are not well achieved on quality,
quantity and if there were any children with special educational needs would
be difficult for them to solve the problem. The child begins to learn through
body movement, handling objects and only later through the written
representation and abstract. Therefore, none of these exercises is
interconnected with practice and much less with the five basic senses to the

learning process.
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Figure 3: page 138 of K-2 Figure 4: page 140 of K-2
(Freitas, 1996) (Freitas, 1996)

In the 2nd year, K-2, we observe an increase of exercises in order to
relate the hours, days, weeks and months. In our view, the activities are
accessible, at least on the manuals that we checked, very similar to (Freitas,
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1996), but nevertheless, they are all mixed. The teacher should respect an
order of learning teaching the child in very well organized step by step
activities. For example, first the clock should have been presented and then
the activities related thereto; then the days of the week and so consequently.

The first exercise of page 140, figure 4, in our view, is not well
explored. Each child may interpret the exercise in a different way and in
addition each has its rhythm. "Read the lesson™; "Make a copy" and "Take
breakfast” are activities whose time have various duration from child to
child. "The morning classes” and "Afternoon classes" will certainly be the
points whose answer is unique (over an hour). This criticism arises because
as we all remember, the exercises are done and corrected at once, and usually
teachers only accept one answer. As for the other points, "Recess™" and "Go
to the movies," are poorly formulated, because if we consider the time-break
in their entirety certainly goes beyond an hour and a trip to the movies as a
child may consider the total time or just the time the film occurs.

Activity implementation

To better understand the child's perspective, various activities was
been implemented with two children of level K-2. First, we applied the
verification form that we can see in figure 3 (summary of all the matter
present in manual) to try understand what the child knows or does not know.
In our opinion, the children will have difficulty answering the questions of
form, because we think the exercises are associated with memory and not the
reasoning and understanding. Then an exercise of the same manual will be
implemented (1st exercise on page 140, see figure 4) which we think is not
well managed. It is intended, therefore, to understand whether children's
responses are consistent and if the exercise is explicit. Finally, it will be
implemented some activities that, in our opinion, are accessible to all
children, especially for children with special educational needs. These
activities are not associated with time, whereas in K-2 only is worked the
notion of “hour” and not the minute, but we think at this stage tasks using
minute and second are already accessible to children (should be explored on
the order second, minute, hour and not backward). The practical activities are
not limited to the use of pen and paper, but the exploitation of one's body and
dramatic expression. With these activities, described below, it is intended
that the child has the perception of the length of certain tasks and develop his
mathematical logical reasoning.

So, using the structure proposed by (Sousa, 2012) we propose the
following practical activities to work the notion of time:
1- Ask students to imitate: the walk of a baby, a young and an old person;
2- Imitate an ice cream melting in the sun and then melting on the shade;
3- To imitate a stone falling and then a feather;
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4- Replicate the water coming out of a faucet and then the water to
evaporate;

5- Ask a child (without having with no clock) to leave the room and, after 1
minute, re-enter. Those in the room register time to check if the time elapsed
are larger or smaller than anticipated,;

6- Request to build paper airplanes or teach how to build and ask to throw us
into the air, all at once, to see what is what remains in the air longer.

Implementation results
The implementation was held on 02/02/2015 with 2 children and

these are presented throughout the work as a child A (6 years old) and the
child B (7 years), both girls, and attending the 2nd year of primary education,
but revealed that not worked the theme of hours. In figure 5, figure 6, figure
7 and figure 8, we present the resolution of the exercises taken from the
manual. The practical activities, proposed in the previous section, were
observed and filmed for a better reflection. I
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Figure 5: Resolution page 138 — Child A Figure 6: Resolution page 138 — Child B
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In the check form, figure 5 or figure 6, with 5 exercises, according to
our interpretation both children have not mastered the hours. In addition,
exercises that are correct are most associated with memory than to the
application of logical-mathematical reasoning. The maturity of the older
child, child B, stands out along the work, it responds correctly to the first 3
exercises. The child A, do not have the notion of time and replies that the
day has 4 hours. However, we believe that answers to four hours because the
"resort to memory" should remember that you've heard anything that ends in
4 (24 hours). In the 2nd exercise, this child only identifies the month of
January, certainly because it was the month that just passed and still
remembers. Both children respond correctly the exercise 3.

In the following exercise, the child A said she did not know how to
draw the clock, so voluntarily we drew the first two, and after the drawing
was asked if she knew represent the required hours, but she did not. The
other child managed to draw the clock format, but did not know how to
represent the hours. Because we were busy with the child A, child B called
for help and the teacher did not hesitate to go help and give answers to it.
Because we were near, we realize that the child did not know how to place
the hours.

In the last exercise, both children had immense difficulties. Without
counting the child A, automatically answered that they were 5 hours (wrong
answer). The child B, once again, got help from the teacher who was still at
his side and said "then you do not know which is 18 — 14 ?". We did not
want to ask to the teacher to leave or wanted to pry, but we tried to be
attentive to the child's reaction and noticed she stared at the exercise without
realizing it because of that account and no realize the final result.

Therefore, it was found that both children are unaware of the clock
and the representation of hours. In addition, the last 2 exercises should not
arise in page 138, because the clock is only explained in detail in next year's
primary and these are not the appropriate exercises to work the time. So the
manual of the K-2 level explores something that only is explored in K-3
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level in Portugal, giving some wrong directions to the teacher that only
follows the manual blindly.

Next we talk about the exercise that we considered wrong, figure 8 or
figure 9. On this was asked the children to identify the tasks that lasted about
an hour. As we expected, the responses were not consistent and these differ
in the following paragraphs:

"Read the lesson™; "The morning classes”; "Recess" (the child B
associated time the total recreational time, as said "When | go out to the three
I'm still in school!);

"Making breakfast" (child B said it took a long time to eat). That is,
there are activities that allow the child to distinguish over 1 hour, example,
when your child says it takes a long time to eat does not mean that exceed 1
hour.

However, three of the points were marked with the same answer:
"Make a copy"; "The afternoon classes" and "Go to the movies." A child
who does not yet realize the temporal notion has difficulty identifying the
duration of one hour. By asking to differentiate more or less time than an
hour, the child only associated with the activity that takes more or less time.
So, we, therefore, consider that this activity is dispensable. The child does
not learn anything new and exposes only on paper their ideas because
exercise does not create any rational problem. Even after correcting the
exercise, for example the teacher says:"Note that breakfast lasts always less
than a hour." we believed that the child got confused as it is something
abstract.

Finally, a number of practical activities, which we believe allows the
development of logical-mathematical reasoning, were presented. They allow
the child to explore the space around her and have free body movements.
The video was used as observation instrument, allowing a better reflection of
what happened.

The first activity was merely exploratory and enabled children be
themselves for a while, but on the following activities has always asked
something about the exercise.

The children joined very well to exercise and they were educational.
We realized that we should have had more attention in the formulation of
questions and they should already be outlined as the way the question is
raised is very important and can induce the child in error. After the
observation of the video, we noticed that we kept too focused approach in
diagnostic evaluation. One of our goals was to understand what the children
knew or not, and tried not to provide answers, not to influence the results.
However, if you opt for an interactive assessment, exploration of practical
activities, we believe we would have achieved better results.
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We consider that practical activities allow teaching-learning process
and will take advantage of these in the near future: the kids loved; allow
develop reasoning; explore the dramatic and body language and are
accessible to all children (can easily be adapted to children with special
educational needs).

In order to improve the practical activities: removed the point that
asked to mimic the water to evaporate; add more activities appropriate to the
level of education concerned and would be more careful in formulating the
questions, trying that were already planned.

Conclusion

According to (Sousa, 1996), "The teacher does not teach; motivates,
encourages and stimulates the student to self-discover, to search, to
experiment, to invent and create. ". It is therefore important to bring the
child's reality and present exercises that have some relation with their day-to-
day. Know how to identify what is the time pointed by the pointer is
important, but children have a lifetime to be able to tell what time it is. In
primary education, it implement activities that somehow "unlock™ the
reasoning of the child, so that later help in learning and understanding
mathematics.

More than decorate, the child must learn to reason. For example, in
the future should have the concept of the day of the week for reasoning and
not by walking constantly consult a calendar. It is important to live and learn
to respect the time because this is always present in life and is untouchable.

In our opinion, on the books that supports the 1st cycle of basic
education: the exercises do not differ much from each other; do not allow the
child to explore, search and create. They are not dynamic and are not
accessible to all children. We can found on them boring and repetitive
exercises that do not allow a gradual evolution, or the development of
logical-mathematical reasoning.

We are human and so we all falter, therefore, teachers should have a
large capacity and at ease to criticize and revise the exercises presented to
them. If focus is only on what's on paper surely that much of the information
is missing in the teaching and student learning process.

In short, those who work day to day with children learn to identify
the best method and rate to be used for these, hence it is necessary that the
teachers themselves create and adapt exercises to their needs and difficulties.

Acknowledgement

The authors are grateful to the referee for a careful checking of the
details and for helpful comments that improved this paper.

119



References:

Freitas, M., and Letra, C. A Matematica do Pequeno Mestre. Gaia: Gailivro,
1996.

Monteiro, A., and Rocha, C. Fio-de-prumo 1 — Matematica. Porto: Livraria
Arnado,1995.

Neves, C., and Costa, R. Descobrir... Os Numeros 3 — Matematica. Porto:
Porto Editora,1997.

Sousa, A. Atividades para o desenvolvimento do raciocinio logico-
matematico. Coimbra: Almedina, 2012,

120



LIFE CYCLE COSTING MODEL BASED ON
TARGET COSTING AND ACTIVITY-BASED
COSTING METHOD AND A MODEL PROPOSAL

Selim Yuksel Pazarceviren, Prof. Dr.

Bayram Dede, PhD Candidate
Istanbul Commerce University, Turkey

Abstract

Excessive levels of competition with globalization has forced
businesses to differentiate into products and prices. Differentiation in price is
only possible with lowest price. Businesses can create differetiation in
products by increasing quality of the products and after sales services. To
provide these, businesses have to know exact cost of the products and
services and they need to design their products and services based on their
costs. At this point, conventional cost systems become insuffi-cient and
businesses need strategic cost management systems. One of these strategic
cost manage-ment tools is the target costing method. Target costing method
focuses on design stage of the product and aims to control and reduce the
costs before they emerge. Conventional cost systems become insufficient in
providing accurate data to target costing. At this point, activity based costing
method provides more accurate data to target costing especially in indirect
costs of products. After sales services which create differentiation in
products have some costs and these costs need to be considered as costs of
the products. In this study, a model is proposed for target life cycle costing
based on activity based costing. In this model, all costs from design stage to
after sales support in product life cycle are considered as product costs and
target cost is calculated using activity based costing method. Finally, the
model is explained using an example.

Keywords: Life Cycle Costing, Activity Based Costing, Target Costing

Introduction

Businesses need to keep lower prices from competitors in market in
order to survive in competitive environment. To achieve this, they have to
detect costs in the best way. At this point, the cost of the system used by the
businesses to provide accurate information is very important.
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Target costing, which is the one of these method aims to determine
the cost of prod-uct at the design stage and reduce cost of the products before
they emerge. The pur-pose of target costing is to manage costs before they
emerge.

The activity-based costing which differs from conventional costing
methods with the distribution of indirect cost method focuses on the
activities. In this method, re-sources are consumed by activities and activities
are consumed by products.

Businesses try to differentiate their products with after sales services
in competitive environment. After sales services include warranty or
installation of the product. Thus, these costs are need to be calculated in the
cost of the product.

The purpose of this study is creating a model for target costing based
on Activity based costing including whole life cycle costs of a product. The
basis assumption of this study is target costing and activity based costing
mutually complementary meth-ods. Featured aspect of this study is target
cost includes the cost of all stages of product life cycle (from designing to
after sales services) based on ABC.

Activity Based Costing

With the increase in competition it has become necessary to calculate
the cost of produced goods and services more accurately. Conventional
costing methods are insufficient to provide efficient cost information.
Therefore, activity-based costing method has come into question.

Although activity besed costing method initially considered for
detecting and controlling the indirect costs, its coverage expanded in the
coming period. (Bengu, 2005).

In general, the activity based costing system can be defined as an
accounting technology that calculates the cost of activities and reflects this
costs to products and customers. Basic logic ot this method is that activities
are obtained from a certain cost and it is based on the products and customers
consuming activities at different percentage. (Alkan, 2005, s. 43).

Conceptual Framework of Activity-Based Costing

For a better understanding of the activity based costing process some
of the basic concepts should be well known. These concepts are, resources,
activities, cost factors and activity center:

Resources: Resources are managed or referenced economic factors
to perform activities (Unutkan, 2010, s. 90). Resources are the elements that
make up costs for a business. Examples of resources can be lease costs, labor
costs, depreciation expenses, electricity, water and etc. expenses. In addition,
some of the resources are directly related to the product (like direct labor,
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direct materials), some of the products are not directly related to the product
(like rent, general and administrative expenses). While the resources are
consumed by products in the conventional cost management system,
activities consume resources in activity-based costing system.

Resources are the elements that are the first financial inputs of
activity based costing system. It is an important step which categories
business resources will ve collected. In this point of view when deciding
what the system's resources are and determining the costs the reference must
be firstly the business ledger records (Alkan, 2005, s. 44).

Activities: Activities are actions that are performed during the
production of a company's products and services (Unutkan, 2010, s. 91).
The first step of the implementation of the activity based costing system is to
determine the activities of the business. The basic function of an activity is to
convert inputs (resources) to output (products). During this conversion
activities consume resources. In other words, activities are the process that
producing goods by consuming resources (Alkan, 2005).

Cost Driver: Cost drivers are factors that determine required the
effort or workload to perform an activity (Unutkan, 2010, s. 91). In other
words, cost driver is a factor that causes a change in the cost of activities
(Bengu, 2005). When the number of activities increases, the number of cost
driver is also increases. One of the main points of activity-based costing
system to decompose the conventional costing system is the concept of cost
drivers. While in ABC different cost drivers for each activity are used, in the
conventional system it is used a single distribution key. This causes to
produce erroneous report of the conventional cost system.

RESOURCE COST ACTIVITY COST
RESOURCES ALLOCATION ACTIVITIES ALLOCATION PRODUCTS

Activity Cost
Driver-1
Activity Cost
Driver - 2
Resource 3
Resource Cost y
Driver-2 i
\ o Activity Cost
Activity-3 c[,':v:r_: ’
Resource 4

Figure 1. Cost Drivers in ABC (Pazarceviren, 2004)

Resource 1 Activity-1

Product A

Resource Cost

Resource 2

Activity-2

Product B

There are two different cost drivers in activity based costing system.
One of them is used for carrying resource costs to activities and the other one
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is used for carrying activity costs to the products (Pazarceviren & Celayir,
2013).

Application of Activity Based Costing

Specific steps for the establishment of activity-based costing system
must be followed. These steps consist of two stages. The first stage is the
stage of costing activities. The second stage is the stage of the installation of
the activity costs to the products. The basic assumption of this system is that
the activities consume resources and the products consume the activities.

This two-stage consists of five steps (Bekcioglu, Gurel, &
Kizilyalcin, 2014):

. Identifying activities: It is the most important step in application of
the activity based costing system. In this step all business activities should be
analyzed in detail.

. Classifying activities: In a business many activities of a product
come out during the ABC application. Because monitiring these activities
seperately is not applicable and economic, activities are grouped according
to a certain criteria. In this stage similar activities can be combined and
grouped. The costs of these grouped activities are distributed to products by
a single carrier.

o Costing activities: After finding activities and activity centers, cost
of the activities process needs to be done. The first step is to calculate the
cost factors. The next step is to distribute the costs to activities according to
cost factors. Cost factor (supply factor) is the measure that define the
relationship between activity and resource costs. These are the measures like
volume, weight, number of workers, man-hours, the number of bulbs, the
number of equipment and etc.

. Selecting accurate cost factors for allocating costs to the
products:

The production process must be examined carefully for determining
used cost factors for allocating activity costs to products. Cost factors should
be determined in accordance with cause-and-effect relationship at this stage.
Three points are important during the selection of cost drivers (Bekcioglu,
Gurel, & Kizilyalcin, 2014, s. 24):

v' Ease in providing the necessary data for cost factor (measuring
cost),
v' The relationship between selected cost factor and the actual
consumption of activities (the degree of correlation),
v Behavior demonstrated by cost factors (behavioral factors).
. Charging activity costs to products: In the stage of charging
activity costs to products, first, unit cost of cost drivers. Then how many
units consumed from these factors by products are calculated. Finally, unit
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cost of factors and unit consumption of products is multiplied and product
allocation cost is calculated. When the same process is applied to all
activities belonging to a product, the activity-based cost of a product is
calculated.

Target Costing

It's become an obligation for businesses to estimate the price paid in
the market accurately, calculate the product costs accurately and assign an
accurate price. At this point, target costing is getting important.

Although the target costing method is expressed firstly by Henry
Ford, it is a concept that is developed by Toyota in the 1960s, used by many
Japanese businesses and conferred in the literature by the Japanese. (Aksoylu
& Dursun, 2001).

Target costing method is used in the first stages before the design and
create a new product's production methods. In this method, the process is
directed by customers, is focused on designing products and is spread over
the entire life cycle. (Coskun, 2002, s. 25). Target costing is a strategic profit
and cost management process to reduce product costs throughout the course
of the product life (Alagoz, Yilmaz, & Ay, 2005).

Due to the occurance and development of target costing in Japan it is
defined by Japanese researchers in different ways. The prominent names are
Hiromoto, Sakurai and Monden. Target costing is defined as the main
function of market orientation and dynamic cost management by Hiromoto
where as it is defined as effective cost management tool in reducing product
costs through other departments by Sakurai and Monden. According to Peter
Horvarth and Werner Seidenschwarz target costing is a strategic cost
management method that converts information about the product, market and
resources to a quantitative measure based on the strategic foundation
(Pazarceviren & Celayir, 2013).

The main purpose of target costing could be specified like this:
(Alagoz & Ceran, 2006, p. 66):

v Consolidate being market-oriented; product planning within the
framework of activity planning area; customer, competition and supplier
oriented.

v In conjunction with with the Value Engineering, in reducing costs
based on customers and competition correcting designs and forcing
improvements

v At all levels of production forcing to a full-time control for specific
and / or external development and specific and / or external production,
v In conjunction with capacity utilization planning and capacity

planning forcing a Simultaneous Engineering.
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Target Price, Target Profit and Target Cost

Target costing concept has emerged as the result of two important
factors related to cost and market. One of them is the price determined by the
market. Nowadays as a result of increasing competition businesses have lost
the control over determining the price of products. Therefore, the price is
determined by the market. The other cause that has a influence on the
emergence of target costing is that determining the large part of the products'
costs at the product design stage (Pazarceviren & Celayir, 2013).

Target cost simply is the cost of resources consumed in producing the
product to sell a product at an targeted profit (Coskun, 2002).

Target costing has quite a simple formulation and calculated as
follows (Alagoz, Yilmaz, & Ay, 2005):

. The product sale price on the market is determined.
. Targeted profit margin deducted from the sales price.
. The remaining figure is the cost required to produce the product. This

cost is the product of target cost.
Target Cost = Target Price — Target Profit

Target sales price and sales volume is determined by the information
obtained from customers. The target profit, concernng the desired rate of
profit in all product life cycle is found by the result of long-term profitability
analysis. Target cost is the difference between the two (Coskun, 2002).

Basic Principles of Target Costing Method

There are six basic principles of target costing. Because these
principles take a different approach in terms of the cost management they
reveals completely different approach than conventional systems in terms of
cost and profit planning. These six key principles are (Swenson, Ansari, Bell,
& Kim, 2003):
. Costing in accordance with the price: Market prices are used to
determine the target cost. The target cost is calculated using the following
formula. Market Price - Needed Profit = Target Cost
. Concentrating on customer: Considering and analysing the
customers needs and expectations on the quality, cost and time for product
design and process decisions.
o Concentrating on product design: Cost control starts at the stage of
the product design. Therefore, engineering changes must be made before
production begins. Target costing aims to make cost savings before the
product produced. 80-85% of the cost of the product arises in the product
design process. Therefore, the design stage is the most important principle of
target costing (Hacirustemoglu & Sakrak, 2002).
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o Extensive involvement: Participation in the whole process from the
design of the product to final state with cross-functional product and process
team.

o Paying attention to value chain: All members of the value chain
(such as suppliers, distributors, customers) are included in the target costing
process.

. Costreduction during whole product life cycle (A life-cycle
orientation): Costs that are over the entire life cycle of the product should be
reduced. Costs include purchasing costs, operating costs, maintenance costs,
a distribution and service costs.

Target Costing Process

Target costing is composed of the following three processes
simultaneously or sequentially with each other:
. Market level costing: Starting point of target costing is the costing
at market level. Due to the market level costing the information is collected
about customer needs and prices they are willing to pay for their needs
(Cooper & Slagmulder, 1999). By conducting the market analysis in this
stage new products' position in the market could be detected and also
products’ costs at an acceptable level could be detected. The information
taken from there will be transferred to the product level.
o Product-level costing: Acceptable costs detected in the stage of
costing at market level acceptable costs of target costing are transferred to
the product level. At this stage working on product design and production
process starts. Designers work with the cost pressure. The purpose of the
costing at product level is to provide designers focus on the cost of the
product and discipline the costs.
. Unit- level costing: After the target cost at product level is
determined target costs received from product level are transferred to the
compponents of product. Thus for the unit that will be purchased to the
suppliers target cost is indicated. Suppliers are obliged to produce the units
assigned to them in the framework of target costs. By this way according to
the target cost obtained at market level suppliers must discipline their costs.

Relation Between Target Costing and Activity-Based Costing

Target costing is related to the activity-based costing on three points.
The first one is determining the estimated cost. Activities that are used on the
indirect areas depending on the product, can be analized by original activity
costs. The second, activity-based costing can determine the cost drive of the
product planning and the design offer. Subjects such as product
diversification, usage of standard parts, chain of distribution, purchasing and
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production, has to be compatible with market requirements. While target
costing provides information formarket requirements and cost goals, activity
based costing can present cost structures of design alternatives. The third,
activity-based costingcan be used as a tool for achieving target cost.
Activity-based costing which identifies the activities required to realize
specific product functions and related to this, determines the cost allocation
keys, assists to determine the optimal value area by transferring activity costs
to product (Horvath, Gleich, & Schmidt, 1998).

Product Life-Cycle Costs

With the increasing competition suppliers whose profit margin has
been shrinked must determine the prices in a more clear way. Therefore, they
need to calculate the endured costs throughout product's all life stages from
the product's research and development stage to the after sales costs.

Research & Design Production Sales & Customer
Development g Dsitribution Services

Figure 2. Life Cycle of A Product (Blocker,vd., 1999, p.134)

Product life cycle of a new product to be introduced to the market can
be determined as before market and after market at two stages. Market entry
stages are defined as the process from the idea stage to the
commercialization stage. After market entry stages are evelopment, maturity
and decline stages. During each stage of the product life of the product
should be evaluated according to different criteria.

Sales
Introduction Growth Maturity Decline
Sales Low High High Low
Competition Low High Very High Low
Price High Downtrend | Low Low

Figure 3. Product Life Cycle Stages (Kaygusuz, 2011)

In Figure 3 changes that occurs during the product life of a product
take part. Whereas sales volume is low in the entry stage, it increases in the
development stage, slows down in maturity stage and quite decreases in
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decline stage. In contrast, whereas prices are high in entry stage, they
decreases at later stages.

As shown in Figure 3, it is the product price that set by the market
and is the main issue of target costing. Because price of the product is
determined by the market and a profit determined based on this price and
target cost of a product calculated according to this.

Due to the cost of the product during product life cost occurs in three
stages:

v Activity costs came forward to place on the market until the
commercialization stage of product (Kaygusuz, 2011). Market research
costs, research and development activity costs, design and testing costs are
included at this stage.

v Production and activity costs occurred after the product
commercialization (Kaygusuz, 2011). Production and distribution costs
occur at this stage.

v Activity costs occurred after the sale of the product. Technical
service, return etc. costs are included in this group.

The difference introduced in this study is that in target costing
method it is considered the whole life cycle of the product and activity-based
costing system is used in calculation of the target cost.

A Model Proposition For Determining Product Life-Cycle Cost

Effective and cocsistent target costing process requires the activity
based costing model. Thus, value obtained from the model will be much.
During the application of activity based costing method whole life cycle of
the product must be considered. Because the purpose of the activity based
costing is revealing the product costs in the best way.

In this study the whole life cycle of the product is considered and
then a target costing model is set out. Data used in target costing obtained
from the activity based budgets in our model. The costs incurred in the life
cycle of the product is handled in three periods:

v Costs incurred before production
v Costs incurred during the production and sales,
v Costs incurred after sales

Difference presented in this study is that costs occured during the life
time of the product are included target cost by activity cost method.

Costs incurred before production are costs like research and
development costs, market research costs, general and administrative costs
and financial costs. These costs are generally indirect fixed activity costs.

