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CONTAMPORARY GLOBAL DEVELOPMENT’S FACTORS
Irina Afanasyeva
Rostov State University of Economics (RSUE), Rostov-on-Don, Russia

At the turn of the third Millennium, significant changes have affected the global world. The
contemporary world economy, the world order, international organizational and economic
relations are all involved in the intensive process of global development. There is no country
in the world that is able to form and implement foreign economic policy without taking into
account the behavior of other participants within the world economic system. Scientific and
practical analysis of the subject area of the existing research has predetermined the key
objective of this article – to determine the factors of contemporary global development.
Keywords: world economy; globalization process; external politics; international relations;
global community; glocalization
Introduction
The key feature of the current stage in the global economy development is the fact that
no states or countries of the world can exist, develop and ensure their effective functioning
outside the framework of the globalized world due to the enormous degree of mutual
dependence between absolutely all subjects of the world economy.
The process of globalization is developing rapidly. The global community is greatly
influenced by the transformational factors of both globalization and regionalization. Since the
end of the Cold War, the world has become more interconnected and interdependent,
vulnerable, and affected by liminal factors than ever before.
Globalization is a permanent process of formation and development of the global
community, parallel formation of a single economic and political world order, in which the
world systems not only consolidate the previously separated elements into the whole, but also
have a deep liminal influence on them. In fact, it is a question of creating a global community
in which the functioning state entities act as relatively independent components. At the same
time, a new model of the global community has not been developed yet, as we can tell from
the current situation in the world and geopolitics in particular. Global community today is
experiencing a new wave of rapid growth, taking on new adaptive features under the
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influence of megafactors. Globalization thus can be seen as the result of a very complex
concentration of political, socioeconomic and civilizational processes in today’s world order.
As some researchers note, "the prospects for globalization are seen differently from the
capitals of world leaders and small underdeveloped countries. Globalization offers a unique
opportunity for the West countries that occupies leading positions and in this situation the
lagging South countries have to choose between dependency and isolation. According to the
accumulated potential, some are more equal than others in the mega-community, as the
growing interdependence is asymmetrical. At the same time, the interest of the megasociety's mischief-makers in eliminating the most egregious imbalances in the world
development is increasing. Despite their goals, they cannot ignore what is happening in the
areas of disaster and upheaval" (Kuvaldin, 2018).
Considering that globalization is a complex process, there is a need to formulate and
develop the concept of special thinking, a specific approach to the structure of the world as a
single system, for further figuring out of the solutions to global problems, and political
dialogue on the most important issues of global security, international cooperation and
sustainable development of the world civilizations. Lack of aspiration towards interstate
cooperation, lack of developed philosophy of security, escalation of global threats and risks
can lead to deceleration of the globalization process.
The main line of scientific diagnostics of the contemporary world development is the
objective strengthening of the role of regional factors in the global political and economic life
of countries and civilizations. Such dynamics is gaining momentum both on the planetary
scale and leads to the formation of the changed regional map of the world. Regionalization is
objectively considered as a trend that is going along with the trends of globalization,
especially since all global problems are regional in nature. This determines an interesting
vector in scientific research of many theorists and practitioners with the ambition to solve the
most acute global problems.
Theoretical Background and Literature Overview
Along with the integration processes in the world economy"globalization" is
considered to be an integral concept. Today we can with surety state all that integration
processes in the world proceed from globalization.
In 1999, Volodin A. G. and Shirokov G. K. summarized the concept in question,
arguing that "globalization is a gradual transformation of the world space into a single zone
where capital, goods, services move easily, where ideas are freely distributed and their
carriers move without restraint, stimulating the development of modern institutions and
polishing the mechanisms of their interaction" (Volodin & Shirokov, 1999).
This confirms that globalization is directly associated with such concepts as
"integration" and "internationalization", which means "strengthening of interrelations
between individual countries and societies in economic, political, military, cultural spheres".
These concepts also involve improvement of communications, development of the
transport network and electronic communication systems, manifold growth in the exchange
of goods, services and technologies, active migration of population between countries etc.
The author's vision on the concepts of "integration", "integration processes" and
"globalization" proceeds from the fact that integration may or may not relate to the economic
side of the issue, but somehow denotes strengthening of the system’s influence which is
8
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affected by certain factors of internal and external environments and strives towards common
goals, objectives and solidarity. Integration processes are part of the overall integration that is
characterized by its own features with significant differences in various regional economies
on the background of the direct effects from the integrated market participants.
Regionalization in terms of scientific and practical viewpoints can be considered from
the positions of several approaches. Regionalization is a classical instrument in the theory of
international relations, assuming differentiation of the world into 7-8 civilizational parts
(regions). On this basis, traditionally distinguished are: Asia-Pacific region, South Asia,
Middle East, Africa, Latin America, USA, Russia as a region, and Europe.
Particular attention can be drawn to the Asia-Pacific narrative which appeared in the
USA back in 1970, when it became necessary to validate the military-political actions of the
United States to consolidate its hegemony in East Asia and the Pacific. Since the mid-2000s,
the concept of the Indo-Pacific region (ITR) has become widespread in the world political
discourse. This has been predetermined by the fact that in the early 21st century, geopolitical
relations between the Indian ocean region and the Western Pacific region began to increase in
the geoeconomic aspect and in relation to global security issues.
As it is known, "since the beginning of the 2010s the concept of Indo-Pacific region is
firmly entrenched not only in the world political discourse, but also in official documents, as
well as in public speeches of the USA and Australian government officials. In 2013, the
wording "Indo-Pacific" was included in Australian government's Defense White Paper. In the
US, the concept of "Indo-Pacifica" has been used since 2008 by the Obama administration.
After the change of government in 2016, the concept of "Indo-Pacific region" has firmly
entered the official vocabulary of the President Trump administration, who needed
ideological justification for his policy in the Asian direction (Streltsov, 2018).
At the same time, the observed interdependence and unity of the processes of
globalization and regionalization are usually referred to as "glocalization". In the last few
decades, the study of this phenomenon holds a special place in the global scientific
community and in contemporary Russian scientific discourse. "Glocalization" (a term
meaning a combination of globalization and localization processes, proposed by the head of
the Japanese Corporation "Sony" Akio Morita) is a combination of the modernization
processes of local cultures with the achievements of the emerging global multicultural
civilization. It occurs as a result of cultural hybridization, i.e., constructive cooperation and
mutual enrichment of cultures within cultural regions" (Denisenko & Tovancova, 2018).
Results
The changing modern conditions of the evolutionary existence and development of the
global community have shown that multifunctional geopolitical factors in the new wave of
globalization and intensive development of innovative technologies in various spheres of
economic life not only have not weakened their influence on the specific dynamics of the
energy sector, but also, to some extent, have become the determining factors in this process.
Under their influence, a new structure of the global economy and new forms of international
relations have been shaped, following the trend towards the balance of forces.
As fairly noted by researchers of this problem, "there is a kind of system in which the
problems of individual countries, nations, regions and other entities (corporations, various
associations, global media holdings etc.) are combined in one. Particular local issues and
9
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conflicts now have the power to affect many countries. At the same time, decisions in the
most important centers of the world affect the fate of peripheries. In general, "the processes
of globalization in the broadest sense are characterized by a sharp increase and complication
of mutual relations in the main areas of economic, political and social life, acquiring a
planetary scale". Globalization is an extremely diverse process that affects all areas and sides
of life. Many both positive and negative phenomena are also becoming global, for example,
the struggle for environmental protection, the anti-globalization movement, terrorism and
crime, drug trafficking etc" (Grinin, 2008).
The global world in the 21st century is being formed according to different concepts
and principles, its hierarchy is determined by the geopolitical status of global players. The
structure of today’s global world is very much perceptive to changes, thus, general rules and
principles of life are expected to be flexibly adaptive. The global processes these days
traverse not according to rules and international legislation, but according to economic and
geopolitical interests of global actors. The scale of globalization processes is encompassing
and influencing an increasing number of peripheral regions, and this humber will only grow
in the near future.
In the works of foreign scientists there are conclusions that "economic, cultural,
political, social, religious and other relations are characterized as global; between the states
there is an expansion of interaction of various public levels; the level of interrelation between
economic systems at the expense of numerous networks of the modern communications
created by means of new information technologies is growing" (Rose, 2013).
No less noticeable tendency that characterizes the global world in its political aspect in
the context of the globalization processes’ dynamics is the manifestation of instability and
unpredictability, which is growing in parallel to the formation of a multipolar system of the
global world. This system lack common "rules of the game", principles and norms of
behavior for the global actors, as well as institutions and organizations that could effectively
regulate and control the interaction of different centers of power in the global world.
Scientific and practical analysis of the subject area of our research allows us conclude
that in contemporary conditions of the globalizational development of the world economy, it
is possible to identify certain features of the emerging world order: the impossibility of
countries’ development under the strategy of isolationism; strict ranking of countries in terms
of income and achievements in the technological sphere; development of integration
processes in all aspects, manifestations and varieties; formation of transcontinental alliances;
blurring borders and liberalization of domestic and foreign policies of the states; unification
of the legal framework within the global space; giving more importance to economic powers
of countries; transition of more power to such economic entities as TNCs and TNBs;
development of trends deepening the processes of the international division of labor
(Dubovtsev, 2007).
The existing international institutions and structures (the UN, the European Parliament,
the OSCE, the G-7 and the G-20, the World Bank and the International Bank for
Reconstruction and Development), which proved to be effective in the past, these days, or
rather, since a new global format of the international relations began to manifest itself, have
become imperfect instruments. Today we can clearly see that international institutions of
governance and control are lagging behind when compared to the development of the global
geopolitical system in terms of speed, dynamics and scale of the ongoing developmental
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processes. In the future, further degradation of these well known international organizations
seems to be is very much possible.
It has to be noted that analysis of the causes for geopolitical conflicts in the
globalization era should stem from the fact that interaction of interests on the international
scene in itself is often confrontational in nature. In other words, it is impossible to eliminate
conflicts from international agenda as such; thus, knowledge of how to manage them,
minimizing possible costs and damages, is required.
The task of developing a new concept that will take into account the specifics of the
geopolitical methodology for studying international conflicts and, at the same time, would
take into account the reality of the globalizing world order within the visible horizon of
transformation trends is objectively important for all today’s scientists and researchers.
Increasing pressure from the actors of globalization processes causes a situation within which
all local and regional conflicts acquire a completely different scale and tend to be rapidly
growing into geopolitical ones.
Under the new world order, the tendency to counteract the process of globalism is
increasing, since all the advantages from forming a "single world space according to the
Western model" are significantly offset by the growing threats of potential conflict situations.
This aspect is predetermined by the fact that the crises of globalization processes and
the shaping of the world order are caused not only by contradictions of geoeconomic and
political nature. At the same time, conflict situations arise under the influence of unilateral
organizational initiatives of the world's political elites, represented by industrialized countries
in their relation to others. These include the well-known double standards of Western
democracy and the artificial differentiation of rogue states which are supposedly “not
following the principles of democracy”.
Emphasis here should be placed on the fact that "the change in the scaling of society
associated with its globalization and the solution of geoeconomic problems is directly related
to its internal structure and functional restructuring, as a result of which the fundamental
orientations of social development were repositioned: from local and global sustainability –
to risk, variability, global and local dynamics. At the same time, axiological and
anthropological poles switched their places: from mass satisfaction of basic needs to mass
satisfaction of higher needs (personal self-realization and development, spiritual and cultural
self-improvement). As a result, the philosophy and ideology of security in this context
(metatheoretic, semantic aspect) requires a radical revision" (Starostin, 2018).
Thus, globalization and regionalization take place as multidirectional parallel processes
of the world development and also within the system of international relations. And it seems
wrong to point to the dominance of one of them in this course. Both of these trends coexist in
today’s geopolitics and the global economy and should be taken into account during the
formulation of appropriate domestic and foreign policies around the world.
It would also essential here to pay attention to the fact that "ambiguity of regional
transformations is reflected in the emergence of supranational structures, the development of
the principle of cross-border and transnational, the desire to create a multi-vector basis for
integration. These trends are embodied in the emergence of new world political phenomena –
global regions and, as a result, there is an output of regional policy at the global level.
Therefore, it is fair to say that the current trend of world development is strengthening the
new centers of power, including global regions, which are gradually turning into the key
elements of the XXIst century world system" (Lagutina, 2015).
11
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Developing this concept, it is important to note that the more actively the processes of
globalization penetrate into various spheres of social development, the more significant the
processes of regionalization become. This close relationship between the described processes
is quite deep and multifaceted. Today, globalization is first of all clearly reflected in the rapid
development of transnational corporations.
For a summary assessment of the findings, globalization, on the one hand, and
regionalization, on the other – at the present stage – are the main processes in the
development of today’s world and formation of a new world order. They not only impose
significant impacts on economic life, but also cause the emergence of new political, social,
cultural and civilizational factors. The influence of these factors is then experienced by
almost all the countries of the global world.
Discussion
The world economy has become an open organizational and economic system due to
the processes of internationalization and transnationalization of the economy, manifested in
deepening expansion and intensification of international economic cooperation. Gradual
complication and emergence of new types of world economic relations have led to a
qualitatively new stage in the development of internationalization and integration process, in
which human society and the states of the world enter a new phase of interaction
characterized by lack of borders and growing universality at the same time. The result of
globalization processes is the formation of a global space. The objects of such a space are
subject to the action of uniform (global) laws, but such laws tend to have different dynamics
and location within the global space.
As an objective analysis of global trends shows, today’s world will not become more
stable in the medium term. The dominant world processes of the current century are
glocalization, regional integration, increasing disintegration and reintegration, which has a
significant impact on the formation of a new system of international relations and political
reorganization of the world. The emergence of new subjects within the world political
system, their deepening interdependence and changes in the format of trade, economic and
political relations between them, the need for their peaceful coexistence together necessitate
the development of adequate approaches to combating threats and ensuring security of the
world order, which includes ensuring the so-called "balance of powers". These factors should
be fundamental in the process of formation -- by states and other actors of the geopolitical
structure -- of the future development strategies and foreign policies.
Globalization today is merely an instrument for the removal of national peculiarities as
such. This means globalization does not make the world more equal – it simply makes it less
diverse! And universalization as the final stage of globalization is seen here as the means to
establish some sort of “global sameness” through dissemination of common production
standards initiated by the world leaders in industrial production (and these would be
corporations, of course, which later would get the maximum advantages from this
universalization) (Rubinskaya & Arkhipov, 2017).
It should be noted that discussions on the structure of the new world order are
conducted in various countries, not only at the state level, but also inside various expert and
scientific communities. At the same time, there is no generally recognized well-established
theoretical and conceptual apparatus in the field under study, and this fact complicates not
12
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only research on the political organization of the world, but makes it impossible to determine
general approaches used by the international scientific and expert community in order to
solve the problems related to global development, its new challenges and threats in
implementation of foreign policies worldwide.
Conclusion
In today’s global world with its increased number of political conflicts, instability of
the global system is also only increasing. As a result, geopolitical and economic interests
originating from the new centers of power are very dynamic, unstable and rapidly changing.
This manifests itself through rapidly changing directions of foreign policy in relation to both
allies and enemies.
Today in many regions of the world intensive integration processes are taking place,
leading to formation of large regional systems with the features of competition between
them, each being headed by a regional power (USA, EU, China, Russia, Brazil, India, South
Africa etc.). States-subjects of the world political and geoeconomic system, previously
neutral, are drawn into the sphere of attraction of the state which is the regional leader or
otherwise, are forced to make a choice in favor of one of the competing blocs.
The previous studies by some scientists have analyzed the work of international
institutions and structures, and there is a relatively common conclusion that these institutions
are mostly ineffective, because of the actual lack of mechanisms to manage the new global
political system (Martin, 2003; Kiss, 2014).
Thus, the global world of the XXIst century is an objectively existing phenomenon,
fragmented into large geopolitical spaces – regional systems, closely interrelated and
interdependent.
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URBANIZATION AND DYNAMICS OF ECONOMIC GROWTH
(THE CASE OF NUTS 2 REGIONS OF EUROPEAN UNION)
Michaela Staníčková
Lukáš Melecký
VŠB-Technical University of Ostrava, Czech Republic

Regional development policies based on local potential triggers a shift in the economic
structure of territories. Exogenous and endogenous factors determine potential of regional
development and it is necessary to use different indicators and methods to its evaluation. For
the paper purpose, it is required to define metropolitan and peripheral functions as well as
urban areas in the form of geographic models, depicting their spatial distribution in the
European Union (EU). Nowadays, regions are increasingly becoming the drivers of the
economy. All regions possess development opportunities – however, use these options
enough, and hence the competitiveness of regions must be efficient enough. The paper
focuses on dividing the EU NUTS 2 regions based on geographic models of the European
economy into efficient and inefficient ones and identifying an optimal benchmark for
inefficient regions as a strategy for enhancing their economic structure to measure regional
efforts and progress.
Keywords: competitiveness, data envelopment analysis, efficiency, European Union,
geographic model, globalization, index, metropolitan region, NUTS 2 region, regionalization,
urbanization world economy
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URBANIZATION AND DYNAMICS OF ECONOMIC GROWTH
Introduction: theoretical basics of regional competitiveness evaluation
In the last few years, the topic about regional competitiveness stands in the front of
economic interest. Current economic fundamentals are threatened by shifting of production
activities to places with better conditions. In the global economy, regions are increasingly
becoming the drivers of the economy. Successful implementation of economic policies at the
regional level requires information on the specific factors that determine the pattern of
regional growth and competitiveness.
Nowadays competitiveness is one of the fundamental criteria for evaluating
performance and reflects the success in broader comparison. Territories need highly
performing units to meet their goals, to deliver the products and services they specialised in,
and finally to achieve competitive advantage. Comparative analysis of performance in public
sector is the starting point for studying the role of its two dimensions – efficiency and
effectiveness, regarding economic governance of resources utilisation by public management
for achieving medium/long-term objectives of economic recovery and sustainable
development of economies. Increasing productivity is generally considered to be the only
sustainable way of improving living standards in the long term period, and not only at
microeconomic level as well as at macroeconomic level (Pakšiová, 2017). Concept of
competitiveness is linked with performance; competitiveness measures „„how a nation
manages the totality of its resources and competencies to increase the prosperity of its
people‟ (Porter, 2003), see Fig. 1.

