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EDITORIAL

Finishing the fourth year of existence, our Journal of Economic and Social
Development meets the new challenges, respecting the need for
permanent improving of academic standards. Together with papers from
our scientific conferences, editors included some papers that were
directly offered to reviewersin this issue, without previously being
presented to the delegates of ESD Conferences. Next year, we plan to
start a new scheme, dominantly open to the authors for direct publishing,
without prior presentation at the conference at all. Our double-blind peer
review and open access principle will remain in order to keep the best
interest of audience and the publisher.

Marijan Cingula
Editor
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ABSTRACT
The conceptof corporate reputation draws academicattention from numerousareas of
socialsciencesDependingon the perspectivereputationcanmeanrather differentthings. It
canbe consideredrom the point of view of eachstakeholder Mainly, scholarsconceptualize
the term corporatereputationfrom eitheran economics/managerigtaradigmthat consider
corporatereputationasinternal and externala O | | S Kexge®afdwdard estimationsof
certain organizational attributes or as an impressionthat reflects the perceptionof a
collective stakeholder group. In particular, strategic management perspective entitles
reputation as a valuable assetthat helpsto sustainthe organizationand its competitive
advantageover the courseof its life time and a substantialtool that organizationsusein
orderto protectthemselvesn turbulenttimes.Howevergiventhat corporatereputationis a
complex construct, understanding corporate reputation is complicated owing to the
interdependencand interrelatednes®f its componentparts; identity, imageand character.
Hence,marking out these analogousterms explicitly within theoretical perspectivehas
becomea ¢ésine qua y 2 Y Ehds, instead of bringing forward new definitions into the
definitional landscape,the main purpose of this paper is, to depict the theoretical
backgraunds and approachestowards the terms corporate identity, corporate image,
corporate character and corporate reputation in a framework that reflects the
terminologicalconfusiorwithin an inductivemethodology.
Keywords: CorporateReputationmage,ldentity, ReputationManagement



A THEORETICAL REVIEW OF A TERMINOLOGICAL CONFUSION:CHARACTER, IDENTITY, IMAGE

OR REPUTATION?

1. INTRODUCTION

The last few decades have witnessed significant growth in interest, conceptual development
and empirical research in the topics of corporate identity, corporate image and corporate
reputation (Abratt and Kleyn, 2012) in the scope of various disciplines including
management,marketing, economic,finance, accountingand public relations paradigms.
OResearch on corporate reputation has identified the benefits of good reputation in
explaining how a high-tech firm may benefit and best strategically position itself through its
NB LJdz{ (Warfy,20£3). Higher customer retention rates, increased sales, higher product
selling prices, and reduced operating costs are suggested as some of these advantages of a
good reputation. Particularly in managerial perspective, reputation is seen as an important
asset that can be used for sustaining competitive advantage and for increasing performance.
In this respect & Igood reputation is identified as an intangible resource which may provide
a firm with a basis for sustaining competitive advantage due to its valuable and hard to
imitate O K I NJ- O G(Fobédtsarid Dodiing, 2002). However, despite the broad consensus
in the importance of corporate reputation as a strategic asset and its great potential to
Impact corporate strategy success, corporate reputation as a research object still lacks
deeper conceptualizing both in theoretical and empirical approaches (Adeosun and Ganiyu,
2013). This could mainly be attributed to dmuddy nature of the concept as several
scholars emphasize noting that the terms identity and image are often used interchangeably
with corporate reputation (Melewar and Jenkins, 2002). Considering the term corporate
character that was suggested by Davies et al. (2003) together with the aforementioned
terms, the need for an extensive review of the terminological confusion in which all these
terms are investigated theoretically has arisen.

2. METHODOLOGY

With the objective to investigate the theoretical confusion regarding the terms corporate
identity, corporate image, corporate character and corporate reputation, an extensive
review of the corporate reputation literature offered in various databases was conducted.
As a part of the design of the survey, rather than suggesting a new conceptual approach or a
definitional framework, publications from a wide variety of disciplines including
management, marketing, economics, finance, accounting and public relations paradigms
have been analyzed systematically and viewed here inductively.

3. LITERATURE REVIEW

3.1. Corporate Identity

G ¢ K Srédvergent views within the literature as to what is meant by corporate A RSy (0 A (G & ¢
says Van Riel and Balmer (1997) and refer to three main paradigm graphic design
integrated corporate communicationand multidisciplinary approach respectively. They
assert that the topic has gained popularity among management, marketing, organizational
behavior, human resources, strategic movement, graphic design, and public relations
academics. Judging by the number of publications for the past decades, they have ultimately
proven to be righteous.

Corporate identity has traditionally referred to the physical ways an organization defines
itself. & ¢ K 8ad iBclude logos, typography, colors, signage, packaging, annual reports and
uniforms amongst otheNJ(#alton and Croft, 11). Marketing paradigm, for instance, readily
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accepts this definition and use the term identity to refer to & © NJimAg&ry and often to
visual identity, a LIN2 R de®up énd f 2 JRurke et al., 2011:47). But from the viewpoint
of strategic management paradigm, the idea that corporate identity is merely the visual
elements of a corporation and it is only these visual elements which could distinguish one
organization from another is a bit facile for a number of reasons. First and perhaps the most
important reason is that the term corporate identity is the shared perceptions an
2 NH | Yy A mémbeks hofdQifiparticular those central, distinctive and enduring qualities
that guide behavior (Burke et al., 2011). & L R S i ékin dodthe concept of identity in
mathematics, a representation of the firm that equates to its current state. It is not
identifying with a firm, but rather, the identity of the ¥ A NBdraett et al. 2006:33). It affects
the way managers interpret and react to environmental circumstances, and is a product of
the shared values and assumptions within cultural context and certain shared principles as
organizational ethos, aims and values that create a sense of individuality differentiates a
company from the others and help organizational stakeholders associate such certain
genuine features with a certain company (Martin and Hetrick, 2006:93). Davies (2006:12)
refers to this originalization as ésalutingthe ¥ f lari ésserts that & S | o@y&hization need a
defined and clear identity, partly to distinguish them from other organizations and partly to
rally & dzLJLJAggdieqtip he bases his conceptualization on the traditionally repeated idea
that certain aspects ofan 2 NH I Y A iddntityAs@clyaQits history, products and services it
offers are enduring and unique.

He and Balmer(2007),on the other hand, have brought forward four sub-perspectives for
corporate identity. These are visual identity, corporate identity, 2 NH I y A lidenfitk, 2 y Q &
organizational identity. Among these terms they differentiate two seemingly similar
concepts out of common and by addressing the term 2 NH | Y A Tdentityjia® tfieOndost
central, defining, enduring, basic characteristics of an organization perceived by the
2 NH | ¥ A humérdu® syalei#olders about the organization whereas defining the term
organizational identity as the identity of people within the organization. It has been
discussed in many disciplines such as marketing, management, organizational studies,
industrial psychology and consequently the notion of organizational identity has been
defined as what members perceive, feel, and think about their organization (Hatch and
Schultz, 1997). Indeed, though such an effort to mark out these analogous terms explicitly
brings a new dimension to the identity concept, various new publications do not seem to
have indigenized the differentiation as a ésinequay 2 y € ®

As for corporate identity, within the frame of marketing discipline, Abratt and Kleyn (2011)
describes it as the & & i NJchbi&anad® by the organization includingthe 2 NBF yAT | GA 2y
mission, vision, strategic intent, values and corporate culture and, secondly the corporate
S E LINE arkisiagbrbachdroincides largely with management view according to which a
d O 2 Y LJidgheityskiape a ¥ A NBvsdess practices, as well as the kinds of relationships
that managers establish with key & G I 1 S K gdmBrénNiEd &/an Riel, 1997:8). Creating
alignment with such external stakeholders requires a fundamental understanding of their
beliefs about the 2 NH I y A T | térikh 2oypdrdtet vislal identity, on the other hand,
consists of the corporate name, logotype and/or symbol, typography and O 2  @I&ldvar
and Saunders 1998, 291). In other words, visual identity refers to various visual cues and/or
anything else that is related to graphic design and is a part of corporate communications
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policy (Abrat and Kleyn, 1051). Such visual cues, elements or symbols are widely utilized on
an 2 NH I y A Tbusiiess Bffic€,avehicles, corporate clothing and as mentioned above
previously, marketing discipline embraces this identity perspective substantially.

That is probably why some researchers use the term visual identity synonymously with the
term reputation. However, using visual identity and reputation interchangeably would
practically not be true with respect to controllability as changing visual identity via graphic
design to refresh or update a tired perception of stakeholders is not the same as changing
reputation. & w S LJdz(isl-extexnglly” perceived, and therefore largely outside the direct
control of ¥ A NYYF&yC) I(BiEruh and Shanley, 1990).

3.2. Corporate Image

Similar to terms corporate identity and corporate character, corporate image is another
focal point within reputation management and various researchers from divergent
perspectives embrace the term in a relatively distinct way. For the most part, corporate
image is generally defined as & (i Kuéhtal picture of the company held by its audience what
comes to mind when one sees or hears the corporate name or sees its f 2 3(@rdy and
Balmer, 1998) or the view of the company held by external stakeholders, especially that
held by customers (Davies et al., 2001). In addition to scholars above, Chun (2005) and
Walker (2010) also emphasize on Gthe perceptionsof externald (i I 1 S K élidRI$ I0& £
the other hand, Whetten (1997:27) rejects such an approach on the grounds that & Linfage

Is what organizations want external stakeholders to know, then it emanates from within the
organization and is not based on the perceptions of external & G | { SK2 f R $holghé ®. NA S
many seem to have agreed on the definitions, the term has still not been marked out clearly
within the scope of reputation management terminology. Actually, this could partly be
attributed to divergent theoretical approaches in the pursuit of reputation management.
According to Balmer (1998) for example, there are three distinct disciplinary approaches to
corporate image and these are the psychological paradigm, the graphic design paradigm,
and the marketing and public relations paradigm.

Furthermore, in-depth analysis of literature corroborates that the term corporate image is
another problematic topic along with the concept of identity, as some scholars take it as a
separate notion, others use it synonymously with reputation. Indeed, even those scholar of
the same conceptional category have not been able to reach a consensus. The survey of
Gotsi and Wilson (2001), for example, indicates that ¢ O 2 y O S LJii dffiorts fof itager 2 y°
and reputation could be broadly merged into two dominant schools of (i K 2 dzFiistbiée @@
the analogous school of thought in which image and reputation is regarded the same and
used synonymously. Second one, on the other hand, is the differentiated school of thought
that considers the terms to be different but interrelated. Here authors note that the former
could have been affected the by the popularity of image notion as a part of terminological
fashion. Nonetheless, this argument could only be partly valid today as many marketing
paradigm scholars avoids using the term corporate reputation on purpose. When it comes
to the latter one; differentiated school of thought, approaches vary greatly even within
itself. According to Gotsi and Wilson (2001) there are three dominant views here. First one,
which seems to have lost its validity, is that corporate reputation and corporate image are
different and separate concepts. The second view asserts that reputation is a building stone
of corporate image whereas the third view advocates vice versa. Another relatively novel
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systematic categorization regarding the term corporate image is done by Cian and Cervai
(2014) who individuate the terms corporate image, construed image and organizational
projected image.

They also assume the dprojectedimagee and décorporate imageé have the cognitive, the
emotive, and the symbolic dimensions. Based on this new differentational viewpoint,
corporate image is composed of perceptions of external stakeholders reflecting 2 6 & S NI S NA W
beliefs and feelings. In other words, the & A Y | AsSaéc@nstruct, is supposed to be
composed of emotional and functional elements, in which the emotional side seems to be
the prevalent one (Palacio et al., 2002). Construed image, however, does not reflect the
way external stakeholders see the company, but rather how they are assumed to perceive
the company by internal stakeholders (Radomir et all.,2014:226 ). According to the authors,
this construct also takes place in literature under the names of éconstruedexternalimagee <
operceivedexternalprestige @perceivedrganizationalprestige and dreflectedstakeholder
appraisaf Hdastly, they define organizational projected image as what is projected outside
the company by its internal stakeholders or is how the organization would like to be
perceived by its customers.

3.3 Corporate Character
Another term within reputation management is corporate character. It has been asserted by
Gary Davies and his colleagues (Davies et al., 2003), who entitle organizational reputation as
& G Eli§ment of identity and external A Y | Tr&ey bdse their argument on the assertion
that reputation is & U KoBective term referring to all & G I { S K defviRd® tbEpdRate
NXB LJdz{i inciudlirg) yaternal (organizational) identity and external image and they entitle
this two-way interaction as corporate character. Indeed, judging from the literature view,
the number of scholars recognizing that this two-way interaction (between S Y LI 2 &n& S & Q
O dza U 2 wiebshoEtie company) is not few. But we should note here that what Davies et
al.(2003) refer to as organizational identity is defined as 2 NB | y A TdéntikyAbg e Qril
I £ Y @osaednceptualization above. Davies et al.(2003) spent a few years in order to
develop a corporate character scale which is able to assess the reputation of an organization
from the perspectives of employees and customers and consequently they developed five
major and two minor dimensions of corporate character that employees and customers can
use to evaluate an 2 NH | y A lidenfity, 2ng@ and reputation (Martin and Hetrick,
2006:101).

Tablefollowingon he nextpage
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Tablel. Major and Two Minor Dimensionsof CorporateCharacter

Major and minor Facets Scale items associated with
dimensions facet/dimension
Major Dimensions
Warmth Friendly, pleasant, open, straightforward
Empathy Concerned, re-assuring, supportive,
Agreeableness agreeable
Integrity Honest, sincere, trustworthy, socially
responsible
Modern Cool, trendy, youthful
Enterprising Adventurous :m:;:e up-to-date, exciting,
Bold Extravert, daring
Conscientious Reliable, secure, hardworking
Driven Ambitious, achievement-oriented,
Competent leading-edge
Technocratic Technically competent, corporately
competent
Egotistical Arrogant, aggressive, selfish
Ruthless Dominant Inward-looking, authoritarian,
controlling
Elegant Charming, stylish, elegant
Chic Prestigious Prestigious, exclusive, refined
Snobbish Snobby, elitist
Minor Dimensions
Informal Casual, simple, easy-going
Machismo Masculine, tough, rugged

Source: Martin and Hetrick, 2006:101

3.4. Corporate Reputation

Of all the terms that have been mentioned so far, corporate reputation is probably the most
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complicated and diverse one as getting the insights of it is almost impossible without
theoretical backgrounds of such elements as identity, image and character in advance. This
theoretical significance also affected the design of this paper. Moreover, & R S & unisieisab
acknowledgment of the importance of corporate reputation as a strategic asset and its
large-scale potential to influence corporate strategy success, the notion of corporate
reputation still lacks deeper O 2 y O S LJG dzI £ A fantl \Gahigud 20B3)S B dadtythe
interdisciplinary nature of earlier work on corporate reputation which is repeatedly
emphasized in literature has caused terminological difficulties to define corporate
reputation (Chun, 2005). According to Chu-Chen and Otubanjo (2013) who suggest a
framework of six paradigmatic uses of corporate reputation these disciplines are
Management paradigm, Marketing and strategy paradigm, Economicparadigm, Finance
and Accounting Paradigm and Public Relations ParadigmDespite this variety of
perspectives, however, corporate reputation is traditionally defined as a & LJS NO S LJG dzI €
representation of a O 2 Y LJI pAse @téons and future prospects that describes the T A N Q &
overall appeal to all of its key O 2 y & (i A \ilhdnSefripated to other leading rivals, or a
a il 1 S KgobaRSdssent of a company based on performance characteristics salient
to that stakeholder (Fombrun, 1996). However, not all scholars in literature readily adopt it
as a bare fact and instead, they propose their own definitions. Lange et al. (201:163)
attribute this diversification to theoretical pluralism claiming that & / 2 NJ1J2pNthtionSs a
multidimensional construct in part because it is shared by scholars from different academic
fields that represent varied theoretical LJS N& LJS Beinck, @ithia thetscope of this review
we have focused more on the theoretical background than on definitions. Having reviewed,
analyzed and evaluated prior definitional statements of corporate reputation to explain
such diversified perspectives, Barnett et al. (2006) determined three key points central to
the concept of corporate reputation. The first point defines reputation as a state of
awareness The second point identifies reputation as an assessmentn which reputation
functions as a judgment, estimate or evaluation of the particular organization. And the third
point describes corporate reputation as an assetin whicha reputation functions as an
intangible resource and economic asset. Likewise, in another survey conducted by Lange et
al. (2011) three primary reputation conceptualizations were identified. These are being
known beingknown for somethingand geneaalizedfavorability. According to the authors,
within beingknownview, if awareness of the firm is broader and if perceivers have a more
distinctive perceptual representation of the firm, irrespective of judgment or evaluation,
corporate reputation is stronger. As for being known for somethingview, however, here
judgement is a central feature and of vital importance. Love and Kraatz (2009:317) entitles
this dimension as dechnical efficacy and emphasizes the evaluation of audience of the
F A N2bidtyp to meet the | dzR A S yeé@l§ @ich means that reputation is closely
associated with tangible organizational outputs. Because as well as acting at a macroscopic
level, affecting markets and shareholders, reputation also operates at an individual level and
consumers do appear to care about and value the satisfaction of their own immediate needs
(Dalton and Croft, 10). The final conceptualization generalizedavorability entails perceiver
judgments regarding the firm which are based on aggregated multiple organizational
attributes rather than being dependent on a given I dzR A Segkp@catioas for specific
organizational outcomes (Fischer and Reuber, 2007; Lange et al 201:159). Indeed, being
known and generalizedfavorability are broad perceptions of a company but, being known
for somethingprovides us with a dimensional basis for reputation measurement.
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4, CONCLUSION