The costs incurred during the production and sale are fixed / variable
and direct / indirect resource and activity costs.
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Costs incurred after the sale are distribution costs and after sales
support costs. After sales support costs are included technical support costs
as well as costs of collected, repaired or exchanged and re-delivered to
customers of returned products from customers. In the meantime
bussinesses have to consider the activity costs of maintenance and spare
parts for a certain proportion of products sold and include in their budgets.
Because these costs are proportional with the amount of sales they are
defined as direct variable costs. On the other hand it must be considered that
technical support also has a fixed cost. This cost is assessed as indirect fixed
resource cost.

Target Activity Cost
{Research and Developlemnt,
Sales,Marketing,Distribution Costs)

Target Resource Cost

~ I
I _ | | |
: : . Direct Fixed Indirect Fixed Direct Variable
jiiiectiiixed Variable Resource Resource
Activity Costs Activity Cost Resource

Costs Costs Cost

=» RED Cost

=*Market Research Cost
=» General Management
< Financial Activity

BEFORE
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= Direct Material
2 Indirect Foued = Direct Labor
Production Resource = Direct Variable
Costs Production Resource
Costs
= Direct Variable Labor |
Cost After Sales Support

| < General Management =* Financial Activity
=¥ Financial Activity 2 ind ariable
=¥ Indirect Fixed Sales Cost
=¥ Indirect Fixed > iahle
Distribution Cost Distribution Cos

PROCUCTION
B SALES

=¥ Indirect Variable
After Sales Support
Cost

=¥ Indirect Fixed After

P Indiresct Fized Production
Sales Support Cost Resource Costs

PRODUCT LIFE CYCLE

AFTER SALES

"
<

| ACTIVITY BASED COSTING |
I

| TARGET PRODUCT COST |
Figure 4. Life Cycle Costing Model Based on Target Costing and Activity-Based Costing
Method

Costs that will occur throughout the product life cycle (before
production, during production, sales and after-sales period) are included into
the target costs according to the activity based costing system.
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Table 1.Life Cycle Costing Model Based on Target Costing and Activity-Based Costing Method

Res. / Fixed/ Life Cycle Cost Elements Cost Accounts Data Source
Act. Variable
Activity  Indirect Before Indirect fixed R&D R&D Cost Activity Cost Budget
Costs Fixed  Production  activity costs of the System Of The
Activity products in R&D Business
Costs departments
Indirect fixed market Market Activity Cost Budget
research activity costs  Research Cost System Of The
of the products in R&D Business
departments
Indirect fixed general General Activity Cost Budget
management activity Management System Of The
cost before production Cost Business
Indirect fixed Financial Financial Activity Cost Budget
Activity Cost before Activity Cost System Of The
production Business
Production  general management General Activity Cost Budget
& Sales  budgeted activity costs ~ Management System Of The
during production and Cost Business
sales
Finance departments Financial Activity Cost Budget
budgeted activity costs  Activity Cost System Of The
during production and Business
sales
Indirect fixed expenses  Indirect Fixed  Activity Cost Budget
during production and Sales Cost System Of The
sales Business
After Indirect fixed expenses  Indirect Fixed  Activity Cost Budget
Sales of distribution Distribution System Of The
Cost Business
Indirect fixed expenses  Indirect Fixed  Activity Cost Budget
of after sales support After Sales System Of The
Support Cost Business
Total Indirect Fixed Activity Costs
Variable Production Financial cost of Financial Activity Cost Budget
Activity & Sales production and sales Activity Cost System Of The
Cost activities Business
Indirect variable costs Indirect Activity Cost Budget
of the products in sales  Variable Sales System Of The
& marketing Cost Business
departments
Total Production & Sales
After Indirect variable costs Indirect Activity Cost Budget
Sales of the products in sales Variable System Of The
& marketing Distribution Business
departments Cost
Indirect variable Indirect Activity Cost Budget
resource costs of the  Variable After System Of The
products in after sale Sales Support Business
support departments Cost
Total Variable Activity Cost
Total Activity Costs ( Fixed + Variable)
Resource  Direct  Production Direct Fixed Direct fixed Activity Cost Budget
Cost Fixed & Sales Production Resource production System Of The
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Res. / Fixed/ Life Cycle Cost Elements Cost Accounts Data Source
Act. Variable
Resource Costs Of The resource costs Business
Costs Products in
Departments
Direct Fixed Activity Direct Fixed Activity Cost Budget
Costs Of The Activity Costs System Of The
Products in Business
Departments
Total Direct Fixed Resource Costs
Indirect Production Indirect Fixed Indirect Fixed  Activity Cost Budget

Fixed & Sales Production Resource Production System Of The
Resource Costs Of The Resource Costs Business

Costs Products in

Departments
Total Production & Sales
After Indirect Fixed After Indirect Fixed  Activity Cost Budget
Sales Sale Resource Costs Of Production System Of The
The Resource Costs Business
Products in
Departments
Total Indirect Fixed Resource Costs
Total Fixed Cost ( Direkt+Indirect)

Direct  Production Direct Labor Expenses  Direct Labor Direct Labor Time
Variable & Sales Cost And Pay Sets Of The
Resource Products Based On

Cost Direct Labor Operation
List
Direct Material Direct Material Standard material
Expenses Cost quantity and price sets
of the products based
on product tree
Energy Expenses Direct Variable Resource consumption
Production amount and price sets
Resource Costs of the products
Other Direct variable  Direct Variable Resource consumption
Expenses Production amount and price sets
Resource Costs of the products
After Direct after sales Direct Variable Direct labor
Sales support labor expenses Labor Cost consumption amount
After Sales and price sets of the
Support products based on

Spare parts and other
material expenses after
sale

Electricity and other
Direct variable
Expenses

Direct Variable
Material Cost
After Sales
Support
Direct Variable
Production
Resource Costs

Total Direct Variable Resource Cost
Total Resource Cost (Fixed + Variable)

saled products
Standard material
quantity and price sets
of the products based
on product tree
Resource consumption
amount and price sets
of the products based
on saled products
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In this model cost of the product that will produce is obtained in two

stages:
v Calculating the production cost of products to be produced.
v Calculating the activity costs (non-production costs)

Another discrepancy in this model is including the costs occured after sales
into the target product cost. Costs incurred after the sale are as follows:

v Distribution costs: Logistics and distribution costs incurred to
deliver the product to the customer after the sale of the product

v Technical support costs: Technical support costs provided to
customers to use the product after reaching to customer. After the product
has been sold it is important to include offered as free technical support costs
into the product.

v Repair and maintenance costs within the Warranty Period: To
include warranty costs within the warranty period for the product into the
product is important. In this part variable direct labor, direct variable
material costs and indirect fixed costs are used. In the target costing process,
it must be budgeted that this cost has a certain percentage in the sold product.
v Return Product Cost: After the product reached to customer
sometime it may be returned for some reason. At this time return product
costs are occured. Costs incurred in this case they are reverse logistic costs.
In the target costing process, it must be budgeted that this cost has a certain
percentage in the sold product.

The following example is used to illustrate the above.

In the sample target cost of a product is calculated as of year. It has
been a R&D study for the product for a year. The product is planned to be
sold throughout 5 years.

In addition because of having a warranty period of two years costs
that occur after sales are also considered. In other words, after the product
sold throughout 6 years the cost of after sales will occur for two years.
Although product remains on the market throughout five years business will
bear a cost for 9 years.

Target costs over the life cycle of products is summarized in the

Table 2.
Table 2. Cost of the Products in Life Cycle

Period/Years Before Production Production & Sale After Sale

1st R&D Costs

2nd Direct/Indirect Resource f Activity Costs  After Sales Support Costs
3rd Direct/Indirect Resource f Activity Costs  After Sales Support Costs
4th Direct/Indirect Resource f Activity Costs  After Sales Support Costs
5th Direct/Indirect Resource f Activity Costs  After Sales Support Costs
Gth Direct/Indirect Resource f Activity Costs  After Sales Support Costs
Tth Direct/Indirect Resource f Activity Costs  After Sales Support Costs
Bth After Sales Support Costs
Sth After Sales Support Costs

133



Target costs of the products is calculated by using activity based
costing method over the years. Activity based costing method provides more
accurate cost information to target costing. In the calculation of unit costs,
costs are classified into two parts as resource costs and activity costs.
Resource costs are clasified into two parts as fixed costs and variable costs.
In addition, all costs in whole life cycle of the product ( before production

and after sales support costs) are included in the target cost products.
Table 3. Unit Direct Variable Resource Costs

lyear 2.year J.year  Adyear S.year 6.year J.year 8.year  9O.year Total

Direct Variable Resource Cost

m (1 (T1) () () (1) () (1) (1) (1)
Direct Material Costs 150.000 309.000 353.496 257.501 202.572 170.499 1.483.468
Direct Labour Costs 200.000 420.000 480.480 412.776 280.688 240.924 2.034.867
Direct Var. Prod. Res. Costs 125.000 257.500 2594.580 248.251 168.810 142.082 1.236.223
Direct Variable Finance Costs 8.000 16.480  18.853 15.888  10.804 9.093 79.118
Direct Variable Sales Costs 50.000 103.000 117.832 99.300 67.524  56.833 454.489
Total 533.000 1.105.980 1.265.241 1.074.116 730.399 619.430 5.328.166
Budgeted Sales Amount 100.000 200.000 220.000 180.000 120.000 100.000 920.000
Unit Direct Variable Cost (TL/unit) 533 553 5,75 5,97 6,09 6,19 5,79

Direct variable resource costs are shown on Table 3. Direct variable
resource costs include direct material costs, direct labour costs, direct
variable production resource costs, direct variable finance costs and direct
variable sales costs. Unit direct variable resource costs is calculated by

dividing direct variable resource costs to total quantity in every year.
Table 4. Unit Direct Fixed Resource Costs

Direct Fixed Resource Cost 1year 2year 3.year dyear 5S.year byear  Jyear  8year  9year Total

(TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL)
Direct Fixed Production Resource Costs 20000 20000 20000 20000 20000 20000 120.000
Direct Fixed Marketing Resource Costs 40000 41200 42343 44133 45016 45466 258.664
Direct Fixed Sales Resource Costs 50.000 52500 54600 57.330 58477 60231 333137
Direct Fixed Distribution Resource Costs 40000 41200 42848 44133 45016 45466 258.664
Direct Fixed Finance Resource Costs 6.000 6.180 6.427 6620 6752 6.820 38.800
Direct Fixed GM Resource Cost 40000 42000 43680 45864 46781 48.185 266.510
Total 196.000 203.080 210.403 218.081 222.043 226.168 1.275.775
Budgeted Sales Amount 100.000 200.000 220.000 180.000 120.000 100.000 920.000
Unit Direct Fixed Resource Cost (TL/unit) 1,96 1,02 0,96 1,21 1,85 2,26 1,39

Table 4 shows the unit direct fixed resource cost of the product.
Direct fixed resource costs include direct fixed production resource costs,
direct fixed marketing resource costs, direct fixed sales resource costs, direct
fixed distribution resource costs, direct fixed finance resource costs and
direct fixed general management resource costs. The unit direct fixed cost is
calculated by dividing total direct fixed resource cost to total quantity in
every year.
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Table 5. Unit Indirect Fixed Resource Costs

Indirect Fixed Resource Cost lyear 2.year 3year 4dyear Syear 6.year 7.year Byear 9year Total

(1) (L) (L) (T (T (L) (L) (T (L) (L)
Indirect Fixed Production Resource Costs 20000 20000 20000 20000 20000 20000 120.000
Indirect Fixed Marketing Resource Costs
Indirect Fixed Sales Resource Costs
Indirect Fixed Distribution Resource Costs
Indirect Fixed Finance Resource Costs
Indirect Fixed GM Resource Cost
Total 20,000 20,000 20,000 20.000 20.000 20.000 120.000
Budgeted Sales Amount 40000 42000 43680 45864 46781 48185 266.510
Unit Indirect Fixed Resource Cost (TL/unit) 0,50 0,48 0,46 0,44 0,43 0,42 0,45

Table 5 shows the unit indirect fixed resource cost of the product.
Indirect fixed resource costs include indirect fixed production resource costs,
indirect fixed marketing resource costs, indirect fixed sales resource costs,
indirect fixed distribution resource costs, indirect fixed finance resource
costs, indirect fixed general management resource cost. The unit indirect
fixed cost is calculated by dividing total direct fixed resource cost to total
quantity in every year.

Table 6. Unit Indirect Fixed Activity Cost

lyear 2.year 3.year 4dyear Syear 6.year Jyear 8.year Quyear Total

Indirect Fixed Activity Cost

(TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL)
Indirect Fixed Production Activity Costs 20000 20600 21218 22067 22729 23.183 129.797
Indirect Fixed Marketing Activity Costs 3500 3.605 3713 3.825 3839 4057 22639
Indirect Fixed sales Activity Costs 45000 46350 47.741 49173 50.648 52.167 291.078
Indirect Fixed Distribution Activity Costs 12.000 12360 12731 13113 13506 13.911 77.621
Indirect Fixed Finance Activity Costs 5000 5150 5305 5464 5628 5796 32.342
Indirect Fixed GM Activity Costs 9500 9785 10079 10381 10692 11.013 61.450
Total 95.000 97.850 100.786 104.021 107.142 110.129 614.927
Budgeted Sales Amount 100.000 200.000 220.000 180.000 120.000 100.000 920.000
Unit Indirect Fixed Activity Cost (TL/unit) 095 049 046 058 089 1,10 0,67

Table 6 shows the unit indirect fixed Activity cost of the product.
Indirect fixed activity costs include indirect fixed production activity costs,
indirect fixed marketing activity costs, indirect fixed sales activity costs,
indirect fixed distribution activity costs, indirect fixed finance activity costs
and indirect fixed gm activity costs. Unit indirect fixed Activity costs are
calculated by dividing total indirect fixed Activity cost to total quantity in
every year.
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Table 7. Unit Fixed Life Cycle Cost

Fixed Life Cycle Cost lyear 2.year 3.ear d.year Syear 6year TJ.year Byear Ouyear Total

(TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL) (TL)
Direct Fixed R&D Resource Cost 20.000 20.000
Indirect Fixed R&D Resource Cost 15.000 15.000
Indirect Fixed R&D Activity Cost 30.000 30.000
Indirect Fixed After Sales Support Cost 30.000 30500 32136 33100 33762 34100 34100 34100 262197
Direct Fixed After Sales Support Cost 31000 31530 33207 34203 34887 35236 35236 351236 270837
Indirect Fixed GM Activity Costs 5000 5000 5150 5356 5517 5627 5.683 5.683 5683 43700
Total 70.000 66.000 67980 70.699 72.820 74.277 75.01% 75.019%9 75.019 646.834
Budgeted Sales Amount 100.000 200000 220000 180.000 120.000 100.000 920.000
Unit Fixed Life Cycle Cost [TL/unit) 0,70

Table 7 shows the unit fixed life cycle costs of the product. Fixed life
cycle costs include direct fixed R&D resource cost, indirect fixed r&d
resource cost, indirect fixed R&D activity cost, indirect fixed after sales
support cost, direct fixed after sales support cost and indirect fixed gm
activity costs. unit fixed life cycle costs of the product are calculated by
division of total fixed life cycle costs to total budgeted quantity in every
year. Unit fixed life cycle costs of the product are put as same value in each

year.
Table 8.Unit Variable Life Cycle Cost

lyear 2year 3.year 4.year Syear 6.year 7.year Byear O9.year Total

Variable Life Cycle Cost My @y M oy oy M @y [y
Direct Variable After Sales Support Material Cost 5701 21718 30405 28957 21718 15027 14479 5791 144787
Direct Variable After Sales Support Labor Cost 4000 4200 4368 4585 4678 4818 4818 488 36.288
Total 9791 25918 34773 33544 26396 20745 19297 10,610 18L075
Budgeted Sales Amount 100.000 200.000 220.000 180.000 120.000 100.000 420,000
Unit Variable Life Cycle Cast (TL/unit) 0,20

Table 8 shows the unit variable cost of the product. The unit variable
costs of the product include direct material and labor cost of the after sales
service. These costs occur during after sales services during warranty period
of the product. Thus, it’s assumed to be continued for two years after last

sold product.
Table 9.Unit Target Cost

Lyear Jyear 3.wear Adyear DLyear buyear J.year B.year S.year Average

Unit Target Cost { TL/unit) [TLfunit) [TL/unit) [TL/unit} TL/unit) (TL/unit) [TL/unit} [TL/unit} (TL/unit) [TL/unit) [TL/unit}
Unit Direct Variable Cost 533 553 575 597 609 619 579
Unit Direct Fixed Resource Cost 156 102 0,96 121 185 2,26 139
Unit Indirect Fixed Resource Cost 0,50 0,48 0,45 044 0,43 042 0,45
Unit Indirect Fixed Activity Cost 095 049 04 058 08 110 0,67
Unit Fixed Life Cycle Cost 070 070 070 070 070 070 0.70
Unit Variable Life Cycle Cost 020 02 020 020 020 020 0,20
Unit Target Cost 960 841 85 909 1016 1087 9,20
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Unit target costs are calculated in Table 9 year by year. It shows the
target costs in each year and average cost of the product. Life cycle costs are
put as same value in each year.

Activity based costing method is used in this model to get target cost
in whole product life cycle. This model provides more accurate cost
information than conventional cost models to get target costs.

Conclusion

With the increasing in competition, the cost calculation of the
products has become more important for businesses. Businesses needs more
accurate cost information in order to right pricing and compete in the market.
Thus, they have to know costs of the products before production or design.
Target costing provides this information but in order to get right cost
information from target costing, target costing method should be based on
activity based costing method. Another point is the life cycle costs of the
products. These costs should be placed into Activity costing method to get
right cost information.

In this study a model is proposed for target costing. In this model, all
costs from des-ing stage to after sales support stage is taken into
consideration. In addition, activity based costing method is used for target
costing. Activity based costing is important for allocation of indirect costs to
products. By this model, the more accurate product costs are calculated.

Using activity based costing method which is improved as an
alternative of the con-ventional costing in target costing including product
life cycle costs give right cost information of products.
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Abstract

Social media is a big part of our life nowadays and organizations’
managers should use this fact in order to bring their products and services
closer to potential customers via online social networks. Social media
represents an almost free tool to simulate the word of mouth discussion on a
brand, in this way the information getting to customers that would be hard to
get to in other ways. The objective of this paper is to analyze the influence
certain people can have in social networks and how these social network
influence ranks are calculated. Social media is more than just counting likes
and shares; it is about taking into consideration all components that might
increase the conversion rate. In this paper, there are presented some
techniques that might be used to increase the awareness for the brand,
creating a powerful community around the brand’s page, raise the interest of
potential customers so that in the end, the sales will grow as well. Another
important aspect of the influence in social networks, which is analyzed in
this paper, refers to the trust that some influencers might use to promote
certain brands. This trust was built usually in several years and the influencer
has a considerable number of fans on the personal page, so using social
media, this large amount of potential customers might be informed about
some products or services, considering that with the trust the fans have in the
influencer, the conversion rate will be high. The results and conclusions
presented in the paper show why managers should take into consideration
persons with high social networks influence ranks when planning a
marketing campaign for their brands and how online influence might
transform into positive business outcome.
. _________________________________________________________________________________________________________________________|
Keywords: Social networks, influence marketing, social media management,
entrepreneurship
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Social media represents a great opportunity for managers to grow
their customer number almost for free using the influence power of the
opinion leaders. The paper presents the two-step flow of communication that
fits perfectly online social media communication and shows how Cialdini’s
principles of influence can be applied in social networks as well.

The importance of social media has increased dramatically in the last
years. In Romania it made the difference in the presidential elections and got
the second favorite to convince three millions and a half citizens to vote for
him, only through social media campaigns. So with almost half of the
Romanian population having a Facebook account, the engagement and the
conversion rate of social campaigns is higher than ever. These figures should
not be ignore by managers who should realize that if they don’t tread
seriously their online presence on social networks and their online branding,
not only that competitors will attract their customers, but they risk to become
invisible for potential customers who look mostly online for information
when they want to buy something.

The two-step flow of communication

Ideas and messages from mass-media are taken by influencers and
transmitted forward to the population. The two-step flow of communication
developed by Lazarsfeld considers that in its way to the public, the message
is filtered by the influencer, which plays an intermediary role. The influencer
explains the message transmitted in order to make sure will be understood by
its community. The influencer is at same time innovator, because transmits
in his group new information, and conservatory factor, because he is filtering
the information, transmitting forward only what is needed in his group.

The two-step flow of communication has two steps in transmitting
the information. The first step represents the information transmission from
mass-media to the opinion leaders or to those persons that pay more attention
to mass-media communications and then indirectly, from the opinion leaders
to the persons that follow less the messages sent by mass-media. Usually, the
opinion leaders do not just transmit the information forward, but they offer
explanations for the members in their group. So, the personal influence
comes between the message originally transmitted by mass-media and the
reactions to that message. The personal influence can be encountered when
dealing with buying a new product or service, as the opinion of close friends
and family and of the opinion leaders make the difference when choosing
between several companies offering similar quality. This process is defined
best when talking about the adoption of innovation, when influencers are
hired to recommend to their followers to try a particular product or
technology.
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So, with the two-step flow of communication, the messages are not
transmitted directly, they are filtered by the opinion leaders, mass-media
influence becoming an indirect one, passing through interpersonal relations. (
DeFleur, 1999)

The main characteristics of opinion leaders are:

. Credibility- represented by the positive capital image
. Being active in relation with other groups and in his own group
. Great exposure in mass-media due to previous success

When choosing the influencer who will promote their brand in social
networks managers should take into consideration the credibility of the
influencer and then analyze the conversion rates off previous campaigns
developed on his social network page.

Cialdini’s influence principles application is social networks

Cialdini’s principles can be used as starting point for marketing
strategies in online social networks as influence is an important part in any
marketing campaign. The six principles of persuasion mentioned by Cialdini,
reciprocity, consistency, social proof, authority, scarcity and liking, if used
correctly are boosting conversions in online marketing.

o Reciprocity

After a company offers quality content on a web-site or on the
Facebook page, it is more likely that the follower that found useful that
content to feel obligated to acquire a product or a service from that web-site
or will become members of the online community ( by following the
Facebook page, for example) just to receive useful information later.

The conversion rate usually grows if there is quality content offered.
In Inbound Marketing there are many companies offering at the beginning
free quality content and then informing their clients that if they want more
detailed reports they can collaborate.

Companies like Klout and HubSpot find their customers on social
media among those managers who want to develop successful online
marketing strategies, by choosing the influencer that best fits their needs as
all these companies calculate the power of influence of different opinion
leaders in a certain community.

. Consistency

This principle is encountered in online marketing as offering for free
a course in PDF form and if the customer is satisfied with the quality of that
free course sample will contract the services of the company. The e-mail
address of a potential customer is the most valuable for the company, so it is
willing to offer free samples or prizes just to obtain the contact details of
interested customers.
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J Social proof

The social proof principle in online social media can be proved by the
number of fans/ followers in networks like Facebook or Twitter, by the
number of visualization of YouTube videos or simply, by the number of
likes and shares of posts.

Another way in which this principle is used is by informing potential
customers about best sold products, which might convince the customers to
make a decision based on the number of other customers that made the same
decision in the past.

o Authority

Cialdini explains that people follow the advice of those with authority
and expertise in a certain area. This is why even is a person with a high
capital image tends to create more conversion, in the field they are expert in.
For example, a singer can represent very well in social media platforms the
interests of a Fashion Store, because the fans of that singer might want to
copy its style.

o Liking

As people tend to trust more the ones who are similar to them, by
giving enough details about the brand history and the team that is behind the
brand, can make potential customers identify with them and grow the
conversion rate.

Liking principle can be found in social networks by uploading appealing
video content or by having an attracting design of the web-site.
o Scarcity

This principle is meant to show customers that offers posted on
Facebook for example are valid only for a limited amount of time and that
the quantity is also limited.

Department stores use this principle when promoting Black Friday offers,
making customers desire to catch some product sold only in few pieces.

Conclusion

Managers should be aware of how Cialdini’s persuasion principles
can be applied successfully in social media marketing campaigns and of how
influencers can help grow brand awareness and increase conversion rate.

The personal brand, as well as the online brand is essential when
talking about influence. Online influence has three components: trust, brand
and expertise. It is possible to built a brand by interacting only in one social
networks but it is recommended to be active in several networks to acquire
influence. Many scholars consider influence to be synonym with power, so if
a power increases its influence using the principles mentioned above,
automatically will have more power to attract clients towards the brand, to
raise sales or share market.
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This study is part of a larger PhD study and will be developed in the
future.
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Abstract

Prevocational rehabilitation is performed by members of the
rehabilitation team to get a functional assessment of the psychosensomotor
potential for employment purposes for people with disabilities
(patients/clients). Standard methodologies were divided into basic,
recommended and special methods for determining the psychosensomotor
potential for empolyement. The functional basic methodologies include:
Barthel Index, Instrumental routine daily activities test, Daily structure,
Interest questionnaire, Self-assessment of pain, Sensory examination, Work
curve by Emil Kraepelin and Richard Pauli, Jebsen-Taylor Test, Purdue-
Pegboard test - model 320 20, Jamar Dynamometer, Isernhagen Work
System, Loewenstein Occupational Therapy Cognitive Assessment, Activity
Matching Ability System, WHO DAS Il. The recommended methodologies
include examinations by experts that each facility is obliged to ensure, if
necessary, for example, targeted and comprehensive assessment,
spiroergometry, speech examination, psychological, psychiatric examination,
hearing examination, visual examination.  Special methodologies are
according specialization of rehabilitation facilities. Our Department of
Rehabilitation Medicine is focused on patients with brain damage, therefore
we use Rivermead Behaviour Memory Test, Mini Mental State Examination
, The Middlesex Elderly Assessment of Mental State, Prevocational
assessment according to Jacobs, Canadian model of employment, General
office test Functional, Independence Measure etc. The prevocational
evaluation result is sending to Labour Offices and should not contain any
confidential medical information. This report may contain recommendations
for further education or retraining.  Physician completes the discharge paper
and he summarizes the evaluation of the rehabilitation team members. This
report includes positive employment recommendations and work restrictions.
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Introduction

The definition of a disability according to the International
Classification of Functioning, Disability and Health is: a disability is a
decrement in the functioning of the body on an individual or social level that
arises when an individual with a health condition encounters barriers in the
environment. This definition is the result of a consensus of a general
discussion in Prague in the framework of the 6th programme of the European
Union; Measuring Health and Disability in Europe; supporting policy
development (MHADIE) and this was published in the Lancet journal in
2006 [6].

