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FOREWORD

On behalf of the International Balkan University, allow me to give you brief introduction to our University.
The International Balkan University is founded in 2006 by the Foundation for Education and Culture
“USKUP”. It is a foundation, non-profitable university, one of a kind in the Republic of Macedonia. Located
in the heart of the Balkans, IBU is a gathering point for students from all over the region, including Turkey.
This makes IBU a multinational, multi-religious and multicultural institution. If we add the fact that IBU is an
English speaking university, teaching and learning medium, then we can conclude that the epithet
“international” fits our University the best. The track record of success saw IBU ranked as the best uni versity
in Macedonia in the field of Teaching and Learning in 2016 by the world-known Shangai University Ranking,
according to criteria specifically designed for ranking world academic institutions.

As the beacon of the importance we attach to the quality of education for the leaders of the future and carrying
the banner of internationalism by functioning under Erasmus and Mevlana Exchange Programs, we here
welcome the students from various countries in connection with numerous symposiums and congresses. We,
thus, believe that such academic and friendly interactions will further encourage the learning quality. We have
so far welcomed and educated considerable number of foreign students through Erasmus and Mevlana
Programs, believing that such events surely serve equal benefits for all those involved.

To give a striking example, International Balkan University has continuously organized the spectacular
International Student Congress since 2014, which became one of its most valued traditions so far. Not to
mention that these four congresses that have been organized in the previous years are solemnly the result of
the limitless effort and enthusiasm of IBU’s own students, encouraged and supported by IBU’s academic and
administrative staff. Bearing in mind that in the previous year we hosted 80 participants from 35 countries
around the world, we are now more than honored to host 120 participants from 42 countries to share their
knowledge and broaden their prospects at no other place, but the IBU Campus itself.

Taking this opportunity, | should underline that we are pleased to welcome you all as our students who are
tomorrow’s leaders from different countries and universities to participate in the Congress. I sincerely thank
you for your incessant effort to pass your knowledge to our students and | wish you success and fun at the
same time.

Dukica Pavlovikj
IBUISC’18 Honorary President
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ABSTRACT

Scholarly research, in particular, on youth participation shows that young people tend to be barely engaged in
decision making processes. Thus, the discourse of youth participation has grossly become a more pertinent
issue in the national development objectives in many countries around the globe. Nonetheless, the critical
question remains of its relevance from the view of young people. As a result, involvement in decision making
procedures of young people in conceptualization of youth development initiatives is considered a vital
component that affects their future aspirations. This discourse and practice of excluding young people for
transformative program decision making and imposing decisions on them, is a serious concern in achieving
positive youth development and empowerment. This paper argues that the absence of young people in decision
making often lead to poorly designed youth development interventions. Therefore, this paper examines the
challenges and prospects of involving young people for transformative program decision making. It will
highlight the need to examine youth participation with a view to develop more effective, relevant and
sustainable ways of bringing youth on board for participation in program formulation. The paper adopts
narrative approach using literature and document analysis to examine the prospects of involving youth in
program decision making in Africa. This paper makes several contributions to the existing literature with
regard to investing in youth for a sustainable future. It concludes that the involvement of youth perhaps may
be able to influence political decisions and advocates effectively for appropriate programme formulation and
implementation.

Keywords: Participation, decision making, youth development, youth policy, Botswana.
1. INTRODUCTION & BACKGROUND

In recent years, the issue of youth participation has become a central component of national and international
youth policies and programmes around the globe. As noted by Mesa (2010) all European States try to relate
policies addressing youth to the principles of participation and active citizenship. Therefore, it is the contention
of this paper that youth participation leads to better decisions and outcomes. Noticeably, World Programme of
Action for Youth recognizes that involving youth is central to its successful implementation. It further
pronounces the full and efficacious participation of young people in society and decision making as one of its
10 priority areas for action. Accordingly, there is a propensity not to recognize the benefits of youth
participation in decision making with regard to youth intervention programmes and youth policies. This paper
argues that, much of government policy has a direct or indirect impact on the youth, yet many African
governments are oblivious of how their decisions affect young people lives and their future aspirations. It is
worth noting that many scholars, practitioners and researchers (see for example, Ntsabane&Ntau, 2000;
Checkoway, 2011; Akita, Kai & Smith, 2014; Bertozzi, 2015) have written widely on the youth participation
and how it can usher sound decisions that can contribute to the growth and development of any given country.
Since Africa is a vast continent made over fifty independent nation states with varying social, economic and
political situation, this paper will focus on youth participation with special emphasizes to Botswana. It will
review the ongoing debate in Botswana on youth participation, youth development and youth policies.
Accordingly, it is worth noting that past and current youth policies and programmes have not been able to
stave off the problems faced by young people such as poverty and unprecedented proportions of youth
unemployment. Most of the policies and programmes that seek to provide solutions to the problems of youth
in Botswana (for instance youth unemployment) are fundamentally impaired on the grounds that there are not
anchored on punctilious participation of young people (Diraditsile, 2017). Against this background, this paper
will also focus on the policy framework for youth participation. The analysis will highlight on how youth
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development practitioners and/or relevant authorities in Botswana can enable young people to participate more
actively in policy decision making as they can promote critical awareness and empowerment. Notably, for the
purpose of this paper the word participation and involvement will be used interchangeably.

The paper is structured as follows. Following an introduction, the paper presents section two, which is a brief
conceptualized definition of youth globally and from an African perspective. This is followed by section three
which discusses the policy framework of youth participation. Next is section four which focus on advantages
and critiques of youth participation in the scholarly literature. This is followed by section five which is the
discussion on the policy framework of youth participation. Section six provides recommendation in terms of
the way forward. Finally, the last section provides concluding remarks.

2. CONCEPTUALIZING THE TERM YOUTH

The term youth can be defined differently with a lot of different connotations, it is submerged with semantics.
Tarifa, Machtmes, Fox & Johnson (2009) notes that the operational definition of the term youth varies one
country to another, based on specific socio-cultural, institutional, economic and political factors. To this end,
defining youth in terms of age often becomes the most sensible standard of classification on the grounds that,
such a definition often has an implication on the design of different programmes. Hence, many countries in
the world have defined youth differently in their national youth policies. In the Pacific, some countries consider
youth up to the age of 40. At an international level, the United Nations (UN) has defined youth as persons of
between 15-24 years (United Nations Development Programme, 2014). In the African context, according to
the African Youth Charter, youth typically refers to people aged 15-35 years. Accordingly, Botswana National
Youth Policy of 2010 defines a youth as a person between 15 and 35 years of age.

Drawing upon the definition of African Youth Charter, youth participation in this paper will be based on young
people aged between 15 and 35 years of age. In Botswana, and indeed in the African continent, young people
have to deal with increased unemployment and insecurity at work, greater family instability, and reductions
in social welfare programmes. Youth is often characterized by uncertainty and risk hence effective strategies
are needed to resolve their plight (Narayana&Motlaleng, 2014). Youth have a body of experience unique to
their situations, and they have views and ideas that derive from their experience. Nonetheless, there is a failure
and/or even a refusal to recognize the benefits of youth participation in decision making when conceptualising
youth policies and programmes. Evidence abounds that much government policy has a direct or indirect impact
on young people, yet their views are slightly taken into consideration due to lack of consultation and not
recognizing that young people can make informed decisions with regard to moving their countries forward.

3. THE POLICY FRAMEWORK FOR YOUTH PARTICIPATION

Before talking about the framework for youth participation, it is important to understand some of the multiple
and contested definition of participation. According to UNDP (2014) youth participation in policy making
processes is an action oriented process involving young people in institutions, initiatives and decisions, and
affording them control over resources that affect their lives. Youth participation includes efforts by young
people to organise around issues of their choices that can bring about positive change in the national
development discourse of their countries (Checkoway, 2011). From the above definitions, youth participation
for the purpose of this paper would be defined as a process where young people take part by articulating their
views and thoughts with regard to that in which affect them. In Botswana, youth participation is undertaken
within the framework of the Revised National Youth Policy (BNYP) of 2010 which has a clear Plan of Action
that explains all the necessary information needed to effectuate and achieve the objectives of the policy (GoB,
2015). The cornerstone of the policy is to ensure that the youth are given opportunities fulfill their potentials.
Let us consider a brief overview of BNYP (revised in 2010) in the framework for youth participation.

3.1 Botswana National Youth Policy 1996 (Revised in 2010)

The Youth Policy of 1996 was the first policy initiative of the 1990s which sought to develop and strengthen
anetwork of institutions for youth participation and development in Botswana (Nthomang&Diraditsile, 2016).
This policy offers a solid base and challenges relevant stakeholders and youth development practitioners to



think more critically with regard to sustainable approaches to youth development and empowerment
initiatives, especially youth participation in the national development objectives. This policy place more
prominence on the fundamental roles that youth should be empowered in order to contribute to the national
development plans. Furthermore, the policy is designed to mainstream youth activities and contributions and
highlight youth issues and/or concerns as crucial input in the development process on the nation. The policy
outlines the roles and responsibilities of the youth themselves, and creates specific instruments for supporting
and promoting youth issues through Botswana National Youth Council (BNYC) which overseas District Youth
Councils (DYC) at the district levels around the country. As a result, the DYC identifies pertinent youth issues
in their respective localities and they apply their minds on how the challenges can be addressed from young
people’s point of views. BNYP is a very important tool that has been crafted well in paper; however there are
still teething problems when it comes to addressing issues head on. There is no doubt that the policy to a
certain extent has a bearing in formulation of many and varied policies, initiatives and programmes in
Botswana.

Unfortunately, one of the major concerns is that the specific area of youth participation in the national
development objectives is given broad and to a certain degree loose treatment and there is lack of clarity
around the mechanisms through which it will be actually achieved. Worse still, albeit National Youth Policy
defines youth responsibilities to promote active participation, it does not specify mechanisms or processes
through which active participation and decision making in governance can be achieved. For instance, one of
the major challenges to realization of the youth policy is due to the fact that the policy framework in Botswana
adopts a top down approach in policy making. Mwansa, Lucas &Osei-Hwedie (1998) have argued that, when
policy initiatives are transmitted in a top-down manner they frequently take the form of directives rather than
consultations, and this obviously does not allow for peoples’ participation in formulation. They are, in fact,
expected to become involved in the implementation process, whether they agree with it or not. This is perhaps
the point at which youth participation experience difficulty in being translated into reality. Due to the top-
down approach, there is a propensity of the government to develop welfare programmes without youth
involvement. The failure of the government to incorporate the views and voices of the youth when programmes
are conceptualized is a serious concern in achieving positive youth development and empowerment in the
country. However, this is not surprising as Ntsabane&Ntau (2016) notes that youth in many African societies
are considered as minors whether in the family, church, political debates and education. Based on the
foregoing, it does not seem unreasonable to suggest that historically in the African region, youth have been
marginalized when it comes to major decisions making that deals with the running of the economy.

Tarifa et al (2009) contends that, although youth issues may be the main concern in the community or within
the organization, adults are most often at the front line of the decision making process. Based on several
studies, adults are hesitant about youth and the role of youth in decision making process within society
(Guzman, Lippman, Moore & O’Hare, 2003). According to Yohalem& Pittman (2001) it has been well
documented that stereotyping of youth by adults confines young people’s potential within their community.
Let us consider issues and critiques around youth participation below.

3.2 YOUTH PARTICIPATION: ISSUES AND CRITIQUES

There is a substantial body of evidence which shows that over the last decade, youth have gained increasing
prominence on the global development agenda with regard to policy formulation of youth related issues.
Increasingly, governments, civil society organizations are recognizing the specific needs and vulnerabilities
of young people as well as their prospects to contribute positively to the national development (Thomas, 2007;
Burke, 2010). As more resources are channeled towards both addressing youth exclusion and disadvantage, as
well as towards harnessing young people’s potential as partners in growth, the role of young people in deciding
and managing the allocation of resources has been brought into sharp relief. Bolsano (2005) states that
evidence suggest that youth are to a certain extent less committed to the American doctrine than their parents.
Moreover, Sherrod, Torney-Purta&Flanagon (2010) notes that, over the past generation Americans’ interest in
public affairs has steadily worsen and this has been more pronounced among young people. Key measures
that can be said to identify the declining public interest include the discontinuation from engaging on pertinent
issues of current affairs, in particular political discourse and lack of attentiveness in public issues (Sherrod et
al, 2010).

According to Akiva, Cortina, Eccles& Smith (2013) globally there is increasing recognition that young people
not only have a right to determine how resources are used, but that they bring unique and valuable experiences
and viewpoints to the debate. Accordingly, the issue of youth participation in the development discourse was



first given global exposure in Agenda 21, the declaration following the Rio Summit of 1992 (Ntsabane&Ntau,
2016). Since then, a number of international and national conferences have drawn attention to the issue’s
importance and it has been highlighted in several prominent legal instruments including the African Youth
Charter, which obliges states parties to “facilitate the creation or strengthening of platforms for youth
participation in decision making at local, national, regional and continental levels of governance” (African
Youth Charter, 2006). It is interesting to note that, although Botswana is the only country in the Southern
African Development Community region that has not yet signed the African Youth Charter (AYC), the country
is doing so many things that are enshrined in the charter. All that is needed is for young people in Botswana
to advocate for the government to sign the charter.

This paper acknowledges that youth participation in Africa and around the globe is a major challenge and has
been a topic of concern. Moreover, it remains a source of academic discord and is a long and protracted point
of contention with regard to youth development studies. Though this paper advocates for active participation
of youth for transformative decision making and positive youth development, it also recognizes that there are
critiques of youth participation in the literature. The radical critique of youth participation suggests that far
from empowering youth, participation is simply a new form of conformity (Bessant, 2009), and this should
not be allowed to go unchallenged. According to Farthing (2012), one can deduce that the act of including
young people in decision making processes is best understood as another exercise in power over them,
therefore these challenge needs a paradigm shift that will center on the mindsets of elderly populace.

Cohen (1985) notes that, involving youth people in the decision making process can ensure that those with the
greatest reason to challenge the state’s existing power structures continue to conform. Cohen further argues
that engaging young people through participation does not empower them; rather it simply makes young
people to conform and increases the likelihood to act in accordance with policies and programmes
appropriately once they have been conceptualized by the national leaderships.

4. DISCUSSION ON THE POLICY FRAMEWORK OF YOUTH PARTICIPATION

This paper acknowledges the contribution made by national youth policy in promoting youth participation in
governance processes in Botswana and elsewhere in the African region. Despite the existence of a national
youth policy framework, promoting youth participation in practice has proven be a mammoth task in Botswana
and elsewhere in Africa. However, one of the major concerns is that youth development interventions
introduced after the adoption of the Revised Botswana National Policy of 2010 do not seem to have much
bearing on the policy when it comes to youth participation in decision making. This is a clear indictment on
planning processes owing to the fact that ideally, youth policies and youth development interventions
developed over the years should build onto each other. In that way, this will create the possibility of closing
existing policy gaps and coming up with more robust, cost effective and sustainable interventions.

Globally, many studies (Landsdown, 2009; Zeldin, Christens & Powers, 2012; Morciano, Scardingo,
Manuti&Pastore, 2014) report changes in youth conditions over the past decades. Manuti (2011) in Italy
indicate that the change in the demographic and geopolitical setting have influenced the political socialization
of new generations and have created new arena of participation. According Burke (2010) the White Paper on
youth published by the European Union has established the lack of interest among young people towards
taking part by playing a role in public life. In fact, political concern with issues of participation has grown
precisely with the aim to counteract this decline in youth participation in the public sphere (Burke, 2010).
Actually, still in Italy, there is a widespread decline of traditional political participation; on the other hand
different forms of civic and social participation, among young people are emerging (Morciano et al, 2014).