Based on the adopted perspective, the term reputation bears several connotations and it
can mean different things to different people and various stakeholder groups. It can be
regarded as the perception of an 2 NH | y A Taldility Ao2 syti€fi the demands of its
stakeholders, or as a general assessment of the performance of an organization or as a
strategic asset, intangible resource used for sustaining competitive advantage and to
increase performance. Nevertheless, this paper indicates that there has been a confusion
concerning the use of the term reputation and its building blocks corporate identity,
corporate image and corporate character mostly because of the interdependent and
interrelated nature of such notions which are observed to have been used interchangeably
in certain contexts. Apparently, theoretical pluralism leading to quite a few diversifications
Is another underlying reason for this confusion. Moreover, literature analysis demonstrates
that even categorized school of thought has not reached an utter consensus within
themselves. Namely, what is defined as image by a group of researcher fits to 2 i K S N &
definition of reputation or what is described as identity by a scholar is the same as some the
2 (i K Siefiamidns of image and even reputation. There are also scholars who claim that
reputation is only a part of corporate character or who avoid using the term corporate
reputation on purpose and using the term image instead. Consequently, all these reveal that
the reputational landscapestill lacks deeper conceptualizing both in theoretical and
empirical approaches.
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ABSTRACT
This study investigates the relationship between labouaductivity, average real wages,
and the unemployment rate by employing the bounds testing procedure within an
autoregressive distributed lag (ARDL) modeling approach and appliesYaauamoto
Ol dzall ft AGe GSad F2NJ G4§KS LIS NiBak Rhat weal wagésiané H 1 mc Y
unemployment have a significant and positive long impact on labour productivityVhile
a longrun wage;productivity elasticity of 0.97 supports the efficiency wage theorem and
the unemploymenproductivity elasticity of 0.5&dicates that workers increase efforts to
secure jobs. Therefore, a rise in real wages and unemployment may induce higher
productivity by raising the costs and probability of job loss, respectively, which implies
rigidity in Turkish labour marké&urthernore, the causality tests provide evidence for the
effect of a high and persistent unemployment rate on fherkish economy, where
unemployment affected both labour productivity and real wages. While-dirdxdtional
causality was found between labour pradiwity and unemployment, a unilateral causality
was observed between unemployment and real wages. Unemployment causes real wages,
but there is no evidence of reversal causation.
Keywords:Bounds testing procedure, Causality, Labgnaductivity, Real wages, Structural
break, Unemployment

1. INTRODUCTION

The relationship between productivity, real wages, and unemployment has been considered
as one of the important issues in the economics literature. In macroeconomic perspective,
with the effect of globalization and openness of countries to international trade, the growth
of productivity and wages become crucial factors, which decide the international
competitiveness between countries. The increase in productivity and competitiveness
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induces economic growth. This is especially true for the countries that are able to increase

their welfare by the job creation concomitant with the economic growth. On the other side,

there are many empirical studies that analyze the relationship between productivity-real

wages and productivity-real-wage inflation rate. However, there are a few studies that

examine the interrelationships among productivity, real wages, and unemployment. In this

context, Alexander (1993) investigated the relationship between productivity, wages, and
unemployment in the United Kingdom for the period 1955¢91 by employing the

cointegrating VAR methodology and the Granger causality. After finding the evidence of a

structural break in 1979, the author divided the sample into two subperiods and stated that
WoSTF2NE mMdTd dzy SYLI 2@ Y, Sying cadsed bylib&tls wageSayidi NI @
LINE RdZOGAGAGRE QT 6KAES FFFUSNI mpTtd G KSNES Wi
LINE RdzZOGAGAGEQd {KS NBfIGSR GKAA aKATFI (
then Prime Minister Margaret Thatcher. Wakeford (2004) also analyzed the relationship

between productivity, real wages, and unemployment in South Africa by using cointegration

and the Granger causality tests.

A&
a2 |

The quarterly data comprise from 1983:Q1 to 2002:Q4. After finding evidence of a structural

break in 1990, Wakeford divided the sample into two subperiods and found a long-term

equilibrium (cointegrating) relationship between the real wages and productivity for the two

sub-periods. The results indicate that productivity has grown faster than real

wagest T I NI P2€fdz FyR 4S@A1 O6wHnnTtL FylFfel SR GK
wages, and unemployment in Turkey by employing cointegration and causality tests for the
LISNA2R 2F wmpnpbHanp® ! FG§SNI FA y/RHbeyaBodSid®@d RSy OS
the sample into two subperiods and found the unemployment rate as the central variable

0SAy3 OldzaSR o0& 020K GKS 41 3Sa FyR LINERdAzOIU
However, a unidirectional causality running from the unemployment to productivity and a

bi-directional causality between the productivity and real wages were found for the period

2T mMpchbHanpE FYR GKSY LINRPRdAzZOGAGAGE o6SOIYS |
They related this shift to a change in the competition of international trade through the

impact of globalization, especially after the 1980s. Yusof (2007) examined the long-run and

dynamic behaviors of real wage-employment-productivity relationship for the Malaysian
manufacturing industry over the period of 1992:Q1b 2005:Q3. His findings indicate a

f 2 ¥y 3 keltidnghip between the variables. The theory that real wages inversely affect

employment was not supported, while the performance-based pay scheme theory (but not

the efficiency wage theory), was validated. Following the previous studies, the main

objective of this one was to measure the relationship between average labor productivity,

real wages, and the unemployment rate in Turkish manufacturing industry by using the
autoregressive distributed lag (ARDL) approach to cointegration analysis and Toda-

L hYrY2G2Q0a Omipdppy Ol dzaltAade GSadao ¢CKS |
HANTYnMbHAMcYnn® h&ekrber odies intRaEwayR Rirdtlf, shhlEernafivbl? Y U
cointegration and causality approach is used to test the relationship between the variables.

Secondly, on the basis of empirical testing, this study attempts to shed some light on the

labour market theories that dominate the Turkish manufacturing industry at present. In this

context, this paper is structured as follows. Section 2 explains the theoretical background.

Section 3 describes the data and methodology. Section 4 presents the empirical results and,

finally, Section 5 concludes.
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2. THEORETICAL BACKGROUND

The interrelationships between productivity, real wages, and unemployment are highly
complex, with many feedback effects as well as ambiguous or multiple signs. Most well-
known economics theories of the labour market, such as bargaining, search contract and
efficiency wage theories try to explain these relationships

Table 1: The theoretical relationship between productivity, wages, and unemployment
(Wakeford, 2004, p. 113)

Causal Directiorl Expected Sig! Rationale
I wibt whb5 + Workers increase effort to secure jobs;

Less productive workers are fired first
I w w2 b Surplus labour weakens union bargaining pow
t wh5Tlh w + Performancebased pay; bargaining
t wh5Tlh | | + Greater efficiency implies reduced labour

b demand

Positive output effect on employment
w2 [b tw + Efficiency wages
w2 [b | w + Higher labour costs cause factor substitution

Wakeford (2004) stated that the effect of an increase in average labour productivity on
unemployment is ambiguous. Whereas, in the light of the commonly known labour market
theories, and opposite effect of productivity on employment can be considered. If ceteris
paribus, an increase in the productivity of workers could reduce the demand for labour and
thus raise the unemployment rate. Contrary, an increase in the productivity of workers
could also reduce unemployment rate through the effect of output growth. As the efficiency
of worker increases, the output and investment of firms also increase. Thus increased
investments lead to labor demand and therefore productivity increase reduces
unemployment rates. Conversely, unemployment affects productivity. High unemployment
YI e AYRdzOS 42NJ SN& y 2 02 a KNA Yy YR AyON
productivity will increase in order to secure their jobs. As less productive workers are usually
the first to lose their jobs, increased unemployment may be associated with higher average
productivity among the remaining workers. Therefore, this will cause the efficiency of
workers to increase who are not the first to lose their jobs. The theories of wage bargaining
imply that the unemployment rate affects wages in two ways. High unemployment rate
weakens the bargaining power of union and therefore dampens the real wages. However,
during the period of the low unemployment rate, unions can be able to offer high nominal
gF3ASa 6t 1T FNIP2€fdz | yR 4 ShdividjaEpayHssperforbanceJbc 0 &
based, the productivity will increase, this, in turn, will cause the real wages to increase
(Alexander, 1993, p.87; Wakeford, 2004, p.113). Moreover, if real wages increase more than
the productivity growth, unemployment arises, because firms prefer to substitute costly
labour to capital. On the other hand, this substitution stemming from an increase in real
wages will also increase marginal productivity (Wakeford, 2004, p. 113; Yildirim, 2015, p.89).
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3. DATAAND METHODOLOGY

Following Alexander (1993, p.88) and Wakeford (2004, p.115), the long-run empirical model
of labour productivity, real wages, and the unemployment rate could be specified as
follows:

INLPROR =g, +4n RW +£ YR @)

where LPROD; is labour productivity, RWis the real wages, UR; is the unemployment rate
|y Ris the regression error term. While ' 1, the coefficient of RW, indicates the elasticity of
LINE RdzOG A GA (& oAl K, tkécaeffitGear 6f UR, dichid thé elashidityt a =
productivity with respect to the unemployment rate. Theoretically, both variables are
expected to have positive signs.
This study uses quarterly seasonal adjusted data for productivity, real wages, and the
unemployment rate for 2007:1¢2016:4 period. The productivity represents average labour
productivity (production index/employment index) in the Turkish manufacturing industry.
The real wages are obtained by deflating the nominal wage index with the consumer price
index (CPI) (2000= 100). All data are obtained from the Turkish Statistical Institute
(TURKSTAT). The variables are transformed into logarithmic form except for the
unemployment rate.
In order to test the stationarity of variables and the integration and the possible
cointegration among the variables, the augmented DickeycFuller (ADF) test (Dickey and
Fuller, 1981) and an alternative Phillips¢Perron (PP) unit-root test (Phillips and Perron, 1988)
are employed. Following the stationarity tests, the bounds test for co-integration within
ARDL modeling approach of Pesaran, Shin, and Smith (2001) was adopted to determine
whether a long-run relationship exists between average labour productivity, real wages, and
unemployment in Turkey. Since the bounds testing approach can be applied irrespective of
the order of integration of the variables, the regressors can be I(1), 1(0) or mutually
cointegrated. First of all, for implementing the bounds test procedure the following ECM
(error correction model) was estimated:
DIn LPROD =, él g IMmLPROD, pél'v an RwW i Jéksa_u?_

i=1 [ 3 i =

+a,In LPRODO., +&ln RW, +aUR, +ab |+

(2)

Equation (2) can be further transformed to accommodate the one period lagged error
correction term (ECTy) as in equation (3).
b1

-1 1 i3
DInLPROD =, é a InDLPROD, par an RW  AtdR , B EOT |
iz =

3) _

GKSNBE p Aa TANEIMARA FITKSNSty20H5 21ISHENE BBy NR I 0 f S
independent random error with zero mean and finite covariance matrix, and the
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RSUSNY¥AYAEGGAO GSNXYZ0O02YdPdzEGAEAY RSyBESRKS &L
the long-NXzy” NI | (0 Al2yWRiréphedaht shoftiRun dynamics of the model. D is the
dummy variable that represents the structural break period. In order to examine the long-
run relationship between the dependent variable Y; and its determinants, an F-test
procedure is followed to estimate the combined significance of the coefficients of the
lagged levels of the variables. While the null hypothesis is HoY 4T &I' 2=0 (no cointegration)
FYR GKS FfO0SNYyIF L,k 38 Kehl2 0o RSAYESANI GM¥YODP LT
rejected, it indicates the existence of a long-run relationship or cointegration. Pesaran et al.
(2001) provided a set of asymptotic critical values where the critical bounds can be applied
irrespective of the order of integration of the regressors. The critical values are composed of
two sets: lower bounds 1(0) and upper bounds I(1). The first set gives the lower bound,
applicable when all regressors are 1(0). The second one gives the upper bound, applicable
when all regressors are (1) (Akkoyunlu and Siliverstovs, 2014:3240). If the calculated F-
statistic exceeds the upper bound, the null hypothesis of no relationship between
dependent variable Y@and independent variables X; can be rejected. Conversely, if the F-
statistic falls below the lower bound, the null hypothesis of no long-run relationship cannot
be rejected. However, if the F-statistic falls within the critical bounds, the result of
cointegration will be inconclusive. According to Narayan (2005), the existing critical values
reported by Pesaran et al. (2001) cannot be used for small sample sizes because they are
based on large sample sizesfor 500 and 1000 observations. Therefore, Narayan (2005)
provided two sets of critical values for a given significance level with and without a time
trend for small samples between 30 to 80 observations. Given the relatively small sample
size in this study (40 observations), the hypothesis testing relies on the critical values
simulated by Narayan (2005).As the last step, the Granger causality test is applied to
examine the causal linkages between labor productivity, real wages, and unemployment.
The notion of the Granger causality (Granger, 1969; Engle and Granger, 1987) is one of the
most commonly and extensively used methods for evaluating the existence and direction of
linkages among time series variables withinvector autoregressive (VAR) models in
economics literature (Pitarakis and Tridimas, 2003:362). According to Sims et al. (1990), the
asymptotic distribution theory cannot be applied for testing causality of integrated variables
in the levelfrom using the VAR model even if the variables are cointegrated (see Clark and
Mirza, 2006; Wolfe-Rufael, 2007:201). In this context, Toda and Yamamoto (1995) proposed
an alternative approach that can be applied in the level VARs irrespective of whether the
variables are integrated, cointegrated, or not. Toda and Yamamoto (1995), on the basis of
augmented VAR(k) modeling, introduced a modified Wald test statistic that asymptotically
has a chi-square 62) distribution irrespective of the order of integration or cointegration
properties of the variables in the model (Wolde-Rufael, 2007:201). The test has two steps:
Firstly, in order to apply Toda and Yamamoto's approach (1995), it is essential to determine
the true lag length (k) and the maximum order of integration (dmax) of the series under
consideration. The modified Wald test statistic is valid regardless of whether a series is 1(0),
[(1) or 1(2) non-cointegrated or cointegrated of an arbitrary order. The lag length, k, is
obtained in the process of the VAR in levels among the variables in the system by using
different lag length criterion such as AIC (Akaike Information Criterion), SC (Schwarz
Information Criterion), HQ (Hannan-Quinn Information Criterion), FPE (Final Prediction
Error) and LR (Sequential Modified LR Test Statistic). Then the unit root testing procedure
can be used to identify the order of integration (dmax). As the second step, the modified
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Wald test procedure is used to test the VAR(k) models for causality. The VAR(k) models are
estimated by Ordinary Least Squares (OLS) estimation technique. Unlike the Granger
causality test, Toda and Yamamoto's approach (1995) fits a standard vector auto-regression
on the levels of the variables, not on the first difference of the variables (Wolde-Rufael,
2007:202). Therefore, to undertake Toda and Yamamoto's version (1995) of the Granger
non-causality test, the following VAR system is presented:

k dmax k d max

InY, =a, 4Q glInY, +a ﬁﬂn Y a,lnh X, +<"5'l; 24 Xi. u +4)
i=1 i 2 i = i 1=
K dmax k.. amax

In Xt = bo a Q’|I’1Yt_i a qun Yj a lof >t(i— +a; |'P Xj - © '|'(5)
i=1 i 2 i = i 1=

The null hypothesis that independent variable X; does not cause dependent variable Y; is
constructed as follows: HO: 1= W I' X I =0. Similarly, in Equation (5), the null hypothesis
that Y; does not cause Xis formulated as follows: | n 't mI' L HT XT n ®

4. EMPIRICAL RESULTS

Table 2 gives the ADF and PP unit root testing results of labour productivity, real wages, and
unemployment. All of the series are non-stationary (contain a unit root) in their levels but
are stationary in their first differences. Thus, they are integrated of order one, I(1).