Figure 1 - The Relationship between Efficiency and Effectiveness
(Source: own elaboration, 2019)

Using interconnections between competitiveness – productivity and RCI's meaning of
competitiveness, it´s possible to decide on a quantitative method to competitiveness
measuring and evaluating.
A suitable method to productivity measurement can be considered a DEA approach
because it does not assess only one factor, but a set of different factors that determine the
level of productivity. Variables employed in the empirical analysis are chosen based on RCI's
approach to competitiveness, and RCI has many dimensions. Treating some these dimensions
as inputs and outputs in a production process, the paper exploits the notion of productive
16
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efficiency to extract information for policymakers, which cannot be otherwise obtained from
conventional studies on competitiveness or indices approach alone.
Using thus DEA approach is also suitable with respect to link to the main aim of
competitiveness; it is the competitiveness of economies – the level of productivity of
continents, nations, subnational regions, and even cities – that determines how well they
translate openness to trade and investment into opportunities for their firms, farms, and
people and into overall transformation process in the form of input-output relations. Total
competitive performance does not depend primarily on efficiency, but effectiveness of the
overall economic processes (as shown in Fig. 1).
Efficiency is given by the ratio of inputs and outputs. Effectiveness implies the
relationship between outputs and outcomes. In this sense, the distinction between output and
outcome must be made. The outcome is often linked to welfare or growth objectives and
therefore may be influenced by multiple factors. Effectiveness is thus more challenging to
assess than efficiency since outcome is influenced by political choice (Mihaiu et al., 2010).
In this paper, we evaluate the efficiency of strength economic axis, resp. how powerful
in economic growth and efficient in competitiveness are these core areas (based on following
approaches: Pentagon, Blue Banana, Sunbelt, Yellow Banana, RCI2013/2016) which are
crucial for the European economy according to the theory of geographic models. Several
quantitative approaches to measuring economic growth, convergence and competitiveness of
European territorial units exist.
Corrado et al. (2005) develop an approach that identifies both the number and the
composition of convergence clubs using pair-wise stationarity tests on time-series data, but
for a variety of conditioning variables. Using these variables, Corrado et al. (2005) test for
regional “convergence-clusters” across the EU regions against several hypothetical, a priori
determined clusters.
However, an application of this methodology across all the regions of the 27 EU
countries is entirely feasible, since it requires an extensive time-series data for variables such
as R&D labour and so forth; a requirement that it is difficult to fulfil, especially for the
“new” member states. Using cross-section methodologies, on the other hand, can overcome
the problem of small data sets for particular conditional variables (Alexiadis, 2013). Durlauf
et al. (2005) apply a “tree-regression” method using cross-section data sets, and a conditional
convergence equation is estimated excluding those economies that do not fulfil certain
criteria, defined ex-ante. Application of such a methodology seems to be biased in
identifying a predetermined convergence club. Moreover, applying a “tree-regression”
method in a regional context fails to take into account the spatial dimension of the growth
and convergence process (Fischer & Stirböck, 2006). Another approach in territorial analysis
is based on Multicriteria Decision Making Methods (MCDM), e.g. Poledníková (2014) uses
MCDM for comparison of regions´ ranking in the case of Visegrad Four. Staníčková &
Melecký (2011, 2016) or Nevima & Ramík, (2010) use DEA method for measuring
efficiency level of transform inputs into outputs (in relation to competitiveness) of the EU
countries and especially regions.
Efficiency analysis starts from building a database based on RCI approach (Annoni &
Kozovska, 2010, Annoni & Dijkstra, 2013, Annoni et al., 2017). RCI is computed as a
weighted score of three sub-indices, i.e. SubInd1: RCI-Basic, SubInd2: RCI-Efficiency and
SubInd3: RCI-Innovation, and covers thus a wide range of issues related to competitiveness.
RCI is based on pillars describing both inputs and outputs of territorial competitiveness,
17
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grouped into three sets describing basic, efficiency and innovative factors of competitiveness,
i.e. mentioned sub-indices. Inputs and outputs describe driving forces of competitiveness,
and direct or indirect outcomes of a competitive economy, see Fig. 2.
RCI seems to be convenient to using DEA, concerning its division on input and output
nature of the database.

Figure 2 - Input and Output Scheme of Regional Efficiency Evaluation
(Source: own elaboration, 2019)

DEA Methodology
Performance management is one of the primary sources of sustainable organisational
efficiency, and a systematic understanding of the factors that affect productivity is
fundamental. Measurement and analysis of efficiency change present a controversial topic
enjoying a great deal of interest among researchers and practitioners. Statistical evidence to
help policymakers understand the routes to performance growth, especially those which can
be influenced by government, can help lead to better policy.
The primary problem in creating an evaluation of any system is establishing clear
performance standards and priorities at the beginning of the performance cycle. The early
research work on this problem focused on separate measures of productivity, and there was a
failure to combine the measurements of multiple inputs into any adequate measure of
efficiency.
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These inadequate approaches included forming the average productivity for a single
input (ignoring all the other inputs) and constructing an efficiency index in which a weighted
average of the inputs is compared with the outputs.
Responding to these inadequacies of separate indices of labour productivity, capital
productivity and so on, Farrell (1957) proposed an activity analysis approach that could deal
more adequately with the problem. Farrell had already investigated the question of how to
measure efficiency and highlighted its relevance for economic policymakers. Since that time,
the techniques to measure efficiency have improved, and investigations of efficiency have
become more frequent. Twenty years after Farrell‟s model, and building on those ideas,
Charnes et al. (1978), responding to the need for adequate procedures to assess the relative
efficiencies of multi-input/multi-output production units, introduced a powerful methodology
that has been titled DEA.
There are several methods for measuring efficiency, besides the basic DEA models,
certain modifications exist. DEA approach is based on the simple model of Farrell for
measuring the efficiency of units with one input and one output initially expanded in 1978 by
Charnes, Cooper, and Rhodes (CCR model) assuming constant returns to scale (CRS), and
later modified in 1984 by Banker, Charnes, and Cooper, in the form of BCC model assuming
variable returns to scale (VRS) (Banker et al., 1984).
DEA approach also includes advanced additive models, such as Slacks-Based Model
(SBM) introduced by Tone, and Free Disposal Hull (FDH) and Free Replicability Hull
(FRH) models, which were first formulated by Deprins, Simar, and Tulkens.
DEA is an approach for providing a relative efficiency assessment and evaluating the
performance of a set of peer entities called decision-making units (DMUs), which convert
multiple inputs into multiple outputs. DEA is thus a multi-criteria decision-making method
for evaluating the efficiency of a group of DMUs.
The definition of a DMU is generic and flexible. DEA aims to examine DMU into two
categories – efficient and inefficient. DEA is convenient to determine the efficiency of DMU,
which are mutually comparable – using the same inputs, producing the same outputs, but
their efficiencies are different. Efficient DMUs have equivalent efficiency score, but they
don‟t have necessarily the same performance. DMU is efficient if the observed data
correspond to testing DMU on the imaginary efficient frontier. All other DMUs are
inefficient. The best-practice units are used as a reference for the evaluation of the other
group units.
The first step in efficiency analysis is Returns to Scale (RTS) estimation. Why is it
necessary to decide RTS orientation? Various types of DEA models can be used, depending
upon the problem at hand. Used DEA model can be distinguished by scale and orientation of
the model. If one cannot assume that economies of scale do not change, then a variable
returns to scale (VRS) type of DEA model, is an appropriate choice (as opposed to constant
returns to scale (CRS) model).
If to achieve better efficiency, governments' priorities are to adjust their outputs (before
inputs), then an output-oriented (OO) DEA model, rather than an input-oriented (IO) model,
is appropriate. There are also no IO or OO models, but the distance from the efficient frontier
is solved – what will be the type of DEA model for this paper, see Tab. 1.
Territorial background of analysis is applied at 36 NUTS 2 region level within the EU
Member States where geographic models have axis (see Table 2), as was mentioned in paper
one; NUTS 2 regions are specified in Tab. 2.
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Table 1. RTS Estimation to EU NUTS 2 Regions and Models Specification
(Sources: Annoni & Kozovska, 2010, Annoni & Dijkstra, 2013, Annoni et al., 2017, Hospers, 2003); own
elaboration, 2019)

Geographic
Model
Pentagon
Blue Banana
Sunbelt
Yellow Banana
RCI

NUTS 2
London-Paris
Axis
London-Milan
Axis
Milan-Valencia
Axis
Paris-Warsaw
Axis
Merging Regions

RTS

DEA Model

VRS

1st stage: SBMT VRS DEA Model of
Efficiency
2nd stage: SBMT VRS DEA Model of
Super-Efficiency
rd
3 stage: NUTS 2 classification

DEA has become a popular method for its advantages: it can evaluate a DMU‟s
performance with multiple inputs and multiple outputs (what fulfil the criteria of the dataset,
i.e. many input and output factors of competitiveness based on the number of numerous
initial indicators); it allows the units of input and output variables to be different (the
criterion meet the paper outline, dataset represent various aspects of competitiveness on both
side of input and output indicators); and it is not necessary to know the type of production
function in advance.
However, DEA also has several limitations: the DMUs must be homogeneous (the
criterion of homogeneity represent 36 EU NUTS 2 regions); to obtain the best results, the
number of DMUs must be at least twice than the total number of input and output variables
(the criterion is met as follows). If a performance measure is added or deleted from
consideration, it will influence the relative efficiencies. Empirically, when the number of
performance measures is high in comparison with the number of DMUs, then most of the
DMUs are evaluated efficiently. Hence, the obtained results are not reliable. Suppose there
are n DMUs which consume m inputs to produce s outputs. There is a rough rule of thumb
(Cooper et al., 2007) which expresses the relation between the number of DMUs and the
number of performance measures. Toloo (2012) checked more than 40 papers that contain
practical applications and statistically, they found out that in nearly all of the cases the
number of inputs and outputs do not exceed 6. A simple calculation shows that when m ≤ 6
and s ≤ 6, then 3(m + s) ≥ m × s. As a result, in this paper following formula (1) is applied:
n  3(m  s).

(1)

In the paper, the rule of thumb is for the EU NUTS 2 regions and inputs and outputs
met: 36  3 (7 + 4), 36  3 (11), 36  33.
For calculations of EU NUTS 2 regions efficiency across core economic axis, SBMT
not-focusing on input and output assuming VRS is used (2) (Tone, 2002):
min 

1 m
 ( si / xiq )
m i 1

,
1 r
1   ( sk / ykq )
r k 1
1

(2)
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subject to
n

x
j 1

ij

λ j  si-  xiq ,

kj

λ j  sk+  ykq ,

n

y
j 1

λ j , sk+ , si-  0,
j  1, 2,..., n, j  q; k  1, 2,..., r; i  1, 2,..., m,

where
xij is the value of i-th input unit Uj;
ykjis the value of k-th output unit Uj;
xiq is the value of k-th input unit Uq;
ykq is the value of k-th output unit Uq.
Additional variables sk+ and si− measure the distance of inputs and outputs of virtual
unit Xλ and Yλ from inputs and outputs of evaluated unit Uq.
Expression in the numerator, resp. the denominator of the objective function (2)
measures the average distance of inputs, resp. outputs from the efficient frontier. For efficient
units, the value of the aim function equals to one, units with the value of the aim function less
than one are inefficient. For VRS applies the condition of convexity eTλ = 1.
For the possibilityof efficient units' classification, SBMT Model of Super-Efficiency
not-focusing on input and output assuming VRS isused (Tone, 2002).
In this model, evaluated unit Uq is removedfrom the set of unitsandis
searchedvirtualunit U* with inputsx*with inputsand outputsy*, which will be efficient
afterthisremoval. Inputsand outputs of unit U* will not be better in comparisonwith unit Uq.
Value of Super-Efficiencyis definedas the distance ofinputs and outputs from both units Uq
and U*. Ameasure of distance, metric δ is used, as follows (3):
1 m
( xi / xiq )

m
i 1
min  
,
1 r

(
y
/
y
)
 k kq
r k 1

(3)

subject to
n

x
j 1

ij

λ j  si-  xi* ,

kj

λ j  sk+  y*k ,

n

y
j 1

xi*  xiq ,
y*k  ykq ,

λq  0 ,
λ j , sk+ ,si-  0,
j  1, 2,..., n, j  q; k  1, 2,..., r; i  1, 2,..., m,

where all symbols have the same interpretation as (2).
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The numerator in the metric δ can be interpreted as the average rate of input increase of
units U* compared with inputs of unit Uq.
For the optimal value of the objective function holds δ*≥1.
For inefficient units δ*=1, for efficient units δ*>1 and the higher value corresponds to
the higher value of Super-Efficiency.
For VRS applies the condition of convexity eTλ = 1.
Results of regional efficiency: case of the EU geographic models
Analysis of regional competitiveness is based on selected indicators important for
regional competitiveness based on the RCI approach. RCI presents the first measure of the
level of competitiveness at the NUTS 2 regional level covering all of the EU28 countries. It
takes into account both social and economic aspects, including the factors which describe the
short and long-term potential of the economy.
RCI provides a synthetic picture of the level of the EU28 NUTS 2 regions representing,
at the same time, a well-balanced plurality of different fundamental aspects. Final RCI shows
a heterogeneous situation across the EU28 NUTS 2 regions with Eastern and Southern
European regions showing lower performance while more competitive and resilient regions
are observed in Northern Europe and parts of Continental Europe.
RCI shows a more polycentric pattern with substantial capital and metropolitan regions
in many parts of Europe. Some capital regions are surrounded by similarly competitive
regions, indicating the presence of spill over effects, but in many countries, the regions
neighbouring the capital are far less competitive. In many countries, the capital region is far
more competitive than the other regions in the same country and many countries have highly
heterogeneous RCI scores.
A key question for the future is whether the strong performance of these capital and
metropolitan regions will help to increase the performance of neighbouring regions or
whether the gap between them and the other regions will widen. These results demonstrate
that competitiveness in the EU has a strong regional dimension. The gap and variation in
regional results should stimulate a debate to what extent these gaps are harmful to their
national competitiveness and resilience of the economy as a whole, and to what extent the
internal variation can be remediated.
The results point to the conclusion that economic activity is drawn into competitive
locations, whereas these latter tend to cluster in delimited areas. Such a pattern is visible in
the EU, where is possible to find regional zones including the core, periphery and the
intermediary regions.
Using SBMT VRS model of efficiency and SBMT VRS model of Super-Efficiency is a
measured level of efficiency in NUTS 2 regions represent the EU strength economic axis
including Pentagon, Blue Banana, Sunbelt, and Yellow Banana and RCI2013/2016 merging
regions. Based on the results of the SBMT VRS model of efficiency, evaluated the EU
NUTS 2 regions are divided into two groups – efficient and inefficient regions (see Table 2).
The Coefficient of Efficiency (CE) equals to one for efficient the EU NUTS 2 regions and is
less than one for inefficient ones (the lower CE, the less inefficient unit).
The total number of evaluated the EU NUTS 2 regions is 36 – 29 units were identified
as efficient and 7 as inefficient, but what are the differences among them? Efficient the EU
NUTS 2 regions are those on the main core economic axis according to RCI2013/2016 and in
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line with Pentagon and Blue Banana too. Less efficient, resp. inefficient the EU NUTS 2
regions are outside the main axis – these units are (in most cases) part of Yellow Banana and
Sunbelt. Based on the gained results, we can confirm the initial assumption that Blue Banana
and surrounding Pentagon/RCI2013/2016 areas may have the best starting position to grow
in the next decades.
This fact is due to its diversified structure of the Blue Banana area (created by
Pentagon areas and RCI2013/2016 merged regions too) rather than the Sunbelt and the
Yellow Banana. Localised European policy of “regional realism” ultimately may thus help
the most in bringing about a less unbalanced growth of Europe‟s geo-economy. In many
ways, the EU situation prompts countries to seek alternative economic, political and security
arrangements, particularly by looking to form and develop regional groupings.
The main questions of efficiency analysis were the following: How powerful in
economic growth and efficient in competitiveness are the main core areas (Pentagon, Blue
Banana, Sunbelt, Yellow Banana, and RCI2013)? Which the EU NUTS 2 regions are the
most crucial for the European economy? Will be DEA classification of the EU NUTS 2
regions in line with the importance of areas based on the theory of geographic models? For
their answering SBMT VRS model of Super-Efficiency was used and the final ranking was
ordered based on the Coefficient of Super-Efficiency (CSE) (see Tab. 2).
Evaluated the EU NUTS 2 regions are based on CSE classified from the most to the
least efficient.
The category of the EU most efficient NUTS 2 regions (1st – 14th positions: CSE is
greater than 2.000, resp. in one case greater than 3.000, specifically NUTS 2 region UKI1)
contains large and wealthy urban conglomerations with high shares of employment in the
service sector. These areas have a diversified economic and institutional structure and
advanced educational and infrastructure facilities. Compared with these contemporary
growth poles, intermediate efficient NUTS 2 regions (15th– 29th positions: CSE is greater
than 1.000) are less dynamic: they often have to cope with adaptation problems.
Overspecialisation in manufacturing together with a rigid institutional structure have created
lock-in situations that hamper the restructuring towards a service economy, what could also
be the case of inefficient NUTS 2 regions (30th– 36th positions: CE is less than 1.000), they
have experienced no significant difficulties in making the switch-over to an industrial or
services economy.
This classification of geo-economic areas makes clear that the pattern of economic
activity in Europe is unevenly distributed. Results of efficiency analysis show a more
polycentric pattern with strong capital and metropolitan regions in many parts of Europe.
Similarly, competitive regions surround some capital regions, but in many countries, regions
neighbouring the capital are less competitive.
Despite the increasing level of mobility of economic sources, i.e. inputs to find out the
better condition for economic activities, access to places, and services are still difficult, what
has an impact on economic development of regional areas distant from the leading economic
centres of the country, especially major cities and their surrounding areas. Efficiency results
underline that competitiveness has a strong regional dimension, which national level analysis
does not capture (Annoni & Dijkstra, 2013, Annoni et al., 2017).
Fig. 3 shows the development of efficiency level for evaluated NUTS 2 regions based
on SBMT VRS model of efficiency. One horizontal axis on the value 1.000 represents the
boundary between efficiency and inefficiency – within our sample is in the case of the EU
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NUTS 2 region, DE60 Hamburg. Six vertical axes imagine breaking points for substantial
decrease among efficiency levels of evaluated regions.