Research on youth participation shows the positive impact of youth civic engagement on adult and political
organization (Best, 2007; Bertozzi, 2015). Involvement in association, voluntary organizations and youth
formal groups is related to a greater interest towards politics and to an increased perception of the
government’s responsiveness towards the youth. In Bangladesh, Zeldin et al (2012) notes that, UNDP
supported the establishment of a National Youth Parliament to empower active citizens at both local and
national level and provide an opportunity for youth to contribute to the conceptualization of national policy
through direct dialogue with parliamentarians. While ideas valuing youth participation gained prominence in
anumber of countries in the 1990s, the Philippines has a relatively long history of youth participation (Bessell,
2009). Predating the United Nation Convention on the rights of the Child, the 1974 Child and Youth Welfare
Code identifies youth’s responsibility to participate actively in civic affairs in the promotion of the general
welfare, always in mind that it is the youth who will eventually be called upon to exercise the responsibility



of leadership (Bessell, 2009).

In the African continent, Omilusi&Adefemi (2016) notes, a Nigerian youth agenda on political participation
was developed for the last general elections together with a Nigerian Youth Inter party forum. The forum was
primarily used by the youth members across party lines to come together and engage each other meaningfully
on issues of common interest and challenges among other things one being expanding the perimeters for youth
political participation in the national discourse. In Sierra Leone, the issue of youth participation in governance
has a particular powerful resonance because of its devastating association with the civil war of 1999-2002
(Fanthorpe, Lavali&Sesay, 2011). Noticeable, still in Sierra Leone, the country’s first National Youth policy
was ratified in 2003 and was followed some years later by the National Youth Commission Act of 2009
(Fanthorpe et al, 2011). This should be commended taking into consideration that the country had just starting
rebuilding itself from the unfortunate challenge of the civil war that had besieged it.

Based on the foregoing, it is interesting to note that although many countries have national youth policies and
other legal framework, achieving youth participation in decision making for positive youth development is
still a major challenge that needs to be addressed at a continental level. Overall the literature indicates that
while there is a number of laws and policies setting out the promotion and mainstreaming of youth issues and
concerns, there remains a lack of clarity throughout the law and policy regarding the mechanisms and
processes to be followed and be coordinated in an amicably way. To this end, it is the contention of this paper
that participatory governance has been slow to emerge but that there are encouraging signs that it is starting
to take root in many areas, an opportunity that young people should be able to take advantage of.

5. WAY FORWARD TO SUCCESSFUL YOUTH PARTICIPATION

There is no doubt that a developing country such as Botswana should take contribution of young people
seriously, particularly on decision making processes and empowerment of its young people to be responsible
citizens. This is highly recommended taking into consideration that Botswana is a youthful nation, thus to say
according to the most recent 2011 population and housing census report, young people constitute about 60%
of the total population which is estimated to be at 2.1 million. Given this reality, the critical question is: How
can governments make young people to meaningfully participate in the decision making in large numbers? Is
the right for youth to participate included in constitution of the country? How can national youth policies and
youth development programme interventions produce results and impact positively on the lives of the young
people? To arrive at solutions, a radical shift is required. Creative, vigorous and innovative measures are
required in order to change the existing state of affairs, especially regarding social and/or political issues. A
strengthened, coordinated and effective action is essential to achieve the overall goal of progressive and
substantive inclusion of young people in political and decision making processes at all levels. Tarifa et al
(2009) notes that among many factors, successful youth participation depends on the participants themselves
and their capacities, resources and expectations. Young people have to challenge themselves by being
proactive in order for them to be taken seriously when it comes to their participation in making robust decisions
that have implications to the running of the economy of the country.

In light of what has been discussed earlier on in this paper, it seems reasonable to suggest that meaningful
youth participation needs political and institutional support at each level of policy framework in national
decision making progress. It is the contention of this paper that support is best assured if youth participation
is seen as an obligation, rather than as a courtesy of respecting the youth. Best (2007) notes that, the cultural
change needed for making youth participation an obligation can be encouraged by building alliances with
youth networks and civil society organisations, strengthening youth league political parties, and legislators
representing young people. This paper argues that before deciding on the best form of youth participation,
authorities have to do a thorough ground work. There is a need for the political and institutional support for
youth inclusion to be assessed and eventually formulated. Along the same lines, authorities have to be
explicitly and implicit on the purpose of including young people in the policy framework when decisions on
policies and programmes are formulated.

Furthermore, there is need for a broad consensus in terms of how youth participation should be effectively
considered. All relevant stakeholders comprising; government, international partners, political organizations,
private sector, community leaders, parents and youth themselves should participate in this process. To
institutionalize youth participation, possibly require internal changes in government bodies. Authorities need
to pave way to institutionalize youth participation processes in the policy formulation discourse. To achieve
what is being proposed here, it is pertinent to consider the following areas for improvement; (i) increased
consultation, collaboration and partnership with registered youth organisations, (ii) creation of institutional



structures for effective implementation of youth policies, (iii) clear expectations on the purpose and
responsibilities of youth participation, (iv) providing training and support for adult decision makers to help
them engage with young people and listen to their views, (v) value the input of young people by taking their
views seriously and giving clear feedback on the impact of their contribution, (vi) managing the expectations
of young people, by ensuring clear and transparent communication about the limits of their involvement, (vii)
setting up systems for reviewing and continuously improving the process of youth participation.

From the foregoing recommendations, it is clear that the challenge of youth participating in decision making
lies in changing the philosophical framework orientation of youth participation, design, implementation
methodologies and approaches. The proposed approach requires strengthening institutional structures and
coordination mechanisms for effective delivery of youth participation in the national development discourse.
Youth participation must become a crucial component of local, national and international policies for youth,
and should provide the framework for decisions and actions that affect their daily lives. Only then will youth
begin to evolve and their commitment to participation would begin to produce results.

CONCLUSION

This paper sought to examine the involvement of youth in decision making and positive youth development.
As discussed earlier on in the paper, it is clear that worldwide youth are sporadically involved in the decision
making discourse. Thus to say, progress in the area of practical implementation has been slow. Even in
countries that have achieved the most, participation remains piecemeal and insufficiently integrated into all
areas of young people’s lives. Evidence gleaned from official documents, anecdotes and observations suggests
that the frequent and widespread failure of the political leadership to act in ways that promote the welfare of
young people is well documented. To this end, efforts must be made to listen to youth and engage them in the
process of strengthening participatory democracy in the political arena. This paper concludes that any solution
should focus on the long term with a view to ensure sustainability. Any attempt to find piece meal approaches
to youth participation will not yield any long term results and that would be a recipe for failure. The approach
must promote respect for young people as social actors, as agents in their own lives, and as citizens of their
own countries.
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ABSTRACT

The aim of this paper is toinvestigates the relationship between formal organizational support, informal
organizational support, family support and work family conflict. Based on previous research, a theoretical
framework is developed and hypothesis are formulate. The cross-sectional data has collected from female
employees from private banks situated in Lahore, Pakistan. Respondents were selected through non-
probability sampling technique (convenience sampling). Data was analyzed using well recognized statistical
techniques. Structure Equation Modeling (SEM) is used and results are depicted using AMOS statistical
software. Results of this study are tabulated and interpreted.

The findings of this study suggest that informal organizational support, formal organizational support and
family support plays no role to resolve the work family conflict among female employees. Findings also
revealed that work family conflict has a positive link with turnover intention. The results do suggest that to
reduce the turnover intention among female employees the resolution of conflict between work and family
need to be considered.

Pakistan is a male dominant society where men are the primary authority figures and women are subordinate.
Therefore, the focus of this study is only female employees and highlights the conflicts that they faced to
fulfill the role of work and family. Therefore, this study has practical implications to decreases the work family
conflict and turnover rate for policy makers; organization and theoretical implication have been discussed.
Future research should further examine the other work family interface and focus on longitudinal and
comparative study for the better and insightful findings.

Key words: Work family conflict, Formal organizational support, Informal organizational support, Family
support, Employees’ turnover intention

1. INTRODUCTION

Over the past several decades, due to societal changes in the structures of family and in demographic
composition of workforce have major implications for both family and work. It increased the participation of
women in the workforce and increasing the number of dual earner that reduced the traditional family
household (Ma, Tang, Wang., 2008). Therefore, balancing the work and life is becoming challenge for dual
earners (Ward, 2007).

In 1950’s mostly single parent, females were allowed to work out of the home (Hall, 1972) and they were
achieved lifetime employment from a specific organization. It shows low turnover rat. In late 1950’s,someway
women were working and many of them experiencingissues between work and family (Hayghe, 1990). In
1990’s dual-earners are increasing globally (Thomas &Ganster, 1995). Therefore, women have joining the job
environment to achievement the flexibility (Ward, 2007). There is very difficult for female employees to
maintain the balance between the job and personal life because of highly burden of the family responsibility
(Bird, 2006). Consequently, WFC is known as “a form of inter-role conflict in which the role pressures from
the work and family domains are equally incompatible in some respect” (Greenhaus&Beutell., 1985, p.76).
However, the thought of WFC is no longer a western miracle anymore because for women handling WFC that
becomes tough in a male dominate society like Pakistan where females are likely to handle a huge
accountability of family attention. There are a little research, which highlights the conflict between family and
work in female employees (Noor &Maad, 2008).
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In mostly organization, female employees easily leave job after her marriage (Noor &Maad, 2008).Because,
female employees faced conflict between work and family responsibilities. Few of them are continuing their
job while having turnover intention in mind. Due to this turnover rate, organization faced additional cost, to
replace a trained employee with newly hired (Root, 2011). Thus, this study may help organization to reduce
turnover while giving the support to create balance between their personal and professional life. Hence, the
purpose of this study is to investigate the relationship between support (formal, informal and social) with WFC
as well turnover intention.

Mostly of the research has been conducted on sample taken from Western and developed countries (Spector
etal., 2009). Thus, the culture and values (Religion and social factor) of Pakistani society is different from the
Western culture. This study may add value in literature regarding the effects of supports in regarding to handle
the issues of family and work.

2.1 Literature review and Hypotheses:

George Homans presented social exchange theory (SET) in 1958. He described as “the exchange of activity,
tangible or intangible and rewards or cost” between the two persons. This exchange is constructed on the
norms of reciprocity. It concerned when an employee receives support from organization and family then in
return he/she will do something extra for both family and work. A study Aminahand Zoharah, (2010) shows
the SET supports this study.

3. Supports and WFC:

Organizations provide support for employees to create balance among personal and professional life.
Organizational support (OS) recognized a major source that helps to create balance between work and family
(Behson, 2002). Formal organizational support (FOS) contains on family friendly benefits and schedule
flexibility. It is important to reduce the WFC. Clark (2001) shows researchers investigate that FOS was more
helpful to create balance by providing the supportive culture. Literature also found that firms offer employees
with flexible time and accomplishing the conflict as compare to traditions (Thomas &Ganster, 1995).
Supportive organizational culture may provide a comfortable environment for employees. Carlson&Kacmar,
(2000) recognized that numerous organizational aspects affect WFC that include flexible hours, family
friendly benefits. It also concludes that schedule flexibility positively related to WFC. Meanwhile, this study
expects that WFC be increased if employees have low flexible working hours.

Furthermore, FOS also contains family benefits and policies; organization offers benefits like allowances that
help them to reduce WFC (Thomas & Ganster, 1995). According to Thompson et al. (2004), organizational
family practices are negatively influenced WFC. Another study suggests that benefits to employees assistant
low level of WFC. The employees those having such types of benefits from their firms enjoyed greater job
satisfaction; good family life and less experience to stress (Thompson et al., 1999). Allen (2001) directs that
employee who received family benefits from their organization reported low WFC. Then, this study forecasts
that if organizations are not providing benefits to employees then employees faced more WFC and it also
increase their attention to quit.

Informal organizational support consists of supervisor support that emphasizes the employee’s capability to
retain their responsibility between job and personal life. Thomas and Ganster (1995) clear that supervisor
support as one “who empathizes with the employee’s desire to seek balance between work and family
responsibilities” (p. 7). Therefore, supervisor might allow their employees to attend emergency call from home
and sometimes may give short leaves alike to pick a child from schools and take elderly parents to a doctor.
Supportive supervisor may help the employees to reduce the WFC (Anderson et al., 2002).

Similarly, coworker support also influences the employee’s capability to incorporate with work and life.
Coworker support refers as coworker willingness to help each other in performing daily task and handle upset
situation at workplace (Beehr& McGrath, 1992). Study indicates that coworker support is negatively linked
to WFC (Grzywacz& Marks, 2000). A study found that coworker has negative association to work distress
and WFC (Frone et al., 1997). Coworker support reduces psychological distress and WFC (Loscocco&Spitze,
1990). Perry Smith (2006) indicates that supportive coworker is willing to provide task and work that helps
the employees to reduce WFC. Coworker support helps the employee’s behavior related to self-enhancing,
reducing psychological wellbeing and WFC (Ibrahim, 2014).

In addition, a study provides empirical indication the family members could support the employees to cope
up the demands of work by giving them emotional substance. It consists on reinforcement, understanding and



supportive form their spouse and family (King, Mattimore, King & Adams., 1995). Instrumental assistance
indicates that spouse may help in competing home task. As well as family support is main source of support
that family member provide exceptional chance to offer emotional and instrumental support to working
member (Beehr et al., 2003).

Likewise, spouse support plays vital role to help and understanding the companion situation. Spouse support
is defined in two forms emotional and instrumental (King et al., 1995), Emotional support include empathic
appreciative and listening, affirmative affection, guidance and concern for wellbeing of the mate. It contains
tangible comfort from the partner in terms of household task and childcare. Spouse support is also lowering
factor in WFC. Social support reduces WFC directly and strongly related to psychological well-being (Elliott,
2003).

3.1 WFC and Turnover Intention

Turnover at place of work received more courtesy by researchers and considered that it is a problem of
increasing expenditure of an organization (Soon et al., 2005). WFC is directly related to turnover intention.
Frone et al., (1997) proposed when workloads restrict with family dominions at that time a person
contemplates to find a different job and agree to consent the union to reduce WFC. Anderson et al., (2002)
illustrated that the WFC is positively associated to turnover intention. It put onward that distinct who faced
continuing and ambiguous conflict in the form of work difficulties intervention with personal
accomplishments. It is perceived that only explanation of this problematic situation would be exchanging to
another association that may enable to create better balance between job and family demands. Employees who
faced high level of WFC reported greater intention to quit (Aminah&Zoharah, 2010). Other study shows that
WFC have positive relationship with turnover intention (Noor &Maad, 2008). Aminah&Zoharah (2013)
pointed out the WFC is strongly connected with turnover intention. The reason could be that when an
employee is not managed the balance among family and work hassles then they aspire to sabbatical the
organization. It discloses that WFC has positive influence turnover intention. Thus, this study suggested a
following hypothesis:

Conceptual framework:

The below figure shows the relationship between different concepts
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Hypotheses formulation:

H1: Formal organizational support is negatively associated with work family conflict.
H2: Informal organizational support is negatively related to work-family conflict.
H3: Family social support is negatively related to work family conflict.

H4: Work family conflict is positively associated with turnover intention.