Table 2: ADF and PP Tests for Unit Root

ADF
Level First Difference
LPROD q q ¢5.253[0] | ¢5.185[0]
0.361[0] | 2.481[0]
RW C q ¢5.341[0] | ¢5.279[0]
0.634[0] | 1.848[0]
UR C q c4.205[1]" | c4.141[1]
2.220[3] | 2.185[3]
PP
Level First Difference
LPROD | 0.059[8] G G C
2.570[3] | 5.023[10]" | 4.967[11] "
RW q q ¢5.312[3] | ¢5.198[4]
0.659[1] | 1.837[3]
UR q q ¢3.387[6]" | ¢3.342[6]
1.647[2] | 1.619[2]
Note:! £t &ASNASA INB G GKSANI yhiadNFE £23FNAGKY
GKS Y2RSt 6AGK | RNI&fRdimodt gemeral snadél Kighdzdrift GanlB y R T
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trend. The optimal lag lengths used in the ADF test are indicated within brackets and
determined by the AIC. When using PP test, the values in brackets represent Newey-West
Bandwidth (as determined by Bartlett Kernel). (*), (**) and (***) indicate that the
corresponding coefficient is significant at 10%, 5%, and 1% levels, respectively.

The long-run relationship between labour productivity, real wages, and unemployment rate
can be affected by the structural breaks/changes. In order to take this issue into account,
the Chow breakpoint test (1960) was employed to identify the existence of an exogenously
determined structural break time. The Chow test is applied for a linear model with one
known single break in the mean. In this context, a limitation of the Chow test is that the
breakdate must be known a priori. If the researcher picks an arbitrary or a known candidate
break date, there may be two cases. Firstly, the Chow test may be uninformative, as the true
breakdate can be missed. Secondly, the Chow test can be misleading, as the candidate
breakdate is endogenous (it is correlated with the data) and the test is likely to indicate a
break falsely when none in fact exists (Hansen, 2001, p.118). Therefore, the Quandt-Andrew
test where the breakdate is unknown a priori was introduced (Andrews, 1993; Quandt,
1960). This test examines one or more structural breakpoints in a sample. The null
KelLR2GiKSaAa Aa WwYWy2 oOoONBIF{LRAY(GaAET | yRax)iKS GS
statistic, the Exponential (Exp) Statistic, and the Average (Ave) statistic. In this study, to
improve the accuracy of the estimation, the Quandt-Andrews breakpoint test (Quandt,
1960; Andrews, 1993) was adopted in combination with the Chow test (Chow, 1960).

Table 3: Stability Test Results

A. QuandtcAndrews unknown breakpoint test.
Statistics Value p-Value
Max. LR F-stat. (2010:Q4) 67.6636 0.0000
Max. Wald F-stat. (2010:Q4) 202.9910 0.0000
Exp LR F-stat. 30.6467 1.0000
Exp Wald F-stat. 98.1296 1.0000
Ave LR F-stat. 31.3868 0.0000
Ave Wald F-stat. 94.1605 0.0000

B. The Chow breakpoint test result

Null Hypothesis: No breaks 67.663 F(3,34)=0.00

2010:Q4

Table 3 reports the stability (0 NB I 1 }> tese resyltd. The QuandtcAndrews unknown
breakpoint test compares 29 breakpoints and the null hypothesis of no break within the
trimmed sample period is rejected by two of the three test statistics. The test is performed
by using a trimming region of 15%. Hence, both tests suggest a structural break in 2010:Q4,
which represents a significant economic growth after the 2008 financial crisis in Turkey.
Since 2004, the Turkish economy showed a rapid economic growth of 9.4% in 2010. In this
case, the influence of break can be captured as a dummy variable in the cointegration test.
Following the results of unit root and stability tests, the long-run relationship between the
variables can be investigated by using the bounds test to cointegration within the ARDL
modeling approach developed by Pesaran et al. (2001). In this context, the lag length of the
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estimation is determined. The lag length that provides the smallest critical value is
determined as the lag length of the model by using several lag selection criteria such as AIC,
SC, HQ, FPE, and LR. According to the results of the selection criteria and considering the
evidence of no residual autocorrelation, a value of 1 is preferred for the relationship
between LPROD, RW, and UR. The calculated F-statistics for Equation (1) is found as 4.833,
which is above the critical value. In this context, the null of no cointegration can be rejected
at 10% level, implying that there exists a long-run relationship or cointegration between
labour productivity, real wages, and unemployment rate.
Table4: Results of Bounds Test for Cointegration

Model | F-statistic
LPROD=f(RW, UR)
Calculated F Statistic 4.833
Narayan (2005) k=2, T=40
90%level 95%level 99%level
1(0) 1(1) 1(0) 1(0) (1) 1(0)
3.373 4.377 4.113 5.260 5.893 7.337

Notes: (*), (**), and (***) indicate that the corresponding coefficient is significant at 10%,
5%, and 1% levels, respectively. Critical values are citied from Narayan (2005:1988) (Table
Case Ill: Unrestricted intercept no trend)

After establishing the cointegration relationship for Equation (1), the next step is to estimate
the long-run coefficients of the equation by using the ARDL specification. Owing to the ARDL
specification, it is assumed that the errors are serially uncorrelated and the, maximum lag is
selected as 1 according to the lag length criteria, where no autocorrelation is found in
Equation (1). The estimated long-run coefficients of ARDL(1,1,1) model are given in Table 5.

Table 5: Estimated Lorgun Coefficients Using ARDL Approach

Regressors ARDL(1,1,1)
Constant 0.076 [0.122]
RW 0.970[2.429]"
UR 0.535[1.853]
DUMMY_2010 1.582[2.710]"

Note: t-values are given in parentheses. (*), (**) and (***) indicate that the corresponding
coefficient is significant at 10%, 5%, and 1% levels, respectively.

The long-run coefficients show that all regressors in the productivity equation exhibit the
positive sign and are statistically significant at the 5% or higher level. The results imply the
importance of real wages in labour productivity in the long-run. The long-run coefficient of
real wages is positive and strongly statistically significant at 5% level. A 1% increase in the
real wages increases the labour productivity by 0.97%. The findings support the efficient
wage theory in Turkish manufacturing industry in the long-run. Moreover, the
unemployment rate also affects labour productivity in the long-run. A 1% increase in
unemployment rate increases the labour productivity by 0.53%. The results indicate that
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high unemployment leads to increase workers' performance because less productive
workers are fired first. To sum up, the results found that both real wages and
unemployment positively affect labour productivity in the long-run.
The error correction model was also estimated within the ARDL framework. The results of
the short-run dynamic coefficients related to the long-run relationships estimated by
Equation (1) are reported in Table 6.

Table 6: Error Correction Model

Regressors ARDL(1,1,1)
Dependent variable:

N[ twhb5

Constant 0.009[0.127]
n'w ¢0.451[c6.604]
nw?2 c0.588[¢5.463]
DUMMY_2010 0.195 [1.867]
ECT, ¢0.171[¢2.550]
Adjusted R%: 0.79 DW:2.31 F=25.188(0.000)

ciy () =0.242 Crnen(D) =0.604

Foay | =0.247[0.622 Coom(2) = 0.649[0.722

Note: t-values are given in parentheses. (*), (**), and (***) indicate that the corresponding
coefficient is significant at 10%, 5%, and 1% levels, respectively. The statistics are distributed
as chi-squared variates with the degrees of freedom in parentheses.

The results for 2007:Q1¢2016:Q4 period show that the error correction term, ECT, is
negative and statistically significant, indicating that the feedback mechanism is effective in
Turkey. In other words, the convergence to long-run equilibrium after a shock is relatively
small for the Turkish manufacturing industry. The estimated coefficient of error correction
term (¢0.17) indicates that around 5% of the deviation from equilibrium is eliminated within
a quarter. However, the sign of the short-run coefficients is negative except dummy
variable and statistically significant in productivity equation.

The model passes the specification tests, such as the tests of no residual autocorrelation, no
residual ARCH effects, residual normality, and no residual heteroscedasticity and the RESET
test for functional form misspecification. The cumulative sum (CUSUM) and the cumulative
sum of squares (CUSUMQ) tests were employed to determine whether the parameters in
the models are stable. The results of CUSUM and CUSUM-Q tests are shown in Figure 1. The
lines show the boundaries of 5% significance levels. It can be seen in the figures that the
parameters are stable; the sum of the squared residuals lies inside the critical bounds of 5%
significance.

Figure followingon the next page
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Figure 1: CUSUM and CUSUM Q Test Results for Coefficient Stability

¢2RIF FYR ,FYlFIY232Qa LINRPOSRAZNBE o6mMphpp0u I ¢gKAOK
require pre-testing for the cointegrating properties of the system and is valid regardless of
whether a series is 1(0), 1(1)or 1(2),non-cointegrated or cointegrated inanaNJb A G NI NB 2 NRS
long as the order of integration of the process does not exceed the true lag length of the
Y2RSEQ 0¢C2RI YR | | YRuf¥eR 20@:202)Migepipre, theirgstits of 2 f RS
C2RIEL, FYFY2(02Qa OSNBAZ2Y Oskagegrpsénte®@ifTable KS DNJ y 3 S

Table 7: The Resultsof Tedd YI Y24 2Qa [/ FdzAl ft Ade& ¢Sa&af

Null Hypothesis 2 Probability value Decision
sta{]istic
UR does not cause LPROD 14.958 0.001 Bidirectional Causality
LPROD does not cause UR 12.508 0.005 i W TLPROD
RW does not cause LPROD 5.930 0.115
LPROD does not cause RW 2.684 0.442 No Causality
RW does not cause UR 3.355 0.340 Unidirectional
UR does not cause RW 9.394 0.024 Causality
iw b w?

Notes: (*), (**), and (***) indicate that the corresponding coefficient is significant at 10%,
5%, and 1% levels, respectively. VAR is estimated by [k + dmax] =4 for the model, optimal lag
length k=3 is selected by lag length criteria, dmax=1.

Accordingto Toda-, I YI Y22 Qa Ol dzaltAdGe (Sad NBadzZ Ga ak
that the causal relationship between productivity and unemployment is bi-directional.
However, there exists a unidirectional causality running from the unemployment to real
wages. In other words, a bi-directional causality is found from unemployment to labour
productivity. A causality running from unemployment to labour productivity is found at the
5% level of significance but there is no evidence of reversal causation running from labour
productivity to unemployment. The results imply a significant effect of the unemployment
rate on the Turkish economy. Unemployment has been the central variable, being caused by
020K NBIf ¢ 3Sa FyR LINPRdAdzOGAGAGE F2NJ 0KS LISN
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5. CONCLUSION

This study has empirically investigated the relationship between labour productivity,
average real wages, and the unemployment rate in Turkey using quarterly data from 2007
to 2016. The empirical results evidence a structural break at the end of 2010. The
0 NB I {,bwRidh in@cates the rapid economic growth of Turkish economy, appears to
have positively affected the relationship between the variables. The cointegration results
indicate a long-run equilibrium relationship between the real wages, unemployment, and
productivity. While a long-run wage-productivity elasticity of 0.97 implies the efficiency of
wage theorem in Turkish manufacturing industry; a long-run unemployment-productivity
elasticity of 0.53 implies the increasing efforts and thus the productivity of workers to
secure their jobs. The positive effects of real wages and unemployment together on the
labour productivity also indicate the rigidity of Turkish labour market. Furthermore, the
causality tests indicate the importance of unemployment rate in Turkey, where
unemployment affected both real wages and labour productivity. A bi-directional causality
was found between labour productivity and the unemployment rate. There exists a
feedback effect between the variables. High unemployment increases the productivity of
workers who do not want to lose their jobs. Contrary, the productivity causes
unemployment. If the productivity that leads to increase the output does not induce the
investments, then sufficient employment opportunities are not created in the economy and,
thus the unemployment rate continues to increase. The same effect was found in the
Turkish economy, especially soon after the 2008 economic crisis. However, a unilateral
causality was found between the real wages and unemployment. Unemployment causes
real wages, but the absence of the reversal causation implies a broken link. Increasing
labour supply affects the formation of wages. According to the theoretical expectations, if
the unemployment rate is to rise, one may expect to weaken union bargaining power and
the wages. However, one may mention the decreasing unionization of workers and thus
decreasing bargaining power of the unions in Turkish industry. As a result, the findings
indicate that the unemployment still remains an important Y ON2 t S Gf8ug Y A O
Turkey. A high and persistent unemployment rate has been one the structural
macroeconomic problems of Turkey. During the aforementioned period, the average
unemployment rate reached to 10.1%. Although the Turkish economy performed a rapid
economic growth right after the 2008 economic crisis, the strong economic growth
performance could not be sustained in the following years and thus sufficient employment
opportunities could not be created (Karaalp-h NXK I y | YR  P.862).SThekeforay n mc =
unemployment appears to have a clear effect on labour productivity and real wages in
Turkey.
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ABSTRACT
Foreign aid strategies have undergone restructuring as donors adopt aid selectivity practice
to improve aid effectiveness. This study investigates the impact of aid selectivity practice on
aid effectiveness (aigrowth relationship) irBubSaharan Africa3SA) and several groups of
countries within SSA from 1980 to 2012. Employing system generalized methods of moments
(system GMM) technique; the study produces strong evidence that there is significant
improvement in aid effectiveness due to aid selectptiictice
Keywords Foreign aid, aid selectivity practice, aid effectiveness;Saifaran Africa

1. INTRODUCTION

In theory, foreign aid is expected to serve as a means of transferring capital from developed
economies to developing ones. By doing this, it is likely that aid would stimulate social and
economic reforms by providing funds for development projects such as infrastructure,
technologies, education, health, and revitalizing crises stricken economies; thus, resulting in
economic growth. However, there has been a long standing and sustained debate about aid-
growth relationship that has challenged the effectiveness of aid on several grounds; making
the aid-growth link vague. Empirical evidences have shown that some of the high recipient
countries of foreign aid in the world especially in Sub-Saharan Africa (SSA) such as Central
African Republic and Malawi are still unable to account for positive corresponding growth,
while few countries like Niger has recorded significant economic progress (see Leeson,
2008).
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Interestingly, an important question to ask, is why aid works in certain countries and fails in
some others? Past studies have highlighted several determinants of aid effectiveness.