Figure 3 - Development of Efficiency Level for Evaluated NUTS 2 Regions
(own calculation and elaboration, 2019)

For each unit identified as inefficient, DEA creates a group of so-called Peer-Units
which suggest a strategy for the optimal combination of inputs and outputs to enhancing their
efficiency. For this strategy, efficient units are used as a benchmark because these units move
on the efficient frontier and thus their combination of inputs and outputs seems to be optimal
– no need to change. In Table 3 is possible to see inefficient NUTS 2 regions and for each of
them the benchmark NUTS 2 regions which are efficient and seems to be the convenient
background for calculation of changes in values for original inputs and outputs – optimal
strategy how to improve efficiency.
Conclusion
A casual look at the geographical map of any territory reveals an uneven distribution of
population across space. These maps often feature small „nodal‟ points of high population
density, as opposed to the less inhabited surrounding. Indeed, the uneven distribution of
population and economic activity across space can be somewhat attributed to natural causes.
Certain climatic conditions and terrain configuration render chunks of territory uninhabitable.
On the other hand, fertile land along water sources provides favourable conditions for growth
and development of settlements.
However, much of the pattern of the uneven spatial distribution of economic activity
cannot be attributed solely to geographical reasons, but to a range of endogenous factors (De
Bruyne, 2006).
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Table 2 - Efficiency and Super-Efficiency SBMT Results for NUTS 2 Regions
(own calculation and elaboration, 2019)

NUTS 2 REGIONS
AT12
AT13
BE10
BE24
BE31
CZ01
CZ02
DE11
DE21
DE30
DE41
DE42
DE60
DE71
DEA1
DEA2
ES51
ES52
FI13
FI1A
FR10
FR42
FR82
ITC3
ITC4
ITD3
LU00
NL23
NL31
PL12
UKD3
UKD5
UKH2
UKH3
UKI1
UKI2

Niederösterreich
Wien
Région de Bruxelles-Capitale
Prov. Vlaams-Brabant
Prov. Brabant Wallon
Praha
Střední Čechy
Stuttgart
Oberbayern
Berlin
Brandenburg - Nordost
Brandenburg - Südwest
Hamburg
Darmstadt
Düsseldorf
Köln
Cataluña
Comunidad Valenciana
Itä-Suomi
Pohjois-Suomi
Île de France
Alsace
Provence-Alpes-Côte d'Azur
Liguria
Lombardia
Veneto
Luxembourg (Grand-Duché)
Flevoland
Utrecht
Mazowieckie
Greater Manchester
Merseyside
Bedfordshire and Hertfordshire
Essex
Inner London
Outer London

SBMT
CE*
1.000
1.000
1.000
1.000
1.000
1.000
1.000
0.645
1.000
0.565
0.551
0.553
1.000
1.000
1.000
0.136
0.339
1.010
1.000
1.000
1.000
0.013
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000
1.000

SBMT
CSE**
2.270
2.325
2.780
2.716
2.527
2.181
2.119
0.645
1.078
0.565
0.551
0.553
1.013
1.041
1.047
0.136
0.339
1.102
2.092
2.036
1.150
0.013
1.064
1.218
1.182
1.113
1.250
1.018
1.037
2.054
1.020
1.025
2.868
2.885
3.016
2.910

FINAL RANKING
Rank
CSE
Region
1.
3.016
UKI1
2.
2.910
UKI2
3.
2.885
UKH3
4.
2.868
UKH2
5.
2.780
BE10
6.
2.716
BE24
7.
2.527
BE31
8.
2.325
AT13
9.
2.270
AT12
10.
2.181
CZ01
11.
2.119
CZ02
12.
2.092
FI13
13.
2.054
PL12
14.
2.036
FI1A
15.
1.250
LU00
16.
1.218
ITC3
17.
1.182
ITC4
18.
1.150
FR10
19.
1.113
ITD3
20.
1.102
ES52
21.
1.078
DE21
22.
1.064
FR82
23.
1.047
DEA1
24.
1.041
DE71
25.
1.037
NL31
26.
1.025
UKD5
27.
1.020
UKD3
28.
1.018
NL23
29.
1.013
DE60
30.
0.645
DE11
31.
0.565
DE30
32.
0.553
DE42
33.
0.551
DE41
34.
0.339
ES51
35.
0.136
DEA2
36.
0.013
FR42

Note: * CE = Coefficient of efficiency, CSE** = Coefficient of Super-Efficiency
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Table 3.Optimal Peer-Units for Improving Inefficient NUTS 2 Regions
(own calculation and elaboration, 2019)

Inefficient NUTS 2 Region
DE11

Stuttgart

DE30

Berlin

DE41

Brandenburg - Nordost

DE42

Brandenburg - Südwest

DEA2 Köln

ES51

Cataluña

FR42

Alsace

Benchmark NUTS 2 Regions to Change Level of
Inputs and Outputs
FR10
Île de France
ITC4
Lombardia
ITC3
Liguria
ITC4
Lombardia
PL12
Mazowieckie
ITC3
Liguria
ITC4
Lombardia
PL12
Mazowieckie
ITC3
Liguria
ITC4
Lombardia
PL12
Mazowieckie
DEA1
Düsseldorf
FR10
Île de France
ITC4
Lombardia
PL12
Mazowieckie
ITD3
Veneto
PL12
Mazowieckie
FR10
Île de France
ITC4
Lombardia
PL12
Mazowieckie

In this context, it is the socio-institutional framework which becomes the determinant
of the attractiveness of territory for inflows of economic activity. As stated Danon (2014),
given that the activity is unevenly distributed in the function of several endogenous factors,
across a set of different territories, these inter-regional differences can induce migrations of
footloose factors of production between locations. In this context, as long as we assume a
finite set of factors of production with a marginal level of mobility; territories can be
considered to be competing for attraction and retention of economic activity. Following this
logic, then, a degree of successfulness in this competition can be called territorial
competitiveness (Camagni, 2002).
Thus a competitive region, experiencing the prevalence of agglomerative over
dispersive forces, enjoys constant net positive migration of mobile factors of production. On
the other end of the scale, an uncompetitive region faces constant danger of desertification of
footloose factors the regional focus reflects the increasing consensus that they are the
primary spatial units where growing returns to scale are created, while knowledge is
generated and circulated, all resulting in creation of agglomerations of economic activity
(Huggins, 2003). In this context, it is affirmed the position that it is areas – sub-national
territories – rather than nation-states, which compete.
A region is a useful choice principally because it is more or less homogeneous, with a
relatively similar institutional framework, economic and social structure within its territory,
while it usually doesn‟t dispose of nation-state prerogatives. Therefore, the territory has only
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recently become a terrain of strenuous economic research. With the New Economic
Geography integrating into the mainstream, many spatial subjects, including territorial, or
regional, competitiveness are being increasingly inquired. However, this branch of economic
geography is relatively underdeveloped, while it even lacks a universally accepted definition
and metrics. Over the last decades, regional competitiveness has been intensely investigated
(Staníčková, 2018).
This paper presented a framework for defining regional competitiveness and specifying
quantitative measures of competitiveness that can serve as foci for the comprehensive
characterisation of the socio-economic problem to establish needs and priorities. Regional
competitiveness is a much broader concept beyond the economic dimension. An efficient
economic integration arrangement should generate higher total welfare than any other
arrangement.
It´s possible to expect that the EU core economic axis such as Pentagon, Blue Banana,
Sunbelt, Yellow Banana and RCI2013/2016 merging regions will also be the European
growth axis in the next decades. This is not to say that there are no chances for other NUTS 2
regions in the European economy.
As Hospers (2003) also introduced, in addition to Blue Banana new growth poles might
emerge in Europe. The prospects of new areas depend upon their capacity to solve transition
problems and to make use of the rising demand for services. From this perspective, Sunbelt
may indeed have growth potential.
The pleasant climate and attractive environment of this area along the Mediterranean
coast offer opportunities to expand tourist, cultural and leisure services. Like peripheral
agricultural areas in the Mediterranean, most regions in Central and Eastern Europe still have
to cope with economic and institutional inertia effects resulting from the past.
Therefore, these inefficient areas will be the objects of the next research. Via
construction the Peer-Units, a strategy of optimal settings of inputs and outputs will be
suggested for enhancing their efficient options and economic positions within the EU axis.
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Introduction
In this paper, it is considered the current issue of pricing policy in the oil and gas
sector. It is studied the factors which drive up the crude oil price and the possible causes and
consequences of the oil business. The oil price is reaching $80 per barrel and it has risen
almost double in the past year according to the international benchmark. The rise of crude oil
price caused the diesel and petrol cost also high and that may become the biggest challenges
for many countries, which are already in above-target inflation.
Barclays bank predicted that the average oil price for this might be from $62 to $73 per
barrel and some banks predicted that oil could knockout $100 per barrel in the coming year
(The Guardian, 2018).
The following are the reason crude oil prices are rising:
(1) Saudi Arabia has been negotiated with other OPEC countries and other main oil
suppliers to raise the Brent crude price up into the $80 per barrel to fund its social state and
gets the progress on its state oil company Saudi Aramco. It was assuming that if the price
between Brent and WTI stayed consistent, the WTI price would be still around $75 per barrel
(Forbes, 2018).
(2) On April 12, the International Energy Agency (IEA) declared that crude oil
inventories will decrease in coming 2 to 3 months below the average last 5 years’ production
and it would be the effect on global supply and demand. Inventories of oil have been dropped
1 million barrels under in average five-year worldwide.
(3) One of the main reasons is OPEC who wishes the oil price to above $100 per
barrel for the estimative future. The Organization of Petroleum Exporting Countries (OPEC),
the 40% of world oil supplier, is one of the main instabilities influencer in oil fields which
consists of 14 countries: Saudi Arabia, the United Arab Emirates, Qatar, Iran, Iraq, Algeria,
Angola, Ecuador, Equatorial Guinea, Gabon, Kuwait, Libya, Nigeria and Venezuela. This
group plays the global oil and gas price by arranging the production levels to increase or
decrease with global demand. However, OPEC produces a lot of oil production to turn down
the price of $100 to $50 a barrel in mid-2014 for controlling the oil business(Forbes, 2018).
(4) Although the Middle East controls the oil price to cheap, oil production in
Canada is more overpriced. The United States oil production also affects the rising oil price
whereas the United States has an average output of 9 million barrels per day. The strike of
Hurricane Katrina at the southern part of the United States in 2005 and the flooding of the
Mississippi River in May 2011 affected the demands of the United States and fluctuate the
price of oil. The unstable production in the United States pushes the risen oil prices as a
result.
(5) Another strongest reason for raised the crude oil price is the US sanctions on Iran
and Venezuela. Iran supplies around 4 percent of the total world's oil market and after
President Trump elected in the United States, U.S declared that they would extract from the
2015 Iran nuclear arms agreement and refurbish sanctions on Iran. Venezuela is also facing a
disputed presidential election, curbing on financing or logistics problem and constricting
sanctions of the United States on Venezuela and those things will almost certainly cause the
worse condition to Venezuela and it decreases the country’s crude production (NDTV, 2018).
(6) Higher interest rates support the dollar stronger and which may affect currencies
of other countries. At that time, most of the American oil companies buy more oil than the
time whereas dollar is low against foreign currencies.
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All of these above factors with economic and political which can cause fluctuations in
oil prices. We can see as OPEC as the main powerful actor of oil price fluctuations and other
factors such as world oil supply and demand, the costs of oil production, political chaos and
interest rates and strength of U.S dollar are the reasons of oil price rising.
Saudi Arabia is already arranging to substitute the dropping supplies from Iran, Libya,
and Venezuela by extensively increasing the oil production and level of storage while Russia
is also speeding up of oil exports. However, there is still uncertainty to fill the global oil
demands and the production rate of OPEC and how long they can support. Riyadh, the city of
Saudi Arabia aims two million barrels per day for extra production capacity, but they can
only one million barrels of its daily output and there are no further barrels in reality
production(The New York Times, 2018).
Transportation is the essential part of the logistics while goods are shipping from place
to place that uses fuel is a key involvement such as the air transport, motor transport, water
transport, etc. As the micro level economy, the risen of oil prices means the more cost of
doing business process (Federal Reserve Bank of San Francisco, 2007).
The risings of oil price are commonly assumed to raise inflation and slow the progress
of economic. Oil prices raised or inflation direct or indirect effect on the cost of goods sold
related to petroleum products or transportation and production. “High oil prices also can
reduce demand for other goods because they reduce wealth, as well as induce uncertainty
about the future (Sill, 2007). “On the macroeconomy, costly productions also effect on a
variety of products and services that production costs effect to consumers finally” (Federal
Reserve Bank of San Francisco, 2007).
Analytical Part
To analyze the oil and gas industry based on the current issue, we use the two
analytical parts: PESTEL and Porter’s Five Forces. We aim to know that the factors of the
external environment of the market and evaluate opportunities and threads for the oil and gas
industry.
PESTEL Analysis
Saudi Arabia and Iran are now competing with each other in the oil pricing policies and
the competition is a rather intense day by day. They are trying to get the market share as
much as they can to be ahead of the price war of the US intention on Iranian oil.
Political and Legal Factors. Current price increases in oil and gas affects many
countries and it will reflect the stability of the market. The main concerns or common causes
that influence the decisions for oil and gas industry are geographic and political conflicts
between countries and the stability of the countries’ policies. The majority of the
governments of the oil producing countries through their National Oil Companies control
more than 90% of the proven oil reserves and over 75% of global oil and gas production
(Greek Energy Forum, 2016).
OPEC consists of the countries, Iran, Iraq, Kuwait, Saudi Arabia, Venezuela, Qatar,
Indonesia, Libya, United Arab Emirates, Algeria, Nigeria, Ecuador, Angola, and Gabon. As
these countries have their own intentions and visions about political and economic issues,
everything that happens within these countries will definitely affect the oil and gas prices, not
to mention the taxes policies of these countries.
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Meanwhile in other countries, for instance, the U.S. hasn’t been able to persuade China
which is the largest customer of Iran’s oil to lower the oil purchase, however, it is reported
that Beijing has already limited the import of Iran’s oil to the country. Moreover, other
countries such as South Korea and Japan are now thinking not to proceed to buy Iran’s oil
and trying to find the other options. These factors make Iran very difficult to persuade those
countries to continue buying its oil although it is trying to give discounts for Asian customers
(Paraskova, 2018).
Considering the intensity of efforts by the U.S. to cut off as much Iranian oil exports as
possible, it is unlikely that even Iran’s significant discounts to Asian customers will save the
country’s oil exports. Analysts, and reportedly the U.S. Administration itself, currently
expect the sanctions to remove around 1 million bpd from the oil market. Sanctions of the
U.S on the Iranian oil cause major issue. For instance, as mention in Asia, although China is
still buying Iranian oil, South Korea has stopped buying both crude and condensate since late
June this year and that will cause the impact for oil market (Julian Lee, 2018).
Economic Factors. Saudi Arabia’s economy is very much relying on the oil sector.
Income created from oil will eventually go to Government revenue. The obvious fact is that
the relationship between the global economy and the consumption of the oil and gas can
impact on the matter. Furthermore, the oil and gas prices are the major factor, which shows
or decides whether a country’s reserve is economically feasible or not. In fact,
unconventional and offshore oil and gas fields have the highest costs of extraction among the
reserves (Greek Energy Forum, 2016).
“Higher oil prices will only help reduce the deficit and build reserves”, Mohammed bin
Abdullah Al-Jadaan of Saudi Arabia told CNBC's Hadley Gamble recently. "We have had a
very successful year over the last year a lot has been achieved in terms of fiscal discipline,
the government has been really very efficient in its spending and, overall, non-oil revenue
has been as planned or even in certain parts (of the economy) better than planned," he said.
He even said that oil revenues are increasing as prices rise, which are helping the country to
reduce its deficit, which the government has managed "to reduce by 40 percent in the last two
years" (Ellyatt, 2018).
Furthermore, the recent trade war between two of the biggest economy of the world;
the USA and China have the effect on this matter. Trump has even proposed 25 percent
tariffs on steel and 25 percent tariffs on aluminum. “Oil prices have fallen each time that the
trade war escalates, with one key consequence of a trade war being a fall in oil demand as
U.S. exports to the world’s largest oil consumer fall. While the Iran wild card may threaten to
push oil prices up – a trade war between China and the U.S. would have the opposite effect”
(Rizvi, 2018).
Social Factors. Oil and energy sector’s impact on social and economic of countries are
basically connected as the economic situation of a country has the major impact on the
society of that country. Main impacts could be the followings:
(1) Countries’ consumption may reduce because of increasing oil prices.
(2) Vehicle transportation cost which is the affected by the increase in oil prices may
cause the rise in traded goods prices as well. Thus, trade volumes will decrease and for the
society, this would only mean losing sources of income, means might not be able to buy even
essential food products.
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(3) Therefore, expenditure for food supplies (increasing food import costs) or social
spending (increasing unemployment rate) would compete with the necessary investments in
oil substitutes and green technology (Clarke, 2011).
Technological Factors. The role of the oil and gas companies such as Saudi Aramco is
very important to invest in innovation and to be more effective and efficient in the oil sector.
There should be more advanced technology created by the powerful market leaders in the
industry. Many factors such as the cost, funding, skill, uncertainty over the prices, policies,
rules and regulations are the factors, which have the impact on the players in the oil and gas
market. Despite the increase of oil prices at the global level, many organizations are also now
trying to produce or develop machines and vehicles that consume less fuel and oil as well as
the alternatives or substitutions. That would be one of the solutions for reducing negative
impacts of the oil price increases.
Environmental Factors. The global environmental issue can also affect the oil and gas
industry. The recent global environmental trends for decreasing Carbon Di Oxide emissions
which is to reduce the use of fossil fuels in the global energy mix and to increase the
renewable sources of energy in the global energy mix can shape up the whole global oil and
gas industry and can affect the prices of the oil. Many players in the markets are planning to
invest in the renewable energy sector at the moment (Saudi Aramco SWOT & PESTEL
Analysis, 2018). Other than the recent causes of the oil prices, possible natural disaster
should affect the prices of the resources. When there was a hurricane in south Texas with
rain previous year, creating a significant dislocation in the U.S. oil market, which caused
crude to rise nearly 3% in its wake (Dilallo, 2018).
Porter’s Five Forces
In the oil industry, the competition is every day and on the other hand, today’s oil
prices are unbelievable rising. Despite Saudi Arabia promised production more, it may not be
enough to offset declines in Iran, Libya, and Venezuela. In this situation, the firm needs the
insight about the industry and current market situation. Hence, we want to analyze the
industry based on the current issue by Porter’s Five Forces. Porter’s Five Forces framework
is the effective strategic tool to analyze potentially profitable and risks or threats to the oil
industry. The five forces are:
1. The threat of New Entrants
2. Power of Buyers
3. Power of Suppliers
4. Industry Rivalry
5. Threat of Substitutes
The threat of New Entrants – Weak
The oil industry is required a large amount of capital to establish a petroleum company.
Firstly, it costs billions of dollars to develop oil fields for the easily accessible and offshore
oil reserves to extract oil with the very advanced technologies. The equipment costs are very
expensive and the skilled manpower cost is also high demand.
Secondly, it is not easy to get distribution channel in the petroleum industry because
the oil companies operate at national or international well-own organizing distribution
channel. In third, the important sector is government policies and legalization for the new
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entrants. The government used to favor to national oil companies because the resources for
oil and gas are from the country and owned by the nations.
Thus, the threat of new entrants is weak for those reasons and also switching
companies cost are high.
Power of Buyers – Strong
The industry cannot stand without potential buyers and buyers have a strong influence
on the industry’s profitability. Buyer is not end-users because of buyers are refiners, traders,
distribution companies, national oil companies, and countries such as China, Japan, US, etc.
(Mosa Zaidi, p. 3).
As buyers set up tenders and the government buy a large fleet with the global oil price,
this leads buyers to seek the best contract terms. In addition, buyers can choose the suitable
firm for a long-term business relationship and they evaluate negotiations in detail with more
than one decision makers. Most of the buyers are from the developing countries due to the
drivers’ increase and high oil demand (Michael Porter's five forces: Oil industry, 2015). The
oil industry is going to grow in the future despite the oil prices rising at present.
Buyers are interested in the prices and the quality of a product. It is known that global
oil benchmarks play an important role in prices of crude oil. The main oil benchmarks are (1)
Brent Blend (2) West Texas Intermediate (WTI) (3) Dubai/Oman (Fig. 1).
Today’s oil price rising is not affected by the buyers because of buyers has bargaining
power on how much consume amounts extensively such as EU, China, USA, Japan, and
India in comparison with other countries (Athanasios Pitatzis, Porter’s Five Forces Model for
Oil and Gas Industry, 2016).