According to the WHO, disability is the “loss or abnormality of body
structure or a physiological and psychological function”. Disease, injury or
an inborn defect can lead to activity restriction, and can cause also the
restriction of participation. Participation is the performance of people with a
disability and is closely connected to environmental factors, facilitating or
creating a barrier. When facilitating factors are applied, performance is
improved and also quality of life is maximally improved. The estimate of
people with a disability in the European Union (EU) is different — from 8 to
14%. It means that in a person’s productive age in the EU; approximately 26
million people have a disability. In April 2014, the Czech Statistics Office
first published the number of people with a disability in the Czech Republic.
The figure is 1,077,673 persons with a disability, 10.2% from the whole
population in the Czech Republic [3, 5].
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FigUre 1: The number of people with a disability in the Czech Republic (Czech Statistics
Office, April 2014)
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Based on the initiative and methodological guidance of the
Department of Rehabilitation Medicine of The First Medical Faculty,
Charles University, and in cooperation with the educational company Edost
Chomutov, a project was established which was funded by the European
Social Fund and from the state budget of the Czech Republic entitled
“Initiative of the EQUAL Association — Rehabilitation — Activity — Work
(RAW)”. This project was conducted from 2005 until 2008. A total of six
inpatient rehabilitation departments in 6 regions participated in this project in
cooperation with Labour offices. In the Czech Republic, vocational
rehabilitation is under the responsibility of the labour offices in accordance
with the Employment Act [4]. As part of this project, personnel, material
and supply standards of rehabilitation departments have been developed for
prevocational rehabilitation. We have divided prevocational rehabilitation
into the first and second tier methodologies.

The EQUAL project was continued by a Systemic Individual Project
of Regional Networks cooperating in vocational rehabilitation (PREGNET).
A tender was announced by the Ministry of Labour and Social Affairs
(MLSA), virtually as a continuation of the RAW project provided that this
project will be spread around national regions that were not involved in the
RAW project, with the objective to create prevocational rehabilitation
facilities in each region (the Czech Republic has 13 regions) with standards
of methodology, personnel, material and the supply of equipment. The
PREGNET project started in 2012 and ended in 2014. At the end of the
project, we proposed that the MLSA issue accreditations for facilities that
will perform prevocational rehabilitation, based on the standardization of
prevocational rehabilitation procedures, and that prevocational rehabilitation
should be reimbursed from the resources in the employment area.

l.

The priority of the PREGNET project was to create new
prevocational centres in the rest of the seven regions in the Czech Republic
(other regions participated in RAW). Methodology created in RAW was
innovative. The goal of the PREGNET project was the methodological
standardization of vocational and prevocational rehabilitation, creating a
network of all bodies cooperating in the prevocational and vocational
rehabilitation of people with a disability in the Czech Republic, and using the
International Classification of Functioning, Disability and Health WHO [12].

Centres with accreditation can evaluate the potential to work,
education and re-training [2, 8]. The project solved methodology, a part of
the complex rehabilitation process. A prevocational rehabilitation process
must begin in an acute process in the health care system and also in
emergency units. Rehabilitation is necessary for patients with motor,
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internal, oncological, visual, auditory, mental and psychological impairment.
Patients with a long-term or permanent impact of injury, disease or inborn
defect also need other means of rehabilitation (medical, social, educational
prevocational and vocational), according to individual needs of the people
with a disability [10].
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Figure 2: Prevocational Rehabilitation Centres in the Czech Republic

In the prevocational rehabilitation process, the members of an inter-
professional rehabilitation team — physicians, physiotherapists, occupational
therapists, psychologists, speech therapists, special teachers, nutritive
therapists, nurses, social workers, also prosthetics and biomedical engineers
must participate, and it is necessary to cooperate closely with family
members and patients’ friends.

In patients with a disability, it is necessary to provide continuity of all
rehabilitation means — accessibility and the complexity of rehabilitation are
crucial, and rehabilitation must start early. The short-term and long-term
rehabilitation plans help reach an optimal effect in a short time and is
maximally cost effective. In the rehabilitation process, it is important that an
individual functional assessment of the psycho-sensory motor potential of
people with a disability is the result of an individual inter-professional
evaluation. It is important for rehabilitation team members to cooperate
closely with family members and also to motivate patients with a disability
[6]. The basis for successful integration of the patients/clients with a
disability into society is to find a new sense of life, to use their abilities, to
find new activities for the early return to work. Methodology uses the term
patient/client. A patient is a person who is examined and cured, and is a
“part” of the healthcare system. A client is a person who lives his/her life at
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own home or in a residential home, e.g. a client of the Labour Office, to use
social benefits, is a “part” of the social care system, it is their participation in
society.

The initial medical examination contains information about
vocational and school case history, and is a complete objective examination.
A detailed case history is focused on the objective testing of the psycho-
sensory motor potential of the patients for possible working positions.
Physicians in a prevocational centre have to study all the health
documentation and their own initial examination, and after that, indicate
special examinations by other inter-professional team members. During a
rehabilitation conference, the rehabilitation healthcare team members
evaluate the psycho-sensory motor potential for employment, for education
of the patients with a severe disability [7].

Methodologies of Prevocational Rehabilitation

As part of the PREGNET project, standard methodologies for
determining the psycho-sensory motor working potential were divided into
basic, recommended and special.

The basic methodology has been selected so that the prevocational
rehabilitation centres in the Czech Republic are uniformly equipped, and that
these methodologies require a one-time investment (financed from the
project). Methodologies were selected so that they are sufficiently broad and
cover most of the work activities. They included tests to evaluate physical
exercise, balance, dexterity, orientation in unfamiliar situations, cognitive
functions, working position and working equipment. The basic
methodologies are: simple; short; time saving (up to 3 hours in a single day);
financially and personally less demanding, and suitable for clients with a
mild and/or moderate disability. The functional basic methodologies include
the Barthel Index; the instrumental routine daily activities test; a daily
structure; an interest questionnaire; a self-assessment of pain; a sensory
examination, and Work Curve by Emil Kraepelin and Richard Pauli; the
Jebsen-Taylor test, the Purdue-Pegboard test (model 320 20); the Jamar
Dynamometer, the Loewenstein Occupational Therapy Cognitive
Assessment; the Activity Matching Ability System, WHODAS 1l (World
Health Organization Disability Assessment Schedule) and the Isernhagen
Work System. The innovative approach in the area of functional assessment
is provided by the Isernhagen Work System, a functional diagnostics system
intended to test the working and functional potential of individuals which
was purchased within the project. This functional diagnostics is intended for
people with a disability, without education or with primary education who
are capable of performing physical work.
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The prevocational rehabilitation centres need not own the
recommended methodologies, but if necessary, they should ensure their
availability [1, 2, 7].

The recommended methodologies include examinations by experts
that each facility is obliged to ensure, if necessary and for example, a
targeted and comprehensive assessment; spiroergometry; a speech
examination; a psychiatric examination; a hearing examination, sight
examination, etc.

The methodologies used to evaluate the functional psycho-sensory
motor potential will be complemented based on the professional
specialization of the facilities, and according to the rehabilitation goals,
including retraining or further education and individual possibilities for
professional inclusion of the patient/client [1, 11].

The special methodology is among the optional equipment of the
prevocational rehabilitation centres according to their specialization. They
are used only by selected facilities based on their experience and focus on
the age groups of patients with a disability or for various functional
diagnoses. These methodologies are more variable, more detailed, more time
consuming and intended for more complex cases in patients/clients with
severe and very severe disabilities. Of special methodologies, we use for
example, the Functional Independence Measure; the Rivermead Behaviour
Memory Test; the prevocational assessment according to Jacobs; a Canadian
model of employment and general office test [2, 8].

Conclusion:

Physicians who engage in prevocational rehabilitation initial/baseline
medical examinations may prescribe additional functional tests by an inter-
professional rehabilitation team. After having finished all the examinations,
we discuss each patient/client in a rehabilitation conference. The final report
— a summary and assessment — is prepared according to the results obtained
by each expert in the team, positive and negative recommendations for
healthcare professionals, for labour offices, for social services and support
for education.

We send the final report on prevocational rehabilitation to the general
practitioner. The final report is also sent to the employment offices and as a
standard, is drawn in accordance with the PREGNET project (based on the
final report prepared for the employment agencies in the RAW Project). This
report should not contain any confidential information. It may also contain
recommendations for further education or re-training of the patient/client, as
re-training falls within the jurisdiction of the employment office [6].

The employment offices follow the conclusions of the prevocational
rehabilitation, and recommended vocational rehabilitation that is focused on
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particular work activities and particular job positions. If the prevocational
rehabilitation facility recommends further long-term education, a special
education teacher will contact the appropriate school.

The final report is sent to the selected school to the attention of the
teacher who is responsible for teaching people with special needs. The final
report also recommends, on an individual basis, the necessary and
appropriate long-term social support (allowances) and services that are
processed by the social worker based of functional diagnostics provided by
the inter-professional rehabilitation team. The final reports are processed by
a physician who will summarize the assessments of experts from the inter-
professional  rehabilitation team, and should include positive
recommendations and recommended work restrictions [3, 4].

Job opportunities for people with a disability:

1. Open labour market:

a) the first goal is, if possible, to rejoin the previous job

b) the same employer but a different job position

C) another employer

2. Supported employment — time limited service (only for 2 years) for

people with a disability who find a paid job in a common working
environment — this means a job in the open labour market. Patients/clients
with limited abilities to work need individual, long-term continuous support
before and after returning to work.

3. Sheltered workshop is an individual job position established by an
employer for client with a disability by written consensus with the Labour
Office. The Labour Office can provide an allowance for the establishment of
a sheltered workshop to employers. Persons with a disability who want to
work as self-employed can make an agreement with Labour Office about the
establishment of a sheltered workshop and begin to use the allowance for the
administration and organization of this sheltered workshop.

The part of supported employment: A Job assistant is a person who
helps clients directly in their new job to find the optimal kind of
communication; discover new abilities and habits necessary for the job. A
Job consultant is a person who gives the clients support and help to find
working positions, to cooperate with employers who want to engage people
with a disability [1, 2, 8].

Important Proposals of the Change in the Employment System of People
with Disabilities in the Czech Republic

. The necessity of an approved law about coordinating rehabilitation in
the health care system, the social care system with an educational system and
the system of employment. People with a disability have to start work as
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soon as possible with all possible technical aids, with long-term social
supports, social benefits and social services in a working environment
without barriers.

. The duty of employees in labour offices to inform applicants about
the possibility to participate in prevocational and vocational rehabilitation.

o The possibility for the applicants with severe and very severe
disabilities to work at home or to use e-work.

. Cooperation with a non-profit organization (non-governmental
organization (NGO), is an example of “good practice” e.g. massage courses
for the Czech Blind Union organized with Labour Offices in the Czech
Republic.

. The necessity to create a new non-medical health profession, an
“advisor for employment for people with a disability”. This type of education
does not exist in the Czech Republic. Graduates of this study branch would
be able to work with people who suffer a disability, have knowledge of
functional abilities of these people and an integrated system of typal position.
It is the Czech acronym for Integrated System of Typal Positions, a set of
information about the world of labour and methods of using the information
to facilitate communication on the labour market and make it more effective.

o It is designed to help people with a finding an optimum employment
by means of:

. maintaining up-to-date databases of occupations and typal positions

. describing the aspects and requirements of different jobs in a Registry
of Typal Positions

o offering tools for vocational counselling and career guidance, as well
as

. job mediation (placement) instruments

. referring to other labour market, education and training information
systems

o matching vocational training with the requirements of the labour
market

o offering background material for companies to make their practice of
human resource management more effective

. presenting recommendations for personal growth of individuals and
improvement of their skills.

. They could consult individually with employers of the possibility

how to use technical aids in work situations and to create a working
environment without barriers and with the opportunity of transport from
work to home.
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We have to prepare education of children, youth and adults with
disabilities to reach the highest level of education. Cooperation between
education and actual regional need of employees’ positions for people with a
disability is necessary.
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Abstract

The Albanian economy during these 25 years of transition is
accompanied by changes. It is true that during this period, has undergone
positive changes, but it does not bring any significant improvement in terms
of employment growth in the country. Most Albanians, again see
immigration as an opportunity for employment, since the country has not
been able to find a job, that to provide sufficient income for their families.
Youth, the most vital part of society, are the ones who make up the majority
of immigrants. The majority of them, once they have a family, and others are
parents who want to provide income to raise their children. Immigration
contributes positively to the economy of these families, but also has its
negative side, in terms of the impact that it has on the relationship between
partners in a couple. Living divided between partners, it has created
problems in this relationship, being dogged by divorce. So, as a result of a
high level of emigration, we have also increased the number of divorces in
the country. Low economy brings a host of social problems, which generate
from it. These problems lead to an increase in the number of divorces, where
most of them make up the pairs, who had only one of the partners or both in
emigration.
This study was conducted in the region of Elbasan. The data were taken from
interviews conducted with partners that have made themselves a request for
divorce. For this study also used data from studies carried out by various
state institutions, INSTAT and NGOs operating in Albania.

Keywords: Divorce, immigration, the economy, marital relations, social
problem.

Introduction

Divorce is a difficult moment in the life of a couple, not only for the
problems that lead to his marriage but also the consequences which followed
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it especially for children. A very important factor that affects the growth of
divorces is immigration. Albanian emigration to other countries is mainly for
economic reasons, which are directly related to economic conditions in
which our country is. As a former communist regime inherited from a
backward economy and rundown. During the transition, Albania was an
improvement but we are left again a country with a weak economy which
does not meet the needs for jobs. Facing this economic state with a high
unemployment rate have highlighted the emergence of a new phenomenon of
economic migration. Economic emigration got a widespread especially after
the 90's with the change of political system. This phenomenon continues to
exist even today. Initially emigration ranged mostly young people and
mostly men, while women stay at home with children waiting for men to
bring in money. Over time the situation has changed as part of immigration
are also women and children.

The purpose of this study

Divorce is a phenomenon that plagues every day society. This
concern comes not only because if there is increased but also because he has
social as well as economic cost (psychological consequences of partners but
also the children, economic conditions after divorce, etc.).

The purpose of the study is:

The impact of economic immigration, because that leads to the
increasing number of divorces.

Making more specifically on the problems that lead a couple to
divorce, in terms of relations between spouses and their character. The
distance for a long period, has also brought a cooling, to keep peace in the
couple. Couples who previously had their contradictions between the
departure of migrant husband, were added still more these contradictions.
Another fact is that the spouse in migration creates a new connection where.
Social and economic changes can influence the improvement of conditions in
many families. This could possibly bring the curb immigration as a
phenomenon, and therefore curbing divorce due to immigration.

Hypothesis and research questions
The hypothesis is cast in this study it is:

- Increasing the number of divorces as a result of immigration and the
opening of the company

Questions raised in this study are:

- What couples go to divorce?

- How many of these couples have had one of the partners in
emigration?
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- How has the distance for a long time affect the relations between
them?

- What changes in social, cultural and economic policies will help
these couples not to go in divorce?

Research methods and methodology

To make this study were used primary data (interviews of divorced
people) and secondary (data taken from the literature). In reviewing the
literature gathered data pertaining to divorce, which was due to the departure
for a long time one of the partners in emigration.

I conducted this study based on a representative model of study with
qualitative data collected from the literature. Also in the study included
primary data from semi-structured interviews and unstructured that were
conducted with participants in the study.

The sample: is using non-probability approach. Select the champion
is aiming to give answers to the survey questions. Participants in the study
were men and women who have made themselves a request for divorce.
Interviews were conducted with persons having stayed away divorced
partner for a long time as a result of immigration. The purpose of these
interviews is to see how it has impacted the distance in relationships, the
couple stay for a long time in a country with different culture.

Data processing is count taken through thematic analysis starting
with unprocessed data, interpreting, summarized and categorized them. The
conclusions were drawn using interpretive approach

Analysis

Immigration of Albanians to neighboring countries, generally has
been illegal. He has never been directed or organized by the state authorities.
As a result of massive and uncontrolled immigration for many years,
Albanian citizens successfully worked without a residence permit, without
being registered in the relevant state bodies. Thus, they did not have a safe
place to stay. Precisely this was the reason why mostly men migrate, leaving
women and children in Albania. Migrants return to the country and emigrate
again illegally, for more than a decade, a period that is relatively long in
terms of family life and couple relationship. They were almost out of family
troubles and problems during its migration where trying to secure money for
their families. Almost throughout the year were away from your family and
wife. They stood with their families just a few days a year and mainly during
the holidays.

Over the last decade, Albanian immigrants were granted legal
residence in the respective countries where they emigrated. Most of them
made family reunification by pulling the migrant family. Referring to
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research conducted by INSTAT (INSTAT 2014); It indicated that spouses or
partners and children left behind by migrants during their migration up about
60%. Specifically 54% of them have left his / her spouse and more than half
have left the children in the family unit of origin. Almost a third of the
immigrants claim that partners of them have gone out to join them, while one
in four have their children along. (INSTAT 2014). Most of the immigrants
have left children in Albania. This fact constitutes a very worrying and
complex problem.

Where these children are staying and with whom?
From the analysis of the social status of children in all institutions of social
problems handling, about 80% are children who come from families with
divorced parents with social problems, imprisoned, in emigration (SOS
Children's Villages Albania 2012). Many parents divorced, and then
remarried, leaving their children in these institutions, as partners do not
accept them. Remarriage of parents, has been a problem for children who are
not welcomed by the new partner of a parent. Some parents in emigration,
send their children in these institutions. Some of the immigrants leave their
children in the care of parents or their relatives, because they have no
opportunity to take with them into emigration. Immigration is not easy for
parents as well as children.

Generally, men constitute the largest number of immigrants, but the
difference with women is not very great. (INSTAT 2014) 34% of men aged
25-34 years old have immigrated. This age group constitutes the largest
number of migrants, followed by the age group of 20-24 years, which
constitutes 23% of men who have emigrated. (INSTAT 2014) These are the
most active age for work, also have worked. Their essentials of life are at the
stage when they have a family and need to provide for its maintenance.
Albanians have had various destinations where most favorite emigration
were Italy a place where there are 47% of emigrants, followed by Greece
with 43% of immigrants. In third place rank the United States of America
with the difference compared with the first two places (INSTAT 2014).
Historically Albanians have been more inclined to migrate towards
neighbors compared to remote sites even though their economy has been
more developed.

Marital relations during the reunification of spouses in emigration.
Reunification emigration has not been easy, not only in terms of difficulties
in accommodating family, but also in the adaptation of lifestyle in a foreign
country. Each of the partners had been his way of living. Immigrant men
were separated from family problems which mainly resolved by women.
During the union they are caught unprepared before a situation where they
seem to take part in solving these problems. This is often accompanied by
disagreements between partners, passing unpleasant situation for their
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children. Interviews with partners who have made a request for a divorce
after he returned from abroad, the difficulty emerges that they have to
remake their lives in pairs after a long period of separation. Living share has
established a cooling of relations between the partners although their
marriage still existed. Most marriages among immigrants have had such a
history, after the crowning, the husband is in emigration and stayed there
almost all the time. During this period one of the partners is dealing with
raising children, while the other partner has provided income for the family
emigrated. Up to this stage everything goes well in terms of their marriage
and relationships. Couple problems arise with their union in emigration.
During the union they understand that marriage has problems which had not
noticed before, but that added over time. Disputes have been eclipsed by the
conflicts which add even more cooling of relations between the partners.
Divorces cases included in the study 58% say that marriage has come to an
end as a result of the cooling of relations in pairs. Spouses leaving blame
each other for the situation in which is their marriage. They often justified by
the fact that they have not well known partner before marriage, or that are
inconsistent character. These problems emerge after several years of
marriage, where most of the time, the partners have lived separately. Thus
marriage comes to an end, although the partners have not previously thought
of such a thing. Quite evident in couples with a partner in migration are even
extramarital relations. Living away from the spouse, it has contributed to the
creation of these connections, which have had a negative impact on
marriage. Such examples have not only the partners in migration, but also the
partners who have resided in the country. Allegations of adultery are
common in-demand claims for divorce. 45% of the cases included in the
study exhibited partner's betrayal as a problem that has led to the recent
marriage. One problem may be less evident if the spouses would live near
each other as all normal couples.

Although state intervention is crucial in terms of reducing the scale of
immigration?

Couples who have emigrated partners, are at higher risk for divorce,
referring to data arising from the study. It relates not only to the way of life
that make these partners, but also the problems faced by them. For any of the
partners is not an easy life, for those who are living in emigration and
separated from family, as well as to other partner should only handle family
problems. Certainly one of the families that have emigrated partners have
better living conditions, are in a better economic condition, compared to
households without migrants. Such a finding would not mean that their
problems are solved. Social problems that carries emigration, mostly to
reflect this social group compared with the other group. It also noted the high
number of divorces performed. Immigration is a factor that strongly affects

157



the increasing number of divorces. The data of the study it appears that 65%
of divorce cases were included in the study had one or two partners in
emigration. To avoid this phenomenon and to reduce as much as the number
of divorces caused as a result of immigration, state intervention is crucial.
Enterprise and realization of economic and social policies, would have a very
positive impact in terms of reducing the scale of Albanian emigration to
other countries. Consequently spouses will make a more consolidated, so the
family will be demonstrated fewer social problems, and consequently
divorces would be fewer in number.

Economy a key factor in the increase of divorce.
Although at first glance seem somewhat paradoxical, low domestic economy
indirectly affects, therefore, not directly in the growth of divorce. The weak
economy appeared phenomenon of economic migration, because of
unemployment, which in turn shows social problems that directly affect the
increasing number of divorces. A weak economy appeared mostly social
problems, which adversely affect relations between the partners.

What are the measures taken by the state to curb immigration and
boost employment?

The biggest influx of migrants coming from rural areas and most of
them are young. (Officials Journal 2014 / No. 169) These young if they were
in Albania to work in agriculture. This referred to the current situation in
rural areas which are based mainly in the agricultural sector in terms of
employment. Their migration makes to decrease the availability to work in
these areas. This adversely affects agriculture and rural development. The
economic crisis in countries where Albanians have emigrated has forced
many of them to return. To mitigate unemployment is first priority of state
institutions development of the agricultural sector (Officials Journal 2014 /
No. 169) after 52% of full-time employees in the country belong to this
sector. (INSTAT 2013) are employed in agriculture, the largest number of
women, reducing inequality in employment gap between men and women.
(Officials Journal 2014 / No. 169). And investments in this sector and its
development can positively affect the reduction of immigration as a major
part of immigrants will have employment opportunities. They will not be
interested to emigrate if employment in this sector will be profitable for
them. Reduce the rate of emigration in turn will enhance the mitigation of
social problems and reducing divorces caused by the latter.

Conclusion

Of course the economic situation of our country's economy is also
reflected in our families. When in place it is very difficult to find work,
immigration is seen as the ability to provide from the unemployed category.
This really is a good solution of economic problems, but that is often
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associated with social consequences. One of the most worrying problems is
the divorce as a result of immigration. If employment opportunities in the
country would be higher then the number of immigrant Albanian it would be
reduced. As a result of inhibition of mass immigration would decrease
significantly the number of divorces caused by him. State intervention to
boost employment is very important because it will reduce the number of
immigrants by reducing the social problems caused by it.
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Abstract

Macroeconomic imbalances increase the probability of economic
crisis, even more so in a monetary union with limited economic policy tools
available. In the Economic and Monetary Union (EMU, euro area or
eurozone), macroeconomic imbalances have accumulated since the euro
introduction and they have significantly contributed to the emergence of the
recent crisis with serious impacts on several Member States and hereby on
the whole euro area. In order to improve the proper functioning of the EMU
and prevent possible future crisis, a governance reform has been undertaken
in the European Union (EU) in 2011, including introduction of a new
procedure for preventing and correcting macroeconomic imbalances - the
Macroeconomic Imbalance Procedure (MIP). It starts with an alert
mechanism based on a set of eleven macroeconomic indicators with their
threshold values (the so-called scoreboard), which this paper mainly focuses
on. The first part of the paper provides an overview on the functioning of the
preventive and corrective arm of the new procedure within the EU. The
second part deals with the economic reasons for establishing respective MIP
indicators. Finally, the third part aims to test appropriateness of the
composition of the scoreboard for anticipation of the recent crisis by
analysing the development of the indicators in the twelve euro area countries
in period 2004-2007, i.e. prior to the outbreak of the crisis.

