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Abstract

Interest education in Latvia is an essential cameptd of the
education system. Formal education is related watiool activities, while
implementation of interest educational is more il Interest education
content has a more practical nature therefore dpired specific skills that
influence forming of the individual’s attitudes. dldevelopment of interests
has a complex and diverse nature and it is an itapbaspect of personal
development. This establishes a special focus opil'pueducation,
development and improvement, as each country’sdutubased on children
and youth. At the same time, it can be noted tmapportunities of interest
education for personal development has not beepefsoevaluated. The
paper deals with the opportunities of interest atlono centres in providing
self-implementation possibilities in the context thle development of a
socially active individual. Practical research veasried out on the basis of
Liepaja Children and Youth Centre’s experienceotder to identify the
thematic planning of the centre and its compliamgth socially active
personality. Involving the students in interest @dion, it is possible to
increase pupils’ activity and involvement in sogiabcesses of city, county
and state significance.

Keywords: Interest education, interest, interest educatialagegue



Introduction
Description of the problem

Education has three main tasks: the individuab-dévelop each
individual's talents and abilities; the culturab-deepen understanding of the
world; the economic - to teach the skills necess$aryndividuals to be able
to support themselves and become economically ptivdu (Robinsons,
2013). Implementation of these education tasks utual interaction is an
important aspect to help pupils integrate intodhallenges posed by the®21
century. Extracurricular education or interest edion plays essential role in
the education system in Latvia as well as in Europe

National documents, guidelines, standards, prograsn mostly
emphasise activities in formal education institasioHowever it should be
noted that the formal education often does not dpmth the interests,
needs and wishes of pupils. Formal education istedl with school
activities, while implementation of interest educasl is more flexible and
at the same time consistent with a planned strectur

Interest education includes education and upbrgngctivities where
wishes and needs of the involved participants dregreat importance.
Interest education content has a more practicalreaherefore developing
specific skills that influence forming of the indiual’'s attitudes. Interest
education and upbringing is aimed at providing drieih and young people
with civic and value education and development afriptic awareness,
implementation of individual needs and desires bikirt personal
development and career growth, thoughtful spendiigleisure time
expanding the provision and availability of intdreducation. It also marks
the need for a purposeful course of action to impnoersonal development,
identify new opportunities for the implementatidnrderest education.

Research objectthe process of implementing interest education.
Research subject: Opportunities of interest edocatientres in providing
self-implementation possibilities in the context thie development of a
socially active individualResearch ainBased on theoretical analysis of the
literature and the performed research to explodeesaluate opportunities of
interest education in providing self-implementatigossibilities for a
socially active individual. Research method$heoretic research methods —
analysis of the theoretical literature in pedagogsychology and sources
(documents). Empirical research methods — free association ndetho
observation.



Implementation of interest education in the 21st agtury
Characteristics of interest education influenced by the society
globalisation

First, Interest education is explained in the Edion Law (lzgitibas
Likums, 2013) as implementation of an individuapgrsonal education
needs and wishes regardless of age and acquirezhtemu Taking into
account the fact that education has a social ndtunean personality fully
develops if the personal independence is beingiated with taking care of
others thus discovering others based on a moranvaf the world.

Social orientation makes the interest educatiorraise questions
about the building of mutual relationships globally the country, counties,
cities and parishes, creating the desire and thietavengage in public life
and to be able to do that as implementation ofribet important issue of the
democracy along with the development of a senseegihonsibility. The
above list of problem tasks confirms the urgency aptions of interest
education’s implementation in order to develop stid abilities and
interests in line with the active experience inidd to formal education.

Education in its broadest sense has been descabelthe key to
learning and understanding how to cope with thésdlenges of life. Active
citizenship focuses on the question: how peopléqgiaaite in all social and
economic spheres of life, and whether they feey thelong to their living
environment (Eiropas komisijas...,2000).

Council of European Commission evaluating Youthgyan Latvia
in 2008 pointed out that Latvia has a long and essful tradition of
extracurricular education, which is called interesthobby education by
offering free and cheap schools, leisure and sunangvities for children
and young people aged 3 to 25. At the same timesttrae of the lessons
seemed to the Commission like rather old-fashicafigefnoon schooling in
needlework and handicraft for children and theynemended that teachers,
who work in the interest education, modernize tfierand not only renew
the teaching and monitoring methodology, but alseerdify the offer
(Eiropas Padomes...,2008).

Recommendation of the European Parliament an€tucil on the
broader role of education stressed that educatiaypspa key role in the
preservation of the general cultural background msdestoration in the
community, as well as acquiring such essentialasand civic features as
citizenship, equality, tolerance and respect, aaffg@t a time when there is
a need to address issues of how to deal with istrgasocial and cultural
diversity. Moreover, enabling people to enter atay $n working life is an
important aspect of the role of education in stteeging social cohesion
(Eiropas Padomes...,2006)



In this context, an important issue for pupilsteirest education is
how to implement the interest education closelkifig it to employment
policy, social policy, cultural policy, innovatiopolicy and other policies
influencing young people and collaborating with iabpartners and other
stakeholders on the basis of social and civicimeiahips.

Council Resolution of 27 November 2009 on a remkivamework
for European cooperation in the youth field (2000 one of the
objectives put forward was - to support young pesplicreativity and
capacity for innovation, from early childhood impiog better quality access
and participation in culture and expression, thgrefupporting the
development of individuals, greater ability to lgasense of awareness of
different cultures, understanding cultural diversind respect for it, as well
as to develop new and flexible skills for future gdoyment opportunities,
providing access to environments where young people develop their
creativity and interests and meaningfully spendrtfree time (Jaunatnes
politikas...,2009).

Development of interest education in Latvia

To ensure the inclusion of individuals in the tterset by the epoch,
Latvian Sustainable Development Strategy 2030 (RQdi@hlights four
important future directions: promotion of creatyitunderstanding of the
principle of tolerance, thus being open and respgobther cultures and
lifestyles, the implementation of cooperation betwesarious institutions,
non-governmental organizations jointly addressingbfem tasks and
participation (Latvijas ilgts§igas...,2010). It is emphasized that the quality
of education, the availability and content of edigraat all levels and ages -
from pre-school to adult education - is Latvia'gpofunity for development
and the precondition of increasing the value of nmapital.

Technological competence is becoming increasimgiyortant and
thus openness to international and interculturalpeoation. Therefore it is
considered an important aspect to direct educdtimséitution work as an
integral part of society and a positive agent afrge, rather than an isolated
entity acting in isolation from the surrounding @owmment (Latvijas
ilgtspgjigas...,2010).

Also, the Youth Policy Guidelines for 2009 - 20dés the target to
improve young people’s - aged 13 to 25 years -ityuaf life by fostering
their initiatives, participation in decision-makiramnd public life (Jaunatnes
politikas...,2009).

The National Development Plan 2014 - 2020 (Lasvija
Naciortlais...,2014) states that all pupils by 2020 showdehaccess to such
activities outside formal education, which externd texperience, create
opportunities to discover and develop their talefitsus envisaging to cut



down the rate of students with little basic compeés, while increasing the
number of pupils who demonstrate the highest l@fetompetence. The
implementation of such tasks would affect the gteening and

development of interest education.

Currently Latvian government has approved the @inds for the
Development of Education 2014 - 2020 (iiglas afistibas...,2014) an
important education policy planning document foe thext seven years,
which sets out key principles, objectives and dioes of action of the
education development policy. Promotion of an imdial's professional and
social skills’ development for life and competitness in the work
environment has been set as an important goal.elmgtation of this
objective advances expansion of interest educaipportunities for pupils
(Izglitibas afistibas...,2014).

Since the interest education is not implementedsatation from
other developments, it is closely linked to genedlication, teaching and
upbringing process as a whole, schools, differeemtres, and family
cooperation. During the period from 2014 to 2028tvia has set a number
of directions in this area: to ensure the develagroéthe content of interest
education programmes and implementation of newrsév@rogrammes; to
increase the role of interest education; to craatengle database of interest
education programmes; to explore the field of iséreducation and to
increase the capacity of the interest educatiosuistainable development
(Izgltibas afistibas, 2014). This establishes a special focus onl'pup
education, development and improvement, as eachitrgtal future is based
on children and youth.

Formation of interests in personality development

Interest in psychology is seen as a conscioupality tendency to
direct attention, thoughts and actions to emotignalppealing objects
(Vorobjovs, 1996). A person often has a versatiiege of interests, they
often intertwine, provide individual's necessitia$gsires, passions, thus
ensuring the physical existence, spiritual growtidl @lace in the society
(Pedaggijas terminu..., 2000). Interest in specific areas ashighly
individual process, which is closely related to rge@e's uniqueness and
originality. This indicates that the developmentimterests has a complex
and diverse nature and it is an important aspeperfonal development.

Pedagogue V. Zelmenis believes that needs anest$eare the basis
of the individual’'s value orientation in line withis or her life goals and
motives. The author's findings suggest that engmgathe needs and
interests and the progress of development can rdeter priorities and
attitudes in line with the society requirementsl@enis, 2000).



The overall conclusion is that the interest mageaand display only
in spiritual or physical activity, along with antae attitude towards the area
of interest. In the process of implementing inteyes person is filled with
pleasant emotions, willingness to work and graguatlioves to higher
success. Stable interest, in the view of the pdpgmt A. Vorobyov, is
always based on a positive emotional state whid¢brieed by the process of
satisfying major individual’s needs (Vorobjovs, 8990bservation suggests
that persistent interest for any area cannot bé byi the influence of
negative emotions. As additional education intereducation provides
students with: a useful and meaningful leisure fioneative self-expression,
development of talents, self-development; sociibra (acquisition of a
variety of life skills, prevention of anti-socialebaviour, reducing social
exclusion); acquisition of first professional s&jll career planning;
supplementing the acquired knowledge and skillsfammal education
(AukSmuksta, 2011).

It should be noted that there are pupils who ateyat convinced of
their own interests and who should be provided stpm creating their
interests. Principles developed by pedagogues h&ecA. and L. Druzika
can be considered the basis of the interest educatiplementation based
on humane pedagogy cognitions, choosing generalahuwalues as the
priority, through active and positive collaboratiaith others, creating an
ethical interaction, integrating the world's cu#tluheritage and spiritual
values (Druzika&.ascenko, 2004).

Human interests often change at the same tintoiild be noted that
interests chosen in childhood, adolescence andhyoften are present
throughout the life.

Several benefits of extracurricular activities nmay noted to help
pupils develop their talents and skills to mainthealth, build confidence,
integrate into public life processes and build Ig&ills. Historian V.
Clinebell studies demonstrate that by engagingximaeurricular activities
students fill their free time not so much by wakthitelevision or playing
videogames, but rather by a meaningful activityu§,hinterest education has
the opportunity to change and make their liveseoetis well as to provide
support for thorough development (Clinebell, 201&).Auksmuksta refers
to three major benefits of interest education i@ personal development -
formation of self-confidence, social skills, infoation and knowledge
acquisition (AukSmuksta, 2011).

Characteristic of the interest education pedagogus’activity

Pupil and teacher relationship is the most impartspect in the
implementation process of interest education. Tecin communication
with students tend to develop their personalitypkasizing confidence in



their own abilities in areas of their interest, iliéeting making judgments,
independence and responsibility.

According to the pedagogue S. Amonasvili the teachust be able
to wrangle, rejoice, and delight together with sts. Moreover, for the
pupils to be able to reason bravely, for independeto develop as the
characteristic of the personality, for participatigoy to trigger, it is
necessary to create an opportunity for pupils &b like leaders (Amonasuvili,
1988). Teacher's operational efficiency is charamtd by a wide range of
teaching skills, empathy, patience and humility.adreers ‘abilities and
emotions are in close correlations with studerapacities, opportunities and
emotions, while their balance could lead to a spieitual community in the
teaching process. As an essential element of hunpagagogy is the
teacher’s ability to engage students in their oerspnal development and to
be on an equal footing.

Analysis of core competencies of interest eduoatéachers reveals
that the teacher must be a multi-dimensional pedggnwith broad vision
and understanding of the pupils interests and thighability to change with
the time. This approach can increase acknowledgeofepupil’s interests
and active participation in public life process€edagogue V. Zelmenis
stresses that creation of students’ attitudes amdopality is a wide range
teaching task that cannot be implemented only & é¢ducation process
(Zelmenis, 2000).

Pedagogue V. Sibajev rightly points out that fation of the future
society depends from the interest education teacheersonality,
professionalism, knowledge, understanding of valwesd the ability to
change focusing on development. The pedagogueaitedichat a teacher's
success is not only based on the knowledge antdyatoilinnovate, but also
on the ability to have the courage in the contdxthe changing education
and to continuously develop. Referring to the pedag V. Sibajev
cognitions, teacher personality characteristics prodessional competence,
intertwining theoretical and practical activitieare the most important
aspects to be able to purposefully implement thdejnes established in
interest education (Sibajevs, 2002).

Pedagogue V. Zelmenis emphasizes that the formaticattitudes
and positions is a broad pedagogical task and ith& impossible to
implement it only in the teaching process (Zelmen00). While
implementing interest education, pedagogues carausaiety of forms of
work in their professional activities. A. Auksmuagioints out such forms of
work as individual work, work in hobby groups andarns, creative
workshops, hobby clubs, camps, leisure rooms, f@ags, common events,
involvement in different projects (AukSmuksta, 211



Table (1): Description of forms of work in interestucation in the point of view of
individual pedagogues

A.Auksmuksta (2011)

V. Zelmenis (2000)

Cognitions

Individual work

Individual classes

Pupils prepase ¢ontests or
competitions, development of
everyone’s abilities is being fostered

(Zelmenis, 2000).

Work in hobby groups

Work in hobby groups (for Involvement of pupils in hobby groups

example, drama or
literature hobby groups,
photography hobby groups,
visual and applied art
studios)
Practical hobby groups

in accordance with their abilities and
interests (Zelmenis, 2000).

Obtaining the necessary skills for life
(Zelmenis, 2000).

Work in teams

Teams of artistic and sportsinvolvement of pupils in hobby groups

amateurs: youth choirs;
orchestras; theatre groups;
dance groups

in accordance with their abilities and
interests, contributes to the aesthetia
needs and interests, develops creatiye
abilities, develops specific skills
(Zelmenis, 2000).

Creative workshops

Interest clubs

Hobby groups of teaching
subjects or science

Pupils broaden and deepen their
knowledge in selected directions
(Zelmenis, 2000).

Camps

Leisure rooms

Play rooms

Events

Calendar events

Mass events

Education institution’s
events

Sports competitions

For example, Christmas and New Year
events induce strong emotional
experience in pupils (Zelmenis, 2000).
These events are related to nationa
holidays/events, celebration,
entertainment and sports competition
Celebration of national events
contributes to patriotic education of
pupils (Zelmenis, 2000).

For example, 1st September, Teache
Day. A successfully organized festival
promotes team-building and the
formation of pupils’ friendship
(Zelmenis, 2000).

Good organization of a competition may
develop into a beautiful celebration by

actively participating and providing
emotional experiences of successes gnd
failures (Zelmenis ,2000).

or

Projects

Cultural attendance of
common events

Attendance of exhibitions and concerts,
going on excursions contributes to
aesthetic education of pupils, promotes
positive international cooperation
(Zelmenis, 2000).

Research of forms of work confirms a variety ofiops in interest
education. As a result, interest education teaetmmks with pupils both



individually and in organizing group work, engaging camp work and
different projects.

Practical research of Liepaja children and youth catre (Latvia)
activities in the development of a personality

Practical research was carried out on the basisegfaja Children
and Youth Centre’s (Latvia) experience. Liepajald@ien and Youth centre
(LCYC) is a public organization that organizes eatiomal and cultural
activities in Liepaja and Liepaja region. LCYC offi® schoolchildren and
youngsters to spend their free time and develop #kdls in arts, music,
dances, technologies in hobby groups and youthscltd take part in
different exhibitions, shows, intelectual gamesmswer camps, youth
exchanges. LCYC cooperate with State education reentiepaja
Educational board, Culture department, non goventah@rganizations and
European youth exchange network "Platformnet”, fBsudor peace". LCYC
organize festivals, shows, exhibitions, camps, saars and conferences for
youngsters, hobby group organizers, class teaclfigepajas BEernu...,
2014).

In order to identify the main thematic planningtbé centre and its
compliance with socially active personality devetmmt research and
analysis has been carried out, covering the pérayd 2012 — 2014 (partly —
2015). The research aim was to find out the inteeshication centre’s
thematic offer for personality development and @empliance with

cognitions of the theory.
Table (2): Description of the main activities hretimplementation process of interest
education in Liepaja Children and Youth centre

Work forms and activities Thematic planning
Mass events (celebration of 18 November - the Latvian Independence day. Latstate
national events) importance day is respecteth event "My Latvia" was

organized as part of the city erudition competitiS8harp mind
battle" supplemented by creative workshops (2012);
A concert "Let's be together at Latvia’'s birthdé3013);
Liepajas children and youth exhibition of drawiriyty Latvia"
was organised (2013, 2014);
Erudition competition "Sharp mind battle" about\iat(2014);
Creative workshop "My cake for my Latvia" (2014);
Grand concert "Sounds articles” at Latvia’'s birtyid@014);
“Lacplesa Day” torch procession in Liepaja (2012.,2013.40
Check’s show of the repertoire: In the way to XI\iah School
Youth Song and Dance Festival (2014)

Activities devoted to Liepajal Environmental cognitive game contest "Get to knbev t
City birthday environment" (2013);
Musical show "Rosy flower" by Children and Youth Centr
groups for Liepaja birthday (2013);
City erudition competition "Sharp mind battle" ore ttopic "My
Liepaja" (2013, 2014);
Drawing contest devoted to Liepaja birthday (2Q2&14,
2015);




Creative workshops: Liepaja - 390 “Every bird ipaja need
his house” (2015)

Projects

Exhibition organized as part of the edoogbroject "Patterns in
the dowry": colourful handloom shawls (2013);
LCYC pupil exhibition and part of the project "Whehe sun
decorates itself" dedicated to 95 years of Latségies "My
Latvia 95": performances and theatrical speechestriTake a
deep breath of your Latvia" (2013);
Fashion Day "Colour explosion" (2014., 2015)

Cultural attendance of
common events

Baltic Unity Day was marked in the international ¢ in
collaboration with Klaipeda (Lithuania) Latvian Assation, by
participation of LCYC / Youth Wind Orchestra of thaubic

Secondary School (2012);
International intellectual tourney "What? Where?ai'® "
(Klaipeda, Lithuania, 2013);

International memorial exhibition cycle of the agarts and
visually plastic arts was organised for the villagé.idice in the
Czech Republic "Lidice 2013", "Lidice 2014","Lidic® 25"
(2013, 2014, 2015);

Strengthening the sense of family: ,,Family FestiyKlaipeda,
Lithuania, 2013) with participation of LCYC groupseat for
parents — puppet theatre ,Pifs” and ,Winnie thefq2013);
Family festival , Marta the Big Mouth and Fricis tHgig
Mouth” (2014);

Latvian folk singing competition "Nightingale 2014’
Kurzeme’s region (Latvia, 2014);

Competition "Jokes Vortex 2013, 2014" semifinal &indl in
Lejaskurzeme (Latvia);
IV International Festival "Wind Rhythms 2014": Giién's and
Youth wind and percussion instrument ensemblesacttestras
(2014)

A link with schools

An event to mark the Knowledgay ,Let’s celebrate the™
day at school together!” (2012);
An event ,Teacher of the Year” (2012);
Concert by LCYC groups and creative workshops (2012)
An exhibition of creative works ,What a teacher 2a(2012,
2013);
An incentive is given for choosing a profession:egeatVeek —
drawing contest, erudition contest ,Know the Prefes”
(2013);
An event ,The Cocktail of Professions” (2013);
Drawing contest-exhibition "l will be..." (2013);
Photo Contest "Moment in the profession” (2013)

An event ,The Great Class Teacher” (2014);
Knowledge Day activity "Another New Year" (2014);
Information on free time activities (2012, 201312}

The contest "The Friendliest class" (2014);
Event “Excellent class teacher” (2015)

Collaboration with different
institutions

Collaboration with the library "Rainbow": meetingth the
writer A.Manfeldi "Enjoy this day as a coarse o¢&d ...". By
participating theater studio "Karlson's baggad®13);
Collaboration with the library "Rainbow" during tpeetry
Days: meeting with poet M. Reinbergs . By partidipat
musical art studio "Small berries" and hobby’s gréWinnie

the Pooh" participants (2013);
Erudition competition "Liepaja. Latvia. The Europdanion. "
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In cooperation with “Europe Direct” Information Ceat
Liepaja department of Latvian Chamber of Commerc&320
Storyteller festival "Flowing, flowing my speect2q13., 2014);
Storyteller festival "Fish soup” (2014);

Latvian pupils championship of space models invibdd:
rockets’cosmic modelisme at the Air Base in Vain@dsvia,
2015);

Ship models competion in Perkone’s channel (LaR@44,
2015)

Free time activities Autumn holiday activities atréative workshops for children
"Pumpkin’s secret thing" (2013);
Meaningfully spent time during pupil’'s holidays witSpring
holiday creative workshop for the city kids” (20,13014,2015);
Summer camp "Karlson’s secret thing" (2014)

Research of the thematic offer suggests thatviérsoa wide thematic
range and forms of work. Christmas and New Yeareapecially welcome
when the Masquerade processions take place in jaigp@ets, concerts and
other performances are prepared.

Research of interest education from pupils’ perspdive

The research aims to clarify pupils’ associatiothwhe interest
education opportunities in the comparative conteormal education. The
research involved 45 LCYC participants of group$e€TLittle Jewellery
School" and "Visual Arts".

Analysis of pupils' responses confirm that theolamgment in groups
of interests makes it possible for: self-affirmatiauseful spending of free
time, participation in hobby groups appropriateotte’s interests, gaining
new skills and making friends, educating in culfugagaging in important
activities, feeling free and being joyful.

Some examples of positive aspects from pupil’sipof view: there
are no grades; may be late / absent, a lot of ekms; can take part in
shows and competitions. The cognitions gained mraccordance with the
theoretical knowledge of the scientific researchtegt. Students notes that
would love to club activities are not interruptedridg the summer. The
cognitions gained are in accordance with the thaalecognitions of the
scientists. Students note that they would lovegtioeip activities to continue
also during the summer.

Analysis of pupils' responses on the teaching geecof general
education confirms that the school in the impleragonh of the pedagogical
process also organizes excursions, hiking, theseatso happy moments.
Not-so-positive views were revealed in such answersa long sitting, short
breaks, a lot of homework, boring, mandatory atiewce, can meet not only
friends but also enemies and bad classmates.
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In general, it can be noted that implementing ettand interest
education’s closer cooperation has to be improveoke targeted forms of
work should be considered in the implementatiorthef teaching process,
substantive offer must be continually improved le ttontext of the 21st
century.

Conclusion

Interest education in Latvia is an essential cameptd of the
education system, in the implementation of whichmeoexperience of
proving individual needs, desires and interestgjusttion of skills and
spending meaningful leisure time has been builtAgoording to the Latvian
Education Law it is freely available to all studemtho wish to get involved.
At the same time, it can be noted that the oppdrésnof interest education
for personal development has not been properlyuated.

Latvian interest education system is being implaie@ and its
development is carried out in accordance with magonal and country
specific frameworks, guidelines, recommendationgl atocuments on
education. At the same time, it can be concluded the Latvian interest
education needs more dynamic changes in its implie&atien and updating,
in solving topical national problems, in the acgios and expansion of
active experience, in improvement of the interedtication curriculum
content and implementation of new programmes aaugr the context of
the 21st century.

Involving the students in interest educationsipossible to increase
pupils’ activity and involvement in social process# city, county and state
significance, to contribute to the formation of natic feelings, to provide
purposeful leisure time, to encourage the developmoeself-confidence and
motivation, career development, help integrate ublig life activities thus
promoting the formation of an active life positionan individual.

Teachers involved in interest education must &elbile and creative,
with the ability to change, to be the consultanteilocutor, like-minded,
they must have the propensity to self-realize gmoreciate. Teachers need
to be in self-development, towards improving, wikie ability to act and
collaborate, with the ability live up to.
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METHODOLOGY OF E-LEARNING
INCULCATION

Yskak A.Nabi
S.Seifullin Kazakh agro technical University, Asiagity, Kazakhstan

Abstract

In the article is called the gap reasons betwexanpial and real e-
learning possibilities and it is indicate on thedéo develop a methodology
of its inculcation; is considered elements bundiesa system subsystems
which are confirmed the some elementary strutjurection of the three
definite elements that universal logical functioma@pendence characterize
which is called as “triads”. Structural model oés$e junctions is represented
as a conventional isosceles triangle in the vedexvhich is located the
element, in essence balancing the internal comtiads of the other two; is
shown the contradiction softening ways; the sultisanomponents of the
methodology of e-learning inculcation in the Repuldf Kazakhstan are
represented as a scheme and is given a brief gesaorof the components
shown in the scheme.

Keywords: E-learning, triads, structural model, substant@nponents of
the methodology, inculcation of the e-learningha Republic of Kazakhstan

Introduction

Tremendous progress in the electronic technigueeldpment
provides good technical possibility for various abitic ideas realization.
However, methodological aspects of e-learning labild from technical
means development. The lag in methodological probldevelopment and
"low-tech” of existing psychological and pedagogioegethods are one of
principal gap reasons between potential and relebming possibilities
(Solovov A.V., 2006). To e-learning possibility useed to develop a
methodology of its inculcation.

Structural components of the methodology of e-leaiing inculcation
Traditional training is interpreted usually as apiis cognitive
activity management with the aim of forming by théme knowledge, skills
and experience, of personal qualities developmeaturally, the learning
environment with help which is realized the edumadi process is not taken
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into consideration in this scheme. In the schenosvahn the article by A.V.
Solovov (Solovov A.V., 2006), this environment iegented in the form of
educational and methodical complex. As the authrdes; the triad “Teacher
- Training and methodical complex - Pupil” is calesed and the inherent by
pedagogical e-learning systems «feedback» conespliprity is shown.

However, something else is implying by "triads" the article by
Y.A.Nabi and G. K. Mendygalieva (Nabi Y.A., Mendygaa G. K., 2006).
There a system subsystems elements bundles wesiddemd and follow
supposition was confirmed: these elements form selementary structural
junction of the three definite elements which unsa logical functional
dependence characterize. Such logical structurahdlea are called
provisionally as "triads". Structural model of teganctions are represented
as a conventional isosceles triangle in the vedexvhich is located the
element, in essence balancing the internal comtiiads of the other two.
Triad’s pairs form the certain structural junctionghe form of rhombuses if
the bases in which are located equal elementsrioemd.

The teaching subject — a teacher, the learningesub a learner and
the educational information environment make thgid#&iad of e-learning
inculcation methodology components. The didacticssgulities of
information communication technologies (ICT) arealimed in this
environment.

The contradiction softening caused by significaheinges in the
educational interaction between a teacher andradess realized in result of
feedback not only between teacher and learneralsot between them and
educational information environment based on IChe Tcontradiction
between leader role of a teacher and slave rotelefrner is appeared in the
result of this. In order to remove this contradintithe essence of training
and information interaction in the e-learning imm@atlon condition it is
necessary change, i.e. teacher’s functions to feapsrtially by a learner:
learning outcomes control; organization of vari@adivity forms at self-
extraction and self-representation of knowledgdlect processing, keeping,
transference, circulate of information. Then swuat junction in the
rhombus form is formed.

However, e-learning inculcation methodology congias
structuring does not end on there. Consider otheponents.

The learner’s role strengthening in the educatipnacess evokes a
contradiction between teacher and learning infolenatenvironment,
because the distrust to it in learning aims achig\y teachers. In order to
remove this contradiction the scientific-pedagogiead methodological
ensuring of the e-learning inculcation need to beetbped. The new triad
forms together with the learner a new rhombus & réssult. However, the
new triad appearance creates a contradiction batweacher and this
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element, because he will have the additional workhe training functions.
In order to remove this contradiction the methodadal problems of
teachers preparing for work in the e-learning inatibn conditions need to
be developed. It is especially important that teacher's role may be
reduced to training content development with theveatl of "mobile

learning”. Then a new link is appeared and the tread is formed, it will

consist for the elements: "the learning-informatimteraction essence",
"learner" and “mobile learning peculiarity’s idefigthg”.

Permanent renovating and complicating of intevacikearning means
evoke an abnormally high interest by learner; tendp a lot of time on the
computer. The contradiction between the educatipradess intensification
necessity and the requirement of learner's memdlpysical health arises.
To remove this contradiction, the measures setednaing of the negative
consequences of information communication techgieto means use in
education it is necessary to substantiate sciealij. Educational products
guality evaluation from the didactics and ergon@mposition, as well as
health-saving technologies is one measure for newtradiction removal.
These technologies include the physiological andjidnyc character
measures described in special normative methodicaliments. However,
the potential of several sciences (medicine, sogigl law, etc.) it is
necessary to unite on a methodological level withaam to make the
recommendations on the "computer dependence” dé@sguand young
people from "virtual reality” separating.

Based on the foregoing, the substantial componesftsthe
methodology of e-learning inculcation in the Republf Kazakhstan can be
represented as a scheme in Fig.1.
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Figurel. Substantial components of the e-learnioglcation methodology in the Republic
of Kazakhstan

Notations 1 - Chance of learning and informational intei@ttessence in the e-learning
inculcation conditions 2 - Development of e-leaghinculcation scientific-pedagogical and
educational-methodical ensuring 3 - Development nidthodological problems of a
teacher’s preparation for work in the e-learninguiocation conditions 4 - Identify of mobile
learning characteristics 5 - Scientific justificat of the measures set on reducing of the
negative consequences of ICT means use in educatioDevelopment of health-saving
technologies 7 - Evaluation of the educational potsl quality

Now we give a brief description of the componesfitewn in Fig.1.

E-learning on the information communication tedbg@es basis is
considered as purposefully organized activity fatu@tional process
subjects interaction on the basis of telecommairin access to
information resources for educational purposes sndhe information
technology services ensure. These subjects peifotne interaction result:

- feedback in a result of the interactive exchabgeeducational
information between learner, information source gacher;

- search, processing, storage and use of scengiedagogical,
educational, methodological, technological and e developments,
control and measuring materials represented irtrel@c form;
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- different operation modes with an informatiorsaerce and the
learner's actions correction.

Preparation for work in e-learning inculcation dtions is a
practical activity on the scientific ensuring bas#sthe pedagogical staff
preparing methodology development.

The educational purposes should be competent enettearning
realization sphere, needs to implement the infomatbn in an educational
institution, must know the interactive learningane use aspects in this
preparing result. In addition to pedagogical predness he needs to take
one’s bearing in the psychological, ergonomichieécal, technological,
legal provide matters of e-learning inculcatiortheir correlation and mutual
influence.

E-learning inculcation is fulfilled with active @sof pedagogical
production manufactured for the information comneation technologies
realization. This production is presented in themfoof educational,
educational-methodical, didactic, demonstration,ference materials,
laboratory equipment, training programs, virtudldeatories, etc.

The products creation and use must fully disclitee information
communication technologies didactic potential wike into consideration
by their pedagogical feasibility and requirements psychological,
methodological, ergonomic, technical and technalalgiquality of each
production functioned on a base of ICT. The impletaton of pedagogical
appropriateness and requirements to products gualitst be evaluate in
accordance with scientifically grounded methodolegyg parameters write
down in the relevant standards.

As noted by R. Sobko, "Most authors at researdfeasfluence of
informatively-communication technologies on persitpaof student are
accent attention on positive parties of the use ioformatively-
communication technologies in education, such aslividualization of
studies, of bringing variety in an educational gsx; possibility of choice of
own rate of studies every student, increase of googanization of
personality, overcoming of fear for students witle special necessities (for
example, with a stammer), simultaneous use of nfiactprs of influence (a
sound, image) in combination with possibility opigreiteration and control
of knowledge that will improve the quality of studfymaterial, development
of the creative thinking. We are not denying thesifpee influence of
informatively-communication technologies, but itnecessary to notice that
the new stage of their development strengthenstivegafluences that were
before or wretched and in general absent. ... Assalt of such relation
considerable part of students "lost” in a netwongsting time on an
intercourse about nothing in chats and forums b&eareof new recipes,
pictures, videos or other virtual satisfaction o imaginary necessities. The
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lack of time becomes the result of such actionsstadies; intercourse of

parents and children is break, no time on createxelopment of personality

of young man. Consciously or unconsciously, getimdghe snares of new

information technologies, the problem of self-reafion, developing by

flairs personality puts at the last place that hartcan result in her

degradation, even losses of the professional gkilishased before, losses of
health in the different aspects of this concepbi®aR.M., 2013).

Scientific-pedagogical and methodological ensurwofg e-learning
inculcation should be direct to the learning cohtgrdating and curriculum
subjects methodical support materials developmnteragctive inculcation of
the ICT in teaching practice and educational resgsicreation. Scientific
and methodological ensuring of e-learning incutmatcontains four work
directs: organizational and methodical (scientmfiethodological base, best
teaching practices and student innovation daturblighing), technological
(collection and information processing, planningl aonducting measures
for e-learning), methodological (generalizationg theachers experience
presentation and dissemination).

The scientific-pedagogical and methodical ensuonggnization of
e-learning inculcation should be based on contaatyais of scientific and
methodological potential of the collective, prograed and methodical
ensuring of educational process. Scientific-mettaldactivity must proceed
in the process of individual and collective creatsearch.

J. Rubianj, A. Mena, D. Sanchez noted that "lteratbod like an
alternative to learn "at any time, any place andng way", combines with
individualized (or personal) learning ... Some im@aot mobile learning
properties are: increasing enrolment, broader stugepulation, flexibility,
facilitates equal opportunities for all, situate@arning, negotiating
knowledge, interaction, sharing, collaboration, owmication between
cultures, et" (Rubianj J., Mena A., Sanchez D., 2014).

Kazakhstan’s scientists intend to inculcate of Biteolearning™ in the
country (URL: zakon.kz). But they note that on thewn mobile devices
(tablets, gadgets and phones) is not quite a peséiffect on the children
eyesight. Education must adhere to the acadenas and requirements.
Inculcation in the educational process of the taislea dual thing. Because
we not all children with 100% vision. Still, thextbooks, the traditional
understanding of education, are tools that shoelchhintained.

Conclusion

Development of e-learning inculcation methodolaegyequired for
use of the information communication technologiessibilities.

Identified structural components of the e-learniimgculcation
methodology are the basis for practical work irsthirection. Further e-

19



learning development can lead to components expantiis necessary to
pay special attention to reducing of the negativesequences of youth
hobbies by modern information technology.
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RECAPTURING ‘MARKETING' FROM THE
‘MARKETISATION’ OF HIGHER EDUCATION
DISCOURSE

Adrian Mateo, MBA, MA
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Abstract

Both ‘marketing’ and ‘marketisation’ are featuraisthe UK Higher
Education (HE) sector. Whilst there is a close arften symbiotic
relationship between marketisation and marketihgy trepresent distinctive
aspects of the HE managerial discourse. Neverthdalesy have become part
of an indivisible vocabulary that habitually misemstands these distinctive
concepts. The aim of this paper is to recaptureketisng from the
marketization discourse and demonstrate its carttab as a valid
ideological perspective in HE.

Keywords: Marketing, marketisation, higher education, tratisaal
marketing, relational marketing

Introduction

Critics of marketing in higher education (HE) aeguhat a
fundamental and inexorable conflict exists betwé® intrinsic purposes
and values of education and what has been descabe@oh increasing shift
towards marketisation or corporatisation, thatesting HE as a commodity
open to market forces with students as its printarstomers (Bruce, 2006;
Gibbs, 2001). Some have asserted that marketisédian attack on the
liberal structures and values that have enabledeusities to flourish
academically and intellectually (Smith, 1997; Pe&810). Others have
maintained that the quality of HE, traditionallydged on the basis of inputs
such as teaching and research excellence, are lbeidgrmined by the
imposition of artificial benchmarks based purely @utputs and economic
performance. Molesworth et al (2009) argue thatibigon of a university as
an agent for change, transforming the individuab isomeone who thinks
critically has been replaced by focusing on thet@ainstudents want at a
market rate, decreasing intellectual complexitthig is not in demand, and
increasing connections with the workplace if tlsiglesired ‘Once, under the
guidance of the academic, the undergraduate hadpttential to be
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transformed, but in our consumer society such $i@mation” is denied
and “confirmation” of the student as consumer otaed’ (ibid. p. 277).
Lynch (2006) concurs with this analysis declaringttthe university is being
pressurised to transfer its allegiance from thelecac to the operational and
encoding the values of the commercial sector almagitout reflection.
Hooley (Australian Association for Research in Eation, International
Educational Research Conference: Establishing 8swmfieal Identity:
Narrative as Curriculum, Sydney Australia, 27 Nobem— 1 December
2005, pp. 2) even claimed that marketisation waassault on the academic
profession itself ‘Do teachers still see educatisra public good, of personal
and democratic importance in its own right regeassllef the socio-economic
background of students, or is education a critcahponent of material gain
and individual, competitive advancement?’.

The bleak canvas painted by detractors impliesetkistence of a
once superior and fairer epoch, an apotheosis wireversities focussed on
pursuing pure intellectual enquiry with appreciatand compliant students,
and in which state intervention was primarily ditegtat providing financial
support. But is this rose-tinted perspective arueate and indeed desirable
interpretation of higher education or merely visterhetoric fuelled by
perceived disempowerment - a sort of professioeed¢dvement, or perhaps
simply a fear of change?

In this paper, it is argued that whilst there ilase and often
symbiotic relationship between ‘marketisation’ arwharketing’, they
nevertheless represent distinctive aspects of thenldnagerial discourse yet
have somehow become part of an indivisible vocalulhabitually
misunderstood by universities. The aim of this pae to recapture
marketing from the marketisation discourse and detrate its contribution
as a valid ideological perspective in HE.

l.
Marketisation versus marketing....is there a differere and does it
matter?

Wikipedia defines marketisation as a process #rables state-
owned enterprises to act like market-oriented fithtsugh reduction of state
subsidies, organisational restructuring, deces@dbn and in some cases
privatisation. These steps, it is argued, will letd the creation of a
functioning market system. Opponents of markebsatioften cite
deregulation under the Further and Higher Educaticin1992, as a defining
moment in the transformation of UK HE from pubintarest institutions into
consumer-oriented corporate networks, whose pubterest values have
been seriously challenged (Rutherford, 2005). Whalear is that the post
1992 deregulation of HE, coupled with the subsetuetroduction of
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student fees following publication of the Dearingp@rt and government
policy aimed at encouraging increased participaitn@xorably set in motion

the wheels of marketisation in UK higher educat@uljrection which seems
destined to continue for the foreseeable futureleMlworth et al (2009)

underline this perspective ‘Given the latest gowent funding cuts, the
most prevalent outlook in Higher Education todagne of business, forcing
institutions to reassess the way they are managddoeomoted to ensure
maximum efficiency, sales and “profits”. Studentew the opportunity to

gain a degree as a right, and a service whichhbgg paid for, demanding a
greater choice and a return on their investmeRteface)

In many ways, marketing is a by-product of madagion, an
inevitable consequence of managing rapidly increastompetition and
shifting stakeholder demands effectively. Earlyimigbns of marketing
reveal a mainly transactional orientation, ‘Markgtiis the management
process that identifies, anticipates and satisftastomer requirements
profitably’ (The Chartered Institute of Marketingdr, ‘The process of
planning and executing the conception, pricingnhpybon, and distribution
of goods, ideas, and services to create exchahgesatisfy individual and
organisational goals’ (American Marketing Asso@aji Most practitioners
were comfortable with this definition right up teet 1990’s. However, rapid
changes in technology, an increased awarenessstdnoar synergies, and a
greater understanding of lifetime value compelled nvays of regarding the
discipline. Marketing guru Kotler (2009, pp. 4) dekes marketing as ‘a
social process by which individuals and groups iobtehat they need and
want through creating and exchanging value withesth The American
Marketing Association also redefined marketing #g ‘organisational
function and a set of processes for creating, comeating, and delivering
value to customers and for managing customer oglstiips in ways that
benefit the organisation and its stakeholders’alyn marketing had been
recognised as a social process in which a mutumheficial relationship
exists between consumer and supplier and bothdal@borators in the co-
creation of value. More importantly, this reconceisation provides
relevance and acceptability in a traditionally s environment.

The notion and application of marketing may beardgd as an
emerging field within HE (Hemsley-Brown et al, 2006ut arguably has
resided within the consciousness of universitiescénturies. Long before a
recognition of marketing’s role in identifying thgsues and implications of
global competition (Conway et al, 1994; Allen et B999; Mazzarol et al,
1999; Mok, 1999; Ford et al, 1999; Armstrong, 20Cbates et al, 2003),
social segmentation (Ball et al, 2002; Reay e2@02; Brookes, 2003; Farr,
2003), research into student choice (Foskett &C4l1; Baldwin et al, 2000),
institutional image and reputation (Nguyen et &0P) or the development
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of market positioning (Binsardi et al, 2003), umsiges intuitively
understood the importance of key marketing concepth as branding for
example, albeit this was not publicly or formallfieulated. Coats of arms,
mottos, logotypes, proprietary livery and colowsen uniforms, have and
are still used, not just to aid corporate idendificn, but equally if not more
significantly, as powerful subliminal symbols tonfer perceived status.
Similarly, the concept of brand is not confinedthe organisational level;
individually academics have also appreciated theetis derived from
nurturing an illustrious reputation. Yet, desphiestexploitation of marketing
(inadvertent or otherwise) it is frequently maligner misunderstood, by
those same organisations or individuals (Delan®@22 Fuller, 2005; Grey,
2001; Prichard et al, 2003; Trowler 2002; Willm&®o03).

Disentangling marketing from the marketisationcdig'se is a tricky
business. There is considerable internal resistémaearketisation in UK
HE, manifesting itself in negative attitudes andpanses to the idea of
marketing. Moreover, universities have failed tongsticate the marketing
idea and make it into a home-grown philosophy (Gi®@1) resulting in the
application of alien ideas borrowed from the busineector. Finally, the
apparent inability of HE to identify itself withspecific offering, epitomised
in the battles between competing positions on rekBe@ersus teaching and
learning, has exacerbated doubts about the relgvahenarketing in the
sector (Maringe, 2005). However, as this paper tesaled, whereas
marketisation is a relatively recent and to an mixterganic societal
phenomenon, marketing is not just a set of teclesgiesigned to improve
corporate competitiveness but a philosophical fraork guiding the
institution in the development of its offering aid relationships with
internal and external stakeholders. From this petbge it is clear that
reconceptualising marketing is key to its succeddstug-term survival and
recapture from the current marketisation in HE adlisse.

Reconceptualising marketing in higher education

Research undertaken on HE marketing in univessitigs identified
that whilst senior executives value marketing, St generally narrowly
perceived as publicity or promotion and conceptshsas relationship
management, customer satisfaction and marketirggarels seldom feature in
strategic discussions (lvy, 2001; Maringe, 2008B)thHe majority of UK HE
institutions responsibility for marketing is therdain of senior personnel yet
often they do not possess relevant marketing qeatibns. Similarly, few
strategic university documents include marketingasntegral component,
suggesting that it remains at the operational rathen the strategic level in
the majority of institutions.
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As previously discussed, a fundamental sourceistfodtent is that
marketing is regarded as a concept introduced frercommercial world or
even an ‘American’ idea, and as such has limitgdigcance within the UK
HE sector. The prevailing perception and concepaibn of marketing in
HE by and large echoes this notion of imported amsdconsigning it to the
margins of organisational policy and confirming itse as an effective
response mechanism but not a key strategic tool.