Figure 1 - Benchmark Oils: Brent Blend, WTI and Dubai
(Source: energyroutes.eu)

Power of Suppliers – Strong
There are large numbers of suppliers and the strong equipment suppliers have more
power. There is a complex suppliers network that supplier of equipment, materials,
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technicians, skilled manpower, and pipeline installation. The suppliers may eat into the
industry by increasing the price or decreasing the quality. When the demand for oil is high,
the supplier power is strong by a country and a long standing in the industry. There will be
highly cost if switching to another product and the product is strongly important to buyers.
The supplying oil industry has more profitability than the buying industry (UK Essays,
2015).
Some big suppliers are fully integrated into the oil and gas industry such as Chevron,
Shell and National oil companies like Saudi Aramco, Gazprom, and Petrobras. On the other
hand, some suppliers are the oil-rich countries. As their business segments involved in the oil
and gas industry, their bargaining power is higher than buyers (Athanasios Pitatzis, Porter’s
Five Forces Model for Oil and Gas Industry, 2016).
The members of the Organization of the Petroleum Exporting Countries (OPEC) are
nationalized oil productions in the countries. OPEC nations also have bargaining power
because they hold 2/3 (70%) of the whole world’s oil reserves. Not only bargaining powers at
OPEC countries but also they can manage the other firm to leave in the industry. At present,
President Trump put has pressured Saudi Arabia to increase oil production by 2 million
barrels per day if possible (Stanley Reed and Mihir Zaveri, 2018). Hence, the OPEC and
Russia consider increasing oil production by around 1% of the global oil supply. Since
suppliers power is strong and on the other hand, Nigeria’s suppliers are cooperating to strike
by workers and alternative issues due to the crude export dependency on the United States.
Because of its threats to production in Iran, Libya, and Venezuela (Stanley Reed, 2018).
Industry Rivalry – Very Strong
Since the oil industry is very large and already matured, a firm stays for the lifetime
and takes a strong position. A strong firm with a big market share and more power, and lower
firm with a low market share and less power (Mosa Zaidi, p. 5). There are high exit barriers
due to the huge capital assets. Bidding is very competitive to get contracts/agreement, but
offer the lowest cost wins the bid.
The threat of Substitutes – Weak
There are many alternatives to oil such as coal, solar, wind power, natural gas, and
nuclear energy. These alternatives resources could be replaced by a high amount of
hydrocarbons used in the global energy mix with allow of their performance, quality,and
price. For this strategy, needed a big amount to invest in R&D and producing process. So, the
possibility for substitutes powerful of the global energy mix until 2040 is very small
(Athanasios Pitatzis, Porter’s Five Forces Model for Oil and Gas Industry, 2016). Moreover,
coal is already well known in the global market and natural gas will be high growth to
compare to oil according to the analyst forecasted. Gas will have place market share for the
residential, industrial and commercial use. Thus, substitute makes a big threat to oil
production companies (Mosa Zaidi, p. 4).
In addition, the oil and gas industry is huge in the world. It must be well established to
get the oil and gas from under the ground to the consumer with the specific technologies and
different businesses. But this huge industry might be broken if lack of three linear each with
its own set of challenges and opportunities that Upstream, Midstream, and Downstream (Oil
& Gas). The chronological sectors of the oil and gas industry are presented in Fig. 2.
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Figure 2 – Chronological Sectors of the Oil and Gas Industry
(Source: avata.com)

Solutions & Recommendations
The crude oil price has been getting higher since 2014 and now reaches out to its
highest in recent days. With the US sanctions over Iran with the case of nuclear relating
dealing issues between Trump administration and Iran government. Consequently, the oil
price reached out to more than $80 a barrel, which was the highest during the four years and
the lowest price was $29 per barrel in early 2016. In addition, European energy companies
will be no longer getting the benefits of special preferences in doing the business with the
companies from Iran (Constable, 2018).
Oil prices in the US have been raised with the supply shortage from Libya, Venezuela
and the last country is Iran with the sanctions issues. As the US is the huge importer of oil, it
could impact a lot in oil prices for both companies and consumers. As a solution, the US
government has a big hope for OPEC countries (Organization of the Petroleum Exporting
Countries) and Russia could fill up the gap of the shortage that came from those three
countries. On the other hand, Japan, India, and South Korea will stop the importing of Iranian
oil if the US sanctions are confirm (Resnick-Ault, 2018).
There could be several ways that maintain the stable crude oil prices: the increased
production of shale oil with alternative fuels in the US so that others region could share the
imported volumes to the US, OPEC countries and Russia could increase the output, keep the
stable foreign exchange currency rate and the last factor is that the decline in the global
demand although this factor is unsure and unpredictable (AMADEO, 2018).
The U.S Energy Information Administration (EIA) forecasts that the fuel production in
the US could reach to 10.8 million b/d at the end of 2018 and it is also the highest yearly
production in the history of the US. In 2017, they had produced 9.4 million b/d and could
beat the record of this in 2018. The EIA estimates the oil production will increase up to 11.8
million b/d by next year, 2019 and the US production could jump to 12 million b/d by the
end of 2019. The International Energy Administration expects that in the year of 2023, the
United States will become the world’s largest oil producers and they could meet the domestic
demand of 30 million b/d per year consumption. The US government should encourage those
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sectors so that they could reduce relying on OPEC countries especially Saudi Arabia which
was the main supplier of crude oil (AMADEO, 2018).

Figure 3 – Change in Upstream Investment, 2016-2017
(Source: Compiled on the base of data of oilprice.com)

The US shale industry is growing and more efficient as the investors will more focus
on investing it and the IEA believes that 53% of the investment will come out exclusively
form shale industry. With the increase in those numbers, OPEC countries are starting
worrying that they could lose the demand from the US, which was quite huge if the shale
industry were going well (Consultants, 2017).
OPEC has the new member in the second quarter of 2018, the Congo Republic and
increased its output, increased by 320,000 bpd from June to 32.64 million bpd in July, which
was the highest production output for this year, 2018. Iran has a huge dropped in production
by 100,000 bpd, which was the impact of US sanction. Unlikely, Saudi Arabia, Kuwait, and
UAE have uplifted their production to follow the OPEC decision of boosting up the outputs.
So that could cover the drop from other OPEC member countries that have the issues with
sanctions such as Venezuela, Angola, and Libya (Paraskova, OPEC Oil Production Hits 2018
High In July, 2018).
Maintain the inflation rate and currency exchange rate is one of the options to control
the oil price to be stable within the country as all the oil transactions are paid in US dollar.
For petroleum exporting countries, the dollar exchange rate is one the main factors to be
considered as it could impact the benefits and having the strong currency that aligned with
the US dollar could help up to 70 percent of petroleum price (AMADEO, 2018).
In Myanmar, one of the major points that fuel price is getting higher since 2017 was
coming from exchange rates, said by MPTA (Myanmar Petroleum Trade Association).
During the August of 2017, currency exchange rate between Myanmar Kyats and US dollar
was 1,361 MMK for 1 USD and the fuel prices per liter were (92 Ron) 680 MMK, gasoline
(95 Ron) 715 MMK, diesel (10 ppm) 690 MMK and diesel (500 ppm) 670 MMK (AUNG,
2017). According to (Central Bank of Myanmar, 2018), the exchange rate on 18th of August
was 1,498 MMK versus with 1 dollar and the petroleum price was 970 MMK (Diesel 500
ppm), 985 MMK (Premium Diesel), 950 MMK (Octane 92) and 1,010 MMK for Octane 95
(Max Energy, 2018).
As the Myanmar currency is not strong enough compared with the USD dollar, there is
a huge impact on our country in terms of fuel price is increasing. More than that, Myanmar
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has the policies of storage the petroleum, which means that local petroleum stations have the
prescribed limit and they are not allowed to store a lot. To be distributed in the market, the
Thilawa Port stores some 12,000 tons of fuel oil and it’s quite difficult to handle the oil price
and storage a lot in the stations because of the policy (Wai, 2018).
Finally, the last point is that China’s oil consumption is going down and reaches out to
their minimum level since December 2017(Alternative Fuel, 2018). The global demand for
oil consumption was increased due to the demand came from China but the economic
reforms growth rate of China was not as expected and impacted the global demand to be slow
down. Another possible solution is that we could rely more on natural gas which is ecofriendly such as ethanol, biodiesel, natural gas, solar power, electric and others.
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The complex of designated challenges and threats to the economic security of the state will
allow to form an overall picture of the current state of the object and a qualitative mediumterm forecast.
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Instruments of Migration Policy: Current state of development
One of the instruments of migration policy is represented by the intergovernmental
agreements on foreign labor employment, which include the conditions of migrants’ stay in a
host country, the observance of which is intended to protect migrant workers’ interests.
Intergovernmental agreements on foreign labor hiring, concluded between the Federal
Republic of Germany and the sending countries, stipulate that employers hire and pay foreign
workers on the basis of the same provisions of tariff agreements applicable to German
workers. Immigration control services monitor the entry of immigrants into the country. In
accordance with the entrepreneurs’ statements about their need for specific categories
workers, they are issuing entry permits for a specific period of time.
International migration agreements can be subdivided into two groups: bilateral and
multilateral. Such agreements set quotas and limits to migrants’ entry into the territory of one
or another party. Multilateral agreements are concluded between the EU countries, for
example. Their key objective is regulating the immigration from the non-EU countries. Such
agreements are usually implemented through national labor departments.
The Federal Office of Industry, Crafts and Labor in Switzerland, the Ministry of Labor
in Finland, the State Administration for Foreign Affairs in China are the examples of such
official bodies.
The procedure for concluding immigration agreements includes a precise sequence of
actions. The sending party carries out a preliminary selection of candidates in accordance
with the criteria agreed upon with a host party. The sending party’s authorized body checks
the compliance of the proposed migrant candidates with the conditions of the international
agreement, and then it sends the received information to the receiving party’s authorized
body.
Certain restrictions may be applied by the receiving party. Some categories of workers
are excluded from these restrictions, for example:
1. Low-qualified personnel working in difficult and hazardous working conditions,
applying for low-paid jobs;
2. Specialists of rare professions, such as restorers of paintings and ancient
manuscripts, archaeologists, doctors, practicing non-traditional methods of treatment;
3. Experts in top priority areas of economy;
4. Senior managers of enterprises, organizations or their branches, businessmen who
have granted the right to do business in a host country;
5. Highly qualified specialists and creative professionals (artists, composers, musicians
etc.).
There is very little reliable information about the scale of illegal immigration, but each
state is aware of this phenomenon and takes it into account when forming its own migration
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policy. By some estimates, illegal immigration has increased tenfold in the recent decade
only. One of the reasons for such rapid growth is availability of cheap labor in many
developing countries worldwide which tempts employers to hire illegal immigrants and thus
get easily managed staff for much lower cost (Revision of World Urbanization Prospects,
2018).
Another serious problem is repatriation, that is, the return of foreign workers to the
country that is legally their own after their contract expires. Immigrants will inevitably face
the economic, social and psychological problems at home countries so they tend to resist
getting back there. Therefore, some Western European countries have developed programs to
encourage the repatriation of migrants.
Parallel efforts are made to govern immigration processes and develop government
programs to regulate emigration. These programs are essential for the countries actively
exporting labor resources. They ensure that the emigrant workers’ rights and interests are
protected, and discriminatory actions against them are properly addressed; and nation’s
losses due to movement of labor resources outside the country are compensated.
The emigration policy is usually based on the principles stated below:
1. Providing the possibility of migrants’ return to their own country in the future;
2. Ensuring entry into the territory of the country and further effective distribution of
workers;
3. Reducing domestic unemployment through elimination of unclaimed labor;
4. Improving the quality of the domestic labor market through hiring the repatriates
who have improved qualifications.
Labor emigration processes are regulated by legal and regulatory documentation, based
on the country’s constitution, national emigration legislation, and international migration
agreements.
In case of migration laws’ violation, both the emigrant and the facilitators contributing
to it are held responsible. Upon returning to their own country, individuals who emigrated
illegally or those who broke the contract terms are subject to certain sanctions, including
fines or imprisonment (Turkey is notoriously famous for such measures, for example). The
intermediary provider may also be subject to penal measures and may be deprived of a
license, and also financial sanctions may be applied if they fail to fulfill their duties in a
proper way (Přívara, 2017).
Labor export especially that of low-skilled labor has a number of positive implications
for donor countries. When the unemployed leave, the unemployment rate in the country
decreases, this consequently eases social tensions and reduces the state’s financial obligations
to pay unemployment benefits.
Labor export brings foreign currency to the donor country from direct sources:
1. Tax payments from the profits of intermediary firms;
2. Emigrants’ direct remittances to their country, to support families and relatives;
3. Migrants’ investments in their country’s economy (through establishment of
industrial enterprises, acquisition of movable and immovable property etc.);
4. Income from the countries importing labor which stimulates economic growth.
Importantly, labor export brings income quite comparable in volume with the profit
from the trade in consumer goods. According to the experts of the World Economic Forum,
in 2017 labor migrants transferred back to their families in developing countries around $466
bln, which greatly exceeds the investments into these countries and the economic assistance
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from the international community. About 800 mln people worldwide received direct financial
support from their relatives working abroad. In 2017, the countries whose migrants sent
home the most were: China (62.7 bln USD), India (61 bln USD), the Philippines (29.9 bln
USD), and Mexico ( 28.5 bln USD). In some countries, the share of remittances from labor
migrants makes up a significant share of GDP. According to this indicator, the leaders are
Kyrgyzstan (34.5% of GDP), Nepal (29.7%), Liberia (29.6%), Tajikistan (26.9%) and
Moldova (21.7%) (World Economic Outlook, 2018)
Calculations make it possible to estimate that the efficiency of monetary exports from
labor migrants is at least 5 times higher than the monetary efficiency of food exports. In
recent years, re-immigrants have imported a sufficiently large number of industrial goods
intended for setting up small production enterprises in their home countries. In most cases,
the governments of these countries are committed to maximizing such imports by reemigrants. With this purpose in mind, they reduce or completely remove customs duties,
thereby contributing to the development of local small businesses, as well as to increased
employment and job creation in the country. They also encourage imports of consumer
goods, which undoubtedly allow saturating the domestic market with scarce exports.
Labor migrants increase Germany’s GDP growth by 0.2% per year on average. The
most beneficial effect from the migrants’ inflow over the last five years was in 2015, an
additional increase was 0.3%, which in general resulted in a 1.5% increase in GDP (IOM
GMDAC, 2019).
The German Institute for Economic Research (DIW) also concluded that since 2011,
the inflow of fairly highly skilled labor from abroad has provided German economy with
substantial benefits, as reflected in GDP growth and many other vital indicators. It is
noteworthy that the greater proportion of those who have immigrated to Germany since 2011
(more than 9 mln people) are residents of other EU countries (mainly Bulgaria, Romania,
Greece, Italy and Spain). This flow of emigrants was caused by the removal of restrictions on
employment within the European Union.
The DIW experts note the crucial significance of this policy for Germany’s economy.
The country has seen a massive reduction in the number of skilled workers due to the general
aging of population and other demographic challenges. Moreover, to cope with the problem
of a significant reduction in the volumes of the country’ economically active population
(projection – from a decrease of 16 mln people to a decrease of one third of the total number
in case of the most negative scenario), Germany should be receiving annually 260,000 labor
migrants until 2060.
The DIW experts believe that 114,000 labor migrants will arrive in Germany from
other EU countries, but demographic factors and the convergence of the economies in the EU
countries will reduce Germany’s attractiveness for foreign workers from Europe. The
remaining 146,000 migrants per year will have to arrive into the country from outside the
EU. According to official data, only 38,000 foreign workers arrived in Germany in 2017
(German Institute for Economic Research, 2019).
To achieve such a significant increase, the state should radically reconsider its
migration policy. In general, overcoming demographic challenges seems to rely on creating
favorable environment for combining family and work responsibilities, investing heavily (at
least sufficiently) in employment programs, advanced training and mobility of the young
working-age population, determining the optimal size of migration of highly qualified
specialists. It is common knowledge that labor market mobility and flexibility are not only a
44