4. METHODOLOGY:

To testing the hypothesis, the current study used survey approach. This study randomly distributed 300 self-
administration questionnaire and only 180 were complete for quantitative analysis. The questionnaire used
different questions including formal organizational support, Informal organizational support, family social
support, WFC and Employee’s turnover intention Five-point Likert scale is used from 5 to 1, “strongly
disagree” to “strongly agree”. The sample of this study is private service sectors situated in Lahore, Pakistan.
The reason behind to choose the private sector is hectic routine and work. The focus of this study was female
employees. For data analysis, AMOA software was used to test the hypothesis and model fit.

Measures:

The survey instruments of this study are divided into five sections (WFC, 10S, FOS, SSand Turnover
Intention).

Concepts Dimensions Source Ttems
Wok family {Adams et al. 1-9 items
conflict 19496)
Formal Schedule Bond et al., 3 ltems
organizatiomal | Flexibility (1998)
support Work-lamily 4 ilems
. benefits
Informal Supervisor Bond et al,, 6 items
organizational | support { 199K)
support Coworker Ducharmed& 5 items
. support Martin {2000}
Social Emotional King et al., 7 items
support sustenance (1995)
Instrumental 3 items
assislance
Turmover {Morrel et al., 7 items
intention 2004)

Result:
Goodness of fit Indices:

For goodness of fit model, we used confirmatory factor analysis model by AMOS in below table. The
goodness of fit model was retrieved by seven items that are described the overall fit model. In which seven
values are used to assess the CFA that are x? statistics divided by df (degree of freedom) and GFI (goodness
of fit index). The comparative fit model is measured by NFI (hormed fit index), AGFI (adjusted goodness of
fit index) and CFI (comparative fit index). Parsimonious fit model is measured by PGFI (parsimonious
goodness of fit index). The root means square error of approximation (RMSEA) is also show the good-fit
model. These seven common measures (x? statistics / df, CFA, GFI, NFI, AGFI, CFl and PGFI) are proposed.
As shown the below table, the value of X? Test Statistics/df is 1.463 that is below to 3.00, it shows that a good
model fit of this thesis (Bagozzi& Yi., 1988) as same as the value of GFI is 0.81 that is close to 0.90 it also
shows that model is good fit. In comparative and normed fir index the values are CF1=0.83 and NFI1=0.61 that



are also marginally acceptable. According to Browne and Cudeck (1993) the value of RMESA should be less
than 0.08 and in this model the value is 0.05. Therefore, the model of this study is good fit according to the
data set.

Goodness of fit model

Goodness of X? Test GFI AGFI CFl NFI RMSEA PGFI
fit Measures Statistics/df

Recommended | < 3.00* >0.90*% >0.80* >0.90% >(0.80%* | <0.08** 0.06 ~

values 0.09**

CFA Model 1.463*%* 0.81% 0.78 = 0.83* 0.61%* 0.05** 0.70**
0.8%

Recommended value: *(Bagozzi & Yi, 1988; Browne & Cudeck, 1993) and **(Ryu, et al., 2003)

Hypothesis testing:

To conclude the validity of the path in this study, the statistical significant of all the structural parameter values
are determined. Not all the standardized path coefficients of the investigated models have relatively acceptance
significance level, only one variable has significant value of 0.003. The result of this analysis shows in below
table.

Hypothesis | Path Path Std. Error Critical P-Value Remarks
coefficient Ratio

H1 FOS —» WFC | 0.125 0.117 1.065 0.287 Not
supported

H2 10S —» WFC -0.152 0.169 -0.902 0.367 Not
supported

H3 FSS—» WFC 0.057 0.105 0.543 0.587 Not
supported

H4 WFC—p ETI 0.359 0.122 2.940 0.003** Supported

*** Significant at p < 0.001, and ** Significant at p < 0.01 in Ryu, et al., (2003)

5. DISCUSSION

The aim of the current study is to investigate the association between support and WFC, to investigate the
association between WFC and outcome (employee’s turnover intention) among female employees. Based on
results this study shows that the relationship between the formal organizational support and WFC is (B=0.125
and p>0.01), it indicates that the hypothesis 1 is rejected. As previous studies show that, the formal
organizational support is negatively associated with WFC (Anderson et al., 2002, Bond et al., 2003). The
reason is the cultural difference between the Pakistani context and western cultural.

As same with informal organizational support (B=-0.152 and p>0.01) is also not associated with WFC. The
second hypothesis is rejected. The result of previous studies indicates that informal organizational support
reduces the WFC (Carlson & Perrewe,1999; Thompson &Prottas, 2005). The result of this hypothesis is
convergent with previous studies. According to Hsiao &Mor Barak (2013) indicate that the supervisor support
has no influence on reducing the WFC. The supervisor is more concern with career oriented and advancement
and less committed with employees and their work role (Coffey et al., 2009).

Similarly, family social support is not related to WFC (B=0.057 and p>0.01), therefore hypothesis 3 is
rejected. As literature shows that family social support helps to reduce the WFC (Elliott, 2003). As Pakistan
is collectivism, masculinity and high power distance (Hofstede, 2013). Therefore, in Pakistani culture, the
family is high involved in home functions. These involvements are not helps to reduce the work family conflict
either they received support from their family

The findings indicates that WFC is positively associated with employees’ turnover intention (B= 0.359 and
p<0.01). Hence, fourth hypothesis is accepted. Therefore, WFC is clarified as a large amount of alteration in
female employees regarding intention to quit the organization. This result is consistent with pervious study



that illustrates WFC directly linked to turnover intention (Aminah&Zoharah,2010; Pasewark&Viator,2006).
When employees faced low conflict then their intention to quit may also low.

In practical implications, while employees’ turnover intention create a negative impact on the organization
performance. Nowadays organizations faced high cost due to turnover. This study shows the turnover intention
in female employees and suggests positive steps to improve human resource polices in organizations to
overcome the problem. This study has shown that WFC is directly linked to employee’s turnover intention
due to lack of flexibility and support at workplace. The private sectors are considered as extensive working
hours, and works shift at irregular working times. Therefore, female employees faced problems to create
balance between family and conflict. This study also suggests that organization should focus on support to
reduce the WFC and the nature of support should be same as employees need. It provides suggestion to
manager that try to understand the need of female employees and give them support to handle the WFC.

In conclusion, the result shows that WFC indicate an important role in explaining employees’ turnover
intention among female employees in service sectors. However, support could not explain the WFC. However,
the employees are doing struggle to perceive more organizational support and strong family bound to chase a
professional career. In this culture, the women involvement is very high in household responsibilities so the
family support is not playing an important role to reduce the work family conflict.

Limitation and Future recommendation:

The limitation of this study is that it used convenient sampling technique, which may generate issue of
generalizability. Another limitation is cross-sectional study that conducts at one point in time and limited
access to collect data from different organization.

Future research should focus on longitudinal research design and comparative study for better inside. In future,
the data should gather from different sectors to get better understanding the issues of work family conflict in
female employees. In this manner, future research should focus on different approaches to determine the issues
amongst work and family.

REFERENCES

Adams, G. A, King, L. A., & King, D. W. (1996).Relationships of job and family involvement, family social
support, and work—family conflict with job and life satisfaction. Journal of Applied Psychology, 81,
411-42

Allen, T. (2001).Family-supportive work environments: The role of organizational perceptions.Journal of
Vocational Behavior, 58, 414-435

Aminah, Ahmad.,&Zohrarh, Omar (2013). Informal workplace family support and turnover intention: Testing
a mediation model. Journal of Social behavior and Personality, 41(4), 555-556

Aminah, Ahmad.,&Zohrarh, Omar (2010). Perceived family supportive work culture, affective commitment
and turnover intention of employees.Journal of American Science, 6(12), 839-846

Anderson, S. E., Coffey, B. S., &Byerly, R. T. (2002).Formal organizational initiatives and informal work
practices: Links to work family conflict and job-related outcomes.Journal of Management, 28 (6),
787-810

Bagozzi, R. P., & Yi, Y. (1988).0n the evaluation of structural equation models.Journal of the Academy of
Marketing Science, 16(1), 74-94. doi:10.1007/BF02723327

Beehr, T. A., Farmer, S. J., Glazer, S., Gudanowski, D. M., & Nair, V. N. (2003).The enigma of social support
and occupational stress: Source congruence and gender role effects.Journal of Occupational Health
Psychology, 8, 220-231

Behson, S. J. (2002). Coping with family-to-work conflict: The role of informal work accommodations to
family.Journal of Occupational Health Psychology, 7, 324-341

Beehr, T.A. & McGrath, J.E. (1992).Social support, occupational stress anxiety. Anxiety, Stress, and Coping,
5, pp. 7-1

Bird, S. R. (2006). Theorizing masculinities: recent trends in the social sciences. Gender Studies Journal of
Eastern Europe, 30(5), 687-708

Bond, F. W., &Bunce, D. (2003).The role of acceptance and job control in mental health, job satisfaction, and
work performance.Journal of Applied Psychology, 88, 1057-1067

Bond, J. T., Galinsky, E., &Swanberg, J. E. (1998).The 1977 national study of the changing workplace. New
York: Families and work Institute.



Browne, M. W., &Cudeck, R. (1993).Alternative ways of assessing model fit. Sage Focus Editions, 154, 136—
136

Clark, S.C. (2001). Work cultures and work/family balance. Journal of Vocational Behavior, 58, 348-365

Carlson, D. S., &Perrewé, P. L. 1999.The role of social support in the stressor—strain relationship.Journal of
Management, 25: 513-540

Carlson, D. S., &Kacmar, K. M. (2000). Work—family conflict in the organization: Do life role values make a
difference? Journal of Management, 26, 1031-1054

Coffey, M., Dugdill, L., & Tattersall, A. (2009).Working in the Public Sector: A Case Study of Social
Services.Journal of Social Work, 9(4), pp. 420-442.

Ducharme, L. J., & Martin, J. K. (2000).Unrewarding work, coworker support, and job satisfaction a test of
the Buffering Hypothesis. Work and Occupations,27(2), 223-243

Elliott, M. (2003). Work and family role strain among university employees. Journal of Family and Economic
Issues, 24, 157-181

Frone, M. R., Yardley, J. K., & Markel, K. S. (1997). Developing and testing an integrative model of the
work-— family interface. Journal of Vocational Behavior, 50, 145-167

Grzywacz, J. G., & Marks, N. F. (2000).Re-conceptualizing the work and family interface: An ecological
perspective on the correlates of positive and negative spillover between work and family.Journal of
Occupational Health Psychology, 5(1), 111-126

Greenhaus, J. H., &Beutell, N. (1985).Source of conflct between work and family roles.Academy of
Management Review, 10, 76-88

Hall, D. T. (1972).A model of coping with role conflict: The role behavior of college-educated
women.Administrative Science Quarterly, 471-489

Hayghe, H. V. (1990). Family members in the labor force. Monthly Labor Review, 113, 14-20

Hofstede, G. (2013). The Hofstede Center. Retrieved 15 May, 2015, from http://geert-hofstede.com/

Homans, G.C. (1958). Social behavior as exchange.American Journal of Sociology, 63: 597-606

Hsiao, H. Y. &Mor Barak, M. E. (2013). Job-related stress, social support, and workfamily conflict among
Mexican workers in a multinational company: A case study of a Korean-owned, US-branded former
“sweatshop” in Mexico. International Journal of Social Welfare

Ibrahim, H. I. (2014). The relationship between job stress, co-worker support and organization-based self-
esteem: A survey across different occupations, Journal of Arts, Science & Commerce, 69-78

King, L. A., Mattimore, L. K., King, D. W., & Adams, G. A. (1995).Family support inventory for workers: A
new measure of percieved social support from family members.Journal of Organizational Behavior,
16, 235-258

Loscocco, K. A., &Spitze, G. (1990).Working conditions, social support, and the well-being of female and
male factory workers.Journal of Health and Social Behavior, 31, 313-327

Ma, H., Tang, H., & Wang, B. (2008). A study on informal organizational work family support, work family
enrichment and work family conflict of Chinese employees. International Colloquium on Computing,
Communication, Control and Mangement, 319-329

Morrell, K., Clarke, J., & Wilkinson, A. (2004).The Role of Shocks in Employee Turnover.British Journal of
Management, 15, 335-349

Noor, S., &Maad, N. (2008).Examining the relationship between work and life conflict, stress and turnover
intention among Marketing Executives in Pakistan.International Journal of Business and
Management, 3(11), 93-102

Pasewark, W. R., &Viator, R. E. (2006).Sources of work-family conflict in the accounting
profession. Behavioral Research in Accounting, 18(1), 147-165.

Perry-Smith, J. E. (2006). Social yet creative: The role of social relationships in facilitating individual
creativity. Academy of Management journal, 49(1), 85-101

Ryu, S., Ho, S. H., & Han, I. (2003). Knowledge sharing behavior of physicians in hospitals.Expert Systems
with Applications, 25(1), 113-122. doi:10.1016/S0957-4174(03)00011-3

Soon, A., Quazi, H.A., Tay, C., & Kelly, K. (2005).Studies on the Impact of Work-Life Initiatives on Employee
& Firm Performance.Executive Report for Public release

Spector, P., Allen, T., Poelmans, S. A. Y. & Cooper, C. L. (2009). An international comparative study of
work-family stress and occupational strain.In: Poelmans, S. A. Y. (ed.) Work and family: An
international research perspective. Lawrence Erlbaum Associates, Inc

Thomas, L. T., &Ganster, D. C. (1995).Impact of family supportive work variables on work—family conflict
and strain: A control perspective.Journal of Applied Psychology, 80, 6-15

Thompson, C. A., &Prottas, D. J. (2005).Relationships among organizational family support, job autonomy,
perceived control, and employee wellbeing.Journal of Occupational Health Psychology, 11, 100-118


http://geert-hofstede.com/

Thompson, C. A., Jahn, E., Kopelman, R., &Prottas, D. (2004).The impact of perceived organizational and
supervisory family support on affective commitment: A longitudinal and multi-level

Thompson, C. A., Beauvais, L., &Lyness, K. S. (1999).When work—family benefits are not enough: The
influence of work—family culture on benefit utilization, organizational attachment, and work—family
conflict.Journal of Vocational Behavior, 54, 392-415.

Ward, L. (2007). Women: taking care of business, the government suggest becoming an entrepreneur is the
perfect way of women to achieve work-life balance, but is it all it is cracked up to be. The Guardian
(UK), 16 March

http://smallbusiness.chron.com/turnover-rates-effects-organization-10084.html (Root, 2011)



“Investing in Youth for a Sustainable Future”

Stream:; Economics and Business



THE FORTH INDUSTRIAL REVOLUTION -
DANGER OR OPPORTUNITY?

S. SADIKHOV
Faculty of Informatics and Engineering Sciences,
Institute of Automation and Industrial IT,
TH Koeln, Germany
Email: suleyman.sadikhov@smail.th-koeln.de

ABSTRACT

Until reaching “The Fourth Industrial Revolution” with the use of state-of-the-art technologies, humanity
experienced three big eras starting with developed utilization of steam power, then the invention of electricity;
and further advancement by introduction of ICT and automation technologies to factories. Originating its name
from the German term “Industrie 4.0”, this latest industrial revolution is also named differently as “Digital
Enterprise”, “Smart Factory” and so on. But this end-to-end digitalization happens not only on factory
production level but also for outer market; and more precisely analyzed data from all interconnected devices
helps to optimize production process better. Thereby, in one side, pollution and consumption of resources in
business and production, and maintenance cost will decrease; in the other side, product quality and customer
satisfaction will increase.

Beside all beneficiary sides, the main impeding factor for this revolution from the society and the youth is the
increasing risk on loss of jobs. While many new fields and jobs will come up with new industrial revolution,
the loss of more amounts of jobs by automation is undeniable reality. In this point, employers have to take
responsibility on retraining of their employees to gain them required skills for new positions. At the same time,
governments have to think about new educational systems for schools and universities to prepare our next
generations more pursuant and adaptable to the new era.