Keywords: Euro area, Macroeconomic Imbalance Procedure, scoreboard of
indicators, crisis

Introduction

In a monetary union such as the EMU, the Member States abandon
their autonomous monetary policy as well as exchange rate policy tools.
Hence, in the event that asymmetric shocks occur, the Member States have to
use their fiscal policy tools and/or flexible labour markets (i.e. labour
mobility or wage flexibility) for adjustments after shocks. However, within
the euro area labour mobility is rather limited and wage flexibility is not
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particularly high. In a period of difficult economic developments, room for
fiscal policy measures is also limited. Another possible solution to face
asymmetric shocks would be fiscal transfers, which, although discussed at
the European level, are politically not feasible at present. In such conditions,
it is very important to prevent occurrence of asymmetric shocks in the EMU
by early identifying macroeconomic imbalances that could lead to these
shocks and by adopting necessary measures in respective economies to
reduce or eliminate the existing imbalances (Essl and Stiglbauer, 2012). This
has become even more important after the outbreak of the current economic
and financial crisis, followed by the debt crisis in the euro area.

The heterogeneity of the economies participating in the eurozone has
made the area as a whole vulnerable to external shocks such as the recent
crisis which revealed weaknesses in the governance framework underlying
the functioning of the EMU. So in order to prevent possible future crisis, a
governance reform has been undertaken in the European Union (EU),
including introduction of a new procedure within the EU's annual cycle of
economic policy guidance and surveillance (the European Semester) for
preventing and correcting macroeconomic imbalances in the euro area - the
Macroeconomic Imbalance Procedure (MIP). It is a surveillance mechanism
that aims to identify potential risks early on, correct the imbalances that are
already in place and prevent them from re-emerging. The MIP represents an
integral part of economic policy coordination within the EU and in particular
within the EMU, where the need for such policy coordination is even
stronger.

In September 2010, the European Commission (subsequently referred
to as "Commission™) adopted a legislative package consisting of six
proposals, the so called six-pack legislation, which aims to reinforce the
monitoring and surveillance of fiscal, macroeconomic and structural reform
policies in the EU and the euro area compared to previously applied
legislation. The Ecofin Council and European Council reached an agreement
on the six-pack legislation to improve EU economic governance in March
2011. As a result of discussion on economic indicators to detect
macroeconomic imbalances, Ecofin/Eurogroup adopted resolution on the
design of the scoreboard of indicators in November 2011. The legislation on
the MIP entered into force in December that year, so it could became a part
of the 2012 European semester. The MIP legislation consists of two
regulations included in the six-pack: Regulation (EU) No 1176/2011 of the
European Parliament and of the Council of 16 November 2011 on the
prevention and correction of macroeconomic imbalances and Regulation
(EU) No 1174/2011 of the European Parliament and of the Council of 16
November 2011 on enforcement measures to correct excessive
macroeconomic imbalances in the euro area. Regulation 1176/2011 covers
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all EU Member States and lays out the details of the surveillance procedure,
while Regulation 1174/2011 applies only to euro area Member States and
focuses on enforcement, including the possibility of sanctions.

Preventive and Corrective arm of the MIP

As the Stability and Growth Pact (SGP)*, also the MIP consists of
the preventive and corrective arm. Within the preventive arm of the
procedure potential macroeconomic problems have to be identified and
regularly analysed in order to detect the emergence of imbalances early-on.
The corrective arm will come into effect if macroeconomic imbalances in a
particular Member State prove to be serious, i.e. “excessive”.*
Consequently, this Member State will be required to submit a plan for
corrective measures. The corrective arm provides means to effectively
enforce correction of imbalances. In case the Member State concerned fails
to comply with the recommended corrective actions, sanction may be
imposed.

The MIP is built as a “two-step approach”. The first step is
represented by an alert mechanism which works as a filter. The objective of
the alert mechanism is to focus attention on observed risks early on and
identify the Member States for which, in the second step, more in-depth
analysis appears warranted so as to assess their vulnerability and substantiate
policy recommendations if appropriate (European Commission, 2012b). So it
is in-depth analysis, and not the alert mechanism, which provides the basis
for any recommendations to be addressed to the Member State under the
preventive or corrective arm of the MIP.

The MIP starts with the Alert Mechanism Report (AMR), prepared
by the Commission in November each year since 2012. The alert mechanism
is based on the so-called scoreboard, i.e. a set of eleven (previously ten)
macroeconomic indicators of external imbalances, competiveness and
internal imbalances with their threshold values established by the
Commission. The threshold values are not interpreted mechanically, but in
conjunction with the accompanying qualitative analysis. This approach gives
the Commission both flexibility and a high degree of discretion in

% SGP is a set of rules designed to ensure that countries in the EU pursue sound public
finances and coordinate their fiscal policies.

% According to the Regulation 1176/2011, a macroeconomic imbalance means “any trend
giving rise to macroeconomic developments which are adversely affecting, or have the
potential adversely to affect, the proper functioning of the economy of a Member State or of
the Economic and Monetary Union, or of the Union as a whole”, while the excessive
imbalances are defined as ““severe imbalances, including imbalances that jeopardise or risks
jeopardising the proper functioning of the economic and monetary union”.
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interpreting the data (Moschella, 2014). The overall number of breaches of
thresholds, the severity of individual breaches as well as the combination of
breaches, potentially signalling broad based problems, is also taken into
account (European Commission, 2011).

Based on the results of the scoreboard and the qualitative analysis, as
well as taking into account relevant data beyond the scope of the scoreboard
(additional indicators) in order to get a more complete picture, the
Commission identifies the Member States that face risk of excessive
imbalances. In these countries a closer analysis (in-depth review) is being
carried out by the Commission in collaboration with the affected Member
State. The in-depth review focuses on causes and potential effects of existing
macroeconomic imbalances.

Following the in-debt reviews the Commission determines whether
imbalances exist and what their nature is. Depending on the severity of the
imbalances the Commission proposes policy recommendation either under
the preventive or under the corrective arm of the MIP. Strictly speaking, the
in-depth review can lead to three different results: 1. the Commission does
not detect any macroeconomic imbalances and consequently does not take
any further steps; 2. the Commission detects macroeconomic imbalances and
advises the Council of the EU (the Council) to issue recommendations for
preventive action to the affected Member State or 3. the Commission detects
excessive imbalances which could jeopardize the functioning of monetary
union and advises the Council to issue recommendations for corrective
action to the affected Member State.

The Excessive Imbalance Procedure (EIP) would be initiated only in
cases where the in-depth review leads to the third conclusion above. This
would mean starting the corrective arm of the MIP, potentially leading to
sanctions for euro area Member States. If the in-depth review leads to the
second point above, the European Council issues recommendations on the
correction of the macroeconomic imbalances to the Member State. These
recommendations are only of preventive nature and represent a part of the
proposals for country-specific recommendations, which provide guidance for
national policy making.

After starting an EIP under the corrective arm of the MIP, the
Member State concerned must submit a corrective action plan (CAP), based
on a Council recommendation. The plan must contain adequate measures for
the correction of the imbalances detected and specify the implementation
timetable. In case the plan is considered inadequate, the Council will issue
another recommendation, based on a proposal from the Commission. Then
the Member State must submit a new CAP. On the other hand, if the plan is
considered adequate, the Member State will be asked to implement the
corrective actions defined in the plan within the timetable. If a Member State
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fails to implement the defined corrective measures adequately, the Council
will issue a recommendation setting new deadlines for implementation.

The enforcement of the EIP is backed by sanctions. In the event of
contraventions financial sanctions may be imposed for the euro area Member
States (but not for the other EU Member States). In case of an inadequate
implementation of a CAP, an interest-bearing deposit equal to 0.1% of the
country’s GDP will be imposed. Moreover, two consecutive negative
evaluations with regard to the CAP or the implementation of corrective
measures will entail an annual fine equal to 0.1% of the country’s GDP. This
fine will be applied until the CAP has been accepted or the implementation
of the corrective measures considered being adequate. If an interest-bearing
deposit with the Commission has already been imposed on the Member
State, the deposit will be transformed into an annual fine. The penalties will
be used for the financing of the European Stability Mechanism (ESM). The
EIP will be terminated once the Council, based on a recommendation from
the Commission, determines that the imbalances have been effectively
eliminated.

One of the major innovations of the procedure is the use of a reverse
qualified majority voting (RQMYV), under which a Council decision on a
Commission recommendation regarding the activation of sanctions against
euro area Member States is deemed to be adopted by the Council unless it
decides, by qualified majority, to reject the recommendation within ten days.
Thus, RQMV enhances the likelihood that the surveillance process will
proceed as planned rather than being blocked by political considerations
(Moschella, 2014).

Indicators of the scoreboard

In November 2011 the Commission published a Staff Working Paper
presenting envisaged initial design of the scoreboard of early-warning
indicators for the surveillance of macroeconomic imbalances (European
Commission, 2011). The proposal contained ten indicators and considered an
additional indicator on the banking/financial sector that would be developed
by the end of 2012. The design of the scoreboard is based on a set of four
principles: 1. The choice of indicators focuses on the most relevant
dimensions of macroeconomic imbalances and competitiveness losses, with
a particular emphasis on the smooth functioning of the euro area. 2. The
scoreboard indicators and thresholds should provide a reliable signalling
device for potentially harmful imbalances and competitiveness losses at an
early stage of their emergence (thresholds established with a statistical
approach based on the distributions of the indicators' values identifying the
thresholds as the lower and/or upper quartiles of the distributions; such
thresholds are consistent with the values found in some empirical studies in
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the available economic literature). 3. The scoreboard has an important
communication role. 4. Indicators are of high statistical quality in terms of
timeliness and comparability across countries.

Nowadays the scoreboard used for AMRs consists of eleven
indicators (including indicator on the financial sector) with their indicative
thresholds. The indicators include both stock and flow indicators which can
capture shorter-term deteriorations as well as the longer-term accumulation
of imbalances. The economic rationale behind the inclusion of individual
indicators into the scoreboard, the transformations used and the
determination of threshold values is in short as follows (European
Commission, 2012b):

Current account balance
" 3 year backward moving average of the current account balance as
percentage of GDP, with indicative thresholds of +6% and -4%

The current account balance is one of the most significant indicators
in explaining crisis incidence. The economy with a high current account
deficit is borrowing and importing in excess of its exports. Surveillance
under the MIP covers also current account surpluses; however, a greater
degree of urgency is required in economies with large current account
deficits and competitiveness losses. Hence the need for policy action is
strong in economies with large deficits of the current account; however, also
the Member States with large current account surpluses should implement
the reforms focusing on strengthening their domestic demand. The average
over three years is used in calculation in order to provide indications of the
persistence of a potential imbalance. The indicative threshold for current
account deficits of -4% was derived from the historical data for the EU
Member States, using a simple statistical distribution analysis. The upper
value of the threshold is set at +6%.>

Net international investment position (NI1P)
" NIIP as percentage of GDP, with an indicative threshold of -35%

The NIIP as the net financial position (assets minus liabilities) of the
domestic sectors of the economy versus the rest of the world is the stock
counterpart to the current account balance. Persistently high current account
deficit leads to highly negative NIIP. Calculation as a share of GDP allows
for cross-country comparability. Value for the last available year is used and
the indicative threshold is -35% of GDP. However, besides the level also

* The initial scoreboard used by the Commission had the same 4% trigger point for the
current account imbalance, whether this was a surplus or a deficit. However, this was later
changed into an asymmetric trigger: +6% for surplus countries and 4% for deficit countries
(De Grauwe, 2012).
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composition of assets and liabilities in terms of maturities is an important
factor when assessing the overall vulnerability of the external position of a
Member State.
Real effective exchange rates (REER)
. 3 years percentage change of the REER based on HICP/CPI
deflators, relative to 41 other industrial countries, with indicative thresholds
of -/+5% for euro area countries and -/+11% for non-euro area countries

The indicator of the REER is based on consumer prices in order to
capture the drivers of persistent changes in price and cost competitiveness of
each Member State relative to its major trading partners. The REER is
frequently considered among early warning indicators. It assesses price and
cost competitiveness developments and not some other aspects of
competitiveness like product quality or overhead costs, so it is
complemented by other scoreboard indicators such as export market shares.
Symmetric indicative thresholds are used and they differ between the euro-
area (-/+5%) and non-euro-area Member States (-/+11%).

Export market shares
. 5 years percentage change of export market shares measured in
values, with an indicative threshold of -6%

This indicator aims at capturing structural losses in competitiveness.
Changes in export market shares can be driven by the increase/decrease of a
country's export volume (numerator effect) but also by the growth of total
world exports in goods and services (denominator effect). So countries can
lose market shares because their exports grow more slowly than total world
exports. The percentage change over five years of exports for each country
as share of the world exports allows for measuring long-term
competitiveness development. The indicative threshold of the export market
share indicator corresponds to cumulative losses of 6% over a period of five
years.

Nominal unit labour cost (ULC)
. 3 years percentage change in ULC, with indicative thresholds of +9%
for euro area countries and +12% for non-euro area countries

The indicator of nominal ULC monitors developments in price and
cost competitiveness across the EU Member States. A rise in an economy’s
nominal ULC corresponds to a rise in labour costs that exceeds the increase
in labour productivity. If other costs are not adjusted in compensation,
economy's cost competitiveness can be threatened. The three-year percentage
change is used in order to capture the medium term developments of labour
costs. The indicative threshold for the euro area countries is 9%, for non-
euro-area countries 12%. Together with the REER indicator, the ULC
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indicator allows a comprehensive assessment of the cost/price
competitiveness developments in the Member States.

House price index
. year-on-year changes in house prices relative to a Eurostat
consumption deflator, with an indicative threshold of 6%

Large movements in housing markets can be an important source of
macroeconomic imbalances and have been associated with several economic
crises. The consumption deflator is used in calculation to reflect the value of
house prices relative to the whole consumption basket.

Private sector debt
. private sector debt (consolidated) as a percentage of GDP with an
indicative threshold of 133% (previously 160%)

Excessively high private sector debt increases the vulnerability to
economic shocks. The indicative threshold of private sector debt is 133%
GDP; however, there is no firm evidence from the literature on an optimal
level of debt in the economy.

Private sector credit flow
. private sector credit flow as a percentage of GDP with an indicative
threshold of 14% (previously 15%)

Private sector credit flow includes loans and securities other than
shares. This indicator is the flow counterpart of private sector debt (a stock
indicator). Quickly expanding credit is considered as one of the best
predictors of financial or banking crises. Credit growth is also a good early
warning indicator for house price booms and there is a potentially important
link between credit growth and external imbalances.

General government sector debt
. general government sector debt as a percentage of GDP with an
indicative threshold of 60%

A high level of general government debt increases the vulnerability
of a Member State, weakens its room of manoeuvre to deal with crisis
situations and is even more worrying when it is accompanied by large private
sector debt. The indicator for general government debt is therefore included
in the scoreboard to provide a broader picture of Member States'
indebtedness, not to monitor risks of unsustainable public finances, which
are covered by the SGP. The Treaty reference value of 60% of GDP is used
as the indicative threshold for this indicator, as a separate threshold under the
MIP would be confusing.
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Unemployment rate
" 3-year backward moving average of unemployment rate, with an
indicative threshold of 10%

The indicator of unemployment rate helps to better understand the
potential severity of macroeconomic imbalances in terms of their likely
persistence and the capacity of the economy to adjust. The indicator is
defined as the 3-year backward average of the unemployment rate which was
preferred to yearly figures, strongly influenced by short term volatility.

Financial sector liabilities
. year-on-year percentage change in total financial sector liabilities,
with an indicative threshold of 16.5%

This indicator has become the eleventh indicator of the scoreboard
(European Commission, 2012a) and was included in the scoreboard for the
second AMR published in November 2012. It aims at better capturing the
interlinkages between the real economy and the financial sector. Experience
has shown that a fast expansion of the financial sector has often preceded
financial crises. While the European Systemic Risk board (ESRB) monitors
financial stability risks, the MIP looks at the financial sector from the point
of view of macroeconomic imbalances.

The appropriateness of the scoreboard of indicators is regularly
reviewed by the Commission from the view of the composition of indicators,
the methodology used and the indicative thresholds established. In line with
the MIP legislation, it is possible to add new or better-quality indicators to
the scoreboard or replace some of the existing indicators. Besides the
scoreboard results, the economic reading takes into account other relevant
information and the broad economic context using complementary additional
indicators which are also reported in the AMRs. This includes growth and
employment developments, nominal and real convergence, as well as
productivity developments.

Four AMRs have been already published and few modifications have
been made. However, according to some authors, the MIP still suffers from
severe shortcomings, e.g. with respect to the surveillance of competitiveness
divergences and current account imbalances (Hallwirth, 2014) or due to its
predominant single-country focus (Moschella, 2014; Ederer, 2015), and the
limited integration of macroeconomic and financial analyses, which may
lead to missing important systemic developments. In addition, the MIP
regulations remain relatively vague on the criteria to establish “excessive
imbalances” in a country (Kamps et al, 2013).
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Development of the MIP indicators in selected EMU Member States
before the recent crisis

We have analysed available data for the indicators of the MIP
scoreboard in the period 2004 — 2007, i. e. prior to the outbreak of the global
financial and economic crisis, in order to test whether the indicators and
thresholds established would have allowed to identify macroeconomic
imbalances early on and thus anticipated the crisis. We have chosen twelve
EU Member States using euro as the official currency in the period analysed,
namely Austria, Belgium, Finland, France, Germany, Greece, Ireland, Italy,
Luxemburg, Netherlands, Portugal and Spain.*® Hence, table 1 with indicator
values for 2004 — 2007 contains only indicative thresholds for the euro area
Member States for REER and ULC. Figures falling outside the thresholds
established by the Commission in the AMR are highlighted in grey.

As seen in the table, the countries analysed can be divided into two
groups with different characteristics. For the first group, the group of
countries more or less belonging to the so called core of the EMU (or the
North eurozone): Germany, Austria, Luxembourg, Netherlands, Finland,
Belgium, France, current account surpluses (in several countries large)*’,
positive or only moderately negative NIIPs, modestly growing ULC, real
exchange rate depreciation (apart from Belgium and Luxembourg), relatively
lower indebtedness of the private sector in most countries and government
debts below or slightly over the threshold (apart from Belgium), slower
growing private credit flows and only moderately expanding financial
sectors were typical in the period analysed.

On the other hand, the second group consisting of euro area periphery
economies (South eurozone, apart from Ireland; sometimes called GIIPS:
Greece, Ireland, Italy, Portugal, Spain), was characterised by relatively large
current account deficits (apart from Italy), highly negative NIIPs (apart from
Ireland and again Italy), a significant rise in nominal ULC, real exchange
rate appreciation, quickly expanding private sector credit flows (apart from
Italy), high overall indebtedness as well as a fast expansion of the financial
sector (apart from Italy and Portugal) and increase of real estate prices (in
particular in Spain, Ireland).®

% A similar analysis has been conducted by Essl and Stiglbauer (2012) who used a smaller
sample of countries, ten indicators and data for a shorter period.

% Gross (2012), in his analysis, left France out of as its current account behaviour exhibits a
mixed feature, surplus until 2006 and deficit afterwards.

% According to Gross (2012), Italy is in a position similar to the one of France (i.e. not
sharing clearly the features of either group).
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Table 1

The indicators of the scoreboard in selected euro area Member States in the pre-crisis
period (2004 — 2007; figures highlighted are the ones falling outside the thresholds

established by the AMR)

External Imbalances and Competitiveness

Internal Imbalances
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% % %
change | change | change
3 year € 5 3 3 year
average years) | years) | years) average

Thresholds 4%/6% | -35% | +5% -6% 9% 6% | 133% | 14% | 60% 10% | 16.5%
Austria [ 2004 | 2.2 -173 45 5,2 19 -36e 1245 41 648 45 11,0
2005 2,0 -21,7 26 12,6 2,8 25e 1240 68 683 4.8 22,4

2006 24 -129 -17 1,3 2,6 2,0e 1261 54 67,0 5,0 9,2

2007 | 28 98  -18 0,7 38 20e 1272 81 648 48 11,0

Belgium | 2004 37 28,4 6,2 na 2,5 6,3 1204 94 96,6 8,0 14,2
2005 29 33,5 5,0 -7,4 1,7 97 1219 63 948 8,4 15,7

2006 | 2,3 29,4 05 -15,8 2,8 65 1203 65 908 8,4 10,8

2007 19 28,9 0,2 -10,3 58 47 1339 180 86,9 8,1 15,5

Finland 2004 6,2 -9,3 6,7 -2,2 1,6 7,7 106,0 65 42,7 9,0 13,4
2005 45 -140 16 -6,3 2,8 71 1147 12,7 40,0 8,7 13,9

2006 4.2 -124 55 -8,0 3,7 56 1179 88 38,2 8,3 12,6

2007 3,6 -259 49 -5,9 3,8 39 1223 130 340 7,7 10,2

France 2004 | 0,8 -4,7 9,3 -13,4 58 12,7 1048e 57e 655 8,7i 9,8
2005 0,4 1,1 6,0 -7,4 51 13,2 109,2e 8,22e 67,0 8,8 151

2006 0,2 1,1 -0,5 -14,9 4.8 98 1126e 9,2¢ 64,2 8,9 151

2007 | -01 15  -15 -181 5,7 36 1156e 112e 64,2 8,6 12,6

Germany | 2004 2,6 10,7 74 5,0 1,3 -2,6 119,0p -1,7p 64,6 9,7 3,9p
2005 | 35 21,0 4,6 9,5 0,0 -0,3 1171p 03p 668 105 6,3p

2006 | 5,0 279 -15 2,0 -29 -15 1141p 13p 663 107 4.8p

2007 5,8 26,5 -1,5 0,6 -2,9 -3,7 1110p 20p 635 10,1 8,1p
Luxemburg | 2004 | 95 1161 6,5 14,6 73 11,7 na na 6,5 38 14,8
2005 | 10,2 1335 6,6 15,5 5,6 8,1 na na 6,3 45 31,4

2006 | 11,3 1405 3,3 18,4 6,9 8,3 na na 7,0 47 16,1

2007 | 10,7 1050 24 23,0 8,4 48 na na 7,2 45 12,2
Netherlands | 2004 53 3,7 7.9 -2,4 74 22 2141 51 500 41 59
2005 6,9 -2,6 3,2 1,7 19 33 217,7 123 494 49 16,4

2006 | 8,1 32 -2,1 -4,4 -0,5 18 217,7 136 449 49 12,4

2007 7.8 -6,0 -2,1 -2,7 15 25 2168 131 427 44 15,0

Greece 2004 | -6,3 -67,0 104 21,6 128 -05e 744 114 989 10,2 8,9
2005 -6,7 -77,3 64 6,3 121 78 862 143 1012 101 16,8

2006 | -8,3 -85,4 0,3 -4,8 9,6 96e 930 16,3 1034 9,9 14,1

2007 | -112 -961 -04 3,8 106 25 1019 16,2 1031 9,1 22,0

Ireland 2004 -06 -179 184 12,6 10,7 93 1501 23,7 283 45 20,0
2005 -2,1 -245 121 59 14,8 6,5 1712 338 26,2 45 35,1

2006 | -4,2 -5,3 2,7 -12,5 128 119 191,7 410 238 4,5 21,3

2007 | -6,7 -195 31 -154 143 43 1981 249 240 4,5 9,6

Italy 2004 | -0,6 -16,7 11,0 -6,8 11,0 3,6 89,7 7,5 100,0 8,3 7,2
2005| -0,8 -17,7 6,8 -5,0 9,2 54 95,9 96 1019 8,0 12,1

2006 -10 -228 -05 @ -126 7,0 31 1022 104 1025 75 10,5

2007 | -13 241 -12 -10,0 6,5 26 1096 119 997 6,9 0,6

Portugal |2004| -80 -668 9,0 -4,1 71 -16 1658 130 620 68e 6,4
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2005 -85 699 53 -3,5 74 -1,4 1714 120 674  77e 10,7
2006 | 96 -7193 07 -4,4 43 -15 1765 126 692 82 13,8
2007 | -10,1 -888 0,6 -4,5 51 -19 1850 182 684 87e 10,2

Spain 2004 -40 -519 108 2,5 94 13,0e 1378 195 453 113 16,3
2005 -54 556 78 55 9,6 8,0e 1549 269 423 10,6 25,3
2006 | -7,2 658 31 -3,2 10,0 11,2e 1778 352 389 9,6 20,0
2007 | -88 -781 27 -3,2 11,3 63 1919 26,0 355 8,6 16,8

Flags: e — estimated, na — not available, p — provisional.
Source: European Commission (2014).