The EUrASEANs: journal on global socio-economic dynamics, № 6 (19), 2019

means of dealing with the global economic crisis, but also an effective instrument for
economic revival in the period of crisis overcoming.
Formation of the Strategy of Economic Security Taking into Account Migration
Processes
Ensuring economic security is one of the basic functions of the state, the understanding
of which came only in the twentieth century. The definition itself was coined back in 1934 by
F. Roosevelt, who used the phrase “national economic security” in the speech about the Great
Depression. In the post-war period already, in 1947, the US administration adopted the law
"On National Security" and introduced the National Security Council under the US President,
thus fixing the need for security in the economy at the legislative level.
In Russia, legislative consolidation of this concept is reflected in the Decree of the
President of the Russian Federation as of May 13, 2017 No. 208 “On the Strategy of the
Economic Security of the Russian Federation for the Period up to 2030”, where “economic
security” refers to the state of protection of the national economy from external and internal
threats, which ensures economic sovereignty of the country, the unity of its economic space,
conditions for the implementation of the strategic national priorities of the Russian
Federation.
At the same time, the available research studies do not provide a unified understanding
of this definition; experts tend to base it on the approach "from the opposite": the absence of
internal threats to integrity, the absence of destructive external influence and so on. However,
they agree that economic security is a balanced state of the country’s economy that does not
depend on time periods. The authors view national economic security as a set of interrelated
components, generating a synergy effect of sustainable economy: uninterrupted production
supplies, the volume and capacity of fixed assets, research and technological innovation
development; sales opportunities at the markets, both domestic and international, labor force
development (Arkhipov, 2017).
Stability of the economy, in turn, implies strength and reliability of its components,
vertical, horizontal and other links within the system, its resilience to external stresses. Thus,
economic security strategy provides such a state of sustainable development in the country’s
economy, when its vulnerability to any external stress is minimal. The other key factors of
national economic security are the scale and the contents of changes in the country’s
economy.
Measurability of economic security, risks and threats in quantitative values is
indisputable, but it is not possible to suggest a reference model, based on a set of criteria. The
reason is primarily that the indicators and set threshold values directly depend on the basic
indicators of a country’s economic development. Furthermore, causal linkages, relationships
and interactions between the indicators could justify the application of various sets of
indicators (on equal footing). National economic security strategy gives priority to
development of a state regulation system and selection of its own set of the most acceptable
indicators. Before considering the impact of migration on this area, it is necessary to state
that country’s economic security strategy is based on threats and challenges. The threat to
economic security is a set of conditions and factors that create a direct or indirect possibility
to damage national interests of a state in the economic sphere. Challenges to national
economic security include a complex of factors that can, under certain conditions, lead to the
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emergence of a threat to economic security. It is noteworthy, that in Russia, threats and
challenges, among other things, include increased international competition for highly
qualified specialists, as well as lack of internal domestic labor resources (Samarina et al.,
2018).
The authors believe that in examining the impact of migration on national economic
security, one should take into account the ongoing shift to digital economy worldwide. In the
context of this paper, digital economy refers to the whole range of economic relations based
on digital computer technology and new conditions of informatization, data generating,
processing, storage and transmission. Thus, it is necessary to make a distinction between
assessing the impact migration has on digital economy and that on traditional materialized
economy. Digital economy is essentially designed to erase boundaries between various
parties, thus reducing the need for relocation due to economic reasons.
The rapidly growing number of users of various electronic systems, electronic media,
digital workflow, digitalization of some actions and operations of economic agents, and in
general – the shift to digital economy, education and public services should be acknowledged
as another generally recognized feature of today’s developed society.
The task of transition to the digital format is declared as the key trend in the world
development, its impact is intensifying in the long term as more and more participants
become involved. In the digital era, qualitative upgrading of relations has great potential for
economic growth and implementing innovation-oriented course in business and industry
development. New areas of digital economy and their applications are the subject of
discussions on the global scale. The concept of Industry 4.0 which declaratively defines the
stages of the Fourth Industrial Revolution got its name in 2011 and was initially defined as a
means of making industrial sector more competitive through enhanced integration of
"cyberphysical systems," or CPS, into production (manufacturing).
However, by 2018, with the increasing global interaction of various processes a far
broader understanding emerged. The new business linkage and interaction between real,
materialized economy and the digital one will result in a fundamental change in migration
flows’ formation and directions and, accordingly, in migration policy. These days there is a
growing demand for qualified workers of a certain type, those with "digital" competences.
The state of labor resources themselves and most important, the need for workers of
particular professions and jobs and responsibilities they can take, will also undergo
considerable changes. The projection period of business operations’ digitalization is likely to
see diminished activity of some parts of migration flows: under favourable domestic
conditions for economic agents’ operations in the digital environment, there is no need (for
them) to move to other territories. Undoubtedly, the other reasons for migration – political,
social, man-made ones – will still remain the drivers for migration flows.
The projected transition to the digital format implies that even big global businesses
will be transformed into the so-called digital platforms, with merging of production, services,
social and telecommunications network. For example, the financial holding of BlackRock
(assets under management as of the beginning of 2017 exceeding 4.89 bln USD) already
operates its own trading platform which reduced, by several times, the company’s costs for
material and technical maintenance (Special Eurobarometer, 2019). For such companies a
special strategy for managing human resources is also being developed. The strategy aims to
reduce the number of low-skilled workers and replace them with automated programs as well
as to attract highly qualified personnel with digital competencies. As noted above, the
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demand for the latter significantly exceeds the supply, whereas the former lose their jobs.
Without competent management, large-scale information flows that globalization brought
about with digital communication resources, can pose a significant threat to the economy of
any country.
Thus, a high risk of security threats prompted a nearly universal ban on the use of
cryptocurrencies worldwide, because cryptocurrencies, due to their specific nature, could
provide a conditional anonymity, and thus, may lead to a variety of unlawful actions. So the
downside to digitalization is that it can be used as an effective tool for money laundering,
corruption and financing illegal activities, including terrorism. That is, the focus of a real
threat to economic security is shifting towards digital environment, with some states not
having worked out a national concept to combat this threat.
In a material economy, migration flows remain to be a significant factor, both directly
and indirectly affecting the basic indicators of countries’ economic security. Directly –
through decrease in labor supply at the market of the country with surplus labor force and an
increase in the supply in the country that lacks labor resources. Migrants’ remittances can be
an example of an indirect impact in this regard.
As the international labor market is being established, economic and technological
sectors are integrated, with the more complex area of social and labor relations becoming
global and getting involved in the integration process. Worldwide, nations base their social
policies on social experiences and local traditions. The points of contact are joint
multinational enterprises and corporations set up all around the world. Contacting also occurs
within some TNCs, thus crossing labor and capital boundaries. In many cases, this process
results in the challenge of integrating not only different economic and technological
structures, but social ones as well. This overlap should obviously take the following
directions (Strack et al., 2018):
- working conditions, methods of hiring and firing staff;
- remuneration of workers, including additional payments system;
- the number of working leaves allowed;
- the number of working hours per week/month;
- the system of extra benefits, including material ones, recreation opportunities etc.
Harmonizing various social practices in many other areas (labor union activities,
conflict resolution etc.) could be a challenge too.
Today there are five major international regional labor markets: West European,
Middle Eastern, Asian, Latin American, and African. The international labor market is being
formed in two ways:
1) through migration (physical movement of capital and labor);
2) by gradual merging of national labor markets (the establishment of a "common labor
market") when legislative, national-ethnic, cultural and other barriers being overcome.
In some cases, a combination of capital and labor can occur even without their physical
movement, when telecommunication systems are involved. Thus, the typology of labor
resources migratory movement can be represented as follows:
- by duration period: regular (assuming a return), irregular (permanent);
- by residence and restrictions on employment: based on contracts and deals;
- by the legal status of migrants: legal and illegal (undocumented and documented
migrant workers);
- by various professional qualification levels.
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Regular-type migration can be classified into the free-movement migration, permanent
relocation (settlement) and authorized residence permit. Each classification subgroup remains
a factor affecting economic security of the state.
Research on potential international migration reveals that it is represented by active
young professionals, disadvantaged in the social and employment aspects.
However, within 5-10 years, the earnings in the former group increase significantly,
which is largely due to "natural selection process" among foreign-born workers: the group is
made up of the most capable and motivated people. This is primarily due to significant
changes in the requirements (recently imposed) on the know-how and expertise of many
technical workers in line with rapid developments in microelectronics and the IT sector in
general. These days, shortfalls in the workforce with required qualifications are made up by
hiring professionals from other countries on temporary contracts, increasing the territorial
mobility of skilled labor, diversifying terms of employment and organizing work for these
categories of workers.
Conclusions:
Generalized Indicator of the Correlation between Migration Processes and
Economic Security Indicators
The authors attempted to create a generalized indicator of the correlation between the
migration processes and the economic security indicators. The current situation in the world
economy makes it possible to classify labor migration, regulated in varying degrees, into
three types of flows.
The labor migration of the first type: from less economically developed countries to
more developed ones (from developing economies to developed countries; from former
socialist countries to developed countries). As a working hypothesis for selecting indicators
of the impact of this type of migration on economic security of a country, the following was
adopted: the size of the migration turnover rate proportionally reduces the indicators of
country’s economic security.
The migration turnover rate is measured as the minimum of gross immigration and
gross emigration over the period as a percentage of population in the area. The study
analyzed and ranked 30 representative countries according to the accepted classification - 10
developed countries, 10 developing countries, 10 countries with economies in transition.
According to the statistics available in the aggregated access, the number of immigrants
and emigrants was estimated with respect to the average annual population, from 2016 to
2018.
Data analysis of the given factors dynamics in comparison with the growth/decline in
GDP, foreign direct investment flows and The Corruption Perceptions Index can suggest the
following conclusions. In developed countries, GDP has the strongest correlation with the
changes in the migration turnover rate.
The Corruption Perceptions Index changed slightly and the foreign direct investment
flow was much less affected by the coefficient under consideration. In the countries with
transitional economies, the GDP level and The Corruption Perception Index had equal
volatility and a pronounced link with the migration turnover rate, whereas the dynamics of
investment changed at a much lower rate.
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In developing countries, the migration turnover rate was directly linked to the GDP and
the volume of investment flows, The Corruption Perception Index was not affected.
Labor migration of the second type: between the countries of the same level of
development (for example, between fully developed economies or between countries at the
roughly the same development stage). As a working hypothesis, it was found that both
intensity and efficiency of migration affects economic security only indirectly, through
transformation of the qualitative characteristics of the labor force. The correlation between
intensity of the migration turnover rate and migration effectiveness rate in relation to the
unemployment rate at the domestic market was estimated. The sample presented above
allowed us examine the impact of this type of labor migration on the economic security
criterion. The calculations carried out on the three groups of countries did not reveal any
permanent pronounced correlation. The dynamics of changes in the combination of these
indicators for all types of countries was observed, but no proportionality was revealed. The
result shows the need for research over a longer period, subject to the countries carefully
keeping track of these criteria; as well as the influence of a large number of additional factors
not taken into account in this analysis.
Current economic and political world events have left a significant imprint on the
international migration processes. Considering the need to transform the instruments of
migration policy in the future, it is worth noting that the economy of the future implies
secure, non-discriminatory and transparent management of all existing resources, including
labor. Digitalization and other trends considered in this paper set the task of transforming the
migration policy, pose new challenges to economic security and require a new approach to
labor force training.
The described effects of the migration processes on national economic security, as well
as the latter’s dependence on migration regulation, suggest that it is necessary to create a
model of indicators that would allow for periodic monitoring of its impact and assessment of
its consequences. This model should be compiled, firstly, from a series of generally accepted
coefficients to assess the impact of migration on the selected indicators of economic security.
This proposal is based on the thesis of minimizing the cost of conducting statistical studies
and generating databases over time.
Secondly, the specifics of a country could be determined by an additional level of
indicators characterizing the reference state of economic security in a country. The selected
indicators should also take into account the threshold values of security threats in conjunction
with migration processes. It can be assumed that inclusion of migration as an aspect of the
reference state of national economic security might be conductive for choosing the most
effective instruments of migration policy.
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MIGRANTS REMITTANCES: MICROECONOMIC AND
MACROECONOMIC CONTEXTS
Andrej Přívara
University of Economics in Bratislava, Slovak Republic

