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Abstract

In this essay, we develop a dedson model for the economic impact of Industry 4.0 technobgies/lloT devices
on estabished bushess processes bytesting two hypothesesconceming a decison model based on produdion
functions. New methods to aid n the desgn and modeling of production systems that are able to rapidly
reconfigure and that are seff-adaptive in response to disruption (both by humans and for automated systems)
are required (Sanderson, Chapin, & Ratchev, 2019).Mass customization, shorter product fecyckes, smaler
production batches and higher production variabity lead to the requirement for manufacturng systems to be
rapidly reconfigurable and seff-adaptive in response to disruption, We propose to recover and apply avaiable
and estabished techniques to evaluate and assess the rationale of technobgies before theyare implemented
to improve the decson process. We consder the nvestment into lloT devices from a microeconomic
perspective as a long-run problem for companies and therefore consder those problems to be revewed wih
adequate methodobgiesto buid a consstent decson model. Investing into a factor (such asan lloT devie) &
only economicaly reasonable aslong as this factor producesa benefi, otherwise the investment infrnges upon
economic feasbity (Fandel2005).

Keywords: taxonomy, iot, device, production, functions

Introduction

Adecson model s buit upon objectives forthe nput factors and aternative decsion optionsthat depict different courses
of action thatare ndependent fromone anotherand at the same time cannot be reaized at the same time. The objectives
define the factorsforthe aternatives as the optimal one (Schweitzer & Kiipper, 1973). To encompass the aternatives and
ther consequences the theoretical model that we have tested and that we introduce below can be appled.In a standard
case, appling lloT technobgies is going along with the execution of a digitalizaton strategy, a digital agenda ora digtal
roadmap within a company. This digtalzaton agenda is often based on strategic key performance ndicators, such as
growth, horizonal or vertical diversification and proftabity.Contrary to the disruptive nature of the 4t industrial revoluton,
the cakulaton models to make an nvestment dedson, stood the test of time and can be considered as traditional. Even
though the 4" industrial revolution requires new ways of thinkng and modified solutions we beleve that exsting cakulation
modek are suffident and can support the implementation process of lloT devices within a company. We furtherfeelcertan
that the calulation model that we applyforthis essay is not onlyan industry specfic methodologybut ako can be adopted
fordifferent industries such as automotive, banking and construction bushess.Nonetheless an industry spediic adaptaton
is required, but due to the pubicty and prevalent appearance of such cakulation modelk theycan be adopted fag to
different industries and to different types of problem settings.We have chosen to nvestigate the production function of a
specfic IloT device and to compare t with the welestablshed production functions; such as Leontw.

Production functions are particularly suitable to sole practical management decson problems or to develop an
authortative forecast. Inmost cases they can be consdered as user-friendly because theyrepresent near functions with
termnable infuendng factors and are easy-to-apply decson making took. The production functions provide a good
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understanding of the input and output dependences and alow a good approximation for the examned subjedt. The
methodologyof production functionscan also be appled for research questions that exceed the sheer sector of investment
deasions It can be appled on research questions that go as far as the investigation of knowlkedge production functions
(Pelegrno &Pia, 2019).

The lloT devie, that we appled hasan expansive applcation spectrum. To make the final results even better comparable
we decided to focus the use of the lloT device onts capabities in the area oftraining and support foral 3 nvestigated
ndustries.

Motivation and Hypotheses

The 4 industrial revoluton is affectng a wide range of industries. Al of us are workng in areas that are affected by the
change thatis driven by this revolution in a greaterorkesser extentand we are required to deal with investment decsions
n this field.

Making investment dedsons and giving a substantialreasoning is a necessty in ourdaiy busness and we are confronted
with this requiste constantly.

We devebped two hypothesesto enhance the dedson to invest into a certain technologyor to be against an investment
froma fnancal perspective whie working togethern a Corporate Sodal Responsbity engagement.

The fist hypothess emanateswhen discussng the different chalengesand requirements of ourindustries within the I1oT.
We beleve thata comprehensive cakulaton model can be estabished based on long-time avaiable modelk that hawe
been tested numberiess times.

Even though IloT devices are consdered often as “disruptive”, its impact on the retum on investment can be cakulated
with estabished and tested cakulaton modek. No new cakulaton model s required even though the impact of an lloT
device 5 unknown and considered asdisruptive.

Our second hypothess originates from the spedific ndustries that we are working n and that we beleve that one model
can be used fordifferent industries. Itis not necessary to develop dedicated modess to cakulate the retur on nvestment
foreach sngle ndustry.

The model to cakulate the retum of an investment that is based on hypothesis #1 i ndependent fromthe industry it &
appled on.

The second hypothess is evidently showing that we expect a concatenation of the 3 investigated industries and we
expected, dependng on the timeines, a production model that s alike.

Experimental Set-Up

At fist, we defined an lloT device that isappicable forthe ndustries we are working in. The ndustries we consdered are
a.) Formwork Construction, b.) Bankng and Finance and c.) Eectronic Production. Wihin those ndustries we further
specfied the area of applcation of the lloT device, such as maintenance in the Electronic Production.

The device hasto carry one spedfic function thatis has been buit for; in ourcase the colaboration of two particpants that
are physcaly separated and thatare notat the same place at the same time. The supporteris guiding or assistng the
applcant within a certain field of applcation.

We then identified the experts in those specific areas of appication worldwide and discussed with them our hypotheses
and the terms and defnitions that are the foundation of production functions. Furthermore, we explined the lloT devie
that we had chosen to be appled on a theoretical basis and held some further information meetings to ensure that the
device 5 understood andits impact is considered in the right way.

Then we asked those experts to rate the impact of the IloT device on a standard production function scake with the device
on the axis of abscissae and the retum onthe axisof ordinates. Those ratingswere then used to precede with an dustration
of the production function in a graphic form and to then deduce the mathematical function from the graph which is used as
an auxiary.
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Firstfield of investigation - Formwork Construction

Forthe partof the survey on the implementation of lloT device in construction industry, we selected a worlkdwide operating
company in the construction supply ndustry.

Fora variety of reasons, the construction supply ndustry, ke the construction industry, is underthe constrain to digitize s
working processes and project management processes.

Unfortunately, however, the construction industry has not yet succeeded in integrating nnovative technologies within its
processes in order to keep pace with other ndustries, such as automotive and mechanical engineerng (Oesterreich &
Teuteberg, 2016). Due to the high degree of ndiiduaity of construction projects, constantlychanging framework conditions
and value chains, which contnue through manydiferent subcontractors, the construction industry cannot cal itsef a leader
i the digitaization and ndustrialzation ofits project management.

Often the professonal experience within construction i regarded asireplaceable; and thisis justified and proven in many
cases. David Autordescrbes the professonal experience as the "cognitive abiities” of a human being which are to be rated
higher than the knowkedge of the human being about the assocated physical aws (Author, 2014). The author further
descrbes thatthe increasng automation and substitution of jobs due to digtalzaton wil primarly affect routine medium
skiled tasks thatfolow an exhaustive set of rules (Author, 2014).

Characteristic forthis are cognitive and manualactiities such as bookkeeping, office work and repetitive production tasks,
but not just yet mechanization in the construction industry. In 2017, Daniel Kiel and coleagues examned in many case
studies how shortened technology and nnovaton cydes affect ncreasng individuaization and increased the volatity of
demands (Kiel, Miler, Amold, & Voigt, 2017). They came to the conduson thata sustanable value expected by
manufacturers froman investment in lloT must meet economic, socal and ecobgical objectives in equalmeasure (Kiel et
al, 2017). However, the construction ndustry primarly expects nvestments n lloT to mantain and strengthen ts future
global competitiveness. Due to the many subcontractor relatonships, socal and partly ecobgical goals are regarded as
rather secondary. Technolbogical change in the construction industry necessariy folows the Pareto princple (Author, 2014).
The authordescrbes 3 factors that mtigate or amplfy this approach:

Employees benefitfrom automation
The elasticty of fnal demand can either dampen orreinforce the gains from automation
The changesh the laborsupply may ako reduce wage ncreases

In 1997 David J. Teece, Gary Psano and Amy Shuen raised i their artide “Dynamic Skik and StrategicManagement’
the questionswhetherstrategictheoryis connected with the analysis of strategies at company level to maintain and secure
exstng competitie advantages, and how andwhycertain companies can buid up competitive advantagesi systems of
rapid change (Teece, Pisano, & Shuen, 1997). The approach is particularly relevant with regard to the cognitive skiks
descrbed by Author (Author, 2014) in performing simple actities i the context of nnovation-based competition, price-
performance rivaky, risng retums, and the "creative destruction” of existng competences (Teece et al, 1997). As a
competitie advantage, David J. Teece and his corresponding authors descrbe the recording of the imputed rents of
decsive compettive advantagesin the third paradigm of therr remarks (Teece etal, 1997)and thuspartaly prepare the
basis for the theorydesarbed in 2005 byRobert Gbbons in the Journal of Economic Behavior & Organizaton (Gbbons,
2005).

Gbbons wanted to answer the question: Which transactions of a company are carried out more efficently? It defines and
compares elementary versons of 4 theoriesof the enterprise, the theory of the ncentive system, the adaptation theory, the
propertyright theory, the theoryof rent search (Gbbons, 2005).

Especaly with the theory ofthe incentive system, in addition to purely cakulable economic facts, there are rich reasons
(soft skis) why a construction company should invest in innovative technologies such as lloT. The ncreasing shortage of
junior staff n al sectors of the construction industry requires more attractive and innovative jobs. This is true both for
commercal acthiies on construction stes and foractivties in management postions in the construction industry.

In Marketing and Management of Innovations, Zwerenz desarbes his findings regarding the cucal importance of
presenting a construction project as an nnovative brand and the consequences for the performance of employees, their
identification with the project and the commtment of employees n construction projects (Zwerenz, 2019). The effects of
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the ntroduction of lloT devices on construction stes can thus not only be measured directy n monetary terms, but must
alko be assessed taking into account aspects of the attractiveness of projedts.

The postive or negative nfuences are evaluated asan exanple of the introduction of a digttal service of a worldwide
leading manufacturer of concrete formwork, the Doka Group. Doka s one of the leading fims in respect of industrial cashg
and frameworks with a tumover of more than 1.5bn€ (www.doka.com).

The dedsve factor for the evaluation of the number of 1loT devices to be nvested here s the perspective of the
manufacturer of concrete formwork (the service provider) in order to guarantee the service offered worldwide by the o
caled Remote Instructor (https://www.doka.com/at/solutions/services/remote-i structor).

In the Digital Services busiess unt, the Doka Group is developing digital services and applcations for the construction
ndustry todayand in the future. Doing so, the Doka Group is optimizng existing processes and establshes new and more
efficent ones.

In a co-development with its customers, the companycan respond in an optimal mannerto therneedsand ako strengthen
customer relationships. The Remote Instructoris a powerfulvideo colaboration software for the remote support of problens
on constructon stes. Ful order books with an acute shortage of skled workers - a major chalenge that the industry s
currently facng. Time and again, uncertainties and mistakes lead to expensie downtimes. The Remote Instructor takes
on this chalenge. As a software solution forreattime colaboration specaly devebped forthe buiding ndustry, inteligent
video telephony provides location-ndependent support for rapid problem solutions. The product video is avaiable under
the folowing ink: https://www.youtube.comwatch?v=Mya0mvYSB20

The smart glsses are therefore predestned to be appled for the Remote Instructor and to implement some of the
digtalization isues thatthe Doka Group i working on.

Second field of investigation - Banking and Finance

The finandal sector i one or even the most important nstruments of the economic system. In phases of digital
transformation, the sector is able to implement changes. The develpment shows investments in progcts for the
impementation of hnovative technologies. In particular, we are taking about the formation of vitual regionalsm (Pajak K.
etal, 2016).

The use of VR and AR n the finandal sector demonstrated ts benefisfor the transfer of nformation and knowledge. Here
aconceptwas used which leams from the interaction with a 3D envionment. Vitual Realty enablesthe creation of vitual
envionments with featuresthatrepresenta real stuation. For viewers, visualizaton and interaction with vitual objects i
coser to realty than previous abstract representations (Maad, S. etal, 2010).

The characteristic of the banking sectorin Germany & the three-pilar structure via a strict separation into three coumns,
Cooperative banks (e.g. DZ Bank), Private commercal banks (e.g. Deutsche Bank, Commerzbank) and Publc-law
nstitutons (e.g. Savings banks). In ourresearch work we wil focus on the German saving banks. The savings banks are
ndependent commercal enterprises in municpal ownershp. Ther task i to strengthen compettion on the basis of market
and competition requirements, primarly in their busness area. Furthermore, theirrok is to ensure adequate and sufficent
supply of al population groups, the economy, n particular of the mddle dass, and the pubic hand with monetary and
credit-economic achievements ako n the area (regional aspects). Saving banks support the task fufiment of the
municdpalties i the economic, regional poltical, socal and cutural area. Atleast savings banks promote the economy of
savngs and the accumulation of wealth of broad sections of the population and the economic education of the youth.

Many savings banks in Germany could miss the connection in the age of digital transformation. On the one hand, extemal
nfuences such as customer behavior, customer expectations, technological change, wiingness to pay and product ife
cydes are ganing in importance. On the other hand, the ntemal expectations of the employees, e.g. the acceptance of
new technobgical solutions, the adaptation of new processes, are constantly ncreased. Due to low returns, savings banks
are forced to digtze processes. In the future, we wil experience a working world characterzed by automation and
digtization. As a technical revolution, this also encompasses many areas of the savng banks. Digitization has priority in
order to be able to catch up the backog for "digital capabities”. This forces the savings banks to modemize. To realze
their ambitions, savngs banks are wel advised to create the necessary intemal conditions. Innovative banking services
must be tested forfeasbity and then embedded in processes and appropriate technicalarchitectures. Its an open secet
that costs can be reduced through a higher degree of automation. The current and planned activties in the saving banks
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finandal group, which dealwith new processes and digital took, are correspondingly diverse. Examples of chatbots ae
the possbity of data analitics orthe use of vitual reaity (Gebe, 2019).

For ourresearch, an example of the savng bank Géppingen shal be consdered (http://ksk-gp.future-banking.digitalde/).
The saving bankhasa balance sheet totalof approx. 6 bilion euros, 1,080 employeesand 67 branches. As early as 2015,
the saving banklunched a comprehensive digtzaton project with the aim of strengthening digital ompetence within the
company. A so-caled "digital playground” was created n the customer center of the saving bank. Among other things
Holbo-Lens were instaled for customers and employees explained the digial transformation. In this 60 square meter
nnovation branch, customers wil be able to experience the technical nnovations togetherwih the employees. Interesed
people can try out vitual realty glasses there and ride a roler coaster wih them, for example. 3-D glasses make i possble
to vitualy view a propertywihout having to take a step outsde the door. In another section, sareens and smartphonesare
avaiable. There, customers can have onine banking, the use of saving bank apps, mobie payment and photo transfers
explained to themon the bass of test accounts. The digital playground is managed by ten saving bank employees. They
act asimportant ambassadors of digitalzation to customers and into their own company. The concept plans the regular
exchange of gadgets (Miler, 2018).

The expert assessment i based on the descrbed example "Digital playground” of the saving bank Goppingen. Beside a
staton with VR glasses there are further gadgets of digitalizaton. Customers have afeady been ablk to steer drones
through the customer hal. In addition, a 3D printerwasinstaled to produce edble chocolate figures. Snce 2018 there hawe
been so-caled theme isands deaing wih banking topics such as apps, onine banking or onine brokerage. Shce ten
empbyees work in this innovation branch and different stations can be visted, there is a decreasng benefit wihin the
soope of the assessment. The top box value was not awarded, asthe benefit is more lkely to serve the understanding of
technological innovations and the image. This means, for example, that no addtional revenue or cost reduction i
generated. The use of the glasses used is ntended forthe assgned station. This means that the glasses do not perfom
any other function and are notused elewhere. If ten employees had ten glassesin use, the other stations could not be
manned. This means that customers' requirements cannot be met holstically. A high impact was achieved with to 1-3
glsses, amedum impact with 4 glasses. 5 glasses have altte impact, 6 and 7 glasses have a very ltte impact. Having
8-10 in use has no impact.

With regard to the effectieness of the contentsprovided, it is known from studies that these were assessed as realstic.
The particpants could be given the feelng of being present in the respective envionment. These conditions created a
postive sympathy level as the particpants could feel part of the contentprovided. The resutsalso showed that the content
provided could support the concrete leaming experiences of the individual When preparing VR envionments, however,
the study resuts indude the possbity of long-term use of these technologies and a higher effectiveness of realstic
oontents(Yidiim, Eban & Yidiim, 2018).

The 386 ndividual saving banks each have ther own market area and are separate fromeach other. The regionalprincple,
for example, makes personal communication possble without problems. Tl August2019, there wasno centraly defined
use of VR glasses in the Savings Banks Finance Group. If savings banksuse VR glasses, theydo so on their own nitiatives.
The case study of saving bank Goéppingen was used as best practice part of this research because the background for
using VR glasses s transparent.

However, the condtions desarbed forthe saving bank Goppingenshow that the content provided hasa playful character
i orderto explain digiization technologies ushg the example of vitual realty. In ouropinion, this also holds potentialfor
future use.

Third field of application - Maintenance

The automotive suppler industry is often organized in a decentraized mannerand competendes are unevenly distrbuted
woridwide.

Diferentkind of very spedfic systems are produced within selected locations in one part of the word and shipped to many
other locations wordwide to fufil ther purposesfora spedfic product at the production ste. This s done due to cost
competitive reasonsand to benefit fromlocal advantagesin certain regions.

This approach confrontsthe automotive suppler industry with the problemof specfic requirementsto maintain and to repar
this spedfic equipment. To do so, specal knowledge and spedal training is in many cases requrred to keep the systems
capable of running. The stuation is aggravated bythe justin time and justin sequence approach of the automotive ndustry.

10
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The equipmentis notalowed to be idle or out of use fora certain kength of time, often only hoursor a very short period of
days.

The automotive suppler sector introduced diferent measuresto react to this chalenge, such as hotines, service contracts,
traning and education forthe own employeesor went to such kength to have a backup of systems on ste.

With the devebpment of smart glasses, the potental to support bcations remotely improved dramaticaly. Now the
specialst is enabled to interact with the employee on ste and to give guidance and supportin a more effident manner.

Therefore, it was dedded to examne the impact of the introduction of smart glasses into the maintenance systematic in
this ndustry.

The maintenance teamsconsist of different expertsand have anuneven needfor support of the expertsfromotherregions
The teamis connected to expertsthat can be ocated at different locations worldwide.

We taked to a numberof maintenance experts and asked themhow they rate the impact of smart glasses on ther specal
field of acoountabity aftertheywere taught about the systematic of our survey. Thei feedbackwas then compared to the
otherindustries.

The production functions

A production function depicts the relaton between nput and quanttative output by representing the aggregate output
depending on the given amount of production factors (Lenk, 2017). The formula for the production function i the folowing:

Y = f(K,L,P,H)
The factors of production are:
K =Physical capital apital, tangible assets (mobile and immobile)]
L =Labor (skilled and unskilled human workers)
P=Land (surface, subsoil and conjoined raw materials such as coal)
H =Entrepreneurship (the business intelligence and its quality)
The nputfactors of a production function can be reduced, forexample to labor (L) and captal (K).
Y = f(K.L)
In respect of the variety of types of production many different production functions exit.

The model that we devebped is an somorphic mapping of the (real) observation state; the model is idealzed butcan be
repeatedlyappled atdifferentndustries in the type of embodiment thatwe have chosen. It facitates the scentist or the
engneerto understandand to chart the elementsof the de facto appication and is princples. This & true forthe different
ndustries that we nvestigated. Modeing an appropriate measurement, we provide the theoretical background that @n be
transferred for the furtherapplcation of smilar devices n different areasof appication in different ndustries. The model is
both, an explcation of the weldefined and fnite area of applcation and a toolto prognosticate the effect of the IloT device.

Production functions, such as those that Wassly Leontew developed whie investigating the in-and outputsin the American
economy, provide a reasonable modelto recognize the right nvestment nto a certain lloT technology. The proverb “a bt
helps a lot” was proven to be wrong in the beginning of the development of the production functions. “As much investment
asnecessary’ froman economic perspective is the target, butit dependson the fnanced technobogy.

The nvestigation of a production function reduces incertiude and helps the entrepreneur to improve her nvestment
deasions, based on factsand figures.

Production functions have some wekknown and thoroughlyexamned weaknesses in the long run; nevertheless, theywork
wel n the shortrun and can be appled asa model to determine the effect and nfluence within a certain field of applcation
n a confined envionment.

We adopt the production function for a microeconomic practice to cakulate the economic effect of a supportive lloT device.
This device s not changing the nature of production orthe knd of organization; we set those factors as fixed. The device
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is dearly anlloT devie, butit is extending the wayof working and is notdisrupting i. From an innovational point of view,
it can be seen as an architecturalinnovationdueto the set-up of the sngle components.

Forotherdevies, thatenablk a new wayof workng from an organizationalperspective orchange the nature of produdion
(disruptive innovation) the appication of our approach needsto be further nvestigated.

In our research we nvestigated the kind of production function we are deaing wih; we expected it to be neither a
substttutional production function nor a fixed proportion production function but a fuzzy production function because the
device s applcable in several different sets of working. We decided to ostracze the fuzzy influence by restriting the field
of applcation to avoid a mishterpretation at the end of the analyss. We further ostracized functions by the exduson
princpk, based on ther definitions in the economic kterature. We ostraczed the folowing types of production function:
type B (after Erich Gutenberg and Wassi Wassiewitsch Leontew), type C (after Edmund Heinen), type D (after Josef
Kook), type E (after Pichler) and production functionsthat are dynamic ones (after Matthes).

Atype Bproduction function, the Gutenberg, Leontiew or Kiger production function, nvestigates the aftermath of changes
i the labor market stuaton with the accompany of the adjustments of producer's goods for a given amount of capital
goodsand no change ofthe technicalparameters (Abach 1989, Gutenberg 1952).Varablesare the output per unt of time,
the period of appicaton and the numberof the appled aggregates (Gutenberg 1952). Fora type B function it is assumed
that two transformation functionsare vald, forone part of the used goods it is assumed that their amount is immedite with
the output quantty. In many cases theyrepresent Leontw-functions, but their characteristic is that for some input factors
the output dependsonly ndiectly.

A type C production function (Heinen) is distnguished by the stratification of the production process in rudimentary
combinations, the consunption of output related, ndirect material depends on the intensty of the means of production.
Because there is no indirect material in ourmodel, we neglect the type C.

In the 1950sPichler framed a spedfic Leontiew production function, the type D. In type D production functions command
varables represent the varables, such as throughput orin-company constraints. Pichler production functions can be one-
ormutievel production functionsand he formulated those with a focus on chemical ndustries. The n-company constraints
we were able to excude from ourmodeland therefore excude the Pichler production function.

The characteristc of a production function of the type E (Koock) are complex production structures with cycical
nterdependencdesand, contraryto the othertypes, are not static. Theyrest upon the technicalprogress within a producton
process, e.g.a product on a higher production stage can only be produced when a product on a lowerkevel (the nput for
the higherlevel) hasbeen produced areadyand is avaiable.

Furtherinterdependences are the technological progress, newly areated materiaks and/orimproved production processes
and machines. Ao, the leaming of the emplyeesis considered as an interdependencyin this production function.

The transformation functions are formulated in a generalway, al other production functionscan be deduced fromthis type
by reducng or excuding the impact of the mentioned constrains, for instance by taking only a very smal time perod into
acoount to reduce the timely correlation to a minimum.

Investigating ourmodeland comparing i with the different production functionswe set up the hypothesisthat our produdion
function is eithera function of the standard profit law production function ora specal case of the CES-production functions
a Cobb-Douglasproduction function.

At this point we were uncear f we can reduce the law of dimnishing retumsin our case to the argument that a.) foma
certain amount of the variable factor (the IloT device) an under proportional increase of the retumn s effectuated or b)) f
there is no maximum forthe variable factor (the IloT device), with a non-inear correlation to the factor. We had to nvestigate
the standard profit kw production function and a specal case of the CES-production functions, the Cobb-Doughs
production function.

The characteristic of the standard profit bw production function s that at first the output quantty x ncreases over
proportional, then proportonaland eventualy under proportional.

A Cobb-Douglas production function (a spedal case of the CES-functions) is a commonly used substitutional production
function within the macroeconomics and the national economy. The cakulaton model can be carried over to the
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microecononics, too. The variable factoris increasng the proft, but notin a inearmanner. Increasig the factor wil aways
ncrease the profit, but not proportionaly.

The Cobb-Douglasfunction predicates on the findings of Johann Henrch von Thiinen, the founder of the scentific
agricuttural economics. Thiinen searched fora naturaland equitable income distrbution and can be assigned to the dassc
economy. In the beginning of the 19" century he examned how to cakulate the maximum  profit of agricutural products
usng the method of abstraction. The maximum profit dependson an optimalutizaton of the land surface and the cost for
transportation. The price for the land deareases with the distance to the nearest market place and the transportation cost
are drectly proportionalto the distance to the market place and the weight of the goods. He wasable to testand to verify
his findings on his own estate near Teterow which he boughtin 1810 (LinR, 2014).

PaulH. Douglas was kecturing at Amherst Colege when he consuted Charles\W. Cobb, a mathematidan. Cobb suggesed
to adopta simple homogeneousfunction that had beenused by Wicksteed and Wicksell before.

P = bLkcT*

Douglas (1976) explcates that with an infuential artide of David Durand (Durand, 1937) and the facitation of Grace Gunn,
a change of the formula was made.

The formula was changed to make the exponent of Cindependently determned instead of treating i as the resdualin a
homogenousinearequation.
P = bLk¢/

Douglas and his team appled the new formula to ther precedent and actual data that they compied from different
ndustries; therr fndings strongly supported the formula. But the formula was critiized by promnent economists, such as
Horst Mendershausen and Ragnar Frisch and from other senior American economists at the Universty of Chicago
(Douglas, 1976). Scentists have tested the formula in almost every ndustry and have found that t can be mseading and
hasto be adapted to the specal field of applcation (Assaf & Josassen, 2016) (Costa, Lopes & Matos, 2015) (Okolo &
Attaham, 2017).

A ions of the mathematical model

When testing our hypotheses, we based ourassumption on the “traditonalmodel’ of a Cobb-Douglasproduction function,
assuming that fims operate ona non-stochastic production function and maximze profit. Zelner, Kmenta and Dréze (1966)
ntroduced a model of a Cobb-Douglasproduction function that left aside randomdisturbance terms of the econometrican
which would make the model stochastic. Zeler et al (1966) argument that entrepreneurs are aware of the stochastic
nature of the production process. We argument that the randomdisturbance of the model hasto refrain from ourmodel to
expose the effect of the IloT device by itseff.

Assumptions ofthe lloT device

We set imtations to the applcation of the [loT device that were necessary to generate an abstract model to enable the
model to be tested underfactualcondtions.

The lloT device & the same foral use cases, there i no technological disparity between the devices
The kvel of traning and the kevel of know-how of the applcants is naterabk, the kaming curve is neglected
The number of utizations for the device s constantand unchanging

The fundamentalidea is that with the introduction of the IloT device the quotidian expenses are reduced according to the
theoretical yield curve.

Generalzed graphical representment of the hypotheses

Our hypotheses are that we are either concemed with a Cobb-Douglas production function or with a standard profi law
production function. Both graphsbok quite differentand are easly to be distnguished fromone and another.

Adiscemble cachet of the Cobb-Douglasproduction function i its indefinite growth, t doesnothave a maxmum and wil
furtherincrease when the variable s increased. Our imting factor s here the userofthe device, it is perspicuous that one
empbyee cannot handle more than one of the above outined devices at a time.
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Return

Increasing the input factor will always increase
the return, @ maximum is never reached

Factor inputs

Figure 1 - Cobb-Douglas Production Function

i

4

disproportionate low

PHASE |
disproportionate high
increasing

Factor inputs

Figure 2 - Standard Profit Law Production Function

Contraryto the Cobb-Douglas production function the standard proft law production function does have a maximum and
wil be reached ata certain time when a certain number of nput factors are mpemented.

Implementing the lloT device increases the retum in a disproportionate high manner. The first 1l0T devices delver a high
retum rate according to the standard model of the yield curve (figure 2, PHASE ). According to the standard yield curve
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the retum reachesthe proportionalty and entersPHASE |1, in which the increase becomes disproportionate low. The thid
phase is the phase in which the retum startsfalng (PHASE I11)due to the misshg contrbution of the device to the return.

The lloT devie s the factorthat can be bought with money; therefore, it is the captal i the standard equation.
The Marginal Retum

The marginal retumn is nextricably combined with the type of the production function. The margialretum of a Cobb-Douglas
production function wil fal, butwl never be negative. In opposte to the Cobb-Douglasproduction function the standard
profit law production function doesfal and wil discembly lead to a negative marginal return at a certain point.

To find outwhich progress the function s takng overtime & ofimmediate utity before nvesting into an lloT device and is

i I
///// b —
/_7/
L= —— ‘_.‘-
i
| |
Figure 3 - Marginal Return of a Cobb-Douglas PF Figure 4 - Margnal Retum of a Standard Profit Law PF

The lloT device

The lloT device is viewed in this case as the means of production that supportsthe transformation process of the working
habits wthin a bcaly imted production center. It cannot be seen as an ntruson of a new state of ndustrial form of
production, butasa completely new support device that can be consdered as a production device oran expansion of the
means of production.

The segregated field of applcation with a direct impact on the output of the process alows us to factor in the llot devie
and to singukrizeitsdiscrete impact on the production function.

We have chosen to implement smart glasses as a relatively easy-to-apply lloT device within existing service- and produdion
envionments.

There is a wide range of applcations regarding augmented and/or vitual realty respective mixed reaities. We ntentionaly
reduced the range of the technological capabites and the technological spedfications (such as the CPU, the resolution
perdegree, connectivity, ergonomics, field of view, etc.) ofthe device forthis survey to avoid a technical discusson wih
the interviewees.

The technological capabiities were reduced to particular featuresthat are common for most of the devices:
Reatime connectivty
Abity to communicate with the applicant and the abity of nterventions

Video demonstration capabities
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The device doesnot require a bng-time training or asks for dexterity fromthe applcant. The software forthe device is both
nstaled i the local networkof the appicantand in the networkof the assitant.

The hardware needs to be on-ste of the applcant; the applcant s the one who is supported by the person that has a
deeperunderstanding and a widerrange of knowledge of the supported technology.

When the applcant takes note of a probem, she i accountable for and that she cannot sole, she can contact with the
supporterwith the lloT device. The lloT device enablesthe supporterto gain a betteroverview of the on-ste stuation and
to give more specfic advices and is enabled to solve a problematic stuation thatin othercase only would be solable with
an on-ste appearance of an expert.

An inscrutable stuation can be made dearer and the solution process can be accelerated, the dependendesof the input
and the output can be deducted empiicaly.

There are certain production functions for different technologies, we go asfaras to assert that even wihin a certain custer
of technolbogies the production functionsdifer from one and another sightly.

The Survey

When we decded to uncouple our survey from otherfactors and to excude certain ones, we also obtained the possbity
to create a very specfic questonnaie thatfocused on the chosen lloT device.

#of |
lloT Positive Impact
Devices ‘

Vl'm Little Impact |  Medium

0000000000
poooooooooi
booooooooo%
poooooooooﬁ?

0O0O0O0O0OO00O

-
o

Figure 5 - Rating of the Impact

The nterviewed person was nformed about the contentand the background of the survey and received an easy to fi out
spread sheet. The spread sheet asked for the impact of a sngle IloT device and for a then folowing aggregation of the
devices tl the numberof 10 devices (1 device, 1+1 device, 2+1 device, 3+1 device, ...., 9+1 device). To ndemnify that we
wi have in any cases a suffident number of devices we decded to set the maxmum up to 10 devices; we made the
assunmption thatin nosngle case anumberof 10 devices wil have an impact thatis higherthan whatwe labeked as itte
impact.

To express thata furthernput doesnot have anyfurther postive impact on the output we labeked thispoint with no impact.
This pontwould correspond with etther the reversal point in the graph of a standard production function or would not be
chosen by the nteriewee when there is no reversal pontas it is true forthe Cobb-Douglas production function.
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Results of the Survey

The graphswe received after the analyss reveal that the production function is folowing the standard law production
function and by no means at al the Cobb-Douglasproduction function.

Therefore, we are in a postion to determne that nvestments into the analyzed IloT device s behaving according to the
function of the standard production law and that nvestment dedsons can be based upon those fndings.