Current account balances across the euro area countries have
developed very differently over the first ten years of the euro. The Southern
European economies built up large current account deficits vis-a-vis the
Northern euro area countries and experienced a massive loss of
competitiveness. Data for current account balance in 2004 — 2007 in Table 1
provide evidence of this development. Current account imbalances derived
both from structural competitiveness factors (different countries’
restructuring and outsourcing of production) and from the asymmetric
macroeconomic effects of the EMU on creditor and debtor countries (sharing
a common currency) (Guerrieri, 2012). By removing exchange rate risk, the
introduction of the euro encouraged massive capital flows to, and large
current account deficits in the South eurozone. Meanwhile, there have been
large current account surpluses in Northern countries. To some extent, these
deficits may reflect the higher investment needs in the lower-income
countries in Southern Europe as they lag behind in terms of economic
development. But sustaining such imbalances has serious consequences for
the economy and the euro. The excessive demand boom in the peripheral
countries was promoted by private and public consumption and residential
investment spending.®® This led to persistent inflation, strong increase of
ULC, loss of competitiveness, and asset price inflation — notably in the
housing market, so gaps in competitive positions widened in the two groups
of countries. These developments were not sustainable.

While little attention was paid to these imbalances for many years,
the recent crisis has shed more light on them and revealed many weaknesses
in the euro zone architecture. Since the start of the crisis and in particular
after 2009, the large capital flows from the Northern countries have suddenly
stopped, creating severe adjustment pressures. However, to correct existing
imbalances in a sustainable way, both deficit (debtor) and surplus (creditor)
countries have to pursue appropriate policies. According to De Grauwe
(2012) as well as Ederer (2015), adjustments in surplus and deficit countries

% In Spain and Ireland, foreign capital was used to sustain massive construction booms. In
Greece, Portugal and to a lesser extent Italy, foreign capital was used to finance
consumption (Gross, 2012).
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need to be symmetric and coordinated to prevent further destabilising
developments in the EMU.

Running continued current-account deficits also adds to the national
debts, whether it is in the form of government debt or private debt. There
were countries in both analysed groups highly exceeding the reference value
of 60% GDP for government debt (Greece, Italy, and Belgium). In contrast,
Luxembourg (first group) and Ireland (second group) recorded very low
general government debt ratio in the analysed period. However, while in
Luxembourg government indebtedness has stayed at a low level during the
crisis, in Ireland the development has rapidly changed since the outbreak of
the crisis, reaching more than 120% GDP in 2012, mainly due to rescuing its
insolvent banking system by the government. A significant rise in
government debt ratio has been recorded also in Spain since 2008. This
supports the statement that high public debts can be more the effect than the
cause of the EMU crisis.

Private sector debt as percentage of GDP exceeded the indicative
threshold in three economies from the second group (Ireland, Portugal, and
Spain) and in two countries from the first group (Belgium and
Netherlands)“*°. What can be considered as crucial is the fact that the overall
indebtedness of both private and government sector was higher than 200% of
GDP in all countries belonging to the second group in 2007. This, combined
with other macroeconomic imbalances, contributed to negative development
in the next years.

As regards other two indicators, export market shares and
unemployment rates, the picture is mixed. From the view of changes in
export market shares, France seems to be even more problematic than Italy
or Ireland and in the analysed period unemployment rates only slightly
exceeded the threshold in Germany, Greece and Spain.

As development after 2007 shows, it was economies from the second
group that have experienced the most serious economic difficulties -
recession, increase in overall indebtedness and rapid deterioration of labour
market situation. Finally, financial assistance from the EU*' and
International Monetary Fund (IMF) has been provided to Greece (2010,
2012), Ireland (2010), and Portugal (2011) as well as to the Spanish banking
sector (2012). In return they committed to implement austerity measures
aimed at reducing their budget deficits and agreed to implement structural
reforms in order to improve their competitiveness.

“© And probably also in Luxembourg, where data are not available for this indicator until
2008.

*! The European Financial Stability Facility (EFSF), the European Financial Stabilisation
Mechanism (EFSM), the European Stability Mechanism (ESM), bilateral loans from euro
area Member States.
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Conclusion

As the development of the scoreboard indicators in twelve euro area
Member States in 2004 — 2007 shows, a combination of several
macroeconomic imbalances was present in this period. So the MIP
scoreboard would have anticipated a high risk of the emergence of the crisis.
The macroeconomic imbalances proved to be unsustainable, and in
worsening global economic environment, they led to serious crisis which
required providing financial assistance to economies concerned.

Large macroeconomic imbalances may also undermine the stability
and functioning of the whole EMU and affect confidence in the euro. Thus,
for the solution of the crisis and successful functioning of the euro area in the
long term, it is of utmost importance to eliminate or reduce the existing
imbalances within the monetary union, using the appropriate governance and
policy mix. The new procedure for preventing and correcting
macroeconomic imbalances in the euro area could facilitate such
adjustments, prevent macroeconomic imbalances from re-emerging and
contribute to sustainability of the EMU, provided that the new governance
framework is used effectively and takes into account the real causes of the
eurozone crisis, i.e. understands the imbalances as a symmetric phenomenon
requiring a coordinated cross-country approach.

Note
This research was financed under the Horizon 2020 program, project
No. 649261 — FIRSTRUN.
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Abstract

We argue that the ability to coordinate under strategic
complementarity is substantially affected by mutual interactive development
at the individual and aggregate level. Optimal strategy which is followed by
each player does not only depend upon strategy of the other player but also
on conditions prevailed at the aggregate level. Results of our laboratory
experiment suggest that certain type of player might be or might be not
awarded depending on type of the economy, which has important
implications at the aggregate level with respect to the speed of the
convergence.

Keywords: Coordination, convergence, nominal inertia, expectations

Introduction

Keynesian coordination problems have received considerable
attention in many studies, among others Ball, Romer, (1991), Cooper, John
(1988), Ochs (1995), Cooper, and Haltiwanger, (1993), Oh, Waldmann
(1994), Haltiwanger, and Waldman, (1989). These studies argue that an
environment described by strategic complementarity with heterogeneous
agents might have important implications at the aggregate level. In a
nutshell, the presence of strategic complements causes that rational agents
have a tendency to imitate the behavior of naive agents and through that
multiply the effect of non-equilibrium behavior at the aggregate level. As a
result the mix of sophisticated and naive agents in the economy in case of
one time shock will result in an adjustment path similar to pure naive case
adjustment with only slow movement to equilibrium in an environment of
strategic complementarity. This mechanism is enabled by the presence of a
small number of naive agents, whose effect on the adjustment process is
disproportionally important for the first few periods after the shock. The first
order effect of small fraction of naive agents at the aggregate level is
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documented by many studies such as Akerlof and Yellen (1985) or
Blanchard, Kiyotaki (1987).

Coordination issues were also investigated on experimental basis by
Fehr and Tyran (2007), (2008), Van Huyck et. al (1990), (1991), Russell,
Thaler (1985). Research of Fehr and Tyran (2007), (2008) suggests that the
slow adjustment of nominal prices after a fully anticipated monetary shock is
the case under conditions of strategic complementarity and coordination
represents a problem. With help of experimental framework similar to Fehr
and Tyran (2001) we aim to extend the latest research. We argue that the
ability to coordinate under strategic complementarity is substantially affected
by mutual interactive development at the individual and aggregate level.
Optimal strategy which is followed by each player does not only depend
upon strategy of the other player but also on conditions prevailed at the
aggregate level. As a result coordination of individual player and
coordination at the aggregate level has to be distinguished for our purpose.
Our results suggest that certain type of player might be or might be not
awarded depending on type of the economy, which has important
implications at the aggregate level with respect to the speed of the
convergence. Our conclusions will differ with respect to whether players
face an environment of real or nominal values.

In the next section we introduce experimental design. The following
section provides us with basic simulations related to the aggregate and
individual level development. Presentation of the main results of the
experiment and its comparison with simulations is the content of the next
section. Summarization of our main findings follows.

Experimental design
The following section describes the nature of experimental design
together with the character of experimental procedures and parameters

General description of Experimental Design

Experimental design inspired by Fehr and Tyran (2001) is based on
n-player pricing game with strategic complementarity and unique
equilibrium. All n subjects in the role of firms have to set simultaneously
their nominal prices in each period of the game, but at no cost in any period.
The experimental game is divided into a pre-shock and post-shock phase,
with 2T length periods each. The pre-shock phase, which lasts T periods
serves the purpose of equilibrating the system and is given by Moy.
Afterwards, a fully anticipated negative monetary shock is implemented,
where money supply is reduced to M; The post-shock phase then lasts an
additional T periods. We need to emphasize that the shock was fully
anticipated and was therefore common knowledge to participants, together
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with the length of the post-shock phase. Post-shock phase enables to observe
the character coordination to equilibrium at the aggregate level and also at
the individual level. In other words we may observe how nominal prices
adjust in response to the shock in various treatment conditions.

The subject’s pricing behavior is governed by the size of pay-offs.

The real payoff of subject i, r;, is given by

;= T; (Pi,P—il M) i:l, .., N (2)

Where P; stands for i’s nominal price, P_; is the average price of the
other n-1 group members and M denotes a nominal shock variable (money
supply). The nominal payoff is expressed as P_;m;.

We use the aforementioned payoff function Fehr and Tyran (2001) in
our experimental setting with treatment condition, which relates to the form
in which payoffs are expressed. The payoff can be either real or nominal.
The real treatment (RH) marks the situation, where subjects receive the
payoff information for their decision making in real terms. In the nominal
treatment (NH), subjects receive the payoff information for their decision
making in nominal terms. In order to compute their real payoffs, subjects in
the nominal treatment have to divide their nominal payoffs by the average
price of the other n-1 group members, i.e. P_;m;/P_;.

Additionally, experimental subjects are in a group with other n-1
human subjects. The aggregate response rule is not known in advance, which
implies that the subject has to form expectations about price choices of the
other n-1 human opponents in his group. This induces uncertainty, which is
substantially higher under nominal frame. As a result we may expect that
character of coordination may differ depending on the type of frame with
which subjects have to cope with.

Experimental parameters

In our experiment, group size of n=4 is set and remains constant for
the whole period before and after the shock. Each group has two types of
subjects, subject of type x and subject of type y, equally distributed within
the group. The payoff function differs among the players, where x types have
to select a relatively low price in equilibrium, whereas y types have to
choose a relatively high price. The money supply before the shock in each
treatment was given by Mg= 42, while in the post-shock phase it was given
by M;=My/3=14. The average equilibrium price over all n group members in
the pre-shock phase is given by P;=18, whereas in the post-shock
equilibrium P;=6. The length of the pre-shock and the post-shock phase is
T=20. Experimental subjects interact via computer terminals and have to
select in each period an integer price P; in interval from 1 to 30. They also
have to form an expectation P¢; about P_;. In order to make the appropriate
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aforementioned decisions the subjects receive information about their
payoffs in a matrix form (See pay off tables of Fehr and Tyran (2001) for
more details). The payoff matrices are designed for x and y-types of players
for all treatment conditions. Either the real or the nominal payoff is present
in the matrix for each feasible combination of (P;, P_;).

In total, 80 subjects participated in the experiment. 40 subjects
participated in the nominal treatment NH, 40 subjects participated in the real
treatment RH. Subjects were paid a show-up fee of 150 CZK. This was also
the minimum amount, which they could win during the game. The total
earnings of the subjects in the experiment were approximately 450 CZK on
average. The experimental session lasted 90 minutes on average. The
experiment was conducted in the Laboratory of Experimental Economics,
Prague, in June 2011. In order to experimentally test the subjects’ behavior
through computers, the Java program was used to set-up the experiment.

Aforementioned experiment is not macroeconomic in Walrasian
sense and rather concentrates on single market. However, this is not a
problem since temporary macroeconomic models rest on microeconomic
foundations. Thereby, laboratory experimentation is in line with current
macroeconomic modelling and the size of experimental sample might be
considered as a sufficient in order to form relevant conclusions at aggregate
level. Exactly because macroeconomic models are based on individual
behaviour, experiments might provide guidance for how subjects perceive
examined phenomenon. For instance, in the economy with multiple
equilibriums it might indicate what equilibrium subjects consider as more
relevant, (Duffy, 1998, 2008).

Simulations of Coordination Issues at the Aggregate and Individual
Level

The so-called coordination problem appears to be a crucial factor
which may affect the speed of adjustment in the economy after the shock.
However, coordination as an effort to move quickly towards equilibrium
with high expectation correction and immediate adjustment is not sufficient
delineation as emerged during the course of research. In order to explain
properly this phenomenon we need to distinguish coordination problem at
the aggregate and individual level for our purpose. Our statements are
underpinned by simulations based on aforementioned experimental design.

2.1  Coordination at Individual Level

Coordination at the individual level is understood as a strategy used
by each player. Our simulations based on experimental design proved that
mostly two basic types of players were responsible for the final development
at aggregate level. Firstly, an adaptive player (AE) is present as a type of
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player who does not coordinate at all, i.e. “no coordination is present”, and
his behavior is dependent on past price development. His expected price is
usually above the actual price, which means delayed expectations. As a
result he expects the average price close to the pre-shock price development.
Secondly, the rational player (RE) is present as a type of player, who offers
coordination with respect to his strategy of immediate movement to the
equilibrium. His expectations are in line with price development. Figure 1
shows individual pricing behavior of rational and adaptive players according

to type of the player.

Figure 1: Simulations of Individual Pricing Behavior
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Also note the presence of two type of players x and y mentioned in
experimental design. Later, results of the laboratory experiment will show
that behavior of rational player may change if the rest of the individuals are
not willing to coordinate. In that case rational player is persecuted by lower
income. As a result, he stops to coordinate and switch to behavior closer to
the adaptive one. He slows down his adjustment to the equilibrium because
of his unconfirmed expectations, thereby causing nominal inertia. Although
the player remains fully rational, the best way for him is to behave in an
adaptive way in order to maximize pay-offs. His behavior therefore might be
described as adaptively-rational and will be close to the behavior of adaptive
player.

2.2  Coordination at the Aggregate Level

Various cases may arise from the combination of the aggregate
versus individual level. In the economy, there may appear players who will
be willing to coordinate, but might be overweighed by subjects who are not
willing to coordinate or do not coordinate (i.e. adaptive players), which leads
to no coordination or even discoordination at the aggregate level.
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The character of coordination at the aggregate level has to be
distinguished according to the type of economy present. Results show that a
purely adaptive economy is considered an economy where no coordination is
present after the negative shock because price adjustment together with
formation of expectations is restricted purely to past development. This
economy consists only of adaptive players. An economy where coordination
takes place after the negative shock in a more or less successful way consists
primarily of rational players willing to coordinate. Lastly, an economy with
negligible coordination or even discoordination consists primarily of players,
which are not able to cope with the character of an environment or adaptive
players are present. Simulations in Figure 2 below show how the speed of
convergence in the economy might be affected by the presence of particular
players. If the economy is purely adaptive, the development after the shock
follows backward-looking character. This is depicted by the line with
slowest adjustment. On the other hand the presence of rational player in the
economy, who is willing to coordinate, significantly fastens the adjustment
to equilibrium after the shock. The adjustment to equilibrium is fastest. If
rational player does not want to coordinate in the economy anymore because
of his upset expectations, he will follow behavior close to adaptive player.
This will substantially slow down the speed of adjustment and the
performance of the economy is represented by the line which lies in the
middle.

Figure 2: Simulations of the adjustment process in particular economies
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The following section will reveal the main results of experiment and
compare them to basic simulations mentioned above.

3.1  Results at Aggregate level

Figure 3 describes experimental results gained at the aggregate level.
In order to compare the performance in the economy of the real (RH) and
nominal treatment (NH), simulated case of purely adaptive economy (AE)
with no coordination at aggregate level was added.
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Figure 3: Development of the average price in the economy of NH, RH and AE.
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Directly after the monetary shock is imposed, the tendency for
inertial pricing is significantly lower for players in the real treatment. This
indicates that sufficient coordination is the case due to frequent presence of
rational players, who contribute to faster convergence to equilibrium as
proved by simulations. The tendency of rational player to behave in
complementary way is very low in this economy. The speed of adjustment of
this economy is close to the simulated case of highly coordinated economy
as suggested by Figure 2.

In contrast, the nominal treatment exhibits characteristics of no
coordination or even disccordination at the aggregate level, since its
performance is even lower than that of adaptive economy. The speed of
adjustment to the equilibrium is rather slow. We may presume frequent
presence of players, who are defeated by the nominal frame or the presence
of rational players who behave in complementary way since it is profitable
for them. The performance of this treatment is in line with simulated case of
the economy with rational player who behaves in complementary way to
players, which are not willing to coordinate.

If expectations are to be evaluated, the nominal treatment expects
price P¢=18 directly after the shock, whereas the real treatment expects
Pe=12. This again confirms that the nominal treatment is more inertial in the
period after the shock compared to the real treatment.

Development at the aggregate level raises the question, to what extent
it is desirable to behave in the economy in a rational or adaptive way.

3.2 Results of Coordination at Individual Level

The following section provides closer look on the frequency of
particular types of players with respect to the type of treatment.
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The real treatment

Fast adjustment to equilibrium of the real treatment at the aggregate
level is given by composition of players within the groups. Representative
group RH 5 (where RH stands for the real human treatment and number of
group), documents that it takes only 5 periods till the price will adjust to
equilibrium after the shock, (See Figure 4). Results confirm the presence of
rational players who speed-up the process of equilibrating. However,
sometimes also the presence of adaptive players is the case, which is in line
with the speed of the convergence of group which was not immediate. This
composition of groups with mix of rational and adaptive players was mostly

the case of all groups within the real treatment.
Figure 4: Average price development in Group RH 5
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Figure 5 below documents the performance of player x; from
representative group, whose pricing strategy definitely reflects rationality.
Based on his coordination effort, he significantly reduces his price directly
after the shock.

Figure 5: Development of income, expected price of player x; and average price of the other
n-1 players in the economy, RH5
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Since his expectations are not met with the development of the
average price in the economy, which is much higher, his income is
significantly reduced in the first post-shock period. From then, the best
strategy is to behave in an adaptive way with a smooth adjustment to
equilibrium. This provides proof that rational player who is upset in his
expectations may switch to adaptive behavior. Behavior of player x, might
be also described as a rational one directly after the shock. He also
coordinates with his price downwards to new equilibrium, but the reduction
is weaker as opposed to the previous player. After the correction is made, he
follows adaptive behavior. Pricing behavior of both rational players is in line
with performed simulations, (See Figure 1).

The behavior of player y; is typically adaptive, since his expectations
are delayed in the first post-shock period and are in line with the pre-shock
price development, significantly above the actual average price in the
economy. Another piece of evidence that the player is adaptive is that his
individual price exactly reflects the simulation price, which is set by the

adaptive player of type y after the shock and which equals 18, (See Figure 1).
Figure 6: Development of income, expected price of player y; and average price of the other
n-1 players in the economy, RH5
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His adaptive behavior results in significant reduction in income for
the first post-shock period. Player y, exhibits similar behavior and even
overshoots his expectations, which are then above the pre-shock average
price. He also sets an adaptive price of 18 after the shock, which results in

significant reduction in income. As a result this player reacts in the next
period by correcting his expectations downwards. This is met with success,
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since his income immediately rises. From then, he follows the same adaptive
behavior like player y;.

On average the group is coordinated in a good way, since the
expected price is in line with the average price development and income is
maximized most of the time, (See Figure 7). Coordination was mostly
induced by rational players, who significantly correct their expectations
towards the equilibrium in the first post-shock period, which is in line with
flexible price adjustment. This also had a positive effect on the other
adaptive players in the group, who reacted in the consequent period by
correcting their expectations towards the average price. This contributed to
the fact that the average price adjusted very quickly after the shock to the
new equilibrium. This is also documented by the size of income, which is
maximized for most of the time, the exemption being the first post-shock
period. Rewards of rational players were slightly higher on average than that
of adaptive players, which suggests that the real treatment benefits these

players due to conditions prevailed at aggregate level.
Figure 7: Development of average price, expected price and average income in RH5
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The nominal treatment

Groups present in the nominal treatment are mostly characterized by
discoordination due to the fact that subjects have to cope with the nominal
frame. The development of the average price in representative group NH5 is
highly inertial, with a very slow speed of adjustment to the equilibrium,
which is attained almost at the end of the post-shock phase, but eventually
overshoot takes place. Slow adjustment suggests that confusion by nominal
variables was so severe that some individuals were not willing to coordinate.
The average price is even higher than the pre-shock level (See Figure 8
below). A closer look at individual pricing behavior shows that
representative group consists mostly of players who are defeated by the
nominal frame, less adaptive players are present. Most of the groups in the
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nominal treatment exhibit similar features which in turn affects the speed of

convergence at the aggregate level.
Figure 8: Average price development in NH5
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The player x; is typical example of the player defeated by the
nominal frame, who is not willing to coordinate to equilibrium. After the
shock he raises his price to considerably high levels. His expectations are
high and significantly above the average price in the economy.

Player x; is also not willing to coordinate, since he does not react
anyhow after the shock and is still fixing his price at the same level. Since he
achieves low income, he corrects his expectations about the average price
upwards to 22 for 6 periods. This is in line with individual price, which is
adjusted upwards to 17 and remains fixed for these periods. Although the
player is penalized by quite a low income in these periods, he does not
change his strategy anyhow. Then in the period 33 he corrects his
expectations downwards, followed by price adjustment and is again fixing
expectations and the price for the next three periods. From then he tries to
adjust to the equilibrium in adaptive way.

Player y; retains his individual price at the same high pre-shock level,
because he expects high average price. This is not met with the success as
income reduction follows. As a result he reduces his price in the second
period two units below the simulated price of the adaptive player and is
rewarded by almost maximum income. His adjustment is full of downward
and upwards swings, since he is probably confused by nominal values. He
ends up overshooting the equilibrium price.

Player y, was the only one who reduced the price after the shock,
which was in line with his expectations. In other words he tried to offer
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coordination after the shock, but due to the behavior of player x; (who set a
high price) and player x, (who was fixing the price), the average price was
quite high and the coordinator achieved a low income. As a result he was no
longer willing to coordinate and started to behave in complementary way to
other players. As a result his pricing behavior became highly inertial.

The player x; later decided to correct his price closer to the
equilibrium at the moment when player y, was already upset with his
expectations. This shows that severe discoordination is present. Players who
are willing to coordinate in a particular time are prevented from doing so,
because other players are not willing to do so due to their confusion by
nominal values. Coordination effort is persecuted by lower income and this
provides incentives to behave in complementary way. As soon as the other
players decide to adjust their price to equilibrium, because they start to see
through the nominal veil, they are hindered in their behavior by upset
coordinators, who already gave up any effort. Thus, the formation of
expectations and consequent pricing behavior is much more difficult under
the nominal frame, which leads instead to a discoordination at aggregate
level.

If we have to evaluate the performance of the group NH5 on average
in Figure 9, discoordination has a serious impact on the average price and

expectations, which are fairly inertial.
Figure 9: Development of average price, expected price and average income in NH5
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For the whole post-shock phase, expectations are delayed behind the
average price. Rewards are not maximized, since the average price is fairly
remote from the equilibrium. Only in the second half of the post-shock phase
do subjects start to move downwards with their expectations and prices.

Maximum rewards are achieved neither in the pre-shock phase, nor in the
post-shock phase. After the shock, income reached the minimum levels
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during three periods, but in consequent periods it grew only steadily, mostly
being between 30 and 35.

Conclusion:

We tried to verify that the ability to coordinate under strategic
complementarity is substantially affected by mutual interactive development
at the individual and aggregate level. With help of the laboratory experiment
inspired by Fehr and Tyran (2001) we conducted simulations, followed by
evaluation of results gained at aggregate and individual level.

Simulations performed at the individual level reveal that basically
two types of players are present. Either adaptive player not willing to
coordinate or rational player willing to coordinate is present. Additionally,
simulations at the aggregate level suggest that the presence of rational player
increases coordination in the economy and speeds up consequent adjustment
to the equilibrium. In contrast the presence of the player, who is not willing
to coordinate (either adaptive player or upset rational player) slows down the
adjustment to the equilibrium.

Experimental results at the aggregate and individual level are in line
with our simulations. As a result we may confirm our presumptions that
coordination, no coordination or discoordination exists at the aggregate level.
The real treatment consists mainly of mix of rational and adaptive players
with fast adjustment to equilibrium. Additionally, players have no tendency
to exhibit complementary behavior in direction of naive agents. This
contributes to sufficient coordination at the aggregate level in this economy.
The nominal treatment consists mainly of adaptive players or players
confused by the nominal frame. Players tend to behave more in
complementary way in direction of naive adjustment. As a result, this
treatment is rather representative of no coordination or even discoordination
at the aggregate level.
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Abstract

This paper deals with the assumptions of realization of silver
economy in the EU, regarding expected effects related to aging in Europe.
Intention is to present differences in size of potential demand formation of
population in old and new EU countries. We also examine differences in
consumption on EU level as well as in consumption of households in a
given age groups. Special attention is paid to Slovakia and main
consumption constraints including income inequality in particular regions
and among them. The supplemented aspects of technological changes and
determinants of consumption with both economical and non-economical
character are included. For potential demand analysis we used EU-SILC data
and individual data from Social Insurance Agency in Slovakia. In crisis
period, problems with economic growth and high level of unemployment
rate together with stagnation of wages represent barriers for formation of
potential demand. These factors could significantly entail lower levels of
average pensions, which could be accompanied with changing consumer
preferences, purchasing power, aggregate demand, employment and sectors
of production. At the end of the paper we conclude that in the new EU
member states there is only little space for real saturation of consumption by
goods and services for older people in terms of the concept of silver
economy. On the other hand, Germany, Austria, France, Mediterranean,
Nordic and Benelux countries represent a significant consumer opportunity
in terms of the potential demand of older people aged 50 years and over.
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Introduction

Present situation in EU countries is marked by persisting debt crisis
with significant problems of public budgets, stagnation of wages, high
unemployment rate of young people and trend of aging population. From the
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future perspective finding answers to questions on the impact of technologies
(with related reduced need of workforce) and the deepening problems of
income polarization is becoming very significant. Both effects are substantial
in relation with demographic development. Therefore the search for new
factors of growth gains an importance and it is also based on the effects of
so-called ,,Silver Economy*“.