Several marketing conceptualisations or oriemigtidhave been
postulated and the extent to which institutionslhapparketing practices is
generally a reflection of their individual perspees. A product led
conceptualisation is one in which the institutievelops its offering based
on what it is good at doing, rather than necessaiat the student actually
might want. This ‘expert’ model holds true for madiK universities driven
by a desire to offer high quality and excellendeisTapproach can be seen in
many research led institutions such as the Ru&sellip of universities for
example. A production orientation is characteribgda primary concern for
the creation of products and services e.g. coutasstutions perceive the
key challenge as developing and promoting thesdyets and services in
order to compete more effectively. This approacloften exemplified by
newly emerging HE institutions, who typically alsstablish niches in
specific subject areas or disciplines in a desirbdcome more competitive.
A sales orientation focuses on the external pramnotif the university and
its offering. The emphasis is on managing image rapatation, providing
information and maintaining applications througbmotional activities such
as external relations, advertising and even dsetling. Acknowledgement
of this approach tends to be underplayed but yptasalent in the external
activities of most institutions. A marketing oriatibn is an organisational
philosophy that focuses on identifying and meetihg needs of its
customers and believes success is most effectaehyeved by satisfying
these demands. In this respect it differs considgrdrom the other
orientations discussed as it places the customestustent at the heart of
decisions, making the institution more accountabifetial research to
identify student needs is a prerequisite in theettgpment of courses and
services as opposed to the ‘take it or leave iifuate characteristic of other
approaches. Elements of a marketing orientatiorHIh are increasingly
detectable at both institutional and national leeaj. graduate research
initiatives and the National Student Survey. Howevithe wholesale
application of this approach remains problematiarasersities wrestle with
whether students should even be seen as customleether HE should
concern itself solely with delivering customer skiction at any cost without
regard to what may be right or wrong, and whethebracing a customer
centred focus will shift the balance of power frdhe educators to the

25



learners (Aaker et al, 1995). Nevertheless, instmg collectively and
academics individually recognise and enthusiasyicatcept the need to
satisfy external stakeholder demands (e.g. studemitsders, business
partners, government departments etc.) both ashécakresponsibility and
as a business imperative. Presented and appliedommiely, this

orientation may help reframe and reconceptualiserketiag in an

environment dominated by conservatism and appréen$wo emerging

orientations may also help reinforce a reconceatbn of marketing in
HE. A societal marketing orientation adopts theiorotof ethical business
and social responsibility, rejecting the idea obrpoting products and
services at any cost. Finally, a customised margetirientation builds on
the marketing philosophy of satisfying customerst lweats them as
individuals rather than homogeneous groups. Thsageh is likely to hold
great appeal to HE as it would accommodate the afeanclusion and

differentiation simultaneously, in key areas sushiradividualised learning
programmes and widening participation.

Applying a new marketing philosophy

Having reconceptualised marketing, the institutoast now find a
way to determine the appropriateness of its ortemta ‘Transactional’
models based on market efficiencies and exchangesRelational’ models
based on involvement and relationships have beentified by several
authors (Gibbs, 2002; Li et al, 2000; Hemsley-Braatral, 2006) and these
are now considered further.

Transactional marketing model

Conceptualised as a market, the primary role trstitutions is the
production of educational products and servicestodents in their defined
target markets. The fundamental exchange at the althis proposition is
the acquisition of students and funding in retusn groducts and services
that increase the human capital of their custon{@ibbs, 2002). The
underlying premise of this model is that HE is anowodity that can be
managed through an exchange mechanism whose cyrrienqurely
transactional.

Typically the application of this transactionabwi of marketing is
expressed through the deployment of a traditionaP’d model of the
marketing mix i.e. product; price; place; promotioBach element is
emphasised and adjusted to optimise efficacy oemhange and maximise
value to the institution. The product element maglude considerations
such as the range of courses offered, the diveasidin and development of
new courses and the structure and methodologyroémuprovision. It may
also cover issues such as the physical infrastreic(a.g. facilities and
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resources, use and maintenance of display arepmgs etc.) and branding
(e.g. is it clear and consistently applied acrdsmadia?, does it reflect and
reinforce core values?, does it enable prospestivéents to quickly identify
the institution and differentiate from other compgtproviders?). The price
element may include ideas around pricing structares variances to reflect
perceived competition or different target markeesg( undergraduates,
postgraduates, international etc.), discounts armmntives to encourage
increased applications or conversion, and orderangd application
procedures. The place element may include stratemiethe location and
delivery of courses, how to increase accessibaityl convenience (e.qg.
modularisation, online delivery, flexible timetaidi etc.) and support
systems such as enquiry handling and web suppbet.pfomotion element
is generally regarded as the ‘coal face’ of theitusons marketing mix and
accordingly given prominence strategically and ime tallocation of
resources. Typically, it will include consideratsoabout how to position the
institution and make use of traditional publicitpailing, public relations,
events, branding, online marketing, advertising spahsorship.

The 4 P’s marketing mix dominates current market@pproaches
within HE institutions and with its organisatiorfatus and simple and easy
to implement solutions it is not difficult to undéand why it has gained such
widespread acceptance. However, the four P’s repteghat Kotler (2009)
describes as the ‘seller’s’ view of marketing todisother words it focuses
on what the organisation wants to produce, howant# to price its offering,
where and how it chooses to deliver it products semices, and to whom
and with what means it chooses to convey informat@iven the resistance
to the marketisation agenda discussed previousiy,dlear that universities
do not view HE as a market commodity but rathezaarling community in
which their role is to act as agents of transforamatlt is little wonder then
that many academics have shunned the concept @f Bie marketing mix
and its negative connotations associated with adymto orientated
commercial world. The application of marketing ik kherefore seems best
built on relationships in which the institution asses a shared responsibility
alongside their learners for the choices and ttans they both make
(Gibbs, 2002).

Relational marketing model

Conceptualised as a community in which both tlgawisations and
its customers co-create mutually beneficial vatbe,HE institution seeks to
develop deep relationships where the deployment ogjanisational
capabilities and resources proactively embracentiton of supporting the
widest constitution of learners. This humanistipraach to marketing is
founded on the premise that the purpose of thé&utish is to advance the
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interests of both human experience and human tapitaording to Gibbs
(2002 pp. 329) ‘This differs from any neo-liberafititions of markets and
its derivative marketing in that learners’ inteseare satisfied even to the
disadvantage (in the financial sense) of the msbih. This notion of a
community rather than a market would not commoelititbe learning
experience but celebrate it as essential to hugianit

The 4 C’s, a reinterpretation of the traditionalP4 marketing mix,
has been suggested by Bruner (1988) and later dbaute (1990), as a
means of applying the relational marketing perspectProduct becomes
customer solution, customer value or concept; pl&cereplaced by
convenience or channel; price is cost; while proomt becomes
communication. The customer solution element foguse the underlying
needs and aspirations of students and other stale¥bo(including the
institution itself) in order to identify how to ate value across the whole
learning and research community. The cost elemeobgnises that the
monetary price is only one part of the cost tosfatand aims to understand
the full cost of consuming the institutions’ protkiand services in terms of
time, effort and even individual conscience. Thavamience element turns
the conventional view of location and distribution its head and reframes
this in terms of issues such as accessibility,-trsamdliness and flexibility.
The advent of the Internet has revolutionised trawial supply chains and
universities are certainly familiar with idea sua e-learning and podcast
lectures etc. The communication element rejectsti®mn of manipulative
one way promotion in favour of shared and inteva&ctivo way dialogue and
proactively listening to students and other stala#grs.

In an effort to create greater relevance to thecHiiztext, Newman et
al (2009) have extended the 4 C’s marketing mix ehdwarther by including
three additional elements: Calibre (or Champio@gpabilities; Charisma
(or Collateral). Calibre refers to people and neimg that the quality of an
institutions staff plays a major role in attractiagd retaining students.
Capabilities refers to processes and suggestsrsigtutional practices and
procedures, exemplified by things such as good comications, ease of
accessibility and the involvement of students ia ifstitutions’ marketing,
can build a significant competitive advantage. @Gmaa refers to physical
evidence and is the visual representation of tlstitution as well as its
tangible manifestation in buildings, facilities aramenities. Corporate
identity and brand can be seen to represent an rtemgopart of the
institutions charisma or collateral but in orderg&in genuine credence this
needs to extend beyond the use of a logo and airetrapline and be part
of its inherent values, or what Newman et al (2pp96) describe as a ‘value
foundation’.
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The 4 C's model of the marketing mix reflects adeht oriented
marketing philosophy, providing an enduring remindethe need to focus
on long-term relationship building in order to deeautual value. In terms
of reconceptualising marketing in HE, one of itstidictive and desirable
features is not only putting the student at thetreeaf marketing decisions
but involving them as part of the process itselbtl&r (2009) describes this
as the ‘buyer’s’ view of marketing tools.

Can a relational marketing model work in practice?

In 2003 US researchers investigated whether tivere benefits for
universities in adopting a relational marketing mlo@Arnett et al, 2003).
They examined the nature of the exchange relatiprishhigher education
for individual students, and argued that for HE ke#grs, encouraging
students to be actively involved in school actestiand improving or
maintaining a level of university prestige encoeghe formation and
development of a university identity, which in tuencouraged students to
engage in supportive behaviours in the future. tielahip marketing was
considered to be a viable strategy but successreglga focus on the social
benefits of participation in HE such as emotioradisfaction, spiritual values
and the sharing of humanitarian ideals and nottheseconomic rewards that
may subsequently accrue as a result of obtainiradifopations. Similarly,
Binsardi et al (2003) demonstrated strong support &pplying the
relationship marketing approach based on a compséhe literature
analysis which linked relationship marketing to tiarketing of services.
Hemsley-Brown et al (2006 pp. 329) also recognibedcompatibility of a
relational model with the nature of the HE servidescause ‘It is an
approach that promotes the involvement of studenthe marketing and
image-building of their institutions’.

The research highlighted certainly indicates thate is widespread
institutional support and willingness to adopt &tienal based marketing
model, suggesting success in its practical impleatem. However, whilst
support for the relational model amongst theorggipears to be consistent,
Gibbs (2002) argues that the complexity of the atlan product, the
economic role of HE institutions and the currenessure to perform
financially may inhibit the notion of relationshiparketing and need to be
considered before a reconceptualisation of HE ntisudgecan occur. Gibbs
describes three ‘pillars’ that support the notidrredationship marketing in
HE i.e. learners’ temporality, ‘existential trusthd self-confidence, which
are now critically examined.

Temporality - the perception and experience afflieg is based on a
future goal that extends beyond the present anéftire institutions need to
go beyond normal temporal horizons. Gibbs proptisasan understanding
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of the preferences and successes of learnersnmafdearning would offer
an insight into both the phenomenology of the leesnown temporality and
that embedded in the product or educational seivéeg experienced. To
develop a better understanding of students long wwals and attempt to
harmonise these with those of the institution fymesonates with the
relationship concept of placing the student athbart of decision making,
however, it seems ironic that Gibbs is openly caitiof the economic market
philosophy in favour of a more humanistic approaat surely a key
objective for most students in HE is the currenicprovides in terms of
future employability.

Existential trust - Gibbs claims that the markgtof education has to
provide the confidence that trust can be investedeachers and their
institutions to face learners’ futures yet to bewn or articulated, a trust
built on mutual respect, empathy and compassiorairAgthe notion of
mutuality dovetails neatly with the relational mbdet the idea of students
investing unquestioning confidence in their ingido smacks of an archaic
view that the institution knows best.

Learner self-confidence - Gibbs (2002 pp. 332) dess this as ‘...
best achieved through the application of practieakon to establish what is
feasible for one-self given the potentialities aminpetencies one has’. An
understanding of students’ self-confidence in retato learning is clearly an
important component in a relationship based modglib only one element
of something far more complex and multi-facetedjalilt to distil in terms
of the practical application of marketing, and @ouds on a single aspect may
detract from other issues of greater significandéhiw the relationship
model.

Gibbs (2002 pp. 333) offers the marketer a usefsight into the
nature of relationships and is right to suggest tharketing HE is ‘best
undertaken within a model of collaborative relasibips whose vision is of a
humanistic process of change not a transactionatketia However,
marketers must also reflect issues of institutidreadkground, the nature of
the manpower base and the available resources ,(B98%). To this extent,
HE marketing also needs to base itself in prasticahd achievability if it is
to succeed in repairing a damaged reputation.thasauthor’s view that the
successful application of a relational model lieshie individual institutions’
ability to domesticate the reconceptualised manketiphilosophy as
discussed earlier in this paper. The institutioousth reject any notion of
slavishly following marketing practices designed fasiness organisations
or reproducing the position and strategy of conmgeinstitutions, in favour
of pursuing its own unique mission. Key requirersend support a
developing marketing orientation include the cmatiof a distinct
professional marketing structure, the introductadrrobust communication
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systems, the systematic collection of marketingonmiation through
research, the support of senior management, thpagadion of internal
marketing to garner collaboration and understanétiogn colleagues across
the organisation, and the involvement of students @her stakeholders in
marketing particularly in relation to brand buildinand reputation
management.

The idea of domesticating the marketing into ttratsgic focus of
HE is however further threatened by a failure withniversities to identify
with their real core product. This is largely masiied by the debate whether
universities should be research or teaching focused

Conclusion

Like it or not, marketisation is now a featureldf higher education
and will continue to polarise opinions and stir ¢imas. However, regardless
of position on the debate, the unprecedented eigman$ the sector over the
past 20 years has brought about significant ben#ditthe entire learning
community. In 1994 there were around 1.4M studpatsicipating in higher
education, according to the most recent figuregassd by the Higher
Education Funding Council this now stands at 2.&Mtaggering increase of
almost 80%. Widening participation and diversitg also key features of
this expansion. There are more students from stdteols than ever before,
a greater number of international students, greaiural diversity in the
home student population, more disabled studentsttadargest number of
mature students than at any other time. This phenaingrowth has also
resulted in massive investment programmes to stipgaching and learning
and develop the physical infrastructure. The raagd variety of course
provision is unrecognisable from a generation @&fpojce was often limited
to a relatively few well known academic or vocatibaubjects. 20 years ago
it was unthinkable to have done a degree in PopMasic Studies
(Liverpool), Hairdressing Salon Management (Derlsgshion and Lifestyle
Products (Southampton Solent), Watersports Scieanog Development
(Portsmouth), Contemporary Circus and PhysicaldPerdnce (Bath Spa),
Surf Science and Technology (Plymouth) or Puppé@gntral School of
Speech and Drama, London). And it's not just p@str&titutions who have
exploited these new market conditions, Russell Gnaniversities have also
actively developed new courses such as Folk andlitioaal Music
(Newcastle), Profound and Complex Learning DisgbilfManchester),
Motor Sports Engineering Management (Sheffield) ariding Studies
(Nottingham). Seen like this, marketisation appedardiave enabled new
channels of intellectual enquiry and research rathan restrict academic
freedoms and interests. A critical discourse onrttegketisation of HE is
desirable and essential in questioning the intimg&ture and purposes of
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education, however juxtaposing the arguments irosgipn to marketization

against the realities of some its outcomes asraatliseems tinged with a
degree of irony. For example, the dismantling dfseh, so prevalent in HE,

especially prior to 1992 (Woodrow, 1998), is suralyuniversal aim for

higher education. According to staunch opponentafketisation, Lynch

(2006 pp. 12) ‘As Europe has become increasinglyeddent on higher
education to drive the social, political, cultueald economic infrastructure
of society, access to higher education is incregginecoming a prerequisite
for survival. We need to challenge the neo-libergénda in education, not
least because higher education is increasinglycass#ty for the majority

rather than a privilege for the few’.

Marketing in HE is still a relatively underdevetmp concept. Its
strategic importance within HE has been widely agkedged by Vice
Chancellors and senior personnel but not matchedcbypying a place at
the strategic table within most institutions or d&ing fully embedded
within their strategic vision and operations. Thatgmtial contribution of
marketing to the strategic agenda in HE is sigaiffi¢cit is about extending
and defining choice, more accurately meeting thedsef stakeholders and
enhancing quality in provision. From this perspestimarketing can be seen
as expansive, innovative and responsive, not rewust or intransigent.
However, the prevailing view of marketing is narrawd dominated by a
belief that it is based on imported ideas from llasiness world and whose
fundamental purposes are to increase demand, beatampetition and
achieve economic goals. Moreover, an emphasis @amgtion and external
relations activities remains dominant at key leved university
administration. Set against this background, margethas become
inextricably entangled within the marketisation cdigrse, encountering
internal resistance and negative responses towlaedsoncept of marketing.

Recapturing the relevance of marketing from theketssation in HE
discourse will largely depend on two key foundasioreconceptualising the
marketing philosophy; and domesticating the conadpmarketing at an
institutional level. If marketing can drive the fihgtions’ agenda to build a
learning community based on long-term relationshggpen communication,
and the co-creation of mutual value, it can justsume its place at the
strategic table.
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Abstract

This paper explores educational aspects of tegchtatistics to
auditors and controllers. It specifically focusea employing certain
methods of statistical inference in auditing, pradantly from the
viewpoint of illuminating the relevant fields of asistics to university
students of auditing. Key sections of this paped #eth teaching confidence
intervals and Benford's Law to auditors.

Keywords: Sampling methods in auditing, education aspectstatistical
inference, confidence intervals, Benford's Law

Introduction

Links between statistics and other sciences haea kb frequent topic
of research, discussions and practical applicatidnsother words, it is an
interdisciplinary area. Combinations of differemgalplines must, of course,
be reflected in teaching statistics within diffaréelds of study. The authors
of this paper have extensive experience with tegchtatistics in a number
of economic universities. That is why they woulkelito point out in this
paper the interdisciplinary combination of statistand auditing, that is, one
specific area of teaching statistics to non-siat#sts.

The key aspect of teaching statistics to stud@mntaon-statistical
fields of study at universities focused on econanill over the world,
endeavours to show when and how statistical praesdare used in the area
of economics in a realistic and plausible way. Hesve what we can in
reality often see demonstrated to students is gera artificial pseudo-
applications, which usually have very little in comn with the economic
practice. Such pseudo-applications, logically,ea@midents’ doubts and stand
in the way of popularising statistics to the gehguablic. Hence all
educators of statistics at universities must beg wareful in choosing their

1 Cf., e.g., Gattuso (2011), Hernandez (2006), aindlls, Hronova (2015)
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examples. They have to be consistent in seekingad interdisciplinary
intersection between statistics and practical ecoonareas.

Several reasons can be identified that lead toatieve-mentioned

application problems in teaching statistics to shid in non-statistical
economic field%
. In teaching, technical aspects of statistical teqes are preferred to
examples of their real applications; the teachestmaof course, explain the
methodological substance of the statistical proesjubut a reasonable
proportion of theory with respect to real examp¢ealso very important;

. In many instances, teachers themselves are not thate their
examples are realistic even though they present teesuch to students;
. Sometimes teachers may not have enough experietite the

application they teach, unless they have hands-actipal knowledge based
on work in corporate or state-administration areas;

. The educational environment excessively emphasizie
computational aspects of the statistical procedunegjuestion (usually
comfortably solved with the aid of statistical sedre packages);

. Teachers insufficiently point out the pitfalls hedin the contents
and interpretation of economic indices, or belittiethodological problems
related to the occurrence of economic indices impa@tions, state
administration, etc.;

. Possibilities implied by statistical conclusions fdecision-making
processes by managements are overestimated (istatiees not control the
world, it only shows how it is controlled"” — KarkBrsof).

However, the real world provides us with a numdbiereal areas in
which statistics is necessary. There are even ameakich statistics cannot
be replaced with anything else. Such areas, amthegs) include auditing or
statistical quality control. In particular, we haire mind here sampling in
audits, or Benford's Law. A combination of statistiand auditing is
convincing proof of mutual interdisciplinary linksetween two different
areas. This combination can and must also be shoteaching. The authors
of this text have long years of experience wittcheag statistics to auditors
and controllers not only in the Czech Republicdlab abroad.

Interval estimates and auditors’ requirements

Statistical tools and methods used in auditing @ntrolling are not
complicated and are included in the primary toolloistained in the basic
courses of statistics at economic faculties. Howeggors encountered in

2 ike other professionals, teachers need to kntatissical content, but they also need to
know pedagogical strategies for helping otherslegatistics." Groth (2013).

® A more detailed treatment of this kind of issuas be found in Hindls, Hronova (2015).

* Cf. Hebak, Hindls (1990)
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the teaching of those basic coursase reflected in the level of students'
(lack of) preparedness to cope with statistical liapfions in auditing.
Namely, we have in mind utilisation of statistigalerence and probability
calculus in the sampling methods within auditing aontrolling.

Auditing and controlling cannot make do withoutclsusampling
methods. However, in teaching auditors, the lackrafwledge that should
have been obtained in the basic courses of ststistomes to light.
Experience shows that a few simple principles muoest applied when
teaching auditors:

. Consistently — from the very beginning — explaie thtal character
of such statistical procedures in that part of audiwhich sampling takes
place. In particular for large sets of accountitgmis and in situations in
which internal checks and reliability tests (such & software) in the
accounting systems are insufficient;

. Carefully — while briefly and only from the pradicviewpoint —
recall binomial (or Bernoulli), Poisson and normébauss-Laplace)
probability distributions;

. Treat responsibly explanations of confidence iy A
simplification based on a sufficiently large simeof the sample is fully
sufficient here (numbers of items in the accountiprds ensure fulfilment
of this assumption as a matter of course). Estisnaité merely two
parameters may be focused on in teaching, namely:

o The ratio [1 of items with a given property within the wholen (i
auditing, e.g., the proportion of defective items of all may be considered,
etc.);

o The mean value] of normal distribution (in a sampling audit it
represents an estimate of the limit for the totedreof the account balance,
etc., for which it is necessary to estimate theraye error per document)
while the variance is unknown (the latter may btedmined as a sampling
characteristic from the sample of the accountinges to be checked, such as
documents);

. In conclusions of the teaching, a brief overviewtedting statistical
hypotheses should be recalled as it will be neadeskplaining Benford's
Law;

. In education environments, as far as practicalsoitware support
should be utilised, even though the contemporappaating and auditing
software (such as IDEA, DATEV, etc.) of course pdevus with an option
to use it. On the one hand, there is not enougk tomuse software when
teaching the basic principles of sampling methadst on the other hand it is
premature and even superfluous from the educatmoiat of view. Students

> More detailed information about this problem carfdund in Ziliak, McCloskey (2009).
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will certainly find their own ways to use the so#ée in the future, in their
own work.

The key statistical tool for sampling methods indiéing is
represented by interval estimates. The course ddit@s is not a direct
continuation of the basic (general) course of sia8 of students at
economic faculties (the time separating them mayséeeral semesters,
depending on the accounting and auditing curricjuhe methodology of
confidence intervals has to be briefly reinforc&tis must include directly
linking these concepts with auditing and contrgliaspects from the very
beginning of the course for auditors. An ideal bechere is based on risk
matrices in auditing (there are two such matriced we describe them
below).

From there a natural step-by-step way leads tdidmmce intervals.
In particular, the width of a confidence intervalworth explaining, as well
as its relationship to the sampling size and thectsd level of confidence
(which may be rather low in auditing, say, even l&gnahan 80% to 90%,
see the explanations below).

All of the things mentioned above must necessdr@yaccompanied
by realistic examples from the auditing and cofitigl practice in
corporations with actual data from corporate actiogn(or data from
technical inspections in manufacturing companies).e

When the notion of risk in statistical inference.( risk control area)
is explained, certain problems arise. Naturallwgt thotion is necessary for
constructing the above-mentioned confidence interi@a the parameter
of the binomial (Bernoulli) distribution, or for ¢hparameter! of the normal
distribution.

The problems can be successfully overcome withatheof the risk
matrices. The teacher should adequately focus oh matrices. There are
two such matrices: the matrix of confidence testsd that of factual
correctness. On those matrices we can show not &mdy general
phenomenon of risks in auditing and controllingt &lso the relationships of
those matrices to estimating parameterqrelated to the confidence test
matrix, in which the risk of the error of the firkind represents the risk of
apparently low confidence of the accounting systemn) | (related to the
matrix of factual correctness based on the estngatieviations of the
account balance).

However, the teaching should also point out anmaspecific feature
of the use of statistical estimates in auditing aodtrolling. As a matter of
fact, auditing methodology allows for choosing lovievels of confidence
000 (in other words, a higher value of risk in constructing the
confidence intervals). It must be explained to shid very carefully why
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this is possible. Reasdhfor choosing lower confidence levels in auditing
are purely practical and therefore easy to graspticdents of auditing and
controlling, who already have sufficient knowledgé those subjects.
Practice in auditing and consulting companies mggeshows that the sizes
of samples, say, accounting documents, are usqgaitg small. Typically
there are tens (not hundreds) of documents. Thils@srelated to the price of
the audit and the deadlines within which the clgsiimancial statements
must be audited in corporations. At that stagehefrtcurriculum, students
are very well aware of such circumstances becdwse dre knowledgeable
in general aspects of accounting and auditing. &fbes there is no need to
waste time on extensively explaining those aspects.

From there the way to explaining admissible efrois more or less
direct in the process of educating. For the purpadauditing, however, it is
necessary to consistently and carefully distinguistween both- and one-
sided confidence intervals (the one-sided may Hehsnd- or right-hand-
sided, depending on the factual substance of #geotive problem). All of
the above must be thoroughly illustrated on raaliggxamples from
accounting, auditing and controlling practice.

At this point we can finally come to the deterntioa of the
necessary (required minimum) sampling sizeBoth students and run-of-
the-mill practitioners are enormously interested tims value. But its
explanation in the education process should neeemiade too hastily.
Experience shows that this information should dmyrevealed to students
when they have acquired the knack of the confidentervals and risk
treatment (with the aid of the risk matrices).

So, how many, say, accounting items (documents) tabe chosen?
Here we again must be consistent in distinguishietgveen both- and one-
sided (left-hand- or right-hand-sided) confidennteiivals. Demonstrations
of procedures employed in large audits are suitabtlis stage of teaching.
They will enhance the importance of similar consatiens in students'
heads.

In the conclusion of the course, sufficient tinfeowd be given to
examples from the auditors' practice. Systematerase (of case studies
with accounting data) will not only create goodlskbut also consolidate the

® There are three such reasons from the viewpoinrattice, and they are specific for
auditing: 1) sampling methods may be considerednaptementary tool in auditing; 2) the
audit of a company is usually carried out by thensaaccounting firm for several
consecutive years, and the risk is thus reduceth@asis of the auditors' experience with
and knowledge of the company to be audited; 3)rewariability in accounting and
information systems tends to be small to very snthlls reducing the risk of an erroneous
conclusion by the auditor.
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acquired knowledge. Let us once again emphasizeathexamples must be
realistic’!

One more point is important and should be openlyraunicated to
students: the sampling method is just a complemgmt&thod for auditors.
In other words, the teacher must repeatedly emphdisat the importance of
sampling methods must not be overestimated! Auslisach has pre-set
accounting and controlling procedures that are ghwts on which the
auditor's statement is based, while sampling methade complementary or
even indicative significance.

Benford's Law

Benford's Law (sometimes also called Benford'st)Tes a well-
known mathematical law (alternatively tlk@rst-Digit Law, FD, of which
there are nine, oFirst-Two-Digit Law FTD, of which there are ten). It
claims that in certain collections of naturallysamg data the first digits are
one, two, etc., more often than seven, eight oe.nin other words, the
higher the first digit, the less frequently it ocguThe first digits do not
occur with relative frequencies of 1:9 = 11.11%jckhwould correspond to
the uniform distribution, but are governed by Bedf® Law. See Kossovsky
(2015) or Mullerova, Kratiek (2014) for more detalils.

Benford's Law is said to often hold for data ir threa of natural
sciences, but it is also claimed to hold for dabaning from economics.
Collections of numbers obeying Benford's Law may foe example, river
lengths, but also amounts written on receipts, eshprices at stock
exchanges, data on national accounts, etc.

Using in audits sampling methods for accountingutieents and
subsequently confidence intervals may, to a cedatant, play an indicative
role. So may Benford's Law, which has been beconmmge and more
popular recently. Here we want to pause brieflyt 8lm much regarding the
implementation of the Law (there is enough spditeature to this end), but
rather concerning evaluation and interpretation.

First of all, one comment should be made. Whiteimber of authors
take Benford's Law with reservations, many othess tlne Law or, at least,
believe in its usefulness. Positions of both groshusuld be openly disclosed
to students, using realistic examples from econoaneas (we should be
ready and have such examples at our disposal). &uanples need not be
coming from corporate accounting but, say, fromiomal accounts and
macroeconomic aggregates, as seen in some EU memingries in recent
years.

"The necessity to use realistic examples in teacsiatistics to non-statisticians is pointed
out, among other places, in Hernandez (2006) odislirHronova (2015).
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Having taught Benford's Law to our students andlwated the
obtained results (students quickly cope with thehmécal aspects of
Benford's Law and are often intrigued), there i® anore educational
challenge: how to test and illuminate the meanihtipe calculated statistics.
Two options — both explained below — are availablais. They are both
correct from the viewpoint of statistics, but theyay differ in their
interpretations by auditors. The main core lieghmtesting procedure.

Whichever option we prefer, it is useful to fidstiefly recall to
students the methodology of testing statisticaldtlypses. We can assume
that the "initial" knowledge our students have dbmsting hypotheses is
about the same as the above-mentioned "initial'wkedge about interval
estimates.

Then we can explain the principles (and the hystaihich is of an
independent interest) of Benford's L%wt is quite useful to let students
countfirst digits FD orfirst two digitsFTD in a small example and complete
the test only afterwards. Here it is very educaloi forego the aid of
software and try to work in the "pen-and-paper'tays

As soon as students cope with the technicalitteBemford’'s Law
and learn how to run calculations and tests, bgttions for evaluation
should be demonstrated to them. Here they are:

1. 12 — goodness-of-fit test based on the statistic:
9 2
_ Pa —74) _
=Ny Po) o g
d=1 d
2. Z-test, based on the statistic:
1
IN (\ P~ 71| —J
_ 2N
Z,=

Jmi-m)
where

pg are relative frequencies of occurrence for fire digit FD or the
first two digitsFTD, wherell4 are probabilities of occurrence for FD or FTD
according to Benford's Lawy is the number of sums in question (e.g., times
written on accounting documents), arxj_a[B] is the relevant (11 [1)%

quantile of the 12 distribution.

Even though both tests intuitively lead to simdanclusions, there is
a difference between them regarding the auditorattigal needs. This
difference should be explained to the studentshtuld be left to their

8 Cf., e.g., Benford (1938), and Kossovsky (2015).
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decision which option they will take (unless rejegtBenford's Law as a
whole — some auditors take that stand).

The said difference is based on the fact thatfitise approach G-
statistic) is a comprehensive assessment of Beafdraw validity for a
given set ofFirst Digits or First Two Digits taken from accounting
documents. The particular digit for which the déwia from Benford's Law

is the highest must be looked up among values
2

(=) 415 9 od=0.1,..09
71y

Moreover, it is not a test of a statistical hypstis "in the strict
sense". In the auditors' practice the set in golestiill not, as a rule, be a
sample fromFirst Digits but rather the set of aHirst Digits, that is, first
digits extracted from all accounting documents. &ally, it is no problem
for the auditor to have the software extracffiadit digits of amounts written
on documents. No sampling therefore takes place, alindocuments are
processed (hence we use synmildoh teaching, denoting the number of units
of the whole population, not symbno] traditionally used for the size of the
sample).

The second approacBEgfstatistic) evaluates the deviation for each
individual First Digit independently, and it is immediately obvious which
first digits do or do not comply with Benford's Lawhe same principles
apply if the entire procedure is utilised for chiegkthe compliance of real
accounting data with Benford's Law for tlést Two Digits FTD. This
approach should be introduced to the students esntire suitable option
that leads more quickly to the objective, i.e.fitggaccording to Benford's
Law.

Conclusion

Teaching statistical methods for auditing medtvaurable response
from students. More favourable than that we encamuim basic courses of
statistics at economic universities. This outcomgiven by students' seeing
specific utilisation of statistical techniques, lalgo by their realisation that
they cannot avoid such techniques in auditing pracair replace them with
anything else. Examples taken from auditors' praassure students that the
techniques are not artificial and can help themel life situations. They
perceive this approach as an interdisciplinary dre@mveen statistics and
auditing. Another recommended element is invitimgauditor as a guest
teacher. They can provide another assurance toht datistical techniques
are really used and that students do not learn thesin.
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A THREE STEP B2B SALES MODEL BASED ON
SATISFACTION JUDGMENTS

Dr. Niels Nolsge Grinbaum
Roskilde University, Denmark

Abstract

This paper aims to provide a coherent, detailed Bmegrative
understanding of the mental processes (i.e. dimmeskthat industrial buyers
apply when forming satisfaction judgments in adjde new task buying
situations. A qualitative inductive research siggtes utilized in this study.
The insights produces can be applied for sellingpmanies to craft close
collaborative customer relationships in a systetnatid efficient way. The
process of building customer relationships will dgided through actions
that yields higher satisfaction judgments leadingldyal customers and
finally to increase in sales and profitability. Tispecific nature of the
developed insight will further make it difficult focompetitors’ to copy.
Thus, processing the guidelines offered by the gseg typology in a
successful manner will have the potential to creatgque competitive
advantages form the selling companies’ perspectivee buying center
members applied satisfaction dimension when formisgtisfaction
judgments. Moreover, the focus and importance efidientified satisfaction
dimensions fluctuated pending on the phase of tlyen process. Based on
the findings a three step sales model is proposeaipasing of 1.
Identification of the satisfaction dimensions theying center members
apply in the buying process. 2. Identification le¢ fluctuation in importance
of the satisfaction dimensions and finally 3. Idicdtion of the degree of
expectations’ adjacent to the identified satistattlimensions.

Keywords: Customer satisfaction, loyalty, profitability, ying center, B2B
marketing, case study

Introduction

Satisfaction is important for marketers becauses iassumed that
satisfied customers lead to, rebuy and loyaltys Ithus widely accepted in
the body of research that satisfaction is an adtadefor competitive
advantage, growth in sales, increase in customgltio and stable and
lasting profitability. These positive consequenaals satisfaction have
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empirical support in several studies, for examplederson, 1994; Ralston,
1996; Zeithalm et al., 1996) established that fati®n leads to increased
buying intentions. Bolton (1998) demonstrated timateased satisfaction,
further, leads to actual rebuy. Furthermore, Asder et al., (1994)
demonstrated, on a firm analytical level, a positielationship between an
increase in satisfaction and profitability. Keigiam et al. (2005)
demonstrated that satisfaction and profitabilityevénpositively mediated by
share-of-wallet and revenue in some situationsenBtough there has been
a long and intense interest for the satisfactioenpmenon most of the
research has departed from a positivistic posseioted by Layder (1993),
this paradigmatic posture relies on quantitativd arperimental techniques
to deductively test hypotheses that depart fronorgheAlbeit, exceptions
exists, for example Fournier and Mick (1999), ussdqualitative research
design to study satisfaction in a business to aoesicontext yielding more
thick, context dependent and holistic findings. Blospecifically, they
suggested and sustained the claim, that the domswtisfaction model,
namely the historically dominant comparison staddggparadigm (CS) is
insufficient or even irrelevant in some consumegesa(Fournier and Mick,
1999). Furthermore, the development of the CSdigina departs from a
business to consumer (B2C) context, as opposedbgsimess to business
(B2B) context. The latter context surrounded byheatdifferent premises
and a conceptual atmosphere that could open uptfar methodological
approaches and to some extent paradigmatic postéyaglying the generic
classification scheme proposed by Grinbaum and g8terf2013) to
dissected the body of literature in a given fietdcan be realized that the
dominant tendency in satisfaction research is tipathe same paradigmatic
posture (i.e. a positivistic), the same satisfactiormation model (i.e. the
disconfirmation of expectations), and often a haggree of similarity in
generic research topics). Table 1 below illuminaiesclassification schema

proposed by Griinbaum and Stenger (2013: 71).
Table 1 — Paradigmatic Classification Schema

Paradigm (basic believe system)

Ontology: The nature of reality, i.e. what is reality?

(&) Axioms, (constructivism versus realism)

(b) Focus of research (qualitative versus quantitative)

(c) Quality standards (subjectivity versus objectivity)

Epistemology: How do researchers (i.e. particular group) comprettereality?

(d) Research design (Evolving emergent versus structuiig

(e) Goal of investigation (understanding versus predidtn)

Methodology: How do we retrieve knowledge?

(f) Data (word, pictures, movies versus numbers)

(g) Data collecting (interview, observation, documentsersus experiment, surveys)
(h) Analysis (inductive, expand or construct theory vesus deductive, test of theory)
(i) Findings (holistic, thick versus precise narrow)
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Symbols used to classify literature:

B Adjacent to a constructivist posture
O Adjacent to a positivist posture

@ Adjacent to a neo positivist posture
¢ Not addressed in study / paper

Up till now the processes of forming satisfactiona B2B context
seen from a holistic perspective where the sot¢rabaphere is perceived to
play an imperative role, is under-researched. pher aims to fill this gap.
Thus, the aim is to create a coherent holistic tstdeding of B2B
satisfaction formation based on a multi case staghyproach. More
specifically, how do buying members evaluated theigree of satisfaction?
How can the formation process of satisfaction béeustood? The claims in
this introducing section are vindicated in the rhtere section below.
Hereafter follows an elaboration of the paradigmatosture and
methodology (i.e. data collection and analysis} thaapplied in the study.
Subsequently, findings is presented and discusBethlly, conclusions,
managerial and theoretical implications and suggestfor further research
are outlined.

Literature review

There has been a constant and intense focus aesvaspects of
satisfaction during the last some 40 years (seefample, Cardozo, 1965;
Howard & Sheth, 1969; Locke, 1969; Smith el al.69P Thus a steady
stream of research has been published in this Arlrature review reveals
the following tendencies. First, a mainly positilds paradigmatic
perspective has dominated the satisfaction resed@iuh is illustrated by a
meta-analysis by Szymansi and Henard (2001) basedtha last
approximately last 30 years’ of satisfaction reskailhey were focusing on
517 correlation coefficients from 50 satisfactiondses. The study illustrated
that the main part of research was concentratedaotecedents for
satisfaction; only 5% focused on consequences téfaetion (se e.g.
Bearden and Teel, 1983; Oliver and swan, 1989;deauand Birk, 2007;
Homburg et al., 2003). More interesting, the maart pf the 5% research on
consequences was on an industrial context (seérdgrson and Sullivan,
1993; Anderson et al.,, 1994; Paulsen and Birk, 2087udies related to
satisfaction undertaken after 2001 still demonstrdte same tendency
toward departing from a positivistic paradigmatasfure. Eggert and Ulaga
(2002:11), for example, applied a survey methodh wirandomized sample
of 960 purchasing managers. Muhmin, (2000: 642j)nmlar vein, applied a
survey method, 450 questionnaires were distribuésdlting in a response
rate of 27 percent. Keining et al., (2005: 175) legobdata generated via
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telephone interviewing to test several regressiodets. Hung & Lin, (2013)
and Austen et al., (2012) also used a survey method

Second, focus has mostly been on antecedentstisfasdon and
only to a limited extent consequence of satisfactla addition, antecedent
orientated research mainly with point of depariara consumer context has
dominated the satisfaction research (Muhmin, 20®&an and Trawick,
1993).

Third, focus has mostly been dominated by theadianation of
expectations paradigm and also found support inemaus studies (oliver,
1980: 461; Churchill and Surprenant, 1982: 491; ¥990; Singh and
Widing, 1991: 31; Spreng et al., 1996:15; Pattersbal., 1997:5; Fournier
and Mick, 1990:5; Eggert and Ulaga, 2002: 108). dkding to the
comparison standards (CS) paradigm the formation of
satisfaction/dissatisfaction is a result of a psscehere consumers compare
internal cognitive based standards with actual eieed product
performance. If there is a discrepancy betweenbpse-expectations and
perceived received after-buy performance, the amesucan either be
satisfied or dissatisfied. If no disparity is expaced the consumer will
merely be neutral. Despite the above mentioned eapsupport for the CS
paradigm critiques also exist (lacobucci et al93;9vi, 1990).

Summing up, satisfaction research has primarilyceatrated on a.
the antecedents of satisfaction, b. the extenati$faction, c. determination
of causal relationships in an a priori satisfactommstruction model, and d.
guantitative methodological aspects (i.e. validilgasurement problems).
Thus, the process of forming satisfaction and th@as atmosphere is often
treated as a ‘black box’. The three above mentiateaacteristics, namely,
a. paradigm rigidity (i.e. ontology), b. consumentext and c. domination of
the CS paradigm imply a need for satisfaction ssidfrom other
paradigmatic (i.e. ontology) positions that coulel tmore commensurable
with business to business characteristics.

Despite valuable insights produces by the hisabrigositivistic
dominated perspective, it is for example not appabed a priori to
determine what makes buyers satisfied when applyogglitative
paradigmatic lenses. Furthermore, applying an itidely approach to learn
more about the system that actually make indudttigkrs satisfied has not
yet been pursued in previous studies. In additibere is also a need for a
more thorough understanding of the satisfactiompheenon with point of
departure in a B2B context. The B2B context difffrem a consumer
context (B2C) on a string of important dimensionkere the latter primarily
has served as a pivotal point when creating newvladge about different
aspects of the satisfaction phenomenon. To mentsmme these
dissimilarities, industrial actors have, for exampbther buying motives,
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another buying behavior, possesses other buyingvesotand values.

Moreover, they experience more pressure and impogtan a novel buying

situation and the consequences are vital for bbé Huying center, the
buying organization and for the selling center aswlling organization

(Webster & Wind, 1972; Sheth, 1973; Robinson el H967; Bunn, 1993;

Yang et al., 2011). Based on the literature revigng, paper aims to provide
a coherent, detailed and integrative understandinthe mental processes
(i.e. dimensions) that industrial buyers apply wHermming satisfaction

judgments in adjacent to new task buying situatidrige findings will be

gualitative in nature and constitute a typologyB@B buyers’ individual and

joint mental processes in new task buying situatiohdmitted, a rather
specific demarcation, that is, new task buying doos, albeit, the sales
volume and monetary worth (i.e. airplanes, traisbjps, production

machinery, power plant, wind power, to mentioneans) is huge in a
markets dominated by new task buying situations.

The insights produces in this study, can furtrerapplied for selling
companies to craft close collaborative customeratieiships in a
systematically and efficiently way. The process hfilding customer
relationships will be guided through actions thadlds higher satisfaction
judgments leading to loyal customers and finallyiriorease in sales and
profitability. The specific nature of the developedight will further make it
difficult for competitors’ to copy. Thus, procesgithe guidelines offered by
the typology in a successful manner will have tbeeptial to create unique

competitive advantages from the selling comparpesspective.
Table 1 below provides an overview of the augmetgadencies above.

Paradigmatic perspective  Study object / context Satisfaction model

» Mainly positivistic » Antecedents o » Disconfirmation of
» Correlation coefficients satisfaction (e.0. expectations

» Questionnaires product variety, website

» Survey studies design, perceivec

» Hypothesis testing quality etc.)