The process of elaboration was to colect the answers, converted those nto the main database and create a general.
Todisplay the result a X/Y plot was chosen and the dotswere connected foreach point.

The axs of absdssae displays the number of devices that are implemented n the desabed scenarios and the axis of
ordinatesdisplays the impact. For each graph an approximation was generated, too.

Results of the Construction Industry

For the construction industry we received a graph that evidently appearsto fal straight froma very high level to the zero-
impact kvel in a nearly straight ine. The nvestigated impementation area of the IloT device has for the construction
ndustry the highest impact, two devices improve the stuaton extremely postive. The thid device comes wih a
retrogression but stil has a high impact. The number of devices forthe implementation area wthin the construction ndustry
can be ponted outto beat5 to 6 devices. A fastreturn on nvestment can be expected with 3 to 4 devices, which is a high
number compared to the otherinvestigated ndustries.

RATING OF THE IMPACT

Figure 6 — Rating of the impact for the Construction Industry
Results of Banking and Finance

The nvestigated area of the saving bankshows a constant high impact, but never an extremely postive impact. The device
seems to have a flat top level for the fist 3 devices but then the impact starts to downfal continuously. An nvestment
strategy could be to start with 2 devices and to valdate the impact again. A third device seems to be a low-risk asset, the

fourth device has to be observed dosely.
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RATING OF THE IMPACT

Resutts of the Automotive Suppler Sector

Figure 7 — Rating of the Impact in the Savngs Bank

RATING OF THE IMPACT

Figure 8 — Detailed Results of the Survey for Maintenance

Unike the nvestigation within the construction industry and the saving banksector the investigation within the automotie
suppler mantenance area was conducted on a globalbass. Therefore, the dataset had to be adjusted to the number of
employees working in each area. Afterdeaning the data, we came to a presentment of the folowing:

Each graph represents an individual from a different region. Not surprisngly the graphs have different levels where they
start from, but theyal folow a very similar course.
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The resuts were combined and a mean of the functions cakulated. The adjusted function shows that the device has alko

ahigh impact right from the beginning on the maintenance butis decining in a similar way to the construction ndustry.

IDEALIZATION OF THE IMPACT

Figure 9 — Rating of the Impact of Maintenance in Automotive Supplier Industry
Subsumption of the 3 industries
Our man fnding &, thatal three ndustries show the behavior of a standard production function but that the nvestigated

ndustries do have different adjusted progressions.

RATING OF THE IMPACT

Figure 10 — Comparison of the Industries
The type of production functions of the different industries is akin with each other regarding its overal shape, but differs

regarding the impact of the number of devices.
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RATING OF THE IMPACT

Figure 11 — Adjusted Rating of the Impact for the Industries
The adjusted functionsdraw an even cearer picture of the progression and the superordinated formof the behavior of the
function.

Al ndustries show thatthe use of smart glasses have a steep rise of the impact forthe first glasses thatare introduced.
The dedine & ako simlar n each of the industries and eventualy resuts n a negative impact of the device, ie. a further

device cannotbe appled ucrative.
Concusons and recommendations
Production functions are sgnificant for the functioning of economics and busness management systems. To understand
at what extend an investment is affecting the busness envionment can be an important success factor resp. can be
developed to an advantage in competition.
Usng the example of a disruptive device, we have shown thatthe disruptive effect of nnovative processes, technobgies,
methods and devices on establshed industries can be integrated into the strategy process of such differentindustries as
the banking sector, the automotive- and the construction-ndustry. Establkshed models, that were appled in the second
resp. thid ndustrial revolution are powerfultook even todaywhen appled on technobgiesthat are consdered being patt
of the fourth ndustrial revolution.
We therefore considerourfist hypothess as confimed in the sense how we verbaized i in the beginning of this work.
Forthe industries that we examned we ako consider oursecond hypothesk to be corredt; the graphsin the 3 nvestigated
ndustries have a very simiar progresson and, but a difference wthin the heightsof the impadt, t i ndustry specfic.
The Imtation ofthe explanatorypowerof the work is the methodologyof usng structured intenviews go gain insghts into
the impact. The graphsand ther progresson have to be tested wihin the ndustries to strengthen the findings.
In addition to test the progression within the nvestigated industries, it s worthwhie to enlarge the surveyto otherindustries,
to examne the behavior of the lloT device in those and to be able to buid custers for differentindustries asa model for
prediction.
The know-how to develop technobgy spedfic graphs, aswe have done t in this survey, is in most cases avaiable n the
companies and can become part of the preparation of a dedsion process.
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We recommend to use the approach of a structured interview, consdering the production function before investng into a
technologyas an intemalexerdse to improve the dedsion process.
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Abstract

Disruptive nnovation such as onlne transportaton bushess is a leap of nnovations of in senvices  that triggered
chaos i field of competition law. The emergence of new cumbent with its disruptive nnovation has disturbed
the market that domnated by the ncumbent. This chaos cannot be overcome by the same legal approach
because it hasa different busness model, in fact, it also happened in Indonesia. Thisstudy aims to: (a) reviewing
whetherdisruptive innovation infrnges the prindples and provisons of competition law and; (b) dentifyng and
evaluatng various regulatons regarding onne transportation n Indonesa. The method of this research s
normative lkegal research, which examnes varous lkegal prindples, lkegal theories, and kegisation. Findings of
this study are; First, disruptive nnovation s not an unlawfulact because it does not infrnge any provisons n
the compettion law. And also, this innovation is not contravene with the public order; fts usng new bushess
pltforms that are different from old bushess modek. Second, Indonesan govemment has regulated this
disruptive innovation by issuing regulation which has been sued for judical revew and amendment. Finaly,
Indonesian govemment has formulated an accommodative regulation format, ie., onine transportaton i
equalzed to the spedalzed rentaltransportation.

Keyword: disruptive nnovation, competition law, onlne transportation, regulation

Introduction

Technobgy haschanged people’s ways of ife. It forced ndustries to constantly innovate, economic development through
technologysharing has "forced" the emergence of dynamics n the busness world (Geradin: 2015, p. 2). The growthof the
sharng economy has attracted ncreased attention as the disruption of ongstanding. The sharing economy representsa
profound change in the waygoodsand senvices are exchanged. New technobogical platforms help connect consumers with
goods and services providers and promote better utizaton of assets and fuler reaizaton of economic rights over
resources (Kaplinsky: 2018).

As the sharing economy continues to grow, and theyare not without their negative impacts, however, eading to controversy
and cals for regulation. Those regulation ndude the fundamentalquestion of how best to characterize sharing economy
busnesses and newly crafted regulations, spedficaly targeting services.

This change affects free compettion. There are many cases where large ndustrial bushness group are shited becaus
theywere sow in innovating. Forexample, Nokia and Blackberry were hit by Apple and Samsung products, Yahoo, which
bost to Google and Facebook, and the growth ofonine transportation modesin varous countries.

Various innovations brought bynewcumbent caused disputes between the new cumbent and the ncumbent. This dispute
arises because the consumers move to new curbent and considered asa “disruptive innovation”. In Europe and Asi, the
issues of unfair competition led to massve demonstrations by taxi drivers and court udgments against Uber senvices. In
2016, France and Germany went against Uber due to unicensed drivers, which is a violation of the local transport laws.
Ubershut down its operation in Denmark folowing the introduction of new taxlaws. In Korea and India, Uber faied to meet
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safety standards. Thaiand's transport authorities have begun a crackdown on drivers for the ride-haing senvices Uberand
Grab due to registration and payment systems thatdid not meet regulations. On anothercase, Uber was registered as a
software company in Taiwan nota transportation services provider. Meanwhie, Uber was also fachg tougher competition

in Japanf it fais to partnerwith Sony, which partnerswith sk bocal companies to buid a new taxthaiing system that was
more sophiticated than that of Uber (Mutiarn: 2019, p. 1).

In the other hand, the growth of Uberand Arbnb impact on changing of regulation, most regulation occurs at the municpal

kevel, and ther popularty and sgnificant revenues made these two companies have been the prime targetsof regulation
(Bresca: 2016, p. 87).

As wel as n Indonesa, the emergence of Go Jek onlne transportation has disrupted the conventional transportation
busness. Graph 1 below shows that there hasbeen a drasticdecine in conventional transportation ndustry.

THE GROWTH OF DRIVER G0-JEK

250000

Figure 1. Data of an ncrease in Go-Jek drivers

25,0

20,0
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Grab Go-Jek Garuda Indonesia Blue Bird

(Rp triliun)

Source: TechCrunch, Wal Street Joumal, Bareksa
Figure 2. The Graph on the Comparison of Valuation between Onine & Conventional Transportation Companies

The two graphs above show the number of GoJek partners ncreases year by year sgnificantly, and asset valuaton of
GoJek exceeded and larger than conventional transportation companies. In March 2016, the losses of Express taxs
reached 9.8 biion rupiah ordropped 148 percent compared to the same quarterin 2015, amounting to 20.3 bifon rupiah.
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In 2015, the Express taxi profit fel 72.7 percent compared to the previous year. Meanwhie, Buue Brd 2016 eamingsalso
fel 61 percent.

Based on Law No 5 of 1999 on the Prohbtion of Monopolstic Practices and Unfair Competition (Antirust Law), there is no
prohbiton forbusnesses communities to develop product innovations. In fact, n free-market theory, Adam Smth said that
“economic practice must have an ekement of bushess freedom, and the market has the role n regulatng and areating s
mechanisms, notthe govemment poices’ (Mula: 2012, p. 5).

This studyaims to: First, dentify the legalpostion of disruptive innovation on competition law perspective. Second, Evaluate
and identify government’s polces forthe onine transportation industryin Indonesa.

The method of thisresearch is normative kegal research, which examines various legal princples, kegaltheories, kegisation
and usng secondarydata in the formof kegal documentsobtained fromthe lbrary research and primary data obtained from
field research through interviews and observations. The data obtained wi be analyzed in a presaptive and descriptive
method with a qualiative approach.

Discussion
The legal position of disruptive innovation on competition law perspective

The mai focus of innovation is the creation of newideas thatwil be implemented into new products and new processes.
The main purpose of the nnovation process s to provide and bring better customer value (Hartini2012, p. 83). Lukas &
Farel (2000) distinguish product nnovation fromthree basic categories, namely “product ine extensons’, “me toproducts’
and “new to the world product”. Product ine extensions are produdts that are relatively new to the market but not for the
company. “Me too product” sa product that is relatively new to the company but is relatively wel known in the market.
“New to the world product” is a new product for both the companyand the market. Many domnant companies have been
replaced by new cumbent in both sow-moving and fast-moving industries. Disruption is the cause of that phenomenon,
which an economist Joseph Schumpeter caled "creative destruction” (Hartni2012, p. 83).

The concept of disruptive innovation explains the reason forthe keading companies often fai to stay on top of the ndustry
when technology ormarkets change (Christensen: 1995). Identifying the effects of disruptive nnovation on the market is
relatiely easy, but constructing the definition s quite difficut. One defintion of disruptive nnovation focuses on the quaity
of the functions and costs of nnovation. This definition descrbes disruptive nnovation as a "good enough"and “low-cost
nnovaton” (Nagy: 2016, p.120).

Bowerand Christensen make a difference between two typesof nnovation technology, namely Sustaning Innovation, ie.,
an nnovation that presentsan narease n exsting productsbut doesnot affect the market. Meanwhie, disruptive innovation
has featuresthat are completely new and diferent fromthe previous product. Gen M. Schmidt and Chenyi T. Druehl also
dassfyng innovations into two; the differencesare provided i the folowing table (Schmidt: 2008):

Type ofinnovation Type oftarget/ target Description

Sustaning Innovation high-end market The product fist targeted thehigh-end
market and then spreadto the low-end
market

Distuptive Innovation low-end market The product first targeted thelow-end market

and then spread to the high-end market

Table 1. Differences between Disruptive Innovation and Sustaining Innovation

Sustaning Innovaton, usualy carried outbylarge companies, whie Disruptive Innovation is usualy carried outby a start-
up company. Start-up company i a company thatis boking for a new busness model thatis measurabl, repeatable and
proftable (Morris).

25

Commented [I3]: 7??



ISSN 2411-9571  (Print) European Journal of Economics May - August 2019
ISSN 2411-4073 (online) and Business Studies Volume 5, Issue 2

Start-up companies are companies that have newly operated. Usualy, it isin the formof a Limited Liabiity Company which
hasthe kegalty ofatrading icense and taxID number (Wiayanto: 2018, p. 73-157). This company k estabished and in
the phase of development and research to find the right market (Wkipedia). The term "startup" became populr
nternationaly when many dot-com companies were founded. Thisstartup bushess is more synonymous wih bushesses
thathave ekements of technology, web, intemet, etc. Fromthis understanding, it can be seen that busness competiion i
notalays competition between large companies and smal companies. Infadt, it is the competition between ncumbents
who use Sustaining Innovation with new cumbent that use disruption nnovaton.

Disruptive nnovation takes place outsde the value networkof the establshed frms and introducesa different package of
attrbutes from the one mainstream customers historically value (De Steet 2015). This nnovation radicaly changes the
exstng busness model, competing with ncumbent competitors in the same market (Fang Wei 2015). Disruptive
Innovation: “a new competitor createsradical change in an existing industry, launching a new product or service, often wih
some distinctly novelfeaturesoran entirelydifferent busness model (Li Toh: 2016)Disruptive Innovation iskke an nvisble
enemy for ncumbent competitors. It came not through formal competition, ke advertisng on the biboard, or sales that
sel goods from door to door. This new competitor suddenly enters directly into consumer rooms through the hep of
Information Technobgy (IT), offering the same product in different ways (Kasak 2017). The consumers are served by
nimtable bushess diversfication. Rhenald Kasali cals a busness modelthat changeswith the termGreat Shifting (Kasalk
2018). Disruptive Innovation hasa disruptive effect notonly on the productsorsenices theycontrbute to the market but
ako chalenges forthe law enforcer n responding to this new scenario gobaly (Fang Wei 2015).

Toreview disruptive innovaton violates competition law ornot, it can be seen fromthe folowing things:

Fist: f ts seen from the side of moralty as the basis fornorms to measure legal standardsthen, morality can be dassi ied
into two groups, namely: (1) Objective moralty i a norm relating to al actions thatare good orevi, right or wrong, which
are putn the effort to defend Ife (the rightto lve s a human right). (2) Subjective morality is a moraity which sees actions
nfuenced by the knowledge and the background of the perpetratorsthat are related to good orbad intentions. From this
explanation, disruptive nnovation cannot necessarly be dassfied asa violaton of moral values because, in fact, t give's
a bot of benefis to the communty as consumers by providing more varied choices for consumers and convenience for
bushesses to enter the market (no entry bamer prncple) (Claassen: 2016). Therefore, phiosophicaly, disruptive
nnovaton does not volate the Competition Law. Second, jurdicaly normative, t has been regulated in the standard
legisation, in Indonesa, Law number5 of 1999 on the Prohbition of Monopolstic Practices and Unfar Competition.

A product nnovation both goodsand services become wrong, if it nfrnges provisons regarding: (1) prohbited actvitie s;
(2) agreementsthat are notpermited; and, (3) abuse of domnant postion. Forexample, predatorypricng, operation area,
oonspiing with otherbushess actors to intentionaly set up the prices of goodsand senvices (Law No 5 of 1999).

In addition to these three things, the busness compettion must not violate the princples of far bushess compettion, which
can be categorized into 2 (two), namely:

Unfair competition: this term s usualy used to indicate intentonalerrors to confuse consumers about the source of the
product (also known as mseading bushess practices).

Unfar trade practices: unfairtrade practices and al otherforms of unfair competition.

In Indonesi, the princples of unfair competition are: (a) competition must not be carried out dishonesty, ie., by mseading
or giving false information; (b) or unlawful acts, namely an legal act which damage anotherpartywhich is in accordane
with artice 1365 of the Indonesan CM Code; and (c) hhbiing bushess competition in an effort to prevent entry of
competitors nto the market (Nurhayati 2011). Busness communities and the government make agreementsorregulations
that obstruct the entry of competitors. As ke as the case of Aqua Vs Le Mnerak, through the Decson No 22/KPPU-
112016, KPPU decdes Tita Investama/TIV and Baina Agung Perkasa/BAP) are guity.

The tentative concuson from the above normanalysis is i there are nnovations that produce a new product and service,
there is no indication of those three prohiited things and do not violate the princple of unfair competiion; then those
nnovatons do not nfringe competiton law. Compettion s a relatiely simple concept. Ina perfectly competitive market,
there are a large number of buyers and selers with comprehensive information, producng homogenous goods and
senvices, and with no barriers to entryor exit to or from the market (Whish: 2012, p. 4). The market underideal competition
provides optimum alocative and productive efficency. Unfortunately, perfect competition and the resutant perfect market
are, forthe most part, fusons, never to occur in the realworld (Whish: 2012, p. 4).
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Therefore, when the nnovation presents a leap or chaos, the socal disorder wil occur. Norms are rules, provisons, order,
or rules thatare used as guidelnes, controling behavior (Jovernment and socety): According to Keken, legal norms wil
determine which are legaland legal (Keken: 2006, p. 4). Norms are realized to create ustice, certainty and expediency
(A: 2002, p. 82-84). Al of this is manifested in the formof publc order (Mertokusumo: 2004, p. 11). It meansa phenomenon
is consdered guity by law when it resuts in socal disorder. Thus, it & necessary to study further disruptive nnovaton,
whetherthis innovation disrupts sodal orderthrough the folowing discussion.

Fist, by answering the question of whether Disruptive Innovation is a kegal event or legal action? This s to determine
whether it should be measured by norms and legal conditions or not. "Legalfact" s an event in a socety that movesa
specfic legal regulation, so thatthe provisons contaned wil be realzed (Rahardjo: 2000, p. 35). Meanwhie, "egal acts"
are any human actions that give rise to rights and obligations (Soeroso: 2011, p. 292). Therefore, an hnovation that s
appled n socety i alegal act in alegal fact, because it provides various rights, oblgations and responsbites which are
fromthe applcation of a legal provison.

The definition of publc orderin varous regulations is an organized ffe as the reflection of no violations commited in pubic
plces against appicable regulations. Similar to the defniton mentioned before, Iredel Jenkins said that: order refers to
regularand determnate sequencesthat exhbited in the behaviorof distnct entities that are so related among themselves
as to constiute organized (Jenkns: 1980, p. 20). The vison of how socety establshes and maintains sodal order
determnes the way that one interprets the nature and roke of law within that order. Socolbgicaly, the Durkheimian state
thatlaw belongs to the normative system that facitates co-operation and makes i possble forcomplex soceties to exit
in astate of soidarity (Kurkchiyan: 2013).Otherwise, from the perspective of kegal aspect, Benamin Cordozo stated that:
Law s the expresson of a princple of orderto which men must conformin theirconduct and relation as member of socety
(Jenkins: 1980, p. 22). Based on various conceptions mentioned before, if the existence of disruptive nnovation does not
violate anylaw, t can be consdered that disruptive nnovation doesnotinfringe socal order.

Second, assgning disruptive nnovaton at the standard of the norm; what should happen, then innovation is something
that should happen. Communties cannot ive in a static state contnuousy. Naturaly, human ife in socety must change
and devebp. Therefore, nnovation s the right thing based on the standard of the norm. The issue of innovation is a
sustaining change orhas caused disruption to estabished bushess entities; it's just a matter of busness competition, not
a matter of norms. Kenneth Arrow even emphaszed that competiton is drving innovaton (Fang Wei 2016). Thus
nnovaton must be given space by the govemment through regulation rather than being restricted or prohiited (Messi:
2018). Nevertheless, Foran Baumann and Klaus Heine mentioned that if bushesses entties introduce innovation too
early, risks to consumers can occur atanytime (Baumann: 2012). Fromthis point, the emphasis on the need fornnovaton
regulations s more on the consequencesthat might endanger consumers, not on competition among bushess entties.

Third, i disruptive innovation cannotbe normatively accused, whatabout the consequences of its implementation againg
socal order? Disruptive innovation, in its outward form, has created chaos in the market system. Thus, based on this
oonventional view, disruptie innovation can be ustified as "unlawful adts" acoording to the law because t has"disrupted
the order"of the market. There are many facts of social confict arising from this new bushess model.

For exampke, is the Ar BnB bushess. It s nota hospitaity busness; it's only a busness which provide rooms for people
who need &. Then, this bushess doesnot require legal provisons regarding hospitalty. Also, it cannotbe mistaken legaly
forpeople who provide a place to take a rest. Another example is the electronic mal bushess, such as Bukalapak, Lazada,
Amazon etc. The same lecensng forconventional malks cannotbe appled to that bushess. Athough, in fact, there is the
competition thatoccurs in the same market (Regulation of Trade Minister No 70/M-DAG/PER/12/2013). This phenomenon
shows that there are differencesin the princples of how to do bushess. For this reason, the same law cannot be appled
necessariy.

The analysis needsto be aiticzed and reconstructed because disruptive nnovation is estabished from an idea that is
different from the logic of sustaning innovation, athough i cannot be said to be part of an opponent or contradiction.
Conceptualy, the idea is estabished by a completely dfferent way of thinking, even ff i is not contradictory. Thus, an
nnovative kegal ogic s needed in providing standardization of wrong ortrue of an nnovation.

Disruptive nnovation is a busness phenomenon that"disrupts' competition between new cumbent andincumbent but does
notinfringe any princples of competition law. Sti, the regulations on these issues are urgently needed. The impact of al
these technologies is unknown, even to a certain extent, it cannot be known. Disruptive innovation triggers a controversal
poltical response. Disruptive innovation affects estabished bushess models and setted socal norms. The focus rises in
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the community is the way to regulate nnovation. In the context of that uncertainty, the role of law, legisators, courts and
regulators s very important (Kolaczz 2019, p. 1-3). Aexandre de Streeland Pierre Larouche stated that enforcement of
competition law must adjust the methods in dealng with and protecting the nnovation process. The adjustments can be
made i the existng laws. The regulation must adjust to the lterature on innovation by directing a change fromstatic
efficency and price evolution towards dynamic effidency and innovation ncentives. The regulation also directs a shift in
emphasis fromthe market defniton against market behavior and the theoryof lawkessness (De Steet 2015, p. 7).

These innovations kead to the need of the reassessment on the effectiveness of the existng legal framework, and i i &
appropriate, the legalreforms wil be held. Law hasbeen defned byFuler as the enterprise of subjecting human condud
to the governance of rules (Fuler: 1969, p. 96), and taken further as the human attempt to establsh socal orderas a way
of regulating and managing human confict” (Beyleveld: 1986, p. 2). The latter definition it & suggested is particularly apt
forantitrust, particularly when itis pointed out thatcompetition law is attempting to combat “two ofthe most nnate prodivtie s
in human nature (Steuer: 2012, p. 543).

Lawtendsto regulate compettion in three ways. First, rules that authorize an ndependentnational competition insttution
(competition authorty) to regulate anticompettive bushess actities. Second, law enforcement for kegal subjects of
bushess entiies who are competing to obey the competition law. Third, the arimhalization of certan anticompettive
actities carried out by legal subgcts of bushess entities in unfar compettion. The three processes seemed to harm free
market. By areating a competition law and competition authorty, t is expected that the market can be free from the control
of certain parties and there is no unfair competition-

Identification and Evaluation of the Policies on Online Transportation Industry Management in Indonesia

Disruptive Innovation in Indonesa often appeareven hasentered into the free-market compettion. However, in this sub-
chapter, the focus of the discusson is on the govemment's efforts to regulate onine transportaton (Go Jek - Grab, and
Uber), which has kd to normatie conficts accompanied by rots between the ncumbent and new cumbent. This
phenomenon ako happens in varous other countries. On the other hand, kegisators and regulators are also competing
with time to ensure that the regulationscan keep up thisrapid market develbopment. This makes the legisature and regulator
get pressure from bushessmen and consumers to regulate or even prohbi the implementation of Disruptive Innovation
(Govemment Advocacy and Disruptive Innovations, Spedal Project Report Intemational Competition Network Annual
Conference, Sngapore 2016).

Legisators dealwih a difficut choice: ket the udge dedde according to current legisation, orissue new kegisation. Even
though both optionsare equaly specal, in fact, both optionsare overapping. Therefore, the legisiator et the judge impose
adecson based on the existing kegisiation. Afterthese new dynamic phenomenon can be understood comprehensively, a
bl can be arranged, orthe exsting kegisation can be amended.

European court of justice advocate generalMacej Szpunar ruled that uber may be innovative, but it fals wihin the field of
transportation. If upheld, the ruing would mean that uber would fal under national regulatons and would be requied to
obtain the necessary icences and authorizations. As the grown of uber, there are too manyeffortsto impose regulation the
numerous jurisdiction emplying a wide range of measures (Katz 2015, p. 1067).

The nextquestion thatarises is “should Disruptive Innovation in the field of onne transportation be specficaly regulated?”
There are two confictng ophions on this question. Government Advocacy and Disruptive Innovations, Specal Project
Report International Compettion Network Annual Conference summarizes the folowing reasons:

Disruptive Innovation needsto be regulated toaddresspubic problens. If traced back to the onine transportation ndustry,
there are non-compiance with existng laws and industry standards, nsuffident insurance and workerscompensation, lack
of industral relations arrangementsand regulation of prices. Forexample, Uber hasbeen accused by San Francisco and
Los Angeles district lawyers forgiving fake guaranteesto the pubic thatthe driver is safe. The accusation was revealed
when the driver's background check system faied to screen out sex offenders, thieves, kidnappers and murder convicts in
Calfornia.

Disruptive innovation needsto be spediically regulated for the sake of justice. Newcumbent companies compete the
ncumbents without obeyng the same standards and rukes, even without any rukes. For exampk, is the ncumbent taxi
company i Shgapore, which reveakd that the new cumbent taxi bookng applicaton should also meet the service
requirements as imposed on the ncumbent taxi company.
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New cumbent companies ako require legal certainty. This fact is expected to be able to define and valdate the existence
of therr identity that is definite, relevant and not burdensome. In Shgapore, Uber and Grab supported the steps of the
Shgapore Land Transport Authority to issue a regulation for the ridesharing platformindustry. New cumbents argue that
dear regulations are aiical to ncrease nvestor trust and avoid msmanagement of platforms that can threaten the
company’s reputation and credbity.

There is alo an ophion about Disruptive Innovation in onine transportation does not need to be specficaly regulated.
This opiion & based on the folowing reasons:

Regulationsimposed by the goverment are too high-cost, sow and rigid. On the otherhand, some peopk beleve that the
rapid growth of Disruptive Innovation reducesthe need for many regulations. Aiso, disruptive nnovation provides products
and senvices that are betterat serving consumer needs. Seff-regulation is a user ratng and onine review on the qualty of
products/services that can be a more effectie way to overcome the problems that arise n many digital platformbased
nnovatons rather than issuing laws. This statement arises because this busness reles heavly on user revews, where
negative reviews wil dramaticaly affectits popularity. According to Elnor Ostrom, govemment ntervention might hamper
progress ratherthan protect the partes.

Regulations do not alays act to maximize socal weffare. Regulationscan be winerabl to be implemented because they
furtheremphasize the interestsof the govemment rather than the pubicinterest. Incumbentsoften oppose new regulations
thatare high-cost because theyprovide barriers to the entryof new competitors and the development of new busnesses.

The Phippnes was the fist country to regulate uber on a nationalbasis; uber has urged other countres to use the
Phipphnes legisaton asamodel to create simlar nationwide kgisation (Aba: 2015).

The Indonesan government hasarranged onine taxis by issuing the Mnister for Transportation Regulation No 32 of 2016
(Peraturan Menteri Perhubungan/PM) on the organization of public motorized vehides transportation outsde the route
which then revised and replaced by the Mnister for Transportation Regulation No 26 of 2017 on the organization of publc
motorized vehides transportation outside the route.

This Mnister for Transportaton Regulation was proposed for judical revew at the Supreme Court. The Supreme Cout,
through its Decree No 37 PPHUM2017 decded to revoke 18 sections because these sections seem to nhbit the entryof
new cumbent and volate the people right to get a jobs (Indonesian Supreme Court Verdict No 37 P/IHUM2017). This
Mnister for Transportaton Regulation was then abokshed and replaced by the PM No 108 of 2017 on the organization of
pubic motorized vehides transportation outsde the route. This regulation is expected to be the kgal protection for onine
taxis orspecial rentaltransportation. This regulation is ako the revison of PM No 26 of 2017, which hasreceived material
testing fromthe Supreme Court.

The Ministry of Transportation hasissued a new regulation that regulatesspedal rental transportation oronine taxs. The
new regulatons are contained in the Mnisterial Regulation No 118 of 2018. This regulation revokes the rules on the
oblgation to instal stickers on onine taxi glass, the KEUR test obigation, the oblgation to have a vehide storage area and
the rules regarding onine taxi operatorsmust have atleast 5 vehides, suspend distrbution into several criera, ie., ight,
moderate, heavyand very heavy and the predetermned bwerimt rates and upperimi rates.

For taxbke, the govemment has arranged the b of specl regulation through the Mnistry of Transportation No 12 of
2019 on the SafetyProtection for Motorcyde Users for the Publc Interest. According to Djoko Setiowamo, this regulation
is appropriate because onine transportation isnot nduded in publc transportaton. However, thisregulation s discretionary
because onine transportation s not publc transportation; then, the Mnistry of Transportation hasno authorty to regulate
t.

For onlne transportation, the govemment hasregulated and divided the ower and upperimt rates nto 3 (three) zones n
the Mnistry for Transportation Decree of the Republc of Indonesia (KP) No 348 0f 2019 on Guidelnes for Cakulaton of
Motorbike Services by Applcation forthe Interest of the Community. Thus, the onine transportation ndustry in Indonesa
is currently legal.

The legaity of this onne transportation is regulated by the issuance of PM No. 118 of 2018 on the implementation of
specl rentaltransportation for onine taxs, and PM No. 12 of 2019 on the safety protection for motorcyce users i the
nterest of the communty foronlne transportation.
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Some Regulatons of the Minister for Transportation Regulation that wasonce appied and amended can be seen fromthe

folowing table:

Point

Type of
License

Licensor

The Minister for
Transportation
Regulton PMNo
32 0f20160nthe
organization of
publcmotorized
vehices
transportation
outside the route
Decree of permi to
carryout
transportation;
Statement of abiity
to fufithe
obigationtocarry
outthe
transportation in
accordance wih the
icense; and
supervison card
Director-Generalof
Land
Transportation

The Mister for
Transportation
Regulaton PMNo 26
0f2017 onthe
organization of pubic
motorized vehices
transportation outside
the route

same

Head of Jabodetabek
Transportation
ManagementAgency
(Badan Pengebla
Transportasi
Jabodetabek/BPTJ)
forthe area of
Jabodetabek
Governorfor the area
outside of
Jabodetabek (Jakarta
Bogor-Depok-
Tangerang-Bekas))
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The Minister for
Transportation
Regulaton PMNo
108 0f2017 on the
organization of
pubicmotorized
vehices
transportation
outside the route
same

Director-Generalof
Land
Transportation for
transport whose
operations exceed
provincalareas
except for
JabodetabekBPTJ
untuk Jabodetabek
Govemnorfor
transport whose
operating area
exceedsthe district
Regentfor
transportation
operating in one
district

The Miister for
Transportation
Regulaton PMNo 118
of2018onthe
organization of special
rentaltransportaton

The lcense consists
of:

Decree ofa permit for
the implementation of
Rental Transportation;
and

Service Standard
ElectronicCard

The operating icense
for SpecalRental
Transportation is
provided by:

Mister, for Specal
RentalTransportaton
whose operational
area exceeds 1 (one)
provincalarea and
which exceeds more
than 1 (one) provincial
area in the Jakarta,
Bogor, Depok,
Tangerang, Bekasi
area;and

The Governor for
SpecalRental
Transportation whose
area ofoperationisin
1 (one) province asa
deconcentration task.