The study that made the most popular qualified analysis of aid effectiveness is that of
Burnside and Dollar (2000), which posits that macroeconomic policy is an important
determining factor of the growth promoting impact of foreign aid. For instance, foreign aid
is expected to be more effective in countries with good macroeconomic policies than
countries with bad macroeconomic policies. Other studies such as Collier and Dehn (2001),
Dalgaard, et al (2004), and Ang (2010) opined that export price shocks, climate related
differences and financial liberalisation, respectively are channels through which aid affects
growth. Against the background, foreign aid strategies have undergone fundamental
reassessment as donors have come up with several measures to ensure that aid becomes
more effective. Initially, the concept of aid conditionality* was the practice by the donor
community. This practice went through little change after the influential study of Burnside
and Dollar (2000). After the study, it was acknowledged that aid did promote growth but
should be allocated to countries that have adopted good policies. As a result, aid selectivity
or ex-post conditionality (Ramiarison, 2010) came into practice ¢ where in some cases,
foreign aid is attached to several considerations and prerequisites such as macroeconomic
policy reforms, governance, and poverty or need, among others. As a general measure of
adequacy in recipient countries, aid selectivity in the recent times, in most cases, is pinned
on the state of governance. Consequently, efforts toward good governance in developing
countries have become a condition for attracting development assistance. However,
because donors also consider other factors related to living standards such as poverty when
giving aid, it becomes difficult for donors to aim at good governance alone as prerequisite
for aid as countries with weak governance most time record low living standards. As a
result, aid selectivity practice becomes difficult to implement. Nevertheless, Collier (1999)
suggested a dynamic case for a temporary increase in aid. That is, aid should be targeted at
inducing policy reform and to increase it evenafter policies improve because the resulting
growth needs to be sustained within a situation oflow private investment. According to him,
Gl AR ty BperRndvith policy reform rather than to taper out with reform as it is the
I OGdzZ f R2Yy2NJ 6 SKI @A 2 dzNE @

A lot of weaknesses can still be identified in developing countries as regards economic
reforms. This situation is likely an important reason why donors are agitating for elements
that can boost the effectiveness of aid. For instance, in a summit on combating poverty in
Africa, held at Gleneagle, Scotland on July 7-8, 2005, the G-8 leaders reiterated the
NBIjdZANBYSYd F2NJ AR AY GKSANI FAYILIE [/ 2YYdzyAljc
income countries committed to policy reforms such as growth and poverty reduction,
democratic, accountable and transparent government, and sound public financial
management (Gleneagles Communique, 2005). All these practices are within the framework
of aid selectivity ¢ where aid flows are expected to be channelled to countries that have the
necessary environment that can promote effective aid management. The motivation for this
study is therefore to empirically investigate the claim by several studies in the past around
FAR aStSOiAGAGEDd C2NJ AyaildlyoOoSs GKS 22NIR . I\
the allocation of foreign aid would have greater impact on poverty reduction if it were

! The act of conditioning aid on promises of policy reforms
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targeted to the poorest countries and among them favoured the ones with stronger
economic institutions and policies.

lfaz2sx GKS aiddzReée o0& . d2NYyaARS |yR 5 Afsdssing\] 6 HnA N
l AR¢3 (Kdza | NBdzZSR GKFdG AR Aada Y2NBE STFSOGAOQ
than others. To support the two above studies and related ones, Dollar and Levin (2006),
argued that in year 2000-03, donors, especially multilateral ones are more selective in aid
practice than in the year 1984-89. Dollar and Levin (2006) revealed that donors have over
the years acted on the two earlier referenced studies and related ones to start aid selectivity
practice around year 2000. To conclude the debate on aid selectivity in the literature, the
next important investigation should centre on evaluating aid selectivity practice. Therefore,
the main focus of this study is to investigate the impact of aid selectivity practice on aid
effectiveness in SSA. This study investigates total aid, official development assistance (ODA),
as against grouping into multilateral and bilateral aid. Beyond aggregate SSA regression, this
study also investigates several groups of countries for robust analysis. Based on the
information available to the author, this is the first study to carry out an empirical
investigation on the effectiveness of aid selectivity practice. This study employs a simple
methodology by breaking the period of study into two. The first period covers 1980-2000
(pre-selectivity) and the second period covers 2001-2012 (post-selectivity). System
generalized methods of moments (system GMM) estimator proposed by Arellano and Bover
(1995) and Blundell and Bond (1998) is used for estimations. The study concludes that aid is
more effective in post-selectivity period as against its ineffective impact in pre-selectivity
period.

The rest of this paper is organized as follows. Section 2 presents summary of past relevant
empirical studies where aid effectiveness debate is well articulated. Section 3 presents the
methodology. Section 4 covers analyses of results where the result for pre and post-
selectivity period are presented for aggregate SSA and for other groups of countries in SSA.
Finally, section 5 presents conclusion.

2. SUMMARY OF PAST RELEVANT EMPIRICAL STUDIES

The trend of debate in the literature on foreign aid and its effectiveness has been very

interesting; starting fromthe 2dza G A FA Ol A2y F2NJ F2NBAIAY | daA:
argument initiated by Rosenstein-Rodan (1943, 1944), and developed by Nurkse (1953) to

0KS SYLANROFEf &a0dzRASa o0& O NA2dza | dzi K2 NR @
underdeveloped countries need huge amount of investment to move away from
backwardness to a path of economic development; but savings required for this huge

investment was insufficient. Based on this, mainstream economics suggests a need for

external sources of funds (the big push) aimed at complementing domestic savings. Through

GKA&a YSIyas LIKSIHMUTFR yi 1088 BKS dzy RSNRS@SE 2 LIS
GNI LJQ Oy 06S Of2aSR® . SOlFdzaS Y2ad 2F GKS dzy
market coupled with high risk attached to business, they do not stand a chance of making

that huge sum of money needed for investment purposes, enough to set them on the path

of long run growth, both locally and through borrowing in international market. Accordingly,

0KS WoA3d LMWzZAKQ I NBdzYSyd LIBR2NINrea SEGSNylIf K
complement domestic savings, increase investment and in turn, ensure long run desired

growth.Since the big push argument, several studies have endeavoured to investigate the

need for aid and the effectiveness of aid. To do this, extant empirical studies on aid
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effectiveness concentrated more on aid-growth nexus using different theories and
methodologies. As a result, these studies came up with different results which made aid
effectiveness literature inconclusive and mix. Among the several existing studies, some
argued for a positive relationship between aid and growth (see Islam, 1992; Snyder, 1993;
Gounder, 2001; Moreira, 2005; Chowdhury and Das, 2011; and Kargbo, 2012, among
others). Authors in this category were of the opinion that aid increased growth by
augmenting savings, financing investments and increasing productivity. Conversely, studies
such as Friedman, 1958; Bauer, 1972; Boone, 1994 and 1996; Dhakal, Upadhyaya and
Upadhyaya, 1996; Bowen, 1998; Easterly, 1999 and 2001; Kanbur, 2000; Radelet, 2006; Duc,
2006; Mallik, 2008; and Leeson, 2008, among others, argued for a negative relationship
between aid and growth. A general consensus of this category of study was that aid failed to
induce growth. However, each study gave different reasons for supporting this claim.
Among the reasons given are misused of aid (aid fungibility), corruption, poor
administration, tying up of aid with precious resources in recipient countries and
questionable aid allocation decisions by donors, aid caused investment disincentive for
private sector, aid caused savings reduction, bad policies environment (e.g Boone 1996),
extremely low level of human capital (e.gkosack and Tobin, 2006) and volatility in aid
disbursement by donors (e.gKathavate, 2013).

The above highlighted two major strands in the literature caused several reflections and
reconsiderations. Scholars started asking questions on the reasons why foreign aid would
have significant negative relationship with economic growth. Thus, in a quest to find
answers to this, the focus of aid effectiveness debate changed from ordinary aid-growth
relationship investigation to a more in-depth one by investigating intermediate factors that
could determine aid effectiveness. The ground breaking and leading study in this category
was the study by Burnside and Dollar (2000) on 56 countries from 1970 to 1993. The study is
focussed on answering two basic questions. One, is the effect of aid on growth conditional
on economic policies? And two, do donor governments and agencies allocate more aid to
countries with good policies? The answer to the first question is that aid had a positive
impact on growth in developing countries with good macroeconomic policies (fiscal,
monetary, and trade) but had little effect in the presence of poor policies. As a result,
identifying good policies as important ingredient for growth, the study suggested that aid
would be more effective if it were more systematically conditioned on good policy. Answer
to the second question will be discussed shortly. Other related studies such as Hansen and
Tarp, 2001; Dalgaard and Hansen, 2001; Denkabe, 2003; Dalgaard, et. al. 2004; Asiedu and
Nandwa, 2007; Rajan and Subramanian, 2008; and Minoiu and Reddy, 2009, came up with
more factors such as governance, export shocks, financial liberalization, geographical
factors, and so on as intermediate factors that determine aid effectiveness.

As the debate on aid effectiveness broadens, scholars also investigated the second question
of Burnside and Dollar (2000) that has to do with aid selectivity. For Burnside and Dollar
(2000), their study argued that quality of policy had little impact on aid allocation. According
to the study, there was no significant tendency for total aid or bilateral aid to favour good
policy. In contrast, aid that was managed multilaterally (about one-third of the total) was
allocated in favour of good policy. However, as the debate continues, studies started
carrying out robust analysis on aid selectivity by employing different methodology from
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what was used in Burnside and Dollar (2000). Thus, many studies carried out periodic
investigation and found that aid selectivity was not in practice in pre-2000, but was
practiced in post-2000. For instance, Dollar and Levin (2006) focused their study on 1984-89
and 2000-2003.

They found that multilateral aid was more selective than bilateral aid in targeting countries
with good rule of law. During 1984-89, both bilateral and multilateral aid had significant
negative relationships with rule of law; by 2000-03, this had shifted to a significant positive
relationship for multilateral aid, and a positive but statistically insignificant relationship for
bilateral aid. To conclude their study, they found that total foreign aid was more selective in
2000-2003 than in 1984-89. Some studies such as Mohammad (2014) which focused its
attention on 2001-2010, supported the findings of Dollar and Levin (2006) by producing
strong evidence that countries with good governance were given preferential treatment by
donors. The study found that among the six governance indicators, voice and accountability
and control of corruption were critical in aid allocation decision.

As can be observed from the above studies, empirical investigation on the impact of aid
selectivity practice on aid effectiveness has so far received little or no attention. The focus
of investigation in the past related to aid selectivity practice was to examine the extent to
which foreign aid (multilateral and bilateral) is selective in terms of democracy and property
rights/rule of law. Giving the position of debates in the literature, beyond establishing the
fact that donors have adopted aid selectivity practice in post-2000 more than any other
period in history, it is therefore imperative to extend the investigation to the effectiveness
of aid selectivity practice. Having established that this study has not been able to find a
study that empirically investigated the impact of aid selectivity practice on aid effectiveness,
it endeavours to bridge the gap in the literature, and to find an answer to an important
subject in aid administration. Consequently, results from this study will assist donors to
either stick to aid selectivity practice or jettison it. To achieve this result, a simple
methodology is adopted where year 2000 is identified as the structural change year in aid
administration.

3. METHODOLOGY

3.1 Empirical Model Specification and Variable Measurements

Following aid-growth literature, the objective of the study is investigated by estimating
equation (1).

D= | +T Dt G+ -0 (1)

GKSNBAVYGIKS ANRSGK NI GS &@avectdiBflexplandbobytvariabls,NJ O LJA
Y& | @SO0G2N 2 Hon@2 (KNP S NAIR NN BIESIFAE WA O Azy
refers to time, where i and‘ are the estimated parameters. The explanatory variable in this

study is foreign aid as a percentage of GDP (ODA/GDP)Control variables are initial level of

GDP per capita (GDR;), investment as a percentage of GDP (INV/GDP)population growth
(POPNemployed as a proxy for labour force growth, broad money as a percentage of GDP
(M2/GDP)measures the development of financial markets, openness defined as total trade

as a percentage of GDP (OPEN)inflation (INB, government consumption as a percentage of

GDP (GC/GDRand ethnolinguistic fractionalization (ELF)
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Generally, data used for estimation in this study cover 472 countries in SSA between the
period 1980 and 2012. The study adopted the ELF indices computed by Roeder (2001),
where countries with values close to zero are more homogeneous and countries with values
close to one are more heterogeneous. GDP and other variables measured at year 2000
constant prices, US Dollars are sourced from the World Bank's World Development
Indicators (2014). Aggregate measurement of aid (ODA) is used.

3.2 Estimation Issues and Procedures

In the literature (see Burnside and Dollar, 2000; and Hansen and Tarp 2001; among others),
the estimates from aid regression may be biased due to three factors. One, the possibility of
endogeneity problem is very likely when estimating relationship between foreign aid and
growth. By definition, an explanatory variable is said to be endogenous if it correlates with
error term. In such case, the inconsistency of estimation methods such as OLS cannot be
overemphasized. Two, in estimating panel models, heterogeneity across countries and time
is very likely due to a certain degree of cross-section dependence introduced by unobserved
(heterogeneous) country and time-specific factors making the conventional estimators to be
seriously biased. Finally, conditional convergence as a result of the inclusion of initial GDP in
aid-growth model as common in past studies makes the estimates generated from pooled
regression and ordinary instrumental variable methods bias.

To correct for the above shortcomings and at the same time build on previous studies (such
as Burnside and Dollar, 2000; Dalgaard and Hansen, 2001; Dalgaardet. al, 2004; and Salisu
and Ogwumike, 2010, among others) that employed OLS and instrumental variable (IV)

YSGK2Ra 2F uw{[ {2 (KSYW RBdiazReSd RRYLI E2 NIK SLINE L&

Bover (1995) and Blundell and Bond (1998). The system GMM mitigates the problem of poor

AVyaldNHzySyid Ay 20KSNI ReylYAOd wil Yy §f A Bidyged ® F

levels are often rather poor instruments for first differenced variables, especially if the
variables are close to a random walk. Thus, it includes lagged levels as well as lagged
differences. Specifically, the system GMM uses additional moment conditions in which
lagged differences of the dependent variable are orthogonal to levels of the disturbances.
According to Asiedu and Nandwa (2007), another advantage of the system GMM estimator
Is that it reduces finite sample bias by exploiting additional moment conditions where the
autoregressive parameter is only weakly identified from the first-differenced equation. This
makes system GMM appropriate for regressions with small observations. Since the
observations of the sub-samples in this study is small, system GMM becomes appropriate.

Aid selectivity effectiveness investigation is carried out by dividing the entire period of this
study into two. Period before year 2000 is identified as pre-selectivity and period after year
2000 is identified as post-selectivity. The empirical models estimated for these two periods
are the same to ensure uniformity. Consequently, comparisons are made between the two

*See Appendix C for the lists of countries. Somalia and South Sudan are not included in the empirical analysis
due to data limitation.

*Difference GMM estimator is proposed by Arellano and Bond (1991). It uses lagged-levels of first difference of
variables as instruments.
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same sets of models of different time frames. Year 2000 is chosen for two major reasons.
One, this is the year Burnside and Dollar published their popular paper and made campaign
for good policies as a determinant of aid effectiveness widespread in the literature. Second,
Dollar and Levin (2006) empirically found out that foreign aid was selective in 2000-03 other
than 1984-89. Thus, year 2000 marks the time when aid practice changed and donors
started engaging in what is popularly referred to as aid selectivity. Thereafter, the entire
period of this study is divided into two ¢ the pre-selectivity period (1980 to 2000), and post-
selectivity period (2001 to 2012).This procedure to empirically investigate aid selectivity
effectiveness is novel and also consistent with the claim by Ramiarison (2010), where it is
stated that aid selectivity or expost conditionality practice is as a result of the study by
Burnside and Dollar (2000).

To arrive at the different categories of groups of countries investigated, the following are
done. For the sub-regions of SSA, the study focuses on West Africa, East Africa, Central
Africa, and Southern Africa. Oil producing category (resource endowment) comprises oil
producer and non-oil producer. Oil producers are countries that produce oil in commercial
level and non-oil producer are those that do not produce oil in commercial level. Countries
that newly discovered oil in commercial level are not included as oil producers in this study.
Income level is determined by dividing SSA into two, using per capita income. The average
income across SSA is determined after which countries that fall below the average income
are categorised as low income and countries above are categorised as high income. Finally,
aid intensity categorization is determined as in the case of income level. For reference
purpose, the list of countries in each set of the several categories above is presented in the
appendix.

4. ANALYSES OF RESULTS

4.1 Descriptive Analysis

Descriptive statistics of the variables used in this study are presented in Table 1. The Table
shows basic characteristics of the variables in terms of their average value (Mean), standard
deviation (SD), minimum (Min) and maximum (Max) values, and coefficient of variation (CV).
By definition, the mean value is the average outcome of a reference variable over specific
time period. SD is the measure of dispersion of variables from their reference mean, and it
measures the variability of spread of data. Min and Max are the minimum and maximum
values, respectively of the variable in question. As in SD, CV also measures dispersion but in
a more standardized form. It is a normalized measure of dispersion of a probability or
frequency distribution. It is defined as the ratio of standard deviation to mean. This
definition makes it superior to SD as it provides a vivid picture of relative variability. If CV is
higher than 0.50 (50%), dispersion is high, implying uneven distribution and higher
variability; if otherwise, dispersion is low.