» Consumer context

Paradigmatic posture and methodology (type, collemn and analysis of
data)

Justified in the review of literature in the prdog section an
inductive qualitative research strategy was adoptethis study. More
specifically, a case study was undertaken, desigised summation design
(1) according to Grinbaum (2007). This is a redeatrategy that is
particular suitable to apply when facing a B2B eont(\Wesley et al, 1999;
Halinen & Tornross, 2005). More specifically, thremanufacturing
enterprises operating on the B2B market was pufpbselected which is a
common and acceptable practice when conductionitgina research

50



(Kuzel, 1999). The data of the study constitutethiqmimary data, namely
words, generated through interviews, and partlyoseary data namely
words as well as numbers. More concrete, inteanal external financial
reports, notes about the buying process and restnoresrelevant meeting
related to the buying process.

The qualitative, semi-structured interview and tHeritten
documents” method were used to collect the empidata (Yin. 1994: 78-
80). The duration of data collection spanned apprately 7 months in all
the case companies. In the period organizationahlmees of the buying
center was identified and interview. Thus, a kefprimant approach was
utilities, which is an accepted and commonly usedhnique within
gualitative studies (Campbell, 1955; John and R&@82: 519; 263-264:
Gilchrist and Williams, 1999: 71-79). To enhancebusiness of the
information retrieved from the informants they wendially interviewed
together and later individually in order to evakiahe similarity of the
provided information under the two different sifoas.

Patton’s (1990: 169-183) operates with 16 differesampling
techniques, three of these techniques were usetklypaa. “Theory based”,
b. “Intensity and c. “Stratified purposeful”. Beerl these techniques a
number of selection criteria were applied for ins&“choose the case where
you can learn the most” (Stake, 2000: 446). Tablbelbw provides an
overview of actions taken pertinent to creatingherent research design.

Based on the study purpose point of departure talesn in firms
operation on the business market, that had beaivied in many purchasing
processed with new-task characteristics, therelyring that the buying
member participant posed rich, detailed, speciiid apdate new task buying
experience. Data analysis was based on the pattetching technique
advocated by Yin 1994: 106-108; Patton, 1990: 38b-3The truth value
was enhanced by applying four techniques namely, a.
objectivity/conformability (i.e. tape recording ofinterview, literal
transcription, explicitly demonstrating the badisnberpretations, case report
was submitted to member check). b. reliability/estescy, (i.e case study
protocol), c. Internal validity/authenticity, (i.gpattern matching, rival
propositions, triangulation (data, researcher, y)edrying to create a close
relationship between theory, unit of analysis addntified patterns), d.
external validity/transferability, (i.e. holisticnd deep descriptions was
produced, multi-case design, separate cross-cadgse).
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Table 2 Methodological choices

Paradigmatic Case selection criteria Data analysis Validity andeliability
posture

> Qualitative  » Most learning » Pattern » Objectivity/conforma-
» Inductive » Sufficient and specific matching bility
» Emergent new-task buying technique > Reliability/consistency
» Case study experience » Internal

» A certain size of firm Validity/authenticity

B2B firms > External
» Resemblances/differ-ence validity/transferability

» Accessibility to the field

Findings

In this section the results will be compared agrthge three cases.
Similarities and differences will be explained, amdplications will be
drawn from the results. Probing of buying experesnevas based on the
actual purchase of a laser cutting machine, a Clg€rated production
machine and finally, a powder lacquering machinethe three case
companies. The purchase price for the three maghias in the price range
€530,000 - €650,000 and the operational lifetimetia range of ten to
fifteen years. The buying process typically lastggbroximately 14 month
from recognition of need/screening of the markedabvery of the machine.
Buying center members all perceived a high risghhlgomplexity and high
strategic importance in connection with the examiperchases. Several
satisfaction dimensions were identified in the ¢hmase companies. They
were generated based on interpretations of the glt@rated during the
interviews. A satisfaction dimension thus comprieemogeneous issues of
high perceived importance to the informants. THermants had different
degree of expectations related to the identifigdfsation dimensions. Thus,
some satisfaction dimensions are more expectee tiulblled than others.
For example, it is for all the case companies irtgrdrthat the information
provides by the potential supplier is of high quaknd that the prospect
supplier demonstrates a high willingness to shélreelevant information
and the degree of trust is high. This leads tatiafaation dimension marked
“trustworthiness”. A satisfaction dimension thatusry important to the
members of the buying center because of the ndwbiagng situation they
are facing. Therefore, a lower than expected perdmice on this satisfaction
dimension may with high probability lead to a réj@c of the supplier in the
early phase of the buying process. Put differergtlyailure to meet such a
satisfaction dimension will go beyond the spanobérance of the buyer and
further lead to a serious consideration about @clilne potential supplier
from the buying process. In like manner, a sattgfacdimension that is
connected with a low degree of expectation behdédgures that can
transform a prospect supplier to the chosen suppke satisfaction
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dimension with low expectation is more unconscionsnature and is
perceived in a more abstract way by the buyer. Breyare, and because of
the unconscious nature the potential suppliers rbestlose to the buying
center, and be able to identify and understanahéwsels of the buying center
members better than the members themselves do. &aapplier skill will
create real value to the buying organization antaeoe the probability of
winning the sales. Table 3 below depicts the idieatisatisfaction, what
they constitute, and the degree of expectatioh@tatisfaction dimension in

the three case companies.
Table 3, Satisfaction dimensions and degree ofa&fien from buyers’ perspective

Case company 1 (CC1) Case company 2 (CC2) Caseargn3(CC3)

Technical (generic), the Technical (generic) Technical (generic)
quality of the purchasel

machine, and output &

quality of the parts produce

by the machine, the

performance etc. This is

basic satisfaction dimensiot

This is key and thus a ver

expected dimension.

Service (generic)refers to Service (generic) Service (generic)
suppliers’ service

organization, performance,

quality etc. A very expected

dimension=

Trustworthiness (generic), Trustworthiness (generic)  Trustworthiness (generic)
quality of information,

willingness to share

information, lever of trusi

etc. A very expectec

dimension. =

Financial (generic), refers Financial (generic) Financial (generic)
to purchase price, operation

cost etc=

Distance (one-off) Flexibility (one-off), future-
geographic & organizatior orientateds
culture and values
Empathy (one-off), Accuracy (one-off) all must
understanding of CC2be as agreed, no deviation is
situation and problems thataccepted
arises, willingness to help
Image (one-off)
environmentally correct,
green aspects eto.

= High degree of expectation o Low degree of expectation

Besides identification and elaborations of theureatof satisfaction
dimension two general traits ascended form theyarsabf data. Namely,
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degree of homogeneity of satisfaction dimensionsl #octuations of
important of satisfaction dimensions pending onldiging process phase.

Trait 1Degree  of  homogeneity of  satisfaction  dimesions

Regarding identical satisfaction dimensions tHeWang satisfaction
dimensions was identified: a. the technical dimemsib. the service
dimension, c. the trustworthiness dimension anthel.financial dimension
(price, operating costs etc.). The technical dinmmgonsisted of factors
such as the quality of the purchased machinerygtradity of the molded
output, efficiency and performance of the machinetg. The service
dimension consisted of aspects that were relatedsujgpliers’ service
provider organization, for instance the actual servievel and service
guality. The trustworthiness dimension consistedlose observation of the
suppliers’ ability to fulfill promises, to providaccurate and sufficient
information and to meet deadlines. Finally, theafiaial evaluation
dimension consisted of the initial cost, the operatcost, scrap value,
lifetime estimates etc. of the machines. These Bairsfaction evaluation
dimensions were disclosed in all case companiessemuently they can be
expected to be present in similar companies,they, are of a generic nature.

Table 3 moreover, illustrates that a number ofguei satisfaction
dimensions where identified, namely the empathydisthnce dimension in
case company CC2 and the flexibility, accuracy iamae dimension in case
company CC3. In the case of CC2, the explanatidiousad in the special
strategy this company has developed, where thewsfoan profitable
fulfilling of customized needs of the buyer. Forstkompany, the extreme
degree of customization has in fact been a keyessctactor to survive in a
highly competitive and turbulent marketplace. Ire tkame vein, the
satisfaction dimension in CC3 originates from thenarkable growth rates
the company has realized since the president ccgttea simple but
vigorous idea. That is, a component part innovatdmnch is now widely
applied throughout the companies’ product progreinhigh novelty buying
situation we can expect to find one-off satisfatttdmension partly due to
the qualitative inductive approach applied to di®ransights and partly due
to the unique context that a given case compamynisedded in. This is in
principle a transferable realization with the ingplion that there is a
window of opportunity to craft a successful colledtore buyer-seller
relationship.

Trait 2, Fluctuations of important of satisfaction dimensions
The important of the satisfaction dimensions flatéd pending on

the buying process phase. The service satisfaclimensions were very

important in all case companies. In the CC2 it wasn perceived as the
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most important satisfaction dimensions. Furthermtire service satisfaction
dimension revealed a satisfaction paradox in C€2vds a satisfaction
paradox that implied the importance of the timenspa a high novelty

buying situation. Contrary to former researchemdihgs (Cardozo, 1965;
Oliver, 1980; Anderson et al., 1994), that unexpectegative variations in
suppliers performance would lead to dissatisfactibis was not the case in
CC2. Because the buying members firmly believed tiha@ supplier would

take any necessary corrective action to solve trexpected problems, they
postponed their evaluation judgment. Prior posiiivieraction experience
with the supplier was the main reason for this mlembstponement process.

In other words it is crucial to try to understatite sources of
unsatisfactory episodes and furthermore to sohe globlems fast and
effectively. A supplier should thus strive to begctive in the dialogue with
the buyer about incipient dissatisfaction. More cdpeally, this can be
achieved performing rigorous after-sales-servicedigplay of the above
mentioned supplier behavior would increase the gidity of a high total
perceived buyer satisfaction retention rebuy anglty. This is especially
imperative because buyers of production equipméen@lan to invest in
more of the similar or almost similar productiorugmment in an effort to
reduce the transaction costs which can be quitenekte. It appears that
there exists some kind of “lots” mentality in thtedied case companies that
amplifies the consequences of the final satisfacjicdgment, both in a
negative and in a positive direction. The first ghase of production
equipment, or probably of any high novelty busin@sbusiness purchases,
can be labelled as a test buy, with a very highbglodity of some direct
measureable positive consequences, if the buyrpgatations are fulfilled.
In all the case companies, the technical satisfactimension was perceived
as very important. Nonetheless, the analysis ofddwa indicated that the
evaluation process where based on quite otherfaatm dimensions than
the technical. How is this then possible? This lsarunderstood by dividing
the buying process in phases.

The buying members divided the buying processhiee mental
phases. Namely, a. the ex-ante buy phase, b. theddecision phase and c.
the post-buy phase. The first mentioned phase deetpactivities such as
need recognition, preliminary composing of a buytegter, specification of
need, drawing up election criteria, supplier scagnand screening. A
considerable effort is put in this phase which thasations of 6-9 months. In
the buying decision phase, the supplier was finafig irreversible selected.
Besides this the phase comprised, delivery andllasbn of the purchased
equipment. Moreover, the staff of the buying orgation was trained by
employees from the supplier organization. The domatof the buying
decision phase lasted typically from 2-4 weeks.sThiso means that
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switching cost increased considerably in this pha&dditionally, the
members of the buying center tended to be mordipelsi biased in their
future satisfaction judgment of the selected s@ppli.e., because they
unconsciously tried to support the crucial and lgosupplier election
decision. In the post-buy phase the evaluationvities are gradually
reduced unless unexpected episodes appear. Afiericad of approximately
6 moths the constant evaluation activities perfarg the buying members
are completely dormant. If, however, something eeted important
happens the evaluation activity will be reactivated

Focus in buying Process phases

In the ex-ante purchase phase focus was on trusiwess
(accuracy, observance of deadline etc.), as thenbuwenter members did
not want to go on with untrustworthy suppliers. ytsémply believed that
initial failures would continue, for instance adethan promised quality of
the purchase machinery or that the service levef service quality would
be lower than agreed etc. In the ex-ante purchiagsep they also focused on
the level of congruency between the purchase paicd the budgeted
purchase price (e.g. the financial dimension).

In the buying decision phase, there was an incipieous on the
service dimension. Thus, we have a situation wtterdechnical satisfaction
dimension is of high importance to the buying mermpbowever, they do
not focus on this satisfaction dimension in thetftivo phases of the buying
process but first in the third and last phase,pib&t-buy phase. This means
that a prospect supplier that has primarily focuswd the technical
satisfaction dimension and paid little attentionthe trustworthiness and
financial satisfaction dimension never reachesh® final phase of the
buying process. How can this be explained whentébbnical dimension
was perceived as the most important satisfactiomedsion in two of the
case companies? Simply because it was not posslassess the
performance of the machinery (i.e. the technicdisttion dimension)
before it had been delivered and installed etdthtnsame vein, operational
cost could also first be evaluated in the post-plogse. Thus, aspects of the
financial satisfaction dimension were important both the ex-ante buy
phase and in the post-buy phase, albeit, becausifferient aspects. Table 4
below illustrates a systematic relationship betwetlhe satisfaction
dimensions and thus the asymmetrical importancenguhe time span of
the buying process, discussed above.

Table 4, Taxonomy of generic satisfaction dimension
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Buying Phases =====3 Ex-ante buy phase Buying decisionPost-buy phase

phase
Satisfaction dimensions |
Technical o m] .
Service m] . .
Trustworthiness’ . O m]
Financial . m] .

= High degree of focus o Low degree of focus

Based on the idea of satisfaction dimensions witlttuation
importance and focus pending on the phase of andnging process, and
furthermore, the idea about different degree of eeiqtions of the
satisfaction dimensions, it is possible to propaséhree step B2B sales
model. The purpose of the steps is in an efficvesy to enable members of
the selling organization to get a deep understandfrthe mental processes
that are taking place among the buying center mesmbeurthermore, it
represents a logical manual of what to look for #yalis on, when trying to
understand and interpret needs and wants in a askvluying situation.
Additionally, to transform the offering of the sely organization in a unique
way that is hard to copy for competitors and, meeepcreates value to the
buying center.

The knowledge can only be retrieved inductiveld &mough a rather
time consuming process. The process furthermots fmal a high degree of
trust and motivation for closeness between bothgpaatory members of the
buying and the selling organization. Albeit, thetamme of the time
consuming process is satisfied B2B new task buytsa high probability
of displaying repetitive and loyal buying behaviodiis will potentially
lead to higher profitability in the supplier orgaaiions and to a unique value
creation in the buying organization. The three BB sales model is
illustrated in figure 1 below.

Figure 1 A three step B2B sales model based orsfaetion
judgments
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Identify satisfaction

dimensions applied by

the buying center
members

Identify the fluctuation
of importance of the
satisfaction dimensions

Identify the degree of
expectations adjacent to
the identified
satisfaction dimensions

Lastly, a symbiosis of the nature of the satistecctlimensions, their
interplay and important elements from the perspeadf the buying center,
is offered in form of an integrative framework. Mower, managerial
guidelines are presented as a consequence of sights created in this
study. Table 5 below depicts this integrative framek of the results and the
managerial implications. On the vertical axis d$atBon dimensions are
displayed. On the first top horizontal axis theethrbuying phase are
displayed and on the second top horizontal axis thee managerial
implications displayed. Specifically, the framewonresents specific
guidelines depending on identified satisfaction elsion and buying
process phase. For example, according to the framkeavseller confronted
with a new task buying situation that is in theamte phase of the buying
process should regarding the technical satisfadiorension provide high
quality information about technical and performaraspects. Moreover,
demonstrate quality by visiting customers (hist@ribuyers) and set up
possibility for communication between the prospeayer and the existing
customer. Duration of the new task buying processl activities in the
buying phase is also offered in the framework.
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Table 5 Integrative framework of findings and inspliions

Satisfaction dimensions Ex-ante buy phase Buying isaiec Post-buy phase
phase
Managerial implications

Technical (generic) Provide high quality No particular Create coherence
information about activities= between buyers
technical and expectation about
performance aspects. efficiency and
Demonstrate quality performance of
by visiting customers machinery and actual
(historical buyersp perceived performance

O

Service (generic) Explain service High focus on High focus on fast
quality and securing service actions if
performance. Be quality and on unsatisfactory
specific. Make training buying episodes arises
monetary guarantee i organizations
promises and employees’'o
response time is na
meet o

Trustworthiness High focus on all No particular No particular activities

(generic) aspects activities= .

Financial (generic) High focus on No particular High focus on
securing  congruity activities = securing congruity
between actua between actual
purchase price ani purchase price and
budget pricen budget pricen

One-off satisfaction Search for unique Clarify unique No particular activities

dimensions satisfaction satisfaction because expectations’
dimensions dimensions as theyrelated to one-off

can be the key to win satisfaction
the contract if they are dimensions have been

unexpected encounter at this point
Activities in the three Specification of neec Supplier choice anc Gradual reduction of
buying phases and market screening installation of evaluation activities
production

equipment. Training
of production staff
Duration 6-9 month 2-4 weeks 4-6 month, but can be
activated again if
unexpected  episode
occurs

= High degree of focus o Low degree of focus

Conclusion

An integrative framework was developed in this gragrhich can
help to get a better understanding of some of siyelmlogical processes that
take place in a high novelty business purchaseah&umore, the integrative
framework with the notation of fluctuation in impance when forming
satisfaction judgement during the buying proceskewmat possible to craft
specified marketing strategy actions at a giveretimthe buying process.
Furthermore, a three step sales model was intradud¢amely, (1) Identify
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the satisfaction dimensions the buying center mesnbpply in the buying
process. (2) Identify the fluctuation in importancé the satisfaction
dimensions. (3). ldentify the degree of expectatioadjacent to the
identified satisfaction dimensions.

Managerial Implications

As noted in the discussion about degree of expentatype adjacent
to a satisfaction dimensions because a satisfactiorension with a low
degree of expectation represents a unique opptytémi the supplier to
create a strong preference. This is due to the m®frical relationship
between performance and expectations (e.g. the risarpelement).
The above-mentioned satisfaction paradox illussraa@other interesting
area. In this paradox situation, suppliers’ couldcertain circumstances,
influences the final satisfaction outcome everhd performance had been
significantly lower than expected during the buyimgcess. It is in other
words possibly at the end of a high novelty busresbusiness purchase to
create the crucial feeling of high buyer satistactalbeit that unexpected
negative episodes were a part of the buying pro¢Hss stands in sharp
contrast to a consumer context where satisfactimygments are formed
more quickly and thus are harder to change agawreMpecifically, this
demonstrates that the supplier needs to focus dlodate sufficient
resources to handling complaints and solving p@kentonflicts.

Research implications

We need more longitudinal and process orientatexledge about
the psychological processed that goes on but iddally and among
members of the buying center. This, | believe istacilitated by using a
naturalistic research paradigm. More knowledgeeieded about the “lots”
mentality. Is it true that organization often burysiumbers when facing high
novelty buys? It is possible to imagine a numbereakons that support this
idea. For instance; a. that the buying center tteesitilize the existing
equipment to minimize costs, b. the availability wiore sophisticated
technological solutions will increase as time gbgs c. by waiting the
buying organization knows if the increase in atyidevel is a permanent
trend or merely a temporary tendency, d. tryingntmimize transaction
costs. In like manner, the notation of the mentastponement process
mentioned above requires further elaboration. kastpeculations about
differences in the span of tolerance depending ewell relationship
orientation need more elaboration.
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Abstract

Transfer pricing is one of the characteristics dahefits of a
decentralized company. Business companies usugiljoo decentralization
in order to abandon the principle of centralizednagement, enhance
responsibility of the responsibility centres thatually perform the function
of profit centres, as well as their interest intéeicorporate performance
results. Several transfer pricing methods are dsedi in scientific literature
and applied to practice, such as market-based férapsice, cost-based
transfer price, and negotiated transfer price ndth@®he paper presents the
study that analyses the transfer pricing methatistifies their benefits and
weak aspects, and presents principles to be fotlolye the managers of
responsibility centres and company when choosiegajppropriate transfer
pricing method. During consideration of the mogtrapriate transfer pricing
method, the possibility for division to gain profihd receive compensation
from the central management must be considered.

Keywords: Transfer Price, Decentralization, Cost-based Tmansrice,
Market-based Transfer Price, Negotiated TransfieePr

Introduction

Centralized corporate process management has tlecbeen
characterised by increasing loss in efficiency agndwth in complexity
despite the growing business volumes and need dponel promptly to
changes. Many companies have been opting for dadieation of business
process management and transferring responsitmlgybsidiaries, branches,
or autonomous responsibility centres. In a deckoé business
organization, decision-making authority is not deked to a few top
managers. With an internal responsibility systenplace, responsibility for
different business areas is allocated to differemiployees. In this case,
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decision making is allocated to managers at theet/e level in charge of
the specific area of responsibility.

Transfer pricing is both a requirement and a henef
decentralization. Ever since the year 1957, whethedschleifer (1956) used
the notion of transfer pricing in the researchctetior the first time, global
interest in this methodology for promotion of corgte responsibility,
control, and financial stability has been growirgdajority of business
companies implementing decentralization face theessty of developing a
transfer pricing system to fix the prices on intechate products traded
between the responsibility centres within the comypd ransfer pricing is
feasible within the company that has implemente@ thystem of
responsibility.

Transfer pricing is applicable to transactionshwita company, i.e. is
subject to either no or very little influence byetlexternal competition.
Transfer pricing is an internal proxy for intra-cpamy allocation and use of
resources and profit generation. Nonetheless, feapsicing is not only a
system of efficient internal resource allocationt &lso an auxiliary tool that
helps coordinate actions in the responsibility et With the system of
transfer pricing in place, it is easier for corgermanagement to manage and
measure efficiency and profitability of the respbilgy centres, while the
responsibility centres are encouraged to only ntakedecisions which are
aimed at increasing the corporate profit. Aftemsfar pricing has been
implemented in a company, an internal control syste developed and
applied to all stages of corporate operations:tistarwith consistent
motivation for the middle managers in charge obossibility centres to
make decisions that are beneficial to the compang, ending with proper
and fair assessment of the company’s performance.

Although methods of transfer pricing are oftenlgsed in research
works (Adams and Drtina, 2010; Gavious, 1999; Jorde990; Kanodia,
1979; Turney, 1977), no specific and applicable hoéblogy for
development and application of the transfer pricBygtem satisfying a
number of different corporate aims has been puwdod. Matsu (2013),
Hieman and Reichelstein (2012), Pfeifet al. (2011), Veres (2011),
Schuster and Clarke (2010), Gox (2000; 2010), Dilkold Vaysman (2006),
Antic and Jablanovic (2000), Baldenies$ al. (1999) have described the
methods of transfer pricing, their benefits andaidientages. These research
works suggest that further studies are requireahdyse the rationale behind
the choice of the most appropriate transfer priecmgthod, functions to be
satisfied in formation of the transfer pricing ®mst and performance
assessment of the system. This has implied the foeetbeper analysis and
synthesis of elements of formation of the trangfecing system. The
presented research analyses and summarizes theactehmmtics of
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conventional cost-, market-based, or negotiatetstea pricing methods, and
dedicated suggestions on formation of the corpdratesfer pricing system
to meet the financial and managerial requiremerpat forward.
Theoretical background of the study is comprisédhe study on
previous research works related to the transfeingimethods, analysis of
their benefits and disadvantages, comparison asasdbgical and graphic
summarization, and generation of conclusions amgestions. Theoretical
review of the scientific literature has been perfed under the methods of
analysis, synthesis, and logical comparison. Indectand deductive
approaches have been used to assess the transiieg pnethods and their
applicability. The results are presented undemnbeaographic method.

Transfer pricing within the context of company decatralization

Business companies always operate in a constemilyging business
environment, which means that a company must deoidethe most
appropriate  management system, which is usuallyecbasn either
centralization or decentralization of managemend a@esponsibility for
performance. Decision-making is delegated to topagars at a centralized
company, while lower-tier managers are only in ghasf implementation of
the decisions. The number of decentralized compahas been growing
lately. In a decentralized company, the managersgstem is characterized
by delegation of the decision-making authority aethted responsibility,
implementation and results of the decisions fromttp managers to lower-
tier managers.

Product 1
Decentralized Product 2 ( Centralized
company L company
Product 3

Fig. 1. Production management in a centralizeddmwgntralized company

Decentralization in company simulates market cioé between
responsibility centres that operate autonomoudtigpagh at different levels
of autonomy (Shuster and Clarke, 2010). Decentttim prompts the
company to develop the transfer pricing systemafointermediate product
that is transferred between the responsibility esntvithin the company for
the purpose of maximizing the profit earned by temtres despite the
absence of external competition (Shor and Chen,9;2Ronen and
Mchinney, 1970).
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Sahay (2003), Gox (2000), Turney (1977) have ssiggde that
transfer price is a price applied by responsibittgntres to the provided
services or intermediate products transferred foyma responsibility centre
to another. Application of transfer price is notyorelated to payment for
productive resources within the company (Adams @riocha, 2008; Dopuch
and Drake, 1964), but also encourages the resplitysdentres to achieve
the level of production which provides the maximprofit to the company
(Chitiz and Birman, 2012; Shor and Chen, 2009).oddng to Adams and
Drtina (2008) application of transfer price in arqmany could be referred to
as a mechanism that helps allocate profit betwieemesponsibility centres.

Analysis of the research literature (Chitiz andnfign, 2012; Hieman
and Reichelstein, 2012; Matsu, 2010; Schuster dack€& 2010; Shor and
Chen, 2009 Steven, 2008; Adams and Drtina, 200&fado 1990; Turney,
1977; Abdal-Khalik and Lust, 1974) has allowed diefy the corporate
goals that are sought by transfer pricing. The gyaa¢ as follows: adoption
of the most appropriate economic decisions on tlaanged investment,
production costs and introduction of technologiks:;, resource allocation
between the responsibility centres, assessmeriteaf performance results,
and maximization of income; personnel motivatiorgrpotion of production
of an intermediate product and internal sales; rgenization of the goals of
top management of the company and responsibilitwres. Shilinglaw’s
(1957) approach, considered classical, suggestt peaformance of
responsibility centres should be assessed notlynilge profit generated, but
also by contribution of the centres to implementatof the main corporate
goal (goals). Therefore, implementation of transfaicing leads to
decentralization of the corporate operations bgcaliing them to the profit
(responsibility) centres (Indjejikian and Matejk)12; Shuster and Clarke,
2010; Shor and Chen, 2010; Zhao, 2000; Jordan, ;18R@nagel and
Brinberg, 1989; Kanodia, 1979; Ronen and Machind&y,0; Dopuch and
Drake, 1964). Such decentralization is benefimathte company, as profit
(responsibility) centres are established duringimglementation. Middle
managers in charge of profit centres are respanfiblrevenue, costs, profit,
and are authorized to adopt decisions relateddfit pnaximization. Being in
charge of planning and control of the profit cenperformance, the
managers demonstrate more efficient coordinatioth@fproduction process
and the determining factors. Profit-seeking appnoaocourages middle
managers in charge of responsibility centres foltberlatest information on
market changes, fluctuation of prices on raw makernd products, as well
as information on critical situations on the locahrkets. Finally, profit
centres update top managers on the mentioned iafmmabout the market,
which is also beneficial to the top management.
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Transfer price may also help first-line managesseas performance
of the profit (responsibility) centres, expressedndividual contribution to
the corporate profit, more accurately. Transfecipg system is intended to
encourage middle managers who are in charge obmegplity centres to act
for their own benefit, which, in this case, trams$ainto pursuit of corporate
goals. Such a system, therefore, should be an uspflr the middle
managers in charge of profit (responsibility) cestrto improve their
performance without compromising the autonomy.

Profit (responsibility) centres become less bamafito a company,
where middle managers are only focused on opegtdriheir respective
responsibility centre. In such case, the middle agans do not communicate
with each other, pursue the policies of their reipe centres without any
consideration of other responsibility centre(s)na®al information, and
artificially raise costs and transfer price (Shad a&Chen, 2009; Kanodia,
1979; Ronen and Mchinney, 1970). Such relations teag to failure of
corporate profit maximization efforts, i.e. failuref the main goal of
decentralization, which is achievement of commorpemte goals through
implementation of individual goals of the respoilgipocentres.

Analysis of transfer pricing methods

Transfer price is expression of the value of Htimanpany transaction
between profit (responsibility) centres. Scientifierature review (Hieman
and Reichelstein, 2012; Veres, 2011; Schuster dakeé; 2010; Dikolli and
Vaysman, 2006; Li, 2005; Mackevicius, 2005; Lenlgsend Schiller, 2004;
Antic and Jablanovic, 2000; Baldenius et al. 1988yious, 1999; Sharav,
1974; Shillinglaw, 1957) has provided a variety different method of
transfer price formation. Transfer price may beedasn the market price,
costs incurred by the responsibility centres, ogotiated between the
responsibility centres. As a result, three appreactio transfer price
formation have been distinguished: market-basest;ltased, and negotiated
transfer price methods (Fig. 2.). According to Gagi (1999), a company
may incur loss where an inappropriate method oisfier price formation has
been chosen. It is, therefore, necessary to candiidebenefits and weak
aspects of each method to choose the most adedueatsfer pricing
approach satisfying the corporate goal, which dgdbnis the increase of
corporate profit or its value, i.e. the cause ah#fer price formation.
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Transfer pricing

methods
Market-based .

transfer pricing Cost-based transfer Negotiated transfer

method pricing method pricing method
Total market Actual costs Market price-

nrice basec
Adjusted Variable costs Cost-based

market price negotiation

Standard costs Unrestricted
negotiations

Marginal costs

Total cost of
productior

Total RC cost

Cost plus

Cost plus with
fixed markup

Fig. 2. Transfer pricing methods

As mentioned above, transfer price is formed andduby a
decentralized company, the organization of whichdigded into profit
(responsibility) centres (Fig. 3). Responsibiligntres may produce and sell
their products as well as engage in other actimdgpendently of each other.
Transfer price is formed after the responsibilignttes have been allocated
with responsibility for production and/or sale stagResponsibility centre 1
(RC 1) produces an intermediate product, RC 1 @ses raw materials on
the external market. The cost of raw materials Ipased is included into the
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transfer price. Responsibility centre 2 (RC 2) pases the intermediate
product from RC 1 to produce the end-product fde san the external
market only. RC2 is entitled to purchase the inettiate product on the
external market, if the transfer price on the imediate product offered by
AC 1 is not satisfactory, or if production of th@armediate product is not
beneficial to the company.

Top Management of the Comps
Stoc Revenue
Transfer
Responsibility Centre 1 Responsibility Centre
(RC1) 2 (RC2)
< 7
End-
Intermediate 7\ product
Costs produc

Revenue Costs

Intermediate product Intermediate product

sold on the external purchased on the

market external market

Fig. 3. Sequence of supply — production — salegsses in a decentralized
company

Where the market-based transfer price approachbbas chosen,
market information is the key factor. A profit (pemsibility) centre makes
an assumption that the profit would be achievethatknown market price
(Veres, 2011). This approach to market price foromaits only feasible when
market information is available, and the intermesligroduct is competitive
on the external market. According to Schuster alak€ (2010), the main
advantage of the market-based transfer pricing ogelibs in the fact that the
established transfer price reflects current madatditions and changes
along with the changes of market conditions. Trangirice established
under the market-based transfer pricing methodbjsative and unbiased
(Schuster and Clarke, 2010; Antic and JablanoW©02 On the other hand,
application of this method requires high level @sponsiveness and
flexibility from the middle managers in charge ohet respective
responsibility centers both in collection of therk& information and its use
for transfer price formation.

Transfer price calculated under the market-bagedster price
approach may spark conflicts between the respditgibcentres, in
particular, between the centre supplying and thetreepurchasing the
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intermediate product. These responsibility centpesform the functions

within the company that are equivalent to that skler and supplier on the
external market. The conflicts emerge when markieeps lower or higher

than the cost of production by the RC (Antic, Jablac, 2000). With all the

necessary external information available, the teangrice is established by
the responsibility centre which transfers the poidaithin the company as
follows:

TP =p (1)
where: TP — transfer price;
p — external market price.

This method of market price formation refers te tharket price only
and follows the rule of thumb stating that a treangfrice must not exceed the
external market price. Therefore, (1) the equastould be adjusted as
follows:

TP<p (2)

Transfer price may be lower than the market prigg when
responsibility centres apply intra-company disceuiiihe discounts may be
applied in cases of difference between the quality supply of the product
produced by the responsibility centre and the prodavailable on the
market, instability of the product market, and ab# prices. Baldenius and
Reichelstein (2005) have offered the following oétion method for the
transfer price including the discount:

TP=(1-y)p (3)

where y — discount.

However, transfer price established under thishowtdoes not fall
within the requirements to market-based transfeing approach for the
following reasons: 1) discounts are applicable thep transfer pricing
methods as well, 2) discount intrinsically implig® need for negotiation,
which is the key behind the negotiated transfezgpmethod. As emphasized
by Hiemann and Reichelstein (2012), market pricapgplied to transfer
pricing, when the product has the market price Jevéunother transfer pricing
method is chosen for cases, where the productdasanket price.

In general, market-based transfer price could l@@med to be
objective and unbiased, as it reflects current eiacknditions and changes
related to fluctuations on the market. Market prisenot applicable to
transfer pricing, if the market is non-competitmesubject to an artificially-
created bubble. A responsibility centre may harendbmpany, if it adopts
decisions optimal (favourable) for it in such auatton. Market price that is
lower than the cost of the intermediate productipoed is not beneficial to
Responsibility Centre 1 (Fig. 3). Another methodagplicable in such a
situation. Responsibility Centre 1 receives benefithe market price is
higher than the costs incurred in production ofitittermediate product, and
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RC 1 is able to generate more revenue. On the ¢tdwed, higher market
price is not beneficial to Responsibility CentrdNdnetheless, discounts may
apply for promotion of the intra-company trade.

For negotiated transfer price method, transferepricformed as a
result of negotiations between middle managers marge of the
responsibility centres. During the negotiationg, thanagers may refer to the
market price or expenses of the responsibility ree(fig. 2). Negotiations
between responsibility centres may take place witlamy restrictions. The
goal of negotiations is a transfer price that iseptable to the both parties.
Market-based transfer price formation method may dmplied in a
decentralized company with self-sustained, indepenhdresponsibility
centres that enjoy high level of autonomy (Shuatet Clarke, 2010; Li and
Fereira, 2008). The negotiated transfer price aggiras the most suitable,
where no active market exists for the product, bem the product price
temporarily rests on the bottom, or the produdfispecial, exclusive nature.
In order to avoid conflict situations between maldhanagers in charge of
responsibility centres and encourage them to raachgreement sooner, the
negotiation procedure must be verified by the topnagement of the
company who also establish limitations and tradse-ofor certain
circumstances, as well as the approach towardsutise in formation of the
transfer price (Dikolli and Vaysman, 2006; Gavi®999; Vaysman, 1998).
In discussion over the negotiation proceduresjrifieence of transfer price
on profit of the responsibility centre is discussemployee motivation
system is developed, and criteria to be followedindu negotiations are
established. Negotiation procedure should be fatthedo motivation system
for middle managers in charge of the responsibdémptres, as it is expected
to promote efficient performance by the employees.

It has been suggested in the scientific literatidekolli and
Vaysman, 2006; Antic and Jablanovic, 2000; Gho8802 Vaysman, 1998;
Borkowski, 1990) that the major disadvantage of tiegotiated transfer
price method is considerable time input requiredgdiations, collection,
processing, and analysis of the latest informatemjuire a great deal of time.
Middle managers in charge of the responsibility tieen prepare for the
negotiations by collecting information on markeicps, costs to ensure
stronger position during negotiations, learn mobbeud own strengths, as
well as weaknesses of another responsibility cemtoeording to Ghosh
(2000), transfer price agreed to during negotiaio also influenced by
external sources of supply.

Other weak aspects also are typical of the negatittansfer price
method, namely, lack of the responsibility centre@nagers’ skills in
negotiations; loss of potmential favourable sal¢hef product on the market
in case negotiations drag on, which causes harnthéocompany and
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increases costs incurred by the responsibility resntmiddle managers in
charge of the responsibility centres cheating byesenting distorted
information or concealing it, which means that ttwenpany receives only
partial possible benefit from the intra-companyl&daNegative aspect of this
method also lies behind assessment of the middieageas’ negotiation
skills rather than their control over costs in tegponsibility centres.

If the negotiation process does not cause anyictmfthis method is
beneficial to the company. The process of negotiatinvolves sharing of
the information on business conditions on the locatkets and cash flows.
This information is used for improvement of efficty of the responsibility
centres.

Negotiated transfer price method is beneficiahtoompany, where
middle managers in charge of the responsibilitytresnare able to negotiate
on the transfer price without any restrictionsywrere market price has been
subject to artificially-created bubble (Dikolli andhysman, 2006, Antic and
Jablanovic, 2000; Baldenu®t al., 1999; Vaysman 1998). During
negotiations, middle managers in charge of theomspility centres may
agree on the transfer price that is lower thamtlaeket price. Transfer price
formed by company managers must promote intra-cagnpeade. In this
case, responsibility centres may be provided witbcalints or certain
guarantees under the condition, however, that idesismade by the RC
managers contribute to achievement of common goalated to the
corporate profit. Lower transfer price may not ofdgd to growth of sales
volumes on the intra-company market, but also iwg@meent of the
company’s competitive advantage on the externalketafyao, 2013).
Wheeler and Typpo (2013) have suggested that, se o the negotiated
transfer price method, transfer price formatiorsubject to the following
parameters: max transfer price = market price; transfer price = costs
incurred by the responsibility centre. With refererto these parameters,
transfer price is formed under the following prlei during negotiations:

TPmin- <TP< TPmax (4)
where: TP — transfer price;
TPpin. — Minimum transfer price;
TPyax— Mmaximum transfer price.
With reference to characteristics of the minimumd anaximum
transfer prices, the prices may be expressed asvil
TPmax = P (5)
TPmin = (1+ g) VC (6)
where: p— external market price;
VC — variable cost of production;
g — opportunity cost established by the enteepri
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Negotiated transfer price method is beneficial,exgh offers on
transfer price and responses are provided promgtpetheless, the method
is not applicable where it causes conflict situagiand disputes between the
responsibility centres. Time is wasted on disputieisg, costs incurred by
the responsibility centres increase and reducedhgorate profit.

Cost-based transfer price, as claimed by Anticaidonovic (2000),
is the simplest transfer pricing method, as thedfiexr price is calculated on
the basis of production costs required for productdf the respective
product. Main benefits of this method: simplicigoverage of all costs of
production and other business functions; may bdiehpwhere no market
price is available; time-saving; eliminates frictibetween managers of the
responsibility centres; provides time to remove d#meerging problems or
challenges (Dikolli and Vaysman, 2006; Antic antldaovic, 2000; Sharav,
1974). According to Matsui (2013), 46 % of entesps opt for the method
of cost-based transfer price.

Nonetheless, deeper analysis of the method hasalexV its
underlying complexity. Cost-based method require®nserable
information base and its analysis. During establisht of transfer price
under the cost-based method, market conditionsyeds as price policy,
behaviour of market participants, price sensitivigpmpetitors must be
considered. Employees should also be aware of tiluetgre of product
market, where they sell their products, and haijiteeir clients.

The following costs may be used as the basis $tabéishment of
transfer price under the cost-based method (Figstapdard (Schuster and
Clarke, 2010; Lengsfeld and Schiller, 2004; Antiod alablanovic, 2000;
Baldenius et al., 1999), actual (Pfeiffer al, 2011; Schuster and Clarke,
2010; Lengsfeld and Schiller, 2004; Sharav, 19vdjiable (Sahay, 2003;
Antic and Jablanovic, 2000), marginal (Gavious, %98harav, 1974), or
total costs (Veres, 2011; Li, 2005, Antic and Jablac, 2000). Where
transfer price is calculated based on costs o, following equation
(Sahay, 2003) applies:

TP = qk (7)

where: TP — transfer price;

g — quantity of the intermediate product;
k — costs per product unit.

Under cost plusmethod (Schuster and Clarke, 2010; Mackevicius,
2005; Hung Chan and Lo, 2004; Gavious, 1999; Sha@x4), transfer price
is calculated by adding markup to the product cb&irkup provides the
contractual profit to the responsibility centre andy be applied irrespective
of the type of costs used as the basis for thefieaprice.
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Two options of markup calculation used in ttest plusmethod are
available: multiplicative markup, additive markug, combination of the
both.

In the multiplicative markup method, transfer prits calculated
under the following equation (Sahay, 2003):

TP = (1 + m)-qk (8)

where: m -fixed percentage added to variable costs.

Where multiplicative markup method is applied, ttenmpany faces
challenges related to choice of multiplicative mgrkn, as large markup
may lead to sales slowdown. This may be avoideddnyy additive markup,
when transfer price is calculated under the follmyequation (Sahay, 2003):

TP = q-(k+a) 9)

where: a — cash markup per product unit.

Sahay (2003) has offered combining equations (8) €), and
calculating the transfer price by the cost-baseddfier pricing method under
the following equation:

TP = q-u (k) (10)
where:pu >1

Transfer price calculated under equation (10) 0wl production
costs incurred by RC 1 that produces the intermegieoduct. The revenue
generated by the responsibility centre may be @ethvestment within the
centre. Under equation (10), responsibility centa@e not interested in
artificial raising of their costs, which may helpoéd the key weakness of all
transfer price formation methods — distortion aftelated information.

With the cost-based method in place, managers @écentralized
company must carefully choose an equation of th&-losased method to
calculate the transfer price, as incorrect tranpfere leads to reduction of
production volumes and corporate revenue.

In general, the cost-based method may be clairsed eonvenient
and time-saving approach; however, the companyin@y losses, if faulty
information is used. Transfer price calculated gsifaulty data from
statements submitted by the responsibility cendlis®rts information, and
middle managers in charge of the responsibilitytresnadopt inadequate
production- and sale-related decisions that leadldavdown of successful
production and operations of the responsibilityteesawithout any regard to
the needs of the enterprise. Transfer price estadyi under the cost-based
method may be the same as the prevailing markes.dfithe market price is
lower than the estimated transfer price, the resipdity centre may plan
new investment to cut the costs incurred by it.
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Choice of method for formation of the most approprate transfer price

Analysis of transfer pricing conditions and itsthals has suggested
that method chosen when forming a transfer priceulsh be aimed at
enhancing the company’s resilience and sustaityabiti the external market
and help assess efficiency, profitability of thespensibility centre that
supplies the intermediate product.

The following equation (Penno, 1990) may be useddsess the
efficiency, profitability of RC 1 (Fig. 3):

(V) = Ry (v) + TP % q(v) — C4(v) (11)
where:m, (v) — efficiency, profitability of RC 1;

R;(v) — revenue earned by the responsibility cenifethe
intermediate product is sold on the external market

TP — transfer price;

g (v) —quantity of the intermediate productdson the intra-
company market;

C,(v) — costs incurred by RC 1.

Profitability, efficiency of RC2 are calculated werdequation (Penno,
1990):

T, (V) =Ry (v) — TP *q(v) — C,(v) (12)

where:m, (v) — efficiency, profitability of RC 2;

R, (v) — revenue from the end-product on external miark
C, (v) — costs incurred by RC 2.

Equations (11) and (12) may be used to determivhjch
responsibility centre has more influence on thealtatorporate profit.
Responsibility centres must be motivated throughtage compensation
schemes based on their results: revenue from $ajeaals on the external
and intra-company market, costs saved, size ofsinvent. Compensations
to responsibility centres may be calculated under following equations
(Penno, 1990):

Z;(v) = Ry (v) + TP * q(v) — C4(v) (13)
Z; (v) =Ry (v) = TP * q(v) — C;(v) (14)
where:Z, (v) — compensation to RC 1;
Z, (v) — compensation to RC 2.