The Minister for
Transportation
Regulaton PMNo
17 0f20190n the
organization of
specialrental
transportation

License for Special
Rental
Transportation
operation granted
bythe Mnisteris
signed by:
Director-Generalof
Land
Transportationon
behalf of the
Mnister, for
SpecalRental
Transportation
whose operational
area exceeds 1
(one)province,in
additontothe
Jakarta, Bogor,
Depok, Tangerang
and Bekasi
regions; and

Head of
Transportation
Management
Agency Jakarta,
Bogor, Depok,
Tangerang, and
Bekasion behaff of
the Minister, for
SpecalRental
Transportation
whose operational
area exceedsmore
than 1 (one)
province in the
Jakarta, Bogor,
Depok, Tangerang
and Bekasi
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regions.
Minimum have atleast5 have at least 5 (five) hasatleast5(five) Therearenospecal
Requrements  (five) vehickeswith vehices vehicesprovenby  provisons
evidenced by provenby STNKin the  Bookvehice

Vehice Regstraton  name of alkegalentty ~ owners
Number (STNK)on  and aletter of proof (BPKB) or STNKin

behalf of the passing periodic the name ofa legal

companyand a testing of motorized entityorcanbein

letter of proof of vehices the name ofan

passing the perodic individual

test of motorized forlegalenttiesin

vehice the formof

cooperatives

Driver empbydriverswho  Driving License (SIM)  Driving License Driving License (SIM)
License have adiver's according to (SIM)accordingto  according to

cense (SIM) Vehice cass Vehick cass Vehice cass

according to the

vehick class
Vehice use publccar PublcRental Thereareno Thereareno
capacty vehices Transportation of at provisons provisons

minimum of 1300cc  least 1,300 cc; Specal

Rental Transportaton

atleast 1,000 cc
KEUR(KIR)  Periodictestmarks  Periodictest marksfor  Proved byshowng Replaced by periodic

Perodictest  of the first motorized vehice's the icense maintenance books for
marksofthe  motorized vehice (KIR) are carried out motorized vehicesin
vehice (KIR) are carried byembossing accordance with the
outusihg tapping standards of Brand
Holder Agents (Agen
Pemegang Mere/
APM)

Pool permission to have/master the Same Thereareno
operate publc storage area of the provisons
transport mus hawe  vehice thatcan
a’pool’ accommodate the

number of vehicke s
owned.

Garage provide vehice provide vehice Same Thereareno
maintenance mainte nance facitie s provisons
facities (workshops) as
(workshop) proven  evidenced by
byownershp ownership documents
documentsor orcooperaton
cooperaton agreements with other
agreementswith parties
other parties
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TNKB/Tanda
Nomor
Kendaraan
(Motor
Vehice
Number)

equipped witha
vehice registraton
number with a color
base of the black
plate with white
writhg given
specialcode for
STNK provisions on
behalf of the
company
Supervision Supervision is
carried outat:

a. tourist attracton;
b. Roads;

c. Pace of
departure or pool;
and

d. transportation
stop

Supervision of
VehicesPublc
Motorized
Transportby Motor
Vehicke supervisors
ushg equipment
manualyand/or
electronicaly

The supervisors are
Cii Servant
Investigatorsin the
field of trafficand
road transport; and
/orIndonesan
National Polce
Officers.

Vehice
Registraton
Number
(STNK)
Provisions

STNK provisions on
behaf of the
company

Publc Motor Vehices
that have black
Motorized Vehice
Number (TNKB) are
onlyrentalvehices;
Specalrental
transportation
nomenciature to
accommodate onine
taxitransportation
servies.
Provisonsfor
supervison are
supplemented by the
oblgationto provide
digitaldashboard
accessto the Drector-
Generalof Hubdat and
the granting of
censesto administer
publctransport

Same

same

STNK n the name
of a kegalentityor
can be n the name
ofanindividualfor
alegalenttyin the
formofa
cooperative,

STNK provisionsin
the name oflegal
entities; STNK which
is stil on behafofan
indvidualremains
vaid untithe
expration
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Thereare no
provisions

Supervision of Special
RentalServices caried
out by motor vehice
supervisors carried out
ushg equipment
manualyand/or
electronicalyin
accordance with the
provsonsof the
kegisaton.
Supervision iscarried
outonthe Utban Area
road section, and
transportation stopsin
accordance with the
operating area.

The motorized vehice
supervisor, asreferred
to in paragraph (1)
incudes:

a.Cii Servant
Investigaton Officer in
the field oftrafficand
road transportation;
and/or

b. Repubicof
Indonesia National
Police Officer.
Thereare no
provisons
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Sanctions The censorgives  Director-General, Same Same
admiistrative Head of Agency, Admiistrative Type ofsanction
sanctions Governor, Regent, sanctionsincude: a. Writtenwarning;
Administrative orthe Mayorin a.writenwarning;  b. Suspension of
sanctionsin the accordance with his b. Administrative operating cense; and
formof: authority provides fines; ¢. Revocaton of
a.suspending admiistrative c. Suspending operating cense.
transport vehice sanctionsin motorized transport
survellance cards  accordance with the vehice surveilance
motorized; and same authority cards, and
b. Revocation of Administrative d. Revocation of
vehice survellance  sanctonsincude: vehice surveilane
cards a. wrttenwarning; cards
motorized. b. Admiistrative fines  motorized
c. Suspending transportation.
motorized transport
vehice surveilance
cards, and

d. Revocation of
vehice surveilance

cards
motorized
transportation.
Typesof Administrative Minor, moderate and Minor, moderate same
Violations violatonsand severe violations and severe
restoration volations
Rates paymentoftarifsin  Transportation rates the amount of tarff ~ The amount of Special
accordance wththe  are ksted on statedin the RentalTransportation
agreenment betveen  information information ratesisdetermned
service usersand technology-based technology based on the
transport applcations application with cakulation ofdrect
companies electronic costsand indirect
documentary costsandisisted in
evidence the applcation of
information technolo gy
accompanied by
electronicdocumentary
evidence

Table 2: Devebpment and Changesin the Regulation of Onlne Transportaton in Indonesia

From the table, the folowing points can be analyzed:

Fist, onlne transportation regulationswhich are regulated through the Minister of Transportaton Regulations (Permenhub)
from No 32/2006 to No 17/2019 have experienced signficant changes. In the intial regulation, onine transportaton wes
treated the same asconventional transportation in terms of permits, mnimum requirements forvehice capacty, KIR, pool,
garage etc. This regulation indicates that the government doesnot understand yet the existence of a new busness model
with a ridesharing pattem. Thus, this regulation cannot be obeyed byonine transportation busnesses. This problem then
led to several judical reviews.

Second, the next regulations stil indicate the same paradigm from the govemment n obserning onine transportaton
busness as ke as the other conventional transportation. This paradigm sti exits even though the govemment has
provided some easness by eimnating the provison of KEUR, pool, workshop, TNKB, ownershp of vehide registration
certificate. This regulation s different from the regulation made bythe Phippine government. On 8 May 2015, Departnent
of Transportation and Communication (DOTC) issued Department Order No. 2015-011,amending Department Order No.
97-1092 to promote mobity. Among the amendment isthe provison of the Transportation Network Vehide Senice (TNVS),
which refersto existing “ride-sharing” or“app-basedride-haiing” services ke Uberand Grab. TNVS is private vehides that
can operate ke PUV (generaloperatorsand are entiled to issue publc vehide license plates) and for kabity purposes
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are lkely to be treated aspublc transport. With the implementation of MC No 2018-016, the Phippies suffered a “supply
aiss,” where the ridng publc agonized either a lack of or an nsufficent supply of TNVS i the cty due to regulatory
restrictons. LTFRB announced on August 2018 that it would open 10,000 sbots for new TNVS franchises to address the
problems of sow bookings and higherfares, which TNCs have attrbuted to the lack of drivers (Mutiarin: 2019).

Third: the last regulaton, ie., PM No 118 0f2018 and revised by PM No 17 0f2019 on the organization of specal rental
transportation hasimplemented a more accommodating change against onine transportation by revokng many provisons
and requirements asin the previous regulation. The provisons such as the Mnimum Requirements for Vehide Capacty,
KEUR (replaced by regular maintenance booksas the guarantee for passenger safety), Pool, garage and othershave been
revoked.

Neverthekess, there are st some technical issues that could be obstackes, such asn Section 7 - 11 concemning the
Estabkhment of Operational Areas and Pubic Motor Vehide Needs Planning. This provison & contrary to Section 9 of
Law Number 5 of 1999 on the Prohbition of Monopolstic Practices and Unfair Competition:

Busness entties shal be prohbited fromentering into agreementswith ther busness compettors which have the purpose
of dviding marketing temitories or alocating the market for goodsand senvices, which potentialy causng monopolstic
practices and orunfaibusness competiion.

That poicy s detrimental because it violates the right consumer to choose. However, in the context of PM No. 118 of 2018,
the divison of temitory is regulated by the government based on Law No. 22 of 2009 on Road Traffic and Transportaton.
The technical problemis that what partis restriced? operationalzone and routesof the platform? This issue needsto be
studied and discussed more because the model of ride sharing based on onine transportation is difficutt to be subject by
physical "restrictions."

Furthermore, in Section 11 -20 PMNo 118 of 2018 concerning the SpecalRentalSenvices where the definition is explined
n artide 1:alegal entty ormicro bushess that organizes Specal RentalServices. In Section 11, subsection (1) Specal
RentalCompanies are required to have a icense to carry out the Spedal Rental Transportation and must be ncorporated
as (a). State-owned enterprises; (b). Regional owned enterprises; (c). Limted Liabity Company; or (d). Cooperatie.
(Section 12 subsection (1) and (2)).

This normbecomes difficult to be applied byonine transportation drivers who workpersonaly. These drivers run a busness
by rde-sharng with otherpeople on freelance based. The provisons forestabishing a kegalentity wi be both normative
and empiical problems. Therefore, this study recommends further research to formulate rules that are ideal for onine
transportation.

Conclusion
From the discussion above, the condusion can be observed as folow:

From the perspective of competition law, disruptive innovation can be conduded notto nfrnge competition law because:
Fist, the nnovation does notact thatare prohbited in competition law, namely (a) prohbted agreements; (b) prohbited
actities, and; (c) msuse of domnantpostons, which results in market control. Second, these innovations do not cause
unfar competition, so there are no unlawfulacts. Third, these nnovations are not opposed to publc order. In fact, disruptive
nnovaton is a legalfact and kegal action that usesa new platform that s different fromconventional busness modek.

Onine transportation is part of disruptive nnovation, which became a problem in many countries in the world. The
Indonesian govemment hastried to regulate disruptive nnovation for several times by issuing the Mnister of Transportaton
Regulation, which experienced caims of judical review. It s because the Indonesian govemment stil sees the onine
transportation bushess with a paradigmthat is equated with the conventionaltransportation busness. Nevertheless, in the
end, an accommodative regulatory format hasbeen formulated, where onlne transportaton isreferred to and equated wih
the term special rental transportation.

Recommendations

Disruptive nnovation s an nevitabity, it coukdnt rejected oravoided. Government shal support any bushess innovation
and ensure that these nnovation are not nfrnge law. Indonesan regulation on onlne transportation caimed as the best
regulaton n South East Asia, though its sti has weaknesses on provisons conceming areasand lkegal entity formed
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busness. These provison wil restric smal and medium enterprise to enter this bushess and contradict with sharing
economy concept.
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Abstract

One ofthe most spediic segments among the socakeconomic problems in the transtion period of the market
economy of Georgia is created by regulation of gambing (gambing bushess) and evaluation of ts effecton a
varous part of socety. Subsequently, the pecular “triangle” is formed - “bushess — socety — state” n which
each of themhasis interests, benefits and losses. One of the leading gambing bushesses in the country s
formed by the casho industry. The work deals with analysis and discusson of the roke of casno industry and its
importance in gambing bushess, objectie and subjective factors of ncrease and development of the segment,
effectsof its postive and negative nfuence on stakeholders, fiscal determnants, fnandaleconomic and socak
economic problems of the sub-sector, proper recommendations have been developed on the bass of the
theoretical and empirical analyss and concusons.

Keywords: casho industry; gambing bushess; gambing regulation; effectsand risks

1. Introduction

The voume of the market of casho industry is increasng globaly within the modem gambing bushess, the Gross
Gambing Yied (GGY) ofwhich reached 125 bilon US dolars in 2018 whie it consited of only 50 bilon dolars in 2001
(Statista, 2019). In general, casno bushess & considered one of the most dynamic growing segments of gambing
throughout the world.

Gambing wasstritly prohbited bythe legisation in soviet years of Georgian economy (the only exception was the bttery).
Fromthe beginning of the 90-esof the 20th century, along with transtion to market economy, the phenomenon of gambing
games appearedand consequently, the first operative cashos, the actiity of which was mainly spontaneous. As a result
of the creation of relevant system regulatory kegisaton and grow of economic actiity, their number, crculaton, fiscal
oontrbution, etc. 5 increasng, however, a number of problems related to socakpublc losses cause resuted from ther
actvties have been highlghted, which activates the necessity of development and implementation of a rational, balanced
and governmentaly acoeptable polcy. In general, gambing represents a specfic segment of the busness sector of the
oountry and of the economy as wel, with an ambivalent atttude towardst. Cashos, as the bushess entties, ceate a
certain value in the economy and at the same time, ther activity is related to certan socal losses. Also, the attitude of
different stakeholders towardsthis busness is quite nonhomogeneous. Namely, the govemment and bushess crdes are
more lkely to be infavorofi, than the wide layersof population; however, the mentioned approach isconsdered as general
and vares in different countries (Wilams, Rehm, Stevens, 2011, p. 7). Forexample, according to one of the pubic opinion
researches conducted in Georgia (2014), which aimed to measure the engagement of population n gambing, the absolute
majrity of the population (92% ) expressed negative ophnion about gambing busness, 63% of which consders i
appropriate to prohbitit and 29% - restriction by certain regulations (TI, 2015). It should be mentioned that the gambing
busness in socety ofanycountry, nduding the functioning of casho industry s consdered asone the problematic issues.
Georgia is no exception in this regard. One group of countries has solved this problem with a relatively rigid approacd —
banned the gambing bushess by legisation of the country, howeverin a numberof countries, the flexble regulations hawe
led to more orless development of this segment of the bushess.

2. Casino Industry’s Place in Cambling Business of the Country

Itis noteworthythat the differentmodels (princples) are approved in organizationakHunctional arangement of the gambing
busness (nduding the casno industry) in world practice. Namely, there are the generaland zonal approaches (Meyer,
Hayer, Grifths, 2009, p. 252). The princple of zonal arrangement imples concentration of the gamblng entties in pre-
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defined terrtorial imits, which was based on develbpment of perpheraland pre-selected areas. Asto the generalappmach
of arrangement of gamblng bushess, in this case, gambing bushess entiies can be estabished on any teriory of the
oountry, however, according to common practice, theyare created in the regions and municpalties where there is a high
demand forrelevant senvices, the toursmogistic nfrastructure is developed or certain preferentialterms are set. It should
be noted thatgamblng bushess of the modem stage in Georgia operatesin accordance with the latterapproach.

Garbing s represented n several types by Georgian legisation. Namely, the state regulation of gambing bushess i the
oountry is carried out bythe structural subdivision of the Mnistry of Fnance — Gambing Bushess Poicy Division, whie the
second lrgest structural unit— the Revenue Service issues the folowing permits in the folowing directions: 1. Arrangement
of casno, 2. Arrangement of the salon of sot machines, 3. Arangement of the gambing dub, 4. Arangement of
bookmakers, 5. Arangement of bttery, 6. Arangement of bingo, 7. Arangement of the promotional draw. It should be
mentioned thatamong the typesof gambing, the casho gamesare considered the most common and popular type together
with the sabn of sot machines (so-caled the sot-cub) and bookmakers. According to the offical state data, namely
acoording to the registry of gambing business pemits, there are 20 casnosoperating in the country, haff of which operates
in one of the most economicaly developed and nfrastructuraly growing region — Adjara (namely, in Batumj, 5 cashos —
i the capital (Tbis), the rest of the casnos — i other sef-goveming units (MOF, 2019). It is noteworthy that kegisation
alows to arrange the casno in a systemelectronic form (nternet platform) only f the organizer ownsa permt fora casno
(the standard permt is issued for a term of five years) forwhich no separate permt wil be issued. Furthermore, the casho
must have atleast seven gaming tables, nduding one gambing wheel(so-caled roulette).

It should be emphasized that the development of the casno industry n Georgia is supported bythe number of fundamental
factors and comparative advantages, nduding: 1. Casho bushess promoting kegisation (the relevant legisation of the
oountry cearly defines the amangement of the casho entties, issues related to issuing permts and operation); 2. Mnimal
restrictive and hindering regulations (related to zonal arrangement, advertisng, onine games, etc.); 3. Prohbitions and/or
restrictons in neighboring countries regarding the gambing bushess (casno bushess in those countries is prohbited by
law, such as Turkey and Azerbajan, oris characterized by stri¢ admnistration and imposed restrictions, for example,
Russan Federation). It should be noted that the casno busness in fuly or partaly prohbited n not neighboring but
surrounding countries, such as Israel, Iran, Saudi Arabia, Kazakhstan, Tajkistan and other countries (WCD, 2019); 4.
Increasng trends n tourism development (the casno bushess generates so-caled "extra” tourism, attracting addtonal
tourism fows and ensures chain generaton of revenues in tourism industry, especaly in high-cass hotel segment); 5.
Lberalvisa poley (the visa-free regime with a number of countries and visa bberalzation sgnfficantly facitates access to
gambing of relevant streams); 6. Attractive investment envionment (which generatesadditionalstimulus for devebopment
of gambing bushess nfrastructure and making the investors of relevant profie nterested n the issue).

3. Positive and Negative Effects of the Casino Industry

In order to be able to identify the role and importance of casno bushess as a spedfic segment of bushess sector, t is
necessary to make systematic analyss of al postive and negative impacts on the mentioned busness(Zheng, Wan, 2014,
pp. 11-12). In thisregard, postive effects can be attrbuted to the folowing: general economic, nvestment, fiscal, social,
toursm supporting and chain (muttpication) effect. Thus, the postive effect generated fromthe casno bushess can be
both - shorttermand long-term. Establshment of the bushess entity can be consdered as the short-term effedt, or the
resuls related to inital nvestment, whie the bng-term one imples multiple economic effedts related to its subsequent
operation (forexample, payment of taxes, employment growth, re-nvestment, stimulation of other sectors, etc.).

The generaleconomceffectimples thatthe casno, asone of the majorand atthe same time, specfic segmentof gambing
bushess, createsspedfic value in the economyof the country, region or municpaity and supportsincrease of the economic
actvty of the adjacent sectors and sub-sectors (we mean the totaltourism industry).

The nvestment effect is the primary among the casho bushess effedts, snce the casho industry is one of the most
important nvestment niches forinvestors. For exampke, the casno s one of the most profitable components of the hotel
busness and it &5 consdered as the motive power of attractng investments in mentoned segment, however the casho
nvestment can be carried outapart fromthe hotelcomplex aswel. Thus, anytype of such investment creates the favorable
conditions for the growth of value of propertyassets in the respective area.

The fiscal effect of the casho bushess can be explained byits contrbution to budget revenues. Namely, the mentioned
entities are payng different taxes, which carry out formation of the budget of althree levels by different proportions. More
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specfically, diferentfeesof casho bushness and propertytaxes are generating the local budgets, the income tax paid by
them - the budgetsof the autonomousrepubics, whie the profi/ncome tax — state budget.

The socal effectis manffested by the fact, that the casno busness enties create the new jobs, whie in case of expansion
- ncrease the areated jobs. The mentioned segment is one of the kading fields against the background of the transtion
economy of low actity according to the number of long-term jobs and amount of average monthlysalary.

The casno bushess is an important stimulus in the tourism industry. Forexample, in most cases, the casnos are providing
their permanent dients with free accommodation in the hotels, which is very important forthe accommodation facities (we
mean the high-dass hotels with casho components), especaly for overcoming the problem of seasonalty. Research of
the market of vistors on al four seasons of the year, held in the border region of high tourlsm potential - Adjara, i an
ndirect proof of above said, according to which the aim of 12-13% of the interrogated tourists during the “non-seasonal’
perod (I and IV quarters / auturn — winter) was gambing, unike the period, overoaded by the foreign tourists — 7-9% (
and Il quarters/ spring-summer) (DTRA, 2016), which emphasizes the fact that the contrbution of the attracted tourists by
the service of casnos operating in hotelsis significant in lbading hotek, especaly during the non-seasonal (autumn-winten
period from the touristic pont of view. The contrbution of the vistors attracted by the senvice of casnos operating in the
hotels is ako very important, which in tumn, create preconditions for formaton of gambing tourism.

Aongsde with the abovementioned effects, the multiplcation role of casno bushess is of no less importance. Forexanpk,
casnos are mainly providing ther permanentand main dients with food and beveragesfree of charge, by which theyare
stimulating the local economy by spending considerable sums in local trading centers. Thus, the attraction of vistors by
casho bushess facitates development of transport, restaurant, communication, fnandal and other services, as wel as
upgrading of relevant standards.

Despite the postive impact of the casho bushess on devebpment of the economy, i is important to dentify and
systematize the negative effectscaused by t in orderto avoid the varous disproportions and publc-socal bsses. One can
underine the folowing fromthe negative effects: socal losses, effect of substtution, effect of eakage and other concomtant
risks. According to the researches carried out abroad i this direction, the public-socal bsses caused by the gambing
busness is of non-homogenousnature, namely: addiction to gamblng (problem gambing), alenation of the person, growth
i healh expendiure, accumulaton of debt, promotion of crimnal background, engagement of winerable groups, etc
(Reth, 2006, pp. 42-63). Furthermore, problemgambing is nduded i the st of American Psychiatric Assodation asan
ndependent nosological unit (APA, 2018). The effect of substitution imples the potential losses, which occur from bosng
money by person in gambling, as he could use the mentioned sum for personal consumer expenditures or invest in a
relatiely stable actiity orassets. As forthe so-caled effect of keakage, itis related to the probabity that a person may not
spend the sum won in gambing in local economy and carry out its repatration or take abroad. This case may be
characterzed within the terms of high actity of non-resdent vistors. The possbity of risks assocated wih money
laundering can also be consdered as a negative effect of the casno busiess (especaly of its arrangement i system-
electronic form), etc.

4. Quantitative Indicators of the Casino Industry

Assessment and analyss of the gambing busness segment may be carried out by quantiative ndicators along with
qualtative ones. The system of quantitative criteria must indude al potential indicators, the cakulation is carried out by
measurable indicators used at different levels of state governance.

As it is known, the role and sgnificance of any sector of the economy of the country can be assessed by spedfic weight of
the additonalvalue in totaladditonalvalue created bythe mentioned sector. Use of thisapproach in relation to the gambling
busness did not alow for statistical obviousness due to the fact that, by statistical approach, namely according to the
nationaldassfier ofthe typesofeconomic actiities, the gambing bushess was not considered at the separate sub-sector
of the economy (it was induded n the sub-section of “other utiity, socal and personalservice renderng”), which unike the
other sectors, complcated the direct measurement of the quantitative contrbution of this segment of the bushess.
According to the new version of dassfication, which is dose to the methodobgical approachesof Eurostat and UNSTAT,
gambing bushess was separated asdassfication unit (section R—art, entertanment and relax, department 92— gambing
actities), which alows usto measure the ndivdual indicators of gambing bushess in relation to the overal volume of
busness sector, for example, the annualtumnover of R-section of 2017, 95% of which comes on gambing (gambing
busness), amounted to 6 176,6 mllon GEL, which is 8,6% of the overal tumover of the busness sector (GEOSTAT,
2018, p. 133). If we take into account the dominant role of gambing in given sector (6 050,1 miion GEL), t tumsout that
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at about 8% of the overal tumover of bushess sector comes on the very gambing, the keading direction of which s the
casho bushess.

Abng with the statistical approach, analyss and assessment of the fnancal determnantsof casno bushess is of no less
importance. Namely, according to the applcable kgisaton of the country, the gambing companies, n particular, the
cashos are payng charges, taxes and fines i favor of the state (central, autonomous repubics and local budgets). For
example, the sums received i the form of charge forgambling bushess in 7 major sef-governing units amounted 24% of
budgetrevenuesin 2014 (Tl, p. 8-9). It should be mentioned that the casho busiess is represented bythe highest spedfic
weightin budget revenuesgenerated fromcasho busness. This can be lustrated by the example of sef-goveming Batumi
cty, the gambing busness chargesreceived from the cashos in the budget of amounted 17736.7 miion GEL in 2016,
which i 80% more than overal charges of the gambing busness, whie the fiscal contrbution of the gambing busness
fled the municpal budgetwith 17.5% in the same year (BM, 2016, p.3,17).

Casho chargesare of two types: one-time (annual)and mutple (quarterly). The one-time permtt charge is paid by a casho
permt seeker company and ts amount s differentiated according to territorial signs (basic —5 miion  GEL, bwered — 250
thousand and 100 thousand GEL and zero rate — n ndividual municpaltes). The mutple permt charge is paid by the
casho acoording to the gambing tables (from 20 to 40 thousand GEL pertable / the bocalcound is determhing the amount
of charge wthin the mentioned scope). In case of the salon of sot machines, the sot-dub arangementand sot machine
charge ik added to the above mentioned charges. As for the tax obigations of casho, as the subject to taxation, t &
regulated by the generaltax kegisation, according to which the casnos are taxed wih almost al taxes, except for
exceptons. Namely, the tax and permit kegisation of Georgia forcasno busness provides the folowing benefis: from the
oblgation of withholding of the ncome taxat source —in the part of the profit tax received from casno gambing; from value
added tax—senvice providing by means of lottery, gambing and lucrative games, nduding casho gambing service. From
the permt and priieges, release of casnos from casno arangement permi charge on the temitories of hotels of 80 and
100 rooms in separate municpalties during ten years fromissuing casno arrangementpermtsis realy worth mentoning.
As wel as the person, holding the permit for arranging the casho i the capital is exempted from oblgation to pay the
relevant permit charges forarranging no more than three gambing cubs on anyterriory of the country. As forthe financal
sancton, it s paid by casnos in the formof fne in case of unauthorized actiity or non-complance with permt conditions.

It should be also spedfied: the factthat 75% of casnos are territorialy comprised in two major and economicaly developed
cties of the country (Tbiisi and Batum), underines that the “geographical’ distrbution and bading of cashos are manly
oonditioned by the folowing factors rather than the permit-tax priieges or other types of priieges: 1. Location of the
gambing busness enttty; 2. Level of economic activity; 3. Tourism potential adoption level, 4. Wel organized bgistic
nfrastructure; 5. Urbanization level; 6. The numberof population.

One of the most important quantitative indicators for functioning of casno bushess is to divide the gamblrs into local
(resdent) and foreign (non-resident) gamblers, which on the one hand, underinesaddiction of the local population to smiar
type of gambing and the peculiar (gambing) interest of the foreign gamblers in given country on the otherhand. Fromthis
pointofview, it should be mentioned that Batumi the cty rich in cashos (n which 50% of cashos are operating), 81% of
casho vistors come on the foreign gamblers, whie 19% are the ocalgamblers (MOFEA, 2019). As forthe age mit of the
person (gambler) alowed to gamble in casno, which is consdered asone of the ndicators for regulation of casho actities
—1it is 21years (n case ofthe salon of sot machines - 18 years). In this regard, the experience of the world “flag-officer’,
such as Macau & quite interesting, where the age imt of gamblers s diferentiated and s much higherfor local subjcts
(for ther protection) than for non-resdents (WCN, 2018).

5. Conclusion

Thus, according to al above mentioned, the state must have the long-term stable vison towards the given segment of
bushess sector, rather than the short-termone, which should be based on creation of the predictable envionment for
casnos on the one hand and on the other hand, what is more important for its ctzens, development of mechanisms for
maximal protection of ts dtizens - the sodal capital of the country, as wel as diverson from gambing. For this purpose,
we consder i appropriate to carry out the folowing measures:

1.Close and crystaline cooperation betweenthe state and the casho sector;

2. The in-depth studyof the effects of the casno busness (benefis) and anti-effects(risks) by the state;
3. Analysis of the best foreign experiences and practices of casno busness operation;

4. Differentiation of age Imits of local and foreign players;
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5. Introduction of a permit card system based on perodic payments;

6. Study of the expediency of so-caled zonal arrangement-ayout of casnos;
7. Targeted and reasonable imtation of casho advertisng;

8. Strict regulation of onine casho games;

9. Formation and management of unfied base of casno players (registry);
10. Deepening and improving statistical analyss of casno bushess.
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Abstract

The purpose of thisstudyis to nvestigate whetherthisknd of nnovative service was successful in al developing
countries. Prior to the ntroduction and implementation of M-Pesa, people used a varety of formal and informal
channels to save orsend money to others. Itis supposed that through mobie money technolbogy, the populaton
currently out of the reach of fnancal services wil be integrated as formal players into the market and that
informal ways of transferring money wil be reduced (Jenkins, 2008). Financal induson i an ksue that has
gathered a bt of attention among polcymakers and researchersand is referred to asa process that guarantees
ease on access, avaiabity and ako the usage of banking services for al householers of a country (Sarma,
2010). Without doubt, the introducton of M-Pesa in Kenya has deeply changed the way through which
transactions ocour. Based on the review of the lkerature but ako the case-studieson the applcation of M-Pesain
Abania and other countries, atthe end of the paperwe give some important concusons.

Keywords: M-Pesa, mobie money, deveboping countries, case-study, Kenya, Eastem Europe

Introduction

In the last decade, the mobie market has been one ofthe most rapidly-growing markets n the world and continuesto grow
fast. Some beleve thatthis s just the beginning of data capabities utizaton n ther mobie devices. Mobie technobgyis
transforming the means through which economic activity s organzed and directed, t greatly affects the wayusers interact
with each other and s responsble for causng externaities for the economic actities that users conduct (Gruber
&Koutroumpis, 2010). M-Pesa’ s an electronic money transfer product that enablesusers to store value n the SIM cards
of thermobie phone. M-Pesais a mobie account, in the formof electronic currency that can be used for mutiple purposes
nduding transfers to other users, payments forgoodsand services, and converson to and fromcash.

Mobie money senices are being deployed rapidly across emerging markets as a key toolto further the goal of financal
ncuson.(Lal &Sachdev, 2015). Akey component moble money senvices share, is therr abity to ensure fnandal indusion
and coverage for the poorest and others inhabiting remote, deprived rural areas (LaSachdev, 2015; Gruber
&Koutroumpis, 2010; Bresnahan&Trajenberg, 1995). Mobie Moneyis a service which by usng mobie device offersaccess
to fnandal senices such as payments for goods, senvices, and bis, espedaly to the unbanked population (Dahberg et
al, 2007). This technobgy, as being easy to use by people that have never been in touch with fnandal senvices, creates
new opportunities to improve their ivelhood. With mobie payment modek, people can transfer fundsto others, pay bis
fromtheir phone (Mbogo, 2010) andnotby waking for days to pay them (in some rural areas of different countries this sti
happens), theycan even depost money and in some cases receive interest. Actualy, these kinds of services are notnew
and have been offered earler by others. This is why a darification of the difference between Mobie Money and Mobie
Banking s necessary. According to Porteous(2006), mobie payments are “financal transactions undertaken usng mobie

M-Pesa is SMS-based money transfer system, where M stands for Mobile and Pesa means money in KiSwahii(Chigada
&Hirschfelder,2017)
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device such as amobie phone” (p. 3); meanwhie mpayment i is nduded in mobie bankig, but it offers a broaderrange
of banking services, so the mobie phone technologyis used as a delvery channelforbanking senvices. Anotherdifferene
between these two technobgies is the distrbution channel (Jenkns, 2008). By distrbution channels, we understand the
agents, which ply a vital roke in mobie money weHunctioning because they make it more easly accessble.

Emerging economies are more kely to use MPesa because they are mainly cash-dependentand almostal ther ctzens
possess amobie phone (Castri2013).

The main reasons MPesa successes are: first, the widespread adoption of mobie phonesinduding developing countries
(Dermish et. al,, 2012); and second, due to the low penetration of fnandal services in developing and poor economies
especaly i rural areas.

However, this study shows that MPesa is a strategy that does not work in al developing countries. Factors such as the
sze of the country, the development of the banking sector or banking electronic senvices, competition between operators
geographicaldistances, the predispostion of regulatory entities to supportan nnovation n the fnandal system and more
should be taken into account during the M-Pesa feasbity studyin a developing country.

Countries' Case-Studies
Everything startswith Kenya

MPesa was unched n Kenya 2007 as an atemative to estabished commercal bankng senvices wih the view of
providing formal fnandal services to the unbanked’ population (Onsongo,2017). In 2011, more than 14 milion Kenyans
had an M-Pesa acoount usng services provided to them by Safaricom. With ts rapid growth, the interest of busnesses
was great, a significant numberbegan to adopt this service, by alowing their dients to perform different activties via mobie
(Kendal, Maurer, Machoka, &Venird, 2011). Ittumed out M-Pesa was a great success in Kenya, though is replcabity in
other countries &5 questionable because it appears that Kenya had an appropriate envionment for such a success.
Environmental factors in Kenya were crucal because theyset the scene fora successful development (Heyer& Mas, 2009),
ako the service desgn featuresserved asfacitators forthe rapid adopton of M-Pesa (Mas &Morawczynski, 2009). Another
factorwas the Safaricom's execution strategy (Mas &gweno, 2010). MPesa’s success in Kenya can be attrbuted to the
favourable market conditions and to a presence of unmet needs(Heyer& Mas, 2009). Some of these enabing conditions
were: demand for domestic remittances, a banking regulator that permited Safaricom to experiment, poor quaity of
atemative finandal senvices and the fact that Safaricom was the leader of mobie operators'market.