The “Silver Economy” can be defined as the economic opportunities
arising from the public and consumer expenditure related to ageing
population and the specific needs of the population over 50 and it comprises
a large part of the general consumer economy, but with considerable
differences in spending priorities and patterns (European Commission,
2015). The review of literature about ageing population showed two opposite
directions. The first (e.g. Bloom, DE and Canning, D., 2008, Sharpe, A.
2011) draws attention to the negative aspects associated with public finances.
The second takes a positive look at our ageing population, which create
social and economic opportunities and challenges (eg. Prettner, K., 2009). It
IS expected that the new generation of older people (aged 50 and over) in
Western Europe countries could be heathier, more educated and financially
independent. This generation should have various interests and should devote
higher share of their budget to leisure activities. It is expected that older
adults should be more interested in innovative products and services which
would help them to improve the quality of life and maintain their
independence. Change in demographic profile of the EU is indicated by
growing median age, which in the period from 2000 to 2013 increased by 3.9
years, reaching a value of 41.9 years. This means that half of the population
of EU28 is younger and half is older than 42 years. The relative increase in
the older age groups was caused by lowing fertility rates and increasing
longevity. Demographic changes are also influenced by benefits from
economic, social and medical advances and they differ across Europe. In the
countries of Eastern and Central Europe there is faster process of aging
population, while in other countries (with some exceptions) process of aging
is already significantly advanced (Lukacova, M., Pilinskd, V., Vano,
B.,2005).

Assumption of realization of silver economy concept more broadly is
that convergence processes started in countries that joined EU. Although
new EU countries took major steps towards economic integration in recent
decades, due to the diverse economic level, the differences in wage and
pension levels in old and new EU member states can be still observed. The
amount of savings, propensity to save as well as saving rate also differ across
countries at a given point in time. The territorial enlargement of the EU
meant acceptance of countries, which were undergoing transformation
process aiming to create a competitive free market. This was accompanied
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by decreasing of economic importance of some sectors (e.g. agricultural), by
increasing inter and intra-regional income disparities and by growing risk of
poverty. Planned convergence of countries was achieved in some parameters
at macro level. Considerably it was influenced by subsidiaries enterprises
and parent companies, which were established and operated in new member
states during the privatization and deregulation processes of transformation.
In the new EU countries financial sector development allowed households to
meet with loans the demand that they were not able to meet with their wages,
which means that income and consumption situation was ameliorated mainly
by increasing of households” indebtedness.

With the financial crisis that peaked in 2008 the conditions for real
application of silver economy concept started to fundamentally change.
Despite continuing trends in population aging in old and new EU member
states, which means growing numbers of older people, the assumption of
significant growth of disposable income of this age group was not fulfilled,
mainly in new EU member states.. The crisis in fact slowed down and
stopped economic convergence processes. As crisis is gradually deepening,
differences rise between old and new member countries, but also inside these
countries. These are visible mainly through high unemployment rate and
long-term unemployment, which relate to problems of structural character in
most European economies. These have deep regional differences also inside
economy. In old EU member countries wages stagnate on much higher level
than in new EU countries. So there exists a real threat of future retirement
pension’s creation on lower level than its current level. Neither in old EU
countries with high unemployment rate (except Austria, Germany and Great
Britain)*, it is not possible to expect a non-problematic creation of
retirement pensions in the future. The process of creating savings in the age
group over 50 slows down and existing savings depletes quite quickly. Crisis
conditions thus create different level of older people potential demand in
new and old EU member countries. This means that countries differ in
reaction in the field of consumption of older people. Differentiation is not
only in income formation of ageing population but also in size and
performance of particular economies, as well as in flexibility of national
policies supporting export of goods and services for seniors.

Methodology and Data

Aim of this paper is to characterize possibilities of realization of
silver economy concept in EU conditions. Reason is the existence of need for
finding the growth factors in concerned Europe’s economies. This is forced
by continuing crisis, high indebtedness of all subjects, narrowing space for

“2 The unemployment rate stood below the 5% level in 2014 (Eurostat).
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traditional export, problems in area of competiveness of European
production and by started trend of population aging. Framework of
investigation of given issue represents analyzing the potential demand of
older people in EU regions (special attention is devoted to Slovakia) and the
structure of older people households’ consumptions in EU. We also included
presentation of potential forming of silver economy in terms of technological
changes and determinants of future consumption of economic and non-
economic character. In this paper we assume that the silver economy consists
of consumers in post-reproductive age, thus consumers over 50 years (older
people).

In the context of executed analyzes, for better identification of
differences in potential demand, also in consumption behavior of older
people, we consider these age groups: young-old (50 — 64 years), old-old (65
— 79 years) and the oldest-old (80+ years).

Achieving goal is secured through analysis of differences in the
potential demand of older people in old and new EU countries in particular
age groups. We also identified EU regions with the highest potential demand
of population aged over 50 years using data from EU statistics on income
and living condition (EU SILC). Special attention is devoted to income
analysis of older people in Slovakia, in which data on individual basis from
Social Insurance Agency in Slovakia are used. This database includes data
about 3.7 million persons since 2005 in this structure: incomes earned from
work, retirement pensions, family allowances, social and unemployment
benefits. Due to exposing not only the overall income situation, but also to
show existing income inequalities between regions in Slovakia we also
included the development in income stratification. Characterized potential of
consumption is confronted with the structure of consumption of older people
in EU by particular age groups.

For analyzing consumer behavior we used Eurostat database, while
more detailed data on the structure of expenditure were available on request
for EU22* countries for year 2005. For examination of how consumer
behavior differ among EU countries we used cluster analysis, which is a
multivariate technique used to group households based on similarities in their
budget allocation patterns through maximizing within-group similarities and
between-group differences. The outcome of this cluster analysis is several
clusters of older people households, with each cluster displaying a distinct in
expenditure pattern. The data characterized pre-crisis period with specific
features like stable influences on the consumer demand in long-term
perspective and relative price stability. Despite this limitation, these results
together with current development of potential demand allow to better

“3 Except for Czech Republic, Italy, Malta, Poland, Portugal and Croatia.
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estimate changers in structure of future consumption of older people
following considered price liberalization for example in energetics etc. We
also analyzed the effect of age on consumer behavior according expenditures
for several goods and services coming from household’s survey from
Statistical Office of the Slovak Republic for years 2004-2011. We are aware
of the fact, that for analyzing life-cycle consumptions profiles are more
appropriate panel data, where the same people are traced over time, but these
data are not available for our country. In the analysis of Slovak consumers
we included only those households, in which all members of households
fulfill age requirement.
Following hypotheses were testing using an appropriate data:

1. The concept of silver economy as we know it won't have any
realization problems in EU.
2. Differences in demographic development between old and new EU

countries and problems in formatting of potential demand of older people in
particular countries will represent a barrier in realization of silver economy
concept in particular regions of Europe.

3. Continuing and deepening crisis will influence unemployment rate
(especially long-term unemployment), which means that the gap in potential
demand of older people between old and new EU countries will deepen.

Differences in ageing, income and consumption of older people in old
and new EU member states
Demographic trends

According to data from Eurostat in the last 20 years the senior
segment of the population (65+ years) in EU is continuously rising by
average annual rate of 1.5 %. For the last ten years in EU28 the number of
seniors has increased by around 12 million, reaching level of 92 million
persons, of which more than half (57 %) live in Germany (17 mil.), Italy
(12,6 mil.), France (11,5 mil.) and Great Britain (11 mil.). However,
dynamics of the aging process is in each EU member country different.
Gradually it will occur that the countries with the youngest population will
belong to countries with the oldest populations. Slovakia belongs to the
countries with the youngest population in EU. By the year 2050 there will be
a dominance of post-productive population over the children component
(about 223 people aged 65+ will fall on 100 people younger than 15; the
share of those aged over 80 years will rise from current 3 % to 8 %). Aging
process in Slovakia will belong to the most intensive ones and this country
will become one of the oldest counties in EU (Jur¢ova, D., Vaio, B., 2011).
Similar aging process like in Slovakia will occur in countries like Poland,
Latvia, Romania, Lithuania and Hungary. However in general (with a few
exceptions), currently countries which are considered as part of Northern and
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Western Europe have values of aging population indicators above the EU
average. In these countries process of population aging should slow down.
On the other hand, in Central and Eastern European countries with the
lowest values of aging population indicators, we can expect one of the
biggest demographic changes (Palenik,V., 2012).

Potential demand in EU

Table 1 shows difference in size of potential demand by selected age
groups in old and new EU member countries. According to the results of data
analysis, in the period covering mid-term perspective, due to the number of
older people as well as due to higher level of average income, old EU
member countries are more promising for silver economy realization.

Table 1: Potential demand of older people in old and new EU member countries, as % of
total EU potential demand in particular age groups, year 2009

50+y. 50-64Yy. 65-79y. 80+ y.
Old member countries 88,17 % 87,53 % 89,24 % 89,14 %
New member
countries 8,10 % 8,49 % 7,45 % 7,42 %

Source: data processed from EU SILC 2009, based on average income

From the territorial point of view, regions (created by using
multifactor analysis, Pauhofova, ., Palenik, M., 2013) with the highest
potential demand are: those of Mediterranean Sea (mainly Italy), Germany
and Austria but also region of France. Northern countries and countries of
Benelux have also relatively good potential for realization of silver economy
concept. Because of low income level, this feature cannot be applied for new
EU member countries (figure 1).

Figure 1: Regions with the highest potential demand of population aged 50 years and over
(%, year 2009)
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Source: data processed from EU SILC 2009, based on average income; Eurostat
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Income of older people in Slovakia

Comparison of income level development of population in active age
with those aged over 50 shows, that the perspective of young old people (that
are still more often active in the labor market) is significantly worse than the
situation which old-old people had before they began receiving pensions.
Slovakia lag behind old EU member countries in the degree of population
ageing, but it is expecting to continue getting old over the next few decades
more rapidly. It seems to be probable that higher income level of current
active population in Slovakia will not be able to substitute decline in income
of the next generation of old-old and the oldest-old people. These are the
problems of generational polarization of income resulting in reducing
consumption of specific goods and services. Results of our previous research
(Pauhofova, Martinak, 2014) showed only small overall increase in
consumption, which was more caused by rising households debt burden than
by income growth. The formation of potential demand in Slovakia for the
2005-2013 period can be seen in table 2.

Table 2: Development of average net income of population of Slovakia for each age group.
(Euro, constant prices 2013, 2005 — 2013)

2005 2006 2007 2008 2009 2010 2011 2012 2013

All 418 430 458 473 486 501 504 510 514

Active 491 502 539 551 552 566 569 573 577

Young old 439 454 476 494 524 543 552 559 560

Old-old 316 329 347 358 396 416 421 436 447

Oldest-old | 302 315 335 342 372 384 379 384 394

Source: data processed from Social Insurance Agency in Slovakia

Significant disparities in regional income distribution create
conditions for the differentiation of structure and size of consumption of

older people in particular regions (table 3).
Table 3: Stratification of older people net income by region (%, year 2012)

50-64 years 65-79 years 80+
300- | 500- 300- | 500- 300- | 500-
<300 | 500 | 1000 |>1000 | <300 | 500 | 1000 |>1000 |<300| 500 | 1000 |>1000
BA| 11 | 32 38 19 9 59 25 6 10 | 74 15 0,45
TT| 19 | 41 32 7 17 | 70 12 1 19 | 78 3 0,04
TN| 18 | 44 33 6 14 | 71 14 1 14 | 82 4 0,05
NR| 23 | 43 28 6 21 | 69 10 1 25 | 72 3 0,05
ZA| 20 | 44 30 6 15 | 72 12 1 14 | 82 4 0,06
BB| 22 | 42 30 6 15 | 72 12 1 16 | 80 4 0,05
PO| 24 | 45 26 5 17 | 73 9 1 17 | 80 3 0,02
KE| 22 | 39 31 8 16 | 67 16 1 18 | 76 6 0,07

Source: data processed from Social Insurance Agency in Slovakia
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Relatively low net income in the 50 -to-64 age group and problematic
development in the labor market, multiplied by effects of the crisis do not
create condition for sufficient creation of savings in several regions of
Slovakia, which could be used in the future to ensure a higher consumption
in retirement. The most significant problems are in PO — PreSov region.

Characteristics of similarities and differences in households
consumption structure of older people in the old and new EU member
states

Substantial income and wealth inequalities exist among EU countries,
which lead to differentiated consumer behavior. In the new EU member
countries lower income levels of older people are reflected in higher
proportion of spending on food, non-alcoholic beverages and housing
(including energy costs). Its share of total expenditures of households
headed by a young old age person was about 50%. In the old EU member
states it was lower by about 13.1 percentage points. This shows that after
including other expenses, such as spending on clothing and footwear,
furnishings, household equipment, transport, communication, miscellaneous
goods and services, young-old households in new EU member countries can
spend only a small proportion of their income for leisure activities. The
consumption expenditures on recreation, culture and hotels and restaurants of
households whose head was aged 50 to 64 years tended to be much higher in
old than in new EU countries, which means that while in old EU countries
were on the level 15,8% of total household budget, in new EU countries
were by 6,5 percentage points lower. This proportion significantly
diminished with increasing age of older people, especially after finishing
their active working life. Expenditures on health as a percentage of total
households budget of older people are not significantly higher in the old than
in new EU countries (in old EU countries 3,2% of young-old households
expenses were allocated for health, as compared to 4,4% for the old-old
households and 7,2% for the oldest-old households; in new EU member
countries these percentages were 4.4 %, 7.2 % and 9 %, respectively by age
group). It may be seen that older adults tend to consume more frequent and
more expensive types of health care services than younger cohorts,
especially in the last years of their life.

The diversity of consumption patterns in particular countries is
affected by the various factors (economic, cultural, geographical, historical,
etc.). Traditions can play an important role in terms of the national strategy
»let’s-support-local-business* (for example in France, Italy and Austria).
Climatic conditions resulting from the geographical location of the country
fundamentally influence differentiation of consumer behavior of older people
in the northern and southern parts of Europe. This is reflected, for example,
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in the lower proportion of spending on energy in southern European
countries compared with the Nordic countries (on average by 4 percentage
points for young old and old-old people and by 6 percentage points for the
eldest-old). The Nordic countries** have higher price levels for food and
non-alcoholic beverages compared with southern countries. Lower income in
the southern countries as well as different lifestyle compared to Nordic
countries cause the higher proportion of expenditure on food in the southern
European countries for young-old, old-old and the oldest-old households, on
average by 4 p. p., 8 p. p. and 10 and p. p, respectively by age group.
Households of older age people in southern countries have also higher share
of restaurants and hotels expenses compared with those in the Nordic
countries. On the contrary, due to milder maritime climate, they spend lower
proportion of their household budget on recreation and culture (by about 6
percentage points). The high degree of solidarity in the Nordic countries
leads to lower share of household expenditures on health compared to
southern European countries. All these factors influenced the existence of
similarities or differences of older people households’ consumption patterns
across EU countries. By using cluster analysis for households whose head
was aged 50 to 64 years we found three clusters of countries that share
reasonable similarities in terms of their consumption structure:
1. Cluster 1: old member countries of EU (AT, BE, DE, DK, FI, FR, IE,
LU, NL, SE, UK) and Slovenia,
2. Cluster 2: southern countries of EU (CY, ES, EL),
3. Cluster 3: new member countries (BG, EE, HU, LT, LV, RO, SK).
Figure 2 shows how particular clusters differ compared to the EU22
average within the presented 11 product and services categories. From silver
economy point of view, cluster 1 represents the most promising group of
countries in this age group. One characteristic of this cluster is that
households in these countries have significantly lower proportion of
expenditure on food and non-alcoholic beverages and a significantly higher
proportion of spending on household furnishings, transportation, recreation,
culture and miscellaneous goods and services than average.

* The highest price level of food and non-alcoholic beverages among EU countries was
observed in northern countries.
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Figure 2: Differences in consumption of young-old households within three clusters
(COICOP, %)
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Source: data processed from Eurostat

Second cluster analysis suggests that main differences in
consumption of old-old households are within these three clusters (figure 3):

Cluster 1 — southern countries EU (CY, ES, EL), Benelux (BE, NL,
LU), Austria, Germany, Ireland, Slovenia and Great Britain,

Cluster 2 — northern countries EU (DK, FI, SE) and France,

Cluster — new member states EU.
Figure 3: Differences in consumption of old-old households within three clusters (COICOP,
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Source: data processed from Eurostat

By similar cluster analysis for the oldest-old households we found
cluster 1 consisting of old EU member countries and Slovenia, cluster 2
comprising southern countries including Slovakia and cluster 3 consisting
of new EU member countries (figure 4).
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Figure 4: Differences in consumption of oldest-old households within three clusters
(COICOP, %)
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Comparison of changes in consumer behavior of young and older people —
a case study of Slovakia

From the potential demand point of view, Slovakia belongs according
to the results of multifactor analysis to the Visegrad region (Pauhofova, 1.,
Palenik, M., 2013). About 17 % out of total EU people aged 50 years and
above live in this region (in Slovakia it is about 1.6 %). This percentage is
expected to grow in coming decades, which makes this region more
promising. However, lower effective demand caused by unsatisfactory
economic situation of older people can be one of the biggest constraint for
new business opportunities. Our analysis of average incomes showed that
this region represents about 6.3 % of total EU potential demand, while the
share of Slovakia was only 0.52 %.

In Slovakia, due to relatively lower incomes, older people tend to be
more prices sensitive and spend more percentage of their total budget on
food, housing (including energy) and health than younger ones. They also
allocate less percentage of their budget on clothing and footwear, transport,
recreation and culture, to restaurant and hotel services. Consumption
expenditures of households on goods and services in particular age groups is

shown in figure 5.
Figure 5: Structure of expenditures by age in Slovakia (% of total expenditures, COICOP,
2011)
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Source: data processed from Household budget survey of Statistical Office of the Slovak
Republic
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Due to identifying opportunities for the private sector we present
household expenditures classified by purpose (COICOP) and divided into
two groups consisting of functional expenditures (expenditure on food and
non-alcoholic beverages, housing including water, electricity, gas and other
fuels, transport and health) and expenses related to lifestyle (spending on
furnishing including household equipment maintenance, clothing and
footwear, recreation and culture, restaurant and hotels).*

Figure 6 shows that households headed by person aged 50 of older
dedicate a substantial proportion of their budget to the functional expenses.
In 2011, these proportions of functional expenses were 65 %, 74 % and 79.3
% respectively for households headed by young-old, old-old and the oldest-
old person. Only a relatively small percentage of total expenses was spent on
goods and services related to the lifestyle. The process of population aging
should significantly accelerate in Slovakia after 2015. By 2050 (EUROPOP
2013) Slovakia should be included among the countries with the oldest
population (according to the median age). Therefore it can be expected that
future trends in consumption will be significantly affected by aging
population. This could subsequently lead to changes in sectoral production,

as well as in employment.
Figure 6: Functional expenses and expenses related to lifestyle in Slovakia (% of total
expenditures of households headed by older people, COCICOP, 2004 and 2011)
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The future of silver economy

In the long term, the potential of silver economy is influenced by the
increase in average life expectancy, which was mainly caused by advances in
medical care. The global average life span extended by nearly 20 years over

** Dividing expenditures into two groups was inspired by work Dujin — Lehuédé — Mathé —
Siounandan (2010) and adjusted to Slovak conditions.
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the past 200 years. Views on further development vary. According to Colin
Mathers (WHO, 2013) it can be expected that the increase in life expectancy
due to reductions in morbidity reached by better medical treatment will
gradually slow down. Richard Willets (Partnership, an insurance company in
the UK) has a similar opinion when he states that life expectancy will slowly
increase but at a much lower rate than before.*® Only in a small percentage
of EU countries (e.g. Sweden, Finland) people have a good health status and
live longer due to benefits of the traditional healthy lifestyle (WHO, 2013).

Number of older people in Europe continues to grow rapidly and it is
necessary to take into account that ageing population with all of its effects
will produce fundamental changes in future societies with consequences on
population needs and consumption but also on modification of inter and
intra generational relationships. With this situation are associated changes in
access to the labor market in relation to occupational structure and options
for moving into other professional fields, resp. to creation the workplaces
which were tailored to the needs of older people. This will significantly
affect the service sector, including intergenerational communication in
general and it will have also an impact on the individual’s social status.
These processes will be significantly determined by the development of
intergenerational solidarity in terms of using financial resources.

In relation to the needs and consumption the targeted
individualization will reflect in proposals and implementation of advanced
technological applications in each age group of older people, especially for
those aged over 80 years. This includes the use of results from the fields of
biotechnology, nanotechnology, genetic engineering that can directly affect
life expectancy. The extent to which it will cover older people will depend
on the particular price settings in relation to the development of consumer
demand of relevant part of the population. It is expected that healthy life
expectancy will increase and that the number of the people aged over 100
will grow significantly in developed countries. Retirement ages will extend
not only because of the productivity of older people, but mainly due to make
the welfare system more sustainable.

The first significant transformation is possible to gradually register in
application of new technologies to the goods and for services that are
oriented to the older generation with limited movement skills. These are
mainly products and services related to modifications of housing, transport
vehicles and the whole area of health care. Consideration is given to the
trend among the younger generation, who has more freedom, choices and has
an increasing proportion of women who have delayed having children or

*® Progress was expected mainly in treatment of Alzheimer, Parkinson and metabolic
diseases.
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decided to be one-child, childlessness or a single parent and it is difficult for
them to leave work and take care of their parents. Traditional family is
changing and senior families will look different. It is expected that the
predominant care of the elderly will be provided in the home community
environment. Between old and new EU countries there are huge differences
in the care range for older people provided by family members. In the new
ones there is a much higher percentage of the elder family care provision
(this percentage is in CZ and SR about 80 %). Old-age care creates a big part
of the silver economy and it is closely connected with questions of financial
well-being and constraints®’, as well as the issue of intergenerational
solidarity. From an economic point of view it seems that home care for
seniors, which is currently carried out mostly by women is less expensive.
Given the demographic trends, it is anticipated that there will be 55 people
aged over 80 for every 100 women in productive age by 2025. It is also
expected that a large part of future seniors will use technological and robotic
devices*® and for communication will use more social media also because
they will have already some experiences in these fields.

The aging population of Europe is a challenge reflected also in
determining the research priorities of each country. It is obvious that
countries which have already focused in the past on sectors of interest from
the ageing population perspective will have a comparative advantage. For
example the United Kingdom increases orientation towards biotechnology,
pharmaceutical industry and medical technology, currently employing about
170 000 people in 5 000 companies investing to these areas. According to
government statements, England is to become a global leader in
biotechnology over the next 10 years, with the expectation of improving
health care, the inflows of investment, creating new jobs and business
opportunities.*® For countries like the Czech Republic and Slovakia, which
have tradition and good conditions for e.g. in making clinical studies would
be challenging to orient research efforts in this direction.

Future consumption of older people in the EU is directly shaped by
energy policy, which can influence energy prices and therefore can have a
negative influence on structure of households’ expenditures of older people.

*" For example because of the significant increases in long term care costs in the beginning
of 1995 the compulsory long-term care insurance was established in Germany, which means
that every inhabitant in this country has to be insured against the risk of long-term care (in
Czech and Slovak Republic this kind of insurance was not yet introduced). The amount of
received benefits depends on the levels of care and services including home and inpatient
care.

*® For exapmle robot Enon from Nara Institute of Science and Technology in Japan can
comminicate with older people.

* For supporting of transformation process of research results to practical use, they
introduced lower rate of corporation tax to profits earned from patented inventions.
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Furthermore it will also depend on changes in prices for health care goods
and services, food commodities and transport services as well as on salaries
and conditions in elderly care sector. The level of retirement pensions, which
directly influence the demand of seniors, can be significantly affected by
pension system reforms including changes like e.g. increasing retirement
age, linking retirement to life expectancy, setting different age for retirement
for hard-pressed workers, increasing expenditures for retirement benefits etc.