In order to motivate employees at the responsitsientre, the centre
manager may distribute the compensation among emgdoor use it for
new investment for reduction of costs of the resgality centre.

In general, it may be suggested that the choiceeihods for transfer price
formation is related to motivation and coordinatioinactions of first-line

managers at the autonomous responsibility cerfttbeltransfer price is not
beneficial to a responsibility centre, the respbitisy centre may reject it,

choose other method, purchase or sell the inteateedoroduct on the
external market.
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Conclusion

In order to form a transfer pricing system in anpany, the company
must be decentralized. A decentralized company cseg of profit
(responsibility) centres aims at the increase ofgany profitability, as well
as improvement of implementation of common corpgorgbals through
pursuit of goals of the responsibility centres.imiplementation of transfer
pricing, the aim is to provide better motivationth@ managers in charge of
responsibility centres in adoption of efficient ogans. It is, therefore,
important to choose the method that is benefiaallk responsibility centres
that participate in the transaction(s) and the camgp

Market price is applied to transfer pricing, ipeoduct has the market
price; while in case no market price is availabbe the product, other
transfer pricing methods apply. Transfer price rbaymarket-based, based
on costs incurred by the responsibility centrestdased), or established by
agreement between the responsibility centres (reggot-based transfer
pricing method).

Market-based transfer price is formed with refeeeto the market
price only, as this approach follows the rule airtib stating that transfer
price shall not exceed the external market priasc@nt approach offered
by the researchers for formation of transfer pirscaot characteristic of the
transfer pricing based on market price only, wmobans that applicability
of other methods should be analysed prior to sefochationale behind
application of discounts.

Negotiated transfer price is formed as a resultnefjotiations
between managers in charge of the responsibilityres. Transfer price is
formed during negotiations with reference to thekeaprice or product, or
costs incurred by the responsibility centre. Thusgotiated transfer price
method is, to a certain extent, a combination & tWwo other methods.
Therefore, if transfer price is formed under thisthod, behaviour of the
external market participants, production capacitthe responsibility centre
and its utilization, skills of the managers of msgibility centres in
coordination of interests of all stakeholders (cesbility centres and
company), traditions of corporate communicationutid@e considered.

Cost-based transfer pricing method is the mostnesom This method
offers the widest possibilities for formation ofisfer price, as it allows
choosing the costs as the basis of the transfee.piihe costs may be
standard, actual, variable, marginal, or total £oMoreover, this method
usually involves application of the mentioned syst& discounts. Thus, the
estimated transfer price is the representatioh@tdtal cost per product unit
incurred by the responsibility centre transferrthg intermediate products,
reduced by the available discount.
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In general, the analysis of transfer price foromatimethods has
suggested that, irrespective of the type, a trangfecing method must
always ensure that the transfer price does noteektige potential market
price (TP< p). During estimation of the transfer price, thesgbility for
division to gain profit and receive compensatioronir the central
management must be considered. Estimated intra-goynprofitability
indicators of the responsibility centres will hedgsess the most beneficial
method of transfer pricing both for the respongipitentres and the entire
company. Compensation to the responsibility centigy be used in an
employee motivation scheme or for new investment.
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THE EMPLOYMENT AND WAGE SPILLOVER
EFFECTS OF SLOVENIA'S 2010 MINIMUM
WAGE INCREASE
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Abstract

We analyse the effects of a large increase in&Bligys minimum
wage in March 2010 using administrative data coxgethe entire population
of labour force participants. We find that the mimim wage increase had a
significant and sizable negative effect on thenetention of minimum wage
recipients, especially of young and low-educatiarkers, and also led to an
increased probability of job-to-job transitions famimum wage recipients.
In addition, we find evidence of spillover effeat$ the minimum wage
increase on wages higher in the wage distributiith the effects
monotonically decreasing with wages but still preset 150 percent of the
new minimum wage. The results are based on a difta-in-differences
approach in which the treatment group is comprifedlorkers whose wages
at the time of the introduction of the minimum wagése were below the
new minimum wage, and the control group is compriseworkers whose
wages were slightly above the new minimum wage.

Keywords: Minimum wage, worker flows, employment, wages, gea
distribution, labour productivity, spillover effe;tSlovenia

Introduction

In March 2010, Slovenia dramatically increased thtatutory
minimum wage, from 597 to 734 euros gross per mamtlby 22.9 percent.
The magnitude of this increase strongly exceedatidhprevious minimum
wage adjustments following the introduction of animmum wage in 1995,
and, oddly, coincided with the economic slowdowattktarted in 2008.
After the increase, which placed Slovenia secondranall EU countries by
the ratio of minimum to average wage, the numbemafimum wage
earners has been steadily increasing and by 2014 timan doubled.

Both the theoretical and empirical literature dme teffects of
minimum wages on labour market outcomes has beleimumous — without
reaching a consensus about employment effects.nRataedies based on
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micro data and quasi-experimental approaches magigw that high

minimum wages negatively affect worker and job #oweduce employment
and inhibit its recovery (see, for example, Neuma8chweitzer and
Wascher 2004 for the United States, and Abowd, KramMargolis and

Philippon 2000, and Portugal and Cardoso 2006 Ffance and Portugal,
respectively). Studies also show that these efi@esstronger for vulnerable
groups and that they disproportionally affect sectaith high shares of
minimum wage recipients. But there are also manpiecal studies that
report positive and/or statistically insignificaftects of minimum wages on
employment and labour market transitions (for exam@ard and Krueger
1995, Stewart 2004, and Dickens and Draca 2005;ase®verview by

Neumark and Wascher 2010).

Less controversial is the evidence that minimum wagincreases affect
wage distribution.

Wages of workers at the bottom of the wage digtidm are most
directly affected, but minimum wages also affectges higher up in the
wage distribution via spillover effects (see NeuknaBchweitzer and
Wascher 2004 for an overview). This effect has $ederal authors to
conclude that minimum wages have an important gmutton to reducing
wage inequality in developed countries (see NeuraatkWascher 2010).

In recent years, the minimum wage policy in Slogehas come
under heated debate. Trade unions defend the tuenel and indexation
practices related to minimum wage, pointing to -potrerty effects of the
minimum wage and the reduction of wage inequalityrecent years. But
others — including the government think-tank IMAB well as the OECD
and European Commission — warn about the negaffeete of the 2010
increase of the minimum wage on international cditipeness of the
Slovenian economy.Noting that Slovenia recorded one of the largest
reductions in economic activity in EU in the po868 crisis and at the same
time undergone the largest increase in the minimvage, IMAD (2013)
also attributed a loss of 7,000 jobs in the shemint and 18,000 in the long
term, to the post-2009 minimum wage hiRe.

° In its latest communication, the European CougfitL4) voiced a concern over the limited
progress in implementing its last year's recommgéowl@n the minimum wage, and OECD
(2013, p. 7) recommends: “Following a 23 percerkehin 2010, the authorities should
ensure that the minimum wage declines relativéenéorhedian wage over time and adopt a
new social agreement introducing wage moderatiogr @an extended period of time to
support Slovenia’s competitiveness.”

19 The estimates are predictions based on the esimaf nation-wide labor demand
function by Brezigar Masten, Kovi&, LuSina and Selan (2010).
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The objective of this paper is to rigorously ewiemployment and
wage distribution effects of the 2010 Minimum Wagav, taking advantage
of an exceptionally rich, administrative microdafeboth workers and firms.
On the employment and labour market transitiontfrtme paper addresses
the questions whether the minimum wage hike ineeaise flow of workers
from employment into unemployment, inactivity, onother job; and
whether it reduced the probability of entry to eayphent for the likely
candidates for minimum wage, for example, for youargd low-skilled
workers. On the wage distribution front, the papddresses the question
whether the sharp increase in the minimum wagesasad the concentration
of low-wage workers, and whether there have bedliowgr effects that
increased wages of higher-paid workers.

We find that the minimum wage increase had a Bggmt and
sizable negative effect on the job retention of imuim wage recipients,
especially of young and low-education workers, alsh led to an increased
probability of job-to-job transitions for minimum age recipients. In
addition, we find evidence of spillover effectstbé minimum wage increase
on wages higher in the wage distribution, with #féects monotonically
decreasing with wages but still present at 150 gygrof the new minimum
wage. The results are based on a difference-ieféifices approach in which
the treatment group is comprised of workers whoages at the time of the
introduction of the minimum wage raise were beldve hew minimum
wage, and the control group is comprised of workeh®se wages were
slightly above the new minimum wage. The analysedane at the level of
individual workers using administrative data on gogulation of Slovenian
labour force participants spanning the 2005-20XbgdeThe data permit us
to precisely identify minimum wage recipients —ghavercoming a common
problem in wage studies using administrative dagad-track the individuals
over time, which facilitates the precision of tistimates.

The paper is organized as follows. Section 2 pewithe institutional
background by describing the February 2010 Minim\iMiage Law, presents
the dynamics of nominal and relative minimum wagesvell as the number
of minimum wage earners after the Law took effeahd compares
Slovenia’s minimum wage to the one in other EU MemSBtates. Section 3
describes data and methodology of the study. Sedtipresents the results
of the effects of the minimum wage increase in Ma610 on employment
transitions and wage distributions. Section 5 tares.

Minimum wage in Slovenia

In Slovenia, a legally mandated minimum wage was froduced in 1995.
The concept of the minimum wage replaced the Bysitef

“guaranteed wage” — a relic from the socialist pghat relied on solidarity to

84



guarantee the payment of minimum walje$he 1995 minimum wage law
reflected the consensus among social partners ige rdne prevailing

minimum gross earnings to about 40 percent of thexage national gross
wage. It is estimated that at the time of introdugtthe minimum wage de-
facto increased by 48 percent (LaporSek 2014).eSi895, minimum wage
legislation has undergone numerous changes, masteaf concerning the
level of the minimum wage and the adjustment meishaf the minimum

wage to macroeconomic parameters (Kresal 2001,igneMasten et al.
2010).

The most substantial changes in minimum wage |&@a were
introduced with the February 2010 Law on Minimum g&s. First, the law
strongly increased the amount of the minimum wa@®rm 597 EUR to 734
EUR gross, or by 22.9 percent — to correspond @éovdlue of the minimum
consumption basket per person (see IMAD 2013). i&&cthe law altered
the adjustment mechanism of the minimum wage to roe@onomic
parameters. The new law introduced automatic,ifulexation to consumer
price index growth — and allowed for additional re&ses to reflect wage,
employment or GDP growth (Article 3). Because @& tmprecedented rate
of increase, the February 2010 law stipulated ¢naployers could apply for
a gradual transition — consisting of three discret@ps — to the new
mandated minimum wage, to be completed by DeceB#5e2011*

The February 2010 Minimum Wage Law strongly insezhthe ratio
between the minimum and the average nominal wagehaiped the real
minimum wage grow much faster than average reakewkg2009, the ratio
between the minimum and the average nominal wagedd&® percent, and
it increased to 47.6 percent in 2010 (43.2 for $irwith gradual adjustment
schedule), 49.1 percent in 2011 (45.8 for firmshwgradual adjustment
schedule), 50 percent in 2012, and 51.5 in 201@u¢ei 1). Moreover, the
February 2010 Minimum Wage Law created a huge demee of growth
between real minimum wage and real average wagap@ed to 2009, by
2013 the minimum wage in real terms increased by&Tent (by 22.5
percent in 2010 alone — see Figure 1). In contrafiecting the decline of
general economic activity as well as austerity messin the public sector,

™ The solidarity reflected in the determination lué so-called "socially warranted earnings
fund” of the firm (see Vodopivec 1993).

12 The conditions for adopting a gradual transiticerevvery lenient. A gradual increase of
the minimum wage could be adopted by firms for Whimmediate transition would lead to
large losses that would jeopardize the existenc¢hese firms or to layoffs of a large
number of workers for business reasons (Art. ShefMininum Wage Law). According to

the Labour Inspectorate (2010) a gradual transitmmhe stipulated minimum wage was
adopted by 1611 companies.
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the real average wage recorded growth only in 20dn it grew by 1.8
percent, to be followed by small, steady decredsesg 2011133

It comes as no surprise that in the wake of Felgrag@10 Minimum
Wage Law, the number of minimum wage earners mioa@ doubled. In
February 2010, there were 17,552 minimum wage earae.7 percent of
total workforce, and in March 2010 that number &ased to 43,325 — 6.7
percent of total workforce (Figure #).The number of minimum wage
earners increased also in subsequent years smtB@L3, on average, there
were 50,569 minimum wage earners — 8.3 perceteoivorkforce. The vast
majority of minimum-wage earners (84 percent in30&ere employed in
the private sector. As regards sector of activalynost 80 percent of all
minimum wage earners was employed in four industmeanufacturing (31
percent), retail (18 percent), other business esesvi(15 percent) and
construction (12 percent). All together, markevgss employed 68 percent
of all minimum wage earners (data for December 2013

Growth in number of firms employing at least onsimum wage
earner followed a similar pattern and sharply iasesl in March 2010. The
number of firms with at least one minimum wage eaincreased from 3243
(7.3 percent of all firms) in February 2010 to 7318.8 percent of all firms)
in March 2010 (Figure 3). A marked increase in tiuenber of firms that
employ at least one worker with the minimum wageolserved at the
beginning of the year, reflecting the gradual ad@ph to the new minimum
wage (up to and including the year 2011) and tgelee January legislative
alignment with the consumer price index in the pres year. According to
the latest available data, as of December 2012 tivere 8507 firms (21.7
percent of all firms) employing at least one minimwage earner.

The strong March 2010 increase of the minimum whgsught
Slovenia to the forefront among the EU countries thg ratio of the
minimum to the average wage. Among all 21 EU MemBéates that
mandate a national minimum wage, in 2012 this ratas the highest in
France (49.8 percent), followed by Slovenia (488cpnt) and Malta (46.8
percent) — see Table'1Slovenia’s ratio exceeded the average of all 21 EU
Member States by 10 percentage points — in mosttdes, this ratio ranged

13 |n fact, positive aggregate private sector nomimabe growth during 2009-2013 was

largely driven by composition effects in the sturetof employment, as lower-paid workers
suffered disproportionately large job losses dushgvenia’s recession (Kajzer, Hribernik,

Perko and Selan 2013).

14 According to the Monthly Reports on Paid WagesRS®014). Firms included in these

reports cover 86 percent of total Slovenia’s emplent.

15 Minimum wages in other countries — notably in Aisst Germany and Scandinavian

countries — are determined via collective agreemésde LaporSek 2013). In Scandinavian
countries, minimum wages tend to exceed governmmameated minimum wages of

countries in continental Europe.
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between 30 and 40 percent. Slovenia held secowrd,pdgain behind France,
also by the ratio of the minimum to the median wgsgge Table 1).

Although several other countries have increaseddhl value of the
minimum wage in recent years, Slovenia’s adoptiemaded with an
unusually large contraction of GDP. Among the caestwhich during
2008-2012 increased the minimum wage in real teBlwenia’s increase
was by far the largest (followed by Slovakia, Laténd Bulgaria). At the
same time, Slovenia was one of three EU MembeeSthat in this period
recorded the highest real GDP decline (IMAD 2018)ontrast, the highest
real GDP growth during this period occurred in Rdlahat recorded a
reduction of the minimum wage in real terms.

Data and methodology
Data

The data used in this paper are created by linkseyeral
administrative databases covering the entire Slaweworkforce. For each
worker, the data contains information on employmemiemployment and
wages for the 2005-2012 period. Individuals’ resdrdm various databases
are linked via their unique, masked personal idieation number. The
resulting database combines the following admiaiste data sources:

(@) Work history data It contains starting and ending dates of an
employment spell, the type of appointment, occapatemployer
identification code, and personal characteristysnfler, age, and
education). The data are collected as part of sow@arance and
are maintained by the Statistical Office of Sloweni

(b) Data on registered unemploymehtcontains starting and ending
dates of an unemployment spell, destinations oft éadm
unemployment, as well as information on the recegt
unemployment insurance benefits. Personal and yamil
characteristics pertaining to each spell are alstuded. The data
are provided by the Employment Service of Slovenia.

(c) Worker earnings datalt contains information on earnings
associated with each employment spell of an indaidamount
of earnings, number of hours worked, starting amdirey date of
earnings period). This database is provided byRémesion and
Disability Insurance Institute of Slovenia.

In addition, the following two firm-level data smes are used:

@) Firm-level minimum wage recipient datd.contains information
on gross wages paid for regular hours and overéintedata on
number of workers and minimum wage earners atithelével.
The source of the data are 1-ZAP/M forms, mainthibg the
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Agency of the Republic of Slovenia for Public Legadcords and
Related Services.

(b) Data on delayed adoption of the new minimum wé#gsontains
information on the number of firms who have applied a
gradual, two-year delayed adoption of the minimuag& The
data are provided by the Labour Inspectorate ofRbpublic of
Slovenia.

It has to be stressed thatthe rich database usedthis
analysis enhances the accuracy of identificatiowarkers to be included in
the treatment group beyond that of studies doneotber countries. The
effects of the minimum wage increase can be idedti&t a more granular
level than in studies that exploit variation in wigory binding sectors
(e.g. Card and Krueger 1995; Machin, Manning & Rahra003) or regional
variation in minimum wage levels (e.g. Card and éger 2000) that is
commonly used in the literature. In addition, asaly of individual-level
administrative data often suffer from measuremembrein identifying
minimum wage recipients (e.g. Currie and Falliclke@9and Abowd et al.
2000; for a discussion on importance of a suitaal@asets see also Stewart
2002): the nature of the data can make it diffi¢altprecisely distinguish
workers receiving minimum wages from their slightlyigher paid
counterparts, especially in the presence for anertpay, bonuses, or part-
time work. The richness of the data at hand fatdg an accurate
identification of such workers — a critical compahegiven that this
information is used to form the treatment and adngroups, as discussed
below.

Methodology

Below we outline the strategy to identify both dayment and wage
distribution effects of the minimum wage changed dhen present the
specification of estimated models for the analg$imbour market outcomes
of interest: changes in employment transitions @stfibution of wages.

Identification strategy

To identify the effects of the minimum wage in@eaon selected
labour market outcomes, in particular, to excludgeptially distorting
factors which may systematically affect the outcerné interest, we use a
difference-in-differences approach based on “befor@-after” as well as
“treatment-and-control” comparisons. As we are idgal with the
examination of a legislative change, a proper arpental approach is not
feasible. Instead, we employ a “quasi-experimenggproach where the
policy change itself produces different groups afrlkers: some are directly
affected by the minimum wage increase and henge fonatural treatment
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group, while others are not directly affected aedde form a control group.
Comparing the differences in labour market outcofoeghese two groups
before and after the minimum wage change thus iftenthe effect of the
change in the minimum wage level — and, moreovwgably allows for a
causal interpretation.

Speaking formally, we defin® € {0,1} as the treatment operator
equal to 1 if an individual receives treatment.(i® subject to a binding
minimum wage increase) and zero otherwise. YLgt) denote the treated
outcome and’(0) denote the non-treated outcome. Additionally,Yjeand
Y:+, denote the outcomes prior to and after the 201Qinmuim wage
increases, respectively. The difference-in-diffeesnestimatof,;;; is then
given by
Opip = (E[Ye11(1) | D = 1] — E[Y;(0)| D = 1]) — (E[Y;41(0)| D = 0]

— E[Y;(0)| D = 0]) 1)

In order for the estimatd,;4; to provide an unbiased and consistent
estimate of the average treatment effect in paatl, dwo assumptions must
hold. First, the control and treatment groups nhestsubject to equal time
trends — in this case, the underlying macroecondime trends must have
affected the treatment and control groups equdlgcondly, treatment
effects must be homogenous - i.e., the minimum wagease must have
impacted those in the treatment group in the sanmsner that a
(counterfactual) increase would have affected tivdrol group. Under these
conditions,

Opip = E[Y;41(1) — Y41 (0)],

2)
so that the difference-in-differences estima#ly;; is an unbiased and
consistent estimate of the average treatment effect

Treatment and control groups are defined basetherposition of
workers in the wage distribution at the time of tiéroduction of the
February 2010 law (see Table 2). Tineatment grouponsists ofworkers
who were directly affected by the legislative chanige., of workers whose
wages at the time of the introduction of the Febr010 law were below
the new minimum wage. This group is callesiud-minimum groufg;). The
control group Iconsists of workers who, at the time of the intttchn of
the February 2010 law, received wages in the babaden the new level of
the minimum wage and the level of 1.2 times the nemimum wage. This
group is called asupra-minimum groufg,). The residuatontrol group I
consists of high paid workers.

As workers in the treatment group differ in teraishow much their
wage had to be increased to reach the new minimagewwe divide this
group into two sub-groups: (i) lower sub-minimumowgp, containing
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workers who received wages between the old mininwage and wage up to
10 percent higher than the old minimum wage; andifiper sub-minimum

group with wages higher than in the previous grbuplower than the new
minimum wage.

Empirical model — effects on employment transitions

The effect of the minimum wage increase on thebgbodity of
remaining in employment is estimated on all indidats employed as of
March 2010 and is modelled using the following sfoeation:

Prlejsq = 1| eir = 1] = 191t + 3g3ic + XieB + Ve + &3

3)
where the dependant variable is binary and equdl ifoindividual i was
employed at time + 1 and O otherwise, conditional he/she was employed in
time t. The variablegyi; is a binary variable equal to 1Wm < wj; < Wma,
and 0 otherwisegs;; is equal to 1 ifvm.; % (1 +¢) <w; and O otherwise (see
Table 2). The supra-minimum group, which includes those for whom
wms < Wi <wmag X (1 +¢), is the reference — control group. The vector
X; contains explanatory demographic variables foividdal i in time t.
These include gender, age, tenure at current empl@gducation, type of
employment contract (fixed-term or permanent), eooic activity of
employer. Parametey captures the time varying effects afndhe stochastic
error.

The model for estimating job-to-job transitionsdsntical to the one
in (90) with the exception of the dependant vagakihich is equal to 1 if an
individual is employed at time+ 1 at the same employer as in titrend 0
otherwise.

To analyse the impact of the changed legislatioriransitions into
employment (from unemployment or other jobs), fatwersions of this
paper will also examine the above question usirmprapeting risks semi-
parametric framework that takes censoring into asto Under this
framework, individuals can transition into multipmpeting states — in our
case, into indefinite employment contracts, fixed#t employment
contracts, or unemployment. Each of thEssompeting states are associated
with a specific hazard functiot, (t, p, X):

Lt 1, X) = A o(t) - e PYi+XBi)

(4)
wherep is a an indicator variable denoting the policy péyiX is a set of
control variablesg, ,(t) is the non-parametric baseline hazard for skate
andy, andp, are parameters to be estimated. Put differendlgh especific
hazard function is the instantaneous rate of tti@msng into statek at timet
conditional on survival until timeor later. A benefit of the competing risks
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approach is that it can isolate the precise eftécthe policy change by

calculating the difference in the change of theanézate for transitioning to

fixed-term employmenty;yeq—term @and the hazard rate for transitioning to
permanent employmemt, e, manene. 1he coefficients in the model will be

estimated via maximum likelihood method.

Empirical model — effects on wage distribution

The spillover effects of the minimum wage increaa® also
estimated using the difference in differences fraork, following similar
approaches by Stewart (2012) and Neumark et alD4(20The analysis
compares changes in wages between the period prgdbe large increase
in the minimum wage with the following period acsosorkers at different
wage levels. We interpret disproportionate wageeases for individual
closer to the new, higher minimum wage as spill@fégcts of the minimum
wage increase.

The dependant variable in the model to be estuniatevage growth

between consecutive years, denctéé—. Here we distinguish between
1it

periods without large minimum wage changes, andogserfrom the

introduction of the new minimum wage in March 2@@wards. The model

to be estimated can be specified as
Do — Whie _ ag + Bg; + vt + 0g;t; + 6xi, + €t
Wyt i i it it 14 (5)

The variableg; is a binary variable equal to 1 for individualstire
treatment group and O for those in the control. éméablet; is equal to O for
observations referring to periods without minimunage changes and 1
otherwise. The paramet@rdenotes the difference-in-difference estimator of
the effect of minimum wage increase. The veatgrcontains explanatory
demographic variables for individuain timet. These include gender, age,
tenure at current employer, education, type of egmpknt contract (fixed-
term or permanent), economic activity of employand type of employer
(e.g. sole proprietor, LLC).

The choice of observation period is importantdocurately gauging
the estimates of spillover effects. The baselimgogdt; = 0) is defined as the
year between September 2008 and September 2009 chibice is dictated
by the prior minimum wage adjustments — in Augu80& the nominal
minimum wage was increased by 4 percent, and inusiu@009, the
minimum wage increased by 1.4 percent. The latt@nge was arguably
small compared to the 22.7 percent increase in Ma@10. In order to
ensure comparability, the follow-up periogl< 1) is defined as the period
from September 2009 and September 2010.
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In an attempt to exclude the effect of factorsalihtould indirectly
affect the growth of an individual's earnings, westrict the spillover
analysis to a subset of the population. The saraplevhich the model is
estimated is restricted to those employed full-tifae the entirety of the
period between 2008 and 2010 at a given emplogeadtlition, we exclude
individuals whose educational credentials improstadng this period. Also,
we include only those employed in the non-agricaltbbusiness sector. In
the public sector wage bargaining is highly cereal; in addition,
comparably few workers are paid the minimum wage.

Results
Below we present the results of the minimum wagedase in March
2010 on employment transitions and wage distriloutio

The effect of the minimum wage increase on workeransitions
Two types of worker transitions are analysed: sspm from
employment and transition to another job.

Separation from employment

The minimum wage increase in March 2010 had atnegaffect on
job retention. In comparison to the control groughe- supra-minimum group
— one year after the minimum wage increase workérghe lower sub-
minimum group had 5.6 percent, and workers of thpeu sub-minimum
group had 1.8 percent lower probability of stayimgmployment (see Table
3, specification 1). By contrast, high paid workem®up had a 3.7 percent
higher probability of staying in employment thanriers in the control — the
supra-minimum — group.

Other coefficients of specification | are also inferest. First, the
probability of staying in employment increases watie and tenure (results
that hold true also for other specifications présénin Table 3). One
explanation for this finding relates to the layoffst. For example, younger
workers have lower tenure and are often involvedemporary forms of
employment, resulting in lower dismissal costs tfog employers. Second,
the probability of staying in employment is higtier workers on permanent
employment. This is an expected result, as thescokthe separation of
worker under permanent contract are higher for bibt worker and
employer. Third, the probability of staying in emphnent is lower among
low-education workers, possibly because low-edoopativorkers are less
likely to quit given their lower re-employment ppests compared to high-
education workers. And fourth, the probability ¢éysng in employment is
lower in service industries, where the share ofimim wage earners is
considerably higher.
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The adverse effects of the minimum wage increasth® probability
of staying employed were higher for young and taw-keducation workers.
As shown in specification 1l (Table 3), one yeaeathe legislative change
young workers in the lower sub-minimum group ha@ percent, and
workers of the upper sub-minimum group had 2.2 grdrtower probability
of staying employed than comparable young workerhe supra-minimum
group. Similar to the specification for all workehsgh paid young workers
also had a higher probability of staying in empl@ynthan workers in the
control — the supra-minimum — group. Interestinglige probability of
staying in employment was higher among low-educatoung workers
(Table 3, specification 13° As expected, the minimum wage hike also
reduced the probability of job retention among olderkers, but the
magnitude of the marginal estimates is smaller tf@mnyoung workers
(Table 3, specification 1l). This reflects the aitvantaged position of the
young in the labour market compared to older warkarphenomenon well
established in the literature.

Specifications IV and V (Table 3) present restdtslow- and high-
education workers. They show that low-educationkers in the treatment
group — those low-education workers directly a#ecty the legislative
change — had between 2.5 to 6.2 percent lower pillgaof staying
employed than low-education workers in the supmaimim group (see
specification 1V). Although the probability of siag employed decreased
also for high-education workers (specification ¥e relative differences
between sub- and supra-minimum groups were smgdlkm among low-
education workers. These results suggest that finight have reacted to the
minimum wage hike by substituting low-education keys by more
productive, high-education workers or by avoidinging low-education
workers. The estimates are in line with most of éhpirical studies in the
field (see Neumark and Wascher 2010 for an oveiview

Estimates in Table 4 extend the results presatietde by applying a
multinominal probit model to analyse the effect tbe minimum wage
increase on the probability of making a transitiomm employment to non-
employment, that is, by allowing for two types fexit: to unemployment
and inactivity. The results are consistent withvpras findings, showing that
workers included in the treatment groups — in bother and upper sub-
minimum groups — were more likely to exit from emghent to both
unemployment and inactivity. The exit probabilisy especially high for
transition into inactivity — workers in the sub-nmmum group had 2.1 to 5.3

16 One possible explanation for this result is tharyg low-education workers have longer
work experience than young high-education workers, dherefore, higher probability of
being employed under the permanent contract.
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percent higher probability of exiting to inactivitgan workers in the supra-
minimum group (see Table 4, specification ).

Results presented above compare the probabilsyaging employed
between workers directly affected by the minimumgwancrease and
workers with slightly higher wages than the new imum wage in the
period after the legislative change. A more appederapproach to estimate
the effects of the new law is a difference-in-diéieces approach, comparing
differences in probability of staying employed beém sub- and supra-
minimum groups before and after the change (see déetion on
identification strategy above).

The difference-in-differences approach confirmsatththe new
minimum wage law had negative effect on job retemtiAs shown in Table
5, the difference in probability of staying empldy®r workers in the sub-
minimum group in comparison to workers in the supiaimum group
additionally decreased in the period after thedegive change — from —0.7
percent in 2008-09 (-1.5 percent in 2009-10) t® p2&rcentage points in
2010-11. The results also show that the minimumewagrease had a
disproportionally large negative effect on job rgten of vulnerable groups
of workers. For young workers, the difference irohability of staying
employed between the sub-minimum and supra-mininguoups declined
from —1.6 percent in 2008—-09 (—2.3 percent in 2009+to0 —4.1 percentage
points in 2010-11, and for low-education workergnfr—1.0 percent in
2008-09 (-1.7 percent in 2009-10) to —3.8 percef0L0-11.

The above approach is not a full-fledged diffeeencdifferences
approach, as the “before” and the “after” differenbdetween treatment and
control groups are estimated in separate regressand the difference-in-
differences calculated from them. A more sophistidaapproach — where
the difference-in-differences estimate will be dob¢al as a parameter
estimate in a regression — is underway. As anoim@rovement to be
included in the final version of the paper, we plen estimate semi-
parameteric hazard rate model as alternative estimamethods to
logit/probit models.

Probability of transition to another job

The results also show that minimum wage hike meed the
probability of job-to-job transitions. Table 6 shewhat individuals in sub-
minimum groups had a higher probability of changolg than comparable
individuals in the control — the supra-minimum -egp. The probability of
moving to another job is especially high among woskin the lower sub-
minimum group — they had 3.8 percent higher prdlgtuf being employed
in another job after one year than comparable werkethe supra-minimum
group (Table 6, specification 1). A plausible ingeatation of this result is
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that these workers were more likely to lose thempkyment after the
minimum wage increase and were forced to move dohan job.

The probability of changing jobs was higher amgogng and low-
education workers. Young workers in the lower subimum group had 4.1
percent, and those in upper sub-minimum group Ilevcemt, higher
probability of moving to another job than young ens in the control — the
supra-minimum — group (Table 6, specification 8)milarly, low-education
workers in the lower sub-minimum group had 4.3 petcand those in upper
sub-minimum group 2.8 percent, higher probabilitynmving to another job
than low-education workers in the control — the raupinimum — group
(Table 6, specification 1V). Noteworthy are alsorgraeter estimates of
control variables. For example, women and worketl tigh tenure are less
likely to change jobs, and transitions between jtesless likely to occur in
industrial activities as compared to market sesice

How does the probability of job-to-job transitiodgfer between the
old and the new minimum wage laws? Comparison bimeses (Table 7)
shows that under the new law, workers in the treatngroup — those
directly affected by the minimum wage increase —+eweelatively more
likely to have changed their jobs than under the law. That is, the
difference in probability of changing job for worken the sub-minimum in
comparison to the supra-minimum group increasethénperiod after the
minimum wage increase from 2 percent in 2009-1.8opercent in 2010—
11. The probability of changing job increased emlgcamong young
workers (from 1.1 to 2.4), whereas there were ngpnugifferences among
low-education workers.

The effect of the minimum wage increase on distriltion of wages

The increase in the minimum wage in March 2010 rieasarkably
increased the concentration of low wage worketh@minimum. As shown
in Figure 4, the legislative change caused an asg@@ concentration at the
bottom of the wage distribution and, due to a shacpease of the minimum
wage earners, created a spike at the minimum. Al ssoacentration of
minimum wage earners can be also observed at theeed minimum wage
rate in 2010, which was applied by firms in finaalistress (those firms
could adhere to a gradual transition to a new mimmwage, see above).
The effect of the minimum wage increase on the whsggibution was more
pronounced in market services, where the shareimfmam wage earners
was high also before the legislative change (sgergis).

The minimum wage hike exacerbated disparities inhe wage
distributions between young and adult workers as wkbetween low- and
high-education workers As shown in Figures 6 and 7, the new law
increased the concentration of minimum wage ear@aérshe minimum
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among young workers and especially among low-edutatorkers. In this
group we can also observe considerable spikeseatrdtiuced minimum
wage rate, implying that a larger share of thesekers were employed in
firms in financial difficulties. Interestingly, theoncentration of minimum
wage earners increased also among high-educatiokergo yet the effect
was rather small.

The minimum wage change also coincided with wag@dreases
higher up in the wage distribution, although at dimnishing rate. Table 8
reports the regression difference-in-differencesmedes on the effect of
minimum wage increase on wage growth. The estintate=al positive and
statistically significant spillover effects of tlmeinimum wage increase that
are more pronounced for wage levels near the neminmum wage. In
particular, workers in the lowest treatment grouwyhese wages were up to
10 percent higher than the new minimum wage — cexbi3.4 percentage
points higher wage growth compared to workers exdantrol group I. For
workers in higher treatment groups — those higlpenuhe wage distribution
— the estimated elasticities become smaller, atthouhey are still
statistically significant.

The robustness of the above results is confirmgdusing an
alternative control group (control group I1): workewith wages between the
median and the average wage (before the minimune wagease). In this
case, the spillover effects are even more pronayraso due to the lower
growth of control group wages. For example, wadesarkers in the lowest
treatment group — those with up to 10 percent highage than the new
minimum wage — have exceeded the growth of thercbgtoup Il wages by
4.5 percentage points. The spillover effects aatissically significant, but
monotonically decreasing, for other treatment gsowfih higher wages.

Due to considerable differences in the wage thistion and in the
concentration of minimum wage earners at the minintetween industries,
we estimated spillover effects also separately vimrkers employed in
industrial activities and in market services (TaB)e Spillover effects are
observed in both sectors, with more pronouncedcesffeecorded in market
services. Compared to control group |, wages ofkems in the lowest
treatment group increased by up to 2 percentagesmi industrial activities
and by up to 4.4 percentage points in market sesviSpillover effects
extend also higher up in the wage distribution,eesly in the market
services.

Conclusion

Based on rich microlevel data, this paper analysesffects of the
introduction of the Februay 2010 minimum wage law $lovenia on
transitions from employment and on distributionn@fges. The results show
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that the resulting minimum wage hike increasedptfedability of transitions

from employment — to unemployment, inactivity andother job — for

workers directly affected by the minimum wage img®e an effect
particularly pronounced for young and low-educatiworkers. Moreover,

the minimum wage hike increased the number of minimvage recipients,
created a spike at the bottom of wage distributaong via spillover effect

statistically significantly increased wages thatrevap to 30 percent higher
than the new minimum wage.

The above results underpin a key dilemma in ggttife minimum
wages: while the minimum wage increase helps testriolite earnings to
low-paid workers, this redistribution may well happat the expense of
employment, an effect that disproportionally aféeptecisely the groups the
minimum wage is intended to help: the young and-éalucation workers.
To be able to provide more reliable guidance fayv8hian policymakers,
analysis of several additional aspects relateth¢ontinimum wage hike are
of essence, ranging from obtaining a more preasenate of the jobs shed,
assessing the change in the share of earnings gwlog-paid workers, and,
above all, delving into the productivity consequeshof the minimum wage
hike — both short- and long-term ones. Minimum &alicy can affect
productivity through a variety of channels, througibstitution effects and
adjustments in technology and in business processes

It has to be stressed that the above results @lenmary, to be
refined with further, more detailed analyses. Amoatpers, we will
complement the empirical results of logit/probitdets by estimating hazard
rate models, and improve the application of thded#nce-in-differences
method in estimating employment transition modejsdivectly estimating
the average treatment effect. In addition, we idtém further verify the
legitimacy of the construction of the treatment aswhtrol groups — a
necessary condition for interpreting the estimateseflecting causality and
not merely statistical association.
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Tables and figures
Table 1: The minimum wage as the percentage of averagenadéan wages of workers
employed full time in EU member states, 2012

% average wage % median wage
France 49.8 France 61.5
Slovenia 48.3 Slovenia 59.5
Malta 46.8 Portugal 57.7
Belgium 44.6 Hungary 53.9
Ireland 43.7 Latvia 50.9
The Netherlands 41.2 Belgium 50.7
Hungary 39.6 Lithuania 47.8
Portugal 39.6 Ireland 47.6
United Kingdom 38.8 United Kingdom 47.2
Latvia 38 Slovakia 47
Poland 37.9 The Netherlands 46.9
Bulgaria 37.8 Poland 46.5
Slovakia 36.8 Romania 45.2
Lithuania 35.7 Spain 44.2
Croatia 35.6 Greece 43.4
Spain 34.9 Luxembourg 42
Luxembourg 345 Czech Republic 36
Romania 31.2 Estonia 35.7
Czech Republic 30.6 Bulgaria
Estonia 30 Croatia
Greece 295 Malta .
Average 38.3 Average 48.6
Notes:

Data for Bulgaria, Croatia and Malta were colledi@in Eurostat (2014). Data for other
countries were obtained from OECD.Stat (2014). Qathered from OECD.Stat refer to all
employed workers, whereas data from Eurostat anlydrkers employed in activities B — S

(NACE Rev. 2).
.. no data available
Sources:Eurostat 2014; OECD.Stat 2014.

Table 2 Definition of treatment and control groups

Name of the group Purpose Condition
0:: Sub-minimum group Treatment WM < Wi < WMy
0>: Supra-minimum group Control | W < Wy < W X (1 +C)
gs: High-paid workers Control 1l w1 X (1 +C) <wy

Legend: w; denotes wage of individuain the period (i.e., before the minimum wage
increase)wm is the minimum wage in periddwm., is the minimum wage in peridd+ 1
(i.e., after the minimum wage increasejlenotes the width of the band of the control group

(for example, 20 percent of the new minimum wage).
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Table 3: Probability of staying employed one year after thamimum wage increase,
(probit) marginal effects

Young Older Low- High-
All . .
workers workers workers education education
(age<30) (age>30)| workers workers
' I II IV V;

Reference groupworkers with wages up to 20 percent higher thanné minimum wage

(supra-minimum group)

Lower sub- —0.056*** | —-0.072**  —0.053*** | —0.062*** —0.051***
minimum group (0.001) (0.003) (0.002) (0.002) (0.002)
Upper sub- —0.018*** | —-0.022*** —0.018*** | —0.025*** —0.015%**
minimum group (0.001) (0.003) (0.001) (0.002) (0.001)
High-paid 0.037*** 0.04 7+ 0.037** 0.027** 0.043***

workers (0.001) (0.003) (0.001) (0.002) (0.001)

Explanatory variableqall variables, with exception of

age and tenunes hinary)

Women —0.001 | —0.013"* 0.001 —0.005* 0.001
(0.001) (0.002) (0.001) (0.001) (0.001)
Age 0.031%* | 0.136***  0.036*** | 0.038%* 0.026**
(0.000) (0.009) (0.000) (0.000) (0.000)
Ag? —0.000%* | —0.002%* —0.000%*** | —0.000%**  —0.000***
(0.000) (0.000) (0.000) (0.000) (0.000)
Tenure 0.003** | 0.003***  0.004** | 0.004%* 0.002%
(0.000) (0.001) (0.001) (0.000) (0.000)
Low-education  —0.005*** 0.016***  —0.009***
workers (0.001) (0.002) (0.001)
Permanent  0.049%* | 0.081**  0.043** | 0.058%* 0.045
employment (0.001) (0.002) (0.001) (0.001) (0.001)
Industrial 0.011%* | 0.049%**  0.007** | 0.016%* 0.009**
activities (0.001) (0.003) (0.001) (0.001) (0.001)
Pseudo R 0.10 0.10 0.12 0.11 0.12
Number of 697,063 83,134 613,929 276,439 420,624
observations

Statistical significance:*** p < 0.01, **p<0.05,*p< 0.1
Notes:
[1] The dependent variable: probability of stay@rgployed in period + 1, conditional on
employment in period
[2] Robust standard errors in parentheses.
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Table 4: Multinominal probit model of transition probabiéis (reference groups: workers

who stayed employed)

Exit to unemployment

Exit to inactivity

Reference groupworkers whose wages are up to 20 percent higher the new minimum wage (supra-minimum

group)
Lower sub-minimum group 0.011* 0.053™*
(0.001) (0.002)
Upper sub-minimum group 0.007* 0.021
(0.001) (0.001)
. . —0.032*** —0.021%**
High-paid workers (0.001) (0.001)
Explanatory variables(all variables, with exception of age and tenune hinary)
Women —0.002*** -0.001
(0.001) (0.001)
Age —0.012*** —0.023***
(0.000) (0.001)
0.000*** 0.000***
Age (0.000) (0.000)
Tenure 0.004*** 0.003***
(0.000) (0.000)
Low-education workers —0.022% —0.045+
(0.001) (0.001)
Permanent employment ~0.005* 0.002%
(0.001) (0.001)
Pseudo R 0.14 0.17
Number of observations 662,634 662,634

Statistical significance:*** p < 0.01, *p<0.05, *p< 0.1
Notes:
[1] The analysis includes workers, who were emptbiyeMarch 2010. The probability of
exit to non-employment is estimated one year dftedegislative change.
[2] Robust standard errors in parentheses.