MPesa diffusionin other countries

In fact, mobie banking services have been launched ako in other countries, ke Afghanistan, Mexico, Thaiand, and Sudan
n 2008; Cobrbia, Rwanda, Ugandaand Tanzania n 2009; India n 2011; and Eastern Europe in 2014; butnot alof them
were as successful asKenya's case (FloressRoux & Mariscal, 2011). MPesa hasthe capabity to take advantage of the
economies of scale, fromthe demand forremittances to the support frombanking regulator (Heyer& Mas, 2009). Actualy,
MPesa iseff can be used asa benchmark for other mobie money launches and operations. Aimost every new mobie
money operator hastried to emulate the success that Safaricom achieved.

Sub-Saharan Afrca was a perfect envionment for the growth of mobie money industry (Hinz, 2014). The main reason was
the large number of unbanked populations, the existence of many barreers for an ndiidual to access formal insttutons
and a welestabkhed market of mobie phones. However, these types of ntiaties didn' folow the same path outside of
Africa. First ofal,  must be stated that mobie money services did not have a strong appealto the majority of developed
oountries (World Bank, 2014). These countries do not have the same problems as the developing ones, and they mght
find the same senvices that mobie money platforms offerin otherareadyexisting providers. Citzens of developed nations
afready have access to fnandal services; they dont sufferfrom finandal exduson and are massive users of credi cards,
which provide more than what M-Pesa’s implementers have promised in developing countries. In addition, many beleve
that platforms such as M-Pesa wont ever reach the United States or Western Europe. Due to the lack of mobie banking
exstence i Eastern Europe, which s known forits cash dependence(Hnz2014), Vodafone, after a market analysis,
deaded to implement M-Pesa in Romania, aimng to reach about 7 mion customers (The Economist Inteligence Unt,
2014), and afterin Abania. In Apri 2015, the CentralBankof Abania approved and issued the fcense for electronic money
senvice to Vodafone M-Pesa, being the second in Europe to do so.

MPesa, most recently
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Vodafone marks the 10th anniversary of MPesa as the world’s leading mobie money service provider. During 2018were
processed a record of 1200 M-Pesa transactions/second. Vodafone now offersM-Pesa services mainly in Asa and Africa
in devebping countries such as: The Democratic Republc of Congo, Egypt, Ghana, India, Kenya, Lesotho, Mozambique,
Romani and Tanzania. As of the end of December 2018, M-Pesa served almost 33.4 miion active customers through a
networkof more than 206.940 agents.

M-Pesa Global Presence M-Pesa Global Presence
YEAR: 2016 YEAR: 2019
Romania a
Albania ™ Afghanistan A}( Afghanistan
Egypt | § v Egypt R
Ghana | Kenya o Ghana | Kenya  *.
Democratic Republic of Congo Democratic Republic of Congo
Tanzania Tanzania
Lesotho 2 Mozambique Lesotho o Mozambique

Despite the postive statistics from year to year, notal developing countries succeeded n implementng M-Pesa. The fad
is that MPesa hasto date never been able to dupicate the success it enjoys in Kenya, where it launched in 2007 and
todayhasmore than 15msubscrbers who transactas much as 60% of the country's GDP over the mobie platform. There
are two reasons for this. Fistly M-Pesa's parent Safaricom, a mobie operator partly owned by Vodafone, has quas-
monopoly status in the Kenyan market. And secondly, M-Pesa was quick to establsh a huge agent network, mostly mom
and pop shops, where subscrbers could easly cash in or out. No European countryis kely to offerup this perfect storm
of conditions, so Vodafone’sM-Pesa had betterprepare foranuphi batte (EUI, 2014).

During 2017 both countriesin Eastem Europe abandoned thisservice as a resutt of the faiure to meet the target objectives.
The same had happened with South Africa on 2016. Vodacom, the provider of M-Pesa dedared the service interruption
due to faiure to reach the target number of customers. In si years fromthe launch, M-Pesa has only 76,000 active users
faraway fromthe target of 10 mion (BBC Africa Bushess Report, 2016).

Vodafone Romania, the second operator in the domestic market, decded to finish this service after "detaied assessment
of ts evolution". According to the Mnistry of Finance, "Vodafone Romania MPayments, the branch managing M-Pesa at
oountry kevel, sufferedaloss of EUR 2.5 miion (Romania Insder, 2017.) One of the main reasons was competition with
Romani's Orange operator, who had prevously been mobized with mobie money in other countries and has afready
oonducted remttances creulation with different countries (Riecke, 2014).

On July 2017, Vodafone announced that it would termnate the M-Pesa senvice forther 250,000 customers (Monitor, 2017).
The reason was never dedared offidaly. Based on the authors'searches some of the causes M-Pesa faied in Abania
were:1)the existence and weHunctioning of the domestic fnancal system as wel as electronic payments, before the M-
Pesa was nvoled i the services market; 2) the technology used for M-Pesa, (USSD),was old, unike what Abanian
operatorsoffer, which are constantly upgraded and modemized and the same can be said for mobie devices; 3) the size
of the country avoids the necessty to use MPesa forpayments or other money transfers within the country; 4) emigrant
remttances i recentyears have been unsatisfactory compared to the expedtations; 5)the cuture and fnancal lteracy.

Conclusions

When revishg current findings and latest studies, it was interesting to analyse the process of MPesa’s diffuson. Findings
fromKenya's case were analysed and compared with other countries. Thus, t could serve as a reminder thateven in simiar
envionments and settings to those where mobie money senvices are implemented, notalways stuations show success.
Mobie payments senvices such as MPesa have been most successful in economes with fragie institutonal structures,
nduding weakbanking systems.
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The great success of MPesa in some of the not much developed or stil in development African countries, was not to be
oonsidered an assurance forits success in Abania. On the contrary, the faiure to succeed in another European county
such as Romani, almost at the same time, should be the confrmation that the country specfic development conditons
phy a cucal roke. Let's notforget South Africa, which interrupted M-Pesa, whie many states around it continue to use it
successfuly.

Condusiely, the difuson of Information and Communication Technologies has been proven to be a complex process that
can ako be viewed from four country-level aspects: economy, culture, technolbogy, and poliics. When spediicaly, analyshg
Mobie Money diffuson, the main factors that influence were shown to be: regulation envionment, existing aternatives,
celular market landscape and service providers' market share.
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Fiscal Policy Challenges for Countries that Join the EU

lida Kadrimi (Blaceri)
Artur Ribaj

Abstract

The choice of fiscal polcy s one of the most controversal issues of the role of government n a country's social
and economi ffe, notonly by economists, but by a wider range of people. Thisartide wil discuss some of the
issues on which the fiscal poicy debate remainsopen. The analysis wil focus on both the theoreticalapproach
and the roke that fiscal policy hasplayed in ourcountry, going further on some suggestions forthe future. It wi
ako analyze the status of fiscal poicy in Abania seen in the context of fiscal sustainabity. It wil address the
role that fiscal polcy plays in socal issues and the role of poltics in the choice of fiscal polcy. In a country with
high level of poverty and an economy that requires large investments, the choice of fiscal poices i a
ocontroversial issue. This issue wil focus on ther impact on the economy of our country. The artide concudes
with concusions and recommendations.

Keywords: Fiscal polcy, Economy, Tax, Fiscal evason.

Introduction

Fiscal policy & the use of govemment spending and taxes that affect economic actiity. Fiscal poicy s a very important
topicin world Iterature. But ako a difficut chalenge fordifferent countries, due to the competitieness of the countriesthat
have each otherto attract foreign nvestment. But this chalenge remains even more difficut for countries aiming to move
towardsthe EU. Given the fact that Abania hasbeen nvoled i the integration plansin recentdecadesand we are fadng
some diemmas.

On one hand we aim forthe EU butthiswil necessarly lead to fiscal polcy approximation, notthat we are directly asked
for leverage or something ke that, butit looks ke the chalengeswi be the same, the need to raise revenue wil be the
same, and we ako have a set of boundariesthat wil necessariy affect the different tarifs.

On the otherhand,we aim for more foreign investment. But given this, we know very wel that the biggest investors in our
oonthent, butako very important in the world, are some of the EU countries. And as we are algning polides with them
fiscal policy necessarly needsto be aigned with those of European Union countries.

Fiscal polcy itsef hasseveral goals, such as: to reduce the impact of economic cydes on economic growth, n emplyment,
andto assist in its growth in orderto provide a higherlevel of emplyment.

Fiscal policy relates to government actions to change the compostion of pubic revenuesand expendiures, with the aim of
managing aggregate demand to mantain sustaned economic growth with relatiely high empbyment, no iflation
generation, no narease n publc debtand. a satisfactory balance of payments. When the govemment i in charge of fiscal
polcy, it preimnarily evaluatesa large numberof factorshduding the performance of keyeconomic and fnandal varable s
and indicators, due to theirimpact on the amount of tax revenue colected to meet the fnancng needs of gove mment
programs.

The discusson surrounding the impact of fiscal polcy on economic growth is very rekevant, as the development of
appropriate fiscal instruments leads to continuous and sustained economic growth. The purpose of this paperis therefore
to analyze the relevance of fiscal policy to economic growth i the case of a smal country with an open and developng
economy - Abani.
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Methodology

The methodobgy i selected in accordance with the purpose of the study and incudes various ways and instruments for
oolectng the necessary nformation. A methodologyconssting of a combnation of primary and secondarydata wasused
to carry outthis study. A considerable partofthe secondary data is provided through the use of electronic braries. The
theoretical review is based on the legisiation on the fiscal policy system. Information fromvarious lteratures hasalso served
forthis study.

The Qualtative Method, through which we provide understanding and darficaton of case studies, research objcts, from
ahistorical and phiosophical perspective, gatherng data and nformation for the purpose of comparing cases or based on
asnglke case study.

The Quanttative Method is used forthe processng of which we rely on numerical data that are commonly presented i the
form of statistics.

The methodobgyand methodswhich are used are:

1. Deduction - this method enables us to achieve research goak, starting with the generaland reaching the intended
target, namely the particular. In this case, the functioning of the value added tax, which is applled in most countries of the
world in general hasbeen studied and analyzed and the focushas been on fiscal poicy analysis.

2. Desaptive - here we have colected various materials and reports that deal with the study of taxes n generaland n
particular value the added taxin Abania. In this case, iterature hasbeen used by various ntemal and extemal authors
reports, studies by various agendees, and research pubkshed by organizations deaing with studies in this field. The design
of this study s based on the folowing: Ushg bcal publcations data fromthe: Ministry of Economy and Finance, Economic
and Fiscal Cound, CentralBank

3. Comparative analysis - the materiak used in this paperhave been analyzed and compared with each otherin orderto
be asobjective as possble in the research.

4. Econometric model - is used to test the factors that affect i.

Hypothesis

"Reducing tax evasion is a key factor for the country's economic growth"

The hypothesis is an assertion expressed as a statement. The hypothesis should be consdered as the formal verson of
the researcher's conjecture, which then he subjects this hypothesis to a conplcated and detaied testing procedure, known
as Hypothesis Testing. The hypothesis may predict a diection orexpress an acceptable relationshp between variables.

Whatare known as basc orneutralhypothesesare very common, one case it mght be "the average grade of a universty
dependson the average grade of high school", thisis not true atal, there sno relation between the two partsof hypothesis
In this case the hypothesis s caled nul. The nul hypothess tels us that there is no correlation, whether smiarity or
difference between the subjectsbeing compared.

Fiscal Politic

“... Itisimportant to have the right monetarypolcy, but even more important is to have the right fiscal policy (Warren Buffetf)
because fiscal poley is expressed and based on relevant fnancal laws and consists of government intervention to meet
the costs of the govemment through the admiistration of the revenue colected through the fiscal system. A typical and
quite imting problem that govemmentsface in this area is fiscal evason.

Fiscal revenue is the main source of revenue for a state. Fiscal poicy hasthe nitial objective of guaranteeing mnimal
budget revenues. But once the fnandalsustanabity of the state isguaranteed, the state sets other fiscal poicy objectives.

The great thing about fiscal polcy is thatit has a diect impact and does not require you to tie the hands of future
polcymakers! (Paul Krugman). Typicaly, there are two distinct and opposig atttudesin the area of fiscal policy, both of
which depend on poitical options and each hasits own mtatons. On the one hand, we have a fiscal poicy that reles on
relatiely high fiscal burden on large ncomes, thusfavoring a redistrbution ofincome to socety; ts downsde les in imiting
the cash thatthe "rich" can spend on investment, and this, in tum, imits economic growth. On the otherhand, we hawe a
uniformfiscal oblgation, or "flat tax', that preserves nvestment, but with potentialnegative consequenceson consumption,
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namely the mddle and poordasses, which make up the vast majority of consumers. The decrease in disposable income
affects the reduction of demand in the market and consequently there is a restricton on supply and consequently on
production, nvestment and economic growth itseff.

Tax evasion

The meaning of the term tax evason, acoording to the sdence of fnance, relates to al actons intended to reduc or
elmnate the fiscal contrbution to the state coffersby ctizens orentites, in violation of spediic fiscal provisons and norms
Tax evason i the non-payment of tax labities arisng from the law. Taxevason has a devastatng effect on the fiscal
polcy ofthe government causng the State a smal loss from s fiscal revenue.

Taxevason is possble through severalactions that take place in very different stuations:

-performng sales operationsorsenices withoutissuing a regularinvoice forthe action taken against the ctizen / consumer
(so-caled "black" sakes);

- compiation of fake dedarations of income resulting from nadequate or misstatement of the fiscal statement that resutts
in the missng payment of real labiitie s;
- conducting an economic activty outside any rukes: for example, "afterwork in the black’ by employees (publc or private);

- abet n regular workng reports, recevng part of the remuneration n undocumented, consequenty non-taxable form
through cash (the typical form of integration or remuneration used in micro orsmal enterprises);

- after being subject to an agreement between the empbyer and the employee, changing the nature of the items
accompanying the payrol, for example, by giving fake (non-taxable) transfers in order to eimhate taxable items (for
exampk, payments

- covert agreementswith the clent of the enterprise or the autonomousworker to reduce or completely elimnate nvoices
orchange the nature of theitems;

-fing fiscal documents to entties that are notrealso thattheycan be accounted for at cost (in order to fittiously redue
the taxable amount);

- non-payment of taxes orduties forthe benefit of services or non-compiance with mandatoryrequirements, forexample
non-payment of TV, bocal service taxes, etc.

To give a quantitative measure of the magnitude of the taxevasion phenomenon, both at the individual and colective kevel,
in additon to giving the totalamount of evasive funds, the evasion indexcan be defined and cakulated asthe ratio between
evasie fundsand total of funds that the State should receive from taxes and kvies. Another ndex, the macroeconomic
ndex s the ratio between totalevasie fundsand GDP.

There s ako a much heavier variant of evasion, fiscal fraud, which is carried out with sophisticated mechanisms that create
aregularapparatus under which evasion is kept secret, making the task of controling fnandal management more difficut.
A typical instrument of fiscal fraud is the acoounting for fake purchase invoices to reduce the taxable amount. Revenue
fromtax evason and taxfraud goesinto the so-caled "underwatereconomy".

Taxevason is punishable by fnes and above a certain imt on the reduction of the taxable amount, even crimnaly. Fiscal
fraud is punished far more severely by simple evason, depending on the degree of economic damage and risk
The Econometric Model

In this doctoral thesis | have buit an econometric model based on independent and dependentvariables that are oriented
on the key components that buid and implement fiscal policy. As a dependent variable we have received tax revenues
which we study and analyse

In this model | used the Dickey - Fuler test, the Granger Causalty test, and the regresson model
Augmented Dickey-Fuller

The Dickey-Fuler test tests the nul hypothesis thata unitrootis correct in an autoregressve model. Atemative Hypothesis
is Variable depending on which verson | try is used but t is stationary or statonary trend. This s a verson | testfy to
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Dickey-Fuller for a great band and honors me with your timely model. Dickey-Faller statistics (ADF), the test used, s a
negative number. The more negative | get, the strongerthe rejection of the hypothesisthat there isa unit root at some level
of belef.

Nul Hypothesis: Tax Revenue hasa unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxag=1)

t-Statistic Prob.*

Augmented Dickey-Fuler test statistic 1.059766 0.9929
Test artical values: 1% level -4.297073

5% level -3.212696

10% level 2.747676
*MacKinnon (1996) one-sded p-values.
Waming: Probabities and aitical values cakulated for20 observations

and may not be accurate fora sample sze of 10

Augmented Dickey-Fuler Test Equation
Dependent Variable: D(TAX REVENUE)
Method: Least Squares
Date: 06/03/19 Time: 21:57
Sampke (adjusted): 20092018
Induded observations: 10 afteradjustments
Varable Coefficent Std. Error t-Statistic Prob.
TAX REVENUE (-1) 0.106434 0.100432 1.059766 0.3202
C -18303.35 32154.72 -0.569227 0.5848
R-squared 0.123105 Mean dependent var 15491.33
Adjusted R-squared 0.013494 S.D. dependentvar 13138.40
S.E. of regresson 13049.46 Akaie info crteron 21.96774
Sum squared resd 1.36E+09 Schwarz crterion 22.02825
Log ikelhood -107.8387 Hannan-Quinn arter. 21.90135

Nul Hypothess: PBB has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxag=1)
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t-Statistic Prob.*
Augmented Dickey-Fuler test statistic -0.161840 0.9152
Test critical values: 1% level -4.297073
5% level -3.212696
10% level -2.747676

*MacKinnon (1996) one-sded p-values.

Wamning: Probabities and critical values cakulated for 20 observations
and may not be accurate fora sample sze of 10

Augmented Dickey-Fuler Test Equation

Dependent Variable: D(PBB)

Method: Least Squares

Date: 06/03/19 Time: 21:58

Sampk (adusted): 20092018

Induded observatons: 10 after adjustments

Variable Coeffident Std. Eror t-Statistic Prob.
PBB(-1) -0.009718 0.060045 -0.161840 0.8754
C 67004.59 80337.16 0.834042 0.4285

Shce hypothess testing s done using the time series of economic variables then the variables must fist be tested forthe
statistic and the possbity of co-ntegration, that is, the presence of a long-term relationship between them. Constant
varance and auto-covarance that are notdependent on the timet, thatis, the time seres tendsto move toward the long
run average.

Granger Causality Tests

Y The Granger causalty test is a statistical hypothess test to determne if one time series is useful n predicting another.
Usualy regressions reflect correlations simply but Grangerargued that causaity in economics could be tested by measuring
the abity to predict future values in one time series ushg previous valies of another time series. Snce the queston of
"true causalty' is profoundlyphiosophical and due to the post hocergo propter hocerror of the assumption that one thing
before another can be used asa proof of causation. A Time Series X BY Granger - causes Y f i can usualy be shown
through a seriesof tests t and F testsforresdual values of X (and with resdual values of Y ako induded), that these values
of X provide statistically sgnificant about future values.

Pairwise Granger Causaity Tests
Date: 06/03/19 Time: 22:00
Sample: 2008 2018

Lags:2
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Nul Hypothesis: Obs F-Statistic Prob.
TAX REVENUE does not Granger Cause PBB 9 4.23015 0.1031

PBB doesnotGrangerCause FISCAL REVENUES 0.13557 0.8771

The Granger Agility Testisbased on the premise that the future cannotcause the present or the past byusing the concept
of autoregressve model This test attempts to determne how past values of one variable help predict changes in another
varabe. This test depends entrey on the obsered or otherwse stated variabks.

Regression

Regresson Analysis is used to predict the value of the dependent variable based on an independent variable. The
dependent varable is the projected or estimated varable. The ndependent variable is the varable that provides the basis
forevaluation.

Dependent varablksare variables that we want to predict orexplain. Whie independent variablesare the varables we use
to expedie the dependent variable.

Dependent Variable: TAX REVENUE
Method: Least Squares

Date: 06/03/19 Time: 22:02
Sample: 20082018

Incuded obsewvatons: 11

Varablke Coefficent Std. Error t-Statistic Prob.

c -83963.84 37621.32 -2.231815 0.0525
PBB 0.302423 0.027519 10.98947 0.0000
R-squared 0.930646 Mean dependentvar 3267741
Adjusted R-squared 0.922940 S.D. dependent var 51290.27
S.E. of regression 14238.04 Akake info criterion 22.12819
Sumsquared resid 1.82E+09 Schwarzcriterion 22.20053
Log kelhood -119.7050 Hannan-Quinn criter. 22.08259
F-statistic 120.7685 Durbin-Watson stat 0.688469
Prob (F-statistic) 0.000002

Regresson analyss & a statistcal technique that uses the observed data to relate the dependent variable to the
ndependent variable. The objective of regresson analysis is to construct a regresson model (or predictive equation) that
is used to predict or control the dependent variable based on the independent varable.

Referring to the budget data, regarding the tax revenues and expenditures that affect the economy of the country, we
graphicaly presentthe folowing:

Figure1 - Tax Revenue
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Taxrevenuesare the main tem of revenue i the state budget. Taxrevenuesi the state budget consist of taxand customs
revenues, revenues from local govemment and revenues from socal funds (contrbutions). tax and customs income
oonssts of value added tax, profit tax, exdse tax, personalincome tax, natonaltaxand customs tax Durng 2008-2018
there have been sgnficant fucuatons and changes i tax revenues, for varous reasons.

Tax and customs revenues are revenues colected from al types of taxes and duties levied by the central govemment.
Responsble forther colection are the Directorate General of Taxation and the Customs.

In recent yearsthe GeneralDirectorate of Customshashad a steadyincrease in revenue colection which s its competence.
Inrecent years t hashad the highest growth in 2017 compared to previous years where tax and customs revenueshawe
noreased by 18.9%. Taxand customs revenues have taken into account al the main factors nfuencng the budget,
ncuding the effect of economic growth and price ndex. New fiscal polices have led to steady year-on-year economic
growth that hasimpacted the countrys economic growth.

Figure2- Expenses 0f 2018-n

Current expenses of 2018 prior year

Capital Others

expenses 0% Personnel
Other 15%
transfers
5% Interests
Local 8% Operative
Budged maintenance

10% costs
Subsidies 109

0%

The figure above showsthe structure of state budgetexpendtures. We see that the largest percentage isspent on specal
funds. Expenditure on specal fundsis the man item i this category. In 2018, according to the consoldated budget data,
this share is 35% of total Budget expendtures. There are three man components of Spedal Fund expenditures: socal
securty costs, healh insurance costs, and owner compensation. The largest share is occupied by 17 percent of capital
spending. Capital expendiures are expendiures that wi resut n some fiscal periods being otherwise consdered
nvestments. From the data in the Consolidated Budget, 17% of capitalexpendiureswere made. Personnel costs are the
third most important tem n terms of weight. Consoldated Budget 2018 staff costs are 15% . According to the data. Wih
10% wehave the ocalbudgetand operating and mantenance costs, then we have otheritemsthat have a relatively smaler
percentage. The largest share is spent on specal fundsand capital expendtures, which play an important roke in the
oountrys economy.
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Conclusions

-Fiscal poley affectsthe improvement of the economic structure.
-The state ntervenes through fiscal policy nstruments to regulate the balancesneeded fora bettereconomy.

-Fiscal polcy & a component of state economic polcy thatis used formacroeconomic purposes to infuence the level of
output, employment and prices.

-The state's intervention n economic fows through fiscal poicy is justified by the adjustments made to eimnate the
phenomena thatimpede the maitenance of the generalwelfare of socety.

-Fiscal polcy s one of the components of state economic polcy that is used for macroeconomic purposes affecting the
oountrys econormy.

- Governance by applyng fixed fiscal poicy instruments hasa postive impact on the country's economy. Poltical stabiity,
economic effidency, far management of publc fnances, implementation of development fiscal polides and the promotion
of faimess and equitable distrbution of ncome can then be said to be the path to successful economic growth.

- The orientation of taxation in these countries generaly refects an improvement of the personal system, making it more
effident in both taxcolection and furthertaxmanagement. Thishasresulted in an ncrease in publc revenuesand a decine
i national evason.
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Abstract

The economic function of the famly is expressed in the provison of material subsistence forits members, i the
provison and consumption of subsstence. The paper boks at the post-modem urban famiys placement in
terms of means of production and its consumption role.How are the functions of the modern famiy related to
provding and meeting the needsof members? Is there a model for economic nsurance of famly income that
buids s stabity and sustainabity? How to realize the famiys deste to raise thei standard of ng? What are
the forms of economic cooperation wihin the famly? These and otherissues related to fufing the economic
role of the famly is the subject of an analyss in the paperon the basis of several elements and issues thatare
oonstantly relevant.The paper particularly recognizes the importance of fnancal keracy for famly members.
How to develop and on what groundsto base people'sfinandal cognition? Whatis the knowkedge to create and
manage a famly budgetasa detaled overnview of fnances? The formation of economic and fnancal educaton
is perceived as the basks for improving personaland famiy fnances. At what kevel and by what methods @n
the financal knowledge of famly members be improved? Financal lteracy imts the opportuntties for growth,
devebpment, and satisfaction of the needs of the famly and its members.The paper analyzes the roke of the
educationalnstitutions i raishg the economic and fnancal iteracy of the members of the modern famiy that
is of nterest to any socety. The economic function of the famly s also consdered in the context of constant
socal changesand externalinfluences thatimi the possbities of famly members. Only educated and skie d
ndiiduak can manage sodal processes and nfuence standard-raisng.

Keywords: famiy, economic function, fnancal kteracy, famly fnances and personalfnances

1. Introduction

The famly can be perceved and analyzed frommany aspedts. In a sodal sense, the famly s a socal communiy of its
members, mostly parentsand chidren, athough there are a numberof sngle parentfamies, folowed by famies without
chidren and famly communities, which are members of several generatons. Common to al famies, regardess of the
number of members orthe number of generations ving in them s the fact that members Ive n the community. Any person
Mng albone (sngle household) with no household elsewhere is also consdered a household.

The so-caled colectie household s alko considered a household. Colective household, ie. a household made up of
people who ive in insttutions forthe permanent care of chidren and adults, n monasteries of soltary confnementand n
hospitak for the treatment of the ncurable. Liing i usualy within the same housing unt or wthin the same household,
although there are a number of famlies whose members are temporarly separated (for study, distance work, etc.).

The famly members are referred to each other, ng n a communty, sharng a vng space, together contrbuting to the
famiys income and expenses, commensurate with age, statusand opportunities.

In a sodobgical socetal sense, the famly as partofa communiy has the responsbity ofits members, thei particpation,
behaviourand action n the immediate envionment. Famiy relationshps are very important forgood functoning and even
forthe survval of the famly. The famly is said to be the foundation orbase of every socety and only stable famies create
a stable socety asawhok.

According to separate estimates, two ormore personsiving in the community constitute the household, athough according
to termnology and one famly community is often equated with the concept of household. The organization and functioning
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of the famly are largely infuenced by cultural contexts, educational opportuniies, demographic and many other
characteritics.

Every famly, regardless of the numberof members, hascertan ncome and expensesthat are related to some of the famiy
members as wel as the famly as a whoke. Some famly members are carriers of ncome, whie al famly members are
carriers of expenditures.

In addition, famly members have certain fundsand propertythat are generaly avaiable to al famly members.

Therefore, the famly can also be seen as an economic community that provides a range of functionsand opportunties for
cash flow analysis, propertyand resource management, and famly investment actiities.

2. The family as a consumer community

Every famiy, regardless of the numberof members, is in some waya consumer community. Famly members, regardless
of age and gender, are consumersof varous goodsand services.

Indivduals from the pointof view of ndividual economic entities in the macroeconomic sense are generatorsof aggregate
demand and as such are an important part of the overal economic actity. In support of this thesis are two of the most
oonficting concepts regarding measures to reduce the negative effects of the global economic crisis thathas shaken the
world economy in recent years.

One group of authorsarguesthat the recovery of the world economy may be based on the concept of ncreased demand,
which presupposes measures that are opposed to saving and abstnence from consumption. Another group of authors
beleves thatsavings are the only activty that can provide ong-termeconomic growth and increase sodal output.

Both concepts are fundamentaly cosely related to the finances of ndividuals, and thusto famiy fnances.

The first concept stinulates consumption. This means that economic polcy-makers, through varousmeasures, laws and
regulations, create an envronment in which wage and penson restriction is kept to a mnhimum. This concept recognizes
ndiiduak as end users of goods, senices, consumers, and demand-makers. Al products and senvices, diectly or
ndredly, are desgned to meet the specfic needsof consumers, ie. ndiiduak.

By stimulating consumption, the final consumers of goods and services, or individuals at the retaiprice, alo pay taxes,
that is, value added tax. Greater consumption means higher infows nto the state budget. In addton, the reduction in
wagescommensurately leads to bwer amountsoftaxes and contrbutions, and anyrestricion and reduction of wageshas
anegative impact on the nfow into the state budget. Thisconcept explains the dose Inks between personalfnance and
measures to fostereconomic growth.

The second concept, orthe concept of savings, provides forgreateraccumulation and prudent credt debt. Thisleads to
amted abity to stimulate consumption by stimulating economic actity and by ncreasing inflows into the state budget
And this concept, ke the fist one, recognizes the importance of fnancng ndividuals in the economic system as a whoke.
The second concept more recognizes the importance of responsbity in managing personalfnances arisng frommodesty
and with kess credit debt.

Consumables formost famies are the most important element of totalspending, which s very important when planning a
household budget. Given that the famly is made up of its members, the sum of ther needsrepresentsthe needs of famies
that are funded byfamly members who have ncome. Famies plan ther costs, nvestments, accumulation as an economic
communtty, and to some extentand characteristics of a specfic economic entity

3. Balancing family finances

The finances of ndividual famly members can ako be analyzed through fnancal fows. The fact s thatal the inflows and
outflows of famly members cannot be related to one shgle person, a famly member (n famies wih nultiple members).
Needs, consumption, and investments do not have to be directly related to a particular member of the household, but to al
members of the famiy.

The modem famiy as a community is usualy composed of three to four members. In the past the number offamly members
was sgnificantly higher (after several generatonsivng in the community, with a larger number of employers, etc.)
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In modemn times, the famiy usualy consists of carers and dependents(parentsand chidren, butt can alko be the elderly
as carers or dependents, orboth).

The financial flows of the family can be dfferent. The basis of famly ncome s the personalincome of the guardians It
is assumed that the guardian (parent) is employed, and on that basi, the famly may have regular ncomes. If a famiy
member i a pensoner, the pension i another regular monthly alowance (athough there are cases where the penson
may be the sole source). In additon to these inflows, there are otherson a variety of grounds: rentalincome, capital gains,
work contradts, copyright revenue, securiies trading income, famly bushess ncome (famly stores, actiiies and
enterprises...).

Al the aforementioned eamnings varyn amount and in regularity. Rent may be a regular nfow, depending on the leae
agreement, whie capital gains may be in greateramountsbut notregular. Interest on savings deposis i regularbut wih
a smaler amount (the amount of interest remaining after payng the capital gains tax on indiiduak). Income from work
oontradts i iregular nfows, buttheyare a good addition to regularnfows.

Revenue fromtrading in securties is less represented as the securites market depends on supplyand demand and the
number of particpants.

Afamiy bushess can be a sgnificant regular ncome streams butalso an outflow, which needsto be analyzed separately.

Family expenditures comprise current famly ife expensesaswel as possble nvestment costs (forvarous purposes) if
the famly generatessuffident free fundsto decde on an nvestment activty.

Managing family finances imples the process of panning the infow and outflow of famly fundson al bases and at
differenttime intervaks. Inflows and outflows of assets are possble in different forms, different ways of financng property
and assets, therebycreating the opportunityforfamiy fnances to be balanced (presented in balkance).

4. Economic function of the modern family

The economic function of the famly s expressed i securing the material subsistence of its members, in securng and
spending ther ivehoods. The modem urban famy often lacks the means of producton. It is no longer a "producer
communtty’, thatis, a producton unt asin the patriarchal famiy, but rather consumption, consumng unt, ie. "Consumer
communty’.

In order to be abke to fufiother functions qualkatively, the modem family with ts work and income must provide for and
satisfy the existential needs of ts members. The economic security of the subsistence, that is, the ncome of the famiy,
phys animportantroke in is stabity.