It can be seen that, many of these problems mentioned above occurred when the Industrialization appeared
and the revolutions altered each other. Also, some other undesirable changes and drawbacks as degradation of
resources, climate change, chronic diseases, inequality, lost and forgotten values and traditions are
consequences of industrialization and urbanization. Of course, all of them happened on behalf of better life
conditions, progress of societies and economies. Now this Fourth Industrial Revolution will give us a chance
to reshape the future of our business, economy and to bring more social profit to our life and eliminate the
drawbacks to humanity and our world.

Keywords: Industry 4.0, Industrial Revolutions, Automation, Smart Factory

INTRODUCTION

Digitalization does not sound as a futuristic term in today’s world any more. However this conception is not
an obstacle for a revolution as “Industry 4.0” occurring in this field. Description to this phenomenon can be
given as below:

-Industry 4.0 is a name for the current trend of automation and data exchange in manufacturing technologies.
It includes cyber-physical systems, the Internet of things, Al, cloud computing, 3D-printing and cognitive
computing.

On the other word, Industry 4.0 is the next advancement level of industry stage and is the evolutionary result
of the previous three industrial revolutions, where The First Industrial Revolution was the use of water and
steam power in mechanical factories, which is known as beginning of Industrialization (1784). The second
come up with the invention of electricity and result in mass production on assembly lines (1854). The
following was Digital revolution, which is advanced by introduction of ICT and Automation technologies to
factories (1970).

For this reason, distinguishing characteristics of tree previous industrial revolutions and development of
manufacturing systems in this evolutionary movement are given in the paper, before giving the definition to
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its technological features. Then advanced technological innovations of Industry 4.0 are explained which bring
The Second Machine Age. Erik Brynjolfsson and Andrew McAfee of MIT outlined what they call the dawn
of the Second Machine Age (2MA), which classifies a shift to the automation of knowledge. The first machine
age was about the automation of manual labor and physical strength. In the 2MA, the technological progress
in digital hardware, software, and networks is about the automation of knowledge (Gleason, 2018).
Afterwards, impact of automation and other apllications to our every-day life, economy, society, environment
is discussed.

1. CHRONICLES OF THE INDUSTRIAL REVOLUTIONS
The First Industrial Revolution

Before industrial revolutions, most of the works were being done by hand in workshops by craftsmen. This
kind of production was requiring a lot of time and money for each item, while they were unique and
distinguished.

Increasing population of big cities increased demand for goods, fostered invention and development of new
machines such as steam- and water-powered machines, which doubled productivity by many times by enabling
the use of other energy sources (for example, fossil fuel) addition to human and animal one. Great Britain
pioneered this process in 1760, known as The First Industrial Revolution or Mechanization. This process
expanded to different countries (mainly Western European, USA and later Japan) over a period of a century,
resulting in shift from agrarian economy to industrial economy and birth of many new fields of manufacturing.

While reducing time, physical human labor and danger on production compared to the preindustrial era,
machinery of this revolution had many limitations as big size, complexity, high prize and difficulty to supply
power sources in the terms of location and transport. Further development of machines and introduction of
electricity in manufacturing addressed these issues by giving the way to The Second Industrial Revolution.

The Second Industrial Revolution

As mentioned above, The Second Industrial Revolution started with introduction of electricity and assembly
line (flow shop production layout) in manufacturing systems. In this period, economy changed to its new form
- economy of scale by mass production in factories. Mass production, or the American system of production,
began with the introduction of the Henry Ford moving assembly line at Highland Park near Detroit, Michigan
and reached its peak after the end of the World War Il when demands for products were very high (Hu, 2013).

Car manufacturing with production lines was designed based on the series of different process requirements,
and factories in chemical industry were designed based on the continuous flow of materials (Hayes et al.,
1984). Production line or assembly line was a new layout form of manufacturing systems that was joining
different subcomponents and parts of production flow. This division of the parts and subcomponents led to
specialization of workers on certain repetitive task of their responsibility, therefore this resulted in greater
productivity with shorter process time and lower costs.

Although high amount of goods was very efficient and effective for productivity, product variety in this
dedicated manufacturing was very low than ever. Difficulty for integration to market or even impossibility of
new product introduction was another reason to think about a new conception for manufacturing and industry.

The Third Industrial Revolution

This Revolution happened when the world entered to Machine Age. Electronics, Internet, computers and other
information technologies was this age’s inventions triggered Industry 3.0%. Digital automation of production
started with the introduction of PLCs? and spread all kinds of industry. With the help of PLCs, optimization
of the processes in the factory became easier; and production became just-in-time with higher quality.
Computer integrated and computer aided manufacturing progressively increased safety of employees,
collaboration with customers and integrity of control functions to management level which means better
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flexibility to changes in volume and variety of market demand compared to mass production of former
manufacturing system. Continuously operation cost decreased and functionality reached its current level.
Tools of Industry 3.0, all these technologies, increased demand for high skilled workers and made STEM?®
education more popular.

All of them started transformation from labor-based economy to knowledge-based economy, which decreased
importance and need for workers who are doing mainly repetitive tasks on production line of mass production
factories. On one side, it is very cost-effective process, to alter expensive human labour to cheaper machine
task. On the other side, this trend brings many social problems and difficulties for many countries
unemployment, lack of suitable education system, etc.

Though Industry 4.0 seems to have similar challenges in the beginning phase, it is expected to address them
by initiating new social innovations and human-centered technological advancements.

THE FORTH INDUSTRIAL REVOLUTION FROM DIFFERENT ASPECTS

The Fourth Industrial Revolution refers to the development, deployment, and exploitation of holistic smart
systems that integrate technology, humanity, and biology so that they can deal with old and new socio-
economic and environmental challenges, taking into account the specific characteristics of the context at the
hand. The manifestations of this combination define the technology landscape of the Fourth Industrial
Revolution, including the following key dimensions: connectivity; big data; automatization; intelligent agents,
robotics; machine learning; artificial intelligence; block chains; sensors; virtuality; 3D printing; and
augmented reality. Independent from the adopted ontology and terminology, the Fourth Industrial Revolution
represents a paradigm shift with a new wave of innovations characterized by the digitization of business,
society, and our lives. These innovations will increasingly transform how organizations and institutions do
businesses, operate their productions, affect society, and make their ecological footprint as well as how people
live their lives. (Lee, 2018)

1.1 Technological aspect
1.11 Digital transformation — Smart Factory

Digitalization and Smart Factory is the founding element of Industry 4.0. This digitalization movement takes
its beginning with the automation of lower level production and product design, and complete on digitalized
services by adding all middle steps as production engineering, production planning and production execution.
This holistic approach to digitalization of the businesses results in Digital (or Virtual) Twin of factory.
Comparing to preceding control and simulation technologies, digital twin is a further level of digital
transformation that each element of the factory is involved, which enables simulation and test of the factory
itself as a product. As the result, engineers can execute fail-safe experiments for optimization and increasing
productivity, at the same time with (or even before execution) production without time loss and brake.

The monitoring of actual processes and machinery takes place in the physical world and returning sensor data,
will then be linked to virtual models or models created via simulation. Process engineers and designers can
then customize, alter, and test changes or upgrades in complete isolation, without affecting the physical
processes they have virtualized. With the help of this “virtual twin”, we reduce time and risk while developing
and testing the product and production process.

Digital transformation enables all layers of manufacturing processes from shop-floor technological processes
to organisational processes, such as supply chain, logistics, material usage, and product lifecycle management,
to integrate in an overall platform.

As this integration happens both horizontally (between modules of technical production) and vertically (over
organizational layers of enterprise), any type of business regardless to its size, being small-sized enterprise or
conglomerate, achieves more flexibility on decision-making to adapt rapid changes and to alter production to
address a customer’s preference in the production design.
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1.1.2 CPS with Industrial IoT

The vision of this smart factory, which is the core of Industry 4.0, requires a smart network of production
facilities and machinery that called Industrial Internet of Things (IloT). Once The Internet was invented, it
was a new way of sharing information between people. Quick development and increasing number of smart
mobile technologies that able to connect to The Internet and to collect data from one another, which is
processed by many applications we use in our everyday life to gain information, formed IoT. In Smart Factory,
technological modules of industrial processes gain this ability to connect and communicate between each other
they are all together constitute Industrial loT. These modules are Cyber-Physical Systems.

Cyber-physical systems (CPS) (i.e. mechatronic devices with wireless connectivity) communicate and
coordinate with each other through IoT in order to manufacture customised products (Hermann, 2016)
Computing and communication capabilities will soon be embedded in all types of objects and structures in the
physical environment (Rajkumar et al., 2010). Applications with enormous societal impact and economic
benefit will be created by harnessing these capabilities across both space and time. Such systems that bridge
the cyber-world of computing and communications with the physical world are referred to as cyber-physical
systems and interact with the physical world, and must operate dependably, safely, securely, and efficiently
and in real-time (Rajkumar et al., 2010).

CPSs have embedded sensors and the strict serial line is no longer fixed, it becomes flexible; CPSs can
communicate with one another over wireless radio links, which enables one CPS to take over the task of a
failed CPS. This ability for CPS to self-diagnose and check the status of the production line and then take
appropriate collaborative action provides for improved availability and resilience (Alasdair, 2016).

The design principles of Smart Factory given by Lucke et al. (2008), which show how CPS meet requirements
emerging from these principles, are as followings:

* Interoperability: CPS, persons and companies are connected through communications networks.

* Decentralisation: CPS is capable of taking autonomous decisions.

* Modularity: CPS is designed to be modular with plug and play characteristics.

* Real time: Monitoring of factory conditions and resources data.

* Virtualisation: Factory and resources data are updated in a virtual model for monitoring and model simulation
purposes.

» Service oriented: CPS, persons and companies offer their services through the Internet of services (IoS) — in
a similar way to cloud manufacturing.

Al in analysis

The rapid increase over the last decade in data volumes, cloud storage, ubiquitous network connectivity has
enabled analysis of operational data that was previously impossible. Industries find themselves facing the
prospect having to use new data in their manufacturing operations. Development of the field of Artificial
Intelligence (AI) makes possible the use of this data for optimization of production process to enhance product
and service quality, and decrease energy consumption with higher efficiencies. Furthermore, analysis on the
all parts of value chain and product market allows real-time decision-making for flexible manufacturing to
fluctuating marketplace which is crucial for existence of any producer.

MES to Smart ERP

As CPS interfaces with one another directly, they do not require a MES system so that removes another
potential point of failure. It is very important, because any failure in MES can block the whole production
line. More importantly, removing the MES mitigates the issues with interface mismatching and
reconfiguration, which was a major pain point with the previous topology.

With the MES becoming redundant to our smart design, the ERP system now becomes a smart ERP (SERP),
and it communicates directly with the CPSs to control the production of products, to learn the real-time status
the whole production system from sensor data. As the result SERP connects production line in the factory with
the entire value chain.



Augmented Reality with RFID

This is a new form of human-machine, machine-machine, and machine-product interactions. The
miniaturization of RFID tags enables products to be intelligent and to know what they are, when they were
manufactured, and crucially, what their current status is and the steps required reaching their desired state. By
doing so, machines can load the correct parts and programs to handle each component dependent on their
configuration. A simplistic example of this can be from food industry as jam production line. If we want to
produce different types of jams in one production line at the same time, we use RFID tag embedded on the
bottle to be identified by machines automatically and processed further in accordance with its type. This
enables customization of products during manufacturing, which can lead to profitable production of even lot
sizes of one.

As RFID tags are not fragile, can be read independently from the speed and the distance of the product (very
good compared to NFC?), it is a perfect application for Smart Factory.

Businesses are increasingly looking to reduce the maintenance and training overheads associated with
production, marketing, and after-sales support. Operator can easily change the configuration and settings of
the system with the help of this technology in absence of expert-assistance. Manufacturers are turning to
augmented-reality-based systems to enhance their maintenance procedures while lowering the costs of having
experts on site.

1.1.3 Additive Manufacturing

At the same time with technologies as Digital (or Virtual) Twin, Augmented Reality, Additive manufacturing
technology of smart factory will eliminate the border between real and virtual world. 3D printing technology
is the way of transfer digital data to a physical object. This technology makes design process easier and reduces
time while enabling quick prototyping and proof of concept design for manufacturers, and even for customers
in the terms of small batch production of customized productions.

12 Environmental aspect

The first three industrial revolutions led to many of our current environmental problems as unsafe levels of air
pollution for 92% of the world’s population, climate change, the depletion of fishing stocks, toxins in rivers
and soils, overflowing levels of waste on land and in the ocean, and deforestation can all be traced to
industrialization (Herweijeret al., 2018).

Although each new industrial revolution has risen with the purpose of solving destructive effects of the
previous one, some of these problems still remain as global risk. Electrification of industries after The Second
Industrial Revolution decreased extensive use of water resources to some extent, and was helpful to abate air
and water pollution compared to former types of factories. Application of new technologies over the last
decades, introduction of automation increased efficiency and better optimized production processes,
consequently resulted in less consumption of resources and less pollution to environment. However, that is
not yet enough to cure all damages caused to our ecosystem and prevent their consequences, as environmental
pollution, global warming and climate change.

All these devastating changes require a fast action be taken to diminish them and their negative results.
Industry 4.0 not only drives productivity to a new level, but also increases efficiency and effectiveness on use
of energy and natural resource, which brings new opportunities for sustainable environmental protection. An
example to this can be The SEWC® plant, which recently received LEED® certification at the gold level.
Compared with similar buildings, the plant uses about 2,500 metric tons less water, discharges about 820
metric tons less CO,, and saves about €116,000 in energy costs each year thanks to smart building technology.
The plant is the first in Chengdu to receive LEED Gold certification.

Another significant character of Industry 4.0 is to realize transition to cycling and customer-oriented economy,
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which lead to less industrial and household waste, and conservation of resources. Transformation from mass
production to customized production can change consumer philosophy and eliminate mass consumption which
is the one of main causes for our ecological problems.

Social and Economic aspect

The most motivating think about Industry 4.0 is its profound advantages such as increased competitiveness of
business and productivity, higher revenue, better employment opportunities, enhanced human and IT resources
management, delivery of diverse customer services. But developed countries such as US and Western
European member states will benefit more from these advantages.

Reversed flow of FDI” is going to be one of the important challenges for developing countries. Furthermore,
manufacturers in high-wage countries that for many years found it cost effective to outsource the
manufacturing to China, India, Brazil, Russia, or to Eastern European countries will now be able to take a
different approach and it will mitigate the low wage advantage of competitors. South American, Asian, and
East European nations will find that they too will need to embrace the fourth industrial revolution as their
economies, which are built on the back of industry 3.0 practices will no longer sustainable, when the low wage
advantage is removed from the equation.

Additional challenges for developing economies might be a widening technology and knowledge gap, its
implications on skills, rising inequalities, and gender equality. Often, developing countries have missed earlier
technology waves, resulting in large GDP® and productivity gaps and therefore wide differentials in terms of
welfare; failing to take advantage of Industry 4.0 risks accentuating such gaps further.