Table 5: Probability of staying employed (marginal effectsjomparison of estimates
before and after the legislative change

After the

Reference groupworkers whose wages ar¢  Before the legislative change legislative
up to 20 percent higher than the new change

minimum wage (supra-minimum group)
2008-2009 2009-2010 2010-2011

All workers —0,007*** —0,015%* —0,028***
(0,001) (0,001) (0,000)

Young workers —0,016*+* —0,023*** —0,041%*
(0,001) (0,001) (0,001)

Low-education workers 0,010 —0,017 —0,038™
(0,001) (0,001) (0,000)

Statistical significance:*** p < 0.01, *p<0.05, *p< 0.1

Notes:
[1] The dependent variable: probability of stayingmployed in periodl+ 1, conditionally
that the person was employed in period
[2] For each specification we estimated the coaddl probit model. We present only
marginal effects for the sub-minimum groups or vewgk who have been directly affected
by the legislative change. The parameter estinwftether explanatory variables are similar
to those in Table 3.
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Table 6: Probability of changing job one year after thadkdive change, marginal effects

Young Older Low- High-
All workers workers workers education education
(age< 30) (age > 30) workers workers
| Il 1] v \
Reference groupworkers whose wages are up to 20 percent higher th@anéw minimum wage
(supra-minimum group)

Lower sub- 0,038*** 0,041*** 0,039*** 0,043*** 0,036***
minimum group (0,002) (0,006) (0,002) (0,002) (0,003)
Upper sub- 0,025%** 0,017*** 0,026*** 0,028*** 0,023***
minimum group (0,001) (0,004) (0,001) (0,002) (0,002)

High-paid workers —0,048** —0,070** —0,045** —0,047** —0,049***
(0,001) (0,004) (0,001) (0,002) (0,001)
Explanatory variableqall variables, with exception of age and tenures bmary)
Women —0,021%* 0,002*** —0,025** —0,030*** —0,017**
(0,001) (0,003) (0,001) (0,009) (0,001)
Age —0,004*** 0,012 —0,003*** 0,001* —0,007***
(0,000) (0,014) (0,000) (0,001) (0,000)
Agé 0,000*** 0,000*** 0,000*** —0,000%*** —0,000***
(0,000) (0,000) (0,000) (0,000) (0,000)
Tenure —0,009*** —0,008*** —0,012%* —0,005*+* —0,003***
(0,001) (0,001) (0,002) (0,001) (0,001)
Low-education —0,007** —0,029*** —0,005***
workers (0,001) (0,003) (0,001)
Permanent 0,003*** 0,009*** 0,007*** 0,001*** 0,006***
employment (0,001) (0,003) (0,001) (0,002) (0,001)
Industrial activities 0037 0,129 0,028 0,042 —0,032%
(0,001) (0,005) (0,001) (0,001) (0,001)
Pseudo R 0,09 0,11 0,11 0,08 0,09
Number of 638,753 74,455 564,298 247,706 391,047
observations

Statistical significance:*** p < 0.01, **p < 0.05, *p< 0.1

Notes:

[1] The dependent variable: probability of changjoly in periodt + 1, conditional on
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Table 7:Probability of changing employer (marginal effgctscomparison before and after
the legislative change

R Before the After the
eference groupworkers whose wages are up to 20 percent .~ .. O
higher than the new minimum wage (supra-minimum gjr [egislative change| legislative change
2009-2010 2010-2011

All workers —0,020™ 0,028™*

(0,001) (0,001)

Young workers 0,011 0,024

(0,004) (0,001)

Low-education workers 0,028 0,031

(0,001) (0,002)

Statistical significance:*** p < 0.01, *p<0.05, *p< 0.1
Notes:
[1] The dependent variable: probability of changjolg in periodt + 1, conditionally that the
person was employed in peribdd
[2] For each specification we estimated the coaddl probit model. We present only

marginal effects for the sub-minimum groups or vewgk who have been directly affected

by the legislative change. The direction of othgrlanatory variables is similar as in Table
6.

Table 8 Regression difference-in-differences estimatethefspillover effect

Treatment group
(% of minimum wage in March Control group | Control group Il
2010)
0.034*** 0.045**+*
— 0,
100 -110% (0.002) (0.001)
0.024*** 0.035***
— 0,
111-120% (0.002) (0.001)
0.017*** 0.028***
— 0,
121-130% (0.002) (0.001)
0.012*** 0.023***
— 0,
131-140% (0.002) (0.001)
0.009*** 0.020
— 0,
141 -150% (0.002) (0.001)
Statistical significance:*** p < 0.01, **p < 0.05, *p< 0.1
Notes:

[1] The dependent variable: wage growth betweem Yemd 2. In the table above we

present only regression coefficients and standamtsfor the difference-in-differences
estimates (parameté).

[2] Control group 1: workers with wages higher tH&i® percent of the new minimum

wage, but lower than the median wage. Control gitiuporkers with wages higher than
the median wage, but lower than the average wage.
[3] Robust standard errors in parentheses.
[4] Number of observations: 72.910 — 83.552 in fffmtions with control group I; and
134.584 — 145.226 in specifications with contralug II.
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Table 9: Regression difference-in-differences estimatethepillover effect, industry and

market services

Experimental Industry Market services
group
(% of minimum Control group  Control group | Control group  Control group
wage in March I Il I I
2010)
| Il 1] v
0.020*** 0.028*** 0.044*** 0.055***
— 0,
100-110% (0.002) (0.002) (0.002) (0.002)
0.015%** 0.022*** 0.030*** 0.041***
— 0,
111-120% (0.002) (0.002) (0.002) (0.002)
0.010*** 0.017*** 0.021*** 0.032%**
— 0,
121-130% (0.002) (0.002) (0.002) (0.002)
0.007** 0.014*** 0.014*** 0.025***
— 0,
131-140% (0.002) (0.002) (0.002) (0.002)
0.005** 0.013*** 0.011%** 0.022***
— 0,
141-150% (0.002) (0.002) (0.002) (0.002)
Statistical significance:*** p < 0.01, *p<0.05, *p< 0.1
Notes:

[1] The dependent variable: wage growth betweem Yemd 2. In the table above we

present only regression coefficients and standamtsfor the difference-in-differences
estimates (parameté).

[2] Control group 1: workers with wages higher tH&® percent of the new minimum

wage, but lower than the median wage. Control gitiuporkers with wages higher than
the median wage, but lower than the average wage.
[3] Robust standard errors in parentheses.
[4] According to the NACE Rev. 2, industrial sectoare B—E, whereas market services
refer to industries F-N and R-S.

[5] Number of observations in industry sector: &I.3- 35.478 in specifications with control
group |; and 53.994 — 56.176 in specifications wibhtrol group Il. Number of observations
in market services: 40.733 — 48.978 in specificetiwith control group |; and 79.273 —
87.518 in specifications with control group II.
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Figure 1: The ratio between the minimum and average grogewaal minimum wages
and real average gross wages, 2005-2013
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Sources:Authors’ calculation based on data from SORS (2@ overview of minimum
wage legislation.
Figure 2: Number of workers in firms that receive the minimwage, private and public
sectors, January 2005-December 2013
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Note: Public sector includes to the following industripablic administration and defence,
compulsory social security, education, and heaithsocial work.
Source SORS 2014.
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Figure 3: Number of firms that employ at least one minimuage earner, January 2005-
December 2013
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Figure 4: Wage distribution, 2009-2011
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[1] First red vertical line (from left to right) detes the reduced minimum wage rate in
March 2010 for firms entitled to gradual increagehe minimum wage (i. e., 3.7 euro per
hour); the second line indicates the regular mimmwage rate in March 2010 (i.e., 4,1 euro
per hour).
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Figure 5: Wage distribution, industry (a) and market sersi¢®, 2009—-2011

-

-
T T T T T T
1 15 2 25 3 35
Wage per hour (In)
2009 2010 2011
(a) industry
0
w 4
z
(73
2. |
@
o
w .
o
T T T T T T
1 15 2 25 3 35
Wage per hour. (In)
2009 2010 2011

(b) market services
Notes:

[1] According to Nace Rev. 2, industrial activieslude activities B—E, whereas market
services activities F-N and R-S.
[2] First red vertical line (from left to right) detes the reduced minimum wage rate in
March 2010 for firms entitled to gradual increa$¢he minimum wage (i. e., 3.7 euro per
hour); the second line indicates the regular
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Figure 6: Wage distribution by age groups, 2009-2011
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~———  young, 2011 —— older than 30, 2011

Note:
[1] First red vertical line (from left to right) detes the reduced minimum wage rate in

March 2010 for firms entitled to gradual increa$¢he minimum wage (i. e., 3.7 euro per
hour); the second line indicates the regular mimmwage rate in March 2010 (i.e., 4,1 euro

per hour).

Figure 7: Wage distribution among low- and high-educatiomkeos, 2009-2011
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[1] First red vertical line (from left to right) detes the reduced minimum wage rate in

March 2010 for firms entitled to gradual increa$¢he minimum wage (i. e., 3.7 euro per
hour); the second line indicates the regular mimmwage rate in March 2010 (i.e., 4,1 euro

per hour).
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VALUES IN CONSUMPTION SOCIETY.
A COMPARISON OF CONSUMPTION SOCIETY
IN POLAND AND IN SLOVAKIA

Joanna Mysona Byrska
PhD Associate Professor, Chair of the Social Pbpby and Policy
Department, The Pontifical University of John Pkuh Krakow,
Department of Philosophy, Poland

Abstract

The research project, “Values in Consumption SgcieA
Comparison of Consumption Society in Poland andliovakia” aims to
present the current perception of values among y@&lavaks and Poles, as
well as to show recent changes in the understarafinglues in Poland and
in Slovakia. This project will also attempt to make&liagnosis regarding the
spread of consumption attitudes as well as the iggpwole and meaning of
money in the life of young people at the beginrofithe 21st century.

Keywords: Consumption, values, society

Introduction

A society of consumption was created during theegss of multiple
changes to the twentieth century word. Its verydaevelopment took place
in the late twentieth century. Today, the phenomeabconsumerism and
consumption society is highly prevalent in all Eagan societies. Also,
populations of the Communist Bloc, which for mamass remained separate
from the world by the Iron Curtain, quickly tookervpatterns, principles and
the rules of the Western European world of consiwonptThese societies
have also evolved into consumption societies.

A group of 72 students from the Constantine theloBbpher
University in Nitra, Slovakia and 56 students frtme John Paul Il Pontifical
University in Krakow took a part in the researcheTstudents from Slovakia
were studying ethics and ethical education andsthieents form Poland,
philosophy, social Work, and family studies.

Please note that even at the preparatory statiee qdroject, the draft
stating the objectives and hypothesis, it becamdeat that the level of
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development in consumption society in Slovakia vdiierent than in
Poland. We should then observe how deep the diftee are, if there are
any similarities and what the reasons could beHerdifferences that occur
in the perception of values. The formulated workiygothesis assumes that
Slovak society, due to its geo-political locatiorddor historical reasons, did
not undergo the processes of commercialization, ketiaation, and
globalization as strongly as Polish society. Inistosociety, the processes of
commercialization, marketization, globalization aecurring very quickly
and covers many areas of life changing it into @etp of consumption. In
both societies — Polish and Slovak — similar chanigethe perception of
values has occurred and currently material vallegs g more important role.
As a result of the research a hierarchy of the eslof the younger
generation became evident. Also, the similarities differences between the
dominating hierarchies of the values among the essprtatives of the
younger generation of both societies became clear.

Out of the 100 questionnaires distributed to tbksp group over 90
responses were returned, but only 56 were legibte ax fully completed.
The rest of the questionnaires had to be rejecteiti@mplete or illegible.
At this point the first differences between theisloland Slovak students can
be seen. From the Slovak group 72 legible and cetegl questionnaires
were returned (90 questionnaires were distribut€dg education system in
Poland allows students to obtain a dyslexic ceei# and throughout the
period of education these students are not suffiijemotivated to write
carefully. By the time they begin university stulitheir handwriting is
already barely legible, which became evident in gestionnaires. At the
university level a certificate of dyslexia is nongger accepted, however,
students still write illegibly.

Consumer society is changing both the social stracand the
worldview of people who have become consumers.syn&ol of consumer
society is the large shopping center (shopping)mallown as the shopping
gallery. George Ritzer calls it "a temple of congtion” in which people
indulge in an action that makes them happy andabigirms that they are
increasing and acquiring their value as consumia means they are
buying, buying, and consumify The world of consumption and
consumption society is governed by the principlec6hsume, therefore |
am." As a result of consumption the consumer féigpy, consumption
ensures happiness for the individtfal.

17 G. Ritzer, Magicznygwiat konsumpcji, Warszawa 2009, passim.

18 3. Baudrillard, Spoteczéstwo konsumpcyjne. Jego mity i strukfubarszawa 2006, p. 49.
According to Baudrillard the happiness is an eqentbf salvation, the consumer satisfies spiritual
hunger by buying and by consuming.
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The world of consumption has an entire range lgfsrand principles
in force, which differ strongly from the rules spgecto older societies.
Quantity has become more important than quality speked is better than
accuracy. The satisfaction of, mainly temporarysis becomes more
important, than the implementation of far-sightéahg. What is important is
the here and now, the future remains unknown, dtehtson should be
focused on today. Above all, however, a thing thatew dominates as the
value of most importance and, unfortunately, this hardest to maintain. An
item that has just been purchased is already dldeatime of payment. The
buyer then must immediately begin efforts to exgeait for a new one,
which is only better because it is new.

All of these rules and principles governing socienhd the world of
consumption have changed the consumer’s hierarthiyeovalues and this
change is far-reaching. “New values” — as Jean Blad calls them are
appearing in this reality. In the past these "nealues" were not very
important or had no weight attached to thémccording to the rules of the
world of consumption the most important valuestfe consumer are today
material values (including money); spiritual valiseem to have disappeared
or they have lost their primary position. Among tilew values"” the most
important are entertainment and free time. The vethkc has been replaced
by the aesthetic of work and the ethos of free time

Consumerism also creates new social groups. Sqisté propose to
divide consumers into three or even four groupBatand. The first group is
what would be called the “consumer aristocracy”jolhs only five percent
of consumers. This group is the very rich or hasrg high-income, they are
well-educated and work in management positionsnosupervisory boards.
The aristocratic consumer buys a product of thehdsy quality, so
expensive, that it is are not available for a ndrimdividual (for example a
brand-name handbag that costs as much as the anooale of an assistant
with a PhD employed at a university in Poland). Beeond group is the
consumer proletariat. This is a large group, whiclys consciously. They
take a long time to choose, they limited shoppgdods that are necessary,
and what is very characteristic is that they do mot more than they need
now. This group mostly consists of young peopleéhvaithigher education or
those who are still studying. They call his attgud‘sustainable
consumption.” They buy in discount stores, theyt visatively inexpensive
fast food restaurants, and they do not like to dgeme on physical activity.
The third group includes consumers susceptibldinousi, they are also easy

18 Baudrillard includes in the new values: clean eiean water, silence, and a nice view outside the
window - these are the values that currently rexbia price. A person that has enough money can
afford to buy them; the poor are deprived of th&ee.: J. BaudrillardSpoteczéstwo konsumpcyjne.
Jego mity i strukturyop. cit., p. 59-61.
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to manipulate by means of advertising. These coessiispend a lot of time
in shopping malls, they are young and come mairdgnfsmall towns, they
are work in administration or are skilled trade kess?° The fourth group is
called the "deficient consumer" - this group in@dadhe elderly, the poorly
educated and those who are financially not very ofef*

Due to age and education, all of the respondesgsnsto belong to
the second group - the consumer proletariat.

The heart of the world of consumption are shoppmnglls that
George Ritzer calls the "temples of world of conption” because they very
often play the role of a substitute for holy plazgesonsumption society

Modern shopping malls are visited by crowds ofstomers who can
in one convenient location meet all their need® -sdopping, eat Sunday
dinner, go to the barber, bring things to the laynteave their children at
the play area where, for a small fee, professignadiined specialists take
care of them. Because of the great role that singpmialls play in the world
of consumerism the first question of the questimenaas concerned with
the amount of time spent by students in shoppingsma

40% of the Slovak students stated that they fretgaea shopping
center once a week, 45% visited a shopping malalee they need to go
shopping. Only 9% were at a shopping mall every, dayl 4% stated they
visit a shopping mall once a month. Only 1.4% aekedged that they
avoid frequenting big shopping malls. 85% of thedsnhts polled regularly
visit shopping malls.

48% of the Polish students declared frequentirgpgimg malls for
the purpose of shopping, 25% go once a month ig ahopping center, and
14% avoid frequenting shopping malls all togetH8% did not provide
answers to the question. In total, 73% regulargited a shopping mall and
are influenced by its realify/.

The level of development of consumption societySiovakia is
different than in Poland and during the researdivigicin Slovakia | was
able to confirm this. The differences between Pdland Slovakia are quite
profound, but | was also able to find some sintilesi

20 See: M. Gornik — Durose, B. Mroz, A. M. Zawadzkaakoiczenie. Wspolczesna oferta
supermarketu szegtia — nowe zjawiska w zachowaniach konsumenckich. fosdjg
interdyscyplinarny w: red. M. Gérnik — Durose, A.M. Zawadzka, ,W sumarkecie szg#cia. O
réznorodndci zachowa konsumenckich w kontégie jakaci zycia”, wyd. Difin, Warszawa 2012, s.
340-341 (s. 321-345) compare: MANIA KUPOWANIA, CZYLIO POSTAWACH
KONSUMENCKICH POLAKOW, CBOS, BS/5/2011,
http://www.cbos.pl/SPISKOM.POL/2011/K_005_11.PDB,d2.2015.

2l See: 7. BaumarPlynna nowoczesné, ed. Literackie, Krakow 2006, passim.

2 See: G. RitzefVlagicznyswiat konsumpcjiop. cit., passim.

2 The get results are consistent with the resulth@fCBOS from 2011. Big shopping malls displace
small shops. See: ,Mania kupowania czyli o postdleansumenckich Polakéw, CBOS, BS/5/2011,
http://www.cbos.pl/SPISKOM.POL/2011/K_005_11.PDB,d2.2015.
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The working hypothesis was that Slovak society m@isundergone
the processes of commercialization, marketizatiorglobalization as deeply
as Polish society, and this was confirmed and ieeriby the survey. Slovak
society has not been as deeply commercialized leshPociety.

The next hypothesis was that in both societieslisi and Slovak —
similar changes in the perception of values hasumed and currently
material values play a more important role. Buthia Polish society material
values seems to be more important than in the lsweiety. This was quite
easy to see from the results of my questionnaire.

During the research a hierarchy of the values had tounger
generation in Poland and in Slovakia, as well as dimilarities and the
differences in the dominating hierarchies of thiiga became clear.

The Slovak students visit shopping malls more roftean Polish
students. The reason for this difference may be tduthe fact that the
students live in cities of different sizes. Theiops$ they have as to how to
spend their free time are also different. Krakowa isultural city and what it
has to offer is much more diverse. The shoppind ma\litra is one of the
few places where students can spend their free. fithis is probably the
reason why students consider the shopping centan atiractive place.

There is no difference in using the Internet. Raish and Slovak
students spend a lot of time on the Internet (arame of four to five hours
per a day). This is a lot of time and it certaintyst affect the amount of
time spent in personal contact with others. Howetlee Slovak students
spend a lot of time meeting with their friends dahily. The Polish students
are not as family-oriented.

The differences are obvious to see in the hieyahvalues that
students have to choose among. They were givetefuwvalues and were
asked to put them in order of importance to thenvatue. This is this
hierarchy:

Slovak students Polish students
1. Family Family
2. Health Love
3. Love Health
4. Friends Freedom
5. Freedom Friends
6. Work Peace in the world
7. Money Work
8. Peace in the world Good appearance
9. Comfort Money
10. Prosperity Prosperity
11. Have fun Comfort
12. Healthy eating Good eating
13. Good appearance Healthy eating
14. Good eating Have fun

For both Polish and Slovak students, family appear the number
one value. 25% of Polish students seem to underskenfamily as “Me, my
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parents and my partner (wife, husband)” — they alowant to have children.
100% of the Slovak students want to have their tammly with no less than
two to three children. For both groups love, heditbedom and friends are
very important — those values following after famirhe next section shows
the differences. The importance of money and warldifferent for the
Polish and Slovak students. For the Slovak studerdsey and work are
much more important then peace in the world. FerRblish students peace
in the world is much more important then money amik. But having a
good appearance is important for them than workamney.

In fact neither list of the values presented by shudents is typical
for the world of consumption. The problem is thattbof the lists contain
declared values rather than those practiced.

The next hierarchy of the values:

Slovak students Polish students
1. Intelligence Intelligence
2. Good manners Knowledge
3. Knowledge Good manners
4. Sense of humor Sense of humor
5. Use of the proper language Good appearance
6. Good figure Good figure
7. Good appearance Use of the proper language

Again we can see some differences in importancevalties.
Intelligence is in first place for both. The secaadking for Slovak students
is the good manners (good manners are so impontar8lovakia that
university students have the option of taking lessm this matter at the
university and they are also an obligatory partleftures). For Polish
students knowledge takes second place. The higraoththe values
delineated by the Slovak students is not typicat tbhe world of
consumption. It may be concluded, that Slovak s¢gde still attached to
traditional values.

The hierarchy of values delineated by the Polisidents, however,
exhibits the typical values for the world of constion (i. e. a good
appearance and figure) and are more importanhimtthan for the Slovak
students.

The results of the questionnaire shows that Slosakiety is
definitely less dominated by the principles andesulof the world of
consumption than Polish society. This was the Hymt and it was
repeatedly confirmed by the research. For the XKlmstadents the most
important value is family and to have a family béir own with no less than
two children is the dream of all the Slovak studemho participated in the
research. 25% of the Polish students did not wariave any children and
own family. Polish society seems to be becomingcgesy of singles.
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A In terms of religion the results of the questiaime coincide with
the research hypotheses. More than 37% of the Sktvalents declared they
were not engaged in the life of the church or ia thligion. Among the
Polish students of the Pontifical University of ddkaul Il in Krakow more
than 10% were not engaged in religion any way.

Project objective

The aim of this project was to view the issueshaf marketization
and the commercialization as they present themsetvélovak and Polish
students from a philosophic viewpoint. A possib&ason for increasing
marketization and the growing role and meaning oheay are changes in
social attitudes, changes in the perception of ejaland the increasing
tendency of individuals to isolate themselves fremciety. The reasons for
the expansion of consumerism and consumption goalsb include many
different crises occurring in contemporary rea(ityisis of authorities, crisis
of conception of the world, secularization).

The life of a contemporary man is concentratedraterial goods.
The human being is surrounded by a number of goslish all seem to be
within reach if only one has money. Polish socledg a strong desire and is
willing to work very hard to satisfy their ever-gvimg material needs.
Slovak society (as the results of research showdsis willing to work very
hard, often without being able to rest, in ordesatisfy their material needs.
Slovaks really appreciate time to rest and famityet Poles are willing to
sacrifice everything for profit. These survey résipaint a sad picture of
Polish society as one that is focused on matesahles and lacks family as
an important value.

Specific research project hypothesis
The following specific research project hypothesss verified:

* Increasing development of capitalism and marketihgnges the socio-
ethical condition of people and the socio-politiczdlity of their lives.

* A consumption society appears as a result of tdogreal progress, new
opportunities and general economic growth, whickelated to a change
in the conception of the world and life objectives.

» Economic thinking replaces ethical thinking, ecogoovertakes ethical
notions and changes the understanding and hierafdhg values

» Commercialization also changes roles played by woarad man in the
society, roles become blurred, and the family ugdes many changes;
these changes are bigger in Poland, and smalteeiSlovak Republic

» Market triumphalism leads to changes in the sooidipal structure of
the democratic state (economization of politicdfure, education, and
religion) — it is quite easy to see in Poland, indhe Slovak Republic; the
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Slovak people like to have free time and do nat bi& work without any
breaks (work on the weekend etc.)

» Change of the role of religious cult — this beconaepart of people's
tradition, a deep understanding of symbols disagpehis phenomenon
is easy to see both in Poland and in the SlovaluBep The religiosity
of the common people is changing and disappearing.

* Changes in understanding of basic social valuesesaubureaucratic
growth and formalization of the areas of life, whigp till now have been
based on values (such as trust). This is validHoland but not for
Slovakia, because in Slovakia the family is muchrsier than in Poland.
To have my own family is one of the most importaneams of the
Slovak students, but not for the Polish students.

» Attempts to escape the society of consumption s iidifficult, as it
requests a change of the conception of the worltl aility to share
material goods with others. In the Slovak Repubhlave observed how it
works in the social protection of the working pempThis protection
(much stronger than in Poland) may protect the wisokiety against the
development of a consumption society. But it depewth business
owners.

Conclusion
The condition of society in Poland is worst thée ttondition of

Slovak society. In Poland consumption is more dgyad than in Slovakia.
The reason for this is that Poland is bigger arahemically more viable for
foreign business. Also the national character effibople is very important
for the development of consumption society. Poligople want to have
everything that people in Western Countries have $lovak people seem
to be calmer and less greedy.
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Abstract

In today’s work organizations, managing technoleggnd its role in
organizational processes — attracts great attedtiento its core significance
for the success of the organization life as a whadte attempting to
understand technology-related organizational chamgeolving complex
interactions between management, technology andn@ation structure,
one should not interpret it as solely the adaptgimcess of organizations to
the impact of the technology itself instead orgatianal actors’ intervention
in shaping the direction of technological changberé has been a long
debate between economists and organizational sgtsvlabout the analysis
of technological change. When the literature isewed, the most crucial
result that emerges is the interdependence of tdéopical change on many
subjects and thus its complexity. It is not onlgttbhange is solely driven by
technological and competitive pressures, but dlss influenced by social
and political factors. Additionally, organizatioage inherently in a constant
state of change behind their stable appearancén®bxgical change is the
product of this chronic unpredictability and uneérty of organizational
life; therefore, it is as well a very complex andcartain process. This
volatile and multifaceted nature of the change esscs the challenge that
demands a greater emphasis on non-technical aspkedtsin this paper,
people in organizations are the starting pointiszwks inherently complex
and uncertain nature of technological change psowath reference to case
studies in the context of the political nature loé brganizations. Instead of
assuming that technology-related organizationalnghais mainly an
adaptation to ‘the inherent and unavoidable requargs of technology’ as
in the case in technological determinism, it isgasgied that strategic choices
within adopting organizations and negotiation psses between dominant
coalitions and other organizational actors affbet drganizational outcome
of technological change. This further indicates tim@ortance of the idea
that there is no best way for all organizationfieathere are organization-
specific ways for each due to the variance in thkaitures, structures and
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power relations. The stress will be on the argunthat technological
change, far from being an ‘event’, is a social guditical process and
divergent stakeholder interests within organizaishape the outcomes by
their strategic choices, decisions and negotiations

Keywords: Technological Change, Strategic Choice, Managiechnology

Introduction

In today’s work organizations, managing technoleggnd its role in
organizational processes — attracts great attedtiento its core significance
for the success of the organization life as a whadte attempting to
understand technology-related organizational chamgeolving complex
interactions between management, technology andnaration structure
(Scarbrough and Lannon, 1988), one should notpreerit as solely the
adaptation process of organizations to the impadhe technology itself
instead organizational actors’ intervention in shgpthe direction of
technological change.

There has been a long debate between economdtsrganizational
sociologist about the analysis of technologicaingea While the former tend
to perceive technology as an independent varialdegiven constant — and
technological change as a rational goal-directeidigg the latter emphasize
the socially created nature of the change procelssrran interpretation —
following an ‘idiographic approach’ (Willman, 199R®icLoughlin, 1999).
While, from one perspective, the inspired invenioreovators are credited
for technological innovation that is perceived &ng inherently a chance
and spontaneous event (Rhodes and Wield, 1996;mfarstand Anderson,
1986), from a different approach, the complete @sscof technological
evolution and change is analysed in the conteitt@firgument that whether
it is the ‘push’ from technology or the ‘pull’ fronmarket that trigger
innovation and thus change (Rhodes and Wield, 1988;oughlin and
Harris,1997). Another debate is on whether techyiobd change process is
concluded once a product is being applied sucdéggiithe market place or
the technological innovation continues during tifeugion of innovations as
suggested by ‘innofusion’ paradigin(McLoughlin and Harris, 1997: 5).
From this short literature review, the most crucedult that emerges is the
interdependence of technological change on manyestsband thus its
complexity. It is not only that change is solelyvén by technological and
competitive pressures, but also it is influencedsbgial and political factors

4 This notion has been raised by James Fleck imtisle ‘Innofusion or Diffusation: The
nature of Technological Development in Roboti€¢$987), Department of Business Studies
working Paper 87/9 Edinburgh University (cited incbughlin and Harris, 1997). The
further discussion can be read from there.
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(McLoughlin and Harris, 1997: 6). Additionally, @izations are inherently
in a constant state of change behind their stagpearance. Technological
change is the product of this chronic unpredicigbi&nd uncertainty of
organizational life; therefore, it is as well a yegzomplex and uncertain
process.

This volatile and multifaceted nature of the chamgyocess is the
challenge that demands a greater emphasis on obnital aspects of it
(McLoughlin, J.et. al, 1999). According to Harold Leavitt (Leavitt, 1965
Huczynski and Buchanan, 2001: 449), organizati@igéctives, company
structure, people and technology are highly inteetielent in addition to the
dynamic interaction between them therefore anyaldei can be a starting
point to analyse the suggested linkage. In thispgmeople in organizations
are the starting point to discuss inherently comp@led uncertain nature of
technological change process with reference to sagbes in the context of
the political nature of the organizations. Insteddssuming that technology-
related organizational change is mainly an adaptatd ‘the inherent and
unavoidable requirements of technology’ as in thsecin technological
determinism (McLoughlin and Clark, 1994: 41; Gramd Woolgar, 1997), it
is suggested that strategic choices within adoptimganizations and
negotiation processes between dominant coalitiodsagher organizational
actors affect the organizational outcome of teobgicel change
(McLoughlin, 1999: 73). This further indicates tmeportance of the idea
that there is no best way for all organizationhieathere are organization-
specific ways for each due to the variance in thkaitures, structures and
power relations. The stress will be on the argunthat technological
change, far from being an ‘event’, is a social guditical process and
divergent stakeholder interests within organizaishape the outcomes by
their strategic choices, decisions and negotiations

The Image of Organizations as Political Systems

Analysis of organizations as inherently complexd amalysis of
organization-life as occurring at multiple leveladasubject to different
viewpoints endorse the image of organizations dgiqad systems. This
political metaphor stems from the ‘diversity ofergsts’. The orientation of
different people toward different aspirations proeki a great variety in the
way they act causing tensions and conflicts that arthe centre of the
political activity (Morgan, 1997: 162). If the vals, interests or ideologies
overlap at some point, diverse stakeholders (masag®erkers, shareholders
etc) form coalitions to cooperate. As a result, orgations become a shelter
for many coalitions with multiple goals in contrasi the view that
organizations pursue a common rational goal (Mord887: 166). In such a
perspective, conflict is always will be presenthintan organization since
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there is duality in the sense that collaboratiod eompetition are required
by organization simultaneously (Morgan, 1997: 2T®)en, in this approach,
power can be attributed the importance of beinghadium through which
conflicts of interest are ultimately resolved’ (Man, 1997: 170) and it is
used as a means by management in their quest éoright balance in
organizational outcomes of technological change L@dghlin, 1999;
Pettigrew, 1973). Nevertheless, power does notirestable as well as the
organization in which it is exercised. Variablesoofanizations change and
evolve and so does the power. It changes hands thieesources of power
such as control of technology or people changeaAsgsult, attaching to
technological change a political nature discar@svilew that assumes it as a
constant and simple practice exercised by an abgand external force.

Strategic Choice and Politics of Organizational/Teanological Change

The ‘strategic choice’ concept was originally deped by John
Child (1972) as a ‘corrective’ to the argumentst thliessed situational,
environmental or operational factors as influencdsmat determine
organizational structure and change. The aim of skmtegic choice
perspective was:

“...to highlight the key role played by organizatmolitics and
divergent stakeholder interests in shaping orgatnre where external
factors are regarded not as determining, but rathes contextual
referents for decision-makers when designing organizationsd a
establishing their purpose (e.g. type of technologgd), defining salient
features and even when shaping elements of theoemeént and by
selecting and interpreting the criteria through wihi organizational
performance is assessed.” (McLoughlin, 1999: 71)

Thus, the emphasis is on the role of the strateginagerial choice
influencing the outcomes of the change in work orzgtions through an
essentially political process rather than technplag being an independent
variable itself. This argument is quite clear ie ttase of PowerDoc in which
a new office technology with more advanced netwfaiilities in word
processing was introduced by the data processingages (technical
specialist), however, followed by unintended conseges although it was a
technical success (Harris, 2004). PowerDoc casbdearsed to illustrate that
different decision makers have different referepoets and thus the new
technology is open to different interpretationsnigea political process. The
data processing manager promoting his operatioieal wf the situation at
the expense of informational, strategic and lablojeaives put the non-
technical components aside preventing the overgiarozational success.
Relatively similar conclusions may also be derit®nn the case of Central
Linen Service (Dawson, 1994: 123-141). Besides importance of
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participative management and employee involvemertiheé change process,
Central Linen Service case highlights that the tesgia decisions and
political dynamics have further influences in implenting and developing
the new technology, as with the PowerDoc case.

Given the concept of ‘strategic choice’, why pautar choices are
made and by who shall be discussed as a next <tduwjed. (1972) answers
these questions in the context of the term ‘deoisiakers’ and the
‘dominant coalition’ concept. They refer to anotheation — the ‘power-
holding group’ in the sense that in organizatiowsvgr is not distributed
equally in the hands of the actors signifying dféential access to decision-
making’ which, in return, can be seen as a politigpeocess since its
dependence on the goals and interests of orgammzdtactors (Child, 1972:
13). Although dominant coalitions normally initiaggrategic choices as
argued, this does not necessarily mean that tHesiees are not subject to
adjustments by the other members of an organizaf©hild, 1972;
McLoughlin, 1999). Indeed, there may be circumstanehen there is more
than one power-holding group that create conflt aompetition within an
organization (Child, 1972; McLoughlin and Clark,9%9.

Wilkinson (1983: 18) further modifies the argumehtChild (1972)
in the sense that managers are ‘creative medidtenseen potential and
actual technology’ rather than being passive ‘magses’ of technological
requirements (McLoughlin, 1999: 77). Individual ragers have certain
assumptions, values and different interests inotiteomes of technological
change therefore; they may not always act in tterest of senior managers
and the overall company goals. In other words, tmeygliate and influence
the processes in organizations. All taken togethigranizations may well be
seen as the juxtaposition of management choicepatitical negotiation
process with other organizational actors (McLoughli999: 72).

Besides, Child (1997) enriches his original argomby himself
regarding that strategic choice analysis, instehdirawing a sharp line
between organizational agency and organizationalr@mment, sees the
overall process as an ‘interactive’ one in the setlgt latter imposes
constraints upon organizational choices as wethasformer responding to
the environment with its own subjective definitio@onsequently, strategic
choice perspective presents a dynamic rather thasta@c view about
organizations bounded by their environment buthat $ame time impact
upon that environment (Child, 1997: 60).

The Process of Technological Change

The development of strategic choice/organizatiquuéditics approach
has challenged the technological determinism viewthe favour of a
processual one with indeterminant outcomes. Witkin§l983) contributed
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to Child’s (1972) initial theory by arguing thatethdesign, choice and
introduction of new technology in organizations &ighly dependent on
political decisions and thus can be conceived apracess involving
persuasion and negotiation. This process, accortting/ilkinson, can be
fragmented and during each distinct stage, ‘clijoactures’ occur which
provide the room for management, unions and wockfoio make and
contest strategic choices effecting the outcomesatinological change.

This focus on the processual nature of technoddgicange has given
rise to many attempts to model the key stages afigh (McLoughlin, 1999;
McLoughlin and Clark, 1994). While Wilkinson is laleéng the process into
three stages concerning the choice, implementatsond debugging of
technology (Wilkinson, 1983; 21), others suggese fstages — initiation,
decision to adopt, system selection, implementasiod routine operation
(McLoughlin and Clark, 1994: 59). However, it shibible stressed that

“Although sequential in analytical terms, in préas
organizations may ‘regress’ to earlier stages ohabit two or more
stages simultaneously. Moreover, the notion ofge$a of change is open
to and shaped by the interpretations of organizaloactors. ... At the
same time, (the nature of the change process) ..I reifllect
organizational specific characteristics of the camit of the change itself
and the organizational context and wider contextwimch change takes
place.” (McLoughlin, 1999:74)

In a further attempt to capture the dynamic andtifaceted picture
of change, Pettigrew (1985; 1990; 1992) signifies heed to locate it in
past, present and future time. A stress on the iitapoe of ‘interconnected
levels of analysis’ could be taken as suggestiag tthe quest for a singular
cause for change is likely to fail. Pettigrew (198990; 1992) views the
change as developing from a mixture of choices eawgses that evolve
through time. Adopting the similar terminology tmadyse technology-
related organizational change specifically, Daw$b®94) proposes three
determinants of change — the substance (the sodle@pe of change), the
context (past, present, future and internal, exi¢rand the politics (within
and outside the organization).

In the context of the above arguments, it is reabte to assume that
the technological change is a continuous, politesal unpredictable process
rather than being an ‘event’. Disputes, ambiguitgl power are at the centre
of the organizational life, which witnesses thesiptay of multiple variables
of context, substance and politics. Regarding therpretative process of
technological change, it may also be suggestedhdurthat, as Dawson
(1994) also argues, there is no best way for glanizations rather there are
organization-specific ways for each. This last anrgat is also apparent in
relation to the Bank of Scotland case (Scarbrough lzannon, 1988). The
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case answers the question that why some orgamsatio better than others
do by underlining ‘the importance of historical antganization specific
factors in shaping a company’s approach to the gemant of innovation’
(Scarbrough and Lannon, 1988: 258).

Conclusion

Managing technological change in organizatiorsbisut managing a
complex, non-linear, dynamic process. It is a trutkat change is uncertain
by definition, thus any consideration attempts ¢ousnize it should be
tempered by recognition of this uncertainty. Thguanent in the paper draws
on the fact that technological change, far frormgein ‘event’, is a political
process and divergent stakeholder interests wibhganizations shape the
outcomes of this process by their strategic choicescisions and
negotiations. Attaching to technological changeodtipal nature discards
the view that assumes it as a constant and simnptegs.

Strategic choice perspective instead of regartiognology itself as
an objective and external force in shaping theauts of change highlights
the process of choice and political negotiationMeein dominant coalitions.
Besides, as Child (1997) argues further, therenisinderaction between
organizational agency and organizational envirortnmerthe sense that the
latter imposes constraints upon strategic choicaderby members of the
organization as well as the former responding ® éhvironment with its
own subjective definitions. Consequently, strategimice/organizational
politics perspective captures the interactive ammmmex nature of
organizations that are bounded by their environnientat the same time
impact upon that environment. By doing so, it afradles the technological
determinism view in the favour of a processual ovith indeterminant
outcomes. Various interpretations of the actor®rganizations shape the
stages of the change process reflecting organimdtgpecific characteristics
of the content of the change itself and the orgatiomal context and wider
context in which change takes place. Therefomraay well be suggested that
one best way is not possible for all organizatitmgnanage technology-
related organizational change rather there arenargon-specific ways for
each. A further attempt to capture the dynamic mnudtifaceted picture of
change comes from Pettigrew who signifies the neelbcate the change
process in past, present and future time througlthwh evolves with a
mixture of choices and causes. The above argunagatall apparent in the
cases of PowerDoc, Central Linen Service and Bdircotland illustrating
the range of factors that may impede, hasten aageskechnology-related
organizational change.

Nevertheless, recognizing that there is no seceréinty instead
there is ambiguity and subjectivity in every regpéchould be bear in mind
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that this is not the complete story of technologed@gange. To be clear, no
knowledge is determinate since there are sevetarpiretations of its
meaning. Hence, there may well be many other stooigustify the complex
and uncertain nature of technological change. Hewethey are left out in
this paper to be analyzed in a further researehnmore detailed way for the
benefit of concentrating on the political/strategjide of the change process.

In conclusion, the outcome of technological chaisgevague picture
painted by many artists simultaneously and infleghby the mood and the
creativity of each. The picture is coloured withoes and negotiation; at
the same time, it is darkened with political pow&ays. The end picture, as
expected then, is highly multifaceted and open amyninterpretations and
thus to a further change.
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Abstract

Among the countries In the Middle East, Turkeytli®e second
country that has the most biblical sites afterdbrt is called as “The Other
Holy Land” because of this reason. The land of &yrkwhich is bounded by
the Mediterranean, Aegean, and Black Seas is egfesis Asia Minor or
Anatolia in Biblical reference works. Asia Minor Anatolia as mentioned in
history or the present day Turkey is important@tristianity to understand
the background of the New Testament. Approximatelg-thirds of New
Testament books were written either to or from chas in Turkey. The
three major apostles; Peter, Paul, and John eithieistered or lived in
Turkey. Turkey’s rich spiritual heritage startstaé very beginning in the
book of Genesis. Konya or Iconium as mentionedigtory is one of the
important cities of Turkey in terms of its histai@nd cultural heritage. It's
a city that has an important place both in Chnstad Islamic world, even
in history and present day. Although Konya is faswéaday because of its
Muslim mosques, its theological schools and itsneation with the great
Sufi mystic Celaleddin Rumi; better known as Mewlathe 13 century Sufi
mystic, poet, philosopher and founder of the Mewlexder of whirling
dervishes, Konya has a biblical significance siitc@as mentioned in the
New Testament as one of the cities visited by Apd3aul. In the first years
of Christianity, St. Paul visited the city in threé his missionary voyages.
Iconium, Lystra and Derbe are some of the New Testd Sites in Konya.
In this study it has been aimed to reveal the ialig tourism potential of
present Konya in terms of its biblical significarfoe the Christian world. In
line with this purpose, the study starts with aebrhistory of Konya,
continues with the biblical significance of the yciand gives detailed
information about Christian sacred sites (New Trestat sites) in present
Konya. In the end of the study, the religious tenripotential of Konya has
been argued.

Keywords: Konya, Iconium, Lystra, Derbe, Kilistra, Sille
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Introduction

Christianity was born on the lands currently knoasIsrael and it
has spread to Europe and the rest of the worldigfirédnatolia and has lived
its growth period here (Yenipinar, 2002). For théason Turkey is the
second country after Israel in the number of thaidal sites to offer to
Christian pilgrims. Mount Ararat where the Noahik & believed to landed
IS a mountain in eastern Turkey. Saint Peter's fsistle addressing the
suffering Christians scattered throughout Pontusdatiz, Cappadocia, Asia
and Bithynia went to Turkey. Saint Paul was borrehe Tarsus and most of
the cities he visited during his missionary joumiegre in Turkey. The
Apostle John lived in Ephesus of Izmir today. Atke Virgin Mary, mother
of Jesus is believed to be buried in Ephesus. s fleeding persecution
in the early centuries found shelter in Cappadatiaentral Turkey. They
carved the rocks and built frescos, carved archwagstismal pools, dining
tables and living quarters. Christians also sebayses in underground cities
(Zoba, 1998: 43-48). The first Ecumenical Consuswathered in Iznik in
325 AD, and Christianity had been declared as ffieia religion of the
Roman Empire by the Emperor Constantine in Istarfigehipinar, 2002).
After this date all the Ecumenical Consuls betwdenlIVth and the Vllith
centuries gathered in Iznik, Istanbul, Ephesus Kadikdy. The saints who
had lived in the first years of the Christianitydaconsidered as the fathers
and mothers of the Christian ideology and ritusded in Anatolia. There are
hundreds of churches in the Thrace and Anatolid.t8day many of them
need restoration. Christianity reached Europe afieing propagated in
Anatolia and it is not possible to find pieces df @and worship places of
Christianity in Europe which are as old as thosésteyg in Anatolia
(Bartholomeos 1, 2002). The Seven Churches of Ré¢esl, also known
as the Seven Churches of the Apocalypse or thenSekarches of Asia are
seven major churches of Early Christianity, as moaed in the New
Testament Book of Revelation are within the bouredaof Turkey. These
historical data makes Turkey a center of attractoorthe Christian world.