Table 1 is presented in such a way that facilitates comparisons of aggregate SSA statistics
with that of the different regions such as West Africa, East Africa, Central Africa, and
Southern Africa. The SSA countries are further classified into 3 other groups: oil and non-oll
producers; high and low income countries; and high and low aid intensity countries. The
analysis therefore follows a specific pattern. The average aggregate SSA statistics should be
used as reference point for all other regions and groups. More importantly, comparisons
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should be made across regions and groups. For clarity and simplicity of analysis, reference
should be made to the mean values.
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Table 1: Descriptive Statistics of Major Variables: Aggregate SSA and Other Categories

West Africa East Africa
Variable [Mean SD Min Max cv Variable |Mean SD Min Max cv
PC 544.58 363.44 50.04 |2749.48 0.67 PC 1248.388 [2528.63 [111.79 |13889.95 [2.03
PCGRT |[0.65 7.74 -50.24 |91.67 11.83 PCGRT |0.92 5.60 -47.31 |36.77 6.09
ODA 15.86 15.89 0.06 181.19 1.00 ODA 14.29 11.51 -0.25 94.95 0.81
INV 17.82 8.36 -2.42 58.96 0.47 INV 17.82 6.92 2.00 47.85 0.39
POPN [13600000 (27500000 (301591 {169000000 |2.03 POPN |10200000 {10600000 {64400 |47800000 |1.04
OPEN |66.64 26.42 6.32 179.12 0.40 OPEN |(61.02 28.34 10.95 144.70 0.46
ELF 0.73 0.15 0.32 0.90 0.21 ELF 0.61 0.25 0.08 0.92 0.41
Central Africa Southern Africa
PC 2077.70 |2809.86 |201.73 |13518.04 1.35 PC 3028.55 |1735.88 |422.17 |6693.75 |0.57
PCGRT (2.10 12.27 -27.15 |142.07 5.85 PCGRT |2.08 3.73 -8.69 16.96 1.80
ODA 10.02 11.63 -0.20 69.40 1.16 ODA 4.42 4.45 0.00 19.18 1.01
INV 29.62 32.39 1.93 219.07 1.09 INV 25.63 12.60 8.42 74.82 0.49
POPN (10200000 (13400000 (94953 (65700000 |1.31 POPN 9215433 |15900000 |603373 |52300000 |1.73
OPEN |97.36 80.62 20.06 531.74 0.83 OPEN (113.48 43.44 38.65 |209.87 0.38
ELF 0.76 0.13 0.47 0.88 0.18 ELF 0.50 0.26 0.22 0.89 0.53
Oil Producers Non-oil Producers
PC 2568.16 |2788.94 |201.73 |13518.04 1.09 PC 1034.22 |1834.61 |[50.04 13889.95 [1.77
PCGRT ([1.53 11.77 -27.15 |142.07 7.72 PCGRT |1.11 6.51 -50.24 |91.67 5.87
ODA 6.38 10.63 -0.20 69.40 1.67 ODA 14.45 13.33 -0.25 181.19 0.92
INV 27.48 31.10 2.10 219.07 1.13 INV 19.29 9.79 -2.42 79.35 0.51
POPN [27800000 (35500000 (726454 {169000000 |1.28 POPN |7740606 |8722152 |64400 |47800000 |1.13
OPEN |96.44 77.48 20.44 |531.74 0.80 OPEN (69.42 35.59 6.32 209.87 0.51
ELF 0.78 0.14 0.47 0.90 0.18 ELF 0.64 0.22 0.08 0.92 0.35
High Income Countries Low Income Countries
PC 4554.09 [2929.69 |1336.67 {13889.95 0.64 PC 480.78 251.95 50.04 1324.99 [0.52
PCGRT [3.03 10.21 -19.38 |142.07 3.37 PCGRT |0.70 6.98 -50.24 |91.67 9.97
ODA 4.04 5.01 -0.25 35.35 1.24 ODA 15.15 13.73 0.06 181.19 0.91
INV 27.27 22.35 3.62 218.99 0.82 INV 19.44 14.87 -2.42 219.07 0.77
POPN (6176610 (11700000 (64400 (52300000 |1.89 POPN |13300000 |{20600000 {139428 |16900000 |1.55
0
OPEN |108.02 53.51 38.14 |531.74 0.50 OPEN |65.74 42.18 6.32 504.88 0.64
ELF 0.61 0.20 0.27 0.92 0.33 ELF 0.68 0.22 0.08 0.92 0.32
High Aid Intensity Low Aid Intensity
PC 633.85 907.53 50.04 |6742.23 1.43 PC 1786.63 [2551.49 (111.79 |13889.95 [1.42
PCGRT |[1.26 8.38 -50.24 |91.67 6.64 PCGRT |1.15 7.46 -27.15 |142.07 6.51
ODA 24.42 15.32 12.92 181.19 0.63 ODA 6.06 3.87 -0.25 12.88 0.64
INV 22.74 19 -2.42 219.07 0.84 INV 19.87 15.32 0.29 218.99 0.77
POPN (7920927 (10800000 (64400 {120000000 |1.36 POPN |14200000 |{22900000 |65128 |16900000 |1.62
0
OPEN |74.67 50.20 20.96 504.88 0.67 OPEN |74.75 46.63 6.32 531.74 0.62
ELF 0.65 0.22 0.084 |0.92 0.34 ELF 0.68 0.21 0.08 0.92 0.32
Sub-Saharan Africa
Variable Mean SD Min Max cv
PC 1335.44 2144.57 50.04 13889.95 1.61
PCGRT |[1.19 7.83 -50.24 142.07 6.57
ODA 12.89 13.24 -0.25 181.19 1.03
INV 20.97 16.88 -2.42 219.07 0.81
POPN (11600000 19100000 64400 169000000 1.65
OPEN |74.72 48.03 6.32 531.74 0.64
ELF 0.666 0.218 0.08 0.92 0.33
{ 2dzNOSY | dzli K2 NRa O ZPCikJoiichpiiaiin2oyhe, PRERYB/ISIPC dratvth,¢ ODAIs official

development assistance as a percentage of GDP, INV is investment as a percentage of GDP, POPN is
population, OPEN is openness, and ELF is ethnolinguistic fractionalization.
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4.2 Empirical Analysis

Generally, for all the 22 models estimated, Hansen diagnostics tests show that the models
are suitable. The Hansen J test statistic indicates that the instruments are appropriately
uncorrelated with the disturbance process. Thus, this makes the instruments valid and
satisfies the orthogonality conditions. Also, autocorrelation tests (AR1and AR2) indicate that
there is no problem of serial correlation in the models. The major focus at this point is to
investigate if aid selectivity practice has really improved aid effectiveness in SSA. Tables 2
and 3 show the results for pre-selectivity period, 1980 to 2000 (first period) and post-
selectivity period, 2001 to 2012 (second period), respectively. Interestingly, in the pre-
selectivity period, foreign aid has significant negative relationship with economic growth in
aggregate SSA. This result shows that as foreign aid increased between 1980 and 2000 in
SSA, economic growth reduced. Of course, this period in history marked the time when
Y2aid 2F {{! O2dzy (i NR S &rioratal ZréadyNdfriany & She cauitieblzO (i dzNB 2
were governed by the military. However, if aid disbursement had been selective enough,
may be the result would have been different. In terms of magnitude, a 1% increase in aid as
a percentage of GDP reduces economic growth by 0.24% in SSA.

On the other hand, the post-selectivity period of the investigation reveals that foreign aid
has insignificant positive relationship with economic growth in aggregate SSA. This result
shows that this period (with the positive coefficient) is the period when increase in foreign
aid is related with an increase in economic growth in SSA. Albeit, in terms of significance,
the positive relationship that exists in the second period is not vital; meaning an increase in
economic growth as a result of an increase in foreign aid is not different from zero in the
second period. Comparing these two periods, it can be argued that at least for the
aggregate SSA regression, as a result of aid selectivity practice, the significant negative
relationship of foreign aid with economic growth in the first period has improved to an
insignificant positiverelationship in the second period. This change may not be a noticeable
one because of the insignificant positive relationship in the second period. However,
breaking SSA into various sub groups may make the findings more interesting.

Table following on the next page
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Source: computed using STATA

Note: t-statistics of the GMM are in parentheses, while the figures in bracket are p-values for Hansen test and
serial correlation test. ***, ** * represent statistical significance at 1%, 5% and 10%, respectively.
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Note: t-statistics of the GMM are in parentheses, while the figures in bracket are p-values for Hansen test and
serial correlation test. ***, ** * represent statistical significance at 1%, 5% and 10%, respectively.
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Regression results of sub groups of countries give clearer and more convincing results than
aggregate SSA regression. In pre-selectivity period, foreign aid is negatively related with
economic growth in all of the categories, except for low aid intensity group of countries
which displays insignificant positive relationship. Moreover, half of the group of countries in
pre-selectivity period (5 out of 10), excluding aggregate SSA regression display significant
negativerelationship at 10% level at least between foreign aid and economic growth. This
result further confirms that in pre-selectivity period, aid has no goodto offer SSA countries,
as countries with low aid recorded positive relationship. The positive relationship in low-aid
intensity group of countries lend support to the argument of Friedman (1958) and Bauer
(1972) that foreign assistance to government is dangerous because it increases the power of
the elite in the recipient governments, leads to corruption, discourages the growth of
private sector investments, and encourages public sector-led growth, as well as economic
growth.Against pre-selectivity regression results, Table 3, which presents the result for post-
selectivity period shows that 6 models, excluding aggregate SSA regression display
significant positiverelationship at 10% level at least between foreign aid and economic
growth. In all, foreign aid is positively related with economic growth in 8 categories, out of
which 3 are significant at 1% level (West Africa, non-oil producer and high aid intensity), 1 at
5% level (low aid intensity), 2 at 10% level (East Africa and oil producer); and 2 are
insignificant (Southern Africa and low income). These results show that there is significant
improvement in aid effectiveness as a result of aid selectivity practice in SSA. However,
reference to the results of post-selectivity period, there are 2 groups of countries that still
experience negative relationship between foreign aid and economic growth. Also, among
the ones that experience positive relationships, 3 including aggregate SSA are insignificant.
Thus, donors should intensify the practice of selectivity by favouring countries with stronger
economic institutions and policies in a set of poorest countries. This should be done not
only by giving aid to countries with sound governance alone, but also by targeting aid at
improving governance.To complement this, donors can also increase the amount of aid
given to SSA countries to improve results.

5. CONCLUSION

Studies have vastly argued that donors favoured aid selectivity in post-2000 than what was
the usual practice in pre-2000. However, the necessary question to ask is what is the impact
of such practice on aid effectiveness? The answer to this question is straight forward. Aid
selectivity practice improved aid effectiveness as aid translated to positive growth during
period of post-selectivity as against negative growth in pre-selectivity period. Thus, the
policy implications for this study are that donors should practice aid selectivity in aid
administration to improve effectiveness. This can be achieved by not only giving aid to
countries with good governance, but also by using aid as a tool to improve governance.To
complement this, volume of foreign aid flowing to favoured countries should be increased
to ensure more and significant aid effectiveness in SSA countries. Finally, this study
identifies that perhaps it is ideal to investigate effectiveness of aid selectivity practice by
differentiating between multilateral and bilateral aid. Thus, it suggests this demarcation for
further research in order to address some grey areas in the literature.
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Appendix

1. List of Countries in SSA

Angola Ethiopia Niger

Benin Gabon Nigeria

Botswana The Gambia Rwanda

Burkina Faso Ghana Sao Tome and Principe

Burundi Guinea Senegal

Cameroon Guinea-Bissau Seychelles

Cape Verde Kenya Sierra Leone

Central African Republic | Lesotho South Africa

Chad Liberia Sudan

Comoros Madagascar Swaziland

Rep. of the Congo Malawi Tanzania

Dem.Rep. of the Congo Mali Togo

Cote d'lvoire Mauritania Uganda

Djibouti Mauritius Zambia

Equatorial Guinea Mozambique Zimbabwe

Eritrea Namibia

2. List of Countries in West Africa

Benin Liberia
Burkina Faso Mali

Cape Verde Mauritania
Cote divoire Niger
Gambia Nigeria
Ghana Senegal
Guinea Sierra Leone
Guinea-Bissau Togo
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3. List of Countries in East Africa

Burundi Mauritius
Comoros Mozambique
Djibouti Rwanda
Eritrea Seychelles
Ethiopia Tanzania
Kenya Uganda
Madagascar Zambia
Malawi Zimbabwe

4. List of Countries in Central Africa

Angola

Rep. of the Congo

Cameroon

Equitorial Guinea

Central African Rep.

Gabon

Chad

Sao Tome & Principle

Dem. Rep. of the Congo

5. List of Countries in Southern Africa

Botswana South Africa
Lesotho Swaziland
Namibia

6. List of Oil Producing Countries

Angola Equatorial Guinea
Cameroon Gabon

/| 26S RQL@2ANB Nigeria
Democratic Republic of the Congo | South Africa

Republic of the Congo

7. List of Non-Qil Producing Countries

Benin Guinea Rwanda
Botswana Guinea-Bissau Sao Tome and Principe
Burkina Faso Kenya Senegal
Burundi Lesotho Seychelles
Cape Verde Liberia Sierra Leone
Central African Republic | Madagascar Sudan

Chad Malawi Swaziland
Comoros Mali Tanzania
Djibouti Mauritania Togo

Eritrea Mauritius Uganda
Ethiopia Mozambique Zambia

The Gambia Namibia Zimbabwe
Ghana Niger
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ABSTRACT
The central role in development of information society is taken by smart cities and their
novel services through the usembdern technology and smart solutions. The key enabler
and driver of smart cities is Internet of Things (loT). In this paper, we have conducted a
systematic literature review in order to investigate proposed smart city services driven by
loT. We have forolated the review protocol to define the research question/s, search
strategy, selection criteria, study quality assessment, and data extraction strategy. We have
defined the following main research question: What are the reported applications of Internet
of Things in the development of smart city services? The papers were categorized by the
smart city services they proposed or described. We have recognized the following categories:
traffic and transport; environment monitoring; accessibility & healthcakeaste
management; public lighting; energy management; city infrastructure; and other.
KeywordsbDigital transformation; Information society; Internet of Things; Smatrt cities
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1. INTRODUCTION

Since its very beginnings, information and communication technology has been reshaping
our society. It introduced the changes in our private lives: how we interact with people and
environment. Equally it impacted the way we are doing business and how our governments
and public administrations interact with us. These effects have been so immense, that it is
hard to believe that the advent of personal computers, World Wide Web, smartphones and
other enabling technologies has happened in just a few decades. More than ever, we
deserve to call ourselves information society.

The central role in development of information society belongs to smart cities. Although the
formal definition of smart city is not yet widely adopted, according to Zanella et al. [1], the
final aim of smart city is to make better use of public resources, by increasing the quality of
services offered to citizens, and at the same time reducing operational costs of the public
administration.

Delivery of smart services in cities requires the ability to sense the city and gather data
about its environment, infrastructure, events, and inhabitants. Therefore, it does not come
as a surprise that the key enabler and driver of smart cities is Internet of Things (1oT). Origins
of the term Internet of Things date back in 1999 when Kevin Ashton proposed it as uniquely
identifiable interoperable connected objects with radio-frequency identification (RFID)
technology [2]. Since then, the concept became broader and encompassed more of the
evolving technologies. While no single definition has been accepted, the core concept of loT
FaadzySa oAfftA2ya 2F SOSNERFE& aiKAY 3naré,
sensors and connected to Internet, thus participating in this vast network by sensing their

SYGANRYYSyYyG> 3ISYSNIaGAy3as O02fttSOGAy3Ix |

quite flexible and encompasses a wide range of different smart and autonomous devices, as
well as very simple devices.With the help of 10T, smart cities can reshape existing traditional
city services into smart services, as well as offer novel services. Such may include
environmental monitoring, traffic services, monitoring and optimizing energy consumption,
security, healthcare and other services. Therefore, the goal of this paper is to investigate
how smart city services are driven by I0T. The literature review will be conducted in order to
obtain proposed loT enabled solutions for smart city services. The paper is organized as
follows. The second section provides a description of research method used to review
papers on loT and smart cities. The third section contain an overview and a meta-analysis of
relevant papers. The results of the review and discussion are presented in section four.
Finally, the last section concludes the topic.