To enable developing countries to respond to the challenges of Industry 4.0, the international community has
to take collective actions and pursue new innovative partnership approaches for delivering and strengthening
its portfolio of services to address market failures related to the uptake of new technologies and business
models (UNIDO, 2016)

The report by Mckinsey Global Institute, named “Harnessing Automation for a Future that Works”, used data
from 54 countries which covered 78% of the global labour market to calculate the likelihood of automation.
The data shows that 50% of current jobs in agriculture, forestry, fishing, and hunting, representing 328.9
million employees, are potentially automatable. For manufacturing, 64% of current jobs are automatable,
representing 237.4 million current employees. For retail trade, 54% of current jobs, representing some 187.4
million current employees are automatable. If we check this numbers from different nations perspective, can
see the similar considerably large numbers. For China 395.3 million employees are in potentially automatable
jobs, making up 51% of the labour force. In India, 235.1 million employees are working in automatable jobs.
And in the United States 60.6 million, or 46% of the workforce, are currently in automatable jobs. Not all
these jobs will go away, but all of them will be changed. As has been noted many times now, this is not just
about unskilled labour. This is a story of all pattern based and routine work being replaced. Lawyers,
radiologists, architects, and accountants will all see significant changes to how they work and in some areas a
much smaller demand for human labour.

For better insight to this trend, we can take a real-life example. In spite of its highly automated processes,
EWA ° nevertheless relies on people for the development and design of products, production planning, and the
handling of unexpected incidents. That is not likely to change in the near future, and despite Amberg being a
model of smart factory technology, it is a long way off being a lights-off production centre as around 300
people work per shift, and EWA has a total of about 1,100 employees.

According to the WEF “Future of Jobs” report, the top ten skills that will be needed in order of priority
by employers by 2020 are: complex problem solving, critical thinking, creativity, people management,
coordinating with others, emotional intelligence, judgment and decision making, service orientation,
negotiation, and cognitive flexibility. The skills are soft skills which are impossible to be automated by Al.

"Foreign direct investment is an investment made by a firm or individual in one country into business interests
located in another country.

8 Gross Domestic Product (GDP) is a monetary measure of the market value of all the final goods and services
produced in a period of time, often annually or quarterly.
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Hard skills for physical work and even repetitive knowledge tasks have potential to be taken by smart
technologies.

These innovations force education system to change rapidly, which is more suitable for demands of former
industry revolutions. For being responsive to the automation of knowledge and production, especially higher
education institutions have to take a collaborative action together with industry and government. More
individualized and problem-based learning can be a better form for universities. Lifelong learning and up-
skilling have to be responsibility of each individual to meet the requirements of ever-changing world.

While earlier industrial revolutions have prioritized some of the raw materials needed to fuel their factories or
cities—placing a premium on capital based in physical resources such as land, water power, coal, oil and
wood—the 4IR will place a premium on intellectual capital and in capacity for collective thought. Taken
together, these new forms of 4IR education will prepare both students and faculty for leadership roles in a
world of rapidly accelerating change, with a curriculum that develops both technical mastery and a deep
awareness of ethical responsibility toward the human condition (Gleason, 2018).

CONCLUSION

This paper aimed to present a holistic approach to the topic Industry 4.0 by giving some details of its
technological features, historical evolutionary process from Industry 1.0 with socio-economical and technical
inadequacy of the previous revolutions causing this evolution and other contributing factors.

The specific features of Forth Industrial Revolution are highlighted by outlining current challenges and
requirements we face; and many opportunities offered, such as improve performance and productivity of
production, by reducing errors and waste, increasing speed and quality and promoting circular model of
economy proposed a new way of consumption which is crucial factor to mitigate environmental problems.

Beside all beneficiary sides, Industry 4.0 has some challenges that both companies and governments meet
while they implementing. These difficulties slow down the transition process. The survey in 2015 by
McKinsey&Company, global management and consulting company, shows that, only 48 percent of surveyed
300 manufacturing leaders consider themselves ready for Industry 4.0. Seventy-eight percent of suppliers say
they are prepared (Cornelious, 2015). Latest research from Siemens Financial Services (SFS) attempts to
uncover the pathway to success and identifies these challenges to digital transformation. These are followings:
digital skills of employees, access to finance for the scale of investment, creating a culture of collaboration,
data and cyber security, comprehensive access to proof points, specialized strategic management and planning
capabilities. There are also different international concepts for Industry 4.0 that cause some of these
challenges. It is needed to uniform standards beyond specific economic areas and national boundaries. Another
impeding factor from the society is the increasing risk on loss of jobs. While many new fields and jobs will
come up with new industrial revolution, the loss of more amounts of jobs by automation is undeniable reality.
However, from another point of view, many of those jobs taken by machines were mindless tasks that workers
were enduring for making living. In this point, employers can take responsibility on training and re-education
of their employees to gain them required skills for new positions. All this notion show that actions have to be
taken globally with joining new technological innovations to social innovations for taking advantage of
Industry 4.0 and making it sustainable to solve our social, economic and environmental problems.
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ABSTRACT

The purpose of this paper is evaluating the importance of virtual currencies as well as interpreting regulations
towards money laundering and other illicit activities. The concept of virtual currency has been come to light
by Satoshi Nakamoto — founder of Bitcoin- in 2008. For a few years this field is in interest of only some
professionals. As the turnover of virtual currencies reached hundreds of billions of dollars in the recent years
and they are used as both medium of exchange and investment instrument, prominent number of academic
papers have been devoted to analyze the economic, technological and legal aspects of this innovation.
Virtual currencies eliminate the intermediary financial institutions by using peer-to-peer technology, this in
turn reduces the transaction costs and causes governments to lose control on the monetary system. Since the
monetary policy instruments are of the main economic means for goverments to intervene and take measures
consistent withcircumstances, according to many experts, development of cryptocurrencies challanges the
policymakers. The underlying technology of virtual currencies is Blockchain. Even the strongest critics of
cryptocurrencies accepts the prominence and benefits of this technology. Although recent tighter regulations
of goverments resulted in price drop and loss of confidence in the new form of money, virtual currencies
remain the most debated topic in the finance world.

In the first part of this academic work we will discuss the features, working principles, underlying technology
of virtual currencies, provide insights about valuation and determination of exchange rates. On the other hand
similarities and differences with the fiat currencies will be underlined. In the second part we will evaluate
recent and forthcoming regulations, their effect, positive and negative consequences. In conclusion we will
offer our remarks about potential regulations which we deem, will be beneficial for financial system without
undermining the governments role and virtual currencies.

Key words: Cryptocurrencies, Bitcoin, Money laundering, Mining

INTRODUCTION

Virtual currencies have gained enormous ground as a result of mass media coverage and boom in the price.
The centuries-long fiat money concept is challenged by the crypto money that stress the importance of secrecy
and privacy. Since there is no “middle man” with ultimate authority transactions take place in quasi
anonymous terms. In the traditional financial structure money is issued by the central banks and government
institutions have a duty to maintain price stability and purchasing power of money. In the cryptocurrencies
there are miners who produce new money. Mining processes requires huge computational power which in turn
take significant amount of electricity and high capacity processors. Bitcoin is the most prominent virtual
currencies but there are tenss of others as well. We can count Etherium, Litecoin, XRP, Bitcoin Cash and
others as examples.

In 2008, someone under the pseudonym “Satoshi Nakamoto” developed a cryptographic mailing list software
application and released the source code for that application under an open-source license. Bitcoin is a peer-
to-peer(P2P) version of electronic cash, according to Nakamoto, that would allow online payments to be sent
directly from one party to another without going through a financial intermediary, eliminating the double
spending for transfer fee. Virtual money was not a new concept, but there had been always a need for reliable
third party to process, validate and keep records of the financial transactions. With the advent of Bitcoin
transactions could take place directly between the parties involved. Each transaction is verified by multiple
nodes on the network which recorded the transaction on a public distributed ledger called a blockchain.

As shown on the table the most prominent virtual currency — Bitcoin had reached its peak in 17" December
2017 with touching 19,783$. Other cryptocurrencies followed the same path with Bitcoin. After sharp increase
in price governments around the globe started applying regulations or announcing intentions about the
measures the novel money begin to drop significantly.
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1. MAIN FEATURES OF CRYPTOCURRENCIES

Although there are main similarities between fiat and crypto currencies, some fundamental differences are
worth noting. First of all; the decentralized nature of latter form a cornerstone when it comes to distinctness.
Another important characteristic is limited supply. In the conventional monetary system money supply is
controlled by central banks. Therefore regulatory bodies use the money supply as a mean of monetary policy.
At the end of this, people who hold the fiat currency bear the consequences. But in case of Bitcoin there will
be maximum 21 million at the supply side and this in turn will result in value increase as the demand gets
higher.

Despite the facts that cryptocurrencies are of the hot topics in the finance and economics world, the basis of
valuation still holds unanswered questions. Critics assert that price increases are generally caused by
speculations and media coverage and has little to do with fundamental features of the virtual money. For this
reason what we observe at the price chart is the bubble. In recent times sharp rise and dramatic drop of the
cryptocurrencies value bolster their positions. But it is reasonable to note that such price movements may be
encountered in many novel financial assets and is not enough on its own to underestimate the importance of
virtual money. As noted before there is limited supply, when demand increases, so does the value. On the
other hand some important players in the market started to accept Bitcoin and other crypto currencies as a
medium of exchange, this in turn has a positive impact on the price. It is worth stating that we are currently
far from widely use of virtual currencies as a way of payment because of price flactuations. For that reason
they lacks to compete with flagship currencies. Experts both from technology and finance sphere appreciate
the significance of the underlying technology — Blockchain, many central and private banks has formed the
work groups for researching and adopting this technology to their systems.

The blockchain technology was initially developed for payment services. Supporters of virtual currencies
continuously state that presence of the intermediary bodies causes additional costs, delays and unnecessary
regulations which is intervention to the privacy. Cryptocurrencies are digitally encrypted sequences of
numbers. In the conventional financial system transactions are processed and approved by intermediary
organizations. As a result financial institutions and goverments have the control over money circulation.
Unlike the prevailing system, transactions are verified by the peer-to-peer network in the novel form and this
has some significant effects.

Blockchain require multiple parties and a shared infrastructure. The first requirement is a network. The Internet
is a suitable network, although depending upon the application, something as small as a local network is also
admissible. Next, three or more parties each need to have a device that is connected to the network, and those
devices must be running software derived from the aforementioned open source software application. After
the applications are running and can communicate with each other over the network, transactions can take
place and be recorded. It is the peer-to-peer character of the blockchain that distinguishes it from centralized
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ledgers used by financial organizations. The distinction that makes blockchain technology so beneficial is that
It represents an innovation in information registration and distribution. Much of the value of the blockchain is
that it is a large network where validators, reach a consensus that they witnessed the same thing at the same
time. For this purpose they use mathematical verification.

The security issues relating to the blockchain is maintained by a chain of cryptographic puzzles, solved by a
loosely-organized network of participants called miners. Each miner that achieved to solve a cryptopuzzle is
allowed to record a set of transactions, and to get a reward in Bitcoins. Their reward is partly comes from
newly minted bitcoins and partly from mining fees collected from all of the transactions embedded in their
blocks. The rate of minting is currently 12.5 bitcoins per block. This amount is halved approximately every
four years. As this amount decreases, Bitcoin starts to rest more and more on transaction commissions to pay
the miners for their effort and investment. The more mining power (resources) a miner applies, the better are
its chances to solve the puzzle first. This incentive-compatible structure renders miners to devote their
resources to the system, and is important to the decentralized nature of the currency. Howewer, evidence
shows that Bitcoin miners act strategically. Especially, because rewards are distributed at infrequent, random
intervals, miners form mining pools in order to decrease the variance of their income rate. Because mining
consumes huge amount of electricity and if you do not succeed to get the reward then you encounter a financial
loss. Within such pools, all members contribute to the solution of each cryptopuzzle, and share the rewards
proportionally to their contributions. To the best of our knowledge, such pools have been benign and followed
the protocol so far. Any miner may add a valid block to the chain by simply publishing it over an overlay
network to all other miners. The speed at which bitcoins are mined is measured in hashes per second. The
servers used in mining collect recent bitcoin transactions into “blocks,” then work to solve cryptographic
problems to help validate each block, making sure the ledger entries are accurate. Solving these problems
requires heavy-duty computational power operating for long periods of time. The greater computational power
a miner has, the greater the portion of compensation—this is the overarching driver for why individuals and
corporations are building megawatt bitcoin mining data centers, either to be used by themselves or for paying
customers who then have access to mining servers without having to make major capital investments in
information technology and facilities.

The decentralized nature of blockchain protects the system from the attackers and ransom ware. In fact, as
long as the attacker has less computational power than the entire Bitcoin network put together, blocks and
transactions in the blockchain become increasingly harder to replace as the chain above them grows. For that
reasonm, the key aspect of the Bitcoin protocol is its decentralization: no single entity has a priori more
authority or control over the system than others. This promotes both the resilience of the system, which does
not have a single anchor of trust or single point of failure, and competition among the different participants
for mining fees. To maintain this decentralization, it is important that mining activity in Bitcoin be done by
many small entities and that no single miner significantly outweigh the others. Ideally, the rewards that are
given to miners should reflect the amount of effort they put in: a miner who contributes an a-fraction of the
computational resources should create an o-fraction of the blocks on average, and as a consequence extract a
proportional a-fraction of all allocated fees and block rewards. In practice, some participants can benefit
disproportionately from mining, for several different reasons. An unbalanced reward allocation of this sort
creates a bias in favor of larger miners with more computational power, making them more profitable than
their smaller counterparts and creating a constant economic undercurrent toward the centralization of the
system. Even slight advantages can endanger the system, as the miner can use additional returns to purchase
more and more computational power, raising the difficulty of mining as the miner grows and pushing the other
smaller (and, hence, less profitable) miners out of the game. The resulting winner-takes-all dynamic inevitably
leads to centralization within the system, which is then at the mercy of the prevailing miner, and no security
properties can be guaranteed.

2. ILLEGAL ACTIVITIES AND REGULATIONS

Cryptocurrencies pose important risks due to their important features. As the system includes certain privacy
for transactions, some illicit activities become more frequent under the least regulated money transfer system.
Crypto money transactions occur in anonymous and rapid fashion which makes them suitable for financing
the terrorism, drug and gun business, capital flight and money laundering. There are also growing concerns
among some experts that volatile structure of cryptocurrencies can cause unstability in the monetary system
which in turn may undermine the global finance system and end up significant crisis. But The Financial

Uhttps://www.coindesk.com/information/how-does-blockchain-technology-work/



Stability Board, a global watchdog that runs financial regulation for G-20 economies, took a cautious tone in
responding to calls from some countries to crack down on digital currencies at G-20 meeting held in Buenos
Aires. "The FSB's initial assessment is that crypto-assets do not pose risks to global financial stability at this
time," board Chairman Mark Carney said in a letter on March 18. Carney, who is also governor of the Bank
of England, pointed to the small size relative of the asset class compared with the entire financial syste. "Even
at their recent peak, their combined global market value was less than 1 percent of global GDP," he said.*2

Although there is no central regulatory body or concensus among countries about the measures to be taken,
some governments take a step individually. However, as technology always develops more quickly than
legislation, comprehensive regulatory action has yet to catch up with the current state of practice.*®

The ECB (2012) report warns of the potential risk that criminals, fraudsters, and money launderers could use
Bitcoin to perform illegal activities. Most governments in the world impose some restrictions on Bitcoin. For
example, China announced on December 5, 2013 that bitcoin transactions were prohibited for financial
institutions and payment companies, while individuals could still trade bitcoins. A few countries enforced full
prohibition of Bitcoin. For example, Iceland banned bitcoin transactions because of the capital controls put in
place in 2008 to stop money flight on the kréna.