The famly strives toraise Mng standards. Living togetherrequressufficent food, cothing, footwear, housng, and means
of sustaining biological and spritual ife. Socologist George Peter Murdock, who is sympathetic to the nucear famiy
communty, (quoted by Haralambos and Hobomn (2002)) “... admres the divison of work within the famly, namely the
specalzation of husband and wife for certain actities ... "Such economic cooperation within the famly not only largely
fuffis the economic role, but ako gives spouses who work together, a number of postive experiences that 'strengthen ther
community.

In general, the dealzation of the famiy as an ireplaceable, ideal community comprised of mother, fatherand ther chidren
is contained n Murdocks explanation. In contrast to Haralambos and Hobom (2002) in his aitical review of Murdock's
explanation of foundationalfunctions, famly functions are mentioned as “in his enthusiasm for the Murdock famiy, he has
not seriously consdered the possbities thattheymay ako have aggressve behaviourn the famiy. To the particpants -
al these are functionsthat can be performed in other socal insttutions, so it did not consderthe possbity of an atermatie
famiy ... Thatis, the nudear famiy is an extremely harmonious nstitution in which a man and woman have an integralthe
diison of workand enpylfe together."

Transferrng famly functions to other socal insttutons i a very subtle and senstive area. Word is about the so-caled.
sodalzing-educatonal functon of the famly, which, n modem conditions, can alko be performed by a person or
organization outsde the famiy. Fromthere, the economic function of the famly needsto be considered more narowly, but
ako in the wider context of the community because of constant sodal change.
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5.What is a family budget?

The budget s, by definition, a tabularoveniew of al inflows and outflows, that s, of al household ncome and expenditure
over a given perod of time.

We can tak about monthly, semtannual, annualand mutiannualbudget.

Every famly should have knowledge and manage the famly budget as a detaied ovenview of the infow and outfow of
finances. Itdoesso atthe state level both in companies and nstiutions.

Panning and managing fnancesis especaly important i the famly is planning more fnandal actiities such as buying an
apartmentorhouse, household and more sgnificant household needs, traveling, sending famly members studies, various
mportant expenses, purchasng securiies, and so on.

Ittakes several steps to determne a famiys income and expensesover a period of time.

Forthe revenue sde, ff it is a month, al ncomes that are realzed and made during one month should be reviewed. Income
can come from a variety of sources besdes salary, t may be from alowances, diidends, income from property or from
oopyright contracts, rents, etc. The amountsare deducted on a monthly bass, which gives an overview of the ncome and
the actualspending opportunitiesthat the famly has as a potentialsum of money.

For expenses, or the expenditure side of the budget, a predse record or kst of regular monthly expenses should be made
starting from the bils for water, electricty, steam, rent, food, dothing and other overheads incurred by the famiy. No
expense on bans, interest, phone biks, kindergarten, schoolor colege for chidren and more should be keft out.

On the expense sde of the famiy budget, there mayalways be some exira expense assodated wih eventsin the daiy ife
ofthe famiy, a celebration (wedding, crcumcision, baptism), and some adverse events such as iness, penaties, death,
burial and more. Various sources can be used to determne costs, such as bankstatement of expense, monthly expense
acoounts, personalrecords, and more. Whatever the source of the nformation, it is important to consider al costs on a
daiy, monthly oryearly basi.

6. Revenue vs. Expenditure

After a detaled overview of revenue (outflow) and expenditure (outflow) it is necessary to compare or contrast these two
categories to obtain a result that can be postive, negative orzero. Comparisons can be made at different times.

If the resut is postive, ie., the hcome exceeds the expendiure, it means that the famly budget has roomfor a certan
kevel of savings. If the savings accumulate, it can help cover an unplanned expense or meet a spedfic need of a famiy
member.

Ifrevenue and expendiure are equidistant then a wayto reduce costs and find an additional source of revenue to entera
postive spending space should be checked orfound.

If spending outweighsincome, it s a sgn thatthe famly s Mng beyond its means and must find a way to cut costs and
ncrease ncome. This s possble with extra work, a contract ora royalty, but at the same time cutting down on unnecessary
expenses orproper famly budget planning.

7. How to create a family budget

Creatng a famly budget isa very important fnandal strategyfor those who want toachieve finandal freedomand economic
stabity. Whetheryourmonthly income is 1,000 Eurosor 100,000, fnancalplanning is very important. Itis ke amap that

should guide you to the right destination in ife. So howto create a famly budgetis essential for those who want to meet
their needsand overcome the fnancal dificuties theymay encounter. Itis important to have a plan and to respect t.

Some peopk, especaly new couples, find t dificutt to create a famly budget plan. It should be remembered that anyone
can kam howto create a famly budget with practice and motvation. Therefore, one should not have excuses not to make
a strategy. There are a number of thingsthat need to be done in orderto comply with a fnancal plan:

Make a list of all sources of funding - Wrte down al the thingsthat have to buy, as welas the sources of your income.
Extra contingences should be lsted.
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List all monthly expenses - Loans, credits, repats, chartable donatons, travel, gasoine, haistyle and manicure, and
even the smalest ever-ncreasng costs, etc. Al costs should be covered, as anyone who wantsto create a famly budget
should notle to himseff. You have to be honestand impartial

Compare Income to Costs - Subtract Costs from Famly Income. The amounteft over fora given month doesn't mean
you have to spend it on unimportant things. Plan how you wil spend them. You can setasde fundsfor occasonal dinners,
outings, the whole ponts to know where yourmoney s going, forwhat purpose and at what times.

After comparing ncome with expenses, many are confused and even shocked, as i is often conduded that n certain
months, theyspend more than they eamn. Thisis an important issue that needs to be resoled to achieve fnandal stabiity
effectively in the future.

Study the budget This is ako important because costs that are forgottencan be addedto the kst. Expenditures that can
be reduced oreimnated need to be carefuly considered. Famies who want to achieve fnancal stabity should set goals
forthe next sx months.

Itis important to estabish a savings routine. Itis a gradualprocess that can take time. Butdo notgive up and stick to the
plan.

8. Marriage and partnership ways of organizing and managing

Money, ke marriage, can be organized in different ways, or not at al. The five most common ways in which spouses
organize and manage theirfnances are in differentenvionments, in different countries and based on different basesand
degreesoftrust.

In princple, spouses use one of the common famy finandal management systems:

1. He gives his wife the salary and responsbity to manage ther money whie she gives him a budget for his own
consumption.

2. He managesthe fnances, and gives the wife a budget in scale to meet household needsand her personalconsumption.
3. The money theymake is completely separate. Everyone ndependentymanagesther finances for themselves.

4. There is agreement and consent that some of the money be alocated and used for household needs, but with the
remander of the money each spouse ndependentlydisposes.

5.Acommon system in which both partners'ncomes are pookd and moneyis managed jointly.

The question arises whether there are other forms of organizng and managing famly income, resources and expenses
There are, of course, a numberof nuancesthat can, forthe purposesof analyss, be reduced to the five systems outined.

Research hasbeen carried out that rakses several questions:
- Which of the more complex systems provides a higherlevel of satisfaction forthe needsof the famiy,

- Do some of these organizational forms lead to disruption of famy relationships, displeasure with othermembers of the
famly communty,

- In which system the postion of the woman orthe man i better,
- Isit easer to manage when revenuesare higheror ower,
- Which systems are suitable for couples who have more money and those for those who have mhimal amountsof money.

The resutts of the research showed that the fiith system or the existence of a pint system or fund of funds is the most
acceptable solution forboth spousesin marriage. The most unacceptable is the solution or system number two (in which
the husband givesthe woman a certain amount of money). Observations have shown that most of the systems lsted abowe
give preference to men.

The system n which a man gives a woman a pocket money, people assocate with famlies who have more money, and a
system 1 (n which @ woman controk money and gives a man a pocket money) usualy connects to famlies with less money
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In orderto benefitfromthe use of mutualfund and joint money management, both partnersneed to have a bt of trust n
each other, a commitment and a wiingness to work together. Such a system is alo cuturaly condtioned and is very
common i al devebped countries, except in Japan, and in up to 75% of marriages.

The second system in which a man gives his wife "pocket money" bothersmen because theytake overthe finandal power,
and thusthe responsbity and care of money. Women, on the other hand, disike this system because theyfeelthat men
have a kst word i the fnancal matters. Interestingly, though it doesnot fi on etherside, this system i most common in
high-ncome couples, highly educated, and coupleswho have tradtionalunderstandingsof the role of spouse.

Women are not too happy etther with completely separate funds, or the systemshown in item 3, or with a partialy mutual
fund (tem4), because theyfeelthat men beneft much more fromthem, whie men are generaly neutral. them. On average,
men make more money, and in these systems theykeep more money forthemseles, whie women pay half of ther fa miy
bis and eventualy use ther money forhousehold and famly expenses.

With the solution of point 1 women are usualy not very happy, because such a system is assodated wih scenarios n
which famies have to "make money" in the best possble way. Then women see money management as an addiional
obigation in the house, not asa source of powerand control, whie other famiy members put ther needsabove ther needs
Unike other developed countries where common funds and pint money management are common, this system is most
common in the famly in Japan.

9. What is financial literacy?

Fnandal lteracy is the most important tool for anyone who intendsto become a busness ownerorprofessonal nvestor.
The sophisticated nvestor should be able to read numerous fnancal documents, primariy reports such as ncome
statement and balance sheet.

Fnandcal teracy means knowledge of the finandng of ndiiduals, famiies, companies and the state. The money that is
eamed should be spentwisely, invested and increased, and the acquired profis to be kept and used for own needsand
development.

Todays compkex fnancal services market offersdients a wide range of productsand ways to meet ther fnancal needs
This degree of choice requires dents to be equipped with the knowkedge and sks to evaluate optons and identify those
thatbest serve theirneedsand conditons. The financal iteracy i especaly needed to hep people to understand how to
protect themsees from entering nto transactions thatare fnancaly destructive.

Being finandaly lkerate does not just mean being successful in buiding a bushess, nvesting in securties, or other
opportunities offered by the market. Offers from banks, savings houses, stock exchanges and brokers, insurance and
leasng companies and other fnandaland non-finandal nstiutons are so diverse that knowkedge of how to hande and
manage famiy finances and resourcesis needed.

Every indiidual who eams, bydefintion, spends. A group of people spend asmuch as theyeam. It's certainly better than
borrowing, but are these people confidentin the future? Are theyconfident in theirworkplace? What if theylose it tomorrow?
The second group, of course, are those who ive beyond theirmeans and borrow without taking into account whether it s
necessary atal and whethertheyare able to repaythe loans. The third and rarest group of people are those who think
about ther future and nvest in t. They are consdered to be fnancaly more nteligent and kterate people who manage
their money so thatthe mnd makes money, property buys property, busness buys busness. The rule does notapply to
them: it takes money to eamn and make a ving.

4 h

of family S

10. Fi ial literacy and ed

The education of young peopl i finance is particularly lagging behind n how to manage personaland famiy finances. It
is important because educated future generatonswi be abk to achieve financal success and become active in the field
of the entrepreneurship and bushess.

If young people acquie the knowkdge, skis and confidence they wil be able to make real fnancal solutions for personal,
famiy or busness needs. The goalis to getfinandaly lterate and responsble ctizens and entrepreneurs. In thisfunction,
education on how to create a busness plan for those who are consdering startng ther own bushess & of particular
importance. The author's many years of experience confim finandal ignorance rumours, especaly among studentsfrom
non-econonic facuties and uniersties that require serious action in this regard.
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Why is this necessary? The need forfinancal education exists and isincreasg as debt to ctizens and famies increases.
Young people are oftennot fnancaly educated on how to dealwith problems. Essential money management kessons hawe
beenmissng foralong time, and debt to ctizens and famies has ncreased several times. The youth unempyment rate
i high in most countries. Itis obvious that the younger generation must make wier and more responsble finandal
deasons and create more job and job opportunties.

Therefore, itls necessary to introduce financal iteracy, personaland famly fnances education n secondary schook, and
especaly at the faculties (non-economic). Itis a need and a democratic right of the dtizens. This enables generationsto
come up with the latest trends and financil productsthat exist and are offered on the market.

Young people are faced wth money, but the money is not a topic discussed in front of chidren in the famiy, kndergarten
and school. The education system does not offer basc financal education and many young people do not know how to
assess the chalengesand risks of the fnandal market. They do not perceive the consequencesofignorance in time and
therefore make bad busness decsions thatlkad to a decne in revenue, debtand uttimately job loss.

The OECD countries n 2005 proposed introducng fnancal iteracy in schools and many countries are attempting to do &
by ntroducng systematic fnandal education in primary and secondary schools, as wel as through programs promoting
financal kteracy of chidren and young people. Together with the World Bank, the OECD has estabkhed an interational
networkof fnandal education thatindudes 150 nsttutions from 75 countries.

With finandal knowledge, dedsions are made with smaler orreduced risk in working and famiy ife. Financal iteracy buids
competent people orstrengthenshuman capitalin these areasof human ffe.

11.Howis financial literacy acquired?

Education is the foundation of every progress. It has been shown throughout history that only educated persons can
manage growth and development and systemic processes atthe micro and macro kevek. The knowkdge brings changes
defines strategic goals and ratonalzes ther realzation. Therefore, education about fnancal phenomena and ther
importance to the members of each famly is necessary.

Is the rule 90/10 known? That means 10% of people eam 90% of the world's weath, and 90% of people Ive i fhandal
shackes. Why s that? The answeris simple: theybelbng to the third group of fnandaly inteligent people who thinkabout
ther future and nvest.

So everyone should ask themseles the question: how much do | eam and how much do | spend each month? Ae you
spending more than you eam? If so, s debt probablyformed? Can you st refrain from spending this month and save? It
does not require large finandal resources to get into the thid group of fnandaly more inteligent people. Saving i an
ntroduction to finandal wekbeing, buti is lusory to expect thatif you eatcansand patesevery day and putaside kss
money, you wil getrich.

You need to start changing your mndset by asking the answer to the queston: What can | do to increase my ncome?
Respecting and re-valuing the wisdom of the oldest generations, the wisdoms that were used as a system of values in the
times of our grandparents, s becomng a necessty. The practical wisdom of the new generations and the practical
applcation of everything that s long-lasting to the existing system of functioning of the world of fnance is ako a necessty.
It means appling sophisticated new knowledge and wisdom in personal and famly fnances with modem knowledge,
techniquesand technologies in the world of existing and multistakeholder finance.

Fnancal lteracy and educated human capital create financaly free and independent people who move the famiy and
socety n a postive direction.

With financal lteracy, each indiidual can bestmanage ther ncome and expenses, nvestments and venturesas wel as
buid plans forther own benefitand the wekbeing of the famly members. This ensures the usefuhess of financal lteracy,
which n addion to education s gained through the daly practice of money management, wth diersfication of
nvestments, loss mhimizaton and so on.

12. The Need for Entrepreneurship Education

More and more young people wil have to create ther own busness opportunties, ratherthan watting forthemto plan and
recrutt forpublc orprivate employment. The young peopk are fachg manychalenges, fromacquiing personalskils such
as communication, managementand presentaton, to writng busness plans and understandng financl statements.
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Young peopke are the future of every socety. Acting for changes and promoting responsble youth behaviour towards
money and senstizng the public about the importance of young people's fnancal freedomensures thei secure fnancial
future.

How can this be done? Bycreating programs in the state in which ndividuals can:

1. Understand ther role in the market for fnandal products and services, gain knowkedge of ther rights and oblgations
and have an active attitude towardsthe use of fnandal fundsand resources.

2. By educating themon how to manage personalorfamily fnancesin ordernotto getinto debt thattheycannotrepayand
therefore end upin poverty;

3. Recognize the need to save forold days or retrement, and to overcome unforeseen cash outhys.

Al ofthis uses experiences and accompished finandal education programs fromaround the world, as wel as models for
finandal education of chidren and young peopk. It enables the promotion of partnershps with the pubic and private
sectors, finandal insttutions, communities and assocations and other stakeholders. The sustainabity and avaiabity of
financal education dependson the power and variety of preparation, initiation, reaisation and evaluaton of educaton
implementation.

Topics of nterest besdes famly resources and fnancesincude savings management, banking, pensons, nvestments,
nsurance, taxes, and al of these topics that may be of particular nterest to young people, famies, and ndiiduak who
are expbring these phenomena.

13. Household Budget Management Model

Ediing a famly budget isno easy task. The hardest thing is to look at the truth and put alrevenue and expenditure on
paper (or computer) and balance al acoounts. This can be simpified n a spreadsheet with careful and detaied
maintenance costs. Keeping track of famly expenses alows forlater planning. They cannotbe planned unkss the funds
are known both as a realty and what is spent. Those who do not ke the word planning for some reason or disike may
replace the word management.

Over time, persons geta sense of how to plan revenue and expendiure.

Cost management is not an end i itseff, and saving time is not wasted unless planning to save or invest. Automaticaly
tracking how much money you spend wil not change yourhabitsbecause at the end ofthe month the goalis to have more
money.

What enable trackng information is actualy how much money is spent and whether one wants to continue to spend ©0
much money on a particular categoryofneeds. Itis about personalpreferences, which need to be recorded in orderto be
able to plan in advance the budgetandthe moneythat wil be putasde and nvested. Higher annualcosts can be predicted
i advance for the relevant month and thusavoid unpleasant "surprises”.

Mandatory day-to-day management of finances If not onlypersonal finances, but also the whole famiys records are to
be kept, the costs should be entered on a daiy bass. It is almost unikely thatatthe end of this month, you wi not know
where 50, 100 and more Eurosare missng when comparing the actualexpense acoounts.

At the end of the month, your balance must always be zero i al costs and revenuesare entered. Adaly sheet can ako be
created which can be used to record daiy expenses.

H hold Budget Manag t Programs Simple tables have been created and dassc records can be replaced by
specalized computer programs. Some of themhave gone so far that one can read data fromonine banking or stockmarket
prices, so that at anytime one can obtain a statement of ther nvestment and eamings. This can ako prepare the tax
retum, given the accuracy of the programs.

Everyone, just about everyone, but needs to know where it is heading, in other words, it needsto have a Plan and a
Strategy. There is no one who doesnothave a plan and strategy, because those who do not have themactualy haw a
poverty plan and strategy! Everyone has a plan, as he himseff has chosen. Did you know that only 3% of the world's
population hastheiown financal plan and strategy? And do you know how manyrich people there are in this world? Yes,
exactly 3% .And did you know that those 3% have more weath than al 97% together?!
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14. Money and marriage

Many marital probkems arise because couples do not communicate wel enough. Some of the probems in marrage
regarding money can be soled by taking. The vast majority of money problems in marriage are not because spouses do
noteam enough money, but because theydo not takabout money.

Notonly do they have to ook atthe bis and costs, buttheyako have to tak aboutthe goaktheyjointly create. Having
the same mndset or having a similar finandal outok on thingswil make money taks much easker. Many of the problems
thatarise n mamiage are because couples are notin the same direction asto where the finandal needsare and how to
getthemdone.

Money is one of the leading causes of divorce. In fact, a SunTrust Bank survey found that 35% of respondents who
experienced stress i ther relatonship were due to money. According to a CreditCard.com survey, one in five Americans
say theyspent $ 500 ormore and did not tel thei partner.

For many peoplke, discussng money can be difficut and uncomfortable. No matter what the fact s, money s one of the
biggest parts of any marriage. They can make the connection strongerorit can move i in the opposte direction.

Instead of etting the moneyto keading your marriage, educate yoursef and use yourfinances. Itis betterto take controlof
money to improve marriage relationships, which can have a huge impact on otherareasof famiy ffe.
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Abstract

The digitisation of the economyhas been a globaltrend i the last decade and more significantly during the last
five years. The European Union recognises that digtaksaton changesthe structure of the labour market,
affecting emplyment and ncome distrbution. Over the last ten years, digital technologies have entered more
and more sectors of the European economy. Over 40% of EU workers have been nvolved in changing and/or
replacng the technologies they use at work. Structural changes in the labour market in Europe are dosely
correlated with the very high demand for advanced digital skis in the comng years.This paper analyses the
poltical, economic, soco-cutural and technobgical factors affecting the devebpment of digital skls n the
European Union (PEST analyss), with a focus on the banking sector.

Keywords: digital skis; digtal competences; ICT; labour market; digitalsation

JEL Classification: J24, 014

Introduction

There s no common defintion so far of "digital skis" or "digital competences'. In the iterature, different terms are used,
sometimes with different interpretations, wth the generalunderstanding thattheyreferto the skis of usng nformation and
communicaton technobgies. Theyincude "computer kteracy’, "ICT lteracy”, "digital kkeracy’, "digtal competences’, "ICT
skis”, "electronic skis', "technobgical kkeracy’, "iteracy in the media", and "nformation lteracy" (Chinien-Boutin, 2013).

The first definition was "knowledge n ICT" (Fradon et al, 2013). As nformation and communication technobgies hawe
become more complex and new applcatons have devebped, broader defntions have emerged coverng cognitive,
behavioural, socal and emotonalskls. Over time, a series of overlapping (sometimes partial) defintions such as "computer
lteracy’, "nternet kkeracy’, "media iteracy’ and "digital teracy" have emerged (Mutka, 2011). In 2006, the European
Commisson adopted the definition of "digital competence” as "the citical use of ICT for work, rest, kkaming and
communicaton", considerng digital competence one of the eight key competences for felong leaming (European
Commisson, 2006). However, this concept & stl fluid, susceptble to change and contnuing to expand and change
because of the rapid evolution of nformation and digital technologies (llomaki etal, 2011).

Through analyshg the lterature, three main categories of digtal competences can be identified that are used in various
models for measuring or developing digital competences. These three categories apply to different types of abities and
users (European Commisson, 2017):

a) basic digital skills that are, in fact, digital lteracy forboth personaland workuse;

b) digital skills related to employment, which ndude the basc skls to add the necessary knowledge to the workplace,
manly the use of ICT applcations; and

¢) digital pet for ICT professi which, in addition to the first two categories, ako ncude the specaised
knowledge required in the ICT sector, as wel as an innovative componentand the abity to develop new digital solutions,
products or services.

Digtalsation has just started. The scale and consequences for the whole of European socety are impossble to assess
with precson. We are truly fachg a new ndustrial revolution thatwil dramaticaly change ourwayof ife and the workforce.

The European Commisson has grouped digtalskils into categories (European Commisson, 2018):
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digtal skils foral—devebping digtal skils to enable al ctzens to be active in ourdigital socety;

digtal skls forthe labourforce—developing digital skils for the digital economy, e.g. upsking and resking workers and
pbseekers and giving career advice and guidance;

digtal skils forICT professonak—developing high-kvel digital skis forICT professonak i al industry sectors;

digtal skis i education—transforming the teaching and learning of digitalskds in a ffelong leaming perspective, incuding
the traning of teachers; and

digtal skils forgils and women—taking actions to develop digital sks forwomen and girs.

In this paper, we focuson digital skills for the labour force in the EU-28, with a more detaied view of these competences
i the banking sector.

Methodology
The research methodobgyemployed in this papercan be divided into two princpal stages:

(1) secondary research. We conducted a thorough revew of academi lkterature. We also reviewed publc poides and
programmes and market research reports; and (2) data analyss, studyng poltcal economc, soco-cuttural and
technological factors (PEST analyss).

Factors determining the development of digital skills for the labour marketin the EU. PEST analysis
1. Poitical factors
1.1. EU policies and programmes for digital skills for the labour market

With the digitsation of the economy as a globaltrend in the last decade and more sgnificantly during the last 5 years, the
European Union recognisesthat “the digitaltransformation isstructuraly changing the labor market and the nature of work
There are concems that these changesmay affect emplyment conditions, kevek and income distribution™.

During the last 10 years, the European Union has launched a series of programmes and poitical inttiatives to boos the
digtisation ofthe economy, only to reaise thatthe area of digital skis and competences for the labour market is lacking .
According to the data of the European Commisson, “currently (in 2018-n.a.), 44% of European ditizensdo not have basc
digitalskik. 37% of peopk in the kbourforce—farmers, bank empbyees, and factory workers alke—ako lack sufficient
digitalskiks, despite the increasingneed forsuch skiks in al jobs'2.

Consequently, the European Commisson issued a number of poltical documents, programmes and actions aimed at
improving the digital skils of the workforce.

In 2008, the European Commisson isued the document “New Skills for New Jobs”3 (COM (2008) 868) because of the
growing need fordigital competences in Europe. In this document, the European Commission recognises the ncreasngly
important rok of digital teracy and basic and advanced digital skils.

In 2010, the European Commisson launched the Digital Agenda for Europe# (COM (2010) 245), setting out a strategy
for the development of a European Digital Europe 2010-2020. The Digital Agenda for Europe outines what actions need
to be taken by the EU, one of thembeing “Improving Digital Skis, Competencesand Induson”.

In 2013, the European Commisson launched the “Grand Coalition for Digital Jobs™, a multihational and muttisectoral
phtform, nduding publc and private organisations, companies and education providers with the aim to devebp digital
competencesin Europe and jpb vacances in information and communication technobgy.

"https:/lec.europa.eu/digitatsi gle-market/en/poicie s/d ig ta Fskils
2https:/leceuropa.eu/digitat-single-market/digitatskils-obs-coaltion
3https:/ec.europa.eu/socialmain jsp ? catid=88&eventsld=232&furtherEvents=yes&langld=en
“https://eur-k x.eurpa.eullegak-content/EN/ALLI 2uri= CELEX) 3A52010DC0245R% 2801% 29
5http /Avww.digitaleurope.org/Our-Work/ Profe cts/ Grand-Coaltion -for-Dig tak Jo bs2
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In 2015, the European Commisson drew up the strategyfor a Digital Single Market in Europe’ (COM (2015) 192), whih
underscores the need to create, inter ala, anindusive digtal socety in which ctizens have the digital skis they need to
benefitfrom the opportuntiesoffered bythe onine environment, but especaly to ncrease their chances of getting a job.

In 2015, the European Commisson alko launched The Digital Competence Framework 2.02 (DigConmp 2.0), which
dentifies 5 key components of digtal competence for ctzens: (1) nformation and data lteracy; (2) communication and
colaboration; (3) digital content creation; (4) safety; and (5) problemrsohing. These are basc digtal skls individuals should
have for personalintemet/onine use. These skiis are also more and more required n the workspace as general“defautt’
competences.

In 2016, European Commisson launched the Digital Skills and Jobs Coalition3, which brings together Member States,
companies, sodal partners, non-profit organisatonsand education providers to tacke the lack of digital skis in Europe.

In 2016, the European Commisson ako lunched the New Skills Agenda for Europe4 (COM (2016)381). This agenda
emphasises the importance of developing human capital through the development of digtal competences beginning in
primary education. It ako highights the need for ifelong leaming to prevent lagging behind in terms of skis, especaly
digital ones, which are constantly devebping. The new Competence Agendaintroduced the “Competency Guarantee” wih
the objective of heping low-skiled aduts acqure a mnimum level of numeracy and digital teracy and/or to access a
secondary kevel of education.

Asso in 2016, the European Commission publshed a communicaton on Digitising European Industrys (COM2016) 180
final). A part of this document discusses digital skils, wih a focus on preparing the human capital for the digtal
transformation of the workforce. Digitaksation is profoundly changing the labour market and the nature of work, with a
sgnificant impact on employment, ncome levels and income distrbution.

In 2018, the Digital Skis and Jobs Coalton launched the folowing nttiatives.

- The Digital Opportunity traineeships scheme® isa piot project under Horizon 20207 and ErasmusPus?, giving students
and recent graduates an opportunity to get hands-on traning in digital fields such as cybersecurity, artifical nteligence,
coding ordigital marketing.

- The European Digital Skills Awards® wil recognise intiatives that have improved the digtalskis of Europeansat school,
atwork, for ICT specalsts, forgils and women and for socety in general The European Commisson is particularly looking
forsucoess stories that could be scaled-up and repicated in other dties, regions, countries and sectors.

1.2. Qualifications framework

The European Qualifications Framework'® (EQF) s a common European reference framework intended to make
qualfications more readable and understandable across different countries and systems, useful, for example, in cases of
professonal mobity across EU countries. The core of the EQF s its eight reference levels that are defined in terms of
leaming outcomes, ie. knowkdge, skiis and autonomy-responsbiity. Leaming outcomes express whatindividuals know,
understand and are able to do atthe end ofa keaming process. Countries are developing national quaification frameworks
(NQFs) to mplement the EQF.

The International Standard Classification of Education'! (ISCED) wasissued by the Unted Nations Intemational Famiy
of Economic and Social Classfications. ISCED s designed to serve as a framework to cassfy educational activites as
defined in programmes and the resuting quaifications into nterationally agreed-upon categories. The basic concepts and

"https://eceuropa.eu/digitatsngle-market/

2https:/eceuropa.eufrc/enidig comp/digita-co mpetence-framework
3https:/eceuropa.eu/digtal-sing le-market/en/dig tal skils-obs-coaltion
“https:/leceuropa.eusocialmain jsp? catid=1223
5https:/leceuropa.euldigtak-single-market/en/poicie s/digita Fskils

Shttps:/eceuropa.eu/digitat-sing le-market/en/dig tako pportunity-train eeship s-boosting-dig itak skils-jo b
"https://ec.europa.eu/programmes/horizon2020/en/

8https://www.erasmusplus.ro/

9https://eceuropa.eu/digital-sin g le-market/en/news/european-commission-launches-european-digtat skils-awards-2018
0https:/leceuropa.eulpbteus/en/content/descriptors-page

" http //uis.unesco.org/en'topic/internatio nal-standard-cla ssifica tio n -educa tio n-isce d
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definitions of ISCED are therefore intended to be intemationaly vaid and comprehensie of the ful range of education

systems.

Whie the European Qualfications Framework (EQF) and the ISCED-2011 refer to the leveks of education (for example,
primary education, secondary education, bachelor’s level, masters kvel, doctorallevel), the ISCED-2013 focuses on the
fields of education and training. Thus, the banking sector fals under ISCED-2013-04 Bushess, Admnistration and Law,
0412-Finance, bankng and insurance’, ie. “the study of planning, drecting, organisng and controling financal actviie s
and senvices’. Nothing is mentioned about the digitalcompetencesnecessary nowadaysforbanking and fnancalactivitie s.

To compensate, banks refer to the certifications issued by the Intematonal (European) Computer Driving Licences, but
theyare generaland non-specfic to the sector.

European Computer Driving Licence? (ECDL)isthe Europeanarmof the Interational Computer Driving Licence (ICDL)3,
acomputer skils certification platform offering bas, ntermediate and advanced modules. The ECDL programme defines
the skis and competencees necessary to use a computer and common computer applcations that are most relevant to
educationaland professonal requirements, therebycreating an ECDL profie forthe user.

2. Economic factors
2.1. Employment—digital skills of the general workforce

The lst decade haspushed digtaltechnobgies and digtisation into more sectors of the economy, notonlyin Europe, but
ako glbaly. Arecentsurvey of competences and jobsin Europe, Cedefop (Cedefop, 2018) showsthat 43% of EU workers
have been involved in changing and/or replacng the technologies they use at work (ie. machines and systems IT) over
the past five years. At the same time, 47% of EU workers mentioned changesin current work pattemsand processes, and
more than haf of the workers n Ireland, Matta, Sovenia, Finland, Sweden and the UK said they were affected by digital
changesin therwork envionment (Cedefop, 2018). These changeshave occurred, forexample, in the wayproducts and
senvices are made (product/service innovation) and how theyinteract with customers.

It s true that most of the digtisation changesoccurred in the ICT sector (with 57% of jobs beng affected by digital
technologies). However, digitisation is rapidly spreading to more economic sectors, as the Manka (2015) report found in
the United States. A smiar study conducted in 2014 by Cedefop i Europe (Cedefop, 2015) showsthat roughlythe same
economic sectors are affected bydigitisation in the EU and the United States. Digitisation is globaland affectsthe worldwide
economy accordingly, abet wih diferent rhythms of change.

Approximately one-quarter of EU staff consder thatit is kely thatoverthe nextfie years, therr skis and use atwork wil
no longerbe up to date. The proportion ofemployees in this stuation varies according to the economic sector in which they
work: 29% in the ICT sector, 24% in the fnancaland insurance sectors and 23% in the professonal, scentific and technical
senvices sector (Cedefop, 2018). According to the same study, about 10% of jobsin the EU run a very high risk of becoming
irelevant because of the (digital) skis of employees. The most affected EU countries are Estonia (23% ), Sovenia 21% )
and Czech Repubic (19% ) (Cedefop, 2018).