2. RESEARCH METHOD

To examine loT-enabled smart city services, we have conducted a systematic literature
review following steps listed in KA i OK S [B]Kwork. W& have formulated the review
protocol with aim to define the research question/s, search strategy, selection criteria, study
quality assessment, and data extraction strategy.

2.1. Defined research question
For purpose of this research, we have defined the following main research question: What

are the reported applications of Internet of Things in the development of smart city services?
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2.2. Search strategy

We have used two keywords (Internet of thingsand smart city) to construct search query:
AaYIFNIG OAGe ! b5 .MNektywéHBwWih&en the fallondnstieyitHicdatabases
as relevant for our topic: SCOPUS, IEEE Xplore, ACM Digital Library, Google. S¢bbiare
executed the search query on paper titles and abstracts on the before mentioned sources to
get the initial pool of relevant articles.

2.3. Selection criteria

Inclusion and exclusion criteria are listed in the Table 1 bellow. First, we have excluded all
duplicate papers (first iteration on Figure 1). Next, we evaluated all remaining papers by their
titles and abstracts, and removed the works not related to smart city services (second
iteration). On the end, we have read the full-text of the remaining papers and exclude low-
quality papers and works not focusing on loT-based smart city services (third iteration).

INCLUSION AND EXCLUSION CRITERIA

Inclusion criteria

Exclusion criteria

Papers written in English

Non-English written
papers

Publications in scientific
conferences or scientific
journals

Non-reviewed papers,
editorials, presentations

Works focused on smart
city services enabled by
loT

Papers not related to
smart city services
enabled by loT

based solution(s) for
smart city service(s)

Papers that propose loT-

Papers with no concrete
solution/s

Duplicated studies

3. OVERVIEW OF THE INCLUDED PAPERS
3.1. Included papers

Executing specified search query on selected scientific databases resulted in total of 729
papers. After the inclusion and exclusion criteria mentioned in the previous section of this
work were applied, a final number of 96 relevant papers were obtained proposing loT-based
solutions for smart cities.

Number of papers per iteration
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3.2. Publications per years

Just a glance at the Figure 2 is enough to spot the trend in publishing papers on smart city
services enabled by loT. Prior to 2012 research on this topic has been scarce, but starting
from 2013 the number of papers is rapidly increasing. More than 70% of papers were
published in 2015 and 2016. The reason for decline in 2017 is the fact that the review was
conducted in January 2017. What these data show is that this is relatively new field of
research, however, both smart city and loT are recent buzzwords, and evidently they are
increasingly gaining interest among academic community.

35
30

25

MNo. Papers
[
m =

[
=]

5

2010 2011 2012 2013 2014 2015 2016 2017 2018

Year

Number of papers published per year

3.3. Types of publications
Most of the relevant papers were presented at scientific conferences (58 papers). Other 14
papers were published as journal articles, and two papers are book sections. While
conference papers dominate in IEEE and ACM databases, SCOPUS and Google Scholar
sources include more journal papers related to a topic of our research.
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No. Papers
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paper
WSCOPUS 0 5 0
W SCHOLAR 6 2
ACM 14 2 0
mIEEE 43 1 0

Number of papers per type

3.4. Citation Analysis

D223tS {OK2fl NR& OAGFGAZ2Y NBLRNI o0asSSsS ¢l
papers have low number of citations, which can be partially attributed to most papers being
recently published.

Qi
(V)]
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PAPER CITATION CATEGORIES
Cited by 0 1-9 10-19 %20
No. of papers 38 24 9 3

Tor 10 MosT CITED PAPERS

Rank Citations Paper

1 40 Sanchez et al. [4]
2 24 Kyriazis et al. [5]

3 20 Jietal. [6]

4 17 Somov et al. [7]

5 16 Rico et al. [8]

6 15 Cenedese et al. [9]
7 15 Attwood et al. [10]
8 14 Qietal. [11]

9 12 Zheng et al. [12]
10 12 Abari et al. [13]

4. RESULTS AND DISCUSSION

After obtaining the list of relevant papers, the papers were categorized by the smart city
services they proposed or described. The papers were not restricted to only one smart city
service, therefore, some papers do appear in several categories. Also, the boundaries
between each category were not strict, because one particular smart city service may span
over more than one category. In such cases we considered the intention of authors, and
placed the service into category which we recognized as dominant. We have recognized the
following categories: (1) traffic and transport, (2) environment monitoring, (3) accessibility &
healthcare, (4) waste management, (5) public lighting, (6) energy management, (7) city
infrastructure, and (8) other. IoT is the main enabler and driver of smart city services. It
delivers the means for sensing the city and its inhabitants, and collecting huge amounts of
data about activities and events in the city. This is witnessed by a large number of proposed
solutions for monitoring traffic, environment, energy consumption, critical events and
emergencies, and city infrastructure. IoT solutions, however, do not stop at sheer monitoring
the heartbeat of the city. Rather, they process and analyze the data, and proceed to
AYUSNBSYS Ayid2 O2yONBGS aAlddza G6A2yad® D22R SEI
in reviewed papers. Intelligent road lane management systems, dynamic and adaptable
traffic light systems, waste collection optimization systems, dynamic street lighting,
emergency and evacuation systems are just some of these examples.In order to answer
research question we present Table 4 with a categorized 10T enabled smart city services. It is
evident that the most fertile ground loT has found in enhancing existing, and offering novel
services in the category of traffic, transport and parking. This comes as no surprise, since
OGN} FFAO A& 2yS 2F GKS Y2ad AYLRZNIIFYG |aLsSo
productivity, health, safety, as well as pollution and energy consumption.
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NUMBER OF PAPERS PER SERVICE CATEGORY

Category # | Papers

Traffic & 2 [[14][7][15][16][17][13][18][19][20][21][22][23][24][25][11][26][271[28][29][12][30][8]1[31][32][
Transport 7 |33][6][34]

Environmen | 1 |[35][9][5][15][36][37]1[38][39][40][41][42][43][16][44]
t monitoring | 4

Accessibility | 8 |[45][46][47][48][49][50][51][52]
and

Healthcare

Waste 8 |[53][54][55][56][57][58][59][60]
managemen

t

Public 7 |[9][61][15][62][63][64][65]
lighting

Critical 7 |[66][14][67][10][68][21][69]
events and

security

Energy 6 [[SI[701[711[721[73]1[74]
managemen

t

City 4 |[75][76][10][65]

infrastructu

re

Other 2 ([771[78]

Other categories also offer number of prominent smart city services. For example, a number
of solutions for monitoring environmental parameters have been proposed, starting from
those monitoring temperature and humidity, to those focusing on measuring pollution levels.
Papers dealing with accessibility and healthcare prove that smart cities are aware of the
specific needs which elderly people and people with disabilities have.

Waste generation is one of the top problems in the world, and is being addressed from
different fields and perspectives. IoT offers its contribution in a form of smart city services
such as optimized waste collection. Public lighting is one of the largest infrastructural

systems of thS

Ordeéez F+tYR a adzOK (1S54

Therefore, it is only logical that optimization of lighting systems has been in focus of number
of papers. The support for other forms of city infrastructural elements have also been
explored, such as water, heating, gas, electricity and irrigation systems.

Security has perhaps never been more important at global scale, and cities, where the people
and goods are the most densely concentrated, are especially vulnerable for various kinds of
natural and man-made threats. 10T, in a form of different disaster management and
surveillance systems, offers help in predicting, identifying, preventing and managing such

critical events.

5. CONCLUSION

AAIAYATFAOLY
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The goal of this paper was to systematically review loT enabled services in smart cities. The
conducted review showed that this is relatively recent research area, and, judging by the
growing number of papers in a last few years, it is currently in its hype phase.

The results showed that indeed the 10T is the key enabler and driver of different smart city
services. It enables both the transformation of existing city services into smart services, and
the creation of novel smart city services. In order to do that, it collaborates and complements
with other modern technologies such as big data and cloud computing.

The real application of 10T in smart city services is still in its infancy phase, even in the cities
which are leaders in this area. However, the IoT potential has been recognized, and it is not
hard to imagine the services reviewed in this paper to become norm in a near future. Even
more, new ideas for 0T application and smart services emerge daily, and they will continue
to influence our environment and our lives.

Some of the possible future works and improvements in this area include:

- Comparison of IoT enabled smart city services from the perspective of technology,
maturity, validity etc.

- Creating taxonomy of 10T enabled smart city services,

- Simulation environments and testbeds,

- Integration frameworks for loT and related technologies,

- Interoperability between various kinds of devices and middleware systems in the
smart city environment.
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ABSTRACT
Aim of this study is to analyse the performance of the pharmacist and the wellbeing of the
patients on the actual pharmacy layout (in retail pharmacies in Pristina, Kosovo) and
recognize the modifications that need to be done in architectural design ofmplgs, in
improving the quality of care, communication, decrease of the dispensing errors and
providing more private spaces to patients. Retail pharmacies are more complex environment
as in the same time besides being health care institution are alsetal business
environment, therefore there is a need for a more comprehensive analysis regarding the
g2N)] Ft26d ¢KS YAESR YSiK2R2ft23& KIFa 0SSy
guantitative method and empirical study of direct observation and intervassgualitative
means. The layout proposals are not envisioned to be implemented as a retail models, but,
as ideas to provoke and encourage discussion. Kosovo retail pharmacies are a fast growing
market and as such functioning sslifficiently,which means that they can easily adapt to
the local marketplace circumstances and cultural context. It is important for the retail
pharmacies to test out the recommendations and challenge its environment in aim of
equally maximize productivity and workftpby keeping incorrectness to a minimum.
Keywords:Retail pharmacy, Pharmacy layout, Architecture design, Customer perception,
Design features
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1. INTRODUCTION

Pharmaceutical sector in Kosovo is divided in public and private one. In the public sector
central pharmacies operate in hospitals of 7 major cities ¢ one tertiary care hospital and six
secondary care hospitals, there also in some primary health care settings but it is mainly for
internal use. On the other part, the private sector is developed in different way with retail
pharmacies spread all over Kosovo which count 660 pharmacies (AKPPM 2017). The retail
pharmacies are very densely spread around Kosovo with one pharmacy in around 2900
inhabitants, with favourable conditions to start operating but endorsing difficulties when
trying to remain on the market (Jakupi, 2014). Existing legislation for pharmacies is Law
04/L-190 for pharmaceutical products and devices from which derives the sublegal act,
administrative instruction for pharmacies Al No: 11/2015 which details the requirements
that are needed in order to obtain the license for a pharmacy from the competent authority.

¢tKSaS NBIjdZANBYSyidia FNB o6lFlaSR YIAyteée Ay D22R

those administrative as premises, areas, layout, to those of professional work. These
criteria, as such, can be fulfilled with no much difficulty. There are no set restrictions
regarding open/closed shelves; or private consulting area for patients; OTC dispensing
outside of the main area for prescription medicines, but those criteria remain on the
preferences of the pharmacist/owner of the pharmacy, or the architect which makes the
design of the pharmacy. Most of the pharmacies have been designed by the pharmacist
itself whilst the role of the architects on pharmacy designs has been merely on delivering

GKS SaiKSGAO aARS® ¢KS ailddzRé NBYSIfa GKI G

taking into the account their customer perception and experience from the overall store
image, therefore its relevance is under evaluated. Whilst in the developed countries the
store image is being considered among the three main components of the customer
satisfaction and experience, as such, its proper solution affects the customer loyalty and
store choice; the store layout, pricing, and general atmosphere of the pharmacy have been

AaK2¢y (2 0SS AAIYATAOIYd G2 GKS NBGFAT YEN] S

satisfaction and its image (Emmett et al, 2006, 68).

Due to retail pharmacy unique healthcare environment, that combines the delivery of
health services with the aspect of a retail environment and the need to maintain a viable
business (Croft et al, 2017), it is important to take into consideration the architectural
challenges that come with it, in sense of balancing function, comfort/safety and aesthetics.

Starting from the importance of the patient-pharmacist relationship, the research is based

on the inputs of both actors with the conjoint performing ground (meeting point) of the

retail pharmacy store.t KI NI OA&a0aQ (GNXzS a20ASGlf LI2gSNE
lies in the relationship between the service and the users, theraf@edefinition of
professional value needs to be considered ndtggsprofessional education and skills, but

also in terms of how consumers perceive it(Cavaco et al, 2005, 54)

This research aims to identify aspects such as perceptions and performance related to the
usage of retail pharmacy, where both patient and pharmacist are confirmed as users of the
space, but from different stances of concepts, contributing on the physical arrangement of
the store; by ensuring the well performance of the pharmacist and the wellbeing of patient.

7
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2. WHY CHANGES?

According to Embrey, M. (2012) good dispensing practices ensure that an effective form of
the correct medicine is delivered to the right patient in the correct dosage and quantity,
with clear instructions, and in package that maintains the potency of the medicine.
Dispensing includes all the activities that occur between the time when the prescription is
presented and the medicine or other prescribed items are issued to the patient. A safe,
clean and organized working environment provides a basis for good practice.

As Seston L 9 { OKI FKSdzift S 9 ownmno &dzz3asSada GKIFG |
impacted by several factors, among them is and the workplace conditions, as an important

Issue, for its staff can remain vulnerable to the threats posed by poor layout and equipment

design.

There are many authors that made studies regarding factors that can influence changes in

pharmacies toward improvement of the quality of services provided by the pharmacists. In

order to make the needed improvement, primarily should be identified the factors that lead

to errors or mistakes, and according to Taylor E (2010) there are some factors identified that

GSNBE OFfftSR la aftliSyld O2yRAGAZ2Yy&a¢ 6KAOK
interruptions and distractions, volume of prescriptions filled per hour, while latent errors

can often be reduced through environmental design interventions.

According to Cohen R. and Smetzer J. (2009) Medication errors have been linked to the
physical design of medication safety zones and to error-prone methods used, within these
zones to carry out medication use activities; while in the same article is making the analysis
of the new chapter in the United States Pharmacopeia (USP) which recently published its
proposed new General Chapter <1066>, Physical Environments That Promote Safe
Medication Use. The chapter describes the optimal physical environment needed for
promotion of accurate medication use and the ways that those involved in the process can
establish a safer workplace. Justified by evidence and expert opinion, standards are
provided in 5 key areast illumination, interruptions and distractions, sound and noise,
physical design and organization, and medication safety zones.

According to Heise J (2010) Shifting from a product to a patient-focused Profession Shrinking
margins from traditional avenues of profit underline the need to shift from a simple
medicinal supply role to a health care advisory and consultancy role. There is certainly a
need to get back to the grass roots of pharmacy and focus on generating income through
service provision.

Hattingh L (2015) as community pharmacy practice is increasingly involved in advanced
medication management and disease state management services with unique privacy
requirements, pharmacy layouts and systems to address privacy challenges must evolve.
This requires a proactive approach in pharmacy design and the development of guidelines to
rectify identified gaps in compliance.

Aguilar Ch (2012) Redesigning the workflow may not only positively impact the prescription
dispensing process but may allow the pharmacist: more time to counsel patients, to be
more involved in receiving, dispensing and checking prescriptions, whilst technicians can
focus more on data entry and prescription filling. The above changes resulted in more
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medication errors.

On most of the arguments the focus is set to the pharmacist performance and its interests,
while in this article we bring out the consumer importance. The retail pharmacy will ensure
better performance by understanding the market trends as well as the consumer needs,
from the consumer perspective within the context of the changes in society
(Morgall,! £ Y I NJ& 199,168} Ridarmacy management was always concerned about
productivity, and the responsibility was set at the previous pharmacy design with its internal
disruptions (Coblio, 2011) , while today pharmacies needs to be aware of the rise of
O2yadzYSNAAY YyR ¢gKIFIG A& NBFSNNBR G2 I a
on productivity (Morgall,! £ Y I NJA R99) {98NJ A decent patientcpharmacist
relationship will assist on finding an adequate organization of the inventory.

The physical layout of the pharmacy impacts on both ways; with influence on pharmacists
performance as stated by Cohen L. and Smetzer J. (2006) that dispensing errors occur more
frequently when medications are stored on cluttered shelves, with the environment having
poor lighting conditions, distractions and interruptions, high noise levels, and unsafe
medication safety zones and environmental factors; while also playing a significant role in
the development of the customers' perceptions which can have a positive (or negative)
impact on its sales potential (Emmett et al, 2006, 67).