Last set of regulations issued by most government after the price for cryptocurrencies skyrocketed. Japan- the
biggest market for this money made the exchange legal. Exchanges must get license from Japanese Financial
Services Agency. In Europe some countries expressed intentions about creating the government backed
cryptocurrency, but this idea faced strong criticism by EU management. The President of ECB Mario Draghi
stated that “No country can introduce its own currency.”

In February the People's Bank of China (PBOC) which is the central regulatory authority that regulates
financial institutions and drafts the monetary policy of the country, issued a statement that “it would block
access to all domestic and foreign cryptocurrency exchanges.

Earlier this year Banc of America, Citigroup, JP Morgan Chase issued the statement that they halted the credit
card using for buying cryptocurrencies.

CONCLUSION

To sum up, cryptocurrencies introduce new form of money that differs generally from the fiat currencies.
Technological infrastructure of them is robust enough to embrace the innovation. But there are significant
drawbacks that compel goverments and regulatory bodies to think twice. If cryptocurrencies is widely
accepted as a medium of exchange, how economic and financial crisis will be dealt with in the absence of
main monetary policy tool — currencies that backed by central banks? On the other hand, how to solve
problems related to the illegal activities? Under the light of these questions we can say that at this point no
government is willing to lose one of the most powerful tools it possesses. But they understand that blockchain
technology is worth investigating and using conventional financial system for development. Also there are
some other questions that cannot be answered without experiencing. At its peak cryptocurrencies constituted
only 1% of total capital, therefore it is unknown that what will be the effect if this figure is 20 or 50%. Under
this conditions in my opinion cryptocurrencies will continue to be investment vehicle at least a few years
rather than widespread medium of exchange.
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ABSTRACT

In 2015, UN adopted a new sustainable development agenda. There are 17 particular goals and goal #4 is
"Quality education”, to ensure inclusive and quality education for all and promote lifelong learning. All
countries are solidary in recognizing universal, quality and diverse education not only as a way that positively
changes the life of the particular individual, but also as a means of ensuring sustainable growth and
development economically, socially, politically and culturally on a planetary scale. Consequently, the
development of education is especially important for countries in transition, for regions that have not yet
reached the position, which in a given time is characterized as advanced, first of all in economics, as high
income status usually entails the high quality education system and good social live conditions, and, certainly,
they are interdependent. This paper deals with these transition countries in Eurasian region, so-called middle-
income countries. In seven small parts of this research, the first of which is the introduction, and the last is the
conclusion, were consistently examined the concepts such as a middle-income trap, an educational mobility,
a brain drain, a brain gain. This study also explores the current situation in the developing countries of region
Europe and Central Asia with exclusion of high income countries, since, taking into account the theme of this
work, such countries can only act as benchmarks. Thus, here was briefly analyzed the situation in Albania,
Armenia, Azerbaijan, Belarus, Bosnia and Herzegovina, Bulgaria, Georgia, Kazakhstan, Kosovo, Kyrgyz
Republic, Macedonia, FYR, Moldova, Montenegro, Romania, Russian Federation, Serbia, Tajikistan, Turkey,
Turkmenistan, Ukraine, Uzbekistan, and the examples of Georgia and Ukraine were analyzed in more detail,
since according to the results of the study they are the middle-income countries which entered the middle-
income trap. To the data of big statistics given here, information obtained from my research interviews and
experts' opinions, which they have articulated to media, has been added. Thanks to this, the paper managed to
combine quantitative findings that help to assess the situation "from above" and qualitative findings that help
to assess the situation "from below". Through this study, educational mobility is revealed as an integral part
of modern life, designed to provide including greater mobility of people that can be tactically and/or
strategically beneficial to their home middle-income countries.

Keywords: educational mobility; middle-income trap; brain drain; brain gain

INTRODUCTION

On September 25th 2015, United Nations members adopted a wide set of goals with purpose to protect the
planet, fight the poverty and ensure prosperity for all as a new sustainable development agenda. There are 17
particular goals and each goal has specific targets to be achieved over the next fifteen years. Goal #4 is "Quality
education”, to ensure inclusive and quality education for all and promote lifelong learning.

It emphasizes that obtaining a quality education is the foundation to improving people’s lives and sustainable
development. According to United Nations vision by 2030 must be ensure equal access for all women and
men to affordable and quality technical, vocational and tertiary education, including university and guarantee
that all learners get the knowledge and skills needed to promote sustainable development and lifestyles, human
rights, gender equality, promotion of a culture of peace, global citizenship and appreciation of cultural
diversity (United Nations, n.d.).

Experts of the World Bank also put education at the forefront. Annually the World Bank's World Development
Report takes on a topic of central importance to global development, and the 2018 Report "Learning to Realize
Education's Promise" is the first ever dedicated entirely to education. According to this report education has
long been essential for human welfare, but it is even more critical in the current times of swift economic
change (World Bank, 2018, p. xi).

Thus, it is clear that all countries and peoples are solidary in recognizing universal, quality and diverse
education not only as a way that positively changes the life of the particular individual, but also as a means of
ensuring sustainable growth and development economically, socially, politically and culturally on a planetary
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scale. Consequently, the development of education is especially important for countries in transition, for
regions that have not yet reached the position, which is in a given time characterized as stably advanced, first
of all in economics, as high income status usually entails the high quality education system and good social
live conditions, and, certainly, they are interdependent.

The literature finds at least four fundamental ingredients for development and long-run growth, which are
especially relevant to countries in transition. There are strong macroeconomic stabilization policies, strong
institutions and rule of law, open and competitive markets and, what is particularly important for my research
question; it is investment in education and human capital development (Larson et al., 2016, pp. 3-4).

Respectively, the issues of education are important for each country, but for countries in transition this is
especially substantive topic, which should be taken under consideration necessary, if a society and a state are
determined to include education in the agenda, as it is one of the most significant component of comprehensive
development. Therefore it is particularly meaningful to explore the topic in all its enormity and diversity. In
this paper I would like to focus on such an aspect as educational mobility in the middle-income country of
Eurasian region.

Depending on which aspect of social and political life is considered, the fall of the so-called iron curtain,
which separated the different parts of Europe and Asia from each other, occurred approximately 25-30 years
ago. During this time, a whole generation has been born and reached maturity, information flows and
communication opportunities have become truly global due to the Internet, displacement within large
geographical agglomerations, such as the European Union, has become barrier-free, and the cost of movement
is also systematically reduced. These and other processes taking place right before our eyes simplify any
changes and, clearly, increase any mobility, including mobility of university and school students and any other
learners. Challenges of educational mobility, in turn, cause brain drain challenges and questions about the gain
of human capital. Thus, I would like to divide this complex question into several layers, discuss each of them
separately, and then perform the synthesis by connecting them again.

1. THE MIDDLE-INCOME TRAP AS A PROBABLE ISSUE OF THE MIDDLE-INCOME
COUNTRIES

Since the situation in socio-cultural area, including education, is often related with emerging issues, which are
measured in the first place by the indices, in some way or another associated with the economy, I have
considered necessary to choose the specific region based on economic challenges that it has and this state of
affairs is fixed by institutions such the World Bank, which makes research in various spheres of public life.

According to World Bank Report "Learning to Realize Education's Promise", we are facing the studying crisis.
Internationally comparable learning assessments demonstrate that people' learning skills in many middle-
income countries lag far behind what those countries aspire to. Education is a powerful tool for eradicating
poverty and promoting common prosperity, but fulfilling its potential requires better policies, both within and
outside the education system (World Bank, 2018, pp. xi-xii). It is often said about the countries, which are in
a situation of prolonged detention on the position of the region with an average income, when rapid and
meaningful for social development economic growth is no longer possible, but the high income level is not
achieved, or achieved in a short time, and then lost. Some scientists call it middle-income trap.

Consideration of situation in education sphere of middle-income countries through the prism of middle-
income trap theory seems to be an interesting opportunity to look at the challenges of socio-political and
cultural spheres in the linkage with the economic position of specific country. And this is one of the suitable
ways by which it is possible to allocate a certain region for the study by one or two researchers, since the study
of a large array of countries is mainly possible only by a team of scholars. That is why, despite the sometimes
contradictory attitude towards the theory of middle-income trap, the use of this approach for the analysis of
social issues is becoming more renowned and demanded.

According to Cai (2012), the World Bank raises the problem of a “middle-income trap” for the first time in its
report “An East Asian Renaissance: Ideas for Economic Growth” in 2007. The report shows that “middle-
income countries have grown less rapidly than either rich or poor countries”. Since then, the concept of the



middle-income trap has increasingly been discussed among economists. It has been used to illustrate the
predicaments of certain Latin American and Asian economies.

Although, many researchers disagree on the use of the concept of the middle-income trap, because some of
them hold that the word “trap” is improper, because it suggests “conspiracy", while economy cannot be
"framed". Also, some economists think that unlike the poverty trap or the vicious circle of poverty theories,
there is no economic theory available that can explain the many phenomena related to the so-called middle-
income trap. And some suppose that the middle-income trap theory lacks of empirical evidence. It is also
pointed out that over the past several decades growth performance of middle-income countries was not
significantly lower than that of high-income and low-income countries. But as the concept of the middle-
income trap nevertheless can be explained within an economic analysis framework and can be verified from
economic development experiences, this concept is might be very useful for academics and policy-makers.
By use of many economic studies Cai proves that the necessary condition for avoiding the middle-income trap
is to upgrade the pattern of economic growth from one driven by production factor inputs and resource
reallocation effects caused by transition from agriculture to non-agricultural sectors that driven by
improvement in total factor productivity, including labor productivity. It is extremely important to maintain
this factor productivity growth. And it is meaningful to deepen systemic reforms and transform public service
functions and it makes sense to accumulate human capital through education and training (Cai, 2012).

Thus, the term “middle-income trap” reflects the situation of a country with a middle income that can no
longer compete internationally in labor-intensive production, because average wages are relatively high, but
it also cannot compete with higher added value activities because the performance is relatively low. The results
that kind of situation is slow growth and less potential to improve the standard of living for more people.

The current globalization has made more challenging for middle-income regions the process of reduction of
the gap in opportunities. The intensification of innovation on a large scale is a complex process and requires
time for learning, as well as the creation of the necessary institutional structures that enable and support
innovation. But the time available to achieve competitiveness in higher value-added activities has become
shorter, and more players compete in international markets, and technology is changing rapidly. In addition,
China's rise has further increased the pressure on other middle income countries, since this middle-income
country is making its way above its weight in innovation. With more intense competition and fast-paced
objectives, the escape from the trap is more challenging and more urgent at this point in time.

All middle-income countries face this global reality. However, their ability to avoid the middle-income trap is
different from each other. This ability is due to the nature of the country's integration into the world economy
and varies depending on the economic structures, political system and already existing elements which will
make the further innovation possible (Paus, 2017).

World Bank provides classification of countries position by dividing them on low-income economies, lower
middle-income economies, upper middle-income economies and high-income economies.

According to World Bank Analytical Classifications, for 2019 FY (fiscal year), low-income economies are
defined as those with a GNI per capita, calculated using the World Bank Atlas method, of $995 or less in 2017,
lower middle-income economies are those with a GNI per capita between $996 and $3,895; upper middle-
income economies are those with a GNI per capita between $3,896 and $12,055; high-income economies are
those with a GNI per capita of $12,056 or more (World Bank, 2018). The thresholds were reduced by World
Bank compared to the previous fiscal year, 2018.

According to analysis of the movement of countries between the three main income categories (low, middle
and high) during the period from 1960 (1970) to 2009 by using relative thresholds, it is conceded that some
countries are trapped within the middle-income range: of 41 middle-income countries in 1960, 10 were able
to achieve high-income status, whereas 24 remained within the middle-income range and 7 countries fell back
to the low-income group. In particular were identified countries that have not escaped the trap: in Latin
America, e.g., Mexico and Brazil; in Europe, e.g., Portugal and Cyprus; as well as in Asia, e.g., Turkey and
Malaysia (Glawe and Wagner, 2016).

There are a lot of discussions and the resulting differing approaches that define which countries should be
categorized as countries in a middle-income trap. Some scholars adhere to a more strict quantitative
calculation, and referred to calling the country in a constant middle-income position without any changes for
20+ years as a necessary condition for determining the situation as the middle-income trap. Some scholars are
more focused on “qualitative” characteristics of country’s economics, and they still consider the situation as a



trap even the country has been changed its rate for several years (what could also be a simple consequence of
changes in the counting methodology), but if its economy is still might be described as a slowdown after a
period of development, it is middle-income country in a trap. Of course, this concept is not exhaustive and
fundamentally defining. However, it helps to orient and determine which regions should be paid attention to
first of all, and which regions can be used as benchmarks as regions successfully passed this stage.

2. THE OVERVIEW OF THE MIDDLE-INCOME COUNTRIES OF EUROPEAN & CENTRAL
ASIAN REGION AS AT 2019 FISCAL YEAR

The region of Europe & Central Asia might be considered as a single entity, based on the complex of economic
and geographical relations and proximities. According to The World Bank, the Europe & Central Asia region
includes 21 countries outside of the High income countries group. There are Albania, Armenia, Azerbaijan,
Belarus, Bosnia and Herzegovina, Bulgaria, Georgia, Kazakhstan, Kosovo, Kyrgyz Republic, Macedonia,
FYR, Moldova, Montenegro, Romania, Russian Federation, Serbia, Tajikistan, Turkey, Turkmenistan,
Ukraine, Uzbekistan.

Based on the World Bank dataset it is possible to briefly evaluate the current situation in each particular
country. All given data are for 2017 and earlier, in the absence of updates (World Bank, 2018).

In 2009, Albania crossed from the group of countries with low-middle (LM) income, where it has mostly been
from 1990 and entered to the group of countries with upper-middle (UM) income. In 2011, Albania was again
assigned to the LM group, but it lasted only one year and could be caused by many reasons, and as at the
moment the country is again in the UM group (FY 14-FY19), totally it is 8 years and today it can be formally
considered as a stable development.

In 2002, Armenia crossed from the group of countries with low (L) income, where it was from 1993, and
entered to the group of countries with LM income, where it stayed during 15 years. In 2017 (FY19), Armenia
has entered to the group of countries with UM income. How stable the situation is we will see in the future.

From 1991 to 1993, Azerbaijan was among the LM income countries and changed the position by moving to
L income group, where it was from 1994 to 2002. From 2003 to 2008 Azerbaijan took its former place in LM
income group. In 2009 (FY11) Azerbaijan has demonstrated the results of its stable growth and entered the
UM income group, where it remains to this moment.

In 1991-1993 Belarus belonged to the UM income countries group, in 1994 the country moved to the LM
income group and remained there until 2006 inclusive. In 2007 (FY09) Belarus has transferred to the UM
income countries group, and remains there for the past 11 years.

The first measurement of Bosnia and Herzegovina dates back to 1992, when the country was assigned to the
LM income group. The very next year (1993) the country changed its position and was assigned to the group
of L income countries. Bosnia and Herzegovina returned to the LM income group in 1998. In 2008 (FY10),
Bosnia and Herzegovina joined the UM income countries group and remains there for the past 10 years.

Bulgaria was in the LM income countries group for 17 years, from 1989 to 2005. In 2006 (FY08) Bulgaria
moved into the group of countries with UM income and remains there for 12 years.