Conclusion

Mismanagement of the aging population was set as the fifth most
significant risk for the next 10 years out of the top 50 global risks presented
at the World Economic Forum 2013 in Davos. One of the key risks for the
formation of silver economy can be considered a deepening income
polarization. This situation in corresponding with the ongoing debt crisis in
the EU, wage stagnation and vague approach toward the pension system
reforms, do not create an adequate space for formation of consumer demand
of seniors. These problems are the same for old and new EU countries, but
these countries differ in the size of pensions (net incomes) and in magnitude
and speed of population aging (new EU member countries have lower level
of income and most of these countries still lag behind old EU member
countries in the degree of population ageing, but in next few decades it can
be expected a rapid increase in the proportion of older people). Pro-growth
factors with effects of silver economy have therefore the higher opportunity
to express themselves in the old EU countries, especially in the larger
economies. Faster aging with higher pensions and growing number of older
people in terms of saturation of needs create a strong pressure and but also a
challenge for business and research sector, job creation and private
investment especially in domestic conditions. It seems that small open
economies such as Slovakia have in the ongoing crisis only a little chance to
stop the “getting poorer process”. Opportunities for exporting goods and
services from Slovakia to countries with strong potential demand of older
people are scare also because of overall problems of exporting within the
EU. New official statements in Davos in 2015 shifted the economic problems
associated with the growth of income inequality and with financing of aging
population behind those of geopolitical nature. Therefore due to the
influence of several negative factors, the possibilities of realization of the
silver economy concept in many of the EU countries weaken.
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Abstract

This paper presents a restatement of Keynes’s underemployment
equilibrium as a center-equilibrium system. The authors present their central-
equilibrium underemployment model with the income-balancing mechanism.
The authors postulate the existence of a causal link between the fundamental
uncertainty and the center-equilibrium underemployment. Two channels of
fundamental uncertainty are suggested here to capture this causal link, the
capital channel and the money channel. Drawing upon Davidson (2009, p.
333; 1991, p. 138), the authors identify the capital channel of fundamental
uncertainty with the entrepreneurial risk and the money channel of
fundamental uncertainty with the cash-flow-managerial risk of asset-liability
mismatch. From this, the author infer a conclusion that the economic policy
of flexible liquidity supply cannot be mixed up with an economic policy of
governmental spending under a highly ambiguous term “money pumping”.
. _________________________________________________________________________________________________________________________|
Keywords:  General  equilibrium,  underemployment  equilibrium,
fundamental uncertainty, liquidity preference, natural rate of interest

Introduction

The post-keynesian economics has been showing a long-run interest
in the issues of equilibria of dynamic systems. In this direction of expansion,
the post-keynesian research program could not have avoided a head-on
confrontation with the natural-rate hypothesis which represents one of
building blocks of neoclassical economics. Davidson refers to the
“fundamental neoclassical article of faith” (Davidson, 1993, p. 312) in this
context. In the capital market, the natural-rate hypothesis finds its
manifestation in the natural rate of interest. As long as the money rate of
interest falls short of the natural rate, the inflation rate is going to increase.
This two-rate theory of Knut Wicksell (1898, pp. 102-121) became a
theoretical foundation of the New Consensus monetary policy of inflation
targeting. What if the capital market is not getting cleared by changes in the
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interest rate, though? What if both the desire to invest and the desire to save
are independent of the interest rate? (Keynes, 1936, p. 97, 135; 1937, p. 250).
An introduction of such an assumption would inevitably explode the whole
concept of the natural rate of interest and, in effect, the general-equilibrium
paradigm of permanent market clearing.

In this paper, we are going to examine the causal links
interconnecting the most significant building blocks of post-keynesian
monetary economics. These building blocks are fundamental uncertainty,
liquidity preference, criticism of the general-equilibrium assumption and
criticism of Say’s law. We are going to discuss these elements with respect
to Keynes’s underemployment equilibrium such as expounded in The
General Theory (1936). We will put forward our restatement of Keynes’s
underemployment equilibrium as a center-equilibrium system. Next, we will
postulate the existence of a causal link between the fundamental uncertainty
and this center-equilibrium underemployment. Drawing upon the research of
Davidson (1991, 2009, 2012), we will distinguish two channels — the capital
channel and the money channel — through which the fundamental uncertainty
results in the central-equilibrium underemployment. We will base our effort
to describe the differences between these two channels on the distinction
between the notion of negative net worth on the one hand and the bankruptcy
(/insolvency) on the other hand. Drawing upon Davidson’s notions of
“maintenance of one’s liquid status” (Davidson, 2009, p. 333) and “certainty
of cash flows (but not necessarily real outcomes) over time” (Davidson,
1991, p. 138), we will identify the capital channel of fundamental uncertainty
with the entrepreneurial risk and the money of fundamental uncertainty with
the cash-flow-managerial risk of asset-liability mismatch. Finally, based on
our hypothesis of two channels, we will show that an economic policy of
flexible liquidity supply cannot be mixed up with an economic policy of
governmental spending under a highly ambiguous term “money pumping”.

The first section of the paper provides an introduction of two
theoretical foundations of neoclassical economics, the general-equilibrium
theorem and Say’s law. In the second section, we present our two center-
equilibrium underemployment models, with the assumption of the natural-
interest-rate-clearing capital market and, in the other case, with the
assumption of the income-balancing mechanism of the capital market. The
third section focuses on Keynes/post-keynesian criticism of Say’s law
through the income-balancing mechanism and from the liquidity-preference
theoretical position. Our hypothesis of two channels of fundamental
uncertainty is expounded at this place and the conclusions are drawn from it.
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Say’s Law and General Equilibrium

Neoclassical economics is based on Say’s law. This principle,
described by Jean-Baptist Say in the 18™ century, explains why the idea of
insufficient aggregate demand is erroneous. Whenever a good is produced,
the factors of production used to produce this good are paid their
remuneration, and so the aggregate value of all goods produced in an
economy must be equal to the aggregate value of remunerations of factors of
production which stand for the sum of all incomes. So, even though there
may be markets with excess supply (the quantity produced exceeds the
quantity demanded), there must be other markets with excess demand (the
quantity demanded exceeds the quantity produced). Why? Because the
system is closed.

This set-up changes substantially at the moment we accept the
assumption that the subject can shift today’s consumption into future, in
other words, if we built the possibility of saving into the model®. On the
assumption that there are no intra-temporal exchanges and the money supply
is constant, the condition of an inter-temporal closedness of a system
consisting of n inter-temporal markets (actually, capital markets) can be
expressed as follows:

(YA)today+ + (YB)today+ + (YA)tomorrow+ /(l +r) + (YB)tomorrow+ /(l _H.) -

— (YA)today* + (YB)today* + (YA)tomorrow*/(l_l_r) + (YB)tomorrow*/(1+r) (1)
?(rYA)todaw _ (YA)today*] + [(YB)today+ _ (YB)today*] —

— [(YA)tomorrow*/(l +I’) _ (YA)tomorrow+ /(1 _H.)] + [(YB)tomorrow*/(l +I’) _ (YB)tomorrow+
/(1+1)]

)

In other words, the sum of today’s incomes and tomorrow’s incomes
that the subjects A and B are endowed with has to be equal to the sum of
today’s incomes and tomorrow’s incomes of the subjects A and B after the
exchange. The exchange consists in that A saves a portion of his today’s
income and lends it to B, so that B can increase his today’s consumption. But
B will have to repay this loan to A with interest tomorrow.

What is the practical result of the above said? The practical
consequence of the assumption of the inter-temporal closedness of a system
is, as we could see, that all savings are consumed in the future. Or, vice
versa, that all debts are repaid by future savings. However, since the future
can be located to infinity, this assumption is more of theoretical than
practical consequences. And, above all, this model does not incorporate the
supply side of the economy. A’s savings are used by B to increase his
today’s consumption. B’s willingness to pay an interest rate to A is co-

%0 We assume a simple two-period model as introduced by Fisher, 1930, pp. 38-45.
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determined by his time preference. But what if B used these savings to
increase the productive capacities which would make possible for him to
repay the interest to A without being forced to reduce his consumption in the
future period? What would be the interest rate he would be willing to pay to
A? Definitely, any interest rate lower than the net rate of return from this
investment. In that case, the assumption we made that the goods do not
“grow” is not valid any more. Increased productivity resulting from the
investment means that the amount of (some) goods tomorrow will be higher
than today

(YA)today+ + (YB)today+ + (YA)tomorrow+ /(l +I’) + (YB)tomorrow+ /(l _H.) <

< (YA)today* + (YB)today* + (YA)tomorrow*/(l +r) + (YB)tomorrow* /(1 _H,)

©)

or

[(YA)today+ _ (YA)today*] + [(YB)today+ _ (YB)today*] <

< [(YA)tomorrow*/(1+r) _ (YA)tomorrow+/(1+r)]+ (YB)tomorrow*/(l_l_r) _ (YB)tomorrow+
/(1+1)]

(4)

where

(YB)tomorrow*/(1+r) - (YB)tomorr0W+/(1+r) + I.(1+r|)/(l+r) _ (AYA)tomorrow/(l_H.)

()

where 1 is the productivity growth, which means that as for n > r
(productivity growth rate higher than the interest rate paid to A), B’s future
income will be higher thanks to the investment made.

The conclusion is that there is such interest rate r — provided the
productivity growth rate m is known (!) - at which A will be willing to
abstain from consumption of the value I which will make it possible to B to
increase productivity (1+m)-times which ensures repayment of the interest to
A and which ensures that B not only does not have to decrease his
consumption in the future but he can even consume more (that is the
meaning of the last inequality). On the other hand, the above said inequalities
(3) and (4) be a question about the alleged closedness of this system. As long
as a system is not described by equations, the problem of non-existence of a
unique equilibrium prevails. How could this fly in the ointment be disposed
of? Let us consider following. In retrospect, B knows that his investment
lead to productivity growth and to increase of his income. Also, all of this
had been expected by him before he did the investment, even though the
precise numbers (namely, 1) were not known to him. However, in a
probabilistic sense, they were. Let us say that the risk of a bankruptcy had
been estimated by him as a probability P. Then, though, we could
incorporate the present value of this expected future income (with respect to
the probability of a failure) and we could write from the ex post view:
(YA)today+ + (YB)today+ + (YA)tomorrow+ /(l +I’) + (YB)tomorrow+ /(1 +r) + I-T] /(1 +r) _
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— (YA)today* + (YB)today* + (YA)tomorrow*/(l_l_r) + (YB)tomorrow*/(l_*_r). (6)

Inserting the member [.n/(1+r) turned the inequality into an equality.
On the other hand, the interpretation of such a step is inevitably that the
exchange (A providing savings to B for interest, B doing an investment) does
not change the real product. In other words, for a system to be closed, no
operation can affect this size of the Edgeworth box. This closedness is not
reached by assuming that the real output cannot increase — that would
contradict both the facts and common sense — but, vice versa, by assuming
that the real output had increased already. Any change affecting the size of
the Edgeworth box is reflected before it happens. Any investment which will
be done in the future is discounted to the present. This is more or less what
the complete markets theory is about which is so strongly criticized by
Davidson (2009, pp. 326-328).*"

General Equilibrium Revised
A Center-Equilibrium Underemployment Model With the Natural Rate of
Interest

The theory of general equilibrium (GE) sounds so plausible that it is
very uneasy to escape it. All disequilibria will disappear through the process
of market clearing. There is always a configuration of prices which will
dispose of all excess demands and excess supplies. Yet, the cases of
prevailing involuntary unemployment in many labor markets beg the
question about the realism of the GE theory, nonetheless: “It is not
surprising, therefore, that unemployment still plagues most 20th century
economies, since neoclassical economists still formulate policy guidelines
which are only applicable to a limited domain where agents choose "as if"
they had specific and completely ordered knowledge about the future
outcomes of their actions.” (Davidson, 1991, p. 137). The question to be
asked here, is, then, what prevents the markets from getting cleared? Keynes
noticed the wage rigidities but, unlike his followers who became called
Keynesians, he did not regard these rigidities as the primary cause of
unemployment.®® A second possible cause of malfunctioning of the market-
clearing mechanism is imperfect information. Imperfect information is just a
special case of transaction costs. Except for imperfect information, another
example can be transportation costs, legal costs and other bargaining costs.

1 “To some an assumption that the future is already known may seem preposterous.
Nevertheless this idea underlies the Greenspan belief [...] that the self interest of lending
institutions in a free market should lead management to undertake transactions that protect
shareholder’s equity.” (Davidson, 2009, p. 326).

2 For the misperceived role of nominal-wage rigidities see the whole chapter 19 of The
General Theory.
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However, flow of time, technological progress and institutional progress
eliminate these obstacles to the market-clearing process.

All these factors may slow down the market-clearing process but they
do not present a fundamental obstacle to the theory of general equilibrium in
the long run. However, this theory stands and falls on the assumption of the
existence of a unique and stable equilibrium. A distinction must be kept in
mind between uniqueness of an equilibrium, which regards the very
existence of a single gravitational center, and its stability, which regards the
question whether the system can reach its equilibrium automatically, or not
(Jespersen, 2009, pp. 164-165).>® A dynamic system which possesses both a
unique and stable equilibrium is a system of traditional equilibrium.>* If
such a system is deviated from its equilibrium configuration, there is no
external influence necessary for such a system to restore its equilibrium. The
equilibrium of this system gets restored by operation of the system’s own
endogenous dynamics. A system which possesses a unique but unstable
equilibrium does not display such a characteristic. A dynamic system with a
unique but unstable equilibrium — or a knife-edge equilibrium - only stays in
its equilibrium configuration if (and as long as) it is not diverted from this
position. As soon as the system gets diverted from this position — even
infinetisimally — a slight balance gets disturbed and the system starts a
process of divergence. There is another type of a dynamic system, though,
which possesses a unique equilibrium which the system cannot reach by its
own but, at the same time, when it reaches it, it stays in this position. This is
a center-equilibrium system. As long as the system’s parameters do not
acquire the “right” values, the system will circulate along concentric orbits,
unable to reach the equilibrium configuration by a mere operation of its own
endogenous dynamics. To make the system reach its unique (but unreachable
by endogenous forces) equilibrium, there has to be an exogenous force which
helps the system get over the barriers of concentric orbits and brings it to its
equilibrium.

> To the problem of (non-)uniqueness in post-keynesian literature see e. g. Kaldor, 1934;
Davidson, 1993; Setterfield, 1995, 1998a, 2008; Berger, 2009 and to the problem of
(in)stability in post-keynesian literature see e. g. Kaldor, 1972; Amable, 1993; Setterfield,
1997, 2005a.

% Setterfield, 1997, p. 52ff.; 2008.
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Fig. 1. A Center-Equilibrium System (own source)
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Fig. 2. A Center-Equilibrium Underemployment Model With the Natural Rate of
Interest (own source)

In the graph, we can see that despite the money market (M) and
capital market (K) are in equilibrium at IRy; and IRy, respectively, the labor
market is not at the real wage (W/P);. We also can see that if the labor
market gets cleared by a decrease in the real wages from (W/P); to (W/P),,
this will only lead to increase in the product which will move both the capital
market and money market out of equilibrium.
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A Central-Equilibrium Underemployment Model Without the Natural Rate
of Interest

What Keynes was criticizing, though, what not the mere fact that the
economic system does not have to be a system with a unique stable
equilibrium. Keynes’s critique of the neoclassical paradigm was substantially
more profound. Take notice what the capital market is modeled like in the
graph. Savings are a positive function of the interest rate and investments are
a negative function of the interest rate. The equilibrium interest rate at which
the subjects are willing to save and lend exactly the same amount which the
firms are willing to borrow and invest is the equilibrium natural rate of
interest IR,*. As a result, it is not possible that the willingness to save
exceeds the willingness to invest in the long run. Excess supply of savings
pushes the natural interest rate down. Analogically, excess demand for
savings drives the natural rate up. Keynes put forward a radical revision of
this model of a capital market. In his conception, the savings do not depend
positively on the interest rate but depend positively on the income (Keynes,
1936, p. 97). At the same time, the investment does not depend on the
current interest rate but on the expected interest rate. The investment
function itself is identical with a function of expected net marginal rate of
return®® (Keynes, 1936, p. 136). Both the expected net marginal rate of return
and the interest rate, to which the former one is compared, are subjects of
fundamental uncertainty®®. That means that they cannot be known even in
the actuarial sense. However, if there is no relation either of the savings or
the investment to the natural interest rate (whatever it is), then a change in
the natural interest rate cannot be the mechanism of equilibrium restoration
(Keynes, 1936, p. 165). As a matter of fact, there is nothing such as a natural
rate of interest, then®’. The neoclassical capital market scheme will then look
like this:

% Keynes uses a term “the marginal efficiency of capital”.

% Keynes talks just about certainty. The term “fundamental uncertainty” was probably
introduced by Paul Davidson (see Jespersen, 2009, p. 178).

> Arestis (2009, pp. 16-18) points out a development in Keynes’s position as regards the
natural rate of interest from The Treatise on Money — where he still subscribed to this
concept — to The General Theory — where he rejected it. See Keynes, 1936, pp. 242-244.

213



K

Fig. 3. Absenting Natural-Interest-Rate Balancing Mechanism in the Capital Market (own source)

Is there any mechanism which can bring the willingness to save and
the willingness to invest into balance? Since the savings depend positively
on the income, the amount of savings generated and supplied would decrease
with lower income to exactly the amount which corresponds to the
willingness of firms to invest (which itself is given by animal spirits, i. e.
fundamentally uncertain expectations). The general-equilibrium problem can
be looked at like this, then:
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Fig. 4. A Center-Equilibrium Underemployment Model Without the Natural Rate of Interest: An
Economy With the Fundamental Uncertainty (own source)

214



At the level of output Y, both the capital market and the money
market are in their respective equilibria but the labor market is out of
equilibrium at the level of employment L; and the real wage level (W/P);.
However, if the real wage decreases to (W/P),, the labor market restores its
equilibrium at the level of employment L, but this level of employment will
increase the output to Y,. At this level of output, though, the capital market
will be out of its equilibrium. Excess savings in the labor market will
motivate the firms to decrease their production back to Y; which brings
down the aggregate demand. However, the insufficient aggregate demand
pushes down the prices which increases the real wages back to (W/P);. At
the higher wage level (W/P); the labor market is out of its equilibrium, again.
A vicious cycle of falling nominal and real wages, falling prices, increasing
real wages and again falling nominal and real wages, falling prices,
increasing real wages etc. etc. with the product unable to provide the
economy with a permanent full employment.

It is thus not the nominal wage rigidities which prevents the economy
to reach full employment permanently but the fact that willingness of
households to save is not accompanied by an equivalent willingness of firms
to invest (Keynes, 1936, p. 262). In other words, the real culprit is an
insufficient aggregate demand.®® Could a stimulation to aggregate demand
ensure a permanently full employment, i. e. such a level of product which
simultaneously restores the equilibrium in the labor market, the capital
market and the money market? Let us assume the initial level of product Y7,
again, at the level of employment L; and the capital market being in a state
of equilibrium at the level 1=S(Y;). Now, the government increases the
aggregate investment by G to the level 1+G. The governmental investments
increase the product directly from Y3 to Y3 and this increase is accompanied
by an increase of labor demand. The shift in the labor demand increases the
employment level from L; to L3 at the unchanged real wage level (W/P);.
The full employment is restored and, at the same time, higher product
increases the amount of savings generated to S(Y3) which is now equal to the
level of the total of private desired and the governmental investments. The
capital market restored its equilibrium. The money market equilibrium has
not been affected. Thus, the full employment level is going to be permanent.

Say’s Law Revised

Say’s law suggests the impossibility of a problem of deficient
aggregate demand. Any production, as Say’s law implies, generates an
equivalent flow of incomes to the factors of production, and — since the

*® For the misperceived role of nominal-wage rigidities see the whole chapter 19 of The
General Theory.
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system is closed — these incomes must either be consumed in the present
(intra-temporal closedness) or saved to be consumed in the future (inter-
temporal closedness). If the incomes are saved to be consumed in the future,
then, they must be invested in the present. In any case, the aggregate supply
will equal the aggregate demand. This is the logic of a closed system which
is an underlying principle of the Say’s law. The capital market can never face
a situation of long-run excess savings because this would push the natural
interest rate down. If we abandon this model of a capital market, the situation
of excess savings may be a permanent problem. The system does not have a
unique stable equilibrium and the markets don’t get cleared. As a matter of
fact, not only the excess savings are not automatically accompanied by an
equal desire to invest — which is a result we get in a classical model of a
capital market thanks to a decrease in the natural interest rate to the market
clearing level IR,* which guarantees this equality — but, the very opposite is
true: the excess desire to invest will always find adequate savings. Keynes’s
approach has obviously reversed this causality. According to his conception
of a capital market, the savings are always generated automatically along
with the investment made (Keynes, 1936, p. 184).

The reason why Keynes rejects a simple functional dependence of
investments on the current interest rate is the existence of fundamental
uncertainty. It is precisely the fundamentally uncertain characteristic of the
world which is Keynes’s ultimate argument against the Say’s-law-based
general-equilibrium economics describing the neoclassical world of
permanently clearing markets. That a potential existence of a unique stable
equilibrium is a general case being in opposition the special case of its
guaranteed existence is a strong argument of Keynes. Such a theoretical
standpoint would still remain a black box, though. There would still be
missing a theory explaining why the absence of a unique stable equilibrium
may be a more probable case. Besides, such a standpoint could be
reconcilable with a world characterized by a fundamental certainty, as well.
However, it is the fundamental uncertainty by which Keynes explains the
non-existence of interest-rate balancing mechanism of the capital market.
And it is the latter which serves as his theoretical explanation of his assertion
that the non-existence of a unique stable equilibrium is the cause why the
permanently full employment cannot be reached via a process of market
clearing.

To sum up: the fundamental uncertainty of the world eliminates the
natural-interest-rate balancing mechanism of the capital market and replaces
this mechanism by the income balancing mechanism®’; the income balancing

* As soon as in The Treatise on Money, Keynes points out that the decision making of
entrepreneurs to invest into fixed capital is separated from the decision making of
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mechanism implies that a desire to save may permanently exceed a desire to
invest; this is a situation of insufficient aggregate demand which underlies
the center-equilibrium underemployment model. We refer to this causal
sequence as the capital channel of fundamental uncertainty. As mentioned
above, the center-equilibrium nature of underemployment state is
characterized by its feature of potential permanency. Unless the economy is
affected by an exogenous force, it will not get out of the underemployment
state. This implies, though, that such a system does not fulfill the condition
of inter-temporal closedness such as defined above. The thing is that a
certain amount of savings can stay not invested in the long run (!). The
closedness of the system is then impaired:

(YA)today+ + (YB)today+ + (YA)tomorrow+ /(l +I’) + (YB)tomorrow+ /(1 +r) + I-T] /(1 +r) -
S YA)today* + (YB)today* + (YA)tomorrow*/(l +I’) + (YB)tomorrow*/(l +I’).

(7)

In other words, A saves a portion | of his today’s income
(YB)today* — (YA)today+ _ I,(8)

but B does not invest this sum. The aggregate demand falls short of
the aggregate supply, a result contradicting the Say’s law.

What link inter-relates the reversal of the Say’s law resulting from
the fundamentally uncertain nature of the world with money? Economic
schools drawing upon the quantity theory of money regard money as a mere
medium of exchange whose primary and, in effect, only function is reduction
of transaction costs. As mentioned above, transaction costs are one of the
sources of short-run frictions which prevent the economic system from
reaching its state of general equilibrium via the process of market clearing.
Money is one of the most powerful institutional devices which helps to
reduce these obstacles to market clearing and to make the short run during
which the frictions prevail as short as possible. However, the problem of
transaction costs disappears in the long run. At that moment, though, the
existence of money cannot be either justified or explained in the framework
of neoclassical economics (Davidson, 1991, p. 137). Neoclassical models,
then, express quantities in monetary values but, in their nature, they describe
a barter economy where money is just a classical veil with neither long-run
nor short-run effect on the real processes. It is only in the real world
characterized by existence of fundamental uncertainty where the uncertainty
cannot be expressed in terms of a probabilistic risk (non-ergodic world)
where the money is of any meaning.®

households to save (Keynes, 1930, p. 123) but the income balancing mechanism appears as
late as in The General Theory.

% For the post-keynesian perspective of the phenomenon of fundamental uncertainty see e.
g. Lawson, 1988; Davidson, 1991; Setterfield, 1996; Deprez, 2001; O’Donnell, 2011,
Jespersen, 2009; Dequech, 2008.
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Even though the future is fundamentally uncertain in most cases, the
existence of money can reduce this uncertainty to a substantial degree. To
understand this, it is necessary to distinguish between two kinds of financial
failures, bankruptcy (or insolvency)®! and negative net worth. Negative net
worth is a situation when the total of your liabilities exceeds the total of your
assets. Bankruptcy (insolvency), to the contrary, is perfectly compatible with
positive net worth, i. e. it can affect a subject which is completely sound and
fit financially. However, an insolvent subject suffers from the so called
asset-liability mismatch®, that is, the time structure of the subject’s assets is
unfavorably matched to the time structure of his liabilities. Plainly speaking,
such a subject suffers from insufficient liquidity, i. e. reduced “ability to
meet [their] nominal contractual obligations when they come due”
(Davidson, 1991, p. 138). As regards the uncertainty concerning the risk of
negative net worth — which is a result of an entrepreneurial failure - there is
not much the existence of money as such could do. But as regards the
uncertainty resulting from the risk of becoming a victim of an asset-liability
mismatch — which is a result of a failure in the cash-flow management, not
an entrepreneurial failure - the money provides economic subjects with a
powerful instrument of reducing this uncertainty substantially.”® A real
tragedy of every financial end economic crisis is the amount of
fundamentally solid firms which are unable to meet their commitments just
because of adverse development of the time structure of their balance
sheets.® Despite their prosperity, such firms get in troubles because of lack
of liquidity, they can’t pay wages because their customer, who also is short
of liquidity, has not paid them yet. The employees who don’t get their wages
in time cannot meet their commitments etc. What is a mere cash-flow
problem, at the beginning, causes shut-down and lay-offs which implies a
decrease in the real product and aggregate demand. These fluctuations
intensify the already existing unavoidable uncertainty even more. Yet, this
uncertainty could be pushed down considerably by providing the markets
with sufficient liquidity (Davidson, 2012). Ironically, though, the asset-

81 As a matter of fact, bankruptcy and insolvency are not synonyms, strictly speaking. While
insolvency is a financial state of being, bankruptcy is a legal process. Even though
insolvency does not have to imply bankruptcy, we do not regard is necessary to distinguish
between these two terms, at this moment.