Unlike Islam, Christianity does not have a singlestination for
pilgrimage. For a Christian, being a pilgrim meaesg on the path of God.
To become a pilgrim one doesn’t always need to @ahe Vatican or
Jerusalem. Visiting the places where prominenttsanmeligious leaders and
theologists lived is considered as sacred. Walltiegroads that they walked,
breathing the air that they breathed is the wayefoming a pilgrim in
Christianity. Therefore bearing the footprints oamy saints and leaders in
its biblical sites, Turkey has an outstanding pb&trior Christian pilgrims
(Yenipinar, 2002). The New Testament sites in Tunk&h modern Turkish
names are; Adramyttium (Edremit), Antioch (Antakya&3sos (Behramkale),
Attalia (Antalya), Bithynia-Nicomedia (Izmit), Niee(Iznik), Cappadocia-
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Caesarea Mazaca (Kayseri), Cilicia (Kilikya), CrsduColossae (Honaz),
Derbe (Ekinozu), Ephesus (Selcuk), Euphrates Riveat Nehri), Galatia,
Haran (Harran), Hierapolis (Pamukkale), Iconium riia), Laodicea
(Denizli), Lycaonia, Lycia (Likya), Lystra (Hatunsg), Magog (Lydia?),
Miletus (Milet), Myra (Kale; Demre), Mysia, Pamplg Patara (Ova), Perga
(Perge), Pergamum (Bergama), Philadelphia (AlageRinrygia, Pisidian
Antioch (Yalvac), Pontus-Amisos (Samsun), Sardisar)S Seleucia
(Samandag), Smyrna (lzmir), Syria, Tarsus, Thya(®khisar), Troas
(Dalyan) and Trogyllium (Turkey and the New Testathe

Iconium or the modern Konya is one of the largésts of Turkey. It
is a centre of attraction for Muslims with its masg, theological schools
(medrese), tombs and most importantly with Mevidhaseum or Mevlana
Tekkesi. This is a former monastery of the whirlohgyvishes. Konya is an
important destination of faith tourism for Muslimmgt for pilgrimage but for
those who want to visit the city, pray to Mevlanadawatch the Sema
Ceremony which is a ritual of Mevlevi order. As has$ its potential of faith
tourism for Muslim tourists Konya is also importdot Christians because
of its biblical significance.

Iconium and nearby destinations Derbe and Lysteatlaree of the
New Testament sites mentioned above. These cifiendent times are
important for Christianity because of Saint Paw@ulRhe Apostle originally
known as Saul of Tarsus was an apostle (thoughonet of the Twelve
Apostles) who taught the gospel of Christ to thstfcentury world. He was
born at Tarsus in Cilicia (Acts 21:39), of a fatlvémo was a Roman citizen
(Acts 22:26-28; cf. 16:37). Cilica was a regionswutheast Asia Minor, on
the Mediterranean Sea. He was a Jew, known duis@drly years by the
name of Saul. He is considered as one of the nmogorntant figures of
the Apostolic Age. In the mid-30s to the mid-50&€ founded several
churches in Asia Minor and Europe. Paul's greatieag@ment was to
take Christianity from Jerusalem throughout thetexasprovinces of the
Roman Empire and finally to the capital itself (Adk, 2014: 4). The period
of twelve years between 45 and 57 AD was the naisteaand fruitful of his
life. It comprises three great apostolic expedgioAll of them started in
Antioch and invariably ended in a visit to JerusaldThe Catholic
Encyclopaedia). Paul visited Iconium, Derbe and tlaysduring these
missionary journeys. For those Christians who viargeek for the footsteps
of Paul and become a pilgrim, Konya is offering ciemtial with its New
Testament sites, churches and monasteries. Isttidy, Iconium, Lystra and
Derbe have been investigated to reveal their @bBgnificance, so that the
potential of faith tourism in Konya for Christiarond.
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Konya in History

In the references of ancient history the nameéefdity is mentioned
as “lkonion”. It is one of the cities of Asia Mindrearing the same name
since time immemorial. The name Ikonion was writ@® Iconium in
Romans, Toxovio in Byzantines, Yconium, Conium,nStama or Cunin in
several crusader references and Cogne or Cognanme diterary work.
Konya is mentioned as Conie, Konieh or Konia inalgslwestern literary
work (Halici, 1984: 9-10).

It's revealed with the results of excavations Alidia Hill, Beysehir-
Cukurkent Village Ruins and Cumra-Catalhoyuk thatona and
surroundings existed in Neolithic Age. Catalhoyaked to 6000 BC shows
that Konya and surroundings developped in Bronze. Atpe Hittite Empire
established in 1900 BC dominated also in Konya a&uwdroundings.
Phyrigians and then Lydians dominated in the afta Hlittites. In 546 BC
The Persian Empire invaded Konya and reigned @38 BC. After then
Salafi, Pergamons and in 133 BC Roman Empire carduhe city (Halici,
1984: 9-10). In Romans period Konya and surrourglimgs a city of
Lycaonia region known as Iconium. During this pdritconium was an
important city in Asia Minor. During the first yesaiof Christianity (47-53
AD) Iconium was a city visited by Saint Paul, orfetlte Apostles of Jesus
(Onder, 1999: 6).

In 395 BC Lycaonia region and Iconium were donedatby
Byzantine Empire (East-Roman Empire). During thisrigd (4th-11th
century AD) Konya was a small and lesser known ¢(iyder, 1999: 6).
Today there is a catacomb (underground grave) dat&l/zantine period,
5th century AD still exists in city center, neamcaii Medresa. Besides
monasteries in Sille and Karadag are also dateflisoperiod. Aya-Elenia
Monastery in Sille is the most important structtirat still exists today from
Byzantine period (Onder, 1971: 15)

Between the years 704 and 907 AD Konya came urder
domination of Emevis and Abbasids and then Byzasthecaptured the city.
In the second half of 11th century Turkish invasionAnatolia started
(Onder, 1971: 16-17). In 1074 AD Anatolian Seljuknfiire established.
Konya became the capital of the empire in 1097 Ald atayed as capital
untill the collapse of Seljuks (Halici, 1984: 10) turizm envanteri, 1997:
12). This period was the most magnificent time«ohya in history (1984
Sonrasi Konya, 1988: 33). Konya became a city @nae and culture with
immigration of scientists, poets, artists and sséholars from Asian
countries during the period of I. Alaeddin Keykub@220-1237 AD).
Mevlana and his father Bahaeddin Veled came to aity settled in here
with the invitation of I. Alaeddin Keykubat. Durintpe period of Seljuks
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madrasahs, mosques, caravansaries, hospices amdahanwere built in
Konya (1984 Sonrasi Konya, 1988: 33).

In 1243 when Seljuk army was defeated by Mongbés military
power of the empire was hurt and after 1260 theoregame under the
domination of llkhanid Empire. Karamanid Dynastgopaid Konya in 1327
and in 1465 Ottoman Empire annexed the city (Hali®&84: 11). In 1867
Konya became a province of the empire and camédsetdays (il turizm
envanteri, 1997: 13). Today it's one of the biggaeses of Central Anatolia
Region of Turkey.

Biblical Significance of Konya

Saint Paul who is the most significant figure irlg Christianity
after Jesus was largely responsible for focusiegélyacy of Jesus in such a
way that Christianity penetrated the Roman worldcéding to New
Testement, he was born at Tarsus in Asia Minor $42:3) and inherited
Roman citizenship (Acts 22:26-28). Paul claims tietvas raised in a pious
family and distinguished himself as a Jew and paldrly as member of the
Pharisaic party (Phil. 3:5-6). His Jewish name \Basil, but as a Roman
citizen he also get the name Paul (Jestice, 2008). 6

Acts offers three accounts of Paul’'s conversioi€Clwistianity (9:1-
19, 22:3-21, 26:9-23). Paul regarded the early sfian movement a
dangerous and heretical sect within Judaism aretrdeted to stamp it out.
However, when he was on the road to Damascus, ke ahanystical
encounter with the risen Christ and became condirafethe truth of the
Christian message. Paul preached to the Jews offiarm and then spent
some Yyears in seclusion after his conversion (Ag¢tsHe undertook three
missionary journeys to Asia Minor and Greece beggnn about 45 AD
(Acts 13-21) (Jestice, 2004: 676). Paul went frarudalem to the shores of
the Mediterranean, to the middle of Anatolia andaass northern Greece in
his three long and dangerous voyages as a misgioiiiese were the
longest and most important religious journeys miadthe ' Century AD,
covering over 20,000 miles. The largest portiothef journeys took place in
Anatolia which is St. Paul's home ground (A Chastijourney through
Anatolia, http://www.gatetoturkey.com/turkey a_zZealogy/00966/). His
journeys resulted in the conversion of both Jewsl &@reco-Roman
polytheists. He founded churches in major citieph@sus, Philippi and
Corinth for example). He was confident that fronesé urban centres the
gospel would penetrate to the countryside (Jes2id@4: 676).

Iconium or Konya has an important place in thestfiyears of
Christianity, since St. Paul visited the city imet@ of his missionary voyages.
As mentioned in Acts, Paul started his journey fratralia (Antalya) (47-53
AD) to spread Christianity. He first reached to idohia (Yalvac) and then
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to Iconium (Konya) (Onder, 1971: 15). When St. Raarhe to Iconium and
preached here during his first journey, he condedesast number of Jews
and pagans (Vailhé, 1910). In Iconium, St. Pauldtea crippled man and
many people thought that he was God. When he gkthis, he was stoned,
dragged through the streets and left for dead lkybe city walls (A
Christian journey through Anatolia,
http://www.gatetoturkey.com/turkey a z arkeolog@®&/). Because of
the violent resistance of Jews he first moved tarlme city Lystra
(Hatunsaray) and then to Derbe (near Karaman)rwéels St. Paul and his
companions returned to Antiocheia (Antakya). Hstsihelped the spread of
Christianity in this region, so the developmenti@inium as an important
sacred center (Onder, 1971: 15). Today, the amandrDerbe-Karaman is
called "1001 Churches", a testament to the suco&d$3aul's mission (A
Christian journey through Anatolia,
http://www.gatetoturkey.com/turkey a z arkeolog@6&/).

St. Paul and St. Barnabas stayed a while in Ahé@c(Antakya) and
then decided to return to the cities they had etsibefore. But they parted
their ways after a dispute. St. Paul took new cargres on his second and
third voyages, again starting from Antiocheia, bus time on land. Paul
headed via western Anatolia to Assos and Aleksanbibas from Derbe. A
Macedonian man came to St. Paul in a dream to mskdr help, so Paul
and Silas went via Filibe, Athens and Corinth ttn&sus. They then returned
to Jerusalem. The third voyage covered the sanas @® the second. So he
visited Iconium for the third time. During his telg from 48-56 AD, St.
Paul spent the longest time (51-54 AD) in EpheSuaslt is thought that his
letters to the seven churches were written hereP&ul was expelled by
pagan merchants who feared the mass conversiomspieed. Having left
Ephesus, St. Paul set sail from the port of MileétoPatara via Istankoy and
Rhodes, ultimately returning to Jerusalem. The aittbs felt that Paul was
causing too much unrest and had arrested him. El@ his right as a Roman
to be tried in Rome. His final journey took himRome via Caesarea, Sidon,
Myra (Kale-Demre), Knidos (Datca), Crete and MalRaul's missionary
Journeys began in 46 AD and ended with his executidkome in the early
60s (according to the Bible, this was on June 2Bthé same day as St.
Peter). St. Paul is accepted to be the most impo@hristian leader after St.
Peter. His greatest achievement was to blend tbe-¢hrrent Hellenistic
philosophy, Jewish traditions and Christ's teachinglis efforts made
Christianity a religion in its own right, not juah extension of Judaism (A
Christian journey through Anatolia,
http://www.gatetoturkey.com/turkey_a z_arkeolog@6/).

Christianized rather early, the town Iconium wae tscene of a
Council in 235 AD which decreed that the baptismhefetics was invalid.
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Le Quien (Oriens Christ., I, 1067-74) mentionstthsix bishops down to
the year 1721. St. Amphilochius who is the frienfdSt. Basil and St.
Gregory of Nazianzus was the best-known of thedgshThe list might well
be completed and brought down to the present tiarelconium is yet the
centre of a schismatical Greek diocese (Vailhép)91

Christian Sacred Sites (New Testament Sites) in Kga

Iconium, Lystra and Derbe are some of the Newamsnht Sites in
Konya. Iconium (Konya) is mentioned in Acts 13:8%4;1-3-4-19-21, 16:2,;
Lystra (Hatunsaray) is mentioned in Acts 14:6-8219-16:1-1, 27:5 and
Derbe (Ekinozu) in Acts 14:6-20-21, 16:1 and 20:4.

Iconium is an ancient city of Asia Minor, todaytmodern Konya in
Turkey. In history it was at various times in Phayd_ycaonia, Cappadocia
and the Roman province of Galatia. It was visitgdh Paul and became an
active Christian colony in the ™ Century AD (Columbia Electronic
Encyclopedia).

The ancient city Lystra was a city of LycaoniaAisia Minor. Lystra
is the city where St. Paul and St. Barnabas canen ey were driven from
Iconium and started preaching there. The antiqiye loystra is now in
village of Gokyurt from Hatunsaray town of Meransttict of Konya. The
city is in southwest of Konya and 35 km. away frianmVery little historical
ruins have remained from the city to the present dae antique city is a
mound (tumulus) today (Wikipedia- Gokyurt, Meram).

The antique city Kilistra is in 12 km west of Lyt It has been
thought to be used as a fortress of Lystra. Kdisiecame a castle and shelter
city with Lystra’s becoming ecclesiastically impamt. People who lived in
Lystra but escaped from the constraint of the Rorkampire settled in
Kilistra. Even if Kilistra has not been mentionedthe New Testement, it
has been thought that St. Paul visited the citynwewas going from Lystra
to Pisidia Antiocheia (T.C. Kultur ve Turizm Bakagi).

Derbe is another ancient town of Lycaonia in Adiaor. The acts of
the Apostles relates that St. Paul and St. Barndibdghere from Iconium
(Columbia Electronic Encyclopedia). Today the $#ea mound (tumulus)
and it is located in 3 km. north of the villageEKinozu, which is a village
of the city of Karaman. The city was a districtkdnya until 1989 and it is
113 km away from Konya.

Detailed information about these sites and immbrsacred places in
these sites are mentioned below.

Iconium (Konya)

The biblical significance of Konya (Iconium) confesm the Apostle
Paul, as mentioned earlier. During his first miealy journey described in
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the book of Acts, St. Paul travelled through theitlern region of Asia
Minor and spread the Christian Faith in severaksgijtincluding lconium
(Acts 13:51-14:7). (Fant and Reddish, 2003: 229)

Although mentioned in the New Testament as orteetities visited
by Apostle Paul, the ancient city of Iconium an@égant-day the modern
Konya is more famous today because of its Muslinsaues, its theological
schools and its connection with the great Sufi mySelaleddin Rumi, better
known as Mevlana, the T3century Sufi mystic, poet, philosopher and
founder of the Mevlevi order of whirling dervish@sant and Reddish, 2003:
228-229).

The important sacred sites worth to visit in presiéonya are as
follows:

Konya Archaeological Museum

The visitor to Konya will find some of the artitascof St. Paul’'s day
in the ancient city of Iconium in the Konya Archémgical Museum. The
museum is located on Sahip Ata Caddesi. It is smdlldefinitely worth a
visit. In the courtyard there are an assortmensaflptures, sarcophagi,
column heads and inscriptions. For visitors tha iaterested in St. Paul
there are two inscribed stone monuments. Oneimmeastone block with the
name of the city of Derbe; the other is an altanstfrom the city of Lystra
that mentions the city. There are also exhibitomhghg to the Neolithic,
Bronze, Iron, Classical, Hellenistic, Roman and &yme periods in the
interior of the museum. The exhibits include pgttestone and bronze
sculptures, sarcophagi, jewellery and inscriptiofarticularly the %
Century AD marble sarcophagus with beautifully eahgcenes from the life
of Hercules, a Roman-period clay sarcophagus, &dlmaarcophagus with
carved garlands, a"® Century statue of Poseidon and a votive stele
dedicated to the goddess Cybele (the Anatolian emotjoddess) are
noteworthy (Fant and Reddish, 2003: 230-231).

Church of St. Paul

In Konya there has been a small church dedicate¢det memory of
St. Paul. This church was constructed in 1910 lgsis "de I'Assomption”
who came here to spiritually assist the familiestted French community
working in the region. St. Paul's Konya Church msque to this region as it
is still standing after the numbers of Christiaesrg@ased. In this church St.
Thecla and St. Timothy are remembered as wellTB¢cla who is one of
Iconium’s very first converts to Christianity, detened to remain a virgin
out of love for the Lord Jesus Christ. After suiffigr numerous persecutions
she died in Seleucia. She is remembered in thee@athof Milan and her
Saints Day is September 23. St. Timothy was aplesof St. Paul’'s from
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Lystra, who “had a good reputation among the beligvat Lystra and
Iconium” (Acts 16:1-2). He joined St. Paul as a pamon during his
journeys and later was made Bishop of Ephesus. av&i. Paul’s letters to
St. Timothy are included in the New Testament Paul’'s Church, Konya).

St. Thecla and St. Timothy are two of the FirshfQey saints from
Iconium. Others include Conon and his twelve-yddrsmn, martyrs (29/5);
Terenzius, Bishop and martyr (21/6); Appoloniugjctied martyr (10/7);
Marcianus martyr (11/7); Curonotus, Bishop and yrat2/9); Trifenna and
Trifosa, both disciples of St. Paul after St. Théclexample (10/1);
Anfilochius, Bishop and companion of Sts. Basil &ategory Nazianzas
(23/11) (St. Paul’'s Church, Konya).

Today Church of St. Paul with its French Gothicaide, offers
hospitality to groups of pilgrims travelling thetpa of St. Paul in Anatolia.
The Church is still standing thanks to the concemd oversight of the
Bishop of Izmir/ Konya and to the presence of twsident Sisters from the
"Fraternity Resurrected Jesus" in Tavodo, Trentaly.! Today's small
community of Catholic Christians gathers in the €€huwnce a week to pray
and listen to the Word of God as transmitted byApestles in their endless
love for our Master and Lord, Jesus Christ (End2€€8: 25), (St. Paul’s
Church, Konya)

Mevlana Museum, Theological Schools (Medrese) andddques

The most popular site in Konya is the Mevlana Muser Mevlana
Tekkesi. This is a former monastery of the whirlohgyvishes, recognizable
by its attractive fluted dome of turquoise tilesieTMuseum is visited by
tourists and by faithful Muslims who come to prayMevlana. The building
served for several centuries as a centre for oxligart, literature and music.
Today it is a museum and mausoleum containingdimds$ of Mevlana, his
father, his wife and children, and several impdrtagligious and civic
figures. The museum contains personal items of Mevland various
illuminated manuscripts, musical instruments, fun@, carpets and other
artifacts (Fant and Reddish, 2003: 230-231). Theseum is in the city
centre of Konya.

In Konya there are also many Seljuk, Karamanid @ttbman
mosques, theological schools (medrese in Turkiad)tambs. Even though
they have no connection to the Bible or the Biblisarld they are well
worth a visit. Among these the Ince Minare Medre@ée medrese with the
slender minaret) which has a fluted minaret deedratith red and blue
glazed tiles and is now a museum of Seljuk wood stode carvings. The
Sircali Medrese (the glazed Medrese) was built242land now houses a
museum of Seljuk, Karamanid and Ottoman tombstofiéd®e Karatay
Medresesi, founded in 1251, presently containsgelaollection of beautiful
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Turkish ceramics and tiles from the"® the 18 Centuries. The Alaettin
Camii is the largest Seljuk mosque in Konya, whosestruction began in
1155. The Sahip Ata Kulliyesi, is a 1&entury complex consisting of a
mosque, a mausoleum, a monastery and baths (FaReddish, 2003: 230-
231).

Sille

Sille is a settlement in 8 km northwest of Konyae history of the
settlement dated to ancient times. Settlement yisib the region dates to
Neolithic period. According to archeological dats thougt that Sille was
established 6000 years ago. Being on the Silk aadbpice Roads, Sille was
a settlement center in the periods of Phyrigiansm&ns, Seljukians and
Ottomans (Bahar,1994: 313-321).

Sille hosted the oldest structures known of e&lyristianity in
Anatolia. During this early periods when Christiagosed to tortures in
Roman Empire St. Paul and Barnabas visited Icoranch surroundings in
their missionary journeys. The region became theteceof Christianity.
After a while Christians left Iconium and settled thorthwestern
mountainside to run from the pressure of Jewishroanity in the city. The
first rock carved churches built in Sille by thigams. During the periods of
East-Roman and Byzantine Empires when Christiabiggame official
religion, Sille maintained its importance with cacburches that were
thought sacred due to Paul and Barnabas. The c#ty an important
settlement on the route of Rome-Jerusalem and ersdlered pilgrimage
road (Kucuk, 2001: 82-83). One of the oldest argy&st monasteries of the
world, Ak Monastery (Hagios Khariton or Deyr-i Bila) was a structure in
Sille and it offered service during 800 years agpnately. The biggest
church of Sille, Aya Elenia was started to buil37 AD during a religious
journey (Konyali, 1964: 1078-1079, Wikipedia-Sille)

In 1468 Sille was captured by Ottoman Empire afiterwas
dominated by Anatolian Seljuk Empire and Karamaniisring this period
non-Muslims that are called Karamanlis was a conitpuamong public of
Sille. Their language was Turkish, they had Turkmstmes and they were
evangelized Turks. So Muslim and Christian commutived together
before the period of Ottoman. The population of tiy rose to 18.000
(Akoz and Urekli, 1997: 193-214, Konyali, 1964: 008081, Kucukdag,
2005: 73-116). The settlement was mostly inhaldedurk Christians until
the population exchange of 1924. In the notes éfumgarian traveller Bela
Horvarth which was written during a journey to Aola in 1913, Sille was
mentioned as a settlement with 60 churches (Wik#&idlle).

Because of the construction of railway in the bagig of 1990s,
population exchange of non-Muslim community, astiind craftsmen
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leaving Sille and transformation inadequacy prolsdepeople of Sille
immigrated to Konya and other cities. Houses réfigc the historical
identity of Sille left unattended after these mtgmas and ruined over the
years. The population of Sille decreased by thig. Whntil the first years of
the republic there were 16 villages subsidiary itee Safterwards Sille was a
municipality until 1989 and now it's a neighbourldooconnected to Konya
(Kapar,_http://wwwe.sille.org.tr/index.php?p=iceril&=89).

Detailed information about churches and monasaneSille are as
follows.

Ak Monastery / Hagios Chariton / St. Chariton

Sille is famous for it's cave churches. The maspartant one of
these monasteries is Ak Monastery or Eflatun Margstor Hagios
Khariton. This structure is important for Chrissaand Muslims, especially
for Mevleviyeh.

The monastery consisted of two carved churchegiakiama, monk
rooms, various sections and dais. It is supposebetéounded in the 4th
Century by Saint Chariton and according to its ggpb, it has been repaired
two times in 1067 and 1289. The monastery was duinghe beginning of
20th Century. Today Orthodox Christians visit thenastery in every 28
September, in the day of Saint Chariton Feast. (kighu, 2012: 55)

The monastery is analyzed by C. Niebuhr, Kyrillds, W.M.
Ramsay, G. Bell, F.W. Hasluck and S. Eyice in ti8& 119" and 26'
centuries. The first researcher that talked abbat dtructure was Danish
Carsten Niebuhr (1733-1815). He described this mst@ena in his book
(1792) as follows when he visited it in 1766: “thés a monastery on a
mountain near Konya. The main church and the roofrtee monastery is
rock carved and there are a lot of gravestones adnehich belongs to
Mikhael Komnenos (Retrieved from: Eyice, 1966: 135)

Kyrillos 1V (1750-1821) who was Konya metropolitdishop for a
while and Istanbul Patriarch between 1813-1819 gjuketailed information
about Ak Monastery in his book about Konya and aundings (Retrieved
from: Eyice, 1966: 136).

N.S. Rizos and J.R.S. Streett are interested inM&kastery and
talked about it in their books. M. Levidis alsoked about this monastery in
his book about cave monasteries in Cappadocia medddM. Ramsay is
another researcher that gives detailed informatlmout Ak Monastery in his
book (1903) (Retrieved from: Eyice, 1966: 137). Téteucture was also
researched by F. W. Hasluck (1878-1920) and waedahbout in his book
dated 1929 (Hasluck, 1929: 56-86).
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Aya Elenia Museum / Aya Elenia Church

The church is also known as Hagios Mikhael or @r@hmurch. The
structure is dated to Byzantine period. Accordiagts epigraph over the
entrance door the church was built in 327 AD byeddal the mother of
Constantine (Mimiroglu, 2012: 56). When Helena wasg on Pilgrimage
to Jerusalem she stopped in Iconium and saw thvedahrines dated to the
early Christianity in Sille and she decided to baithurch in this city. So the
building was established by Helena to the name ibbNMArhankolos. It was
repaired by Ottoman Sultans Mahmut Il and Abdulmécbnyali, 1964:
1078) (Ozonder, 1998: 105). The structure has &Ksceoss plan. It is one
of the first Christian shrines that was built witite stones and rubble dated
to Byzantine period (Tapur, 2009: 480).

The church was renovated by the municipality. tA# walls and the
dome was rebuilt and the paintings of Jesus, thgiViand the Apostles’
Creed dated to late Christianity are restoratee mmovation was finished
in 2013 and the church is serving as a museum sihae (Selcuklu
Belediyesi).

Hizir llyaslik Church — Kiriakon Church

The structure is in Subasi district of Sille. lasvbuilt between the
10th and 11th centuries and was used as a jug @oduactory in the 20th
century. The carved church has a closed greek qotms There is a
rectangular entrance section (narteks) in the wie&t of the building. The
cross plan of the church consist of four sectiars @rner rooms. There are
pendentive domes carved to rock over each sedtidhe east, there are half
circle main apside and side apsides in each silleste are some places
opening to a long corridor near the building. (Miaglu, 2012: 70)

Koimesis Tes Panagias - Panaya (Banaya) Church

The structure is one of the early Christianity e&éahurches on the
skirts of the mountain which is in the South of&ilThe building was carved
on rocks around Dikili Kaya district. Some graves/é been found during
cleaning process in the summer of 2006. Paintimgghe walls still can be
seen. The falling asleep in death icon which idedaKoimesis, also the
name of the church is still visible. On the lefiesiof the painting, the baby
spirit of Mary in Christ's hug was illustrated and the right side there are
Saint figures with lights around their heads (Miogilu, 2012: 66) (Konyali,
1964: 1090-1091) (Tapur, 2009: 480-481).

Monastery in Salasorma District

The monastry is in Salasorma District of Sille gbhis in South-west.
The structure is located over the road from SiblelTakkeli Mount. It was
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built as a carved structure on a rock over the evasskirt. The monastry
consists of a church, a grave and irregular plates.a small building with
one nave. The North side of the chapel is mostligpsed and consists of a
rectangular planned naos and an apse. In the Mash-side of the naos
ground, there is a niche of a grave thougt to benging to an adult
(Mimiroglu, 2012: 71)

Tepe Chapel — The Milk Church

Chapel is on a hill in the southwest of Silleislialso called as Small
Church localy. According to local the mothers visie chapel and pray for
producing milk for their babies. Thats why the atlaplso named as Milk
Church. The chapel was built from ruble and hay onke nave and covered
with vault. There are graves of muslims and noniimssaround the chapel
(Mimiroglu, 2012: 74).

Lystra

Lystra was an ancient city of Lycaonia in Asia BlinThe Acts of
the Apostles reports that it was visited by St.|Rawd Barnabas. The site
was mentioned on an ancient altar found in the afrégstra and it helped to
identify the site (Columbia Electronic Encyclopédia

The ancient city of Lystra is located near todaywilage of
Hatunsaray, approximately 34 km southwest of Kohyd.885, about a mile
north of Hatunsaray, J. R. Sitlington Sterrett disred a stone block on a
mound called Zoldera. On the stone there was tkia lrescription where we
could see the name “Lustra” which is the Latinixegdsion “Lustra” for the
name of the city. The discovery of this monumenected to honor Caesar
Augustus, who founded the Roman colony of Lystradenidentification of
the site of ancient Lystra possible (Fant and Re&dd003: 240-241).

The city of Lystra appears in the Bible when Paot Barnabas
visited the city on their first missionary journéggm Cyprus to the southern
area of Asia Minor. When they visited Pisidian Acth and Iconium they
encountered resistance there and traveled to L{gtis 14:5-20). In Lystra
they healed a crippled man and Impressed the itdmdbiof Lystra. The
people mistakenly believed that Barnabas and Parg Weus and Hermes in
human form. This misidentification of Barnabas dPall recalls a legend
popular that told how Jupiter and Mercury (equabgdthe Romans with
Zeus and Hermes) appeared in human form to vaxiblagers. After than
some Jews from Antioch and Iconium arrived Lystd &rned the people
against Paul and Barnabas and they stoned PawaBlelragged outside the
city and left for dead. The following day Paul aBdrnabas traveled to
Derbe, then passed through Lystra, Iconium, ando&htagain as they
reversed their travels to head back to Antioch wieS(Acts 14:21). During
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Paul's second missionary journey he revisited thiescin southern Asia
Minor, including Lystra (Acts 16:1-3). When he leftstra, he took Timothy
with him. He was son of a Jewish mother and a Gfatier. Timothy was
probably born in Lystra (2 Timothy 3:10, 11). Twaiters in New Testament
have the name of Timothy. Paul visited Lysta agairhis third missionary
tour (Acts 18:23). (Fant and Reddish, 2003: 242),
(http://www.biblecharts.org/biblelandnotes/Lystid)p

There are very few monuments and a mound suruivgitl today in
Lystra, that can help to imagine the status of laysluring the years Saint
Paul visited here. There are not much visitors gwator the ancient site of
Lystra today. Because it's an unexcavated mountl dffer enticement
mostly to the visitors or pilgrims seeking to trabe route of the Apostle
Paul (Fant and Reddish, 2003: 242).

Kilistra

The ancient city of Kilistra is located within theoundaries of
today’s village of Gokyurt. Village of Gokyurt i;mmdhe 16 km southwest of
village of Hatunsaray (Lystra) (Ozkan, 2001: 166)s thought that when
Lystra became an important city of Lycaonia in AMaor, Kilistra was
used as a castle city and refuge area. Peoplestfd_ who became Christian
and escape from the Roman pressure settled herkip@tlia- Gokyurt,
Meram).

The name of the city Kilistra was mentioned oneaitaph found in
Konya and belonging to 4th century AD. Besides, aomxcavation and
cleaning work in 1998 another epitaph belongindgl$d century AD was
found on which the name of Kilistra was mentionedthe excavations of
Kilistra some seramic pieces dated to Hellenistinqa were found and it is
though that history of ancient city Kilistra goesthat period (Ozkan, 2001
166-167).

The ancient city of Kilistra is on the ancient RbjRoad-Via Sebaste
of Roman period. One of the Anatolian cities the Apostle Paul visited
during his journeys mentioned in Bible, Lystra Iscaon Via Sebaste like
Kilistra. Kilistra was not mentioned in Bible ascdy that was visited by
Paul. But it is thougt that during his journeysviben Iconium and Pisidia
Antiocheia (today’s Yalvac) Paul could stopped iigtra. The area around
Sumbulini Church is called as “Paulonu” by locatgl @his is an evidence
that the name of St. Paul still lives here (Ozka@0Q1: 166-167), (T.C.
Kultur ve Turizm Bakanligi).

Kilistra was discovered by scientists at the beigig of 1990s. The
first of the travelers who visited the region sirlse 19th century was W. M.
Ramsay in 1880s. The researcher determined the mdnt@e region as
Kilistra from an epitaph he found in Konya. Betwebe years 1883-1884
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Prof. Sterrett visited the region and indicatedt tiere were lots of rock
carved structures in the city. Gertrude Bell vigitbe city in 1907 and 1908
with W.M. Ramsay and he gave place to his resefmndmgs of Kilistra in
his book “The Thousand and One Churches” (Ram$#9:1302, 349,560).

Today the ancient city of Kilistra is a rock cadveettlement that is
carved to lava composition rocks like Cappadocigi®te The centre of the
city is on the lava composition plato where théagé Gokyurt exists. It is
certain that there is an underground city bendaghrhound (Ozkan, 2001
166-167) (Mimiroglu, 2006: 154). The excavation @hehning studies in the
region revealed rock carved chapels dated to 7dh88m centuries AD. The
other ancient structures in the city are; Royal Rd@a Sebaste, Sumbulini
(Paulonu) Church, cross plan Sandikkaya Chapelk marved chapels,
graves, wineries, water cisterns, observation toama ceramic ateliers.
Sandikkaya Chapel is an uncommon structure sinds @ne-piece rock
carved and dated to 8th century AD. Within the Ghdipere are three graves
carved to bedrock. (Mimiroglu, 2005: 1) (OzkafQ2: 166-171).

Derbe

The ancient city of Derbe was located southeastafium (Konya)
in Lycaonia which was an ancient region of southt@@ Asia Minor.
Several sites have been proposed for the prectsida of Derbe, most of
them located near Karaman (Ancient Laranda). Kamaima city of today’s
Turkey and 110 km away from Konya. It was a towrKohya till 1989 and
became a city in this year. The location that hasstrongest claim to being
the ancient site Derbe is the mound “Kerti Hoyukiigh is near the village
of Ekinozu (Asiran). Ekinozu is 20 km away from Karan (Fant and
Reddish, 2003: 175-176).

Because of the scarcity of ancient literary rafees to the city and
the absence of any archaeological excavationseasite not much is known
about the history of Derbe. Scattered fragmentshensurface of Kerti
Hoyuk indicates that the site was occupied at laastarly as the Hellenistic
and the Roman periods. The Greek geographer Sffgboentury AD-f'
century BC) mentions Derbe as the headquarteragithie ' century BC of
a local chieftain named Antipater Derbetes, who alsntrolled the nearby
city of Laranda. (Fant and Reddish, 2003: 175-176)

The city has a biblical significance since it wase of the cities
visited by Paul and Barnabas during their firstsiosary journey. It sat on a
major route connecting Iconium to Laranda and wasut 60 miles from
Lystra. Paul and Barnabas fled to Derbe and Lystrdnis first missionary
journey when city officials of Iconium plotted ttoge them (Acts 14:6-21).
Paul does not mention suffering any persecutiorDarbe (2 Tim 3:11)
http://www.bibleplaces.com/derbelystra.htm. Theggwhed the good news
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in Derbe and were very successful. They made manyerts and disciples
in that city. After this, Paul and Barnabas traeellback through Lystra,
Iconium, and Antioch, strengthening and encouraghegdisciples in each
city to continue in the faith.

http://unbound.biola.edu/acts/index.cfm?lang=Emgli,em=derbel. Acts

14:20-21 briefly describes their visit to the cdfter they had preached in
Pisidian Antioch, Iconium and Lystra. Acts 16:1 plgnmentions that Paul
visited the city, without giving any details of whtmok place during the
second visit. During this third journey, one of Patravelling companions

was a native of Derbe, a man named Gaius (Acts912@:4). (Fant and

Reddish, 2003: 175-176)

The ancient Derbe has almost vanished today. A ifeaeriptions,
coins and literary references and an unexcavatedndthetand (Fant and
Reddish, 2003: 174). Derbe Church is one of thasGan churches that was
first built in the world. It was built 13 years loeé the Church of Virgin
Mary in Ephesus (built in the beginning of tH& &ntury AD). The ruins of
Derbe Church, which was built by Paul and Barnahes still underground
the Kerti Hoyuk today (Bingol, 2007: 468).

Conclusion

Cultural tourism can be defined as the making otient or
contemporary cultures a product for tourism. Widith tourism this time
ancient or contemporary religions, the lifestylplaces and all rituals over
worshipping connected with these belief systemd Wwé products for
toursim. Since religions are one of the most imguartaspects of cultures,
faith tourism is naturally counted within cultutalrism.

Believers of different religions visit holy place$ their religion to
become a pilgrim or to see the magical places wtiereevents described in
sacred texts have occurred. By this way they ale w@bfully comprehend
and see through the tenets in their holy booksitd/imade with these
instincts are the starting points of the faith temr movement. Turkey, with
its wealthy cultural legacy of different religionis, one of the outstanding
destinations of these holy visits.

There is no doubt that Turkey has an outstandatgrpial in terms of
sun, sea and sand tourism. But these three elenoérttsurism are also
abundant in the entire Mediterranean region. Turkegds to use its cultural
and faith tourism potential as competitive tools rtake a difference.
Tourism efforts need to be focused on this area.

Konya, hosting Mevlana Museum, theological schoo®sques,
churches and footprints of Saint Paul has an inapbifaith tourism potential
both in terms of Islam and Christianity. Christjgitgrims are visiting Konya
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to experience biblical sites of Iconium, Lystra abDdrbe. Even thought
Derbe is not within the provincial borders of Konita a nearby destination.

Today there are not much structures standing ftentimes of Saint
Paul in Konya, Derbe and Lystra. There are very feanuments and an
enexcavated mound in Lystra. The ancient Derbealmsst vanished today
and ruins of the city is still underground the maurMonasteries and
churches of early Christianity in Sille are desadyand little has been
standing from those times. Nevertheless this sdnatloesn’t change the
biblical significance of these places. They ard &bly and believers are
visiting these places to breathe the spiritual afphere here. But the number
of these visits is not in sufficient number compar® their biblical
significances. One of the reasons of this casehés lack of standing
structures of early Christianity as mentioned ab@uwther one is the lack
of presentation. And the lack of information abdl biblical history of
these places is also another problem.

Konya has a capacity of accommodation in sufficiremmber. Even
though there aren’t direct international flightsthwits airport Konya has an
advantage of transport by airline for internatior@nnecting flights.
Gathering its advantages of transportation and rapwadation with its
potential of biblical sites can be a starting pasnmake Konya a destination
of faith tourism for Christian tourists. SuggesBonan be specified as
follows;

Excavation and rescue works can be conducted guing ones can
be accelerated to uncover hidden richness of Demdd_ystra,

Existing churches and monasteries can be restsuett as Aya
Elenia Museum,

Ruins of churches and monasteries can be protected

Roads connecting Konya city centre to biblicatsitan be improved,

Books and other documentary can be published tihegathe
information about history of Konya in terms of ltiblical significance,

These printed materials can be used as a promatimnboth for
suppliers of faith tourism and for visitors,

Guides must be given enough training and inforomati

Since there are not much structures standing {ddang, animations
and slides can be prepared to animate the atmasmtiesincient times of
Iconium and the travels of Saint Paul,

Exhibition centres can be constructed in Lystrdista, Sille and
Derbe to display both printed and visual materials,

Konya must be included into package tours of faotlrism that are
themed of travels of Saint Paul,

Tourist who visit the holy Christian places alsantv to pray
sometimes in the antique churches. Konya has aandalye to meet this
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desire. Even though its not antique the Church tofPaul in Konya city

centre and Aya Elenia Church in Sille can serv€lwistians who want to
pray during their visits. But these places can m&eased in number by
restoring antique sancturies,

Researches show that there is a direct proporti@ween
participation in faith tours and age. Faith tourisran be planned in
coordination with the tourism of the third age groiMembers of this age
group can be channelled into faith tourism andisesvcan be provided by
taking into consideration the special conditionshid age group,

Culture of tolerance to other cultures and faitinsst be instilled to
locals.
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FOOD SAFETY AND VETERINARY
LEGISLATION COMPARISON WITH ACQUIS
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Abstract

This paper discusses food safety and veterinakcgelegislation in
Albania and their degree of the approximation wifte EU legislation. This
paper also covers a description of the competetiioaties in Albania,
empowered with inspections and monitoring dutieshef market but also
with tools for providing adequate response to aev@nemergencies. The
paper underlines the outcome of the latest ProgRegsort on Albania,
especially with regard to the building capacitytilé competent authorities
and further approximation of the domestic legislatiwith the acquis
communautaireobligations of the Republic of Albania in view ole
provisions of the Stabilization and Association égment. At the end, the
paper gives conclusion as per the deficiencies #nat observed in the
enforcement of the provisions of the legislation.

Keywords: Acquis communautaire, food safety, veterinary

Introduction

This paper will deal with the food security anderaary service,
aspects believed to be closely linked togetherdeoto form a sort of ‘food
chain security’. The paper will discuss and willkaaa presentation of the
competent authorities in charge of ensuring foofittgaand quality and
animal control as welfare (the authorities arercaanected with each other
and under the Ministry of Agriculture, Rural Devefoent and Water
Administration). Additionally the paper will anakyzhe work performed by
the legislator on one hand with regard to the nresstaken in the Republic
of Albania by focusing on the approximation of datielaw with theacquis
communautairggiving so a wider view of the steps taken in fiiffg the
requirement as per the Stabilization and Associadigreement).

The status of alignment of the domestic legistatiath theacquis
will primarily be based on the provisions of thecd®®n of Council of
Ministers no. 438, dated 02.07.2014 “On NationanPfor the European
Integration 2014-2020” (COM Decision 438/2014), e¥hsets ouinter alia
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short and mid-term goals of the Albanian governmienthe path to the
accession the European Union. In the paper wedigiduss the main features
of the aligned safety food legislation adoptedHmy Albanian legislator.

On the other hand we make an overview of the wioke, in the
field, by the state authority to enforce the pramns of the applicable law.
This review will rely on the performance reportstioé authority. Moreover
we will present and describe the organization ef skate authority and its
modus operandi mostly in the field of inspections.

Legislation and competent authorities

According to the latest Progress Report on Albamiased October
2014,"..there has been little progress in the area of featkty, veterinary
and phytosanitary policy. Risk assessment capacdyg not yet been
established and systematic inspection plans haveetobeen adopted. The
proper functioning of relevant services is hampereg overlapping
responsibilities and by the lack of communicatiprgperly qualified staff
and financial resources. A comprehensive stratelgyifging the legal,
institutional and administrative framework needshie adoptedOverall,
preparations remain at an early staggEU Commission Progress report on
Albania, 2014) The foregoing statement might besmered the leitmotiv of
all the Progress Reports on Albania in last pefioch 2012 — 2014, thus one
can easily state that the sector is stalling andires strong initiatives from
the central government and competent authoritié® dabove conclusion
draw by the EU commission is based on Albania’sagegient in virtue of
its ambition to join the European Union. On Jun®®&@he Republic of
Albania and EU members entered into Stabilizationd aAssociation
Agreement. Based on article 70 of the said agreerttemn Republic of
Albania must align its legal framework with the Bpean legislation. The
foregoing article establishes that, Albania shaltleavour to ensure that
existing laws and future legislation will be grattyanade compatible with
European legislation, but it should also ensurd #wsting and future
legislation is properly implemented and enforcedtalfization and
Association Agreement, 2006).

The EU-Albania Stabilization and Association Agremt forms part
of a broader regional process (the Stabilizatiash Association Process) and
aims to support Albania’s economic transition, adlas to strengthen its
integration into the EU Single Market. Albania’daien agenda under the
Stabilization and Association Agreement coverssfean political dialogue
and regional cooperation to freedoms in the movémémoods, services,
workers and capital. Other topics covered are theuai co-operation in
justice and internal affairs. The Stabilization afigsociation Agreement
imposes extensive trade liberalization with EU aoither neighboring
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countries and establishes for non-tariff liberalma through the gradual
harmonization with EU framework as well directives the areas of
standards, certification, customs administrati@mgetition, and intellectual
property rights (Zahariadis, 2007).

In the area of food security the relevant articdéshe Stabilization
Association Agreement dealing such aspects as atatic above are
considered articles 70 and 95 of the agreemenhoAgh there is no direct
reference to food safety from the combined readihthe two articles it is
understandable that emerges a duty to align domlesfislation with the EU
legislation (art. 70) and a general provision tanpty as per article 95
dedicated to agriculture and agro-industrial sector

On food safety the main piece of EU legislatiorcasidered the
Regulation (EC) No. 178/2002 of the European Paeiat and of the
Council dated 28 January 2002 laying down the g#nprinciples and
requirements of food law and health protectionaldgthing the European
Food Safety Authority and laying down procedurematters of food safety
(Regulation 178/2002).