The situation in Georgia looks rather unstable. In 1991-1992, Georgia was a member of LM income countries
group, for 3 years, in 1993-1995, it moved to L income countries group, then for the next 3 years, in 1996-
1998, it returned to LM income group, then the country moved back to L income countries group in 1999, this
time for 4 years, up to 2002 inclusive. In 2003, Georgia has again moved to the LM income group for 12 years.
In 2015 (FY'17), the country for 1 year went into the category of UM income countries group, but in 2016
(FY18) it moved to the LM income group again, and it remains there for the last 2 years. Totally, during these
27 years, Georgia was classified as a country with UM income for 1 year, as a country with L income for 7
years, and as a country with LM income for 19 years. Based on this data [ can assume that Georgian economics
is definitely in a trap, which was woven by many circumstances.

The situation in Kazakhstan looks much steadier, and the development is gradual. From 1991 to 2005, for 15
years, the country belonged to the category of LM income countries. In 2006 (FY08) Kazakhstan moved to
the UM income group and it stays there for the last 12 years.

Statistics for Kosovo is collected since 2008 (FY 10), in the first year of measurement the country was assigned



to the LM income countries group, and remains there until now, that is, for the last 10 years without changing
its position.

Kyrgyz Republic belonged to the category of LM income countries in 1991-1993. In 1994, Kyrgyz Republic
has moved to the group of L income countries and remained there for 19 years. In 2013 (FY15), the country
returned to the LM income group and remains there for the last 5 years.

For 16 years, in 1992-2007, Macedonia, FYR was in the group of countries with LM income. Since then,
Macedonia, FYR has moved to the UM income countries group in 2008 (FY10) and at the moment it remains
in this group for 10 years steady.

From 1991 to 1995, Moldova has been classified as a country with LM income. In 1996 Moldova moved to
the category of countries with L income and remained there for 9 years. In 2005 (FYO07), the country has
moved back to the LM income group and remains there for 13 years.

Statistics for Montenegro is calculated since 2006. Every year during these 12 years, Montenegro is classified
as a UM income country.

From 1987 to 1989 Romania was in the group of UM income countries. In 1990, the country moved in the
LM income countries group and remained there for 15 years. In 2005 (FY07), Romania rose to the UM income
countries group and is currently there.

In 1991, Russian Federation was classified as a UM income country. In 1992 Russia moved to the LM income
countries group for 12 years, and in 2004, the country moved into the UM income group. In 2012-2014 Russia
was in the H (high) income countries group, and in 2015 moved back to the group of UM income countries
and remains there, for 11 years totally.

Statistics for Serbia is counted since 2006. Each year during these 12 years, Serbia is classified as a country
from UM income countries group.

In 1991, Tajikistan belonged to the LM income countries group, and since 1992 the country has moved to the
group of L income countries. Tajikistan remained in this group for 22 years. In 2014, Tajikistan has moved to
the LM group, but in 2017(FY19) it is back to the L income countries group again. Therefore, according to
the current state of Affairs, Tajikistan cannot be attributed to middle-income countries.

10 years, from 1987 to 1996 Turkey belonged to the LM income countries group. In 1997-1998 Turkey was
classified as a country from the UM income countries group. In 1999 Turkey moved back to the LM income
group, in 2000 it moved again to the UM income group, and in 2001-2003 it returned to the LM income group
again. Since 2004 (FY06) Turkey has returned to the UM income countries group and has been there for these
14 years. Summarily, Turkey was classified as a LM income country for 14 years and as an UM income
country for 17 years.

In 1991-1996 Turkmenistan belonged to the LM income countries group. In 1997-1999, it moved to the L
income countries group. In 2000, the country returned to the LM income countries group for 11 years. And in
2011 (FY13), Turkmenistan rose to the UM income countries group and currently it remains there without
changes.

Ukraine is classified as a country from the group of LM income countries from 1991 (FY93) to 2017 (FY19)
with one three-year exception when the country moved to the L income countries group in 1999-2001. Thus,
in a period of 27 years under review, during 24 years Ukraine belongs to the group of LM income countries,
and during 3 years it was in the group with the income below.

Uzbekistan belonged to the LM income countries group from 1991 to 1998. In 1999, the situation worsened
and the country moved to the L income countries group for 10 years, from 1999 to 2008. In 2009 Uzbekistan
returned to the LM income countries group, and remains in it for the last 9 years.

The table below shows some the most recent indicators from the World Bank statistics (World Bank, 2018),
which demonstrate that all considered countries have very different population sizes, very different percentage
of the population living below the national poverty lines, and even varying level of literacy of the adult
population, but the net migration (the number of immigrants minus the number of emigrants, including citizens
and noncitizens, for the five-year period) is negative in the vast majority of these countries.



Table 1. Selected indicators of the middle-income countries in the European & Central Asian region
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Albania 2,87 -0,1 97 14,3 n.d. 93,4 -177
Armenia 2,93 0,2 100 29,4 29,8 -30,5 -161
Azerbaijan 9,86 1,1 100 6 7,6 0 37
Belarus 9,5 0,1 100 5,7 5,1 75,8 -6
Bosnia and
Herzegovina 3,5 -0,3 97 16,9 17,9 -161,4 -6
Bulgaria 7,08 -0,7 98 22,9 22,9 -24,5 -86
Georgia 3,72 -0,1 100 21,3 20,8 -305 -278
Kazakhstan 18,04 1,4 100 2,7 2,8 160 45
Kosovo 1,83 0,8 n.d. 17,6 21,1 n.d. n.d.
Kyrgyz
Republic 6,2 2 99 25,4 32,1 -138 -173
Macedonia,
FYR 2,08 0,1 96 21,5 22,1 -9 -15
Moldova 3,55 -0,1 99 9,6 11,4 -10 -12
Montenegro 0,62 0 98 8,6 11,3 -3 -8
Romania 19,59 -0,6 99 25,3 25,4 -300 -468
Russian
Federation 144,5 0,1 100 13,4 13,3 1018 1735
Serbia 7,02 -0,5 99 25,5 25,4 -100 -276
Tajikistan 8,92 2,1 99 31,3 32 -100 -82
Turkey 80,75 1,5 96 1,6 1,6 1627 -40
Turkmenistan 5,76 1,7 99 n.d. n.d. -50 -126
Ukraine 44,83 -0,4 100 3,8 6,4 -200 -165
Uzbekistan 32,39 1,7 100 14,1 15 -66 -242

3. THE EDUCATIONAL MOBILITY WITHIN AND OUTSIDE EUROPE

A great number of works are devoted to educational mobility and internationalization of education in the
modern world. According to the overview made by Deca et al., the concept of internationalization dates back
to the 1970s. This is mainly due to mobility, such as studying abroad, academic mobility, short and mid-term
exchanges or is related to educational programs such as multicultural education, international studies, regional
studies, and so on. In Europe, educational mobility is largely stimulated by research programmes and mobility
schemes, in particular ERASMUS. Since the beginning of the first programs, internationalization and mobility
have moved from a reactive to a proactive approach, from added value to the main goal. Increased competition
in higher education stimulates cooperation in the form of exchange and partnership, and therefore increases
the emphasis on mobility. Educational mobility is included in formal and non-formal curricula, students seek
to gain international experience, develop international relations and acquire the skills of intercultural
communication.

Many researchers note the paradigm shift from cooperation to competition, a more commercial approach to
international higher education. This process is led by the USA, Australia and the UK. Many European
countries continue to strive to provide free or low-cost higher education, promoting educational mobility, and
international cooperation remains as a priority. However, in the last few years, even in continental Europe, in



countries such as Denmark, Sweden, the Netherlands, there is a transition to the full cost of fees for
international students from outside the EU, and there is growing pressure on the introduction of fees. Another
trend is the reduction of the traditional gap between North and South, East and West. The growing importance
of Asia with China as a special example, the development of Latin America and Africa are also changing the
landscape of higher education, expanding the geography of educational mobility. All this brings new values,
new approaches and new relationships.

The researchers of education in the European region primarily note the Bologna process, which has been
placed in the context of international cooperation to strengthen the competitiveness of European higher
education and enhance its attractiveness in the world, creating the basis for the international dimension of
higher education, as well as for increasing student and staff's mobility in order to intensify politic dialogue,
develop cooperation through partnership and promote a recognition of qualifications obtained in one country
in many other countries, as well as the internationalization and improvement of curricula and digital learning,
and strategic cooperation and partnerships between the EU member states and the non-EU countries (Deca et
al., 2015).

From research made by Janine Wulz and Florian Rainer we can see that the main problem for mobile students
in Europe of our days and its neighboring countries is related to the financial component, which includes
tuition fees, living expenses and transport cost. Another problem is the language barrier. Language policies
vary considerably from country to country. On the one hand, these policies aim to support the integration of
international students through providing them a variety of studying courses in English language, or the
opportunity to learn the language of the country for free. On the other hand, in some countries, at the request
of a certain level, the language becomes a barrier to grants or access to higher education institutions (Rainer
and Wulz, 2015).

Thus, educational mobility, on the one hand, is due to external factors, such as the educational practices in the
student's own country, and the educational practices and policies in those countries, where he or she would
like to go. On the other hand, educational mobility is driven by internal factors, such as the financial viability
of the student and the level of his or her previous education and current motivation. The final combination of
these external and internal factors leads to a certain level of development of educational mobility in different
countries and to its certain direction (drain vs. gain).

4. THE BRAIN DRAIN VS. BRAIN GAIN

Since the publication in 1963 of the Royal society's report on the emigration of British scientists to the United
States and other countries, the ongoing public debate about the “brain drain” began, and the phrase itself has
become a common expression (Balmer et al., 2009).

Modern researchers are very actively discussing the mobile flows of so-called human resources and the
imbalance of these flows, which can be observed in some countries. These countries are characterized by a
high rate of brain drain that means a high rate of loss of high skilled intelligent people. The receiving countries,
the countries in which there is a brain gain, in turn, are faced with the need to work effectively with these
highly intellectual human resources, primarily students, developing the necessary policies and creating the
certain social circumstances.

According to Rainer and Wulz, the situation in Europe varies from country to country quite strongly. The EU
average percentage of incoming students stays in the country of studying after finishing is equal 23%. Finland
reports that 70% of the international students are staying at least one year after completion of their studies.
For Austria it is hard to make the foreign students stay, due to the insufficient prospects in work, as just few
graduated students from non-EU countries are able to stay and get a proper job. Educational migration to
Estonia is stable in the recent years, but it is not so high too, making 12% out of the whole migration. Germany,
in its turn, complains about the brain drain movement from Germany to North America, its bill goes to tens of
thousands. On the other hand, 25% of the international students request to stay after their studies in Germany,
thereby filling the gap. Similar situation is reported by the Netherlands, where more than 60% of the
international students wish to stay after the graduation (Rainer and Wulz, 2015).

So, as we can see on the big numbers example from high-income countries, the processes of brain gain are



quite spread in Western Europe region, although there is also brain drain in favor of other countries with
developed economies. But what is about the middle-income countries? It is intuitively clear that as the regions
are able to produce educated and qualified specialists and well prepared learners, they are likely to lose them
in the regions that need such the people and are able to offer them better working conditions in terms of
payment. On the other hand, as my own qualitative research for the course "Advanced Qualitative Research
Methods" has shown, people's motives are not always so straightforward.

As a part of my research on the evaluation by foreign students the studying process and international
environment at Passau University, | have conducted some tens of individual semi-structured interviews with
students and got a lot of interesting information. The majority of my respondents already had experience of
international studying in Germany or other countries, and it was mostly very good experience. All students
noted a free higher education in Germany (and/or even a scholarship) as a huge advantage and one of the main
reasons for their arrival to this country. Some students want to stay in Germany after graduation, but the
reasons vary, as the reasons to go home or to any other third country vary too.

Among the reasons to stay, beside the financial considerations, were mentioned:

a desire to reunite with the family, living in Germany, as the roots of the person are German (respondents from
Bolivia, Brazil);

a marriage with a German and the desire to build a family in the homeland of the spouse (respondents from
Norway, Poland, South Korea, Ukraine, USA, Vietnam);

a desire to stay in Germany because of disagreements with the current political situation/system in their own
country (respondents from Nicaragua, Nigeria, Pakistan, Russia, Ukraine, USA);

a desire to experience a long stay in a country with a different culture (respondents from Indonesia, Kenya,
South Korea, Vietnam);

a desire to take a break from their own country, but without having to get used to another culture (respondents
from Austria, Italy, Tyrol);

a desire to learn German perfectly for further use in their own or third country (respondents from Czech
Republic, France, Russia, Slovakia, USA).

But, of course, getting a higher income remains the most important reason, primarily for people from countries,
which economies are in transition, on the middle level.

5. THE UKRANIAN AND GEORGIAN CASES

As it can be seen from the previous sections of the paper, in the European and Central Asian region there are
21 countries that have not reached the state of the economy, which is estimated as a high-income economy. To
highlight a country as an example of brain drain vs. brain gain process from this particular set of countries, I
decided to use the concept of the middle-income trap described above. A brief analysis of the statistics showed
that Georgia and Ukraine were the most convenient examples of countries in the middle-income trap.

For many reasons, which are impossible to discuss in this short paper, Georgia and Ukraine are in a position
that at least partially falls within the description of the middle-income trap conditions. These are countries
with a well-educated population and significantly negative net migration that have been in a state of economic
stagnation for a long time. In Ukraine, this is a more sluggish and stable process, in Georgia, this process is
more unstable and jumpy.

5.1 Ukraine

According to the criterion of a long-term stay of the country's economy in a state of middle income with no
signs of changing the situation, Ukraine is the country that has fallen into the trap of middle income. Within
24 years of the last 27, the country is in the low-middle income countries group, and within 3 years even
moved to the group of low-income countries.

According to the expert on migration policy of CEDOS analytical center Andrey Solodko, regular migration
from Ukraine has increased significantly in recent years. The number of regular migration of Ukrainians has
been increasing since 2015, actually by 30% per year. Mostly people leave to work. They work in construction
and agriculture mainly in Poland, and in the service sector in Italy.

The Ukrainian expert emphasizes that the largest age group that leaves is the youth of 25-34 years, so, Ukraine
exactly loses those who can work, pay taxes, create social capital for the future. But since the level of education
of these people is unknown, respectively, he cannot say whether it is fundamentally significant brain drain, or
not. The number of people who go to study abroad has increased. About 25 thousand Ukrainian students go
abroad. But again, there are questions about the quality of this studying, because most of those people go to



study in the Humanities, where they do not need any special mathematical knowledge, chemistry, and biology,
what is evaluated by expert in a very critical way. The education is often paid, and the expert has doubts about
the quality of this education. He believes that young people leave and try to stay in a new country, that they
do not have particular targets and long-term planning of this migration.

When researchers are studying all the countries of the European Union, it turns out that Ukrainians have
received residence permits or work permits in every country of the European Union, including Luxembourg
and Iceland. The number of Ukrainian migrants to the USA, Canada, and Australia has increased. And there
are countries where the number of Ukrainians has decreased. This is Turkey, and North Africa countries, where
Ukrainians worked in the service sector and in the resorts. The expert believes that migration will increase in
Ukraine. Countries such as Poland, Czech Republic and the Baltic countries need workers, because these
countries are growing economies and also economies where their own people go to work to Western Europe,
and they would like to attract people from Ukraine for work (Anon, 2017).

In addition, according to economist Alexander Okhrimenko, the labor migration saves the economy of
Ukraine. The balance of payments of Ukraine at the end of 2017 was positive, if there was no labor migration,
there would be a huge balance of payments deficit (Anon, 2018). However, it is quite clear that this may be a
tactical solution to the problem, but not a strategy. It is hoped that the Ukrainian society, which is obviously
interested in resolving the situation, will cope with this. At the moment, experts unanimously state labor force
drain, which is automatically entail brain drain too.