2.2. Digital labour market prospectivein the EU

Itis estimated that structural changesin the labourmarket in Europe are cosely correlated with the very high demand for
advanced digital skils i the coming years. There & a strong correlation between the estimated number of pbs that wi
ncease i the next ten years and the need for advanced digital skis to be appled in these occupations. In a survey
oonducted by Cedefop in 2015,71% of EU employeesmention that theyneedbascand intermediate ICT/digitalknowledge
to camry out theirwork and 14% of workerssay they need advanced digtalskils atwork (Cedefop, 2018). Among the EU-
28 countries, Denmark, Ireland and Sweden are those where over 80% of the workforce need basc digital skis to work,
whie in Greece, Cyprus and Romania, this percentage s 60% (Cedefop, 2018).

According to World Bank data (2016), the labour market n Europe i characterised by a strong polarisation of digtal
competence needs, so that whole population groups are vitualy excuded from socety and the digtal economy. Thus

" http /luis.unesco.org/stes/defaut/fie s/d ocuments/internatio nal-standard-cia ssifica tion-of-education-fie lds-of-educa on-and-tranin g-
2013-detaied-field-descrptions-2015-en.pdf

2http/lecdl.ory/

3httpi/ficdlorg
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some European workforce categories do not realy need ICT/digtal knowkdge to work (56% of workers in smple
ocoupations, 25% of service and trade workers, 33% of workersin agricuture and 29% in hospitalty and caterng). For
these categories of workers, manual skls are much more important. This s related to the use (or lack thereof) of digital
knowlkedge in socety. Ifan ndividual doesnotneed and oftendoesnot use digital skis in the workplace, it is unkely to
require such sks forsodal activties. This can be explined, for exampk, by the relatiely high percentage of the EU
population with low digital iteracy orlackng internet use. In particular, some EU population groups, such asthe elderly,
bw-skiled workers and some female workers, do not occupy jobs requiing advanced ICT/digtal skis.

To offset the exduson of certain categories of atzens from the use of informaton and communicaton technobgy and
digtal technologies, many EU countries have devebped and implemented compensatory leaming and ICT training
programmes, actively promoting digital induson and access to ICT. These programmes, however, manly relate to the
development of basic digital competences, and recent studies show that advanced digital skils, especaly programming
and code writng, wil soon become essential requirements foremplyment (Berger & Frey, 2016). Even now, employees
who use advanced ICT/digtal skls at work have an hourly gain of about 3.7% more than those who only use basic
ICT/digital competences (Cedefop, 2018).

3. Soco-cutural factors
3.1. Education level in the EU with regards to digital skills

The ntemnet and mobie penetration is significant, ther use by ndividuals is important, and there are manyeducation and
training programmes in place at European andnationallevel. However, there are stil disparties between the EU Member
States in terms of digital skils.

- Individual level of digital skills. According to Eurostat, n 2017, the countries with the highest percentage of ther
populaton having above basc digital skis were Luxembourg (55% ), Netherands (48%), Denmark (47% ), Sweden and
United Kngdom (both with 46% ) and Finland (45% ) (Figure 1).

Figure 1. Individual levels of digital skillsin 2017

e AboOVe basic 2017

Bascc or above basic overal digital skils representthe two highestleveks of the overal digital skils indicator measured by
Eurostat, which s a composte indicator based on selected activiies performed by ndividuals aged 16-74 on the intemet
i fourspedfic areas (information, communication, problemsohing, content creation). Itis assumed thatindividuals having
performed certain actiiies have the comesponding skils; therefore, theindicator can be considered a proxy ofthe digital
competences and skils of ndividualks.

- ICT graduates. Over the period 2014-2016 (the latest data avalable on Eurostat were recorded for 2016), the BU
oountries wth over 10.000 ICT graduates asa cumulative number over the three years were United Kingdom, Germany,
France, Spai, Poland, Italy, Romania, Finland, Ireland and Czech Repubic (Figure 2) (Source: Eurostat). The numbers
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reflect the graduates of tertiary education lkevels 5-8, acoording to ISCED-2011. No data were avaiable in the Eurostat
database forNetherandsforyears2014 and 2016.
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Figure 2. Number of ICT graduates (evels 5-8 ISCED 2011)

Afirst observation of the data in Figure 2 is that in most EU countries, the number of ICT graduates has ncreased from
2014 to 2016, n good correlation wih younger generations more sklled and more interested n nformation and
communication technologies. On the otherhand, when thenumber of ICT graduates is correlated with the labour market
and economic productity across Europe, t can be noted that some countriesdo not reap the fulbenefits of the ICT traning
and ICT specaksts they educated. At a maco level, this phenomenon keads to Europe stl lagging in ICT/digital
technologies at a global scale.

According to Atknson (2018), with the emergence and rapid adoption of digital technologies (artifical nteligence, robotics,
the Intemet of Things), the fact that Europe stl lags behind US economic growth shows that ICT—as both operation
technologies and skis—are nefficently used in different EU countries. Moreover, Atknson says thatthe adoption of ICT,
especaly the digtal technologies connected to the 4" ndustrial revolution, is key to fing Europe’s lagging productity.
This cannot be achieved without adequate digital skis and ICT training.

The youngergeneratonspossess the highest level of digital skils and use intemnet the most, butthe demographyshows
thatthese age groupsare shrinking (Figure 3) (Source: Eurostat). The only age groupswith ncreasng numbers are 4554
and 55-64 yearsold, those who are stil employed and those who face the rapid transtion to a digital workplace. However,
these demographics show the lowest values in terms of both digital skils and intemet use (Figure 3). Based on data from
Eurostat, we cakulated the demographic evolution forthe period 2011-2017. We ako cakulated the centraltendencyfor
ndiiduak with above basc digital skils (as a percentage of the totalpopulaton) and of ndiiduak usng the intemet over
the last 3 months prior to the Eurostat survey (as a percentage of the totalpopulation). The valuesforthe indicators “Abowe
digtal skils” and “Intemet use last 3 months” are cakulated as central tendency (mean).

Figure 3. Synthetic view of digital abities perage group (2011-2017)
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3.3. Attitudes towards digitalisation and digital skills

In 2017, the European Commisson publshed the resutts of a survey carried out in March 2017 across al 28 Member
States about the perceived impadts of digitisation’. Some 28.000 EU ctizens from different socal and demographic
categories were interviewed face-to-face athome in their native language. The data colected bythe Eurobarometer survey
are pubic, and forthe purpose of thispaper, we analysed it usng the database pubished on the EU Open Data Portal.

- Attitudes towards the digital technologies. Most of the EU citizens surveyed have a postive atttude towards digital
technologies and therrimpact on the economy(75% of respondents), qualtyofife (67% of respondents) and sodety 65%
of the respondents). The countriesthat consider that the digital technologies have a very postive impact on the economy
are Mata (40% of respondents), Lithuania (30% of respondents), Germany, Czech Repubic, Sovenia, Cyprus (29% of
respondentsin each country) and Bulgaria (28% of respondents). We also observed that ndividuak with higher levels of
education have a more postive attitude towardsthe impact of digital technologies.

- Attitudes towards digital skills. Most respondents (71% ) of al countries consider they have sufficent basic digtal skis
for daily life activities. However, only47% of the age group 55-64 have basic digtal skis needed for daiy ife, compared
to 81% -92% amongyoungerrespondents.

In terms of digital skils forthe labour market, most respondents (80% ) across Europe consider they have sufficent digital
skis to do theirjobs. We made here the same observation as forthe case of digital skils fordaiy activities (consistent with

" https://ec.europa.eu/digitatsi g le-market/ennews/attitudes-towards-imp a ct-dig tisa tio n-and-automation-daiy-ife
2http //data.europa.eu/euodplen/dataldataset/S2160_87_1_460_ENG
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the analyss presented n Figure 3). Only 67% of respondents aged over 55 consider they have enough digtal skis to
performtherr current jobs, compared to 79% -85% of youngerrespondents.

Facng the necessty of conthuous traning for updating and improving ther digital skis for the labour market, most
respondentsin the EU (64% ) consider themselves suffidently skiled to benefit fromdigtaland onine leaming opportunities
with the same notable difference betweenthe age groups: 40% for respondentsover 55 compared to 72% -89% of younger
age groups.

Younger respondents consder they have approprate digital skils to be ablke to change their pbs and use digtal
technologies in the new jobs (85% -72% compared to 47% of those over 55). Moreover, the respondents with higher levels
of completed education feel more prepared and are more confident about usng digital technologies in a new workplace
(84% of those with the highest education kevel compared with 40% ofthose with the lowest education level).

4. Technobgical factors
4.1. Internet penetration

In 2017, the EU countries with the highest percentage of households having intemet access were Netherands (98% ),
Denmark and Luxembourg (97% each), Sweden (95%), Finland and United Kingdom (94% each) and Germany (93% )
(Source: Eurostat).

4.2.1CT usage in companies

Integration of internal processes. Informaton and communication technobgies (ICT) are increasngly used by
organisations in Europe as part of their intemal operational processes, such as radio frequency dentfficaton (RFID)
technologies and/or enterprise resource planning (ERP) software. Forexample, RFID technologies are used for after-sales
product dentfication oras part of the production and service delvery process, forperson identfication and access control,
formonitoring and control of ndustrial production, forsupply chain and nventory trackng and tracng, and for service and
maintenance nformation and asset management. Enterprise resource planning software is used to share information on
sales/purchases with other nternal functional areas. Other ICT-type technolbgies used by enterprises are customer
relationship management (CRM) to analyse information about dients for marketing purposesand to capture, store and
make avaiable dents' nformation to otherbushess functions.

An analyss of the use of ICT in companies across Europe in 2017 (al enterprises—10 persons empbyed or more, notin
the fnancal sector), shows that countries with a high ICT ntegraton in the intemal processes are Belgum, Finland,
Germany, Spain, Cyprus, Netheriands, Luxembourg and Austria (Table 1) (Source: Eurostat).

Table 1. Enterprises integration of ICT technologies in internal processes (calculated as percentage of enterprises
for 2017, 10 persons employed or more, notin the financial sector. No data are available for the financial sector)

Country RFID ERP CRM
EU-28 12 34 B3]
Belgum 21 54 43
Bulgaria 18 23 19
Czech Republc 8 28 19
Denmark 9 40 36
Germany 16 38 47
Estonia 12 28 24
Ireland 1" 28 33
Greece 7 37 20
Spain 15 46 37
France 1 38 28
Croata 14 26 20
Italy 13 37 31
Cyprus 14 35 42
Latva 9 25 17
Lithuania 10 47 33
Luxembourg 18 41 39
Hungary 7 14 14
Mata 15 29 26
Netherlands 18 48 47
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Country RFID ERP CRM
Austria 19 40 43
Poland 9 26 23
Portugal 1 40 24
Romania 7 17 14
Sbvenia 15 30 25
Sbvakia 18 31 24
Finland 23 39 39
Sweden 12 31 35
United Kingdom 8 19 32

Integration with customers. Companiesengage much more easly and faster with customers by employng ICT and digital
technologies. Thus, companies send and receive elnwoices that are sutable for automated processng, and they
automaticaly ink their bushess processes to those of therr supplers and/or customers. Data are ncomplete in Eurostat,
but fromthe information avaiabl, t is apparent thatin 2017, the EU countries that were sending elnvoices suitable for
automated processes were Spain (32% of al enterprises with more than 10 persons empbyed), Lihuania (24% ) and
Estonia (20% ) (Source: Eurostat). No data were avaiable forfinandal services.

Cloud computing services. More and more companies use the ntemet as a source for services or delocalsed work.
Companies can buy coud computing services from shared servers or service  providers, for example, e-mai or office
software (e.g. word processors, spreadsheets, etc.). Equaly, companies can use doud computing to buy hosting for the
enterprise's database, storage of fies, fnance or accounting software applcations, customer relatonship management
software and computing powerto run the enterprise's own software.

According to Eurostat, n 2018, companiesin Finland most intensively used doud computing (65% of enterpriseswith more
than 10 persons empbyed, not in the fnandal sector), folowed by Sweden (57% ), Denmark (56% ), Netherands (48%)
and Ireland (45% ). The highest ncreases i usng coud computing senvices by enterprises from 2016 to 2018 were
registered for Denmark and Netheriands (Source: Eurostat).

Big Data analysis.Nowadays, data are colected fromal possble sources. The chalenge, n terms of skils and abities,
s howto analyse and nterpret themal. Companies can colect and analyse Big Data from anydata source orcan analyse
their own Big Data generated by smart devices and sensors, geobcation of portable devices, socal media orother sources
The analyss of Big Data can be done by the company’s own empbyees and/or by an extemal service provider. Studies
show that jobs such as “Big Data manager” or “Bg Data interpreter” are very much needed, but theyare, in fact, in short
suppl.

Case study—Digital skills for the banking sector

Regarding the banking sector, both McKnsey (studies in the US) and Cedefop (studiesin the EU) show that fhandal,
banking and nsurance areaswi be strongly impacted bydigitalsation notonly on the operation side, but mostly regarding
ther workforce (Figure 4a, b) (Source: Cedefop, 2018;Manka, 2015).

Figure 4a. Economic sectors in which digitalisation determined job changes affecting the workforce

74



ISSN 2411-9571  (Print) European Journal of Economics May - August 2019
ISSN 2411-4073  (online) and Business Studies Volume 5, Issue 2

Accommadation, catering or food services
‘Social and personal services
Construction

Retail and sales

Curtural Industries

Agriculture, forestry o fishing
Transportation or storage

Public administration/support services
Education or health

Manufacturing

‘Supply or treatment of water

{Gas or electricity, mining

Finance, Insurance, retall

Professional or scientific services

IcT

g

10% 20% 0%

=
B
g
=
2
=

(Source: Cedefop, 2018)

At the Apri 2018 conference of the intemnationalBank Governance Leadership Network, the banking workforce in the digital
era was a prority topic. Intematonalbankleadersrecognise that emerging digital technolbogies and applcations, especaly
nteligent automation, are areadychanging the banking workforce and are expected to have a profound impact within 35
years (Tapestry Networks & EY, 2018). Manybankleaders expressed ther points of view.

“There isgoing to be digitisation of the workforce in a way we have never seen before. In 10 years, probably kss, we wil
have substantialy fewer empbyees, and the oneswe do have wil be significantly different from what we have now.”
(Drector)

“We wil not know what the bankof the future wilbe fke untilwe feelourway there. Itiscear, however, that one ofthe big
govemors of success wil be ourabilty to bring intech people and integrate theminto the gutsof the business.” (Director)

At the global level, banks are usng more IT and digital technologies to improve both operating effectiveness and the
customer's experience. Consequently, banks wl need sgnificantly more technology expertise than theyhave today. For
example, the next chalenge for the Australan banking sector s resources; according to Westpac CIO, the bigges
roadblock for banks as theyshift to digital models is fnding the employees to do t (Brookes, 2018).

Finding, hiing and retaining talented and skled bankworkers have become essential to competing and nnovatng in the
globalenvionment. Banks fight forskled people not onlywith theirtraditional sector rivals, such as fnandal and economi,
butalko against anewwave of competiion from big technology companies and start-ups. Thus, it becomes obvious that
the workforce is also changing in the banking sector, and banklkeaders and managersare being forced to think differently
about strategiesto acquire talented and skled workers.
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Figure 4b. Digitalisation of various icsectors inthe USin 2015 according to McKinsey Global Institute
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According to the international bank leadership network, banks are now in the early stages of planning for workforce
transformation (Tapestry Network & EY, 2018). Three chalenges are consdered essential for the hirng strategy: (1)
preparing for technology-driven disruptions that could require massive retraining; (2) dentifyng the skis and expertise
needed to compete in the future; and (3) attracting and retaining the people with those skils.

Digital labour market prospective in the banking sector

Due to emerging and nvasive technology, the nature of workin generaland in the banking sectoris changing. The change
affects the numberof workersthat wil be needed, the kind of skis necessary forworking n banks and the banking career.
Traditonaly, bankers have folowed a straight ine up through one bushessor hierarchy. Nowadays, it is said that“ We fuly
expect peopk to have fourorfive careers’ within the bank’ (Particpant) (Tapestry Network & EY, 2018).

In the banking industry, employment is becoming more fluid. Most analysts expect tenure within anyshgle fim to continue
to dedne. In the United States, the median tenure in 2016 forworkers ages 25-34 wasless than three years, compared
with more than 10 yearsforworkers in the 55-64 age bracket (US Bureau of Labour Statistics, 2016). Across Europe, there
is variation in job tenure by country, but even so, between 2000 and 2014, job tenure for miennials trended downward
(European Poitical Strategy Centre, 2016).
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In the nearfuture, bankworkerswho can performdifferent functionswi be very valuable. In 2018, bankleadersrecognised
the need to “focuson peopk, not roles’, emphasishg the importance of creating agie teams with different mnd-sets and
skils.

Attitudes towards digitalisation in banks

A PwC survey of approximately 4,000 consumers in the US carried out in 2018 shows a continuously growing trend for
onlne bankng actities. In previus years, people were choosing a digital nteracton with their bank irespective of the
hardware, ie. laptop, tablet or smartphone. The survey in 2018 shows, however, that people are choosng to use therr
smartphones more to digtaly interact with ther banks, what the PwC report cals “onine-dominant consumers are
becomng mobie domnantconsumers—and everyone else s shiting that way, too” (PwC, 2018a).

According to another study of PwC from 2018, banksare facng a change of customerbehaviour towards digital interaction
(PwC, 2018b). The shiftin consumers' atttudess determned by factors such as more and better expectations, more
nformation and more choices (PwC, 2018b). However, n addition to the atttude change, banks should consder other
factors when designing ther digital strategy. For example, people’s preference for onine and digtal actities i globaly
pervasie. Moreover, generation Y (the so-caled “digital natives’) are now at the age of choosng ther financal service
providers, and forthem, digtal nteraction with the bankis a decsie factor.

Conclusions

The scak and consequencesof digitalsation forthe whole of European socety are impossble to assess with precision at
this time. We are truly fachg a new industrial revolution that wil dramaticaly change ourwayof ife and the workforce. Wih
the digiisation of the economy as a global trend i the last decade and more sgnficantly during the last fie years, the
European Unon recognisesthat digitalsation changesthe structure of the labour market, affecting employmentand income
distrbution.

In the last decade, the European Union haslaunched manyprogrammes and inttiatives to encourage individuals to acquire
digtal skils necessary forboth sodal and professonalife. However, despite al efforts, according to the data pubkhed by
Eurostat, currently 44% of people lack basc digital skls, whie 37% of emplyeesdo not have the digtal skils that would
help themat work.

Over the last ten years, digital technolbgies have entered more and more sectors of the European economy. As a resu,
i 2017, 43% of EU workers were nvohed in changing and/orreplacng the technologies they use at work (ie. machines
and systems IT). Itis estimated that structural changesin the labour market n Europe are dosely correlated with the very
high demand foradvanced digial skis in the coming years. There is a strong correlation between the estimated number
of jobs thatwl increase n the nextten years and the needforadvanced digtalskis in these occupations.

The finandal, banking and nsurance areaswil be strongly impacted by digitalsation not only on the operation sde, but
mostly regarding ther workforce. At the globallevel, banks are usng more IT and digital technologies to improve both
operating effectiveness and the customer's experience. Due to the emerging and nvasie technology, the nature of work
i generaland i the banking sector is changing. The change affectsthe numberof workers who wil be needed, the kind
of skls necessary forworkng in banks and the banking career.
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Abstract

This paperis the subject of the Bachelor's Degree by Abina Dervishi under the guidance of the lecturer Dr.
Otela Lubonj. Through this study, it & intended to show what is recydng, whatis its impact on nature and
socety. As an efficent process for the handing and reuse of materials, which promotes nnovation
and an important and long-termeconomic growth. Equaly important are both socaland envronmental benefis
because t promotes the sustanable use of our natural resources and fosters community development,
saving of new land use, polution prevention, energy conservaton and reduction of greenhous gas
effects. To tel us at what stage of our recydng is our country and whether we have i or not asa cukure. To
explin what it means to use ndoor and outdoor recycable materals and what these materiak are. The
paper contnues to detai how recydable materias are selected in detai from ther chemical and
structural composton as these materals can be appled to the nteror and exteroor. In practice, t s
unkkely to achieve this ideal in the near future most of the constructon companies in Abania. However, a
signficant contrbution that the socety itseff, but also the construction industry can do, i to ink desgn and
ecobgy to buiding buidings and buidings without harming the envionment. So use the design in such a
way as to make possble the reuse and recycing of the materials used. The work at the current stage was
supported bysecondary data, the study at a second stage could be extended to pubic poicy presented asa
project forits realzation, in public nsttutions such as municpal units, cty hal. Through thispaper, UET draws
the attenton of the countrys scentfic opinion and beyond to the opportunties created for n-depth
studies n the field of Architecture and Desgn Scences.

Keywords: recycing, impact, sodety, environment, ecobgical material composition, interior, exterior.

Introduction

Student Abna Denvishi managed to work during this time n a company that deak with the recydng of various
materaks (especaly wood palets) usng them i interior and exteror, This was one ofthe man impulses thatshe
made this study and | asa kader of her graduation thess. The work started with the concept of the term "recydng"
based on the ending and resumption of the fe cyce of a material orproduct. How doesthe recycing process affect the
envionment, especaly in the envionment of a develping country such as Abania where polution i high becaue
it promotes the sustanable use of our naturalresources and fosters community development, saving new land use,
preventing Poluton, energy conservation and reduction of greenhouse gas effects. | could not leave without induding
the impact it hason the economy as the recyded materiak and fadities have bower costs but ako create opportunties
formore jobs. The use of recycable materials in architecture would bring a lot of benefitsby reducng the effect of concrete.
Whie socety values the improved Mng standards that the best buidings bring, t ako sees that envronmentalimpacts
can have a detrimental effecton ouroveral qualty of ife. To carify whatis meantby the use of recydable materals in
the interior and exterorand what these materiaks are.

The paper continues to detai how recydable materiak are selected n detai from their chemical and structural
compostion as these materals can be appled to the interor and exterior. One of the most commonly used
materak in Abania but massiely larger in the exteror, is the wood palet used forimport / export of goods.
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The main reason is that this material 5 easly recydable and without the need fora recydng company anyone can
ceate objects and fumiture as desred and envionment by creating a modemn and innovative decor. The man idea
of this work s that you can create and make art with anymaterial, just have the wi and the deste.

Purpose and Objectives: The main purpose of this study & to analjze and recognize more cosely the recycng
and use of recycable materials n interor desgn ast affectsthe envionmental ife of our socety. In this way, this
study contrbutes to the awareness of sodety, asthe fist study i the field of interior design in Abania.

Presentation of the problem: Recydng and s use n interor desgn. We have found that recydng is in sow pae
in Abani, creating problems in developing the countryand creating a broad game in the field of architecture.

This study takes a deep analyss of recydng in interor desgn. It explres and highights many other elements by
analyzng precsely the factors that nfluence the selection of recycable materials in interor desgn as wel asimproving
the ifestye of the ndiidual and the envionment.

-First, the studyaims to crtically evaluate and analyze recyding.

-Secondly, he ntends to draw on some of the data obtained asto how recydng i the envionment and i the ife of
each ndividual affects.

-Third, find out what are the recydable materials used in the interor and where the focus is on peopk's tendences
and preferences. And recently, the aim i to provide valuable knowkdge, concusions, and suggestions to each
ndiidual regarding recydng and intertwining it in interior design. In this context, this studywi be of interest not only
to the desgn architects but ako to the entie population, which requies more detaied nformation on the use of
recydable materials in everyday ffe and mainly in home fumishings or space thet free.

ORGANIZATION OF THE STUDY

The entrance, which is the prelude to the study. Here are the reasons for selecting the topic "Ushg recycable materals
i interor design. Purpose and objectives of the study, research questions and hypothesesraised in this paper.

Literature: taken nto consideration, setting out the main points on the concept of recycing,  foreign iterature and varous
objedts.

The recycling process (history) The recydng process in Abania & being devebped and whether or not cuture is
in our country, it alo poses some poits to whyi is i the interest of socety.

Methodology: It examnes n detai what are the recydable materials, how the recydng process of these materaks
s used in the buiding industry used in the interor and exterior, coupled with examples and a work in the interior, ako
induded a case study .

Conclusi and R dations: In this chapter we have attempted to camry out a quaitatve and quanttatie
empiical analysls by conductng a questionnaie dealng wih the analyss and interpretation of data, the statistical
techniquesused in the study.

RESEARCH QUESTIONS AND HYPOTHESIS

Main research question:

How Does Recyded Materials Affectin Interor Desgn?
RESEARCH QUESTIONS:

Whatis recydng and how doest affect the envionment?
Whatare recycable materials?

What recyded materials can we use in the interor?

Can we use recyded materiak n the exterior?

HYPOTHESES

Hypothess 1: The recydng termis quite popularin Abania and its impact onthe envionmentis great.
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Hypothesis 2: The most recydable material in Abania s wood. Hypothesis 3: The most rare material in recyding s glass.
Hypothesis 4: Recydable materials in Abania preferto use more in exterior than in interors.

REVIEW OF LITERATURE

Recycling as Concept.

Recydng s a series of actiiies that incude: colection, separation and waste retum process as raw material in the
process of producng useful produdts, saving energy.

The center of g Plant of —

= i recycling recyclili

Use in ne Splitting
products into small
pieces

Swim
reservoirs

Formation
of balls

N 7

Essential the pieces

cleansing _ into the juice

Figure 1.1. Recydng process
Source (Guri. M. 2008)

Recydng means that procedure, with the help of which old materials and waste are prepared so that they can be used
n a new materal (recydable) or n combustble energy-efficent combustion devices. So recydng is the process of
refning the waste into a new product and without changing the chemical structure of the materal. But recydng i not
anew concept. Recydng practice hasbeen used for thousandsof years. However, i hasbeen largely affected by
the supplyand demand astt is today.

For example, archaeobgical evidence shows that mosques from Byzantne imperal times were recyded in the
ancent town of Sagalssos, bcated in Turkey today. There s ako evidence that the early Romans recyded
bronze coins and used them to buid statues that were sold at an even higher monetary value than the orighal
ooins. In difficut times (for example, n war time), metak from everything, ke ewelery and cons, meted into weapons
or other necessary goods. Archaeologists concuded from the remnants of recyding history - that recydng was a practie
used during difficult times.

IS RECYCLING NEEDED?

The domnant reason for the reuse or recydng of materials and goodsis to reduce the impact  of our socety on the
envionment - the world we ive in (Berge, 2001). Construction ndustry actiities, in response to the companys demand
for a better standard of Mng (new housng constructon and renovation of old ones), have been seen to hawe a
major impact on the envionment.

THIS IMPACT CAN BE MANIFESTED IN MANY WAYS
In the exhaustion of non-renewable naturalresources- of mherak and fossi fuels

In air polution from production processes and road transport
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In degradation of the naturallandscape - quarries, loss of forest surfaces, landfi stes.

Whie socety vales the improved ing standards that the best buidings bring, t also sees that envronmental impacts
can hawe a detrimental effect on our overal qualty of ife. In recent years, this confict hasled to ncreased pressure
from many directions, both nsde and outside the construction industry, to ncrease the reuse and recycng of goodsand
materiak.

Four Reasons Why Recycling Is Necessary:

Recydng saves energy. Recyding saves energy, asthe manufacturerdoesnot need to take and consume the first natural
resource to areate a product. Ushg recyded production materiak contributes to reducng energy consumption, which
lowers the oost of production.

Recydng protects naturalresources as wel as widife. By recydng, we reduce the need for raw material, which
deak with destroying the natural habitat of animak, especaly wid ones. Moreover, paper recydng protects mlions
of trees from destruction.

Recydng i a postive factor for the economy. Recydng and buying recyded products also leads to increased demand
for such produdts. Durng their production, products made up of recyded materiaks need less water, ceate kess
poluton and consume less energy. How and saves taxes.

Recydng helps n dmate issues. Recydng producesa very bw kevel of carbon, a fadt that sgnificantly reduces the
kvel of gas emissons that create the effect of the greenhouse, notat alheathyforus and ourplanet.

RECYCLING AND COMMUNITY

The impact socety plys in rashg awareness and improving the envionment s enormous. Which means that the
more nformed about the recydng and the benefis it offers, the more theyare wing to recyde. Many people consder
recydng to be something that we alneed to do. It's good for the envronment, reuse materiaks instead of creating new
ones, reduchg storage, and the st goeson. But a great benefit that peopke often underestimate i the impact of recycing
programs that theymay have in a communtty.

Strong programs of recycng can contrbute to a heathy, unted communty. Some of the many benefis of recycing
are the preventon of greenhouse gases and supporting local economies by aeating jobs and tax revenues
Recydng programs can ako hep improve the qualty of water, ar and buiding sustanabl blbcks for Growing
communtties. The main reason is thatrecydng programs encourage people to recyce. The easkr i is for community
members to recyde, the more kely they are to commt to recycing.

Therefore, f a community invests na sold and relable recydng ifrastructure, more materal can be recyded
nstead of beng bumed or going to landfls that have adverse envionmentalimpacts. Whie waste disposal simply
points to ther transferto storage, recydng gives new ife to these materials, thuscreating opportunitesfornew pbs. The
more a recydable material has been used before, the greaterthe numberof jobs that can be created. These jobs also
ncude some industries and ndude a variety of skis, such as commodity marketing, materal separation, handmade
fumiture etc.

METHODOLOGY

To acoomplsh this paper, this working methodology was used: Primary research - which s based on data and fied
nformation. The source of this nformation is the doser observation of the implementation of recyded materiak in the
iterior, based on informaton obtaned from real data. Secondary research - which s used to study theoretical
ooncepts of the construction industry regarding recydng and its nvolement in interor desgn. Numerous study
artides have been used for this purpose.

ANALYSIS, DATA INTERPRETATION- ALBANIA IN RECYCLING PROCESS

Abania's economic and socal development over the last decade hasrecognized and increased the recydng ndustry.
Today, there are counted over 30 companies of considerable sze manly concentrated in the Korga - Ebasan - Trana -
Durés axs, butako otherregions such as Berat, Shkodra, Gjrokastra, Fieri orDibra have been recaimng the recydng
process. These companies are assocated with large colection centers which are their primary  supplers.
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Municpal waste generated in Abania s not formaly separated into recydable components, athough efforts are being
made. This stuation has brought about a system organization with at least four inks (abeit not al formalzed) in the
recydng industry chain which incudes several sectors such as: ferousmetals (auminum, copper, bronze, znc, lead),
metals Ferrous

(fon, stankss steel), plastics (polyethykene, polypropyene, PET), paper and batteres, eledrical and electronic
equpment (re-use only), glass (reuse only). The most devebped sector s that of metal recycng, but other
sectors have ako developed inrecentyears (athough glass recycng stl lags behind). In Abani, about 386,728,650
kg of waste i generatedperyear, which means thaton average each person generates 126 kg mxed waste a year.
The compostion of municpal soid waste in Abania is: 5.66% metak, 8.97% paper, plastc 10.72%, glass 4.55,
organic 51% and the rest of other waste. There s a growng tendency to generate waste and, consequenty,
recycable materak.The simpified lnkage scheme n the recydng industry s composed of: recydng or exporting
companies, large oolection centersof recydable materiak, smal colection points and indiidual, mosty ndvdual
olectors.

Exporting
recycling
company

e ——

N — | U

Collection center

Collection center

v I
Collecti pointJ C ion point [+ i point‘

Figure 2.1 Spffied inkage scheme in the recydng industry
Source (Guri. M. 2008)

Large colection centers of recydable materiaks (about 5,000 m2)are large private companies distrbuted throughout the
terrtory of Abania that colect and trade these materals depending onthe best price etther to the recydng companies
or to the exporting companies. Theyalo have ther own basic took and equipment needed forlbading, unoading, cutiing
or transporting recycable materak. Amost al these large centers alo have ther colecton ponts ranging from
one to several points fora center.

The colection ponts (or scrap yards) typicaly about500 m2 each, are mostly famly bushesses that serve as a Ink
between individual colectors and large colecton centers coordinating ther activty. Each colection pont ako has
a dedicated number of individual colectors who supplyit regularly, athough theyare not always sustainable becaus
theytend toleave and sel ther materals to the point that also offersthe highest prize.

3.1.AIS RECYCLING CULTURE IN OUR COUNTRY?