To this effect, the Albanian parliament passe@®:©1.2008 the Law
no. 9863 “On food” (Food Law) which according tetiCOM Decision
438/2014 patrtially reflects the provisions of Regigin178/2002.

The Food Law aims at providing the basis for segura high
protection of health and consumers’ interests. [@heinter alia sets out the
general requirements on food security and hygienéuding pet food. It
determines general requirements on labeling foadpat food, those related
to the placement into the market of the so-called food and new food for
animals and its applicability is extended to allpdy of production,
processing and distribution. Additionally the Fobdw establishes the
National Food Authority, as the authority in chafgeinter alia inspection
regarding food quality and security. The Nationab& Authority is a legal
entity under the dependence of relevant Ministry Agfriculture, Rural
Development and Water Administration and is headqued in Tirana.

From the reading of the law it is observed thatgénerally
incorporates the main provisions of the Regulatiof8/2002 including
recommendations such as discussing and regulatitey alia in one
document criteria for human and animal food. Ondtier side as indicated
above the National Food Authority (NFA) while headdered in Tirana,
operates through regional directorates all oveccthetry.

The NFA is the responsible structure to monitardicafety in order
to fulfill the legal, economic and social requirertee As such its field of
operation covers (1) the risk assessment procedsoith, feed and plant
protection; (2) control practices in unification é&bod, feed and plant
protection at national level; (3) coordinating authed laboratories
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activities; (4) blocking temporarily or permanenthe activity of food and
feed business operators do not meet food safetgatds in force (NFA,
2015). In compliance with the provisions of the Blagon 178/2002 the
Albanian authority is equipped also with scientliboratories and experts.

According to the Annual Performance analysis ef A for 2014,
this entity for the first time since its creatioashdrafted on a risk-based
methodology the Formal Annual Plan Control and Sanpling Plan for
2015. These plans were required from the Stabitimabnd Association
Agreement and they will serve for the formal ingpets to be realized
according to EU standards. For 2014, this entitg healized 17,264
inspections for the non-animal origin products;44B, inspections for the
animal origin products; 4,096 inspections. Stililngof the main problems
raised from the 2014 activity were deficiencieshuman resources, in the
funds dedicated to this entity, and necessarystrinature (NFA, 2015).

The COM Decision 438/2014 describes the situasisrof the year
2014 as generally optimistic. In the chapter deditao food safety the
government states that in the area generally has beade progress. The
National Food Authority has strengthened its capciand operates in 12
regions of the country.

As for the aspect of placement of the food int® ittarket it has been
approved the package on food hygiene such as aleR92/2006 dated
12.06.2006 “On the approval of the regulation oaltieconditions for the
production of fresh meat and respective placemetat the market”. The
Order 292/2006 issued by the minister of agriceltaletermines health
conditions which fresh meat should met during potidm and marketing.
The order partially reflects provisions of Dire&i84/433/CEE.

Another piece of legislation is the Order no. &tedl 09.01.2007 “On
the approval of the criterion of pureness for gart@uthorized additives”
which as well partially reflects the provisionsifective 95/45/CEE.

Certainly the above is not an exhaustive listhad tegislative acts
adopted by the Albanian legislator in the fieldadd security.

On the other side the veterinary service in thpuRéc of Albania is
based on Law 10465, dated 29.09.2011 “On veterirsmmnvice in the
Republic of Albania” (Law 10465/2011). Likewise thegislation on food
also the Law 10465/2011 has been partially appratech with the
applicable EU legislation however the said law npooates provisions of
directives such as Directive 82/894/CEE, Direct8&609/CEE, Directive
90/425/CEE, etc. The competent veterinary authasitthe Directorate of
Veterinary within the Ministry of Agriculture, RuraDevelopment and
Waters Administration. The directorate is respolesiior the welfare and
identification of the animals as well registratiminfarms.
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According to data furnished by the COM Decisior8/2814 the
regional veterinary service is composed of 157 ruedey officials
distributed in 12 regions (6 to 20 veterinary pegion). In each of the
regions it is established the Veterinary Sectort mdr the Agricultural
Regional Directorate (COM Decision 438, 2014). Veeerinary officials are
responsible for the enforcement of provisions otwLB0465/2011 and in
particular they perform the identification and #gation of animal, control
the import/export of the same and as well are mesipte for animal health.

Veterinary officers carry out controls and inspats in farms,
markets and animal fairs, etc., as well as thecatdd above inspectors
(veterinary) identify and perform registration ohimals, control their
pharmaceuticals and sale.

As indicated above Law 10465/2011 has been partial
approximated with thacquis however it aims to set out basic principles for
health protection of animals and their welfarestas per the standards of
World Organization for Animal Health and those si@amis applicable in the
European Union. Additionally, by the provisions tbe law, the Albanian
legislator also aims to provide for the regulatiorganization, financing of
the veterinary service, determines its responsdsliand procedures to be
followed by veterinary officers. Additionally thaw addresses the protection
of public health from transmissible zootechnicadedise, this in alignment
with the approach of the European Union.

In conclusion and in spite of our efforts we aot able to produce
statistics with regard inspections effectuated bg veterinary service in
Albania as to the best of our knowledge no sucla dat available for
consultation.

Notwithstanding the above, for purposes of thiggpave provide the
findings of an audit carried out by the Food andevieary Office (EU) in
the ambit of assessment of performance of the Adlmarcompetent
authorities with regard to supervision of publicalle conditions of the
production of eggs and egg products intended f@odxto the European
Union. The audit concluded that the Albanian ledish (export of eggs)
was broadly in line with thacquis however there is room for improvement
with regard the certification system. The audiing@out that due to lack of
unique identifying number in the export certificatine authenticity of the
certificate itself is compromised as is missing tivk between such
documents and certifying officer (FVO, 2014).

Conclusion

The paper has shown that in general the domesgjislation is in line
with theacquis However deficiencies are observed in the enfoecgrof the
provisions of the legislation.
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The 2014 Progress Report indicates that littlegprss has been done
by the country in the last year. In quoting theorep'...risk assessment
capacity has not yet been established and systenmsfpection plans have
not yet been adopted. The proper functioning ofwvaht services is
hampered by overlapping responsibilities and byl#oi of communication,
properly qualified staff and financial resources..lt is clear that the main
issues are related to the poor enforcement of tbeigions of the law and
not the law itself (although not fully approxima}edhis is a characteristic
found also with regard to other aspects, for examplintellectual property
rights enforcement, for which the conclusion of tport are very similar. In
short the main objective should be increasing ahpetent authorities’
human resources expertise and awareness with regattteir duties and
functions.
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Abstract

Strategic planning approaches which were come apdaveloped
within private sector and adapted into public adstiation, play a
significant role in the development and protectainthe future roles of
organizations. Organizations have been pursuing @nenore of these
approaches and developing strategies in orderve agoint of view for the
future. The main aim of the study is to analyze shategic plan of the
Ministry of Culture and Tourism (MoCT) between tyears 2010 and 2014
with respect to strategic planning approaches.tl¥irdhe conceptual
framework that consists of strategic planning andnagement will be
scrutinized. Then, planning approaches which aeduhdamental theme of
the study will be dealt in detail. Finally, the appriate strategies in the
2010-2014 MoCT strategic plan will be classifiedd avaluated by using
the tables of strategic planning approaches. Thidysreveals that the
strategies of MoCT'’s strategic plan 2010-2014 werstly developed and
formed in accordance with preactive and proactpfg@aches.

Keywords: Strategic Planning and Management, Proactive Ambroa
Preactive Approach, Reactive Approach, Inactiverapph
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Introduction

Strictly centralized and introverted organizatiorodel based on
Weberian bureaucracy have been changed with thel t&ghnological
revolution after 1980. New conditions brought bjormation age and new
environment first triggered transformation in thetensely competitive
private sector. Contingency theory caused sigmficdianges in functioning
and structure of public and private organizatiosgggesting that there
cannot be a single and best approach for an actnd -efficient
organizational structure (Drucker, 2014). Accordingcontingency theory,
every organization must determine alternative jpegithat take into account
their mission, targets, internal and external emnnent. Strategic planning,
defined as comparing corporate goals and currdoatgin to determine
future action became a prerequisite of survival @rganizations and
institutions in an environment surrounded by uraieties. Globalization
brought by information age influenced socio-culturatructure of
communities deeply and prompted changes in pubtitos as well. Citizens
have become more conscious of public serviceshand begun to demand
quality, efficiency and effectiveness (Eryllmaz13(52).

The goal of strategic planning in public organizas is to develop
social, physical and cultural projects for the zgtis and support non-
governmental organizations in order to achievedbel. The participation of
stakeholders in planning, decision-making and immgletation stages is
overwhelmingly important in order to have an effetstrategic planning.
Effective and efficient public administration meolsns can be established
in accordance with citizen expectations as weklnassion, vision and goals
that are determined with open discussions amongtakeholders. Every
institution follows different planning approachesiridg the process of
strategic planning. Some organizations follow ptivac and pre-active
approaches in order to control factors that mayuodo future, grow,
develop and act properly against threats and uperamities while others
follow inactive and reactive approaches in ordestamd against change and
preserve their status. This study will analyze #eCT's 2010-2014
strategic plan with regards to planning approacB@%4-2014 strategic plan
includes 5 objectives, 9 goals and 87 strategidsi@arvaluated twice a year
through reports by ministry units (Kultir ve TurizBakanlgi, 2010). In
order to make an analysis Ackoff (1974)’s plannaqgproaches were chosen
as a reference and applied for MoCT’s strategin.pla

Conceptual Framework

This part deals with the conceptual frameworkhef $tudy. Concepts
of strategic planning and strategic management bdl explained and
evaluated with in case of their impacts on pubdimanistration.
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Strategic Management

Management is highly essential for organizatiohallosizes (Tortop
et al., 1993: 20) and is generally defined as thecgss of coordinating
human and other sources in order to manage thedsgaals and objectives
(Rachman et al., 1993: 54). Ulgen and Mirze (200¢defined management
as using production resources efficiently for a agment or organization
to reach its goals. Strategic management is a poticat has been used since
the second half of the #@entury in management and administration fields.
Despite a lack of shared belief on the concephat period, strategy was
deemed to have a meaning synonymous with reguld#tagelations with the
environment and activating the resources in ordéralve superiority against
rivals (Guglu, 2003:70). From a modernist pointvagw, Ulgen and Mirza
(2004:26) define strategic management as using uptmh resources
optimally to gain sustainable competitive supetyoriDincer (1992: 22)
define strategic management as “the whole set oisi@&s and actions to
develop, implement effective strategies, and evalubeir outcomes”. In
other words, strategic management is managing tiganzations in a
strategic way to adapt them to environmental camstthat determine their
efficiency and competitive capabilities (Barca aNohutcu, 2008:337).
According to Ozgir (2004:234), strategic managememty reduce
uncertainties, clarify the ways to follow, prevevdste of resources, helps to
find out requirements and overcome problems.

Strategic management make great contributionsrganizations in
some processes. Pamuk et al. (1997: 25-26) listethrocesses as strategic
production, implementation and slearning. It isteda that strategic
management will provide clear goals and objectigsstematize business
decisions, give organizations a chance to prediangeable conditions and
help managers to figure out basic problems (JandnGueck, 1989:18). On
the other hand, strategic management appears aguaement in public
institutions. When compared to private sectorsirthetivities are closely
observed by political parties, public and othekstmlders. Therefore, public
organizations and servants need strategic manageémeave accountability
under such pressure. With strategic managemenlicmédsvants are able to
explain and account for their actions, motives arethods clearly (Ozgiir,
2004:233). It is also indicated that strategic ng@maent is vitally significant
in fostering organizational communication, authimgzthe employees and
making them feel like a part of the institution andreasing organizational
skills (David, 1997).

Strategic Planning

Planning is the first and most crucial functiorisTanagement that
constitutes the core of administrative sciencenmifegy is implemented in
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every organization and is the starting point of chions. Planning has
numerous definitions. In widest terms, planningadsivating the resources
and working so as to manage previously determinetdlew and unwritten
goals or objectives of an organization. (Oztek®02 Gozlikaya, 2007:12).
Though planning is generally associated with orgations and individuals,
it is stated that governments make plans in ecocalmpolitical and social
areas (Sezen, 1999:35). Organizations began tet nesstrategic planning
more frequently in the 21century while it was first introduced by private
sector in 1960s, followed by public sectors thatehaitiated to strategic
plans in the 1980s (Demir, 2001:8). Bryson (1995d&¥ines strategic
planning as a systematic effort to answer questibhat is an
organization?”, “What does it do?” and “Why doeda®”

Strategic planning is a continuous and systemgattozess where
certain people in an organization make decisionfuture targets, methods
to succeed those targets and the criteria of aemewnt (Alpkan, 2000:2-3).
Rising competition with information age has madeatsgic planning
necessary for organizations. Organizations neetesfic planning in order to
adapt to competition, use technology and develeptine skills (Becerikli,
2000:99). Organizations without strategic plan wikvitably fail in rapidly
dynamic environment which has full of uncertaint{@zdemir, 1999: 33).
Also, organizations without strategic plan botH faidetermine mission and
vision and have trouble in evaluating unstable d@ors (Bircan, 2003:
415). Being a common practice in developed coustsmce the 1990s,
strategic planning and management have starteohdoaf place in Turkish
administration after 2002 with the ruling Justiced aDevelopment Party
(JDP). The need for strategic planning and recoostm of public
management was first revealed in the book titledstBmin Yonetimi icin
Yonetimde Dgisim”, written by JDP members Cevdet Yilmaz and Omer
Dincer (2003) to guide public management reformhéTFundamental Law
Plan of Public Administration” based on the priregp of the book was
approved by the Parliament in 2004 but could nopbieinto effect due to
President Ahmer Necdet Sezer's veto. However, foamation of public
administration was brought into action with othegulations under the “1st
Stabilization Program for 2000-2002” between Turkend IMF. Strategic
plan was first defined on the 3rd article of Law.N®18 “Law on Public
Financial Management and Control” while the 9thickt made it
compulsory for public institutions to adopt stratemmanagement and make
strategic plan. Then, the Law No. 5216 “Law on @eaMetropolitan
Municipality”, Law No. 5393 “Law on Municipalitiesand Law No. 5302
“Law on Special Provincial Administration” made atgic planning
compulsory for all Greater Municipalities, SpeciaProvincial
Administrations and municipalities with populatiower fifty thousand. The
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first edition of “Strategic Planning Guide for PigdbAdministration” which
was published in 2003 within the framework of Law.NM018 was updated
in accordance with the needs and the second editz@npublished by State
Planning Organisation (SPO) in 2006.

The Aim and Method of the Study

The purpose of the study is to classify and areathie MoCT’s 2010-
2014 strategic plan according to the four planrapgroaches which will be
described in the next part of the study. Arslamle{2013) used these four
planning approaches (Reactive, Inactive, Preactreactive) in order to
make an analysis at a local government level waie study intends to
analyze the strategic plan at a ministry levelarfili the void in this field.
According to Law No. 5018, MoCT has to make a styat plan. MoCT
strategic plan was selected for this study becaafséhe harsh global
competition in tourism sector, Turkey's rising valun tourism sector,
contribution of the tourism sector to the Turkegsonomy and the sector
environment that has full of threats. The studyl witaluate the mission,
vision, goals and objectives of the strategic plarsignificant detail and
strategies and planning approaches will be dest@nel classified by using
the table of strategic planning approaches. Peagenbf each planning
approach in MoTC’s 2010-2014 strategic plan will ing forth to have a
comprehensive analysis

Planning Approaches

Organizations make strategic plans periodicallghvai view to attain
predetermined objectives. Plans of some organizatmonsist of shorter-
term objectives while others include long-term ond@$erefore, each
organization may follow one or more planning apphes. This part of the
study scrutinizes four planning approaches in fiterature to provide a
framework for the analysis and evaluations in teetisection.

Reactive Approach

Reactive strategies are characterized by consglemgative factors
that may be caused by external environment in tiherd Safakli, 2003:
219-220). Organizations adopting reactive strategyry out observations
and research for current problems instead of fogusin opportunities.
Reactive approach is characterized by a longing tfer past and a
remarkable resistance against change. In reactpgoach, muddling
through model is more frequently used rather thamnsific methods.
Moreover, intuition, common sense and past expegieare used in coping
with problems. Reactivists do not like complexitydaprefer finding simple
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solutions to problems. Unlike inactivists, readtsi prefer swimming in
well-known waters (Ackoff, 1974: 430-431).
Figurel. Reactive Type of Planning
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Based on improving the malfunctioning aspects afanizations,
reactive approach focuses on operation rather pkenming (Solmaz, 2006:
153) and emphasizes using all resources effectivelyrder to detect and
solve problems. Having said that there are siniéaribetween decisions in
reactive planning approach and incremental approabich is one of the
public decision-making models. Introduced by Linbl¢1959), incremental
model is characterized by small and additive sbtes®d on past experiences
(Lindblom, 1959: 79, Birkland, 2005). Thereforeinpary aim is to succeed
stability (Dye, 2008: 20) through short-term sadu8 needed for change
(Stewart, 2009: 41). As it is applied in incremémtadel, current problems
are settled through simple solutions based onepgmriences.

Inactive Approach

Inactivists believe that procedures and bureaycrace more
substantial than results. Plans and managemerntsinecttive approach are
characterized by extensive satisfaction with theem situation. Pursuing a
conservative management philosophy, inactive agbem are against
external intervention even if they are useful toe brganization. According
to inactivists, any attempt to improve things witlake them worse.
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Inactivists do not believe that problems will bettleel through future-
planning. Moreover, inactivists claim that therents need for improvement

if there is not a serious crisis or a threat todiganization and stability.
Figure 2. Inactive Type of Planning
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Even in crisis, minimum reaction is deemed sufftito overcome
the crisis. Unlike reactive approaches, suppres#iregindications of the
problems is preferred to resolving the problem @€k 1999: 50-51).
Inactive approach is characterized by preserviegctitrent situation and an
abstention from using opportunities. Therefore,aorgations that pursue
inactive strategies are introverted and survivé \siibsidies.

Preactive Approach

Pre-activists believe that future will be betteart today and past but
we should be well-prepared for it. Growing, devéhgpand being stronger
are the basic objectives of preactive approacho@ddgexample of preactive
approach is detecting and settling problems beftrey get more
complicated and serious (Ackoff, 1974 :432). Acaogdto pre-activists,
taking future under control is difficult but futumanning may help to take
measures against negative effects that may occfutume. Unlike reactive
plans, preactive plans are based on wisdom, sceemtéechnology (Ackoff,
1999: 52). Organizations that pursue preactive ggidr do not attempt to
influence, compete or cooperate with other systientise environment. This
implies that organizations that follow preactivepagaches do not aim to
change the whole environment but rather aim at gihgrtheir own systems.
Thus, preactive approaches do not have a revoaryordentity (Ackoff,
1974: 432).
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Figure 3. Preactive Type of Planning
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The difference between reactive, inactive andqinea approaches is
stated with a metaphor: A man swimming in the odsgmushed away from
the shore by a counter stream. If the swimmerastree, he will try to swim
back to the shore and swim against the tide. I§heactive, he will try to fix
and stay in his location despite the tide. If hprisactive, he will try to check
the tide and reach the target before anyone elser #eaching the target, he
will climb onto the shore and receives a passagen fthose after him
(Ackoff, 1999: 52).

Proactive Approach

Proactive approach is also defined as interacipperoach and its
basic goal is to design the future. Proactive apgnds characterized by an
effort to do more than what is predicted for futuReoactivists emphasize
that technological and social changes must be takenaccount and claim
that past experiences are not appropriate refesemtefuture-planning
(Ackoff, 1974: 433). In addition to this, proactiapproach focuses on
organizational structure, functioning, distributioof resources. Unlike
preactivists, proactivists intend to change theesys in the environment
through coordination. Proactivities are in an dfftr alter not only the
systems in their field but also all the systemsthe world. Regional
organizations such as the European Union (EU) jeupsoactive approaches
in dealing with problems and cooperate with membed candidate
countries on various political issues. For examjligt tourism policies are
supported and objectives are set in order to emoighstic activities with the
EU “Tourism Action Plan” (Emekli, 2005: 101). Batamand Crant (1999)
summarize the basic aspects of proactive approadbllaws: In proactive

160



approach, opportunities for change are sought, gdranented objectives
are set, probable futures problems are predictddoaecautionary measures
are put into practice. Proactive strategies amyliknfluence environmental
powers and produce alternative ways through extenshanges about an
uncertain future §afakli, 2003: 219-220). Proactive approaches aleal
revolutionary ones and dominate a wide geograptiip wiultiple players.
When compared to preactive approach, proactiveoagprinvolves longer-
term plans and uses information as an importannmeésettling problems.
Thus, organizations pursuing this approach takesste order to fill the gap
between current situation and future target ofrtleeganizations (Ackoff,
1999: 55; Sadler, 2003: 147).

Figure 4. Proactive Type of Planning
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An important component of proactive planning ajpgfo is
coordination, which is one of the principles of adistrative science.
Coordination makes it possible for the organizaiaa adapt to varying
conditions more easily and carry out activitiesaocordance with their
purposes (Tortop et al., 2010: 103). It is alsoadk@ble in securing unity of
action and cooperation within organizations. Thuordination in
organizations is as functional as the conductoarforchestrate (Oztekin,
2012: 103). In organizations that act in accordanmitle proactive approach,
all the staff are provided relevant information aindluded in planning
process. For example, if a plan to reduce crimesret needed, all the factors
that affect and generate crime must be looked twgether. As plans in
organizations lose their value and importance imgfithey must be updated,
extended and modified periodically. According togmtivists, strategic
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plans must be sustainable and changeable due tondleels of the
organization (Ackoff, 1974: 435). Organizations ttimersist on proactive
approach have an advantage against external thbestsuse proactive
approach includes precautionary plans to deal with crisis (T&raf ve
Arslan, 2003: 150-158).

4 Evaluation of MoCT’s 2010-2014 Strategic Plan Accaling to

Planning Approaches
Table 1. Evaluation of MoCT’s 2010-2014 StrategiclBn According to Reactive

Approach
T a) Completion of the work on intangible culturalitege of our country (Kultlr ve|
g2 o Turizm Bakanlgl, 2010: 63).
Es % b) Improving the publications on Turkish culturet, and literature in terms of
© % N quality, number and variety, enriching publicati¢gps$5).
5 3 2] 2 c) Taking measures against violations of right§{}.
2° 3 £ d) Coordinating with relevant units to improve minysstaff satisfaction to increase
2 g = % potential for efficiency, train the staff (p.68).
8 g =0 e) Implementing active inner-service training peogs (p.68).
E—\ o % f) Raising the share from general budget to a Ithadl suits service requirementg
- &£ (p.68).
g) Enhancing physical working conditions of theffsa.69).

” s E g, a) Employing qualified staff for central and prosigl organization (p.68).
SEQS
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c a) Staff employment is stabilized through promotiased on qualification (p.68)
© % E 50 b) Reviewing and restructuring legislation relatedvinistry’s activities and
ST organizational structure (p.68).
-(% _5 o g £ ¢) Improving personal rights (p.68).
~5 % =29 d) Raising the share from general budget to a katlsuits service requirements
™ Qe SE (p.69).
e) Settling problems and disorders in electrordogactions (p.69).

Table 1, which demonstrates the basic principlegattive approach
includes 13 strategies. This means that %17 oftifeegies in the strategic
plan of MoCT were prepared in respect of reactmgr@ach. By developing
these strategies, MoCT focuses on current problemd developing
instantaneous ways of solutions. Moreover; expe&sn intuitions and
common sense have crucial roles in problem solpiogess. Thus, simple
solutions are offered when the problems turn ihtedts.

Table 2.Evaluation of MoCT’s 2010-2014 Strategic Plan Acling to Inactive Approach
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1-) Closed to external environment and effects.

2-) Indications of problems are suppressed ratiear settling problems.

3-) Current structure and system are preserved.

4-) However, minor steps are taken under very gsraitack or crisis.

In Table 2, there are several assumptions thatotiganizations
pursue while making decisions about the crisisblemms etc. In MoCT
strategic plan 2010-2014, it is not feasible tafout any strategy which is
developed considering inactive approach. Thereiordable 2, there are
only some principles of reactive approach rathantstrategies. Even MoCT
is a public institution; it is promising not to samy inactive strategy in their
strategic plan.

Table 3. Evaluation of MoCT's 2010-2014 Strategic Plan Acting to Preactive
Approach

a) Transferring information and documents aboutcal assets to electronic media for

easy and fast service (Kultir ve Turizm Bakanl2010: 63).

b) Raising public awareness through activities enitiportance of cultural assets with
mass media and internet (p.63).

¢) Sharing outcome reports of activities on eladtranedia (p.65).

d) Organizing domestic and international advergjsotivities through mass media and

internet in order to raise culture tourism potdrdfathe country (p.65).
e) Supporting the staff in joining educational paogs on computer skills, foreign
language and post graduate (p.68).

f) Taking measures to make the staff use informadiod communication technologie
while providing services to the maximum extent §).6

g) To empower communications infrastructure in otdemake the staff use information

and communication technologies while providing &® to the maximum extent

(p-69).

h) Making project research, development and tragimictivities in information and
communication technologies in order to protect imticbduce cultural and natural assets
(p.69).

i) Establishing Management Information System (jp.69
j) Updating activities electronically and integragiinto Management Information
System, making it possible to follow and measuréqp
k) Diversifying the training programs (p.64).
1) Meeting the need for technical equipment andeeixstaff (p.64).
m) Increasing the organizational capacity basedxpertise (p.68).

1-) Science and Technology are used.
[
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a) Supporting local, national and internationaiviti®s that introduce, support and
develop our cultural assets (p.63).

b) Transforming cities with rich cultural and natlvalues into tourist attractions (p.64).
¢) Activating total quality concept in every aspettourism sector, sustaining qualit
applications (p.64).

d) Diversifying surveys and research etc. on theices of ministry, changing demands

and trends (p.64).
e) To benefit from European Union financial assiseaand Community Programs in the
fields of culture and art (p.65).
f) Strengthening cooperation with national andrimi¢ional culture and art organizatigns
(p.65).
g) Incentive rewards and support (p.65).
h) Supporting artists of our country in internatibevents (p.66).
i) Making art events accessible to larger audiefpss).
j) Participating in international art events (s.66)
k) Increasing the production of works of idea (3.67
I-) Evaluating the staff demands (s.69).

a) Preparing, updating the work flow of processes r@gulations for activities, financia
decisions and transactions and sharing this infoomavith the staff (s.68).

opportunity to
use

a) Introducing a physically feasible, public-orietitand sustainable planning approach

that supports economical development (p.64).

b) Monitoring international culture and art devetemts on site, sharing evaluation
reports with the public (p.65).

¢) Working for full compliance with inner controystem standards (p.69).

d) Planning human resources in all units, emplogiiadf with appropriate quantity and

quality p.69).

through predictions
on future

a) Determining demand-oriented advertising strategnd campaigns according to
features of markets (p.64).
b) Cooperation with private businesses that produtteral services (p.65).
¢) Encouraging private sector to participate invit@s that contribute to culture, art and
guiding them through administrative and technicgiport (p.66).
d) Making satisfaction surveys continuous (p.69).
e) Increasing the knowledge level of tourist guitheerms of adaptation to changing
tourism trends (p.64).
f) Implementing certificate system effectively whiwill increase the workforce quality

(p.64).

there is no need for

b-) Competition is crucial and4-) Planning is made| 3-) Change is | 2-) Short-term and minor plans are made for future.
regarded as ar
cooperation with others.
organizations

Table 3 that is given above shows the strateglgshawvere designed
in respect to preactive approach. In the tablagthee 36 strategies and this
constitutes nearly half of the overall strategieisted in the strategic plan. In
other words, %48 of the strategies in the stratplgin which are appropriate
to be evaluated are taken place in Table 2. Thi@s that, MoCT highly
follows preactive strategies in order to raise el of Turkey’s Tourism
and gain a better reputation. Hence in the strasegicience and technology
are eminently used, change is regarded as an opjityrto make a progress
and plans are devised through predictions on futbrethis way, MoCT
organizes every unit of the ministry and the stakddrs in the Tourism
sector to be prepared to compete against pionéeuedm countries.
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Table 4. Evaluation of MoCT’s 2010-2014 Strategic Plan Acling to Proactive Approach

a) Supporting local, national and internationabj@ets that support, develop and advertise pur
cultural assets (Kiltir ve Turizm Bakan|12010: 63).

b) Planning historical, touristic and natural valwé the regions according to 2023 Turkish
Tourism Strategy and developing tourism types shitthe current potential (p.64).

c) Developing policies and models that will makéwe and art events accessible to all social

groups, enabling cultural participation (p.65).

d) Patrticipating in international culture and ewents, informing the public on developments

in these fields (p.66).

e) Informing and educating the public on violatafrrights (piracy etc) (including it in primany

school cirruculum) (p.67).

f) Establishing organizational culture based onlijoation, career and categorization (p.68).

g) Improving the publications on Turkish culture; @and literature in terms of quality, numbe

and variety, enriching publications (p.65).

1-) Attempts to design future within an
idealist point of view

a) Developing positive relations with all actorsaiivertising sector, mass media and other
stakeholders, organizing international meetingstihg international meetings and
participating events abroad (p.64).
b) Informing the publishers about using internagicstandard numbers, making them
contribute to the system (p.67).
¢) Adapting to the European Union regulations astdtishing the administrative capacity In
order to protect cultural and natural assets (p.63)
d) Regulation of administrative and legal regulasicadapting to the European Union
regulations (p.67).

taken as the basis.

a) Establishing Turkey Cultural Portal (s.69).
b) Supporting projects on infrastructure and laagsty (p.64).

are made by using| management model is
science and
technology.

a) Arranging events according to the expectatidrssaikeholders (p.65).
b) Integrating local administrations into localtouél services, increasing the share of private
sector in cultural services (p.65).

functioning of
organizational structure
and the usage of
resources.

a) Adapting to the European Union’s regulation agvpnting illegal import, export and change
of ownership of our cultural and natural asset§3p.
b) Cooperating with provincial organizations andz8lepment Agencies to use tourism as gn
effective means of local and regional developmpré4).
c) Participating exhibitions and cultural eventsoald in order to introduce in international
platform (p.64).
d) Strengthening cooperation with national andrita&onal institutions in the fields of culture
and art (p.65).
e) Empowering cooperation with local administrasi¢p.65).
f) Empowering cooperation with local administrasdior information-sharing and coordinatipn
p.66).
g) Sharing information and coordinating with privétusinesses that produce service.
h) Increasing representation and cooperation (p.67)
i) Increasing representation and cooperation witfekevant public/private (s.67).
j) Having a representative at the World Intellet®perty Organization (WIPO) and Worl
Trade Organization (p.67).
k) Increasing joint research and work with othéevant organizations (p.68).

[oN

5-) Having coordination and cooperation with| 4-) Tend to change the 3-) Long-term plans| 2-) Multi-dimensional
systems inside and outside their regions.
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Table 4 basically provides the main essentialprofctive approach
and also the strategies which were listed in thetesgic plan of MoCK. 26
strategies are listed as a type of proactive gfyat@ overall evaluation, it is
possible to claim that %35 of the MoCK'’s strateg@® formulated in
accordance with proactive approach. In order tagdethe future within an
idealist point of view, multi-dimensional managermemodel is taken as a
basis and long term plans are devised by usinghesei@nd technology.
Furthermore, coordination and cooperation with otleuntries and
international unions are regarded considerably iakucThus, various
strategies were developed so as to manage the wbhalk were set in this
context.

Conclusion

Strategic planning has been frequently used by fmtblic and
private institutions since the 1980s. With strategianning techniques,
organizations clearly set their mission, vision aymhls and take further
action. Thus, highly-competitive private sectorangations depend on the
success of strategic plans. On the other handgegicaplans are made in
public institutions to provide more efficient ser@s. Each organization
follows a different planning approach while makisigategic plans. Some
organizations pursue proactive and pre-active gmbres in order to control
the factors that may occur in future, grow, develompve appropriately
against threats and use opportunities while othmmsue inactive and
reactive approaches so as to stand against charggerve the current status
qguo. The most efficient method for creating publalue is resorting to
governance mechanism and involving citizens in adstration for their
satisfaction. In this context, public organizasorather adopt proactive
approaches that intend to influence and changertigonment in favour of
public values and joint benefit instead of reactypproach that urge private
sector organizations to adapt to changeable enwieotal conditions (Barca
and Nohutgu, 2003: 343).

When the strategic plan analyzed, it has beenoolsly seen that
MoCT is a ministry with preactive and proactive aggrhes unlike most of
the public institutions. The percentages are %48 fweactive strategies,
%35 for proactive and %17 for reactives ones. In ¢lassification of the
strategies according to planning approaches, nibisfeasible to claim that
inactive approach has any impact on the stratedi#=sice, goals and
strategies in the strategic plan are future-origbreied aim to make Turkey a
tourism brand. 2010-2014 strategic plan is mostigaptive and partially
proactive, enabling coordination all the units oinistry and pursuing a
detailed roadmap to achieve the objectives. Asbmaminderstood from the
tables, 2010-2014 plan was prepared mainly witheagiive approach. The
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plan has short-term objectives, lacking long-tetemping that will establish
Turkey’s tourism brand and guide the sector. Tonrgector that plays an
important role for the national economy must notléi# only to private

companies. Rather, putting a proactive strategicagement into practice in
order to guide the sector and transform Turkishrisou into a brand and
designing plans for such purpose will move Turkeye cstep ahead in
tourism sector.
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THE ARCHITECTURE OF EU COMPANY LAW
PROVISIONS
PROTECTING WHO, WHAT AND HOW?

Lela Mélon, MA
University of Aberdeen, Scotland
University Pompeu Fabra, Spain

Abstract

The stakeholder-oriented nature of EU companydamwbe observed
in the case of public or private limited liabilipmpanies. In the case of the
former, protection of shareholders also comaseénforefront and it can be
found through the information model legislatiodgmanding all relevant
information to be presented to the shareholdersthenbasis of which the
shareholders take on the responsibility for theacisions. This shift of
responsibility for protection from legislative ptieions in the hands of
company law actors can be also observed in theafgs®visions addressed
to creditors , albeit in limited form. The interplaf the two legislative
approaches - information based Anglo-American @aghn and (minimum)
harmonization Continental approach can be seemghaut the body of EU
company law, including CJEU case law, but the Usene or another does
not always depend on the EU legislative policye Téck of harmonization
of some basic company law principles across theomaitlaws of Member
States contributes to these shifts of legislatippreaches and it does not
always coherently follow the aims and goals of Edidlature concerning
the internal market and international competitissneof European
businesses. In particular, competitiveness thabased on comparative
advantages and not merely on size is at the presemtent not promoted at
the EU level. A company that focuses on internaiwgh and decides to
change its legal form to public limited liabilitpmpany faces a vast shift in
applicable EU company law provisions that entaghhtosts, not providing a
visible initiative for businesses to undertake sgpetth. A shift in policy
considerations would be advisable to achieve tha tiat arose in the last
decades at the EU level: since internal markeddsy insured, international
competitiveness is next on the agenda and the paiity considerations as
they were provided in the 1950s cannot hold todaythe changed
circumstances.
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Sui Generis nature of EU company law and the imibee of related
provisions on its protective nature

The EU company law is sui generis type of comdamyas far as its
composition and substance is concerned and EU dadeéis field is simply
not available. Moreover, its exact substance isrdahed by national laws
of 28 EU Member States, which furthers the divgrsif protective
instruments and policies. In addition, the CJEUecksv and influence of
rules in other fields of EU law (capital marketsvJaorporate taxation law)
add its flavor to this equation and at the firstrgle, deducting a clear picture
on its protective nature is close to impossible.

All these rules were not created with unified pplconsiderations;
three phases can be distinguished historicallyhi@a EU company law
creation[l], creating a net of protective provisgohuilding a policy of
protection. But the protective nature spontaneowtdyeloped in these
phases does not necessarily coincide with thispiaage division. E.g. in the
first phase, ending in 1990s, the pro-active rdlthe EU legislator could be
observed and majority of the company law directiwvese at least envisaged
if not passed[2], and this may point in the direatof Continental (German)
style of corporate legislation[3] with the protecat of shareholders,
creditors and others, but a closer look at the tedaprovisions shows
different tendencies. Even thought the First Compdmaw Directive
encompasses substantive rules on the power ofseqedgion of the organs
and the validity of the transactions entered ingocbmpanies with limited
liability, the compulsory disclosure provisions sed¢o be its center of
gravity. But the information function of corpordeav is not a characteristic
of Germany style of company legislation; it is mdygical for Anglo-
American corporate law theory of company as neXusoatracts[4] and it
puts more responsibility on shareholders and aegliio act on the basis of
the information given than the Continental-stylgiséation does. This
interaction of both models is seen throughout thke dmpany legislation
and it creates a sui generis protective naturelbt&mpany law as its own
EU-style legislation. Determining this spontaneguskeated protective
policy contained in the EU company law legislatisrthe aim of research
that surpasses the scope of this article.

In substance, the EU never developed a truly Bureaf protection
of “members and others”. The aim of EU company kas always been the
creation and reinforcement of the Internal Marlketask carried through the
primary EU legislation with the provisions on theeddom of
establishment[5] and the famous Article 50(2)(g)EUF giving EU the
competence to regulate the field of company law' [ojoordinating to the
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necessary extent the safeguards which, for theeption of the interests of
members and others, are required by Member Statesompanies or
firms...”. What has been regulated therefore through EW’itidion of the
freedom of establishment in secondary EU legishatiere the safeguards
and protective measures already determined aetled bf national Member
States. Even though these policy considerationsnigeio national Member
States, the sum of them ultimately created EU’s pwiicy considerations,
even if only incidentally. Those policy consideoaus will be extracted and
gathered throughout further research.

For this spontaneously built EU protective poltoybe determined
with precision, the interpretation of the freedomestablishment in CJEU
case law is of relevance; not only in company lases, but also in tax law
cases. CJEU interpretations of the secondary EWsl&ign add to this
equation.

Since EU company law instruments in majority ratgl public
limited liability companies[6], the sphere of lawat regulates their legal
position from another point of view needs to bduded in the analysis, e.qg.
parts of capital market law. Indeed, since pubfhated liability companies
need to comply also with the rules of EU capitatkealaw(7], their conduct
on the market and their decisions on the form efabmpany and content of
the business they are carrying on depends alstiase thighly-harmonized
capital market rules[8]. At first glance those subre in majority offering to
(potential) shareholders and creditors vast infeionathat can enable
informed decision-making on their side[9], which ggasts that the
provisions on this legislative field lean more imetdirection of Anglo-
American style of company regulation. Whether iisves true or not is a
matter of further research, but if so, this wouldgest that the regulation of
public limited liability companies is leaning marethe direction of Anglo-
American policy of protection in company law.

On the other hand, the regulation of private kditliability
companies is so scarce in the EU that indicatiomstoathe nature of
regulation of this type of companies needs to bduded from whatever
regulation exists at the EU level, again combinéth wational company law
legislation. This is a difficult task, since the Hdday encompasses 28
Member States with divergent national company lalmsmajority non-
harmonized. Since in EU (in contrast with USA aodatcertain extent UK)
small and medium sized enterprises are prevailbijg[th majority in the
form of limited liability company, here legal stards on control
transactions or investor protection are not a phttie core principles. In this
field, different national solutions need to be exptl and summed up to a
general EU-wide protective nature in the case ofape limited liability
companies.
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The summary of all of these protective measurestatoed in
different building segments of EU company law oesatind represents the
sui generis EU protective nature. This nature weseal to by agreement of
EU Member States and was carried out in the EWtfitout decades, so it is
imaginable to envisage the ability of applying syecbtective model also to
new measures and directions in EU company law. ddmpetitiveness of
EU businesses worldwide should be seen as the olgective of EU
company law, after ensuring the creation of therimdl Market, and at its
best, remodeling some of the failed Company Lawe®ives under these
“common protective principles” might actually britigem to life. A shift in
EU company law policy is needed and this time dudt focus on small and
medium size enterprises as the cornerstone of Eihéss reality and the
basis for its future development.

[1] Pro-active harmonisation phase from 1968 utfi®0s, more Anglo-American oriented
era until the financial crisis in 2008 and posgfigial crisis law making oriented more
towards Continental law models
[2] In the period from year 1968 until 1990 FirSecond, Third, Fourth, Sixth, Seventh,
Eight and Eleventh Company Law Directives were pds®nly the Fifth Company Law

Directive on the structure of public limited liabjl company and Ninth Company Law
Directive on the law of groups failed and were nenhacted until today

[3] See more in J.J. du Plessis et al., German @atp Governance in International and

European Context, Springer-Verlag Berlin Heidelberg 2012
[4] See more in Bratton, William W., "The "Nexus @bntracts” Corporation: A Critical
Appraisal" (1989). Faculty Scholarship. Paper 839.
http://scholarship.law.upenn.edu/faculty _schola&89

5] Articles 49 and 54 TFEU

[6] At this point comments on the feasibility ofcbupolicy orientation to regulate in
majority public limited liability companies are otteid, since they deserve a deeper analysis,
not appropriate at this point
[71 More strongly harmonized field of EU law than ompany law
[8] See more in Grundmann, Stefan; Mdslein, Flor{2007) European company law.
Organization, finance and capital markets. Antwarpdolmes Beach, Fla.: Intersentia;
distribution for North America : Gaunt (lus commiatis series, v. 1), p. 3-9
[9] E.g. the detailed demands for the contentsrogpectuses in the Directive 2003/71/EC
on the prospectus to be published when securitieofiered to the public or admitted to
trading, as regards the implementing powers coafewwn the Commission, OJ L 345,
31.12.2003

[10] Roth, Glnter H.; Kindler, Peter The spiritaafrporate law. Core principles of corporate
law in continental Europe, p. 5
[11] The failed Fifth and Ninth Company Law Direas can be remodeled on the basis of
these EU protective principles an d presented els suthe Member States, which already
built in the past the protective nature of EU compdaw as it stands today, making it
politically more acceptable to move forward in fiedd of EU Company Law programme
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l.
Are the Treaties alone revealing on the interesitepted in EU?
a) Articles 49 and 50(2)(g) TFEU

Even if the Article 49 TFEU brings about the freedof establishment
as the cornerstone of the EU company law and Arts0(2)(g) TFEU
provides a tool to EU legislator to legislate imstfield, EU legislator still
has to act in this field in accordance with thenpple of conferral[1], the
principle of subsidiarity[2] and the principle ofgportionality[3]. This in
turn means that the protected interests cannoteberrdined solely at the
level of the EU law, but must be developed in adaoce with national
company laws within the scope of EU competencekd@xtent necessary to
achieve the goal of EU legislation in the fieldagimpany law. Already on
the basis of the freedom of establishment theretbee EU legislator is
limited as to what interests he may find worthytpoting at the EU level.

Majority of the EU company law instruments were &ad on the legal
basis of Article 50(2)(g) TFEU, under which the @oll and European
Parliament act by means of Directives for [€]oordination of safeguards
which, for the protection of the interests of merataad others, are required
by Member States of companies or firms with a viewmaking such
safeguards equivalent throughout the EThe wording of the this legal
basis itself suggests that the safeguards necefssgrgotection of “members
and others” already exist at the level of Membexte&dt and the EU role is to
make those equivalent throughout the EU. What 18anis though from this
legal provision is the fact that the EU never eaged company law as solely
protecting shareholders (“members”), but that ttekeholders are to be
taken into account too (“others”).

b) Articles 114 and 352 TFEU as a possible toaléweelop EU's own
protective policy?