Global remittances flow has been rising considerably over the last decade. Their share in
GDP reaches several tens of percent in some (especially developing) countries. That is why
their impact on the country of the migrant`s origin has become a subject of controversial
debate in the scientific community. This chapter provides a synthesis of views that have
crystallized as part of an ongoing academic debate on remittance determinants and their
impact on recipient countries. We aim to analyze the fundamental scientific opinions
published on this topic and to outline possible directions for future research on migrant
remittances. The chapter analyzes individual determinants as well as remittance effects on
two levels: microeconomic and macroeconomic ones. The analysis concludes that
remittances are an important source of external financing for the economies of developing
countries. Nonetheless, they cannot be considered as a panacea for economic backwardness.
Keywords: migration; remittances; migration policy; EU; V-4
Instruments
Remittances are one of the consequences from international migration of the labour
force (Deskar-Škrbić et al., 2018; Škuflić & Vučković, 2018). They represent the cash flow
sent by migrants to their countries of origin. The International Monetary Fund (IMF) defines
these transfers as: “The household income generated from the reserves saved abroad, usually
in the course of a temporary or permanent movement of people” (IMF, 2009, p. 272).
In the course of the last years, the research on the issues related to remittances has
intensified. International organizations, as well as scientific community, discuss in particular
the problems related to definition of the determinants of remittances, the ways of realization
of these money transfers, as well as economic impact of the related financial operations on
the country of migrant origin.
The raised interest in the issue of remittances is undeniably related to the enormous
development potential hidden in them. One of their advantages is that they represent a more
stable capital resource as compared to the two other international cash flows: foreign direct
investments (FDI) and development aid. Unlike FDI, whose amount increases in upward
fluctuations of the economic cycle and decreases during a recession, money transfers from
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migrants are subject to economic conjuncture to a significantly smaller degree. Stronger
resistance of remittances to cyclical fluctuations in migrants’ host countries can be accounted
for by the protection of income in the times of economic recession by the mechanisms
protecting employees (e.g., unemployment benefit).
The ambition of our chapter is to contribute to the ongoing discussion on the
determinants of remittances and their impact on the countries receiving them. Its aim is the
analysis of academic discussion based on the substantial number of scientific works
published on the topic concerned and also suggesting possible directions for future research.
Economic Effects of Remittances
The impact of remittances on the country of migrant’s origin can be scrutinized on two
levels: microeconomic and macroeconomic. The study of microeconomic effects focuses in
particular on the immediate impact of remittances on income distribution, poverty reduction
and on household economic activities. This research involves a great number of case studies
which provide a number of interesting empirical results. However, their specific character
does not enable a generalisation. Contribution of macroeconomic effects cannot help with
eliminating this barrier completely, but it can, however, lead to an international comparison
of results.
Microeconomic impact of remittances
Case studies on the influence of finances sent by migrants to the country of their origin
on the poverty rate in these countries usually agree that since remittances increase the
available household income of receivers, they also have a positive impact on poverty
reduction. With regard to quantification of this impact, differences in the results reached may
be accounted for by specifications of the studied sample. As an example, we might mention a
study by Richard H. Adams and John Page. These two authors created the panel of 71
developing countries on which they tested a hypothesis that the countries with higher
migration rate and more of remittance receipts report relatively lower poverty rates. They
reached the conclusion that an increase of 10% in the level of remittances per inhabitant
contributes to a decrease in poverty by 3,5% (Adams & Page, 2005).
A study by the IMF conducted in 2005 scrutinizes this issue on the sample of 101
countries. According to the results of this study, an increase of remittances rate within GDP
by 2,5% is connected with a decrease of poverty rate by 0,5%.
Gupta, Patillo and Wagh discovered that an increase of remittance flows by 10%, under
the conditions of the Sub-Saharan Africa, is connected with a decrease of the poverty rate by
1% (Gupta et al., 2007).
The study of Fajnzylber and Lopez on the countries of Latin America also reached the
conclusion that remittances have a direct effect on households’ income (Fajnzylbel & Lopez,
2008).
Conclusions reached by different authors significantly differ with respect to the impact
of remittances on income inequality. Lisa Chauvet and Sandrine Mesplé-Soms, for instance,
prove in their article that foreign direct investments increase income inequalities within the
country, whereas money transfers realised by migrants tend to decrease them (Chauvet &
Mesplé-Soms, 2007).
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On the other hand, according to Azam and Gubert (2005), the impact of remittances on
income inequality is unclear. These authors also warn that it is necessary to take the
differences occurring in different time periods into account. According to them, remittances
trigger, in the short term, an increase of income inequalities between families who are
capable of sending a migrant abroad and consequently receive certain money flows, and the
other families who do not have such an opportunity. In the long term, however, emigration
costs decrease (especially thanks to networking), which enables less wealthy families also
send their relatives abroad.
Docquier and Rapoport underline the necessity to take income inequality in the
introductory period of time into account. They prove that in case of a significant introductory
income inequality, remittances incite its further regression. However, this effect does not
occur if the introductory income inequality rate is low (Docquier & Rapoport, 2003).
A very motivating article was published by Christian Ebeke and Maelan Le Goff, who
studies the impact of transfers on income inequality on the sample of 80 developing countries
in the course of a relatively longer period of time (1970-2000). The conclusion of their
analysis was that remittance transfers induce a decrease in income inequality in the countries
with relatively high income per inhabitant, in the countries which export low-qualified
workforce and in the countries characterized by low mobility expenses (Ebeke & le Goff,
2010).
Different case studies confirm the direct impact of remittances on economic activity of
the sending household. Amuedo-Dorantes and Pozo, whose research was aimed at Mexico,
found out that women, in rural communities in particular, lower their labour supply in
proportion to received remittances (Amuedo-Dorantes & Pozo, 2006).
Other case studies prove the existence of an inverse relationship between money
transfers from emigrants and labour supply of the receivers’ households. As a good example,
we might mention the case study by Görlicha and al. who investigated this correlation on the
case of Moldova (Görlich and al., 2007), or Konica and Filer in the case of Albania (Konica
& Filer, 2009).
Macroeconomic impacts of remittances
Out of all of the macroeconomic impacts of remittances on the country of migrant’s
origin, it is necessary to mention particularly their direct effect on the amount of investments.
Finances sent by migrants to the country of their origin can play a significant role in the
incorporation and financing of small businesses, as was proved, for instance, by the study by
Woodruff and Zeneto, analysing the situation of multiple sectors in Mexico (Woodruff &
Zeneto, 2001).
Another substantial macroeconomic effect of remittances on the country of migrant’s
origin is the rise of aggregate demand. Notwithstanding, whether it is the rise in demand of
consumption or investment of goods, it generates (in the sense of the Keynesian investment
multiplier) additional incomes. If production capacities in the country of migrant’s origin are
not used to their full potential, its impact on the growth of GDP and employment is positive.
Multiple empirical research agree that multiplier effects may incite a significant growth in
GDP. As an example, we might mention Ratha’s study which claims that each “migradollar”
spent in Mexico increases its GDP by 2.69 USD (if the remittance recipients are city
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households) or even by 3.17 USD (if the remittance recipients are rural households) (Ratha,
2003).
Since remittances represent an addition to receiving side’s balance of payments, they
can play a major role in deficit reduction. Their advantage, in contrast to other monetary
flows (such as development aid, FDI or foreign loans) is that they are not directly connected
to specific investment projects with a necessity of significant imports. Moreover, they are
characterized by a much more stable source of foreign exchange than other capital flows
(Buch & Kuckulenz, 2004).
In case of an excessive inflow of finances from abroad, however, other effects might
arise as well, which are, unfortunately, negative. Consequently, competitiveness of the
receiving country may decrease both at foreign markets (as exported products become more
expensive) and domestically (imported goods become cheaper). This situation may also
induce the so-called “Dutch disease”: remittances cause deformations in the production
structure and in relative prices (Bourdet & Falk, 2006). The rise in the unemployment rate
and, consequently, of emigration can be the secondary consequences of this “Dutch disease”.
However, negative consequences mentioned here do not have to arise if the imported,
cheaper production facilities increase productivity of the local labour as well as
competitiveness of domestic producers.
Main sources and directions of remittances flow
The main vectors of remittance flows are from economically developed countries to
developing countries. The "Rich West" opens the door to people from the “Third World”
who are willing to meet the demands of developed countries by their work. The result of such
"cooperation" is to improve the living situation of migrants and their families, while rich
countries indirectly help with the development of the “Third World” countries through
remittances.
The biggest source of remittances in terms of economic strength, prosperity, state
wealth are rich, economically developed states that are able to receive large numbers of
migrants due to their "unlimited" financial capacity. According to the long-term global
analysis, the share of developed countries in the total volume of remittances is up to 66%. In
particular, the largest contributor is the USA, this country acconts for 28% of the total
remittance flows (35.4 bln USD) with the trend set to grow further. Saudi Arabia goes the
second, with 12%, or 14.9 bln USD. Despite the fact that this country is very popular among
migrants, the volume of remittances sent from it has a declining trend. One of Europe’s
richest economies, Switzerland, takes the first place in Europe by the volume of the
remittances sent. It covers 8% of the world total remittance flows (or 10 bln USD), while
Germany gets 7%, Luxembourg -- 4%, France and Italy -- 2% each (Danaj et al., 2018).
Countries such as Spain and Israel also take the leading positions (De La Peña Esteban &
Peña-Miguel, 2018).
As it was mentioned above, remittances from individual countries in the recent years
have demonstrated either an increase, or a decline. When it comes to increasing remittance
flows, we can highlight such countries as Switzerland, Italy, Spain and France.
Remittance flows in different directions around the world. The routes through which
they are sent are called remittance corridors. There are both national and international, and
also remittance corridors within countries and regions. A typical feature of international
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corridors is that the flows are predominantly from advanced economies to the third world
economies.
Specific continents use internal corridors. Asia has the largest corridor that carries up to
three quarters of the total remittances flowing into Asian countries. Remittances in Europe
flow mainly within the same regions (Strielkowski et al., 2018). The rest are financial
injections from Asia and America. The most interesting situation is in Africa. European,
Asian and also regional remittances account for about one third there. The largest recipients
are North African countries, which receive up to 75% of the total remittances in the region.
The most important global remittance corridor is the US-Mexico corridor. According to
the world statistics, remittance transfers within this corridor are up to 7.6 bln USD. From the
overall perspective, the volume of transfers are also interesting in such corridors such Saudi
Arabia - India with the value of roughly 3.6 bln USD, and Saudi Arabia-Pakistan with 1.8 bln
USD. Regarding Europe, the largest flow of remittances goes from Germany to Turkey, it
totals to 1.2 bln EUR.
At first glance, it may seem that geographical proximity of individual countries leads to
simplification of transfers, but it is not always true. The key factors here are compatibility of
the banking system or even presence of a common system. Both these factors can accelerate
the money transfer and at the same time reduce charges behind such transactions.
Remittance transfer
There are many systems and methods for getting remittances from migrants to their
recipients abroad. In general, however, we can talk about two basic types -- formal and
informal ways of transfer. Formally, we include all those transfers that are controlled and
regulated by the state and manifest themselves as actual remittances into actual statistics.
Electronic money transfers, bank account transfers, electronic card transfers can be listed
here.
The second group consists of the so-called informal ways of transfer. We cannot
neglect these informal ways, because in some parts of the world informal transfers make up a
significant share of the total remittances. However, the amount of money sent in this way is
currently falling significantly because of the tightened control. There is also a possibility that
informal channels can be used to finance terrorist activities. In any case, it it always the
migrant choice, whether to choose formal or informal channels for transfer (Sirkeci &
Přívara, 2017).
Each region has its own financial infrastructure with its specific financial instruments.
The recipient chooses a financial instrument depending on the location of stay and duration
of this stay. Another important determinant is the level of migrant’s financial literacy. Good
examples in this regard are payment cards, the use of which depends on the availability of
ATMs and payment terminals in a region or specific locality. Most remittances use unofficial
transfer paths because their use is many times easier than the official money journeys. The
key advantage of the informal channels lies in their ability to adapt per specific clients. They
are also associated with lower fees and are especially available in remote areas. However, we
always need to keep in mind that informal transfers often imply the possibility of money
laundering, terrorist organizations’ support and so on.
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Remittances in V4 countries

Figure 1 - Remittances delivered to the V4 countries
(source: World Bank, 2019)

Our reference period is the period from 1994 to 2016. From the graph above we can see
that for such countries as Slovakia, Czech Republic and Hungary, the period from 1993 to
2003 was characterized by the same tendencies in terms of the total received remittances
volume. The total value of transactions was below 1 bln USD.
However, another tendency was observed in Poland. When comparing all V4 countries,
we can see that the total volume of remittances received by Poland rose much more
significantly than in neighbouring countries (Hudcovský et al., 2017).
A significant increase occurred at the turn of the millennium, in the period of 19992000, when Polish remittances rose from the level of 0.9 bln USD to 2.2. bln in 2003, while
remittances to Slovakia, Czech Republic and Hungary only started to grow. In the next fivesix years Polish remittances rose to the level of almost 10 bln USD.
Geographically closest neighbors’ of Poland -- Slovakia, Czech Republic and Hungary
-- were only starting to experience an increase in 2003, and this increase until 2008 was
really slight one. After that, for about two years remittances to these countries demonstrated a
slight decline.
However, afterwards and up to 2016, there was again an increase in the accepted
remittances, which is primarily related to the opening of borders between the countries in
question. But again, the only exception among V4 countries was Poland. In 2007, the total
value of Polish remittances rose above 10 bln. However, since that year, while remittances
received by SR, Czech Republic and Hungary started to grow, in Poland, their volume, on
the opposite, started to decline at a relatively fast pace, in particular, in 2012 their amount
was 7 bln USD. From 2012 to 2016 we can observe slight fluctuations, we can actually call it
a steady level of remittances. In 2016, the total received remittances in Poland amounted to
less than 7 bln USD (Simionescu et al., 2018).
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Conclusion
Remittances represent a substantial capital resource for many countries, developing
ones in particular. Their flows are normally lower than those of FDI; however, at the same
time, they are higher than those of public development aid. In contrast to FDI, which
decrease in the course of the global economic and financial crises, money transfers realised
by emigrants continue to increase.
In some countries, financial aid sent by emigrants to their homeland reaches several
tens of percent of GDP, which equals a considerable amount of money. That is the reason
why this phenomenon is becoming the subject of interest for various international
organisations, as well as for the scientific community worldwide. International organisations
mostly emphasize on the positive impacts of remittances on the country of origin. This
attitude is, however, questioned by many in scientific community.
In this article, we have attempted to describe and explain multiple aspects of
remittances to expose the full extent of this phenomenon, as well as a variety of opinions and
attitudes to it. Discussions on the determinants and effects of remittances on the country of
migrant’s origin have definitely not come to an end. There are still no clear answers to many
questions asked in this regard. However, two things are certain:
a) Effective use of remittances in overcoming economic underdevelopment is
preconditioned by both activation of recipients’ households and by a suitable institutional
environment in the country of migrant’s origin.
b) Remittances cannot be regarded as a panacea for economic underdevelopment. In
other words, economic policy of a developing country cannot be based solely on remittances.
We assume that in the following years, the interest of academic community in
researching this issue will not fade. Directions of future research we forecast to be as follows
(but not limited to): searching for the possibilities to decrease transaction costs connected
with money transfer to the country of migrant’s origin; analysis of the impact of remittances
on the production structure of the economies characterized by high dependency on money
transfers realised by emigrants.
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The brand and brand building are extremely important and have a long-term meaning for all
organizations. Concerns about branding have first started to rise in the field of tangible
products but then gradually shifted to the services sector. The intangible nature of a service
makes consumers rely on brand elements more when assessing the quality and deciding to
buy. Many types of services need to rely on brand reputation so that to attract customers, for
example, healthcare services, counseling, and education. The influencing factors here are the
factors that together make up brand value according to the model by Aaker (1991), which
includes brand awareness, perceived quality, brand association, and brand loyalty.
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BRAND VALUE OF PUBLIC UNIVERSITIES
Introduction
University education is a special type of service with its own specific features: high
intangible content, direct impact on human minds, difficulties with assessing quality, based
on prestige, conditions of use, requires direct participation from learners, must meet the
requirements of both learners and their future employers. These characteristics make the
training institutions’ brands important when future learners are choosing and evaluating the
institutions.
Over the past 15 years, the number of university institutions in Vietnam has increased
rapidly. This increase in the number of universities has made the level of competition
between higher education institutions stronger than never before. The new policies of the
Government and the Ministry of Education and Training to improve the quality of the
university education system and strengthen the autonomy of universities make the issue of
branding even more necessary. University branding has been an important highlight in
marketing communications as it attracts learners and brings financial resources to schools.
From the point of view of customers (learners, employers and the society in general) are
always interested and learn thoroughly about training activities as well as university brands
since they are trying to make the right decisions regarding today’s students as future workers.
At this, the ability of future graduates to work seems to be the key parameter.
When it comes to university training, people often refer to Harvard, MIT, Cambridge
or Oxford as the "monuments" in this field of services. The brand of a university can be also
seen as the school's trading name, associated with its identity, prestige and image which
together are making a deep imprint on learners, partners, employers. Brand also distinguishes
one school from all other schools present at the market. In other words, the brand of a school
is the perception in the minds of learners, parents, staff (primarily lecturers), cooperation
partners and future employer of the school graduates.
The competitive pressure on domestic universities also comes from foreign
universities. First of all, it is a group of foreign universities that invest in opening direct
trainings or training associations in Vietnam such as RMIT or La Trobe University. The
country has 273 training affiliated programs with foreign elements being licensed. That is not
to mention, it is difficult to determine the scope of the market and competitors in the field of
higher education in Vietnam when the trend of studying abroad is increasing all the time. In
addition, the process of getting more of financial autonomy for public universities promises
to be another test for their brand value.
Competition between public universities
Most public universities have a long history, often several campuses, stable facilities,
and stable presence of faculty members.
Today's public universities in Vietnam can be divided into two groups: a group
specializing in economic and business training and the other group specializing in other
disciplines (engineering, technology, social sciences and humanities, foreign languages and
so on).
However, today many universities that are officially not in the economics & business
administration group, are still opening branches and enrolling students in Economics and
Business Administration. According to the Ministry of Education and Training, among 416
universities and colleges in total, there are 248 schools (thus accounting for 59.6%) with
60

The EUrASEANs: journal on global socio-economic dynamics, № 6 (19), 2019

enrollment in Economics and Business Administration. Only 38% of the total enrollment
quota cover all other sectors (Bao Nam, 2013). Because most public universities today have
such enrollment statistics, the level of competition between them is getting even more
dangerous due to imbalance.
Competition between public and non-public universities
According to the Ministry of Education and Training, in the period of 2010-2018, the
number of non-public schools has increased from 50 to 90, accounting for 26.6% of the total
number of universities. The number of non-public students back in 2018 was 244,367,
accounting for 16,01% of the total number of students in all universities. Thus, non-public
schools are accounting for more than 1/4 of all schools and at the same time, nearly 1/8 from
the total number of students in the country.
Although there are many inadequacies in facilities, classrooms, teachers and training
quality, the emergence of non-public universities also creates certain competitive pressure on
public schools. The entrance standards of public schools are changing due to this pressure.
Also, this newer competition is forcing public schools to renew their training programs and
improve their quality.
Competition between domestic and foreign universities
The emergence of foreign universities also creates certain competitive pressure on
domestic universities. Although tuition fees are high, foreign universities have their own
competitive advantages: (1) international brand reputation of the source university; (2) there
is no limit on tuition fees such as with domestic training institutions; (3) foreign universities
usually have a separate enrollment mechanism and they can enroll students several times
during one calendar year; (4) foreign universities do not depend on industry constraints
and/or training program requirements of the Ministry of Education in terms of their
curriculum framework.
Currently, in Vietnam, there are 2 100% foreign-owned universities that have been
active and have graduated students already. These are Royal Melbourne Institute of
Technology Vietnam and British University Vietnam.
Theoretical Background Of The Study
According to the American Marketing Associations dictionary (2015), brand is a name,
term, design, symbol or any other characteristic that identifies a seller's tangible product or
service and distinguishes them from the products and services of other sellers.
However, the above definition of brand is rather limited since it is not expressing the
emotional attitude of consumers to a brand (Keller 2013). Brands also bring many benefits to
consumers. Thus, brand value is the value brought by the brand name to the product (Lassar
et al., 1995). Brand value is consumer perception of the overall superiority of a product
bearing that brand name as compared to other brands (Lassar et al., 1995).
Brand value is the different effect of a brand name on consumer responses to marketing
stimuli resulting from brand knowledge (Keller, 1993). Keller (2013, p. 41) believes that
high brand value will bring the following benefits to the seller: (1) Product features’
awareness will be more positive, (2) Higher level of loyalty, (3) Less negative effects from
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competitors' marketing activities, (4) Higher profits, (5) Demand curve is less elastic when
price increases, thus, there are opportunities to expand the brand.
David Aaker (1991) has been one of the first scholars to build a model of brand value,
its components and brand equity dimensions. He thinks that this multi-component concept
consists of the following five main components: brand awareness, perceived quality, brand
associations, brand loyalty, other proprietary assets.
Brand awareness
D. Aaker (1991, p. 61) defines brand awareness as "the ability of a potential buyer to
get back and remember a brand in a certain product category". Brand awareness provides
brand owners with the following four main benefits (Aaker, 1991): (1) the source of brand
associations; (2) creating acquaintance with the brand; (3) actual commitment; and (4)
creating opportunities for customers to consider and choose to buy the product.
Brand association
Brand association is defined as "anything in the minds of customers that is associated
with brand names" (Aaker, 1991: 109). There are many different types and classifications of
brand associations. Associating the brand gives the owner of a trademark the following
benefits: (1) it stimulates processing and retrieval of information in the minds of customers;
(2) it creates differences in brand positioning; (3) it creates additional reasons to buy this
product specifically; (4) it creates positive attitude towards the brand; and (5) finally, it
creates the basis for further brand extension. If a brand owns more and more positive brand
associations and the strength of brand associations is getting higher, then this brand would
have higher brand value (Aaker, 1991; Keller, 1993).
Perceived quality
Perceived quality is defined as customer perceptions of the overall quality or overall
superiority of tangible products or services in comparison with other products. High
perceived quality has many values or benefits for producers: (1) providing reasons for
buying; (2) is the factor that differentiates and locates products and/or organizations in the
minds of customers; (3) provides additional interest for the members of the distribution
channel; (4) higher valuation overall, and (5) facilitation of brand expansion.
Brand loyalty
Brand loyalty shows the degree of buyer’s attachment to the brand. This loyalty
includes the behavioral aspect (expressed in the frequency of repeated purchases of the same
product/service) or the attitudinal aspect (trust, commitment to engagement or introductions
to others). Brand loyalty has many benefits for businesses: (1) it guarantees stable sales; (2) it
reduces costs related to attraction of new customers; (3) it helps businesses promote
themselves through the word of mouth; (4) it gives businesses time to respond adequately to
competition (Aaker, 1991).
Research hypotheses
A brand needs to be known, only then consumers can evaluate it, and only when
known, a new brand can be valuable in consumers' minds. If brand awareness is low, brand's
62