Waste management n Abania & at a very low lkevel Soid waste colecton systems have been provided only by
cties, butnotbyrural areas. Very lite recydng is practiced. Most of the waste is disposed of on ste. There are no
oolecton systems n rural areas and smal towns. Much of the waste in these areas is deposted on rivers or roadways
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that are transported by the waters and thus relocated to another part of the land and finaly to the watercourses
Todays waste management system i controled by bcal government. Waste colection and removal systems are
nefficent and ineffectie. Decisons for their colection  and removal can not be made i the absence of reiable
nformation. There is no genuine traditon of treating and removing waste. Financal and technical resources are very
scarce. The socety lacks information regarding the risk that is caused by waste management. Envionmental specalists
explain thatthe biggest probemin waste managementin Abania i notlack of laws butlack of panning of nsttutional,
technical, human capacty, fnancal resources, infrastructure nvestments, lack of economc took used for Waste
management, poorcommunicaton between bcal and central governmenton waste issues, lack of networks to colect
and process them. There s a fee type for waste known as the "Cleaning Fee" set by lcal government units underthe
Local Tax Law. These taxesare different formunicpaltes n different countries and onlyconcem the deaning of the cty,
oolection, transportation and removal of urban waste fromthe respective holes.

3.2. RECYCLING INTHE INTEREST OF SOCIETY.

Itis afact that many naturalresources and our Earth are not renewablke and thisis one of the main reasons why recydng
i an important process in our ves. As an efficent process for the handing and reuse of materials, it promotes
nnovaton and an important and bong-term economic growth. Equaly important are both socal and envionmental
benefits because t promotes the sustanable use of our naturalresources and encourages communty development,
savng of newland use, poluton preventoon, energyconservaton and reduchng greenhouse gas effects . Approximately
60% of ourwaste can be recyded todaybut there are sti many peopk who do not know, eg. , That the plastic bottles
of water that we drnk are made from oi. This s the same diesel used to produce benzene, t is the same diesel
for which there is great demand and s not an unlmted source. But i is the same fuelthat, when bumed, causes the
emisson of greenhouse gases.

Today, most commonly recyced produdts are paper, cardboard, plastics, glass and aumnum produdts. Recydng can
be done at home as wel as in conjuncton with local govemment programs, assodations and bushess. Many
busnesses pay for ron scraps or beverage cans we use every day, thus ncreashg the cost of therr products. Aumnum
recydng saves 95% of the energy t needs to produce from raw materiak. The energy saved from recyding an
aumhum ton i equalto the amount of electricty that a household uses for aimost 10 years. Recydng an aumnum
cans saves energyby usng a 100 watt bub for 20 hours, a computer

for 3 hours, or A TV set for 2 hours. Put another way, recyding 20 cans requires the energy of producng a new can.
So one i twenty (EPA-Envionment Protection Agency, 2008). By recydng a plastic bottle, it not only saves 100-1000
years on landfl storage but also saves greenhouse gas emissons from the production of new bottles and the oi to
be used in the envionment Produce these bottles. A ton of plastic materals to be recyded are equalto the amount of
energyused by two people fora ful year, the amount of waterused byone person overtwo months and the saving of oi.
26 PET bottles, if recyded, are equalto the producton of a polyester suede. 5 PET bottles are enough to produe a
synthetic sweatshirt.

RECYCLED MATERIALS.

The materiak range fromthei recyde properties, such as paper, glass, plastc, metal pieces and waste tires. The most
recycable are the metal remnants in a relatively dean form, so the metak are meted and reused in other useful
components. Among the least recydable materiaks are mxed polymers or ingredients that can not be separated. The
chemistry of some of the polymers is such that once formed of monomers can not be dissoved and re-formed in another
useful form. We diide these materials into three categories:

The first category of recyded materals consits of elements that are not retai but used n different forms hinder
recydng. Wood & a typical example. At least those pieces of wood that are used i buidings that are then
damaged can and should be recyded. The best example of this dass is the letter. Paperfbers can be recyced over
five times and are of such a nature that facitates recydng. More than a thid of the world's paper product is recyded
and this fracton wi ncrease over 50% in the comng decades. The main cause of paper recydng i not the need
for wood to produce vigin paper but the growing need for waste paper storage. Factors that compicate paper recycing
ndude adhesies, paints, caps, grease and other impuriies as wel as tendons that have recyded paper fbers
to become more stretched, less soid and drierthan new- Produced fromtrees.

The second categoryof recydable materials consits of those eements, mainly metals, whose world stocks are bw.
Chromum, plathum and the whole group of precous metals are examples of these elements. By giving maximum
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recydng opportunties, especaly through high-priced mechanisms, it appears that natural resources of these metals
wi not be exhausted thanksto recycng in the nearfuture.

The third category of materals to be considered in recydng conssts of parts and applances such as parts of the
machinery discussed above (the category of metak). In many cases these parts are repaired and reused even f this is
not possble, deposts forthese productsserve asa recydng supply point.

10.RECYCLING OF PLASTICS

Shce World War I, plastics have become a majpr probem in urban waste. Much of the plastics do not bo-
degrade wel or at al and thei contrbution to soid waste i great in the areas of garbage colection even after
biodegradation of other wastes. Due to the variety of compostion, impurities, consttuent pigments and other factors
recydng plastics in sold urban waste s a promisng goal Post-consumer recydng technobgy has been developing
faster than recyding technology for other half-century materials. However, only the last five years of the kst decade,
high-densty polethyene (HDPE) and polyethyene terephthalate (PET) post-consumer products are considered
recydable. These two products, especaly the HDPE bottles of mk bottes and dean PET, now in the market occupy
an important pace. The plastc market & kess developed between recydng markets due to late recydng capabities.
However, many plastics are coated, roled, bundled or chopped and later sold to converters. Plastics are divided into two
dasses, which greatly nfuences ther recyding.

Thermoplastics are the ones that become fuid when heated and harden when cooled. Whie they can be heated,
meted and reshaped many times, thermoplastics are highly recycable. Recycded themoplastics indude:

Polyakenes (polyethyene and bw and high densty polpropyenes), Polwnyichbrdes  (PVC), used in large
quantites to produce plastic tubes, household products and other resistant materak. Polyethykene, polystyrene and
terephthalate. Pastic packaging mainly s made of thermoplastc and potentialy recydable. Fortunately from the
point of view of recydng, thermoplastics make up the largest amount of used plastics.

Thermo-resistant plastics are plastics, which are formed by the bonds between polymeric units when heated. Theee
bonds form the edges of plastics that do not soften when heated. Athough thermoresistant plastics can not be recyded
they can be bumed to obtain heat from them. An important dass of thermosenstive plastics are epoxy resns that ae
characterzed by an oxygen atomlocated between two neighboring carbon atoms (1,2-epoxide or oxrane). Epoxides
are widely used n mxed materaks combined wih glss fber or graphite. Other thermosenstive plastic materals
ncude phenolc cossinked polymers, some types of polyesters and sicones. Plastc contamnants should be
oonsidered, for exampke, the color used to paint plastc obcts s a typical polutant, different types of dressngs
of different types may be behaving as polutants. Materials of this type can weaken the recyce properties of the material
orbecome gas when plastics heat up forrecycng.

SKIN

A recydable material 5 ako the skin. Synthetic polmers that are akeady manufactured produce large amounts
of keather and rubber stored in different bcations. Synthetic rubber and synthetic leather is a hydrocarbon polymer
that can alo contain other materiak such as black fler carbon. Some types of skns can be buried / recyded. A
major conplcation in buming and recydng of keather and tres is the presence of ron rings in many radil tres. lron
present hampers shredding equipment and conveyor mechanisms  both in recydng and combustion processes.

CARDS

Corrected ketters and manufactured papers are purchased and sod between a network of local  processors and
commissoners and put these materiak on sale and export to paper factories. Factories alo buy materials directly
from colectors. As improved (regenerated) paper are dassfied:

newspaper papers, corrugated cardboard,

mixed papers(newspapers, arsand boxesof cards), high level of whitening (white paper of offices), and dough substiute
(usualy thick cardboard).

Paperml manufacturers, the majority of improved paperusers, use raw materiaks to produce recyded paper and paper
products, such as newsprint, cardboard shreds, average paperboard, letterheads money. Shredded paper can be used
to make animal layers, hydro-produdts, the late-produced paste ofdough, aswelas celubse nsulators or protectors.
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GLASS

Recyded glass markets provide lite polution. The recycing programorganizers should aim at the high qualty of recyced
glass. Aternative glass markets ndude glass-asphat, glass art, sand and post-ndustry meting, wndow glss, and
ghss coatngs (protection). Improved glass markets are centered and nsist on brown glass and cear packaging.

METALS

Iron or non-ferrous metals can be prepared for sale through some combination of treatments by laminating, bunding,
and shredding. Through a weHaid, wekgrounded treatment and recydng network, recyded metals are used for
household uses and exported over the last century. Iron resdues indude those of cars, household applances,
varous equipment and applances, bridges, and other iron and steel products. Non-ferrous waste ncudes aumnum,
oopper, kead, cans, and precous metak. Iron, ron and non-ferrousmetals can be prepared for sale on the market by
combining the processes by roling, bending and shredding. In some cases, handlers mekt ron in molds or ingo before
selng t to the finalmarket.

TIRES AND CARS

Car tres represent a new chalenge to sold waste and recycing programmanagement. In the past, most of the tres
were retraced, but with the occurrence of the radiant steelbelt and the newest cheaperties, there are fewertres today.
The use of broken tires or parts of themas a source of fuel s growing. Energy regeneration enterprises, paper and
celubse factories, and cement kins are the most common users of these auto tire waste.

Recyclingin Interior

When materials are recyced their new ffe begins asa raw material for a production process and the main concem s to
know the ingredientsorthe chemical compostion of the material For this reason, an essential requrement for recycing
is that the materiak should be dean, durable and as unpoluted as possble, for example a crushed masonry that
does not contain anywood or plastic compostion. With the exception of the crushed aggregate used to make concrete
that the recydng of materials is not done at the construction ste. Wood, plastics and metals are al recycable, in
specalzed or ndustrial factories, outsde the construction industry. In the case of recyded materiaks there should be
no nk between fist and second use. Wooden wndow frames can be recyded and used to make kichen cabiets
Pastic bottles can be recyded to make plastc dranage ppes and car tres can be used to make acoustic
nsulation. Redaimed materials from a destroyed buiding or constructon waste can be recyded and used outside the
oonstructon industry, and recyded materials used in construction products may have been redaimed from outsde the
oonstruction industry. Crcumstances in which recycding can be a practical propostion vary frommateral to materal and
product to product (Rayner, 2002). Many large producersrecyde post-ndustrial waste as a normal part of ther process
and have been doing snce the start of production. For exampl, the waste materials generated have been used n the
manufacture of plasterboard wal used n the interor And that can be recyced at the plant. It'sa different kind of recycing
process when plasterboard surpluses are back from the factory buiding ste and re-enter the production process. This
can be done dependson how dean and unpoluted the materalis.

WOOoD

Wood is used in a wide variety of buiding components and buiding elements, the materal is used in various shapes that
differ from structural wood that can be hundreds of years old, of modem products such as chipboard and fbreboard,
which Are made fromsmal wood partides tied to a resh adhesie.

The functon of wood products s widespread, from substantial beams and roofs to create elements such as rais.
Large quantties of wood used n buiding construction and the ease with which it can be evaluated makes it a good
candidate forreuse and recyding.

As wood, the use of wood to mold concrete accounts for a substantial part of al wood cut board products (such
as plwood) used n buidng construction. Opportunties for reuse wood in construction vary greatly depending on
the type of wood product and is ntended use. Softwood & very prone to be damaged during the deconstructive or
demoition process.

However, recaimed timber has many opportuntties for reuse and recydng, depending on s shape: itis sold on the
bass of the length or voume for reuse as a structural or non-structural timber; reuse to make casting and shuttering in
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the construction of concrete; recydng foruse i fumiture orkitchen production; recydng ke wooden balastand used as
an enhancer.

Figure 3.1. Kichen with recyded wood Figure 3.2 Recyded work desk with recyded palets

Source:
https://www.google.al'search ?q=interior+recy ding &source=hms&tbnrisch&sa=X&ved=0ah UKEwiv8Kiu9t3UAhVHUBQKH
bNTBEsSQ_AUICigB&biw=10248bih=638

RECYCLED WORK DESK WITH RECYCLED PALLETS

Od wood can often be of higher qualty than modem wood with few defeds, seasoned and avaiable in sze, kength
and compostion that today can be dfficut to produce from sustainable sources (Ross, 2002 Yeomans, 2003).

Figure 3.3. Bedroomwith Recyced Palets.
The newest interior trend is now the use of recyded palets.
Metals

Al metak requie a bt of energy to extract them for mneraks and ther producton in fadities. This resuts in
higher prices compared to non-metalic materals used in buiding construction. Metals are often easy to separmte
from each other and from other materals. Some metak are easy to separate from mixed wastes - ion and steel
can be separated by electromagnetics as wel as aumnum and copper can be separated usng other electromagnetic
processes.
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Figure 3.4. Coffee table made frommetal partsof an outdated tractor

Source:https://www.google.al'search?q=iterior+recycng&source=hms&tbnisch&sa=X&ved=
0ahUKEw8Kiu9t3UAhVHUBQKHbNTBESQ_AUICigB8biw=10248bh=638

Finaly, metak can often be separated fromeach other and other materiaks usng a fuidzed bed that isolates the
materak by densty. Fnaly, metak are easy to recyde simply by meking n metal furnaces. For these reasons
only a smal amount (but st important) of metal fnds its way to the warehouses; Metaks that are highly related
to other low-vaue materak that make non-economic separation, for example some composte panelproducts and
Ightweight devices.

Figure 3.5. The coffee with metal flooring

In the re-metting process, metal propertieshave been fuly restored, though not aways easly, regardless of their physcal
or chemical form. The final produdt, thus the metal obtaned, s effectively new and this means that the metals
can be recyded indefiniely. Metals are diided into two categories: ferrousand non-ferrous metals.

FerrousMetak (Cobred)

Ferrous metak indude hundreds of different ron bonds, induding wrought ron, cast fon, soft steel, stanless steel,
eroson steel, high-elastic steel, and so on. Different bondsindude at least 80 percention with up to about5 perent
carbon. The remaining percentage consists  of otherelements such as copper, chrome, manganese and manymore.
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Figure 3.6. Recyded steel bar

Generaly steel hashigh value reuse or recycing. One reason is that structural steel is divided into standard parts. This
meanst i kely to be used for second-hand use. Ao, steel sections are very versatie and structural beams from
buidings and can be reused in propects of varous interors and extreras. There are widespread envionmental
benefits n reusng steel beams and courms as energy s stored twice - intaly the energythat wl be needed tore-

met steelin an oven, and secondly, energy stored without having the components made of new steel.
Non-ferrous metals (coloriess)

Copper, brass, aumnum, znc, th and kad tend to have a higher value than ferrous metals and thus have a great
potential for recydng. However, a smiar story apples to the use of non-ferrousrecyced metals, as appled to steel-
relatiely lttle metal s cast aswaste and the demand for new metals exceeds the supply of used metals. There is sti
a requiement for vigin metaleven it is mxed with recyded metal

Mosque

There are three general types of uster that can be a source for reuse and recydng of glass - from windows to a sngle
sheet of glass and glass panels made of toughened or lamnated glss from facade or dressng systems. In addiion
to the risk of damage, the most difficut obstace to overcome i the demand for ncreased thermal and acoustic
nsulaton i buiding construction. This means that the only 4-6mm glass sheets are no bnger lkely to meet the
thermal performance requirements. Duakglass unts can be disntegrated, deaned up, unted, alowing properinsulaton,
f necessary.

Figure 3.7. Office with recycded glass

Source: https://www.google.al'search?q=interior+recyding &source=hms&tbnrisch&sa=X&ved=
0ahUKEwiv8Kiu9t3UAhVHUBQKHbNTBEsQ_AUICigB&biw=10248bih=638

An important obstade to the reuse of glss sheets is the potential for acddents during its removal Often the
amount of glass that is shifted to reuse orrecyde proves to be nsufficent to justify the cost of a spit product and this
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rarely proves to be cost-effective torecyde glass waste. This may change when buidings that have folowed the recent
fashion for large glass facadesrequire replacng or recydng theirfagadeswhen theyare damaged.

Figure 3.8. Recyded glass shk.

Glss i one of the easest materials to recyde though its rewring & a process that requies itense energy. Ako,
there are many diferent uses for recyded glass. Today most of the recyced glass i cushed and used in the
production of new glass containers or for fberglass nsulation. Very few such productsare used n the constructon industry.

Plastic

Figure 3.9. Furniture made of recyced plastic

The ndustry of construction is a large user of plastics, accounting for about a quarter of the annual consumption and
second only to the packagng industry. Athough some plastics can not be recyced (because of therr chemial
compostion), many can and the plastics ndustry is aready albong the wayto having a developed recycing sector.

Figure 3.10. Chairs made entirely of recyded phastic.
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Many productsare avaiable for use in the ndustry of construction that are made entirely or manly of recycable plastic.
Among this wide range of recyded plastics produdts currently avaiable are: geotextie and land maintenance produdts;

nsulaton materals;

whdow frames;

roof coverng materals;

varous types of ppes and ducts;

panelprodudsformakng cupboardsand cupboards;

carpets, ties and otherfloor coverings;

street, park, outdoor furniture and accessories made of plastic umber;

Synthetic surfaces for sports groundsand sportsfields;

acoustic screens and barriers made fromrecyded rubberties.

Regarding the use of recyded materals in the interior Abina haspresented herfirst workin this field as folows.

Figure 3.11. Programming office with recycled pallet Source: ( Author)

This project consisted on recycng of palets, which means: demolton, grinding, buiding themin diferent objectsand
painting depending on the requrements (here also ncuded their painting). In this project we have buit an office desk for
sk peopl, a smal comer table, an angle, a coset, a ampshade with fower pots and pakttes, we used the palets as a
separatng wal in the office envionment and plced t on the wal constructed in various forms) for decor.

Recydng i the eksterior

Outdoor fumiture s needed to be safe, time resistant and durabl. The outer landscape of a buiding & often open
to public use and thus the materials must be as durable as standard nstalations. Some recydable outdoor cast ron
fumiture are avaiable painted with graphite forlbow maintenance cases.
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Figure 3.12. Exterior furniture constructed with recyded palets.

Safety s alo an important issue that equipment and fumiture can not be stolen and transported. Reushg a component
is appropriate depending on the conditon of the object. Most components wi require visual, structural, and safety
testing to determne the work required before nstalation. A ful specfication i needed to ensure that appropriate
work 5 done and the complcations that may arise with the costs. The component wl be required to be safe, bow
maintenance, and resstant to dimate change. Roads and parking areas around the buidings offer the opportunity to
use recydable materiak. Ther sub-base can be made ushg cushed wals recyded from runs. Coated surfaces can
be made usng mixed concrete with recydable aggregates, concrete blocks made with recyced aggregates, orrecyced
asphalt wth cushed glass fiing. Asphating is avaiable to contain a smal proporton of recyced asphat (10-15
percent), which wil reduce the demand forvigin oi aggregatesused to make asphat. Recyded car tres can be nduded
asa cord n order to ncrease the content of recyced material up to 30 percent or more. Chidren's play areas and artfical
surfaces for varous sports can be made from produdts thatindude recycable gums that are usualy taken from car tres
and wooden palets.

Figure 3.13. Recyded and used dummy car tires.
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Figure 3.14 Car tires used as vases.

Alarge numberofrecyded productsforoutdoor use are avaiable with recydable polymer materiak. These are often caled
"plstc materiak" and are avaiable i a varety of colors.

Figure 3.15. Exterior with recyced palets

Source; https://www.googk.al/search?biw=10248bih=6388tbnFisch&sa=1&q=exterior+recycing
+home+decor&oq=exteriortrecycing+home+decorégs_Fimg.3...5345.7510.0.7848.0.0.0.
0.0.0.0.0..0.0....0...1.1.64.img..0.0.0.UB3B5C8C1D0

Examples indude hedge fencng, barriers, amchais, pionic tables, payground equipment, playgroundsand sports
groundsand decoratons.

Some typicalexampks are:

Synthetic surfaces made up of used ties (85-95 percent of the tire after consumption) which are avaiable for outdoor and
sports areas, fortennis, hockey, soccer and so on, aswel as for chidren's playgrounds.

A wide varety of garden fumiture such as fences and doors, decoration and decorative featuresused n garden
settings can be made with 90-100 percent recydable polmer materiaks. This plastic or plastc wood material & very
durable, Avaiable n many cobors and does not requie maintenance. Producers often pont to the economic benefts
of woody phstic products compared to naturalwood or atemative metak. Its strength and hardness

vares acoording to the type of polymer used. Densty and strength can be increased by incuding up to 50
percent of post-ndustral wood fbers with recyded polymer. An even stronger materal s obtained by mxing 20
percent of recyded polymer glass fiber to create a reinforced plastic fiber.
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Recyded polymer products, made from old carpets for example, can be used for varous applcationsin car parks,
such aswheel traffic and pedestrian barriers. Theyhave advantages over concrete because the carsare not damaged by
smal blows.

Case study by Bl Adds.
(Building C.K Choi, University of British Columbia, Canada)

=

Figure 3.16. Externally reclaimedbricks, C.K Choi Building

During the short preparation of the projct for the buidng C.K. Choi at the home of the Asan Research Institute,
the Universty of British Columbia decded it should be a green buiding demonstration that would set new standards
for sustainable design, construction and operation. Buiding material were one of the seven green desgn categories
and the targets were determned that 50 percent of buidng materials should be recaimed or recyded and that50
percent of the materials should be recydable.

It was accomplshed soon enough to accomplsh this objective it would be important to ncude a consderable
amount of reusable material on a large structural and surface level of the buiding. Architects establshed a connecton
network wih local demoltion contractors and buidings visting and planning lbokng for potentaly useful materals.
Once the materials are avaiable, then research s needed to determne their sutabity and acceptabity within existing
buiding codes, material testing, bng-term sustainabity, and technical

aspeds detaied with older or atemative products. The desgn process is necessary to be flexble to accommodate
materak to be reused as in the prevous buiding. Adual szes, quantiies, and orientation are often notknown unti
materiak are taken. Therefore,the desgn process is prone to resemble the process of renovating a buiding. Foreach
element used N construction as reuse / recydng, there was evidence to test their durabity. The reasonswhy some
options are exduded for Chois construction (but may be applcable to other progcts) indude:

Inadmissble by the universty buiding department, for example crushed glass for fing, carpet made of recyded
polethyeene terephthalate (PET);

Unknown to the local construction industry, for example the use of crushed concrete as fiing;

94



ISSN 2411-9571  (Print) European Journal of Economics May - August 2019
ISSN 2411-4073 (online) and Business Studies Volume 5, Issue 2

Lack of information about recydable materials, such asalumnum window frames;

The product is not approved by the contractor's assocation, therefore it is not acceptable for the construction of the
universty department, for example roof nsulation usng recydable plastics

Inadmissble performance, forexample wind from carpet carpet; New materials used in preference to redaim and provide
warranty.

CHAPTER IV (EMPIRICAL DATA ANALYSIS)
Questionnaire

Have you ever encountered the term"Recyde"?

Yes No

% of 75% 25%
responses

Table 1% of responsesto the term"Recycing"”
Graph:

80%
60%
40%

20%

0%

% of resposes

HYes HNo

Graph 1.1% of responsesto the term"Recyce"

Conclusions: According to the graph above, about 75% are famiar with the recydng term and its function, whie 25%
have not previously heard this term or what function t has.

Do you thinkrecyding affectsthe envionment?

Yes [Maybe No

% of [719% 16% 5%
responses

Table 2. % of responsesto the impact of recydng in the envionment
Graph:
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80%
60%
40%
20%

0%
% of resposes

HYes W Maybe mNo

Graph 2. 1% of responsesto the impact of recycng on the envionment.

Conclusions: Based on statistics, 79% confimthat the impact of recyding on the envionment s very important, 16% think
thatthe impact is mnimal and 5% thatrecydng doesnot cause anykind of impact on the envionment.

Do you know what are recydable materals?

es [Maybe [No

% of [70% 20% 10%
responses

Table 3. % ofmaterakrelated responses

Graph:

70%
60%
50%
40%
30%
20%

10%

0%

% of resposes

mYes mMaybe mNo

Graph 3. 1% ofresponsesto material recognition

Conclusions: As can be distnguished from the above study, 70% are aware of the materiak that can be recyded, 20%
oonfimed they knew very lttle of such material, whie 10% hadno nformation.

Do you think that Abania, asa devebping country, should use recycabe materals in the

nteror and exteror?
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Yes

[Maybe

% of responses

186%

9%

5%

Table 4. Table of% response to the use of interiorand exterior materi

Graph :

100%
80%
60%
40%
20%

0%

% of respos

es

No

mYes ® Maybe

ak

Graph4.1% of responsesto the use of interiorand exterior materiak.

Conclusions: As can be distnguished from the study above, 86% think that Abania should use recycable materials
i architecture, then we have 9% who thinkit & difficuk to realze butnotimpossble. Lastly, 5% Are againstthe us of

these materik.

Whatrecyded material is most often used in wood, metal, plastics orglass?

[Rarely [Often [More often
ood 10% 25% 65%
Metal 5% 25% 0%
Plastic 50% 30% 20%
Mosque 80% 20% 0%

Table 5. % of the answersfor most used materials

Graph:
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80%
70%
60%
50%
40%
30%
20%
10%
0%

Wood Metal Plastic Mosque

mRarely mOften ® Veryoften

Graph 5.1% of resposesfor most used materals

Conclusions: According to the statistics obtaned from this interview, the most used materiaks are wood wih 65%
and plastics with 20% . This s because of the ease that these materiaks offer durhg the recydng process. Whie
75% metal is very rare in its use in interor orexteror, with glass which has80% of use veryrarely.

Is the use of recyded materials preferable to interior orexterior?

[Rarely [Often [More often

Interior 10% 40% 50%

Exterior 0% 10% 90%

Both of them 60% 10% 30%

Table 6. % ofresponsesto where the use of recydable materiaks s preferred

Graph:
100%
80%
60%
40%
20%
0%

Interior Exterior Both

mRarely mOften mVeryoften

Graph 6. 1% ofresponsesto where the use of recyced materals s most preferred
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Conclusions: As i seems, the Abanian population i st preferring the use of recydable materiak. Based on static
statistics, 90% prefer the exterior of recydable materials without leaving the interior with 50%, it &5 ako worth notng
that a 30% share of the populaton preferred to use recycable materiaks both in the nterorand exteror.

Questionnaires:

Number of respondents: 100 persons, who were of different professons. Number of women 58 and men 42. Ther
average age of 37 years.

CONCLUSIONS AND RECOMMENDATIONS

The recydng polcy has been used for thousands of years and contnues to be used today, has been largely affeded
by the supplyand demand ast is today.

Itis evidentthatrecydng asa process hasan impact on the envionment. This impact can be manifested n many ways:
the exhauston of non-renewable natural resources - of fossi mnerak and fuek: in ar polution from production
processes and road transport: degradation of the naturallandscape - quarries, loss of forest areas, Landfi stes.

Recydng saves energy. Recydng saves energy, asthe manufacturerdoesnot needto take and consume the fist natural
resource to create a product. Usng recyced production materials contrbutes to reducng energy consumption, which
lowers the cost of production.

Recydng protects natural resources as wel as widife. By recycng, we reduce the need for raw materal, which deaks
with destroying the natural habitat of animak, especaly wid ones. Moreover, paperrecydng protectsmiions of trees
from destruction.

Recydng s a postive factor for the economy. Recydng and buying recyded products also leads to increased demand
for such products. During their production, productsmade up ofrecyded materials need less water, create less polution
and consune kess energy. Howand Saves Taxes.

Recydng helps in dmate issues. Recydng producesa very low kevel of carbon, a fact that sgnificantly reduces the
kvel of gas emissons that areate the effect of the greenhouse, notatal healthyfor us and our planet.

Abania's economic and socal devebpmentover the last decade hasrecognized and increased the recydng ndustry.
Today, there are counted over 30 companies of considerable sze manly concentrated i the Korga - Ebasan - Trana -
Durrés axs, butako otherregions such as Berat, Shkodra, Gjrokastra, Fieri orDibra have been recaimng the recydng
process.

Materiak should be dean, durable and as unpoluted as possbe. Wood, plastcs and metals are al recycable,
in specdalzed or ndustrial factories.

From the completed questonnaies, we concude that around 75% are famiar wth the recydng term and its
function, whie 25% have not prevously heard this term or what function i has.

As can be distngushed from the study above, 86% think that Abania should use recydable materialks in
archtecture, then we have 9% who thinkit is difficut to reaize but notimpossble. Recently, 5% Are against the us of
these materik.

The most used materials are wood with 65% and plastics with 20% . Thisis because of the ease that these materils offer
during the recycng process. Whie 75% metalis very rare in s use in interior or exterior, abng with the glass which has
80% of the use veryrarely.

Abanian populaton ks sti preferring the use of recydable materiaks. According to static  statistics, 90% prefer outdoor
materak with recydable material without keaving the interor with 50%, a share of 30% of the population prefer to
use recydable materals both in the interor and exteror.

Recaimed materals from a demokhed buiding or from constructon waste can be recyded and used outsde
the construction industry, and recydable materials used in constructon productsmay have been recaimed from outsde
the construction ndustry.
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RECOMMENDATIONS

It is recommended to be possbk to improve the programs of external facade objects that should be seriously nvested
by the Abanin state, enablng the assessment of relations and possble correlatons to extemal architectural changes
to improve appearances of existng buidings and the economic effect of these changes.

Itis recommended to design a programaround facades of different objects, to enable the creation of a more advaned
technological envronment forhuman needs.

In the Abanian realty, t hasbecome necessary to restore some of the exterior facades of different buidings, the need
to expand the restoration workand the restoration professon.

In the present historical conditions, when Abania hosts more than ever foreign vistors or tourists, t i necessary to
care for the preservation of buidings, mainly of ther extemal fagades, the good admnistration and restoration of the
monuments of our cukural hertage.
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Triple Helix, as an accelerationmodel of Sustainable Development Goals
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Abstract

This paper analyses the inter-relation between the Trple Helx Model (THM) and the advancement of the
Sustanable Development Goals (SDGs) - both focused on postively affecting the soco-economic development
through bringing together creators, implementers and enablers in a setting of multi-stakeholders colective
actons. In the same Ine with Trple Heix model, SDGs cal on govemments, private sector and academa to
oolaborate n newways to make our world a betterplace to ive in. By bringing togetherthe three dimensions
of sustainable developmentinto one framework, the Trple Helx modelenables broad, cross-sector, and long-
termanalyses of the impadts through nnovative poices, research, and implementation joint actions. This paper
gives a brief overview of the trple helx modeland is potentiak of mplementation in Abani. Itako providesa
otical analyss of the Abanian context in terms of ths model appicaton when combined with the country
ambitons to accelerate the pace towards SDGs. More spedficaly, the paperanalyzes and examines the
relations between the academia and the bushess sector, aswel as the role of the government n intiatng the
whok process of sustainable nnovation. The paperconcudes that the Tripke Helix structures have a significant
roke in engaging colective actions, ako n ne with SDG 17, despite the country current weaknesses, adding
more value to the keading role of the universties.

Keywords: Trple Helx, Sustanable Devebpment Goak, colective actions

Introduction

Economic growth and the weffare of natons depends on basc nnovations states (Etzowtz, H., Leydesdorff, L., 1998).
Based on this concept, this paper engages to analze the Trple Helx model, as descrbed by both Etzkowiz and
Leydesdorff on the dynamism of universty — busness and govemmentrelations in the framework of country sustanable
developmentand in regard to the Agenda 2030 and its Sustainable Development Goak. The Tripe Heix model received
great attenton in the Wester world asa meansto fosterinnovation and growthimplyng “the creation of dimate and certan
attitudesthat enable coordination between the agentsdirected to achieving innovation”, asargued by Cook, P, GM Uranga
and G Etxebaria (1997). In emerging economies, such as Abania, the conceptis aimost unknown and consequently, an
embraced rhetoricabout Trpke Helx hardly exits.

The purpose of thisresearch is to review a numberof recent reportson research and innovation in Abania and further look
for new ways of ncreasng the impacts on Rl nvestment which, according to this model, wil be in smutaneously
accompanied by an improvement of busness innovation performance and drectly infuencng the country soco-econ o mic
sustainable development nfuencng the acceleration of the 2030 Agenda and the 17 SDGs.

This paperempiicaly analyses the actions taken in three dimensons: govemment, private sector and academia, as man
oontrbutors to the acceleration the 17 SDGs in Abani.

Theoretical framework of the Triple Helix Model

The concept ofthe Trple Helx model was initiated in the 1990sby Etzkowitz (1993)and further studied by Etzkowitz and
Leydesdorff (1995), encompassng ekments of precursor works by Lowe (1982), Sabato and Mackenz (1982). The
oonceptualzaton of this system is provided by a three-dimensonal vector space, so caled Trpke Helx of universty-private
sector —-govemment inter-action model (Ivanova & Leydesdorff, 2014).