3. METHODS

Methodology for this study is of mixed methods, where the quantitative and qualitative
tools have been employed. The term mixed methods research is to refer to all procedures
collecting and analysing both quantitative and qualitative data in the context of a single
study. (Driscoll et al, 2007, 19). The research has been realized also with the engagement of
the students from the Department of Architecture, Faculty of Civil Engineering and
Architecture. The visits have been made in 17 retail pharmacies, one for each
neighbourhood of the city (Fig. 1).
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Figure 1. The distribution of the surweRishtina map (Source: the author plot)

The idea was to collect the perceptions of both users, pharmacists and customers, therefore
there were 241 people interviewed, 37 of them were professionals/owners working at the
pharmacy and 204 were customers. The quantitative research comprised survey with open
ended questions directed to the customers, whilst the qualitative research of the
observation on the ground and interviews, helped on understanding how the pharmacist
interacts with the physical environment while completing the tasks. The cases have been
differentiated by the level of prioritization of one form of data over the other in the context
of the research problem. The combination of data forms in the research process (such as
during the collection or analysis phases) as well as the timing of data collection, took place
concurrently. (Driscoll et al, 2007, 19.)

The students had also to scan the physical environment by measuring the store and drawing
the layout, this in aim of understanding the actual disposition of the inventory and

O2YLI NAYy3I AlG 6AGK GKS dzaSNRa Ld8shdSolfdi the? v a

realization of another research within the Department of Architecture related to the
architectural representation, therefore the students had to visit the chosen pharmacy
several times, in aim of observing its workflow during different times of the day.

CA3Idz2NB HP ¢KS

The questions were addressed toward the physical and some professional aspects of retail
pharmacies that influence the perceptions of customers. Beside the interior design, the
analyses were done also on the exterior, parking, dress code, satisfaction with the service
and professionalism, for the reason that all of these aspects are interrelated and cannot be
researched as stand alone.

4. RESULTS AND DISCUSSIONS

The analyzed data reconfirmed some of the stands already known in more developed
countries, whilst there were some findings specific to the local context that should be
taken into consideration. L4 Ydzad oS y20SR GKFG GKS
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displayed general and some contradictory ideas, the superficial understanding is in line
with previous results from satisfaction studies, confirming a low expectation level deriving
from the publiQ & LJ2 2 NJ (Tayago@tfal 2605, H4).

Results indicate that surveyed population is mainly new age population, from both, clients
and personnel, being that the majority of the age groups was 20-29 and 30-39 years old
(Fig.3). While for the staff working in the pharmacy, dominant are females, composing
73% of the surveyed personnel (Fig.4).

— staff i |
R I _Is_ LS 8% ents i
m clients m sisif M mF
Figure 3. Age structure of the interviewed person Figure 4. Gender structure of the interviewed persons
(Derivative from the survey) (Derivative fronthe survey)

Another factor in the context of the drug use is also the ages of people that are mostly to
consume medicines (Fig.5), indicating the age 50+, when the usage of medicaments
increases.
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Figure 5. Use of medicines according to the @afgource Schvierz 2015)

As study shows, the pharmacy clients in Kosovo are mostly of new ages (this is something
also that is in line with the age of population, as the mean age of population is 29 and only
10% of population is above 60 ¢ Statistical Agency of Kosovo 2017), this means that also the
built environment (besides the obligatory requirements), must also be in line with the
expectations of this age group, meaning that the products and services must be shaped
more in the context of the clients requirements, as explained above, the pharmacy is
simultaneously the health care institution and a business and as a business it aims on
maximizing profit.
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The retail pharmacy with its physical compound regarded to its good presentation, is to be
seen as accumulation of different aspects/areas which need to be treated. These aspects
have been identified during the literature review and with the same concept of the
segmentation, the research problem has been developed in order to decrease dispensing
errors, create more comprehensive and communicable environment where both clients and
staff will feel more comfortable.

The research problem was segmented into its constituent parts, so that each stage can be
treated individually and the recommendation design can be applied to each one for the
improvement of the process.Therefore it has been considered the segmentation into:
exterior design; interior; service and professionalismg other assorted minor issuét
needs to be emphasized that these aspects/segments are directly or indirectly linked to the
physical arrangement and are impacting the overall perception of the architecture of the
retail pharmacy. Some of the nonphysical aspects have been included within the survey for
the sake of comparison, as to understand where does the physical layout stands within the
complexity of factors that determine the good performance.

4.1. Exterior - the entrance/ the signage / visibility / the parking:

The aim was to understand if the prospective customer can see the signage and its
entrance. Moreover if the overall exterior design communicates its right meaning of
pharmacy and health service. During the site visit, it was noted that the green cross
indicating pharmacy, as requested by authorities in the administrative instruction 11/2015
for pharmacies, is a signage that all the retail pharmacies had it and at the same time used
as a commercial board, however at some cases it was not visible from all the significant
observation points. The most evident problem was the overall exterior of the retall
pharmacies. They were usually located on the most livable areas, on the ground floor of the
building, altogether with other stores, therefore the competing images of other retailers
nearby, created a chaotic look; addition to this is the front store of the pharmacy, when the
posted up posters of the pharmacy marketing merge into that same messy look.

¢KS O2aiddzYSNDa adz2NSe NBJS kvisithiRthelpdtticufer redayf S 2 ¥
pharmacy, was the location itself*(Fig.7). Those locations were usually on the most
frequented parts of the city, alongside the main road, and accessible to the pedestrians as
well as the drivers with cars. Therefore, when the customers were asked about the parking
places, 50 % of them had objection on lack of parking spaces (Fig. 6). The observation on the
ground reconfirmed this complaint by witnessing cars parking on the streets or sidewalks
while having a quick stop at the retail pharmacy.

'b2ds GKFG A y GKS OfkareNiith SMIBY RS BK St B § & b ISFoEdDEdken asbrie response due to their
NBf I GA2Yy I (2K NBAFRRYbEONG Knfost ikdicated aspects for choosing a retail pharmacy.
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PARKING WHAT DO YOU LIKE ABOUT THIS RETAIL
PHARMACY
Figure 6. Parking space Figure 7. Indicator for choosing the retail pharmacy

(Derivative from the survey) (Derivative from the survey)

4.2. Interior design: retail area / prescription area / back area / the overall layout:

Retail areafhe interior design is critical for the overall atmosphere it creates, to the
pharmacist and the customer, by making them feel comfortable, confident, familiar and

easy to navigate. It has been recognizetiat store layouts are under the explicit control of
the retailers and most of the retail pharmacies had a large portion of the store devoted to
general or norhealth care merchandise (other than over the counter medicati@nsnett

et al, 2006, 68).Being that this is the largest area of the store, it should be paid much
attention to its organization. The organization of the shelves impacts the flow scheme of the
customersThe flow scheme is something which professional designers and architects need

to work, due to its complex nature. The interviewed customer and pharmacist did not reveal

any competent answer therefore they are not included into this paper. The exposed
products on the retail area must meet the market need, as well as trigger the impulsive
buying, therefore open shelves are needed so that the items can be seen, as a request from

the customers survey (Fig. 8). For consumers, it is imperative that items are accessible to
touch, test, and trmon, but unrestricted access creates a securityeakness

( F NSt o)t FAE Sy

NA 9%
CLUTTERED 33%
CLOSED 7%
OPEN 50%
0% 10% 20% 30% 40% 50% 60%

CAIdzNBE yod ¢KS O2aiGdzySNRa LINBFSNByOSa 2F (KS 2LISyk Of
pharmacy. (Derivative from the survey)

The shelves together with the exposed products, as the most recognizable inventory of the
interior, which is changing nowadays as more OTC products are more and more exposed in
shelves as prescription medicines are moving behind (or in western countries also in
automation), and these need to be orderly organized. The packages of the medicaments and
other non-health products, with its shape and colour, are seen as part of the inventory, they
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do impact the overall perception and if not properly organized, it will result as a
RAa2NHIFIYyAT SR IyR Of dziGSNBR AYlI3S o CNRBY pE?
shelters need to be open. Nowadays the customer wants to have a sight of what is being
offered to her / him. The requested transparency is being realized through glass and open
elements, which at the same time it creates light, spacious, professional and appealing
environment. Important element is the arrangement of the prescription medicines, which is
left to the pharmacist domain, and whose responsibility is to check constantly the system
inventory reorder. Same as the National Community Pharmacy Association, provides
advices, on reviewing inventory levels to adjust for seasonal dispensing trends, as well as ask
the patientto assist in keeping expensive and rarely used drugs off the shelves. Prescription
areaThe prescription areafor many pharmacies is the core area of the pharmacy but its
combination with the main retail areas would be the key to its success.Most of the
dispensaries were open, and the patient could see how the pharmacist is handling their
medicines safely, even though controlled medicines were kept in locked part.

One of the most discussed issue against retail pharmacy store by customers has been that
there is no privacy in them. Some customers are happy to talk openly to the pharmacist or
the staff about their health issues; many others are reluctant to d@sisson, 2005). The
results from this study revealed that 35 % of the customers think that the pharmacies lack

the consultation private area.

Back areaThe back areas, are important to the pharmacy, even though some were small,
the bigger ones were integrated with the back office and not properly settled, and there
were also pharmacies which prohibited this space to be seen.

The overall layout: When the participants were asked about the overall layout, their
answers were indicating satisfaction with the actual layout. The safety and security issues of
the retail pharmacy were staffs responsibility and during the visit it was found out that they
focus on the security devices (cameras), product positioning, staff workstation, security
warning posters. Worthy issue raised by the customers was the waiting area furnished with
seating.

In customer mind association of pharmacy, is the cleanness, therefore their preferences
were toward bright colours, as to give a modern and health service background. They
welcomed the idea of having a signage that indicates particular facilities, since the majority
of the visited pharmacies did not possess that kind of signage.

Service and professionalisihis aspect was mentioned several times during the survey, for

GKS FIFO0 GKIFIG Aa 2yS 2F GKS YIAY AYRAOIFIGAD
particular pharmacies (Fig.5). It was also important to understand the position of the

physical design of the retail pharmacies, in relation to software of the pharmacy.

4.3. Other assorted issue- sound / light / dress code:

Sound:As discussed earlier, the locations of the retail pharmacies were usually on the most
frequented parts of the city, alongside the main road, which produced a lot of noise, a
specific objection which was raised during the survey. The reduction of noise was desirable
by both parties.
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LightAnother significant component of the overall perception of the quality of the space, is
lightning. Most of the retail stores had adequate lighting, by reflecting a welcoming
environment, but they lacked the interplay that the lightning could give, by capturing the
attention of the customer on specific products are areas. In general, subjective impressions
(freshness, pleasantness and attractiveness) varied more, suggesting that lighting may have
a greater influence on sulggve impressionflsharhan, 2013).

Dress codeTertiary to the subject, bur envisioned as an integral element of the space and
environment we prepared also questions and about the outfit/dress code of the pharmacist.
Same as the drugs packages which are exposed into open shelves, and do impact the
interior perception (due to its color and shape), same is with the outfit of the pharmacist, as
a moving figure. The survey revealed that the staff looks should be clean and presentable
with white lab coat which was seen as professional attribute.

OtherSome of customers request were the drinking water cans, more vegetation, more
pamphlets with explanations, and blood pressure device.

The overall imag#lost of the visited retail pharmacies spaces were clean and controlling
the temperature, humidity and had all the required area, but still lack the professional
image and are cluttered.

5. CONCLUSION

With the professional standards from the pharmacy regulator set in administrative
instruction 11/2015 which details the requirements based mainly in Good Pharmacy
Practice, pharmacists are relatively free to decide on the look and composition of their
pharmacies.

The purpose of this study is to understand how spatial and design attributes can improve
the work flow within the retail pharmacy environment. Being more knowledgeable on this
topic will enable pharmacists, architects, practitioners, legal authorities to constructively
participate in the raised discussions.

The analyses of the result revealed a numerous issues which need to be addressed

(however, imprecisiz y OF'y T NRA&S 6KSy aaSaaiy3da LI GASy(
following the logical investigative line of the study, it is suggested that:

The exterior, with its entrance and the front store, needs to be neatly organized, bold, with
no much marketing posters; the image of the health service should be emphasized; enough
space for fast parking; and ensuring visibility of the signage from different important stands.

The interior should have welcoming and health-based, design.

The suggestions are given in accordance to the three main areas: the retail, the prescription
area and the bask space.

The retail areahould allow for maximum products exposure, it covers the biggest portion
of the space and its refitting should be done exclusively by the pharmacist and its
customers. In this part of the store, the products should be wisely exposed (these are non-
LINBAONRLIIA2Y LINRPRdAzOG& €tA1S O02aYSiGA0azr he/ =
costumers, as the biggest clientele according to the survey. This way they ensure sequential
reorganization which meets best the marketing needs, in accordance to the seasonal and
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cultural preferences. The customers want to see what they are being served therefore they
prefer open shelves. The pharmacy should be able to offer the adequate retail purchasing
for its neighbourhood. A much needed feature is the seating area integrated within the
retail zone, as well as the toilet for the public use.

The prescription ares the core segment and always should be kept in mind that the retail
pharmacy is primary a health service and its proper function should never be endangered by
the aesthetics. The space behind the counter needs to be spacious enough for the staff to
move easily and the medicaments need to be ordered in a strategically manner by the staff
so they can reduce the time of unnecessary trajectories. The very important area, which is
not fulfilled as the customer requested, is the consultation area, which needs to be realized
as a private, soundproof area.

Back pacare to contain the back office, storage and compounding laboratory, which even
AT y20 aSSy o6& (GKS LlzofAO0x AGQa GARAT @
performance of the staff.

The overall desigshould create an aesthetically pleasing atmosphere by using the rightful
colours which reflect the health service background, same as the proper lightning which is
welcoming and creates subjective perception of clean and professional environment. The
customers should be able to easy navigate, by putting proper name tags accordingly to the
offered service/products. The specific health promotion area and informative stand should
find its place in the store.

The above mentioned conclusion are not fundamental solutions to the good pharmacy

2NBI y
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and productivity, eventually improving the customer experience.

The future implication for the big number of retail pharmacies operating in Kosovo, would
be to offer specialized services and differentiate themselves.
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ABSTRACT
This paper addresses the issue of corruption, and does in the context of different forms of
government. Using democracies as a reference point they are compared, using corruption as
a measure, witleach of the other forms of government. In the case of small states it was not
possible to do an analysis as the Transparency website did not record their corruption score.
In each case of governmental style: absolute monarchies, theocracies, dynastiegsthe
populous states, and countries with lesser attention to human rights. The overall results are
that is no instance does the correlation between corruption and population reach statistical
significance. With respect to corruption each comparison, ef fim of government
compared to democracies. This is also conservative in that it uses-aitea test, and is
thus open to the possibility that the reverse could be true. It is concluded that when
compared to democracies each of the other forms of gowent has a lesser corruption
score, taking the mean difference and taking variance into account. This approach may
commend itself to other researchers.
Kewwords: Corruption, sovereign states, forms of government, types of government

1. INTRODUCTION: THE NATURE OF CORRUPTION

Corruption may be used to indicate a particular concept, or it can take on the air of abuse.