The EUrASEANs: journal on global socio-economic dynamics, № 6 (19), 2019

value will be very low (Aaker, 1991; Keller, 1993; Buil et al., 2013; Keller, 2013).
Therefore, we are formulating the first hypothesis as follows:
H1: Brand awareness has a positive impact on the brand value of the school.
Perceived quality acts as a foundation for building brand value of growth. If the brand
has high level of awareness, but its perceived quality is low -- it brand value will go down
quickly. Thus, in addition to making the brand highly recognizable, organizations need to
take care of high perceived quality of the brand (Aaker, 1991; Keller, 1993; Yoo & Donthu,
2001; Buil et al., 2013). Therefore, our second hypothesis in relation to the universities in
question can be formulated as follows:
H2: Perceived quality positively impacts the brand value of the school.
Wood (2000) stated that brand value is essentially a collection of associations related to
brand names. Aaker (1991) and Keller (1993) also argued that brand association is an
important component of a positive response and brand differentiation. If a brand owns more
and more positive brand associations, its brand value will be greater (Wood, 2000; Aaker,
1991; Keller, 1993; Yoo & Donthu, 2001; Buil et al., 2013). Therefore, our third hypothesis
can be formulated as follows:
H3: Brand association has a positive effect on the brand value of the school.
If a brand has many loyal customers, then this brand will have many opportunities to
sustain and increase revenues, reduce costs and increase profit margins, meaning that the
brand's financial value will be sufficiently high (Kotler & Keller, 2012). High levels of
loyalty also show that customers trust the brand and consider this particular brand as
something more valuable than other similar brands (Aaker, 1991; Keller, 1993; Yoo &
Donthu, 2001; Buil et al., 2013; Keller, 2013). Therefore, it can be hypothesized that:
H4: Brand loyalty has a positive impact on the brand value of the school.
Only after knowing the brand its consumers can feel the quality of the product with that
brand name (Kaker, 1991). Kapferer (2008, p. 21) used the survey results on 9,739
consumers and 507 brands and found that brand awareness has a positive correlation
coefficient (+0.43) with perceived quality. Build et al. (2013) also confirmed the positive
(same-way) impact of brand awareness on perceived quality. Therefore, the following
hypothesis may be stated about the effect of brand awareness on perceived quality:
H5: Brand awareness has a positive effect on perceived quality.
Build et al. (2013) also demonstrated, using survey data, that brand awareness has a
(mutually) positive effect on the perception of values, brand personality, and organizational
associations. These are key ingredients in brand association. Therefore, the following
hypothesis can be formulated about the effect of brand awareness on brand associations:
H6: Brand awareness has a positive impact on brand association.
Buil et al. (2013) also confirmed that brand awareness has a positive impact on brand
loyalty. Therefore, we formulate here the following hypothesis:
H7: Brand awareness has a positive impact on brand loyalty.
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Keller (2013, p. 80), offering the brand resonance pyramid model, argued that
enterprises need to build brand awareness first, second go performance, image, points-ofdifference and points-of-parity building in perceived quality, and only then come positive
responses to brand (meaning positive responses). Thus, perceived quality is a must-have
factor and the higher is this perceived quality, the more positive would be brand associations.
Therefore, the following hypothesis can be phrased for the relationship between perceived
quality and brand association:
H8: perceived quality has a positive effect on brand association.
Aaker (1991) argued that perceived quality plays a role in providing a reason for
customers to buy products. And this makes products with brand names more valuable than
similar products that are still being sold well. Thus perceived quality has a positive impact on
brand loyalty. Offering the already mentioned above brand resonance pyramid model, Keller
(2013, p. 80) believed that brand loyalty is the highest floor in this pyramid (the fourth floor)
and this floor can only be built basing on perceived quality and positive brand associations
(second and third floors accordingly). Therefore, the hypothesis concerning the relationship
between perceived quality and brand loyalty can be written down as follows:
H9: Perceived quality has a positive effect on brand loyalty.
Associations also have mutually positive impacts with brand loyalty. Brand loyalty is
the core result of branding efforts. A brand that is perceived to be of high quality, possessing
many positive and deep brand associations, will tend to enjoy some commitment to repeated
purchase on the side of consumers and/or higher degree of loyalty to the brand (Aaker, 1991;
Keller, 1993; Keller, 2013).
Buil et al. (2013), in the results of their investigation (the authors have designed and
tested 3 aspects of brand association as perceived value) have demonstrated that brand
associations, brand personality and organizational association) have positive impacts on
brand loyalty. Therefore, it is possible to assume the following relationship between brand
association and brand loyalty:
H10: Brand association has a positive impact on brand loyalty.
Thus, we have the total of 10 hypotheses in our research model, of which, the first four
hypotheses are about the impact of the four components of brand value on the brand value
overall, and the other six hypotheses are related to the mutual impacts between these 4
components (brand awareness, perceived quality, brand association and brand loyalty).
Questionnaire
Doing research by means of questionnaires is probably one of the most popular
methods, irrespective of the scientific sector. For serving this purpose, we have prepared a
structured questionnaire. The questionnaire for this study was prepared on the basis of
literature review and also taking into account regional peculiarities. It consists of 30
questions in total, these questions are together covering 5 variables in question. A five-point
Likert scale was used in the questionnaire, where 1 = strongly disagree and 5 = strongly
agree. This study has been conducted with application of SPSS Amos software, version 24.0.
To ensure that the questionnaires’ contents and design are understood clearly and
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unambiguously by all the respondents, it was first tested by 5 experts and 20 final-year
students.
Table 1 - Cronbach Alpha coefficients at the initial scales of the research concept
(Source: authors calculation)
Item
BAW1
BAW2
BAW3
BAW4
BAW6
BAW6
BAW6

BAS1
BAS2
BAS3
BAS4
BAS5
BAS6
BAS7

Scale Mean if Item
Scale Variance if Item
Corrected Itemis Deleted
is Deleted
Total Correlation
Brand awareness (BAW): Alpha = 0.595
23.14
4.867
0.440
22.76
4.603
0.626
22.66
4.607
0.666
22.60
6.032
0.244
21.87
6.811
0.006
22.16
4.818
0.206
22.63
4.667
0.360
Brand association (BAS): Alpha = 0.680
23.67
23.36
23.36
23.03
23.11
23.31
23.06

PQ1
PQ2
PQ3
PQ4

11.76
11.41
11.08
10.76

BL1
BL2
BL3
BL4
BL5
BL6
BL7

22.08
22.26
22.60
22.32
22.86
22.26
22.34

BE1
BE2
BE3
BE4

12.13
11.67
11.36
11.01

8.361
0.360
7.748
0.620
8.040
0.628
8.166
0.626
7.666
0.622
7.632
0.638
7.620
0.666
Perceived quality (PQ): Alpha = 0.676
2.073
0.443
1.668
0.668
1.667
0.663
1.616
0.613
Brand loyalty (BL): Alpha = 0.640
7.664
0.220
7.626
0.423
7.266
0.676
6.476
0.632
7.660
0.611
7.362
0.610
7.608
0.260
Brand Value (BV): Alpha = 0.703
2.264
0.688
2.104
0.684
2.241
0.662
2.620
0.606

Cronbach's Alpha
if Item is Deleted
0.623
0.482
0.468
0.673
0.661
0.606
0.643

0.686
0.663
0.661
0.662
0.663
0.668
0.637
0.704
0.603
0.683
0.626
0.662
0.627
0.686
0.603
0.611
0.684
0.646
0.662
0.613
0.626
0.702

Procedures of data collection
In total, there were 570 questionnaires distributed among the students. 552
questionnaires were later collected back, thus reaching the 96.8% response rate. 43
questionnaires were removed due to data defects, the rest of 509 good-quality questionnaires
were entered into computers for further analysis. All 509 participating students are currently
in their third or fourth year of a four-year university system.
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The number of female students is 328, thus accounting for 64.4% of the survey sample.
174 students are studying Business (34% of the sample), this largest group being followed by
Finance - Banking - Insurance students and then Economics. The students have been
primarily from the National Economics University, the University of Commerce and the
Institute of Finance, each school occupying more than a quarter, while students of the
Foreign Trade University accounted for nearly one-fifth of the survey sample.
Table 2 - Cronbach’s Alpha coefficients after the correction of the research concept scales
(Source: authors calculation)

Item

BAW1
BAW2
BAW3
BAS2
BAS3
BAS4
BAS5
BAS6
BAS7
PQ2
PQ3
PQ4
BL2
BL3
BL4
BL5
BL6

Corrected ItemTotal
Correlation
Brand awareness (BAW): Alpha = 0.670
6.26
1.060
0.636
6.86
0.666
0.606
6.68
0.868
0.603
Brand association (BAS): Alpha = 0.686
18.80
6.886
0.338
18.68
6.883
0.606
18.66
6.063
0.612
18.63
6.336
0.680
18.63
6.621
0.636
18.66
6.620
0.612
Perceived quality (PQ): Alpha = 0.603
6.20
1.103
0.606
6.66
0.866
0.608
6.63
0.866
0.631
Brand loyalty (BL): Alpha = 0.756
13.32
3.636
0.311
13.66
3.383
0.606
13.36
3.883
0.363
16.10
3.666
0.636
13.31
3.612
0.620

Scale Mean if
Item Deleted

Scale Variance if
Item Deleted

Cronbach's
Alpha if Item
Deleted
0.666
0.688
0.616
0.666
0.663
0.662
0.663
0.666
0.628
0.666
0.668
0.633
0.636
0.666
0.636
0.600
0.666

Cronbach’s Alpha test
We proceed with the analysis of Cronbach Alpha (α) to check the convergence of the
observed variables or items in the item groups. Our aim here is to measure them and provide
a direction to adjust the scale to increase the reliability of the research concept.
For the brand loyalty scale, the coefficient α = 0.640 indicates that this scale is
acceptable for the purposes of our research. However, the coefficients of variables BL1 and
BL6 are slightly lower (0.22 and 0.26) which means removing these items can increase α.
Therefore, these questions will be removed. After removing BL1 and BL6 we performed the
recalculating. The value of α has increased to 0.756.
For the scale of Brand value, the analysis shows that all 4 observed variables, from
BE1 to BE4, have a high total correlation coefficient and thus the value of α is quite high.
Therefore, all these variables are preserved as in the initial plan.
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Exploratory factor Analysis (EFA)
Next, exploratory factor analysis has been conducted for all of the observed variables at
the same time to check the unidirectionality of each scale and to explore the number of
factors based on the actual data.
We then proceed with carrying out KMO and Bartlett testing, using SPSS 23.0
software. The results show that KMO = 0.824 > 0.6 test criteria while Bartlett's testing
criterion have a p-valueof critical probability (Sig.) < 0.06 (Table 1). This research proves
that the sample is suitable for factor analysis (Hair et al., 2008, p. 103).
The results of EFA analysis show that there are 3 factors extracted with specific values
(eigenvalue) greater than 1 and the total variance extracted is 67.56%. Measures of variation
of Brand Identity (BAW), Perceived Quality (PQ) and Brand Loyalty (BL) all meet the
requirements of unidirectionality
Results of the Confirmatory Factor Analysis (CFA)
After conducting EFA analysis, the scales need to be checked again by means of CFA - confirmatory factor analysis. The aim of this part of our analysis is to ensure more certainty
about the reliability and value of the scale based on a number of predetermined factors in
order to limit errors in factor identification (Hair et al., 2008).
The results of CFA testing via AMOS software demonstrate that the CFA model has
the following criteria of conformity measurement: χ2/df = 2.247; CFI = 0.936; TLI = 0.933
and RMSEA = 0.048. According to (Hu & Bentler, 1988) and (Hooper et al., 2006), a linear
structural model that has χ2/df < 6; CFI > 0.9; TLI > 0.; RMSEA < 0.08 may be considered
suitable for actual data. In other words, the scale of the research variables (Brand awareness,
Quality of perception, Brand association, Loyalty to brand) and their mathematical relations
are unidirectional.
Table 3 - Testing the discriminant value of scale for the research variables
(Source: authors calculation)

Correlation between
two research variables
BAW ↔ BAS
BAW ↔ PQ
BAW ↔ BL
BAS ↔ PQ
BAS ↔ BL
PQ ↔ BL
BE ↔ BAW
BE ↔ BAS
BE ↔ PQ
BE ↔ BL

Correlation
coefficients r
0.632
0.606
0.637
0.682
0.622
0.661
0.633
0.636
0.603
0.634

Standard
Error
0.010
0.008
0.012
0.010
0.013
0.013
0.012
0.012
0.012
0.016

1-r
0.368
0.267
0.231
0.365
0.356
0.236
0.066
0.245
0.083
0.036

tStat = (1r)/SE
32.603
11.636
12.716
32.600
6.123
8.000
6.166
10.826
6.816
2.336

p-value
***
***
***
***
***
***
***
***
***
0.013

Tab. 3 presents the results of testing the standardized regression weights (beta
regression) of the proposed linear structure model. All of these coefficients have positive
values with p-value statistical significance <0.01, thus expressing in a sure way the positive
relationship between brand awareness, perceived quality, brand association, brand loyalty,
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and overall brand value as hypothesized above. All the hypotheses from H1 to H10 are thus
accepted.
Table 4 - Testing the research hypotheses
(Source: authors calculation)

Hypothesis
H1
H2
H3
H4
H5
H6
H7

H8
H9
H10

Hypothetical
content
Brand awareness→
Brand value
Perceived quality→
Brand value
Branding
association→
Brand value
Brand loyalty→
Brand value
Brand awareness →
Perceived quality
Brand awareness →
Branding association
Brand awareness →
Brand loyalty
Perceived quality→
Branding association
Perceived quality→
Brand loyalty
Branding
association→
Brand loyalty

Beta
coefficient
standardized

Beta
coefficient
unstandard
ized

SE

Critic
al
Ratio
(t
Stat)