Besides Article 50(2)(g) TFEU, Articles 114 and 35EEU have
also been used as a legal basis for EU acts ifidlieof company law. The
EU competence under Article 114 TFEU is based enajproximation of
Member States’ rules having as their objective #stablishment and
functioning of the internal market. Here the EU patence seems to be
broader; the scope of Member States’ rules that I[Eglslation can
approximate is broader and also the “approximatie®&ms a more vague
term than “making safeguards equivalent”. Undes¢heonditions the EU
seems to determine more freely whose interestaaimetprotected through
company law in that it decides to which standand fjoing to approximate
those Member States’ rules. On the other handT thiacco Advertising4]
case made it clear that legislating under thiclartiequires that the national
rules on the topic must differ substantially andttlthe general and
complementary EU powers[5] cannot be used to réguamatter falling
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clearly within the ambit of more specific provisioMoreover, the second
paragraph of Article 114 TFEU already excludes frim ambit of this
article the rights and interests of the employess.on the basis of this
article, the EU legislation could only express fiseferences on the
protection of shareholders, creditors and thirdspes, to the exclusion of
employees.

Another solution for expressing EU protective matgeems to be
offered by Article 352 TFEU, under which the EU dédgorms were
created[6]. This article is intended to fill thengpetence gap where no
specific provisions of the Treaty confer on the HEbtitutions the power to
act and such powers are necessary to enable the Edry out its functions
to attain one of the objectives of the Treaty[4hc® Article 50(2)(g) TFEU
represents such specific provision for enacting gretective measures for
“members and others” in EU company law, this |egasis can hardly be
useful for the EU to elaborate on its own protectizU company law
provisions.

c) The power of the openness of Article 50(1) TFEU

On the contrary, what could be used for the EWétermine its
priorities in protection mechanism of EU company l& Article 50(1)
TFEU. As the CJEU already stated Dimahatsu[8], Article 50(2)(g) TFEU
only sets out a non-exhaustive list of measurdsettaken in order to attain
freedom of establishment within the meaning of @eti50(1) TFEU. Since
Article 50(1) TFEU confers on the Council and Ewap Parliament the
power to adopt directives to attain freedom of lshment, the EU
legislator (limited by the three principles mengdnat the beginning of the
paragraph) can enact measures promoting legal irdgrtand building
confidence if such measures lift hindrances to comgs exercising their
freedom of establishment. This article has alrdaelyn used in the adoption
of the Takeover Directive[9], in which the hindrenovas seen in
impediments “to the acquisition of shares of ans&éxg company”
(protecting (potential) shareholders) and in theptidn of the Shareholder
Rights Directive[10], where the effective shareloldontrol was seen as a
prerequisite to sound corporate governance andefsnp to attain the
freedom of establishment[11]. Therefore, if “himras” were already
interpreted in such a broad way, these might alsordpresented by
insufficient protection of members and third patiading to the race to the
bottom by Member States, as recognized in 2002 Repo a modern
regulatory framework for company law in Europe[l2linder these
conditions the EU might set the bar of sufficiembtpction as high as it
deems necessary (principle of proportionality) iswere the efficient exercise
of companies’ freedom of establishment across tie e architecture of
the protection envisaged until today, as it willrbeealed by further research
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of the substance of secondary EU legislation, andeu the measures
envisaged in the near future, will reveal the e preferences that could
be pursued through the means of this article featoon of proper sui generis
EU protective policy in the field of EU law.

CJEU interpretation on the freedom of establishmengas an influence

As far as the CJEU decision making is in questitsngontribution to
the developments in the field of EU company lawrigleniable. Not only did
it interpret the secondary EU company law legistatnd its provisions, but
it also interpreted multitude of national legal m@&@s on the basis of
primary EU legislation (especially the freedom sfablishment) in multiple
fields of EU law, not solely in pure EU company laases.

For the purpose of this research, the CJEU’s oeeimaking can be
divided in three groups: its interpretation of theeaty-based freedom of
establishment in company law cases (mainly whergingd on Member
State’s refusal to allow the move of company’s detd head office), its
interpretation of the freedom of establishmentax kaw cases and last but
not least, its interpretation of secondary legistatin the field of EU
company law. While the first two are going to béaked in the scope of this
paper, the last one is going to be omitted atpbist, since it presupposes a
thorough review of the content of secondary EU actke field of company
law and is therefore too early for its analysis.

a) Does the CJEU take position on whose intetegtsotect with EU
company law?

The most renowned and quoted EU company law aciegesfrom the
year 2000 on, coinciding with the second phasehefdevelopment of EU
company law, in which more tendency toward Anglo&kiman model can
be noticed. While generally new ideas and more $anfid approach
developed at the level of EU legislature, the C3iElthe other hand made
sure that the Member States are allowed to use jhesdiction in EU
company law only to the extent and in a way as @@ with the Treaty
based freedom of establishment and with applicetmepany law directives.

Centro$13] showed that even when EU citizens use thegdom of
establishment solely to choose the most lenienbmat law to establish a
company, the Member State with less lenient compawny provisions (in
this case Denmark with its minimum capital requieats) cannot prohibit
the establishment of such a company. CJEU expldimsida Member State
is allowed to restrict the freedom of establishmemily if there is no other
way of countering fraud or protecting creditors.EQJ here specifically
stated that the creditor protection is compatiblighwhe spirit of EU
company law but that it has to be carried out & lgmst intrusive manner
regarding the freedom of establishment. This statgncombined with the
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fact that the CJEU also reminded Member Statedigjudgment of their
option of adopting EU harmonizing legislation instlarea of company law
shows EU general acceptance of the possibilityldfnde protective policy
in this field, obviously including not only shardtiers, but also creditor
protection. By the inborn nature of the Internalrkéd, if these safeguards
would be harmonized throughout the EU, the questidoreach of freedom
of establishment would not emerge at all. In tlase; regarding the content
of creditor protection under such non-harmonizettfiCJEU saw as a less
invasive measure “[m]aking it possible in law for public creditors to
obtain the necessary guarantee&Y¥ this statement, the CJEU took a stand
that national legislation can perform the inforroatifunction, but that the
precautions that are to be taken are the respditysiiifi the creditors, which
must inform themselves about the fact that the @mps regulated by
another set of rules, different from the nationa¢® These facts seem to be
indicating that the EU is inclined to the Anglo-Anoan system (based on
the information function) due to the lack of EU manization in this field
but that it would prefer the Continental approa¢hmandatory provisions,
for which Member States’ agreement would be needed.

Uberseering[14]decision built uporCentrosand brought more legal
certainty for creditors and shareholders across Ehk since it clearly
determined the obligation of Member States to raegthe legal standing
of companies lawfully formed in another Member &tafhis ensures the
enforcement of creditors’ and shareholders’ righatsd therefore their
practical utility. Their protection under EU law uld otherwise be left
without substance. Moreovdnspire Art[15] reminded Member States that
no additional conditions can be required from comypalawfully
incorporated in another Member State in order fdoido business on the
territory of this Member State. CJEU reiteratedt thya Member States not
taking harmonizing actions in the field of protgetimeasures, they have to
accept that the companies doing business on #reitory might have lower
protective standards regulating companies’ conduntt that in this case
shareholders and creditors alone need to informmgleéses on the content of
this foreign law. Again, this solution seems torespond more to the Anglo-
American model but again it seems that only asrs@eguence of the lack of
common EU standards of protection and not an Etéprece.

When we take a look &artesio[16] decision, such limits are clearly
shown in the fact that a Member State is allowedotadition the application
of its law to a company on the fact that the comyphas to retain its
registered office on its territory. The Member Sttterefore does not need
to take on the burden of applying its protectivevsions on a company
with no real connection to this State. The equililbr of protective
provisions in this Member State is therefore tak#&on account and once
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again here the CJEU reiterates the fact that $sisel needs further legislative
measures at the EU level.

In Sevic[l7], on the other hand, CJEU explained that company
transformation operations constitute[p]articular method of exercise of the
freedom of establishment.arid placed the protective role of company law
in the Member State in which the new, restructurechpany is registered.
Once again, due to the lack of harmonization irs tineld, the creditors,
shareholders and also employees of the company uveaiganization are all
of a sudden facing a different set of protectiveesu This can be either
beneficial or detrimental to them, but the facthiat it does not contribute to
legal certainty and it does have an impact on detisiaking of “members
and others”, which shows that also in this pointvadw, harmonization
would have been beneficial. Such uncertainty atteb to reluctance to
broaden one's business across the EU to the datroh&U competitiveness
on the world markets.

b) The outcome under CJEU wording in company lasesa

What can be seen from this brief overview of CJESeclaw in the field
of EU company law is that the protection envisadged “members and
others” in national company laws of different MembB8tates stays
untouched if it is in compliance with the freedomestablishment and with
secondary EU legislative measures, in principleugng information flow
sufficient enough for those “members and othernow what their level of
protection in a particular case is. The CJEU iss@iantly reminding the
Member States that further harmonization measuresthis field are
advisable, which shows that the current orientatitovards Anglo-American
information model is not a preferred path underviesy. The tendency to
what the majority of the Member States is and wattcally inclined, the
Continental model of mandatory provisions, can ticed. The only crucial
thing missing in achieving this common protectiv@iqy is what further
research on this topic will do: a comprehensiveraeg of the protective
company law provisions as they stand today and ragsaged in the
proposed future measures.

c) The correlation between the protective role bf @mpany law and
CJEU decisions in taxation of companies and shiteh®

The Court has dealt extensively with the intergretaof the freedom of
establishment also in preliminary rulings on cogtertaxation. Its decisions
on corporate income tax also brought landmark juglgs) on the equal
treatment of branches and subsidiaries, the cros$seb compensation of
losses and on the taxation of cross-border servidehievement of the
internal market was in the forefront; the decisioms the taxation of
individual and corporate shareholders also conteibto it[18]. Although the
Court is not expressively dealing in these caseth e question of
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protection of “members and others” in company laig decisions

nonetheless bear consequences on the nature deuédrof protection

already contained in provisions on EU company laumce it creates a
guarantee to a certain extent of the same taxntezdt for companies
deciding to do business cross-borders as if theyldvbe doing business in
one Member State. Moreover, their freedom of seapnéstablishment is
today a matter of settled case-law[19]. What ndedse taken a look at is
how this influences “members and others” in thesamanies.

d) The Court acts proactively in the field of tagat

To understand the nature of the influence of théseisions on
“members and others”, the structure of case lawarporate taxation and on
taxation of corporate shareholders is revealinthensense that it shows the
efforts of the Court to ensure a level-playingdiamong purely internal and
cross-border situations in the EU and by doing rssueng even protection
and opportunities for “members and others” acrbes5U.

As far as the case law on corporate taxation micemed, the CJEU
decisions on the basis of the freedom of estabksttasually demand equal
treatment of resident and non-resident seconddaplkshments[20] if they
are in “comparable situation” from the side of horags well as host
State[21]. For instance, what is demanded fronsitie of the EU law in the
host Member State is that it must treat a branch bpn-resident company
in the same way as a branch of domestic companyed{er, the host
Member State must also treat equally subsidiarfesom-resident parent
companies and those of resident parent companies[?#s first and
foremost brings advantages to companies, which damose the most
appropriate form of business-making in other MentBiates. If differential
tax treatment cannot influence decision-makingermts of where to start or
continue the business of the company in questima business can expand
more rapidly. Not only that; since more burdensaaxeprovisions for cross-
border business making are limited to exceptioredes by CJEU case
law[23], this guarantees that cross-border businesising will not be tax-
vise disadvantageous for the company and it allibwes spread its business
and growth faster and more efficiently than in casbere such
discrimination would be allowed. Not only can thisng higher return to the
shareholders, which will incentivize them to suppeuch cross-border
growth, it can also reassure the creditors aboeir flayment, since more
financial assets are kept in the company that éedid spread cross-borders,
than it would be the case if tax discrimination Veblbe allowed. In this case,
even higher employee protection can be envisagedeims of more
predictable and stable business-making, bringirgsibty with it more stable
employment. All in all, the business growth in B8 becomes more “user-
friendly”, enabling the EU world-wide competitivesgeto become reality.
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The home State is also obliged to treat branchesther Member
States equally as branches created on its territogll the possibilities to
carry-over the losses in the host Member State baea exhausted[24]. In
this field therefore timing differences can be meéntal to foreign
established entities and due to this flexible CJHecision-making,
shareholders of these companies can be dissuamladcfeating branches in
other Member States, in turn influencing not orilg tnternal Market but
more specifically investment decisions of the conmyp@ question. Here
shareholders cannot use the benefit of limitedilitglthroughout the EU
efficiently and the creditors might be more relm¢tdo enter into the
business with foreign branch exposed to the optfomon-carrying-on of its
losses.

Since subsidiaries differ from branches in tha tormer have its
own legal personality, the CJEU case law on foresgbsidiaries differs
from the one on branches. In case of subsidiaimesguality between
subsidiaries of a “home” company and subsidiarfea Goreign” company
is unjustified under the freedom of establishmésit[Besides the cases
where this restriction on the freedom of establishinpursues legitimate
objective and is justified by imperative reasongiublic interest[26], these
decision again create incentives for shareholderexpand the company’s
business and more willingness from the side of itvexito enter into the
business with a subsidiary of a “foreign” companye to higher legal
certainty in the field of company taxation as toaivthe financial position of
such subsidiary is. The common EU business market market for
corporate control as well as general cross-bordeerations is also
incentivized through financial encouragement, ladiiing to the use of the
protective provisions offered by the EU legislattoeEU wide operations.

e) Shareholder protection strengthened: a speCifiEU agenda or
simply a result of special shareholder role in pulainited companies?

The CJEU case law also touched upon taxationaresiolders across
the EU. Before analyzing the decisions, one may iaske shareholders
benefit from these CJEU judgments more than thieelst’ in company law,
e.g. creditors and employees. But since neithgéhade two categories are
taxed on their participation in a company (besidesme tax of employees,
not connected with corporate taxation), their esidn from separate CJEU
decision-making seems natural.

Regarding outbound dividends, the CJEU took ursteutiny the
withholding tax systems as well as tax credit systelf a Member State
levies a withholding tax only on dividends paidfdoeign parents and not to
domestic parents, this constitutes a restriction the freedom of
establishment[27]. Subsidiaries are therefore tdlkedsame no matter where
their parent company comes from, which places $indders of such
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subsidiaries on the same level and reinforces tieentives of their
shareholders to keep and/or create business cooderb. The decisions on
tax credit systems follow the same line; when asgliary of foreign
company is liable to tax on its dividends, themlssdiary of home company
needs to be treated the same (both taxed or bethEed)[28].

A Member State is also not allowed to provide ggemptions only
for dividends received from a domestic company bat for the ones
received from a foreign company[29]. Although tHiscision was taken on
the basis of the free movement of capital[30] gotead under the Treaty, it
protects the financial interests of shareholdersnuiti-national companies
operating through subsidiaries in multiple Memb&t& and therefore their
incentives for cross-border business making. Theetiteof limited liability
of such shareholders is therefore better utiliZdte same goes for the EU
prohibition of determining a different tax rate doreign and domestic
inbound dividends[31].

Shareholders’ incentive to invest in cross-borbasiness and to
maximize the benefit of their limited liability ued company law is
furthermore protected by the CJEU decisions on ttre treatment of
acquisition, holding and alienation of shares. 8halders of EU companies
which are resident in other Member States may moexcluded from tax
advantages linked to the acquisition of sharesfB@] the mere ownership of
foreign shares may not be taxed in a discriminatorgnner[33]. The
possibility of deducting the costs connected witrtipipations in foreign
companies must be given, if such possibility exifis participation in
domestic companies[34], not to hinder the creatbsubsidiaries in other
Member States. Moreover, since capital gains atenofaxable in the
country of residence of the shareholder at the nmbroethe disposal of the
shares, this can lead EU residents to transfer teeidence before selling
their participations to benefit from a more favdeatax regime. But this still
does not allow Member States to tax the shareh®ldpon the move on
unrealized gains and it is said to be contrary be tfreedom of
establishment[35]. This brings additional posdiieiti for the shareholders to
pursue their financial goals and ameliorate tharicial positions also by
the means of their own actions. Does this fact sQ¥EU inclination
towards the interests of shareholders? | think tiiatdeduction would be a
bit far-fetched; the CJEU intention is to keep thiernal Market intact and
to this extent in this particular case, the shaddshg’ interests are
incidentally further promoted.

f) And the winner under CJEU case law is...thermaeMarket

As seen, CJEU decisions in this field facilitatee tfreedom of
establishment of companies and the creation anelal@went of the Internal
Market. Although this first and foremost benefitee tEU companies in
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general, it also facilitates shareholders’ benefit limited liability and
provides incentives for them to be involved in srb®rder EU companies.
This case law provides the cross-border busines€els with a higher level
of legal certainty, which might encourage credittosengage in business
with companies across the EU to a greater extemt they would before the
CJEU clarifications were made. The internal as wasllexternal growth of
businesses is therefore facilitated, bringing pectp for further
developments in this direction.

Moreover, with its decisions on shareholder ta@tiCJEU further
protected incentives of EU shareholders to invesbss the EU and to
maximize the utility of the benefits granted undg#y as well as national
company laws.

In the end, CJEU case law in the field of taxatioes not bring new
protective measures for “members and others” inBbelaw, but it does
make the already existing protective measurestefeeand used to their full
potential across the EU, which is an importantueabf the building process
of EU protective policy in EU law. Without suchrfirinterpretative actions
on the side of the Court the provisions of EU laauld be rendered empty
and their wording just an unexploited option orepr.

Secondary EU legislation as the protective substaeat the EU level

With no systematic EU company law, in order toabé& to ascertain
its protective nature, its individual provisionsedeto be looked at, including
their amendments and subsequent interpretatio@9BU case law.

Looking at the historical developments of the $&ive process on
this subject matter, one can notice that the fitsd must have been one of
harmonization, since all the envisaged EU compay tlirectives carry
numbering in their names: from the First to the f@enth Company Law
Directive[36]. This phase of EU company law carlibveted in time as from
1968[37] until around 2002, the time when the Cossioin created its 2002
Communication[38]. Out of the fourteen envisagedsoees five were not
successful in this period: the Thirteenth CompargwLDirective on
Takeover Bids, the Tenth Company Law Directive omosS-Border
Mergers, the Fourteenth Company Law Directive oas€iBorder Transfer
of the Registered Office, the Fifth Company Lawdgtive on the structure
of public limited liability companies and the Nin@ompany Law Directive
on group law. The latter three were indeed nevercted. On this basis,
while searching for the nature of protective measun the EU company
law, the measures enacted (and as amended) sheufdsb taken into
account. Moreover, does the jump from the firstgghaf harmonization in
the second, post-year 2002 phase of soft law-makimagdel rules, battle
among the Anglo-American and Continental law andhpetition among
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national company laws show also a switch in thed@bpany law policy of
protection? And last but not least, in the lastgghaf EU company law,
triggered by the world-wide financial crisis, bréiign the forefront more
national protectionism and at the same time maerventionism also from
the side of the EU, especially in the financialtsgcthe fueling source for
EU companies. Was this change brought about by iéreanclination
towards the Continental law and its mandatory law mrotection of
stakeholders? Or was this just a reactionary moveontain the damage
done by too liberal legislature in the field of qoamy law outside the EU?
a) The protective nature as build by the exissagondary legislation
Although at first glance the First Company Law dgtive[39] is
more information oriented due to its disclosure deds, a closer look
reveals that it contains multiple minimum proteotictandards in its
mandatory provisions[40] that lean more towardsQGloatinental system of
protection. It is not oriented towards shareholdg@mtection but more
towards third party protection; the data demandéd #rticle 2(1) of this
Directive are more about the protection of creditoand potential
shareholders, since the shareholders are in ang tase naming the
directors or are gathering all these informatiomtigh the general meeting.
Since the publication of all accounts was demarfdegublic and private
limited liability companies in all Member Statesist provides additional
protection for company’s creditors and potentiareholders. And last but
not least, the demanded disclosure of informatiooué directors under this
article is aimed straight at protection of thirdtms. The protection of third
parties is moreover seen in the first paragrapAratle 9, determining that
ultra-vires transactions bind the company. ECJIfitseade clear in
Rabobanfd1] that the mandatory provisions for protectidntlord parties
are preferred in the scope of this Directive, wisilating that Article 9(1) is
lex specialis to Article 3(5), which determines fttisclosure requirements.
Under this Directive, the reasons for nullity ofngmany are extremely
limited and by this shareholders’ limited liabilignd creditors’ interests are
protected. The nature of the First Council Direetthanged slightly with the
amending Directive 2003/58/EC, which brought abmaking company
information more easily and rapidly accessibleifiderested parties through
electronic means[42]. Emphasis under the amendestidie is more on its
information function, but the majority of the Ditae still contains
mandatory rules on content of the disclosure, wischiso visible in the fact
that in case of discrepancy between the originall d@me voluntary
registration in additional languages, third partsy still rely on the
voluntary registration if they were not aware abthe existence of the
original version[43]. Furthermore, the interpretatiof CJEU of Article 6
shows this continental law nature of protectioritofd parties even clearly.
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In Diahatsy44] it ruled that a Member State is not allowedrégtrict the
members or creditors of a company, the central sva&uncil or the
company’s works council the right to apply for ingg®mn of the national
penalty in the event of failure by a company tdfilfuthe obligation of
disclosure of annual accounts. The enforcemertt@ptovisions of the First
Council Directive is therefore essential and thegtality of demanding
such enforcement must be given to shareholdemditore and employees, as
interpreted by the CJEU.

The Second Council Directive[45], although focusedly on public
limited liability companies[46], seems also to beser to exhaustive code
than a minimum standard, since Member States gaplesuent its rules by
stricter provisions only where express authorizatio such extent has been
given in the Directive. Moreover, as CJEU made rcladPafitis et al.[47]
that the Second Council Directive remains applieatd companies in
financial difficulties even if subject to speciabliective liquidation or
rejuvenation procedures even if the company's $ludders have been
temporarily divested of their powers. Therefore tnain focus of this
Directive is not the information function but mataty provisions for all
public limited liability companies in the EU (Conéntal model). The main
protective focus seems to be on the potential bbéders and creditors, to
that extent the following provisions need to be toered: Article 5 on the
number of members of a company, payment for sharadicle 9, valuation
of non-cash consideration in Article 10, seriousslof capital in Article 17,
maintenance of capital in Articles 15 to 24a, lexitacquisition by a
company of its own shares in Articles 19 and 22 andlly reduction in
capital in Articles 30 to 39 of the Second DireetiThe shareholders of a
company seem to be limited in their actions andimdhe forefront of the
Directive’s protection, since under Article 15(I)etamount of possible
distribution to shareholders is limited.

The Third[48] and Sixth[49] Council Directive ohet other hand,
dealing respectively with national mergers and gilbns, seem to be more
information-oriented, as under Anglo-American lé&gise approach. It
contains mandatory provisions in majority ensurinfprmation rights to
shareholders to be able to make an informed andlimdecision on the
merger/division at the general meeting[50]. Drafints of these operations
need to be published at least a month before thergemeeting to decide on
the operation[51] and two sets of reports on trdrsdt reports need to be
provided: one from the boards of all the compaimeslved and one from
the side of experts appointed by national admiaiiste or judicial authority.
Nevertheless, both Directives contain mandatorgsraf substance too; the
majority needed for the decision taken at the gdrmaeeting, shareholders’
rights of inspection and the conditions where #llswed to omit the general
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meeting. Moreover, protection of creditors whosamk ante-date, but have
not fallen due by the publication of the draft terdemands such mandatory
provisions[52]. Since division entails more risks €reditors than a merger,
additional protection is provided for them in thenh of joint and several
liability of the recipient companies if the creddohave not obtained
satisfaction[53]. For protection of ‘members andhess’, Member States
must also determine civil liability of members dletcompany’s organ for
misconduct in a merger or division and for the rmomiuct of experts
responsible for drawing the report. The nullityroérgers and divisions is
moreover subject to strict conditions containedath Directives[54]. The
general picture on these two directives is theeefeinforced protection for
current shareholders and current creditors in digtlgr Continental and
partially Anglo-American legislative approach.

In turn, the Fourth[55], Seventh[56] and Eightj[5Council
Directives will be examined together, since theg highly interconnected
and they follow the same protective pattern. Thghe Council Directive
has been enacted in order for the Fourth and tker8® Council Directive
not to have limited effect due to divergent quaéifions of auditors across
the Member States. This Directive follows the Coatital approach and in
Articles 3 to 19 determines the conditions for M@mBtates’ approval of
auditors and requires publicity of information arck auditors in Article 22,
and by doing so protecting potential and actuatedi@ders and creditors.
The Seventh Directive builds on the provisions bé tFourth Council
Directive on annual accounts, following the saméngyples contained
therein and determining the conditions in which tloe sake of clarity and
‘true and fair view’ consolidated accounts must drawn up[58], while
retaining the protective nature of the Fourth CaubDaective. The Fourth
Council Directive itself is in fact a compromisetleen the prescriptive
continental approach[59] and pragmatic and flexil#eglo-American
approach of accounting principles being subjea general requirement of
true and fair view[60]. Even though the CJEU hagest multiple times that
the principle of ‘true and fair view was a primagbjective of this
Directive[61], this seems to be only the umbreltan@ple which is to be
carried out by means of prescriptive provisionsthier defining its content.
The prevalence of the Continental approach carbserged through Article
31(1) on valuation on the prudent basis, Articl@)2¢hich provides that this
Directive contains only minimum standards and thtaited prescription of
the content of the annual accounts throughout theecfive. Those
provisions protect primarily potential shareholdarsl potential creditors,
which through obligatory publication of requirednaal accounts gain the
necessary information to take an informed decisidhis transparency
increases general trust in the EU market and EUpeoies, attracts foreign
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investments and ensures a level playing field amBbgMember States’
companies, since their annual reports become c@hlear

The Eleventh Council Directive[62] on disclosurg branches is
protecting third parties through (limited) disclosu it must disclose
information with a reference to the register of twmnmpany of which the
branch is part. By the additional disclosure orpasver of representation, its
name and the legal form and any winding up or weaty proceedings the
creditors in the state of the branch are additignaiotected. The nature of
this Directive is closer to Anglo-American approadmnce it is focused
strictly on its information function and it putsetihesponsibility of protection
on the protected parties themselves. On the othed,hin the Twelfth
Council Directive[63] on single-member private lied companies,
creditors’ and shareholders’ protection in nothe forefront; its purpose is
more to offer additional means of encouragement tf@r creation and
development of small and medium-sized companiese Tmotective
measures under this Directive are completely in tleds of Member
States[64].

The Stock Exchange Law Directive[65] on the othend is in
majority containing minimum harmonization ruleghe benefit of investors;
current and potential shareholders. It is meabuitd up investor confidence
through determining a body of mandatory rules fibitree Member States.
While the rules on admission to listing are deteing the minimum
conditions for equivalent protection for investatdhe EU level, the rules on
listing particulars are determining only the infatmon to be disclosed for
investors[66]. In this spirit the The Transparemiyective[67] demands a
half-yearly report from listed companies in the EWhich tends to be
oriented more towards the Anglo-American spiritregulation, since only
essential details are demanded. This mixture ofhau=t for investor
protection is nicely seen in the General Prospe@usctive, which is
defining the contents of the prospectus wheretmdjs is sought and only
vaguely defines the content of information for p@stus where no listing is
sought. This specific approach can be observediginaut EU company law
legislation: regulating with more Continental apmb public limited
companies while using the more flexible Anglo-Ancan approach for
private limited companies. The exception to thie tan maybe be seen in
the provisions on major shareholdings in Transpardirective[68], which
determines the minimum standards for investor ptmte through the
information function: the acquirer is under obligatto notify the company
and the competent authorities on his acquisitiahtaen the company needs
to disclose this information to the public. But matter what the legislative
approach in each of these Directives is, the onesegted with their
provisions are (potential) shareholders.
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And last but not least, the Thirteenth Directivl§[&cknowledges the
fact that the possibility of hostile takeover hamsiderable advantages for
shareholders compared to mergers[70], so it ptéem by giving them
exclusive competence on the final decision abceitakeover. The Directive
balances the Anglo-American and Continental legisda approach, by
protecting minority shareholders in the target campthrough information
function at one hand[71] and by determining mangatbid and its
transparency through detailed explanation and patxin on the other
hand[72]. In this respect, the balance in the Divecseems to lean more in
the direction of mandatory rules, if looked at theportance of the
provisions[73]. Whatever the regulatory principleed, the protective
principles contained in this Directive seem to ®aum three groups of actors
in company law: the shareholders of the target @mj4] and the
employees of the target and the bidding company[Visreover, the target
company itself is protected by these provisionshst its business operation
may be affected to the extent absolutely neces€aggitors’ protection here
is hidden in this latter provision, since the growdnd continuance of
business is of prime importance in these reorgéinizaperations.

b) The suggestions of secondary EU legislature

Under EU company law all limited liability compasi are regulated
mainly for third party relationships, while protect of shareholders and the
internal structure are harmonized only for puhiligited liability companies.
The application of all the harmonization measueEnss to be roughly split
in two groups: measures to protect third partiesstiy creditors)[76] and
measures for shareholder protection as their maafi7&]. It is nonetheless
true also shareholder protection can be found misacts which primarily
deal with creditor protection; for example in thec8nd Council Directive
with rules on mandatory competence of the generag¢timg for capital
measures or its pre-emption right of shareholdéhss creates an overall
impression that the creditors or third parties @meral enjoy the same level
of protection with respect to all limited companidsough EU creation of
confidence in cross-border activities, while shatéér protection is the
center of EU law rules applying mostly to publimiied companies. This
outcome is achieved through EU use of differenulagry principles, all
yielding the same result in the end. Although El¢alies oblige national
legislators to give the information rules priorityer substantive mandatory
rules[78], the majority of EU company law legistati still entails the
integration model with minimum harmonization wittidition of protection
of minorities model (again through mandatory rul€sge market hypothesis
seems to be of lesser importance in the EU thakelstdder protection
through mandatory rules.
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Conclusion

Conherency of the EU law system as a whole coulddhéeved to a
larger extent? Some reflections and propositions.

The majority of the business in the EU is carwed through private
limited companies, and yet the most detailed mamgaEU company law
rules relate to public limited liability compani€Bhis tendency can be seen
as a result of the aim of EU legislator to make Edmpanies more
competitive in the world market so it focused itrrhonizing legislative
efforts on existing big EU companies. The incoheyemherent in this
reasoning is the following: since in EU competitiaw policy the EU
clearly shows its preference in maintaining faimpetition on the internal
market and preserving its variety, it does not makeh sense legislatively
coordinating the provisions on the already largenganies in the field of
company law and facilitating their cross-borderragiens, to the detriment
of highly non-harmonized field of EU law on privdisited companies and
other company forms covering small and medium-sarapanies, that could
be the source of comparative advantage for thedidamy.

Therefore next to the already provided equal toedirotection for
all limited liability companies, providing additiahincentives to small and
medium enterprises to grow in size through crogssidrooperations would be
advisable, possibly in the form of more lenient teeatment, more lenient
competition law provisions, and more lenient compkaw provisions with
unified protective policy. Growth should be stinteld as an EU objective
and even though this is stated as aim of multigle |&v instruments, a
private limited liability company wishing to growmd develop its business as
public limited company, it faces a switch in thgukatory principles and the
body of applicable law. It goes from information aeb of regulation to a
more stringent, Continental integration model,atds additional rules on
shareholder protection, more stringent accountirigsrand a whole new
body of EU case law in the field of taxation anedty freedoms as well as
highly harmonized body of capital markets law.

Competitiveness today is not in size of productaonl low prices, it
is more about the innovation and the price-quabtjon. With that in mind,
besides encouraging EU businesses to gain in isigeyation and quality
should be rewarded through EU legislation, whetiemusing information
and integration model, providing high stakeholdertgction as a typical trait
of Continental heritage. For all types of companiesus should be on
additional information dissemination to furtherestgthen the cross-border
confidence of investors, some transitional provisiéor companies changing
their form into public limited liability company shld be provided, also
provisions for encouraging quality innovations ddobe envisaged. For
these provisions to be able to boost competitivenéshe EU economy as a
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whole, the Member States should voluntarily adapiperative attitude in
relation one to another rather than competing matity; they should strive
for joint competitiveness with their inherent comgieve advantages against
the rest of the world, using their historic legacid their combined strength
to develop new, modern and flexible company lavislagon.
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A SOCIOLOGICAL ANALYSIS OF WOMEN
CRIMINALS IN TURKEY: A CASE STUDY
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Abstract

This study, through a questionnaire and in-deptérviews, aims to
to make a sociological analysis of female criminalshe Denizli Open
Prison, including their demographic characteristifamily structures,
committed crimes and the factors that led to tleiminal acts. The
guestionnaire, composed of 57 questions, has besnated in the SPSS
program, and in-depth interviews were done witledle criminals for a
detailed analysis of why the female criminals cottedi crimes and the
factors that led to their behavior. In the studye ttoncept of crime is
accepted as a social fact. The educational backgsylages, families and
sub- cultures of the women have been examined haddynamics of
female criminality in Turkey have been cross-exadiwithin the limits of
sampling. In the course of the study, it was fotmat concepts of honor,
domestic violence and patriarchal structure havenbkey concepts of
female criminality, and female criminality in Tuskean be understood in
terms of these phenomena.

Keywords: Crime, Female criminals, delinquency, Turkey

Introduction

One of the most serious problems in today's walcrime, and this
is also true in Turkey. Turkey has its own parc conditions with
criminality as a cultural, social, and economiclitgaBut together with
the increasing complexity of human society and ta#ects of
industrialization and globalization, crime in itdferent forms has become
one of the major problems of contemporary sociefiége rate of organized
crime, international terror, female and juvenildiripiency and other forms
of crime increase parallel to industrialization, olgdlization, and
urbanization and immigration. In any daily newspappublished in
anywhere in the word or in Turkey, one can findignificant proportion
of space devoted to reports of murder, theft, atiebrocrimes. Alongside
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this dramatic increase of the global crime raté@nerhas also become a
major socio-economic problem in Turkey in recerarge

Recently in Turkey, inequality of income distrilaut,
unemployment and asymmetric power relations indbeal structure are
on the rise due to the transformations in the beoaebrid. In connection
with this reality, some groups become particulatiyadvantaged, such as
the poor or immigrants. These groups tend to conamiihes much more
often than other people. Moreover, women and odildrecome much more
at risk because they are more sensitive to extdoneés as a part of the
disadvantaged groups within society, as mentiorex/& For this reason,
the aim of this study is to examine female delingye In this sense, the
main problem of this study is the nature of the d@rcriminals in Turkey.
The main argument is that there is a direct refatetween criminal
behavior and social factors such as educationne¢dhe standard of life,
and family structure, and therefore, crime can éarrled and imitated.
Women who are uneducated, unemployed or lackingalsaod physical
resources are more likely to commit crimes. to usided the dimensions
of female criminality in Turkey,

Description of Crime and Female Criminality

Crime has been the concern of people since theg haen human
beings. Ancient Greek philosophers were interestdtie reasons of crime:
For Plato the resources of the crime are passeeeking for pleasure and
ignorance. On the other hand,despite the fact the knew that the
criminals have become criminals due to envirental factors and also to
their tendency, Aristotle had been willing to ghvad penalties as they are
the enemies of society (Demigh@001:52). Recent socio-cultural sciences
define the acts of human beings named as crime deviation from the
social norms. A criminal is the person who is nbteato have a balance
between the social norms and individualistic fordesaddition to this, a
separation should be made between the act of camdegeneral deviated
activity. Though it is linked to the deviated chaea, the behavior
mentioned as crime is the result of the historfoedes and appears in law”
(Dénmezer, 1994: 47) The study of crime has alsenbcaught up in
the general trend of re- examining gender in cati@h with the

transformation of women’s roles in daily life. lhet late 28" century,
many societies have been characterized by percelidi in women’s
roles (Harrison, 1983: 86). On the other hand, fkemale share of

criminality has risen in the later tﬂ) century, but self-report studies,
victim surveys, observations and other studies diyogend to confirm the
image of crime as a largely male activity.
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Female crime that refers to the crimes committgdvomen. The
main aim of this classification is to explore treuses of female crime and
make positive prevention. The works on female aratiy can be traced

back to the late 1t§ century. Lombroso’s booki-emale Offenderwas
published in 1895. The book argues that women, eagiired by their
nature, are in fact the defenders of the sociatroahd that the mentioned
harmonization forces them to adopt and to be ovelwéd by the social
order. It is also argued that women participateriminal behavior due to
some physical incompatibilities. Another argumerit Rollak is that,
because their lives are limited within the bordefsthe house, women
commit crimes that are difficult to notice and mmi especially
prostitution, exhibitionism and abortion (Mannheit865: 701-702).

Another important book published about female orality after
the works of Lombroso iSex and Societyritten by W.I. Thomas in 1907.
He suggested that any differences in intellectuakfioning between the
sexes were not a result of brain size, or bioldgidéerentials as Lombroso
affirmed, but were socially influenced. Thomas ded the sexes into
katabolic and anabolic dimensions. For him, meneweatabolic, or more
rapid consumers of energy, whereas women were doalepresenting the
more constructive part of the metabolic procesabge they stored energy,
as the plants did. All the properties of anaboliamd katabolism were
indicative of social behavioral differences betwéle@ sexes. However, in
The Unadjusted Girl,published in 1923, Thomas established a break
from Lombroso and his own first book. He exploried influences of the
social environment on deviant behavior and advafeedbasic desires for
every human: the desires for security, recognitioew experience and
response. Criminality was the desire for new epee. A woman entered
prostitution to satisfy a desire for excitement aesponse (Flowers, 1987:
95).

Works that tried to explain the relationship betwenvomen and
crime via the socialization and nature of womeneaped throughout the
1950s. At the core of these studies lies the feagsoft and vulnerable
nature of women and their limited lives within therders of the house.
During the 1970s and 1980s, the literature on fensaiminality suffered
some changes with an emphasis on dismissing lamgstg explanations,
exploring economic explanations and studying theioality of female in
relation to the women’s movement. The most wellvnoworks of the
1970s areSisters in Criméby F. Adler andThe Contemporary Woman and
Crime by R.J. Simon. Both books focus on the correlatlmiween the
social and economic role of women in the societyd damale
criminality.

196



Freda Adler was the first writer to claim thathen the social
status of women provides parity with men, theirmai patterns and
frequency will more seem like those of their maleumterparts. She
focused on the association between the startlieg) in female criminality
and the women’s liberation movement and new famn  She
described new feminism as a “consciousmasing” movement and
she predicted that, as women drew closer to meimalggcthey would
become more equal on all counts in criminality asl \Flowers, 1987:
101).

Rita Simon made a contribution to studies of fiemeriminality
with a detailed summary of the contemporary woments/ement. Simon
introduced the potential relation of demographid dabor force variables
to female criminality and the impact the women’s venment had in
altering the treatment of women within the crimipadtice system. For
Simon, due to the increase of women’s participatiomabor force, their
opportunity to commit certain types of crime alsoreased. This means that
women have no greater store of morality than do .nBmth men and
women have the same propensities to commit crilmgsppportunities for
women had been more limited. When their ofymities to commit
crime increased, they committed crimes more of@@mgn, 1975: 48). It is
believed that the increase in the percentage @flémyr and ordinary crimes
among female criminality in the 1960s and 1970geus the theories of
Simon and Adler.

Another significant contribution to studies of fele criminality
was made by Sheldon and Eleanor Glueck, who examieenale
criminality within the perspective of environmentalnd biological
criminality. The Gluecks’ most important contrilautito the field of female
criminality is Five Hundred Delinquent Womemhich was published in
1934. It is a detailed study that criminologists dmaof 500
Massachusetts delinquent girls, from their childhdbrough parole. The
Gluecks compared their backgrounds, social histoaad physical and
psychological traits. Their main objective was tetermine what
factors led to female deviance. They found thataflencriminality resulted
in large part from biological and economic factarsd an extremely high
percentage of delinquent girls came from abnormiaitge families, were
mentally defective and had been arrested mainhséaual behavior. They
also found that criminality was likely to be intergerational (Glueck and
Glueck, 1974: 20-23).

Another scholar who believes that sociological tdes are
determinant when considering female criminalityP@lak. The Criminality
of Womenwas published by Pollak to define female criminyalturing
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postwar years. Pollak combined data from a commshe survey of
American, British, French and German literature.

Utilizing the international statistics, Pollakies to examine
whether the criminality rate among women wike as the social and
economic  equality between sexes improves, ands tte make an
international comparison. However, there are problevith his study. For
example, Pollak assumed that the socio- culturadl ancioeconomic
structure of each country included in the sampls th@ same. As a result,
he concluded that the rise in the rate of the $@asicipation of women
resulted in a rise in crimes against propeityi,(2004: 367).

Pollak was influenced by Lombroso and Freud tochale that
female criminality is primarily sexually motivatedPollak’'s second
assumption is that the crime rate among womenabagily equal to that of
men, but that female criminality has a masked ioidén character. For,
Pollak, females’ crimes are inadequately refleatedhe statistics. Pollak
agreed with Lombroso that women are particularkieteéd to crimes that
are easily concealed and rarely reported. He gavexample of exhibition
as a crime that frequently occurs among femalesisouiot prosecuted.
Pollak claimed that the traditional roles assigb@dvomen by culture are
ideal for hiding crimes such as sexual offensesnagahildren, and that
women are more deceitful than men in their commissof crimes
(Flowers, 198).Hagan and colleagues formed the influential poveertiol
theory of delinquency. Power-control theory stipegathat greater equality
in the workplace in authority relations for husbsrahd wives translates
into more egalitarian (in contrast with patriargheglations in families.
More egalitarian family relations, in turn, resuih more similar
socialization of sons and daughters, similar pesfees for risk, and a
smaller gender differential in delinquency (Hagaf87: 788-80). This is
a common situation for both egalitarian and sindeent families. The
result of this situation is that the liberty of Igirose among the lower
classes while father-dominant families are extrgnhehited, and thus the
rate of participation in crime is quite low for the(icli, 2004: 368). Apart
from the approaches explaining female criminalityotigh the liberation of
women, biological factors and power-control thesriethere are
theoreticians that try to explain female criminalitia the demographic
structure of the society and the share of males famdales in the
population. The works of South and Messner, andebtag and Secord,
are considered among the studies conducted whigrframework.

Methodology

This study is composed of qualitative and quatitgaparts. The
female prisoners in Turkey constitute the poputatid the study, and the
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female prisoners in the Denizli Open Prison cousgithe sample of the
study. Sixty of the 87 incarcerated women agreed atswer the
guestionnaire. First, the 87 women were groupeal fours, and then they
were asked to commit to join the study, group bgugr, in a room for
leisure. Each was asked about the study, but dhlgdgdeed to participate,
and only after they were told that no names wowdcdllected during the
study. The gquestionnaire consists of 57 questiofishese, 7 are open-
ended and 15 questions are designed to examingethegraphic features
of the respondents. Other questions are relatéaetpersonal history of the
women offenders and the social conditions and guaf life of their
families, the effects of urban transformation aheir lives, and their
crimes and why they committed thasgmes.The age, education level,
income and history of women are the main indepenganables of the
present study.

Findings

The findings in this part of the study indicatattfemale criminality
is gradually becoming more of a social problem. Thenber of female
criminals between 1990 and 2000 increased by 2& o line with the
findings of the academic studies conducted in Twyrked the general
population censuses, a preliminary profile rega