¢2 0SS OFffSR WO2NNHzZLIIQ Aa RSTFAYyAGSte LIS22NI i
KF@gS 02YS G2 OFff WYORPNSNIFIARY WO ¢CREFTRYE NBE PP
abuse of entrusted power for privategl A y Q ®
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To these present authors this is fine as far as it goes, but one needs an extension of the
definition. First, among such forms of corruption are (in alphabetical order):

Abduction for ransom
Abuse of power
Blasphemy

Bribery

Conflict of interest
Deceit

Extortion

Hypocrisy

Misuse of power
Physical abuse

= =4 4 -8 8 -9 _95_9_95 -2

What these have in common is that they are contrary to, at least, Western law, have
elements of deceit, of elements of physical and political coercion, and of hypocrisy. Two
examples that require an extension of the definition are hypocrisy and blasphemy
respectively, and each have quite different problems associated with them. To further the
advancement of the study of corruption it is proposed that an extension of the definition be
offered. Where the Transparency definition is offered it is proposed that it be kept, with an
addition. The new proposed definition for consideration is:

Ye¢ K
tl o
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I 6dza S 2 F S yaleNdizithe I condRitmEnkitb theaulJofLINJ
FYR GKS NRAIKG (G2 06S ONRGAOIE Qo
Without making assumptions, a recent paper by the Word Economic Forum examined the
economic consequences of corruption (see References). They concluded that there is a two-
gl & STFSOO 2F 0dzNBIF dzONIF §AO O2NNHzZLIIA2y d ¢KSe@
not be) enhanced by bribery (the greasing-the-wheels phenomenon). The prospect of
receiving such largesse may be one of the reasons why bribery does not disappear. They
acknowledge that it could well be a restraint on growth. The authors of the WEF report do
suggest that transparency of such interactions between business and public officials would
help. They argued that any reduction in discretionary power for both would lower any gains
from corruption, and could well lead to lowering any gains. It is worth noting that the
economic consequences of corruption apply differentially to different businesses.
Notwithstanding, it is noted that countries where corruption is rife do not, on average, fare
nearly so well as non-corrupt countries ¢ particularly the Scandinavian countries. Hale
(2015) concluded that, as local politics differs so much, it is difficult to draw a conclusion). If
that is the case then there would be no generalities, and hence no conclusions. It seems to
the present writers a doctrine of despair. On a more positive note, Lambsdorff (1999)
concluded that research on causes of corruption lays emphasis on the lack of competition,
not having a policy on corruption prevention, distortions of policy, and salaries. Attention is
also given to such issues as gender and on colonialism. One might ask if the various forms of
government foster those factors.
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Coming to more specific issues, there is a model of theocracy in which an analysis is

proposed (Ferrero, 2013). Taking a supervised thesis there is the finding of Rahman (2013)

where, among his conclusions is Q¢ KS 1 Se& FAYRAy3Ia FNRY (KAA
countries with greater prevalence of dynasty politics are associated with higher levels of
O2NNHzLIG A2y Qdhy 3ISGUAY3I 6ARSNI LISNELISOGAGSa
who adapt an historical view, and deals with the general consequences of the size of the

population, as does the more recent work of Buchan & Hill (2014). At the philosophical level

t F NFAG Oonnmm0 KIF& 3IAGSY dza | LISNBRLISOGA GBS TN
frame of reference Temkin (1993) proposed equality is a potent ideal, and that one has

obligations to the disadvantaged. It also addressed the fundamental question of when is one

AAldzr GA2Yy 62NRS GKIFIY Fy23KSNJ NBE3IFNRAY3I AySlc
g2NARS (KIFYy FTy20KSNR®[ SRSNXYIyYy SaG ¢ OGHNnNpo
parliamentary traditions, political stability, and freedom of the press are all associated with

lower corruptior® 2 KF G A& LI NIAOdz I NI & AydSNBadAy3a A
common results of the previous empirical literature, related to openness and legal tradition,

R2 y2G K2fR 2y0S LR{AGAOIT @FINRIFIOotSa | NB
conclusion.The paper by Vargas-Hernandez (2009) characterises corruption as being multi-

faceted: the main categories being political, economic, and public administration. The paper

goes on to provide examples. It makes the distinction between the broader reach of the

political concept, and the narrower legal concept of bribery. The paper concludes that

W 256SOSNE Al A& RATTA OdziofiuptinphenomeaShasad ol KS 2
SYLANROIFE 2NJ LISNOSAQPGSR RI{F gKAOK R2 y20 NB
not quite sure what it means to hold that the empirical facts do not always represent the

realities of the corruption world.

Q

Even so comprehensive a study as that of Heidenheimer & Johnston (2011) does not

address the issue of satire and free speech, nor does it address hypocrisy and its effects

from this standpoint ¢ thus the present contribution. The pros and cons of the arguments

F2NJ FYR F3IFAyad O2NNHzIi A2y FNB Of SFNIX & 2dzif A
02y Of dzZRS G KF G W/ 2NNHzLJGA2Y R2S& FINJ Y2NB KI N
32Sa 2y (G2 LINRPOGARS SOARSYOS I yR IHUINHIKYASY (AGQ &
was noted by Laurance (2004) that corruption is particularly prevalent in countries with a

higher proportion of biodiversity. That is of particular concern as natural resources, animals,

timber, oil, precious metals etc. are prone to corrupt management practices. Using cross-

country data Goel& Nelson (2010) used about 100 nations, and thus made a distinct

contribution to the historical, geographical and governmental determinants of corruption.

They addressed two key issues: the effects of size and scope of governments for in relation

to countries; and second, what are the historical and geographical factors that influence

corruption. They were able to conclude, amongst other things, that governments have a

distinct influence on corruption.The work by Rothstein (2011) addresses the issue, amongst

other things, that poor quality governments have a deleterious effect on social and health

welfare the opposite is yet to be established. That is to say, that good governance criteria

are yet to be established with respect to their effectiveness. The theme of his work is about

social capital, and trust. In a slightly different frame of reference Larmour&Wolanin (2001)

quoted, with approval, the extant formula: monopoly + discretion ¢ accountability =

corruption. It points to the major variables indicative of corruption.
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They went on to nominate five themes: internationalism, economic, a new interest, it is
suspicious of state action, and the role of education & prevention is very important. One
would take issue with only one of those themes, being suspicious of state action. The state
may legislate to prevent the excesses of this paper, by Elbahnsasawy&Revier (2012), looked
at the effect of corruption determinants varying, or not varying, over time. One of their
prime conclusions is that the rule of law is an important determinant in minimising
corruption. As they note, richer countries have lower corruption, as does free expression
and accountability. They go on to outline some of the factors that are not important
determinants of corruption (such as the provision of natural resources, and religious
tradition). This is contrary to some previous findings, and bears further investigation.As
Haidt (2012) has remarked, one cannot study the mind without studying culture, and one
cannot study culture without studying psychology. He also noted that there are a cluster of
moral themes, nominated which he nominated as Autonomy, Community, and Divinity.
(p.99). Such themes need to be argued very closely.

Johnson (2004) compares four countries; the USA, Russia, India, and Israel and mentions the
importance of whistleblowing. Table 8.1, listing varieties of incentives and target
constituencies is seen as particularly valuable. The book is, basically, a moral argument
against corruption.Nor does the work of Johnston (2014) canvas such issues as different
GellSa 2F 3I20SNYYSyidod ¢KSNB Aa y2 WReyladeaQ
mention comparative government. Among the questions posed is the role of cartels, and
the question of why is there so little corruption (Ch.2.p29). Table 8.1 on the varieties of
incentives and target constituencies is seen as particularly valuable. Even so thorough a
work as Rose-Ackerman &Palifka (2016) does not list a comparative study of the different
kinds of government. The Index does not list such items as comparisons of different forms of
government, nor theocracies, nor dynasties, etc. It lists cartels among the corruption
entities, as it does for judicial corruption. The latest work on corruption (that of Rose-
Ackerman &Palifka (2016)), in which the case is argued for institutional reform as an
essential factor in mitigating the effects of corruption. This second edition encompasses the
notions of the fall of the Berlin wall, the founding of Transparency International, changes to
World Bank policy (see References on World Economic Forum), and an increase in
globalisation generally.There are works that deal with issues in particular countries:
instances are: Mitchell in 1996 (Japan); Butt (2012) in Indonesia; and De Waal (2015) on the
Horn of Africa. Quite recently Pinker (2011) has argued, persuasively, on the diminution of
violence over the centuries. One could parallel that by arguing that the growth of ethics
over same relatively recent period has seen the growth of ethical concern.In addition to the
economic consequences of corruption one might also be concerned at its moral qualities. It
is noted that there are countries where it is endemic. Such places are, on the whole, less
prosperous, unless they have a world-demand resource (such as oil). The most severe
criticism of corruption practices is that it enhances disparities of income, and thus
contributes to inequality. It is noted that the struggle for equality is a never-ending one, one
of the most prominent of which is the universal franchise, particularly applicable to women.
CKS RAYAYydziA2zy 2F @OA2fSyOS> |a 2dzif AYSR Ay
equality, another is those countries that foster equality appear to have happier and fulfilled
populace, a third argument is that those countries which foster equality appear to
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continually prosper. Taken collectively, all the arguments favouring equality appear to be
connected to the absence of corruption.

We do need to recognise that some cultures have it so that it is endemic. One has to note,
with satisfaction, that Shariah law does not permit the application of interest. With that
precept in mind it is valuable to observe that those countries that adopted such practices
weathered the GFC better than countries which did not follow the practice. Against this one
might add that such nations practice bribery (which is not in Sharia law) but is a cultural
effect. How those practices can be reconciled is an interesting proposition.

2. METHOD

The present approach is an attempt to further open a field of enquiry. To date there have

been various studies, but this current presentation uses a comparative approach. The

corruption scores of selected countries with different forms of government give the

corruption scores as set out below. Two cautions will be noted. One is that the USA has

been excluded from the comparison of democracies and most populous nations as it occurs

AY 020KZ FTYR A& (KBAWLSEGE dKESRATNBNOWYREG &SC
comparison was made between democracies and absolute monarchies. It was done by

including and excluding the starred items, but made no difference to the outcome

probability level.

Democracies
The standard democracies are as listed. The populations have a great range: the lowest is
5.5 million, and the largest is 324 million. The average corruption level averages 84, and
ranges from 76 to 91. There is no statistically significant relationship between corruption
and population.

Absolute monarchies
There are few remaining absolute monarchies in the world today. Those that are include
Brunei, Oman, Qatar, Saudi Arabia, Swaziland, and the United Arab Emirates. Of the six
absolute monarchies the data show that the average corruption score is 57, short of the
ideal of 100. Further, although Qatar is an absolute monarchy the head of state and the
head of government are two different people.

Theocracies
This group consists in representative countries which have legal sanctions for either
apostasy or for blasphemy. The average corruption score is 37.

Dynasties
These countries where the head of state is nominated, and does not consist of
constitutional monarchies. The essential point is that the dynastic inheritor sets the
acceptable parameters. In the case of Zimbabwe Robert Mugabe has been president for 30
years, and has nominated his successor. The average corruption score is 35.

Most populated countries
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The top nine countries of population were selected from the appropriate website. The
average corruption level was 35. It will be noted that the USA was excluded from this
analysis as it already appears in democracies, thus the n = 8 rather than 9.

States with lesser regard for human rights
The population ranges in size from the most populated country in the world (China- well
over a billion at 1,382,323,332) to Turkmenistan at just over 5.4 million. It is clear, as
mentioned, that population size has very little do with it. The corruption score for countries
with a lesser regard for human rights is 23, which is distinctly low, and is confirmation that
corruption and a lesser attention to attention to human rights are correlated.

The population size was collected because one hypothesis was to test was to see if
population size bore any relationship to corruption (see data sources).

The corruption measure from was the Transparency website. The main examination was to
see if corruption bore any relation to forms or style of government.

h GKS wavltf aidlriasSaqQ y2yS KIFIR (KSANI O2 NNIHzLJ
a result no further calculations were possible. The countries listed are given in Table 1:

3. RESULTS

Table 1a Overall results

2016 data corr& pop Signif of

Corruption Population tvalue probabilty correl C&P correlat
Democracy Australia 79 24,641,662
Canada 83 36,626,083
Denmark 91 5,711,837
Finland* 90 5,541,274
Singapore* 85 5,784,538
Germany 81 80,636,124
New Zealand 88 4,604,871
UK 76 65,511,098
USA* 81 326,474,013

MEAN 84 61,725,722 -0.399 ns

Abslmonar Brunei 58 434,448
Oman 45 4,741,305
Qatar 61 2,338,085
Saudi Arabia 46 32,742,664
Swaziland** 43 1,320,356

UAE 66 9,397,599
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MEAN 53 8,495,743 6.603 p<.001 -0.244 ns
Most popul Bangladesh 26 164,827,718

Brazil 40 211,243,220

China 40 1,388,232,693

India 40 1,342,512,706

Indonesia 37 263,510,146

Nigeria 28 191,835,936

Pakistan 32 196,744,376

Russia 29 143,375,006

USA 74 326,474,013

MEAN 38 469,861,757 16.749 p<.001 0.155 ns
Theocrsy Afghanistan 15 34,169,169

Brunei 58 434,448

Mauritania 27 4,266,448

Pakistan 32 196,744,376

Qatar 61 2,338,085

Saudi Arabia 46 32,742,664

Sudan 14 42,166,323

UAE 66 9,397,599

Yemen 14 28,119,546

MEAN 37 38,930,962 6.867 p<.001 -0.266 ns
Dynasties Bahrein 43 1,418,895

Brunei 58 434,448

Morocco 37 35,241,418

North Korea 12 25,405,296

Oman 45 4,741,305

Saudi Arabia 46 32,742,664

Swaziland 43 1,320,356

Syria 13 18,906,907

Zimbabwe 22 16,337,760

MEAN 35 15,172,117 9.647 p<.001 -0.429 ns

Lesser. Rts China 40 1,388,232,693
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Egypt 34 95,215,102
Libya 14 6,408,742
North Korea 12 25,405,296
Saudi Arabia 46 32,742,664
Somalia 10 11,391,962
Syria 13 18,906,907
Sudan 14 42,166,323
Turkmentn 22 5,502,586
MEAN 23 180,663,586 14.717 p<.001 0.498 ns

Not avail from TI. 2014 data only available

*x Swaziland data taken from http://www.theglobaleconomy.com/Swaziland/transparency_corruption/

http://www.photius.com/rankings/2016/population/population_2016_0.html

Table 1b
Country What do these countries have in common
N.Korea Lesser rights  Dynasty
Somalia Lesser rights
Libya Lesser rights
Sudan Lesser rights Theocracy
Syria Lesser rights  Dynasty
Turkmnstn Lesser rights
Afghanstn Theocracy
Yemen Theocracy
Zimbabwe Dynasty

Six of the nine nations had lesser rights
Three of the nine were dynastic
Three of the nine were theocratic

It will be seen from the data that in each case of type of government there was no
significant relationship between population size and level of corruption. Democracies
O2NNMzLJGA2Y YSIFadz2NB ¢l a dzaSR a GKS NBFSNByOS
to each of the other forms of government. In each case the comparison showed a significant
AYONBI A4S Ay O2NNMHzLIG A2y X ( Enfe intdactount) heielisia a K2 6 A
significant increase. Even though a two-tailed test was used that results (conservatively)
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were statistically significant. In each case democracies had better scores than did any other
form of government. The results appear in summary form in Table 1. Additionally it will be
seen that the worst corruption scores were selected by country, and an attempt made to
see if any form of government predominated.

In the event six of the nine countries had a lesser concern with human rights: three of them
were theocracies; and three of them were dynasties. In two cases the lesser concern for
human rights also yielded a dynasty; and one combined a lesser concern with human rights
with a theocracy.

4. DISCUSSION

Among the issues of corruption is that of considering the relationship of culture to

corruption, the inconsistencies that affect attitudes to corruption, and the role of

blasphemy. The type of government (absolute monarchies, theocracies, dynasties, the most

populous states, and countries with a lesser regard for human rights. The relationships of
O2NNHzLJG A2y G2 SIOK 2F (GKS&S F2N¥a 2F 3I20SNYY
An examination of the corruption data showed, in numerical form, the corruption index for

each type. The ideal score is 100 = no corruption: 0 = total corruption. The clear conclusions

here are:

1 The relationship between population size and corruption is not significant on any
analysis.

9 Using the selected democracies corruption perception index each of the stated
differences as between other forms of government are statistically significant.

9 With respect to corruption the democracies have a distinctly better record compared
to countries, particularly for those with a lesser concern for human rights countries.

9 Absolute monarchies seem to function relatively well, of the selected forms of
government they are second only to democracies.

1 Theocracies rank third with respect to less corruption.
9 Dynasties rank fourth with respect to corruption.
9 Countries with a lesser concern for human rights rank bottom of this list.

1 Itis noted that population size, as such, appears to bear no relationship to
corruption.

This kind of comparative study may commend itself to those concerned with the issue of
corruption and forms of government. In an ideal world one would look at all nations, and to
categorise them. It is thus that one would have a better determination. What is put forward
here is an attempt to outline the problem.
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