82 A classic model is Diamond, Dybvig, 1983.

% “The social institution of money and the civil law of contracts enables entrepreneurs and
households to form sensible expectations regarding the certainty of cash flows (but not
necessarily real outcomes) over time.” (Davidson, 1991, p. 138).

8 “For business firms and households the maintenance of one’s liquid status is of prime
importance if bankruptcy is to be avoided. In our world, bankruptcy is the economic
equivalent of a walk to the gallows. Maintaining one’s liquidity permits a person or business
firm to avoid the gallows of bankruptcy.” (Davidson, 2009, p. 333).
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liability mismatch (and uncertainty and fluctuations resulting from it) should
not exist at all, in a general-equilibrium world ruled by market-clearing
processes.®® Except that there are some markets which consist of a supply
and a demand which are not inter-related via a price-changing balancing
mechanism. As the example of the capital market above demonstrates, even
one such market may undermine and explode the whole market-clearing
structure of a general-equilibrium building.

To sum up: the fundamentally uncertain nature of the world implies
that the risk of asset-liability mismatch is a phenomenon which does not
disappear in the long run — unlike phenomena such as price rigidities,
imperfect information or transaction costs, which can be neglected in the
long run. The long-run nature of the asset-liability mismatch problem implies
that entrepreneurs — under certain conditions — start to prefer liquidity to real
investments. In that case a desire to invest (i. e. real investments) falls short
of the desire to save which is tantamount to the aggregate demand falling
short of the aggregate supply. The ultimate consequence is the center-
equilibrium underemployment model, again. We refer to this causal
sequence as the money channel of the fundamental uncertainty. While the
capital channel operates with the notion of excess savings, the money
channel points out the notion of deficient real investment. At the first glance,
the difference is but verbal. However, beyond this superficial identity, there
is a substantial difference. Let us denote the amount of investment that the
entrepreneurs are willing to make I,. This level is given by the entrepreneurs’
expectations of the future rate of return. If the households wish to save more
than this amount, then the capital market faces an excess supply of savings.
The cause of the capital market imbalance does not go down to worsening
expectations of the entrepreneurs but to increasing desire to save of
households. A capital market disequilibrium can result from pessimistic
expectations of the entrepreneurs regarding their respective future capability
to meet their respective payment obligations. Notice that it is not a higher
level of subjectively perceived risk of entrepreneurial failure which
decreases the willingness of entrepreneurs to make real investments here. It
is a risk of cash-flow managerial failure what they perceive now with a

% Since any good has its own market which get cleared by a price change, so does any risk
which is a good, too. A risk is traded in an insurance market where the demand side buys the
insurance — willingness to pay being a function of individual expected losses — and the
supply side, disposing of knowledge of the probability distribution of the event, sells it — the
cost being a function of aggregate expected losses. Such market gets cleared by a change in
the insurance premium. An asset-liability mismatch is an event the risk of which can be
evaluated by an insurance market as any other risk. Davidson ads: “[The] need for check
book balancing and desire for an additional liquidity cushion is an irrelevant concept for the
people who inhabit the artificial world of classical economic theory where the future is risky
but reliably predictable.” (Davidson, 2009, p. 333).
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higher intensity. A reaction of entrepreneurs is an increased demand for
liquidity and decreased demand for real investments, then. Could this
perception of cash-flow managerial failure, i. e. asset-liability mismatch, be
reduced or eliminated? Well, if the entrepreneurs knew that there is an
orderly market which makes it possible for them to liquify their real
investments for a price very close to that at which the last transaction was
made at this market (definition of an orderly market), then their perception of
the risk of cash-flow problems would be substantially reduced or eliminated.
On the other hand, though, a willingness of the entrepreneurs to make real
investments cannot be increased above the level of expected future rate of
return by any degree of market orderliness.®® It is thus obvious, that an
insufficient liquidity supply can be a severe catalyst of the fundamental
uncertainty and bring about the center-equilibrium underemployment
situation. Elimination of this uncertainty-catalyst via flexible liquidity supply
cannot be mixed up with the governmental-spending way out of the center-
equilibrium underemployment caused by the excess desire to save under a
highly ambiguous common term “money pumping”®’. The former solution
focuses on the problem of pessimistic expectations regarding the cash-flow
(asset-liability mismatch), while the latter focuses on the problem of
pessimistic expectations regarding the rate of return. While the former
represents a cash-flow managerial risk, the latter represents an
entrepreneurial risk.

Conclusion

We made a short exposition of the neoclassical general-equilibrium
framework by means of an intra-temporal and inter-temporal n-dimensional
Edgeworth box apparatus. We demonstrated the closedness of a system,
separately for a non-productive and a productive economy. In the next
section, we pointed out differences between three types of dynamic systems
as to the nature of their respective equilibria: traditional-equilibrium system,
knife-edge-equilibrium system and center-equilibrium system. Drawing upon
the well-known fact that Keynes did not consider nominal-wage rigidities as
the primary shortcoming in the general market-clearing process but the
insufficient aggregate demand, we presented our restatement of Keynes’s
underemployment equilibrium as a center-equilibrium system.

We continued our case by designing our center-equilibrium
underemployment model that would be compatible with the existence of the
natural rate of interest. Next, we presented our center-equilibrium
underemployment model where the natural-interest-rate  balancing

% A possible objection of moral hazard will be discussed in another paper.
" E. g. Mui, 2014.
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mechanism is replaced by the income-balancing mechanism. We expressed
our conviction that Keynes’s elimination of the natural interest rate in its
capacity as the balancing mechanism of the capital market was a direct
logical consequence of Keynes’s postulate of the fundamentally uncertain
nature of the world. Since the elimination of the natural-interest-rate
mechanism resulted in the insufficient aggregate demand as a general case
and, in effect, lead to the center-equilibrium underemployment, we
postulated the existence of a causal link between the fundamental uncertainty
and the center-equilibrium underemployment. We call this particular
causality the capital channel of the fundamental uncertainty. At the same
time, we presented an alternative way how the fundamental uncertainty
results in the state of center-equilibrium underemployment. We call this
alternative way the money channel of the fundamental uncertainty and we
see its modus operandi in the liquidity preference of entrepreneurs. If the
world were fundamentally certain, there would be no money needed in the
long run (Davidson, 1991, p. 137; 2009, p. 333). The existence of money in
the long run cannot be explained in terms of reduction of transaction costs.
The money is demanded even in the long run because of their liquidity since
possession of liquidity reduces the risk of bankruptcy (Davidson, 1991, p.
138; 2012). We claim that what Davidson means by “maintenance of one’s
liquid status” (Davidson, 2009, p. 333) and “certainty of cash flows (but not
necessarily real outcomes) over time” (Davidson, 1991, p. 138) is an effort to
avoid the asset-liability mismatch and to reduce the risk thereof. This risk
does not disappear in the long run because it is a logical consequence of the
existence of fundamental uncertainty. In case of a strongly perceived
uncertainty regarding the future cash-flows, the demand for liquidity
increases and the demand for investments into real capital decreases
(Davidson, 1991, p. 139). This situation can prevail even in the long run. So,
fundamental uncertainty leads to insufficient aggregate demand and, as a
result, to the underemployment equilibrium.

From this hypothesis of two channels of fundamental uncertainty we
draw the following conclusions: 1) both the capital channel and the money
channel imply a breach of the inter-temporal closedness assumption because
a certain amount of savings can stay not invested in the long run which
implies that the aggregate demand falls short of the aggregate supply, a result
contradicting the Say’s law; 2) while in the capital channel the insufficient
real investment goes down to the risk of entrepreneurial failure, the former
results from the cash-flow-managerial failure in the money channel; 3) an
insufficient liquidity supply can be a severe catalyst of the fundamental
uncertainty and bring about the center-equilibrium underemployment
situation; 4) while the flexible liquidity supply tackles the problem of
pessimistic expectations regarding the cash-flow (asset-liability mismatch) —
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i. e. the cash-flow-managerial failure — the governmental spending tackles
the problem of pessimistic expectations regarding the rate of return — i. e. the
entrepreneurial failure.
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Abstract

The study was undertaken to analyze the implications of micro credit
experiences on rural women’s economic development. In general, rural
development through women participation is the most important strategy
designed to improve the social and economic life of the farming community
in Nigeria, because their economic contribution is substantial (lzugbara,
2004). However, Parveen & Chaudhury (2009) argued that traditional labor
division places on women, the primary responsibility of domestic chores as
cooking, childcare, cleaning and fetching of water, amongst others.
Invariably, women have limited access to markets, education; health care and
economic services, which has led to a lower well-being of the family, which
in-turn is believed to have retarded the developmental and traumatized the
goals of the state. Put succinctly, micro credit is a system of small loans for
incoming-generating activities, which enable poor communities to gain some
economic stability (Chavan & Ramakumar, 2002). This paper seeks the
historical relationship between micro credit programmes and economic
hardship elimination of women, as it enhances their development in Otan-
Ayegbaju, Boluwaduro local Government Area of Osun State. Ten in-depth
interviews and 40 self-administered questionnaires were distributed to the
participants of Better Life for Rural Women Programme in order to collect
data. The paper argued that the context for understanding the position of
micro credit based on the in-depth interviews support that the programmes
should equally be extended to male folk. Recommendation and suggestions
are given that if the micro credit programmes are strengthened it would
involve male participation.

Keywords: Development, Women, Empowerment, Micro, Credit, Rural
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Introduction

It is instructive to note that micro-lending schemes emerged as a
means of guaranteeing access to credit for the poor, through a financial
intermediation strategy that is responsible, to their socio-economic realities.
Closely related to this is the fact that, micro-credit programme is a unique
innovation of credit delivery technique to enhance income generating
activities. The programme extends small loans to poor people for self-
employment activities, thus allowing the clients to achieve a better quality of
life (Mordich, 2010). It is the most sensational anti-poverty tool for the
poorest, especially for women (Micro-Credit Summit, 1997). To a very large
extent, micro-credit smoothen consumption, reduces the vulnerability of the
poor and leads to increase in their income, in order to increase the vicious
cycle of poverty (Odejide, 1997). Therefore, micro-credit or finance
programmes are aimed to increase women’s income levels and control over
income lending to greater levels of economic independence. Simply put, this
enable women’s access to networks and markets and; access to information
and possibilities for development of other social and political role. They also
enhance perceptions of women’s contribution to household income and
family welfare, increasing women’s participation in household decisions
about expenditure on women’s welfare (Harish, 2012).

In a broader perspective, micro-credit depicts small loans for people
who need money for self-employment project that generate income for
urgent family needs such as, health problems and education. It is understood
that it is meant to assist, thus improve people’s quality of life by lending
them a small amount of money for a short period of time. On the other way
round, micro-credit provides loans at a very low interest and systematic
guidance to low-income women, to pursue alternative income-generating
activities aimed at improving their economic and social status. In addition,
the programme provided women with loans to improve their existing
economic activities or to start a new enterprise. Such investments, was
believed, would lead to social and gender equality (Maheswaranathan &
Kennedy, 2010).

The aim of this study is to explore the emerging need toward
promoting women empowerment among the rural women for rural poverty
eradication. Undoubtedly, as Nelson & Nelson (2012) observes, the concept
of poverty reduction has gained topicality in development discourse against a
background of the growing concern with high levels of poverty in many
countries of the third World. Nigerian government through the establishment
of National Economic Empowerment and Development Strategy (NEEDS)
sought to strengthen and support private sector towards improved efficiency
and productivity (NPC, 2004), in line with its commitment to engendering
sustainable economic growth and general improvement in the quality of life
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of the Nigerian people. To this end, government provides financial services
to small and medium scale enterprises mostly through commercial banks.

Izugbara (2004) argues that poor people, most especially rural
women have very limited access to the financial services provided by
commercial banks, as a result of the disparities between their needs and
concerns and the procedures of the banks.

Concept of micro-credit

It should be noted that, within the last two decades, micro-credit
programmes have proliferated around the world. In actual fact, the Nobel
Peace Prize 2006 awarded to the Gramean Bank and its founder signifies the
global recognition of micro-credit programmes, as an effective strategy to
generate income and employment; and poverty alleviation most especially
amongst developing countries. They are considered as important approach to
poverty alleviation and enhancement of living standards, particularly women.
Therefore, micro-credit has come to be regarded as a supplementary
development paradigm, which widens the financial service delivery system,
by linking the large rural population with formal institution (Harish, 2012).
The term micro-credit refers to providing very poor families with very small
loans (Micro-finance) to help them engage in productive activities and grow
their tiny business. With the passage of time, micro-credit has come to
include a broader range of services like finance, savings and insurance and
several others.

In Nigeria, micro-credit programmes are becoming increasingly
popular. It is believed that in principles and practice, micro-credit
programmes are very easy for achieving financial access and alleviating
poverty. Economist, academics, and researchers feels that even though, there
are many agencies working for the elimination of hardship by providing
micro-credit to the poor women, there are a lesser contribution to the
elimination of poverty (Latifee, 2003). However, Ahmed, et al. (2001) and
Pitt, et al. (2003) submits that there are proven outcomes to show that micro-
credit enriched the poor’s income. Without doubt, an impressive literature
exists on the concept and effectiveness of micro-credit or micro-financing
programmes on improving the economic situation of women (Fernando1997;
Mayoux 1999 & Amin et al, 2001). Along this line, Ahmed, et. al., (2001)
caution that despite the success of micro-credit, it can also affect the
emotional well-being of women, because it actually creates tension, anxiety
and stress among women that are involved in micro-credit programmes.

Impediments on micro-credit scheme

Historically, access to credit for Nigerian rural poor was
problematized by incorrect pacing and sequencing of financial system
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reforms during its earlier years, as noted by Soyibo (1996). In his argument,
Tomori, et al. (2005) contend that the financial crises that resulted from these
reforms, the reversals in several policy measures and general instability in
the political and economic environments had adverse impact on the
functioning of the financial system, including difficulty in obtaining credits
for poor credits users. Along this line again, the formal banking system still
faces impediments in reaching dispersed poor clients due to lack of improved
service infrastructure. Collateral requirements help formal institutions in
determining the credit worthiness of potential borrowers, since they often
know very little about would-be borrowers. But they make financial services
inaccessible to the poor. It is instructive to mention that improved access to
credit for the rural poor is central to sustainable poverty alleviation, because
it enables them to invest in, and improve productivity in small business,
small-scale manufacturing, as well as in agriculture, thereby empowering
them to break out of poverty in a sustained and self-determined way (Nelson
& Nelson, 2010). Guaranteeing rural people’s access to credit for meaningful
economic activities require specific financial service schemes that mobilize
savings and intermediate financial services. Put succinctly, micro-credit
emerged to fill this gap in the financial service delivery system modeled after
the Grameen Bank poverty reduction initiatives in Bangladesh. As pointed
out by Olomola (2000) & Aryeteey, (2005), micro-credit schemes mediate
the delivery of small, low interest and non-collateralized credits to the rural
poor, relying on social collateral and joint liability. It is on record that the
rural poor are the least recognized group of borrowers by formal financial
institutions (Olomola, 2004).

Meanwhile, Iheduru (2002) & Akanji, (2004) contend that the effort
of the rural poor to improve their condition, by accessing and utilizing small
credits is largely ignored by the formal financial system. Basic impediments
against the rural poor women from accessing small credits from formal
institutions include; lack of material and other assets based collateral; high
interest rate on credits; complex procedures for accessing credit (including a
formidable amount of paper work which goes beyond the capacity of largely
illiterate and semi-illiterate borrowers); the unwillingness of most formal
institutions to incur the set-up costs involved in reaching a dispersed (rural)
poor clientele due to the risk analysis as well as lack of familiarity with the
rural poor. Put differently, these bottlenecks pose a formidable obstacle to
the effort of the rural poor to obtain credit for income generating activities.
Therefore, due to the fact that they are not recognized as credit-worthy or
perceived as a profitable market for credit, the (rural) poor are forced to turn
to traditional money lenders, who may in turn charge them, high in returns.

From the foregoing, Mayoux (1997) argues that micro credit projects
are right now being advanced as a key technique for both poverty alleviation
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and women's empowerment on the premise that these projects have the effect
of expanding women’s income levels and control over wage which
eventually brings about greater economic independence. Another factor is
that micro-credit programs provide women in Africa with the access to
networks and markets which equips them with a wider experience of the
world outside the home. In this process, access to information and
possibilities of other social and political roles are enhanced. Mayoux (1997)
further contends that micro-credit programs enhances the perception of
women’s contribution to household income and family welfare and this
increases women’s participation in household decision-making about
expenditure and invariably creates a greater expenditure on women’s
welfare. Therefore it arguably that programs and services offered through
micro-credit are usually established for the purposes of creating and
developing self-employment opportunities for women in general.

Clark and Kays (1995) argued that the characteristics of micro-credit
loans as “ facilities within an average terms which thus ranges from one year
to 4.75 years. Clark and kaya contends that the programs charge a market
rate of interest that is between eight to 16 percent, and these loans are
generally secured by non-traditional collateral, flexible collateral
requirements or group guarantees”.

Further to the argument above, it is imperative to that micro-credit
programs in Africa in the business of micro-credit financing is premised on
the basis that borrowers are the best judges of their own circumstances and
as a result, they know best how to utilize credit facilities when it is available.
The thrust of this argument is that each individual has the opportunity to
choose the income- generating activity appropriate to her own peculiar
situation. Based on this notion of peculiarity of situation, if a borrower is
involved in group lending, she enjoys the benefit of constructive criticism
from the members of her lending group. In this context, the programs have
the benefit of both participatory planning initiatives by a group of peers and
individual creativity. The concepts of group planning and individual
creativity are just two of the many important characteristics of micro-credit
programs.

Furthermore some of the essential characteristics of micro-credit are
enumerated as; tailoring program operations to reach women considered as
key recipients of micro-credit; targeting of poor people in the society;
delivering of credit and other related services to the village level in a
convenient and user-friendly way; establish simple procedures for reviewing
and approving loan applications; facilitate the quick disbursement of small,
short -term loans usually for a three to one year duration; designing clear
loan recovery procedures and strategies; establish an incentive program
which grants access to larger loans based on a successful repayment of first
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loans; maintain interest rates that are adequate to cover the cost of
operations; encourage and accept savings in tandem with lending programs;
develop a culture, structure, capacity and operating system that can support
sustained delivery to a significant and growing number of poor women;
provide accurate and transparent management and information systems
which can be utilized to take decisions, motivate performance, and provide
accountability of management performance and the use of funds, and clearly
demonstrate program performance to commercial financial institutions and
provide access to business information, expertise, and advice to micro-
entrepreneurs. In addition to these aforementioned characteristics, micro-
credit programs offers loan menus that meet the needs of women who are
unable to cater for their daily needs most especially in the village areas. In
other words, granting of consumer loans can contribute to the productivity of
the poor entrepreneur as well as providing security and reducing
vulnerability in the society and particularly in the rural settings.

Materials and method

The study focus on women’s who is the participants of Better Life for
Rural Women Programme (BLRWP) in micro-credit scheme in Otan
Ayegbaju, Boluwaduro Local Government Area of Osun State, Nigeria. A
total number of 140 out of 1,400 BLRWP beneficiaries’ women were
considered for this study and questionnaires was administered while
interviews were conducted with ten women. An interview guide with open-
ended questions guided the interviews, and the main goal was to capture
women’s stories, perception and the experiences regarding investment of the
loans obtained from micro-finance institution and making repayments.
Verbal consent was obtained to participate in the interview and to have the
discussions. In addition to the interviews, the researchers visited the women
who were involved in the self-employment. The interviews were held in
places that allowed for privacy and confidentiality of discussions. The
interviews took place in the classrooms of public schools and lasted for an
average of 30 minutes. Basically, the interviews centered on women’s
perceptions and experiences regarding provision of loans as capital to start
new economic activities or improve on existing ones. The researchers
explored the impact of this on social and gender inequalities.

Notably, the researchers sought information on social and economic
outcomes of the women’s participation in government sponsored micro-
credit programme and lessons to be learnt from such a programme. Finally,
the discussions addressed women’s standing position on how to improve the
repayment strategy.
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Result of findings

Majority of the women interviewed by the researchers were of child-
bearing age - between 20 to 40 years old only nine of the women were above
50 years; 18 of them had primary education, 22 had secondary education.
Although some of the women had children and were economically active
prior to receiving the loans, it was noted that they had the habit of saving in
the same institution, so the loans were intended to improve their economic
activities and may not allow them venture into new economic self-
employment activities. 28 percent of women lived in nuclear families and 72
percent were living together with their parents. Prior to receiving the loan;
every single woman was self-employed or had the basic requirement for
starting up the self-employment activity. The micro financing institutions
were satisfied with these prior arrangements and approved the credits to the
women in this area.

It is feasible from the findings of this research that the participants
had at least a pre-secondary and post primary education which thus might be
an advantage for them to understand the usefulness of credit facility and how
to properly utilize the loan. In order words, it is imperative to note from the
results of this research that loan been borrowed by the participants from
micro-finance institutions are basically used to sustain their day to day
livelihood. However, the results in this research revealed that small cohort of
women are married which thus means that they reside with their families,
while large cohort of women were still single and likely not have much
responsibilities to invest the little profit they make on the loan borrowed.

Therefore, the findings shows that women of the rural areas of this
research are basically into establishing a small petty business with the ample
opportunities they have access to in getting loans from micro-finance
institutions which thus, assist them to overcome certain challenges such as
inaccessibility to finance to start up a business that can sustain them in their
locality.

Implications of micro-credit on rural women’s lives

The lending institutions expected the borrowers (women) to start
repayment of the loan after the first week of obtaining the credit. The loan
should be repaid to the institution within 60 weeks. However, the repayment
amount depends on the amount of the credit obtained by the beneficiaries. As
such, micro-credit is a very viable strategy for ameliorating the inadequacies
of the formal lending system and guaranteeing access to credits for the rural
poor, through a financial intermediation option that is responsive to their
livelihood conditions. It emerged in response to the irrepressible desire of the
rural poor to improve their conditions and to meet the basic needs of their
households. In the face of limited opportunity for employment in the wage
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labour market, the bulk of the rural poor survive by creating work and
sourcing income for the betterment of themselves and their families where
no job existed. Self-employed rural poor population comprises about 60
percent of the labor force of developing countries (Micro-Credit Declaration,
1996).

Significantly, poor savings culture of beneficiaries of micro-credit
poses a formidable danger to the scheme. Most women find savings a very
difficult practice to imbibe; they spread most of their income on household
food, children’s education and on the acquisition or redemption of leased
lands. Further afield, some beneficiaries consider their income too small to
be saved away. Thus, in the face of pressing economic challenges such as
feeding, they consider spending the fund to address these needs a rational
decision. Hence, they most often lack the funds to make repayments for
credit obtained.

Another notable implication of micro-credit on rural women’s lives is
poor financial record keeping. Evidence abound that beneficiaries of the
scheme lacked proper record of their daily financial transactions. This
problem factored largely on their level of illiteracy (inability to read and
write).

Conclusion and recommendations

It is expected that female entrepreneurship will make a living
attractive in the provision of social amenities for the nation through
education, health, transport, housing facilities, flow of information and social
services, coupled with self-independence and self-sufficiency if supported
through the provision of finance, women’s property rights and worker’s
rights, community education for the promotion of equality in gender,
transparency and monitoring of micro-credit institutions meant for
entrepreneurs.

Against this backdrop, growth can only be effective, if it is
accompanied by redistribution policy. Thus, it is recommended that female
entrepreneurs need to be proactive in forming organizations that will boost
their businesses instead of the various weak organizations they engage in that
only take care of their social networks (Omoyibo, Egharevba, &lyanda,
2010). Again, evidence from micro-credit programme in different developing
countries support the argument that limited capacity and lack of management
skills is the reason behind the failure of most credit-financed businesses.
The lack of business management skills among credit beneficiaries” manifest
two traits; ‘start big mentality’ and uncalculated investments’, the outcome
of this is avoidable waste of credit funds.

A number of important lessons may be gleaned from this study to
improve micro-credit policies and programmes targeting rural women

232



dwellers in Nigeria. It is further recommended that micro-credit programmes
should focus more on women, especially those who reside in rural
communities. This recommendation came on the grounds that women’s
credit performance in terms of funds management, savings and repayment
increases the efficiency of micro-credit schemes and their economic
empowerment usually translates into improvement of poor rural households
and communities.

Closely related to this, the design of micro-credit programmes must
be sensitive and responsive to the socio-cultural realities of the rural people
and should equally be extended to male folk, in order to enhance male
participation bringing about gender equalities. Therefore, incorporating the
men in the micro-credit scheme would also make the credit loan amount to
be higher, since the men are the bread winners of the family, and since the
perception that man will work hard would bring the man to get more money
for investment through micro-credit. By and large, micro-credit programme
should lead to macro-credit programme where the women can be allowed a
larger amount of money.
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