p-value

Final
decision

0.336

0.366

0.063

6.667

***

Yes

0.323

0.36

0.036

6.363

***

Yes

0.236

0.236

0.036

3.266

0.002

Yes

0.32

0.336

0.063

6.333

***

Yes

0.623

0.766

0.063

23.676

***

Yes

0.333

0.363

0.076

6.376

***

Yes

0.362

0.376

0.076

3.766

***

Yes

0.363

0.376

0.076

3.606

***

Yes

0.376

0.326

0.076

6.633

***

Yes

0.236

0.262

0.076

3.763

0.006

Yes

Note: *** means p-value <0.002. SE is a standard error. The CR (critical ratio) is the
calculated value of the Student test index t on the non-zero character (0) of the beta
coefficient (the coefficient of the regression equation).
Research discussion
From some of the related studies mentioned above, it can be seen that their research
results have similarities with the recent research results in the field of education and some
other fields. The similarities, namely, are as follows:
- Variables of brand awareness, perceptual quality, brand association, and brand loyalty
together positively influence (in the same direction) the overall communication value.
- Variables of brand awareness, perceptual quality, brand association, and brand loyalty
are not independent, but have correlation and regression relations.
Despite the similarities mentioned above, the research results are also different from
those reached in a range of similar studies. Another point here is the value of the influence
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factors of the constituent elements (components) of brand value to the overall brand value
due to model specificity and the regression equation used.
In fact, the impact coefficients of brand awareness, perceived quality, brand association
and brand loyalty to the overall communication at different studies are very much different.
This is normal because of the differences in the research models, methods of measuring
research variables, different product areas, differences in market conditions and survey
subjects.
According to the survey results, brand awareness, perceived quality, and brand loyalty
have a major impact on university brand value while brand association seems to have the
least influence. This can be explained by two main reasons: (2) students' perceptions; (3)
scale of the brand association variable.
(1) Student perception: According to the descriptive statistical results, there is no
significant difference between awareness of brand associations among universities; while
there are clear differences in the assessment of brand value between the same universities. In
addition, according to the CFA model, we can see the correlation coefficient between brand
association and brand value is relatively high, but is at the same time the lowest (0.96) as
compared to the correlation coefficients between brand awareness, perceived quality, brand
loyalty with brand value (0.93; 0.92 and 0.92). This may stem from the psychology and
awareness of students who do not think that brand value is affected by brand awareness,
perceived quality, and brand loyalty more than brand association.
(2) Brand association is a complex phenomenon as such. This multicomponent concept
is usually omnidirectional but in this study, the scale has been designed in a unidirectional
way with a limited number of questions, without going very deep into each component.
Therefore, the scale may not reflect fully and deeply all the necessary aspects of brand
association, thus probably leading to a low effect of the influence of brand association on
brand value.
Although there are certain differences in the coefficient of influence, the research
results have contributed to confirming the relationship between brand value components and
the overall brand value and the structural relationship between the components of brand
value taken together. The results of the study are similar to the fundamental theory of
branding and many of the existing studies.
With the SEM linear structural equation model, this study has also tested and
confirmed the relationships between the four influencing factors mentioned above. Variables
of brand awareness have been considered together as the initial variable with a positive
influence on perceived quality, brand association and brand loyalty. Variables of brand
awareness, perceived quality and brand association have a positive impact on brand loyalty.
Conclusions
In the minds of high school students, university study is better than apprenticeship. In
choosing a specific university, branding could become the most important factor, followed by
a favorite subject and so on. Facing the increased competition, university managers are
increasingly more aware of the importance and benefits of improving quality and building a
strong brand for the university. A strong brand is the one with high brand value which will
eventually bring in a long-term competitive advantage at both domestic and international
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markets. Brand-building practice poses intensive research requirements on brand value and
the factors affecting it.
University education is a specific type of service and the context of higher education in
Vietnam has additionally its own, unique characteristics. Therefore, research and
measurement of the concepts related to brand value brand awareness, perceived quality,
brand association, and brand loyalty also need to be specific. Despite a wide variety of
international studies on these issues, such research needs to be started with the adjustment of
the measurement scale and methods to suit the Vietnamese context of educational services.
These research results are very significant for brand value building and university
management in general. Our key conclusions can be formulated as follows:
- Brand awareness is the factor of the largest weight when it comes to brand value of
schools and universities. In addition to brand awareness, great weight also have perceived
quality, brand association, and brand loyalty. Therefore, it is necessary to focus on building
brand awareness as a starting point in the course of improving brand value.
- Perceived quality is the second in importance factor that needs attention. According
to marketing theory, quality is a solid foundation for branding. According to our survey
results, perceived quality has great influence on brand value, brand association, and brand
loyalty.
Brand loyalty is a factor with the third degree of influence, it goes straight after brand
awareness and perceived quality. However, brand loyalty is affected by brand awareness,
perceived quality and brand associations. Therefore, to enhance brand loyalty, attention must
be paid to building positive brand associations and also the programs strengthening brand
loyaltyRemittances are one of the consequences from international migration of the labour
force (Deskar-Škrbić et al., 2018; Škuflić & Vučković, 2018).
They represent the cash flow sent by migrants to their countries of origin. The
International Monetary Fund (IMF) defines these transfers as: “The household income
generated from the reserves saved abroad, usually in the course of a temporary or permanent
movement of people” (IMF, 2009: 272).
In the course of the last years, the research on the issues related to remittances has
intensified. International organizations, as well as scientific community, discuss in particular
the problems related to definition of the determinants of remittances, the ways of realization
of these money transfers, as well as economic impact of the related financial operations on
the country of migrant origin.
The raised interest in the issue of remittances is undeniably related to the enormous
development potential hidden in them. One of their advantages is that they represent a more
stable capital resource as compared to the two other international cash flows: foreign direct
investments (FDI) and development aid. Unlike FDI, whose amount increases in upward
fluctuations of the economic cycle and decreases during a recession, money transfers from
migrants are subject to economic conjuncture to a significantly smaller degree. Stronger
resistance of remittances to cyclical fluctuations in migrants’ host countries can be accounted
for by the protection of income in the times of economic recession by the mechanisms
protecting employees (e.g., unemployment benefit).
The ambition of our paper is to contribute to the ongoing discussion on the
determinants of remittances and their impact on the countries receiving them. Its aim is the
analysis of academic discussion based on the substantial number of scientific works
published on the topic concerned and also suggesting possible directions for future research.
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ADOPTION OF SOCIAL MEDIA AND MANAGEMENT OF
LESSONS LEARNED IN IT PROJECT
Chomchai Lertamornrat
Suan Sunandha Rajabhat University, Bangkok, Thailand

This research explores the gap in the management of lessons learned (MLL) in an
Information Technology project (IT), validating a model (named Target) with the support of
wiki platform in a medium-sized company in the IT industry. This model supports the
following MLL processes: awareness, collection, verification, storage, dissemination and
reuse. This study adopts the paradigm of the Design Science Research and the Technical
Action Research method to instantiate the Target model in the implementation phase of an IT
project. The practical implications can be seen in the company's learning to introduce the
MLL, improve design productivity, increase employee collaboration and better disseminate
knowledge.
Keywords: knowledge management; lessons learned; web 2.0; information technology
projects; social media; DSR; TAR
Introduction
Project environment, best practices, and management of lessons learned (MLL) have
received attention in practice and research for more than a decade (Hartmann et al., 2014).
The MLL issues are faced by companies that must to overcome modern challenges in a
structured way (Wiewiórą et al., 2015). Projects by libraries with plans, budgets, learned
reports and lessons, operationalizing the MLL (Chronéer et al., 2015) can improve the
distribution of knowledge in a social network (Crawford et al., 2005; Milton, 2010).
More recent studies focus on mechanisms to improve knowledge sharing (Gomes et al.,
2016), based on practical communities, exploiting social media (Lee et al., 2015). In fact, the
better understanding of social media role in managing LL remains a challenge to the Project
Management (PM) community.
Chaves and Veronese (2014) proposed to introduce social media in the MLL. Rosa,
Chaves, Oliveira, and Pedron (2016) created an LL model named Target, supported by social
media, which includes LL processes throughout the project life cycle.
The use of social media facilitates shared real-time communication and is already a
reality. On the other hand, the practice suggests that censures imposed by organizations in
communication determine business rules, and are poorly understood by most project
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managers (Levitt, 2011). Adding to this scenario, the management of projects, such as in the
software industry, begins to incorporate the Project Management 2.0 approach (Kerzner,
2015), including it in its practical storage and processing in the cloud, which suggests the
need to evolve in training, and other practices (Levitt, 2011). In this context, Rosa et al.
(2016) created an LL model named Target, supported by social media, which includes LL
processes throughout the project life cycle.
This research aims to contribute to the MLL by an instantiation of the Target model
using a wiki. The Target model, which was validated by experts in projects (Rosa et al.,
2016), is now applied in practice to foster innovation in the MLL. The model proposes the
adoption of awareness, collection, verification, storage, dissemination and reuse processes in
MLL.
The following research question underpins this study: to what extent does the Target
model contribute to MLL in an IT project? The research has two goals: to validate the
instantiation of Target model in an IT project using a wiki; and obtain from users their
perception of ease and convenience of use, and assess possible behavioral changes in MLL.
Theoretical Foundation
The approach of organizational knowledge management is characterized by the ability
of a company to create knowledge as a corporate asset and understand the need to manage it
and give it the same care as that devoted to the achievement of tangible assets.
The field of knowledge management generates an increasing interest in several areas
such as the project management. This happens in the discipline of knowledge management
because its processes and tools aim to increase the potential knowledge for making more
assertive decisions, contributing to the competitive advantage of the organization. The MLL
is a part of knowledge management, contributing to the identification of the problems
recorded and studied an activity that helps maintain the social capital of the organization.
Lessons learned (LL) projects as a learning activity, in many cases, become critical for the
project in the implementation of an Information System (IS) (Milton, 2010; Park & Lee,
2014).
The MLL may pose psychological challenges and individual characteristics that
motivate people to share information (Jugdev et al., 2014).
Argote (2011) analyzes organizational learning considering three steps in its
composition: creation, retention and transfer of knowledge. When companies learn from
experience, new knowledge is created for the company. Knowledge must then be maintained
so that it exhibits some persistence and validity over time (Argote, 2011). Knowledge can be
transferred within and between project units. When transferring knowledge, the project is
affected by experience, based on that of previous projects.
One of the most common ways to share project knowledge is to capture the positive
and negative aspects of LL (Wiewiora et al., 2015). Thus, when used effectively, the process
can assist project managers in the reuse of knowledge and prevention of future errors and
their repetition (Pemsel et al., 2013). However, the processes of capture, storage, analysis and
reuse of LL often remain underestimated. Wiewiora and Murpy (2015) argue that Web-based
collaboration is easily accessible, intelligible and user-friendly, allowing the sharing of
project knowledge to overcome existing problems. As a result of this study, some
characteristics of these tools are highlighted in relation to LL: storage and sharing, visibility,
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feedback, priority, Capture mechanisms, capture tools, systemic approach and quality. Based
on these authors, the LL can have a strong influence on people, groups and especially on the
more experienced, inside and outside the projects.
In addition to these factors, the use of processes and tools, especially those with easy
access, such as the collaborative tools of web 2.0, can help in the management of LL
(Veronese et al., 2016). These issues contribute to the objectives of the research, during the
instantiation of the Target model and in the use of the wiki, with its convenience, ease of use
and behavior change, contributing to the MLL.
The increasing adoption of virtual teams in IT projects contributes to the need for
employee mobility and the need for collective, rapid decision making by project team
members in different locations (Reed et al., 2010). This contributes to the increase in virtual
teams and the use of web 2.0 collaborative tools as support for decision making (Turban et
al., 2011).
Technology plays an important role, and the use of centralized systems is especially
important to support collaboration (De Mattos et al., 2015). Wikis are suitable for projects
with teams physically distributed in remote locations, allowing team members to organize
and publish content, freeing the project manager for greater dedication to other activities
(Milton, 2010).
Wikis assist project teams in defining scope, documentation, collaboration, discussion
and follow-up activities. Added to these scenarios, IT projects and software quality are very
dependent on the definition of the scope, the specification of tasks, communicated and
understood. This scenario contributes to the assertion that wikis can be a potential solution
for defining scope and tasks effectively used to promote an evolutionary mindset throughout
the project (Gholami et al., 2011; Han et al., 2007; Rosa et al, 2016). Holtzblatt et al. (2010)
concluded that the return on investment depends heavily on how the technology is adopted.
For a positive effect on collaboration, the authors conclude that we should consider what
prevents workers from coding and sharing knowledge. It is necessary to be aware of the work
environment that users are entering, checking the possibility of sharing knowledge in various
tools.
Holtzblatt et al. (2010) also suggest an incentive structure, clear policies and
guidelines, and support and encouragement of information sharing practices. A wiki-based
system allows you to maintain and control activities that include complete control over
versions and their content. Wikis also include a history of revisions, allowing archived
changes to be rolled back, and the traceability of information, which helps control
inappropriate information by identifying the authors through the history. This ease of control
and identification does not eliminate user mistrust regarding malicious content, posing doubts
about the reliability of the wiki. Added to this, security issues should be strongly considered
in building the process of using the wiki (Gholami et al., 2011).
Methodology
The main criterion of quality of knowledge is its validation by the informed public scientific information based on the presentation of empirical evidence (Aken, 2005; Huff,
2000). Founded in this concept, this study introduces a model of MLL in field-testing with
technology-based support, and an analysis of its use. This study stimulates the effort to
improve MLL through practical situations involving the subject studied. In an exploratory
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context with practical actions, this study is supported by a qualitative and exploratory
approach. The ontology of this research is objective, related to facts and data, and hence
measurable. This study creates conditions to interfere in the appearance or modification of
facts in order to explain what happens with practical phenomena in an MLL environment in
an IT project.
The Target model is the artifact validated in practice under the paradigm of Design
Science Research (DSR) (Gregor et al., 2013; Pournader et al., 2015). Recent debates seek to
contribute to the practice through research, for example the European communities in
Germany and the UK (Gregor et al., 2013).
The importance of research highlights the orientation of the DSR paradigm,
emphasizing the link between the utility and the truth, "the truth lies in the utility" (Pournader
et al., 2015). This view of DSR does not preclude its potential to contribute to the
improvement of the theory (Cole et al., 2005). In line with the paradigm, the method adopted
in this work was Technical Action Research (TAR). The method supports the search for a
solution to a problem using an artifact or prescription, narrowing the gap between theory and
practice. While most methods of empirical research seek to study the phenomenon as it is
currently, researchers using action methods (e.g. action research) seek to intervene in the
situations studied (Wieringa, 2012).
A satisfactory solution, but not necessarily perfect, it is a common practice in DSR
(Cole et al., 2005; Huff et al., 2006; Papas et al, 2012). TAR under the same platform as the
Action Research method adds to the technical nature of research, which is conducted on two
simultaneous and independent fronts, the practical and the theoretical. This research proposes
a solution to a specific and empirical problem, where literature does not offer a theoretical
framework, a feature found in Action Research (Patton, 2015).
The research was carried out in two cycles. During the instantiation of the artifact,
adjustments, actions and their evaluations were carried out between cycles.
In an attempt to find a solution for the customer's problem, meetings were held in
order to understand the project mechanisms, MLL, the company´s characteristics, develop
the wiki pages with managers, directors and all the 29 employees. Ten employees, from three
distinct areas, worked directly in the research.
The interviews began forty-five days after the wiki pages were released for use and
after two months of awareness and preparation work. After the first three interviews, it was
possible to make adjustments, increasing awareness actions and dissemination of the work, in
addition to stimulating employee participation. During the research, documents, meeting
minutes, project records and processes were collected, contributing to the researcher’s
analysis and observations in the field, concluding with a confirmatory focus group, two
months after the instantiation of the artifact.
Analysis of Results
The analysis of the interviews, confirmatory focus group, the participation of the
researcher and direct observation in the field, plus the content of the documents collected
were enough to make it explicit that the company did not have a formal process of MLL. In
addition, at the beginning of the study, decentralized records were found without any
standardization in meeting minutes, network repositories and notebooks in desk drawers.
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The contributions of the participants were identified by the analysis of their wiki
records containing their experiences. These records represent the practice of employees in
their work. During the interviews, most respondents said that people need to make it a habit
to use LL, referring to themselves and co-workers, either in the registry or the reuse of
knowledge, as stated by I4:
I4 - "The habit of registering still needs to grow a lot, it is a matter of habit, culture,
the company, and getting to the person that I am."
This behavioral issue was also mentioned in the confirmatory focus group, and during
the observation of the researcher, which is clear in the statement by I6: I6 - "I don’t use the
internal tool a lot in my work directly with what I do on a day-to-day basis." It was noticed
that at least one of those involved in the use of the wiki had difficulty in organizing his
experience explicitly. This scenario suggests that there is difficulty in creating the habit of
registering lessons learned.
The implementation of the awareness process was the main task during the field
research period in the company, because it stimulates the participation of all project
members. This implementation was the first intervention of the researcher, starting at the
research dissemination meeting with discussion on LL. Throughout the project, we identified
the need to increase awareness and dissemination of LL.
Therefore, disclosure has been expanded with the contribution of weekly internal
email on the issue to all sections at weekly meetings aimed at agile software development.
Also along this line the inferences throughout the day on LL, began to include reminders and
encouragement by managers to use the artifact during the search. The researcher expanded
the need for awareness and dissemination, based on some accounts collected in interviews:
I3 – I haven’t used the process and the wiki yet to support my current activity because
I’m still in training in my new function. But I consider lesson learned important and the
process is very practical”.
I6- "I don’t use the internal tool a lot in my work directly with what I do on a day-today basis" I7 - "Even if I cannot post to the wiki, I send a general email to all staff, to
formalize things, but people end up not taking any notice” .
I9 - "The customer asks for something new that no one uses, agent needs to know how
to be able to give support, guide, sometimes it is not documented, there is only the
information with the person who developed it".
I7 - "In my notebook there are already some processes to take up, reserve a little time
to go to the wiki and create."
Most interviewee responses were very positive about awareness in the use of the
artifact. Only two interviewees were the exception to the positive outcome of the process, as
they state that the artefact has not reached its goal. I6 answers this question hesitantly, unsure
how to explain his point:
I6 - "It needs a more mature, higher contribution of people interacting. I do not use it, I
do not need it, I can get it because I know it's there, but it's easier to wait for another person
to do it".
For this same purpose, four respondents cite usability as a point to be improved in the
wiki. Unlike, I5 valued the artifact, the process and the tool in addition to their importance in
LL: I5 - "I think the lessons learned are very useful for anyone, regardless of the area, it is a
worthwhile experience, any company and people are welcome to use it. The sharing of
information is valid since people can apply it in their daily routine.”
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The research highlights that the educational and cultural level of those involved, added
to the fact that they have an average age of 26, are favorable as they belong to a generation
involved with collaborative technologies in their daily lives. This scenario contributes to the
employees’ prioritization of their participation with individual concerns (Papadopoulos et al.,
2013).
The research thus shows a way for using the Target model for MLL in an IT company.
Target was implemented in the project execution phase, with positive evaluation for all
involved in the project. The research highlights the ease and convenience of use of a wiki,
contributing to MLL in a medium-sized IT company.
The data collected throughout the research by interviews, focus group, documentation
and observation of the researcher suggest that the Target model was positively validated. In
this context, the results of question 9 present proposals by respondents for improvements in
the architecture of the wiki.
The field research in the execution phase included dynamic adaptations of the process
from information captured in the context of research and implementation of the process,
throughout the artifact use, based on the inference of the investigator.
Contributions to Theory and Practice
The paradigm on which the research is based, DSR, gives this research an
epistemological position of pragmatism, and thus leads to the pursuit of improving both the
theory and practice.
The theoretical contribution lies in the practical utility of an LL model, which was
validated in the field. In addition, this research adds new knowledge to the MLL in projects
by promoting innovation in the MLL and introducing a LL model validated in the IT
industry.
The use of the wiki in the research contributes to the vision of Faraj, Jarvenpaa, &
Majchrzak (2011) as a tendency for interaction in companies, especially in innovation with
the adoption of social media.
As a practical implication, the use of Target model brings as a contribution a better
MLL in an IT project. It contributes to the construction of knowledge through action and
experimentation, considering the social environment in which it is inserted, consisting of a
group of people working on the project. In this sense, the instantiation of an LL model in an
IT project using a wiki facilitated stakeholder understanding as to how useful this model is.
Final Remarks
The paper presented the empirical validation of an LL model in the execution of an IT
project. With the active participation of the researcher in the field along with the company's
professionals, observing and gathering information from the daily routines of work, it is
possible to make a positive evaluation of the model’s implementation.
In this sense, the wiki contributes to the collaborative environment proposed by the
Target model, facilitating the exchange of experiences.
The main limitation of this research lies in the impossibility of validating the model
throughout all stages of the IT project. We should also consider that the Thailand economic
environment affected the research setting throughout the year 2015, since the company faced
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necessary staff reductions and was unable to replace employees. Further research includes
the validation of the Target model in all phases of the project life cycle and in other
industries.
We also suggest a quantitative study hypothesizing relationships (e.g. rising awareness
through the offering of wiki training programs will lead participants to perceive the tool as
more useful, which in turn leads to more usage), control variables, and moderators (e.g. years
of experience). In addition, the Target model could also be instantiated with other social
media.
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