The Trpe Helx model assumes that the driving force of economic development is the production and dissemiation of
socaly organized knowkedge. In the same Ine, (Stehr, 1994) statesthat the source of economic growth and value-added
actvties increasngly reles on knowlkedge. Scence, technology and nnovation are considered to be fundamentalfactors
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fora knowledge-based economy. They are important at al stages of devebpment, notwithstanding of different forms and
ways. A knowledge-based economy refers to one that focuses on production and management of knowkdge (Coole &
Leydesdorff, 2006). Capacties to devebp basc and appled scentific research, to adapt and impkement technologies in
economic structures, to creatively develop new productsand senvices, usng innovative technology and disseminate them
to the publc, are fundamentalfordeveloping a competitve economy.

The OECD (2002) defnesinnovation as “the implementation of a new or sgnificantly improved product (good or service),
or process, a new marketing method, or a new organizatonal method in bushess practices, workplace organization or
extemalrelatons’

The Oso Manual (OECD, 2005) dentifies four factors that infuence the effectieness of the nnovation process (j)
framework condtions (i) sdence and technobgy nstitutons (i) transfer mechanisms (v) fimspecfic nnovatie drives.
General framework condtions such as the macroeconomic environment, the fiscal system and access to fnance shape
the activties of the companies and ther abity to conduct nnovative actvties. The efficency of scence and technology
nstitutons drives the accumulation of knowkedge. Transfer mechanisms enhance fows of nformation and skls between
the various stakeholders in the nnovation system and are qucal to ensurng that nnovative ideas are actualy brought to
the market and contrbute to the economic growth. Finally fims themseles need to seek, dentify and expbit the potental
forinnovations to reinforce the innovation process. These fourfactors correspond to spedfic areas of pocy nterventions.
The Manual highlghts that highights that the governmentsneed to design measures to address potential barriers n each
of these four domains and, most importantly, decide on the priorities that need to be set.

Triple Helix Model prospects in Albania

[16] According to the Global Innovation Index 2019, Abania ranks 8314 out of 129 countries where nnovation has been
measured. Based on this report, Abania is the least nnovative country on a European kevel forthe year 2019. (Gl 2019).
The Western Bakans countries are ako bw postioned n the Gobal Innovation Index (2019) and whie analyzng this
performance in a comparative approach, the historical background cannot be neglected. The relationship between the
state, ndustry and higher education in the former communist countries nduding Abania s i Ine wih Etzowitz and
Leydesdorff's (2000) Tripe Helx | model In this model, the state encompasses both ndustry and academia. It is however
noticed that the two exist separatelyand experence no ndependent interaction. During the communist regime, universties
became major tooks of state domination over socety. The ruing national communist parties did greatly subdue academic
freedom, asserting ther monopoly of power over universties by assigning campus partyorganisatons leading roles n both
admnistratie and academic issues (Smimov, 2008).

The emergence of transtion economies n the early 1990s concded with the begnning of the transtion of scentific
systems. As such, the transtion countries have not had time to adaptther scence and higher education systems to the
new concepts in scence and innovation that yielded such modeks as new knowkedge production (Gbbons, 1998), the
trple helx (Leydesdorffand Etzkowitz, 2000), the entrepreneurialuniversty (Clark, 1998), nnovation systems (Nelkon
and Winter,1982; Freeman, 1987).

According to the latest UNESCO estimates (2018), Abania hasonly 245 researcherspermiion of population, representing
less than 10 percent of the EU average of 3,166 researchers per miion of populaton. The country doesnothawe yet a
busness incubator, oranyscence ortechnobgy parks. There are few nstitutional support services promoting innovation
orlnkng uniersties and research centers with nnovatie SMEs, nduding an OECD-supported Trple Helx Competition
in 2015-16 and the Swiss Entrepreneurship Programme for Western Bakans.

The low level of nnovation in economy imits  the potentiaksof the countryto ncrease the productiity and engage in medium
to high value added products.

A report on Evaluation on EU Support to SME Competitveness in Enlargement and Neighbourhood Countries (2017),
highighted that despite the necessary strategic documents exist or are in preparation, Abania faces key chalenges asa
imted insttutional support nfrastructure to promote nnovation wthin SMEs, whie funding remains a botteneck, becoming
avacuum in case of seed funding for start-ups and early-stage bushesses.

In addition, f on one hand on the demand side there appearsto be a shortage of potential new entrepreneursand start-
ups (the pipeine s weak, particularly among women), on the other hand physical space, where to transformideas into
tangble prototypesand productsusing state-of-the-art smart took, sti remains a big chalkenge.
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In order to support the Innovative ecosystem - ncubator/start-ups, two are the key nstitutons assgned for scentific
research and nnovation n Abania: the NatonalAgencyfor Funding in Higher Education (NAFHE) and the NatonalAgengy
for Scentific Research and Innovation (NASRI). NAFHE s responsble for the distrbution of publc funds which support
activties performed by insttutions of high education, nduding scentffic research actiies. NASRI evaluate, monitor and
manage programsand projects in the fields of stence, technologyand nnovation in Abania; it aims to fund projcts in the
field of smal and medium bushess as wel as transfer, modemizaton and renewal of ther technologies. The Busness
Rely and Innovation Centre, which operatesunder AIDA, ownsimted resources.

Some private-ed inttiatives are starting to appearin Trana, providing institutional support to SMEs and nnovation, but ther
scake is farly smal. Among them, Oficha s an Open Socety Foundation for Abania nitative to support sustainable growth
to nnovative start-ups through decent pre-acceleration and acceleration programmes; CEBE (Center for Economic and
Busness Education) in an NGO that managed a UNDP programme for entrepreneurship, a pre-accelerator action that
showed some good resukts, nduding i rural areas. The existing technology transfer offices (TTOs) operate under the
auspices of the Mnistry of Agricuture and actas consulting centers to the agricutural sector ratherthan astypical TTOs.

Sustainable Devel tchallenges in Albania - where does it stand with SDGs and Agenda 2030?

Sustainable Development Goak are a colection of seventeen globalgoalks set by the United Nations GeneralAssembly in
2015. The SDGs are part of Resolution 70/1 of the Unted Nations General Assembly: "Transformng our World: the 2030
Agenda for Sustainable Development." That has been shortened to "2030 Agenda." Unlke the UN's previous global
development goals, the SDGs have been sgned up to by aimost al countries around the world, hduding the so-caled
developed countries in Europe and elsewhere, by the emerging differentkind of economies world-wide. The SDGs were
ako devebped through intense and widespread consukation, nvohing a large number of organkations drawn from al
sectors, nduding governmentsatal kevek, cvi socety, bushesses and academa.

Folowing the adoption of the 17 Sustanable Development Goals as a part of 2030 Agenda for Sustainable Development
by world leaders n September 2015, it came officaly into force on 1 January 2016. The Government of Abania has
endorsed this Agenda 2030 on 25 September 2015 and it is actualy aimng to embark upon a comprehensive
mplementaton i Ine with the Natonal Strategy for Development and Integration 2015-2020 (NSDI 1) and the EU
ntegration agenda. In accordance wih such commiment, the Govemment of Abania has expldtly aigned s main
strategic document, NSDI [l to the SDGs. A set of 21 govemance indicators along with targets, baseines and sources of
data are integrated into the NSDI || pilars. Shce the country's main ambition is EU integration agenda, UN and the Abanian
governmenthave sought to insert the SDGs into the development discourse in the country and nterweave i with the EU
agenda in several ways.

Agenda 2030 s a transformative agendabased on the “Leave No One Behind” concept. Such goals can not be achieved
without the significant contrbution of the private sector. UN advocacy (2017) aimed to convey the message that the SDGs
represent a historic opportunity for bushess, as it can use the goak as an overarching framework to shape and
communicate ther strategies, goals and activties.

At the same “colective-actions” approach, uniersty research in strategic areas of development can help inform good
poices and find sustanable sodal, economic, envronmentaland technical solutions to existing problems. Universties are
best placed to pioneernnovation and setan example to othersectors and bushesses. (UN, 2016)

How can Triple Helix cooperation influence SDGs acceleration in Albania?

Various recent reportspaymuch attention to the relationship between the economyand human development in the regions
by applyjng knowkedge as a necessary conditon for a sustanable future and accelerated reakzaton of Sustanable
Development Goals (Knowledge for Development Partnership, 2017). At the empirical context, Abania is in the process of
takng the THM approach in its actions from govemment, private sector and academia, as main contrbutors to the
acceleraton the 17 SDGs.

At the government level an inter-mnisterial committee on SDGs chaired by the Deputy Prime Mnister and featuring
membership of development partners, M socety, academia and the private sector s launched. Furthermore, an inter-
nstitutonal working group forachievement of SDGs s establshed by the Prime Mnister in May 2017. Both structuresare
mandated to provide an incusive long-term approach to sustainable development, ncuding policy direction, planning,
impementation, fnancng and reporting. Additonaly, the Abanian Parlament unanimousy passed a resolution on
commitment to Agenda 2030 and the SDGs, outining ther commitment to promoting, fnancng and monttorng achievement
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ofthe SDGs and its postive relationship to EU integration. Thisis planned to be achieved through a network of focalpoints
postioned n each and everypariamentary commission, and throughPariament's powerto convene incusive discussions
with the Abanian public, cvil socety and academia. Abania attended the High Level Poltical Forumin New York in July
2018 and presented Abania’s Voluntary National Review on Sustainable Devebpment Goals- a report which outines
Abania’s Path towards achievng Agenda 2030 and SDGs, progress achieved with factual data on the achievement of
targets and indicators, as wel as and refections on what steps should be taken to achieve the Gobal Goals by the set
deadine.

To catalyze the overal attanment of the Sustainable Development Goalk, ground-breaking partnershpps with the private
sector were establshed. Practical examples vary fromaired spots featuring welkknown world personaities from scence,
technology, phianthropist, nnovators, who tak about the Goals and cal on peopk to ply ther part and be the first
generation to end extreme poverty, fix dmate change and reduce inequaities — to ushg ICT and telecommunication
companies for campaigns advocating among the publc on the importance of Agenda 2030.

As part of the efforts to engage academia, partnerships with 25 Abanian universties have been sgned through the
Dedaration of Commitment, as a contrbution to play an active roke in advancng the Agenda 2030. Thiscommitment s a
oolective response to furtherthe artical roke that knowledge institutions can play in delverng the Sustanable Development
Goak Agenda. The universties from ther sides provide sdentifically-sound advice to the National Committee on SDGs.
They alo commit to use the potentil of data, through cooperation with National Institute of Statistics and other data
generation sources to develop new analtical frameworks and took to hamess the complexty of the sustanable
development agenda.

This empirical use ofthe Trple Helx modelis bome out of a needto jon efforts of researchers, poicy makers, and private
sector to discuss how to affect postive change on a socal, econonic, and envionmentallevel through bringing the creators
implementers, and enablers of nnovation together in research colaborations, poicy iitiaties, and poltical actons in
socety.

Conclusions

One of the main lessons leamed from previous smilar UN programs such as Miennium Devebpment Goals, was that
oolectie globalactions should ncude, besdes governments, a more active nvolement of private sector and academi.
In ine with the concept of Trple Hel, a model to achieve innovation outcomes for the sodo-economic good through
oolaboration with multi stakeholders wihin academia, ndustry and government, different organizations under diferent
helces must join efforts to accelerate the attanment of SDGs and Vison 2030 and provide solutions to different SDG
Goak.

Abani has a progressed in this nationalcommitment and mapped out different stakeholders, by estabishing partnerships
and a coordnation framework by usng the multisectoral approach. Stil, there is a need to senstize and advocate for the
mplementation of the SDGs, to mobiize resources from development partnersand other playersforthe SDGs acceleration
roadmap as wel as to conduct capacty buiding for SDGs for key delvery nsttutions.

An integrated further analyss is required to balance socal, economic, and envionmental devebpment n Abania. By
bringing together the three dimensions of sustainable development into one framework, the Triple Helx model enables
broad, coss-sector, and bng-termanalyses of the impacts of hnovative poices, research, and implementations.
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Household Economy in the Rural Sector of the Border Region between Ecuador and
Colombia and Alternatives to Overcome Poverty

Jaime Rodrigo Moreno Vallejo
Donald E. Ker chis

Abstract

This research examines the present-dayrealty in the rural area on the border between Ecuador and Colormbia,
focusing on the current stuation of the ruralwomen; thisstudy looks at the processof sef-awareness, vaidation
and empowerment of these women in this border region. Asa consequence, the fundamental objective is o
analyze and evaluate the particpaton and empowerment of ruralwomen and to identffy their contrbution to
aleviate the worst conditions of poverty. This study ako examnes the abity of these ruralwomen to infuence
the publc policy process and to improve gender equity and quaity of ife. Rural women are confronted wih a
wide array of economi, sodal, poltical and cutural chalenges. These women lack stable employment
opportuntties; therincomes are varable and depend ona iveihood based upon agricuture and vestock. Ther
common characteristcs ncdude lw educational attanment kvel gender disparties, relatiely higher
unemployment rate, exduson from decision-making crdes, lack of opportunity, lack of insttutional suppot,
sexsm, androcentric domnation, nappropriate workplace behavior and domestic vioknce; Al extremely
unfortunate outcomesthat both derive fromand are exacerbated by bw income levels and increasng levels of
poverty among this rural population.

Keywords: Public Poices, Poverty, Household Agricutture, and Publc Partnerships.

INTRODUCTION

The problems confronted by ruralwomen are diverse, at the economic, socal, and cultural leveks. At the economic level
they do not have stable empbyment opportunities; ther ncomes are variable snce they depend on agricukural and
vestock work. They have lower lkevels of education. They are confronted by gender nequalty, unemplyment, and
excuson n decson-making, lack of opportunities, and lack of insttutional support. Theyive in an androcentric cuture in
which they work largely in the informal sector and are faced with domestic abuse and viokence. Al of which tend o
exacerbate the primary problem, that of extremely low levels of income of the rural population.

The central concem of this research is the folowing: Doesthe particpation and empowerment of rural women contrbute
to aleviatng their high levels of poverty and contrbute to the design of publc polices that improve thei standards of lving
and qualty of ife? As an investigatie hypothess, it is proposed that ther particpation and empowerment contrbute to
improving and overcoming conditions of poverty among rural women.

The generalobjective & to analyze the particpation and empowerment of ruralwomen and ther contrbution to redue
poverty and desgn pubic poides thatimprove genderequity. More spedfic objectives ndude Identifying the factors that
strengthen or hinder the partidpation and empowerment of ruralwomen in a municpalty on the border of Ecuador and
Colbmbia; Analyzing the strategies that alow for the reduction of poverty conditons among rural women in the border
region and identifying the contrbution of publc poices i reducng poverty conditions of rural women in the municpalty.

1. BACKGROUND

In order to advance the curent research, a lterature review was undertaken on pubic polces that beneft rural women
and the ruralsector, as wel as the different thematicfields that this research addresses. This alowed us to understand and
identify the successes and faiures in the field of poicy formulation that, despte good intentons, had ftle impact on the
qualty of fe ofthe rural population. In Ecuador and Colombia, public polces have been formulated with the purpose of
benefting rural women; however, montoring of their implementation has not been carried out, nor has there been an
adequate evaluation of their effectiveness with regard to theirimprovement on quatty of fe.
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Itis understood thativing in a rural envionment contains elements of terrtorial and geographicalisolation compared to a
more urban and cosmopoitan envionment. It s a space that possesses a natural weath; envionmental and cutural
resources, particular ecosystems, and various forms of production. Where socal relations are intertwned with particular
cutural views; these elements give it a specfic particularty. Itis consttuted n a complex system where the different
dimensons of socal and cultural ffe interact and where a teritorial identity s supported. It s the space where social
relations are interwoven, where a socal and productive organization coexsts.

1.1. FAMILY AGRICULTURE

There are essential featuresthat distnguish rural modes of agricukural production such as the exdusve or majriy use of
famiy labor, whether provided byone ormore members of the famiy. In this way, rural agricuture can be more expbitative
when the amount of work contrbuted by famly members is greaterand the number of famly members involed in the work
process i ncreased (Gomez and Gonzakez, 1999: 28).

In the Ecuadorian and Cobmbian cases, famly farming is recognized as a peasant economy: famly agricutural unts with
rural producers, contaning the folowing charadteristics; ow kvels of education, intensive use of famiy labor, nsecurty in
health, scarce technological development, hing of seasonal labor, espedaly durng harvest periods. Famly farmng
oontrbutes sgnificantly to the food securty of peasant famiies; and it is a source of supply for urban envionments.

In the economic activty of famly farmng there is diversficaton of crops and rotation of them, there is no planning in
production to guide the cropsthatare planted. Faiure to take market supply into acoount can lead to a stuation that creates
a decrease i the price n the market, affecting the income of the producers. Famiy farmng knowkedge is derived from
agricuttural practice thatoccurs within a specfic cutural environment that reles upon traditions and customs in production
and marketing. There exsts an historical context that inks rural women to famly farmng. In fact, one of the most sakent
characteristic elements of the workioad performed by rural women is the combination of domestic household work coupled
with agricutural activty.

As Bock (2006) pointsout, the structure of agricukure and the realty of rural lfe hasirevocably changed, starting from the
beralzaton and gbbalzation of markets, these changeshave a direct impact on the quaityof ife of agrarian ruralfamie s,
because with this competition and globalzation hascome a considerable effect on household income. The resukt has been
both a lbwering of the level of product prices in addition to an increase in production costs.  Subsequently, this has forced
many famies i the ruralareas to move to the cty.

2. METHODOLOGICAL PROCEDURES

Qualtative research is interested in the perspective of the subjects themsehes (Mian 1974: 38). Thefocusof the researh
approach alows for a perspective fromthe subject's pointof view. Itis framed in a research modelwith greaterfocuson
socal change because it is based on a recogntion and adnowledgement of the intrinsic value of the knowkedge of the
realty in which the subgctsive. Itis a systematic process of leaming, shce it imples that people camryout critical analysis
of the stuations in which theyare immersed.

An approach wasmade through particpant observation, sharing the crcumstances, fromthe daiy ife of the socal subjedts,
theiractities, interests and preferences. Partidpant observation can be considered the quintessentialexample of capturing
the nature of realty, ratherthan akernative techniquesof quaitative research methods(Calejp, 2002).

Field vists were conducted where the fe stuation of ruralwomen, their economic, cuttural and socal conditions, the way
of lfe in rural areas, workng condiions, productive activiies and daiy ife were observed. An in-depth inteniew was
oonducted, ke an ordinary conversation, with some particular characteristics of partidpant observation appied (Calep,
2002). Itis about capturing the meaningsin an open dialbbgue that encourages conversation. The interview alows access
to the universe of meanings from the perspective of the actors, notonly the texts but the stuations of the context from the
vison and cultural approach of the same. In order to carry out the interviews, i was necessary to estabish preimnary
oontacts, coordinate the times and agree on places, in an attempt to accurately capture the realty of the subjects, so as
not to interrupt their daiy ives.

Each interview lasted approximately 3 hours, Istening to their stories, ther hopesand despairin a warm conversation. The
women who particpated belonged to organizatons in the rural sector, inked to productive actities. An interview script
was designed in which each one of the variables corresponding to the proposed objectives was addressed.

107



ISSN 2411-9571  (Print) European Journal of Economics May - August 2019
ISSN 2411-4073 (online) and Business Studies Volume 5, Issue 2

Discussion groupswere held for theirdynamism and the possbiity of capturing the opinionsof the nterest group, ameeting
with an open and semistructured group interview, where the discusson i encouraged from personal experiences, with
respect to the guiding questions posed in the research. This alows for the estabishment of an open conversation, a
diabgue fromthe perspective of rural women. The preparation forthe eventwasarranged beforehand, the ruralwomen of
the selected areas were invited, and the bgistics were prepared, induding identifyng the meeting ste. Discusson groups
for this study were based on the possbity of buiding and understanding, fromthe dialogue with the interviewees, the
significance  of particpation and empowerment from rural women. A dialogical approach enabled the construction of the
signfficance and meanigs, through anunstructured, free, and spontaneous, group discusson that wasboth facitated and
stinulated through a reflective discourse.

The duration of each group was 3 hours which alowed sufficent time to address the pertnent questionsthat serve as the
bass for this research. The research questons were developed based upon the varables of particpaton and
empowerment. The interviews were guided by a survey discusson sorpt to facitate a conversation that would yield
responses to the varables being studied. The dialogues and discussons generated in the partidpation groups were
recorded on sound tape and transcrbed in magnetic writhg. The coding and categorization were done bydisaggregating
the text, thusachieving greaterdescription, understanding and interpretation of the categoriesthat emerged. This, in tum,
ked to the reconstructon of new meanings and nsghts.

Figure 1: Research design

Revision of information

1_ Problem formulation

Theoreticalrevison Methodobgicaldesign

Observation

Interviews -
Identiication of theories Focusgroups

Field diarv

Informaton analvsis |_

Information vaidation
Finalconstruction

Theoreticalanalysis |

Source: sef-made.

Table 1. Profile of the people interviewed Profile of interviewees

Profie of nferviewees No. Durafon Dates
Women who parficpate in IT-le velorganzations 10 3horas The nterviews were conducted n the
(networks). folowing periods:
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Ruralwomenleaders 70 3horas Tnterview women municpalty of Pasto -
Leaders ofgrassroofs socalorganzations 10 3horas Colombia andTulcan-Ecuador 2017 -
Women from savings fund organzations T0 Jhoras 2018

Interview women municipality of Pasto -
Colombia and Tulcan - Ecuador 2017 -
2018

Interview women municipality of Pasto —
Colmbia andTulcan - Ecuador2018 -

2019
Total 40
Source: self-made.
Table 2. Analysis categories
Categories Descrpfion Indicators
AspectsofParticpation | a. Conceptabout partcpation Recogntion ofthe parficpation of women

Factorsthatenhance
Factorsthathinder

b. Organzationalforms Organzations
Empowermentofwonen | a. Concepton empowerment
Recognition of empowerment
Empowermentfactors
Poverty condftions of a. Economcactiiies
ruralwomen Productive actiiies
Domesticactiities
Labor actiities
Public poftics a. Policesand ruralwomen

Incidence of polcies
Benefitsof publcpolices

Source: sef-made.
3.CHARACTERISTICS OF THE NARINO DISTRICT COLOMBIA

The district of Narifio i bcated n southwestern Cobmbia. The district has agricutural potential, due to ts strategic
geographicalbcation, derived from ts thermal terrain, there is a large number of areasinhabited by peasant farmers, which
alows forboth atemative famly employment and asa source of ncome forrural women who are Inked to these activties.

The rural stuaton s characterzed by: low levels of technology of production, scarce marketing channels, ow levels of
noome of the peasant population, and imted production n some areas due to the conditonsfacng the agricuttural sector.
Publc poides do not provide protection noropportunitiesto smal rural producers. They are totaly disconnected from the
socal, cutural and economic realty of the sedtor; lkewise, no approprite strategies are designed forthe promotion and
strengthening of ruralcondition to benefitocal nhabitants.

The department has had to face a series of socal and economic problems, many of these structural, such as poverty;
stuations of viokence and armed confict that cause displacement of the ruralpopulation to the cty; generating an ncrease
i the level of unemplyment and condtions of marginalty. This ncreasng marginalzation, both socal and economic in
nature, s reflected in the various sodal indicators.

One of the mostimportant characteristics of the economyin Narifio is related to the existence of famly farming; a producton
system where the famly particpates, with the contrbution of labor, for work, espedaly ruralwomen, who contrbute to the
generation of ncome.

The municpalty of Pasto s located in the south west of Cobmbia, in the middie of the Andes mountain range n the
mountainousmassf caled Nudo de bos Pastos. The cty & bcated in the Atrz Valey atthe base of the Galeras vokano,
cose to the borderwith Ecuador. There is a high fractionaization of property, smaltracts of land, which is subdivided even
furtherasthe nudear famly contnues to grow. Ruralwomen ply an important roe in the famly economy.

CHARACTERISTICS OF THE CARCHI DISTRICT ECUADOR
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The ditrict of Carchis located in the north of Ecuador, in the geographicalarea known asthe interandesregion or mountain
range, mainly on the nodes of the pastures to the northeast, the Chota bash in the south and on the outer flanks of the
westem mountain range i the west. Its admiistrative capital is the cty of Tulan, which s also its largest and most
populated cty. Tukan, located in the district of Carchi, isnearthe Colombian-Ecuadorian border, which s one of the areas
most affected bythe armed confict n Colombia.

The district of Carchi hasagrioutural potentaldue to tsgeographicallocation. It s nearly dentical to the south of Colombia.
Itis aborderregion in which agricuture i one of the main actiiies thatgeneratesresourcesfor the nhabitantsof Carchi;
Among the products that are best grown are: potatoes (they generate a very mportant and significant percentage of the
nationalsupply of the tuber), beans, peas, com, wheat, barky, oats; to the northwestem yucca, banana andtropical fruts.
Trade fromthe bridge of Rumichaca, doorthat joins commercally and touriticaly Ecuador and Colombia.

Agricutture s Arepresentative socal factor andits impact on wherable population there are more people involve in this
economic agricutural actvties, the transport factor has a high nfuence between Ecuador and Colbmbian border
commerce. The presence of transnational armed groups such as the FARC's dissdents stl maintains its presence in
terrtories of the Ecuadorian-Colombian border, such as San Lorenzo and Tumaco, and thispresence is conditioned by the
development of relatonsbetween Ecuadorand Cobombia on issues of fundamentalpoltical agenda such asborder securtty
where armed and drug traffickng actions have transcended borders, ncreasng the insecurity and viokence of this border
region.

The rural stuation has experienced the same as the Colombian realty: bow levels of technology of production, scarce
marketing channels, bw levek of ncome of the peasant population, and imted production n some areas due to the
oonditions facng the agricutural sector. Publc poices are focused on the centralgovernment AND there is a big center—
perphery disparty in relations between Quito and Bogotaandther respective borderregions.

8. CONCLUSIONS
Rural Territory

The rural development model is shaped by the folowing characteristics: a) inequitable and excusonary; due to the
presence of armed groups in Colombia that leads to innumerable rural conflcts, b) faiure to recognize the differences
among socal actors, and c) doesnot consder the environmental resources and potentialof these ruralareas. The current
development approach does not alow for the generation of a model that accommodates the convergence between the
ruraland the urban areas.

This present stuation alows forthe development of: a) a relatively non-compettive rural sector, b)a land tenure systemin
Colombia and Ecuador that has many ltigaton confidts, c) most of the properties are without formal or adequate legal
documentation; the peasants do not possess kegal property tiles. This hinders greatly the necessary access to and
nvolvement with publc poices that mght support rural areas(access to credt, etc.).

Public Policies

The polces that are formulated do not consider the true daiy stuation of women, especaly rural women, the different
poices forthe rural sector, northe lack of folow-up on ther implementation and impact on the povertyconditons of rural
territories. No progress has been made in the construction of conditions or opportuntiesthatalow the rural population to
nfuence the decson-making scenarios or real particpaton i the formulation of pubic poides. The low lkevels of
particpation lead to poicy proposals that are out of sync with realty and employ strategies that do not adequatelyaddress
the condtions of ruralwomen. It is required that the design of socal polices for the rural sector consider the cultural, socal
and economic contexts, develbpment of adequate infrastructure for the improvement of economic condtions and the
overcomng of poverty. Poides should make it possble forwomen to acquire greatereconomic autonomy.

Rural Women

Women report that one of ther main problems is the ow kvels of ncome from economic activty, caused by the
ntermedition n marketing, as wel as the defident conditions in production. Ruralwomen mention that the problems of
the market of agricuttural products are related to: a) inexistence of stable prices, b) high costs of production inputs, 3)
ntermediaries, and d)lbow prices for productscaused by excess supply n the local market.
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However, rural women have developed mechanisms to face ther stuation from productive initiatives. These women hawe
developed the abity to particpate n organizational spaces, contrbuting to empowerment as ruralwomen.

Participation and Empowerment

It is recognized that women’s particpaton in socal organizatons has advanced and thatthe knowkedge of ther interests
and rights has improved. However, the ignorance and defense of ther interests persists from a gender perspective. Rural
women who particpate in sodal organizatons have developed mechanisms to face ther stuation through productie
nitatives. The success of socal programs and progcts implemented wih rural women has been propitiated by the
strengthening of sodal capital. Socal capital can be understood asthe abity of sodal organizations to act colectively in
common development purposes. Rural women through assocatiity have managed to improve their ncome levek, camy
out colective actions and leam to work together; inked in network, they have been trained and have acquied skis and
competences for entrepreneurship.

The active particpation of rural women generatessodal empowermentand particpation. These are factors that enhance
the experiences of ruraldeveopment alowing the indusion of rural women in the improvement of ng condtions. The
renforcement of autonomyand seff-esteem are cosely inked wih socal empowerment. Women have found that if they
work together, in groupsornetworks, theygain access to the goodsand senvices theyneed to expand their opportuniies.

9. RECOMMENDATIONS
Strengthen research on rural development

Inthe dynamics of research, and especaly the sense of education, it is necessary to bring the professional, the student,
and the volunteertogetherto buid scence and promote development with the farmer. Whoever manages to understand
this dynamic wil be able to identify the needsinherent to the field and thuscould ntervene to improve the quaity of ife.

Strengthen empowerment and promote the participation of rural women

Promotion of community particpation in the structuring and implementation of socal programs and projectsin the teritories
is a fundamentalelementto generate economic, socal and cultural sustainabity. Strategies should be implemented that
alow the empowerment of rural populations, so that theybecome agentsof ther own development.

Formulation of public p with a gender focus

Monitorng of publc poices aimed atwomen requires that there be an effective poltical wil. Poitical wil imples notonly
camyng outprogramsand projects that have themasa target group but akso applyng a genderapproach. The analyss of
pubic polces must recognize the curent stuation of women and both alow and encourage themto particpate in therr
desgn and implementation. This makes possble a)a rapprochement betweenthe objective of the policy and its practical
achievements, b) a comparison of the formulation in accordance with realty, and c) an abity to analyze how they affed
the socal, economic, cultural, and environmentalor poltical issues that gave rise to said polices with a genderfocus.

Generation of skills and abilities in rural women

Itis ortical to search for and identifythe mechanisms by which training generatesskis and abities in rural populatonsso
that they manage ther devebpment in a sustanable manner and can access senvices. It s necessary for the local
nstitutons to contnue to fosterdevelopment of skls and abities in the ruralpopulation. Training programsshould incude
creation of an nformation system that alows foran appropriate folow-up to the different socal poices supported bypublc
and private entties. Itis aritical to both measure and monitorthe changesin the qualtyof ife of ruralwomen. Itis necessary
to strengthen skis and abiiies in women entrepreneurship and alow rural women to advance bushess and economc
developments in ruralareas. This indudes strengthening of agro-ndustryfor the generation ofadded value and promoting
the articulation of organizations around productive economic development.

An agrarian reform that contemplates the gender perspective

Itis fundamentalyimportant to consder rethinkng and proposing an agrarian reformwith a gender perspective for Ecuador,
Cobbmbia and Latin America that focuses on women. An agrarian reform with a gender perspective that ndudes socal
justice and equity wl contrbute to buid poltical stabity, improve productive activty n rural areas, and help enormously
to provide sustainable economic development.

Inter- institutional articulation to promote development
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Articulation of local and regionalactors to promote economic development with a gender perspective s essentil. If public
and private entities continue in a disarticulated work with regard to development, it wil not be possble to achieve successful
transformations. Its necessary to desgn programs with articulated inter-nsttutional actions to support women and aid
the transformation and aleviation of poverty conditons of ruralwomen.

Financing programs for the rural sector

One of the problems of the rural sector s the difficutt access to fnanang by smal producers, due to the ow capacty to
manage and share imigation, and the lack of specal Ines of credi that adjust to the differentiated condtions of their
agricutural actvty. This makes t extremely difficut to market ther commerce and to generate added value to the
production of smal producers. This problemis exacerbated bythe absence of infrastructure for storage and transportation
aswel asorganization and assodatiity of producers to mnimize intermediation.

Strengthening the Urban - Rural Focus

Food security in urban areasdependsdiectly on rural areas, from which the cty is suppled; t is consdered in the same
way that the water supply dependson the naturalresources of the ruralareas. The rural cannot continue to be consdered
asan solated and disconnected temitory of the urban, marginalzed, with kitle development. On the contrary, rural areas
should be seen as a temitory that has economic, socal, cutural and envionmental potentialthat can hep to pronote a
comprehensive polcy thatunderstandsruraldynamics and articulates urban development projection.
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