5.2 Georgia

The General population census in Georgia, which took place from 5 to 19 November 2014, showed that in 13
years the population of Georgia decreased by 15% and amounted to 3.7 million people. These are those
residents of Georgia who have left the country for permanent or temporary residence since 2002 and have not
returned for more than a year. Georgian emigrants moving in, in large part, to the following countries: Russia
(21.7%); Greece (15.9%); Turkey (11.2%); Italy (10.9%); Germany (7.1%); US (5.7%); Spain (4,1%); France
(3.7%); Ukraine (3.7%); Azerbaijan (2%). At the same time, the number of immigrants in Georgia was about
185.7 thousand people at the time of the census in 2014. More than a half of these people (51.6%) came from
Russia, and the immigrants from Greece (8.3%), Ukraine (8.1%), Germany (4.3%), Armenia (3.8%),
Azerbaijan (3.7%), Turkey (3.1%), USA (1.8%), Kazakhstan (1.8%), Spain (1.3%) took the next places.
According to the census, 26.7% of Georgian population has a high education, 17.4% has a professional
education degree, while 36.7% achieved the general education (secondary education) level. The basic and
primary levels of general education achieved were indicated by 8.4% and 5.7% of the population, respectively.
The data on the level of education differs according to the types of settlements. 78.0% of the population with
high education lives in the urban settlements, 22.0% - in the rural settlements (Geostat, 2018).

Thus, it can be assumed that a kind of balance is established between the countries of emigration and
immigration of Georgians, a part of the population leaves the country forever or for a long6 but limited period
of time, a part of the population returns from emigration.

It is difficult to say about the situation of brain drain vs. brain gain on the example of large numbers at the
moment, but from my own studies of life stories and interviews with Georgians in Germany and Russia, |
would note the following tendencies (without specifying their statistical significance):

a single girl who went abroad for education returns to Georgia if there is a fiance is waiting for her, in the
absence of such, girls prefer to stay in the country of relocation;

older people prefer to return home to meet old age after a long absence;

highly qualified young professionals (both genders), who left Georgia for education and returned back, leave
again in a few years, because they feel that they are unclaimed and lose their skills;

due to the explosive growth of interest in Georgia, many people (including non-Georgians) move to Georgia
and try to establish their tourism business, but it turns out not for all, and most people go back or go to a third
country.

In general, the situation in Georgia is dual. On one hand, after the severities of the 1990s, the country was
reborn and took a big step forward. On the other hand, the level of economic development lags far behind the
potential of many Georgians, so even if they want to return their brains to their Motherland, these people often
do not find a place where they can actively prove themselves.

5.3 Summary
Due to the fact that the topic of brain drain and brain gain on the one hand is very lively and actual, and on the

other hand is very specific and open to many subjective interpretations, it is quite difficult to draw definite and
unambiguous conclusions. For example, the Ukrainian expert does not consider the loss of people studying in



the humanities and social sciences as an important loss, only representatives of the exact sciences are important
for him. However, I had the opportunity to interview several Ukrainian immigrants in Germany; these people
are IT students, a PhD student in Eastern European studies, HR managers and a lawyer. They are non
mathematicians and non chemists, but Germany is interested in them and needs them as qualified labor force.
Perhaps, as in the case of young Georgian professionals, it is always a challenge not only for people, but also
for the economy in all its diversity, if it is ready to provide suitable jobs for people with developed professional
capital or not.

I think that these processes are not without reason called flows. It is a process of continuous change, and brain
drain at one point in time does not mean that at another point in time this flow will not reverse and will not
turn into brain gain. In any case, educational mobility, which is an integral and evolving characteristic of both
Europe and Central Asia and the world as a whole, is a generally positive trend that contributes to the
development not only of each individual, but also of all societies. A conscious process of displacement with a
clear socially acceptable and individually useful objective will bring some benefits anyway, both in terms of
the dissemination of knowledge and in terms of the creation more flexible and therefore more sustainable
community.

CONCLUSION

“Education is the most powerful weapon which you can use to change the world”. It is an often quoted
statement by one of the most famous leaders of the world Nelson Mandela implies that if all people have
access to quality education it may empower people individually and might help to create a better society and
a better world order.

Nowadays, all countries whose economies are so developed that the basic needs of the vast majority of the
population are satisfied and people should not survive in the truest sense of the word, so, a more prosperous
situation gives rise to concerns of a different level. Societies in this case are more complex and peoples are
concerned about the issues of development and self-realization, brain drain and brain gain. And at this moment
education strategies to improve its quality and extract more profit from it becomes on the agenda.

There are many contradictory theories, but the mainstream idea is that better education entails higher human
development and it implies more development in various areas, more advanced society as a whole and more
hopes for better future for humanity and the entire planet. From this point of view, the study of issues related
with education seems to me the only allowable study for “powerful weapons” development.

REFERENCES

Anon. (2017) Growth of emigration: where and why Ukrainians leave. Facenews.
https://www.facenews.ua/articles/2017/311648/

Anon. (2018) Mass emigration: where and why do  Ukrainians flee?  GolosUA.
http://nk.org.ua/ukraina/massovaya-emigratsiya-kuda-i-pochemu-begut-ukraintsyi-135373

Balmer, B. et al. (2009) The Royal Society and the “brain drain”: natural scientists meet social science. The
Royal Society journal of the history of science, 63 (4). The Royal Society, pp. 339-353.

Cai, F. (2012) Is There a Middle Income Trap? Theories, Experiences and Relevance to China. China & World
Economy, 20(1), pp. 49-60.

Deca, L. et al. (2015) Internationalization of higher education—what can research add to the policy debate?


https://www.facenews.ua/articles/2017/311648/
http://nk.org.ua/ukraina/massovaya-emigratsiya-kuda-i-pochemu-begut-ukraintsyi-135373

In: Curaj A. et al., ed. (2015) The European Higher Education Area: Between Critical Reflections and
Future Policies. Springer (eBook), pp. 3-12.

Geostat. National Statistics Office of Georgia (2018) Accessed July 29, 2018. 2014 General Population
Census. http://census.ge/en/results/censusGlawe, L. and Wagner, H. (2016) The middle-income trap
— definitions, theories and countries concerned: a literature survey. Working paper.
https://mpra.ub.uni-muenchen.de/71196/

Larson, G. et al. (2016) The Middle-Income Trap: Myth or Reality? Research & Policy Briefs 1, World Bank
Group, pp. 1 — 4.

Paus, E. (2017) Escaping the Middle Income Trap: Innovate or Perish. ADBI Working Paper 685. Tokyo:
Asian Development Bank Institute. https://www.adb.org/publications/escaping-middle-income-trap-
innovate-or-perish

Rainer, F. and Wulz, J. (2015) Challenges of Student Mobility in a Cosmopolitan Europe. In: Curaj A. et al.,
ed. (2015) The European Higher Education Area: Between Critical Reflections and Future Policies.
Springer (eBook), pp. 43-58.

United Nations (n.d.) Accessed February 9, 2018. Sustainable development goals.
http://www.un.org/sustainabledevelopment/sustainable-development-goals/

United Nations (n.d.) Accessed February 9, 2018. Goal 4: Ensure inclusive and quality education for all and
promote lifelong learning. http://www.un.org/sustainabledevelopment/education/

United Nations (n.d.) Accessed February 9, 2018. Goal 4: Quality education.
http://www.undp.org/content/undp/en/home/sustainable-development-goals/goal-4-quality-
education.html

World Bank (2018) Accessed August 7, 2018. World Bank Country and Lending Groups.
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-
lending-groups

World Bank (2018) Accessed August 7, 2018. World Bank Open Data. https://data.worldbank.org/

World Bank (2018) World Development Report 2018: Learning to Realize Education's Promise. Washington,
DC: World Bank. https://openknowledge.worldbank.org/handle/10986/28340


https://mpra.ub.uni-muenchen.de/71196/
https://www.adb.org/publications/escaping-middle-income-trap-innovate-or-perish
https://www.adb.org/publications/escaping-middle-income-trap-innovate-or-perish
http://www.un.org/sustainabledevelopment/sustainable-development-goals/
http://www.un.org/sustainabledevelopment/education/
http://www.undp.org/content/undp/en/home/sustainable-development-goals/goal-4-quality-education.html
http://www.undp.org/content/undp/en/home/sustainable-development-goals/goal-4-quality-education.html
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups

RENEWABLE ENERGY FOR ENTERPRENEURSHIP BOOSTING
Andrea Gatto* Carlo Drago®®

ABSTRACT

Renewable energy is fundamental for sustainable development challenges. The development agenda
prescribes the use of renewable energy policies, considered as a pillar of energy security and overall
sustainable development. This must to be pitched in both developed and developing countries. A major policy
implication for renewable energy adoption derives from entrepreneurship boosting. This targets particularly
youth, rural, women, and vulnerable categories. In these regards, microfinance policies devoted to youth
micro-entrepreneurship enhancement in the renewable energy sector have found a wide consensus and a strong
interest in the International Community, i.e. in Sustainable Development Goals.The work exploits a statistical
approach useful to measure the energy policy effectiveness.A composite indicator on renewable energy policy
is built, exploring different approaches. The determinants of energy policy effectiveness are analyzed,
considering some other relevant variables which can be identified from the recent literature. A statistical
comparison of the different results is particularly relevant to ensure the robustness of the factual implications.
We confirm that green countries, e.g. Scandinavia, are keeping a green consumption attitude. We discover
that countries endowed with rich resources, as Brazil, are managing to perform better in terms of renewable
energy consumption. We also validate that countries that are oil exporters, as most of Arab countries, are
usually less prone to use renewable energy.

Keywords: renewable energy policy, sustainability, rural development, youth entrepreneurship, composite
indicators

1. RENEWABLE ENERGY IN THE AGENDA 2030

Energy policy is at the core of Agenda 2030. United Nations’ Sustainable Development Goal (SDG) 7 is
dedicated to reach energy security, particularly affordable and clean energy parameters, by 2030 (UN, 2015,
IBRD, 2018). SDG7 aims to "endure access to affordable, reliable, sustainable and modern energy for all”. It
stresses on ensuring universal access to electricity (7.1.1), and clean fuels and technologies for cooking
(7.1.2). Target 7.2 focuses on renewable Energy, aiming to “Increase substantially the share of renewable
energy in the global energy mix”. Finally, target 7.3 is based on Energy efficiency, aiming to “double the
global rate of improvement in energy efficiency”.

Among the energy policy goals, one turns pivotal to facilitate entrepreneurship, facilitating business
implementation: renewable energy. It must be considered that the use of renewable energy worldwide has
been increasing dramatically in the consumption trends: its consumption to arrived to 17.5% in 2015 when
in fact in 2010 it consisted in some 16.7% in 2010. The 17,5% share was made of 9,6% of modern
renewable energy — including solar and wind -, and only 7,9% of traditional biomass (IBRD,2018).

Another stylized fact to be pointed outcomes from international policy trends: world growth has led many
countries in changing consumption attitude, hence their energy consumption and energy mixes. Though,
developing countries did not always managed to couple high growth rates with consistent renewable Energy
consumptions (IBRD, 2018). Many of these countries, though, converted their industrial models towards
more sustainable, ecological models — take the case of Circular economy implemented in China as a
benchmark (Agovino et al. 2018) -.

The need of composite indicators to describe, define and gauge energy facts, arise clearly. The World Bank
(2018) considers composite indicators as a methodology to assess the national policy, where regulatory
framework turns crucial. The final goal is to progress towards sustainable energy targets. In fact, energy
security, and more particularly renewable energy implementation, is a multidimensional concept, worth to
be analysed and shaped by composite indicators. Though, the risk of aggregating complex phenomena as
renewable energy, lies in synthesising in information losses (Drago & Gatto, 2018).

In this section we dealt with the problem of renewable energy policy and energy security, framing the issue
within the Agenda 2030.Besides of thefirst part,the paper illustrates the adoption of data and methodologies
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used to build the renewable energy composite indicator in par. 2. Following, the par. 3 presents the results
acquired through the methodology chosen and presents the international ranking. Thus, in par. 4, the paper
draws some important policy implications concerning renewable energy for entrepreneurship. More
particularly, this strategy results to be valuable for youth, rural people, women, and vulnerable categories. We
finally present our conclusions in par. 5.

2. DATA AND METHODOLOGY

Composite indicators are increasingly important instruments for policy analysis sakes. Though, they need
attention on their application: albeit being highly effective on the message they convoy, synthetic indicators
raise potential critiques due to the inherent subjectivity of some choices. Composite indicators can be usefully
considered to aggregate different single indicators and obtain a unique measure; this measure can be usefully
compared between several statistical units. In the last years, many composite indicators have been developed
with the purpose of solving compelling issues and facing social phenomena (Nardo et al. 2005, Mazziotta
Pareto 2013, Freudenberg 2003). A major strength of composite indicators is the possibility to aggregate and
synthesize complex measures and give the general picture about a specific phenomenon (Saisana, M., Saltelli,
A., &Tarantola, S. 2005).In this framework, the facility to communicate synthetic indicator’s outputs and a
specific ranking to the public opinion is intuitively a lead asset.

The paper constructs a composite indicator on renewable energy. In this respect, the indicators considered are
four:

Renewable Energy (renen 2015);

Liquid Biofuels(liquid 2015);

Wind (wind 2015);

Solar (solar 2015).
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The four variables were considered as the share in total final energy consumption, computed in percentage.
We adopted WB data (2018). More specifically, they were exploited three data sources:

1. Energy balances from UN Statistics Division (2017);

2. World Energy Balances from IEA (2017);

3. World Bank analysis, based on the World Energy Statistics and Balances, from the IEA (2017);

Energy Balances, UN Statistics Divions (2017).

The data units analyzed were 206 countries, territories, and regions worldwide, including OECD and non-
OECD countries. The rationale of considering such a big dataset is to give a whole picture of the different
attitudes on renewable energy consumptions.
The variables are chosen in order to obtain a composite indicator on renewable energy. In this sense we have
considered the different indicators which can be part of our specific composite indicator. Data consists in a
cross-section dataset concerning 2015.For this scope, the designed composite indicator measures the
renewable energy, and could be consider each of the selected variable as the different components of the
composite indicator chosen. In this sense, it is possible to evaluate each indicator a relevant part of the final
composite indicator constructed.
Secondarily, we examine a complete statistical analysis, assessing both univariate and multivariate analyses.
The reason of this step is to explore the indicators as single components of the composite indicator (Nardo et
al. 2005, Saisana et al. 2013).
More specifically, we are considering eventual problems lying in the data quality, which may potentially affect
the construction of the composite indicator. At the same time, the multivariate analysis is conducted on the
different indicators in order to evaluate the existence of different correlations between the different indicators.
This moment can be useful to identify some overlapping contributions to single dimensions on the final
definition of the composite indicator, as well in this sense we observe that the different single indicators do
not show any particular strong correlation. Thus, we can consider the different single indicators as a part of
the entire composite indicator (see Saltelli et al. 2005).
The multivariate analysis based also on other statistical visual methods show no relevant association between
the different components of the composite indicator.
The composite indicator is constructed by taking into account all the different indicators in a unique composite
indicator. The different indicators are standardized in order to obtain the same scale for the different indicators.
The final components are aggregated on the final composite indicator.
For this scope, we consider all the different indicators and we build a first composite indicator using all the
different indicators weighted with the same value. The equal weighting is assessed by considering different
weightings, fact that can allow obtaining different results. The weighting is an extremely relevant problem, to



be handled carefully into the construction of composite indicators (see Becker et al. 2017 Greco et. al 2018).
A different approach is followed by Drago (2017) and Gatto& Drago (2017) which consider an approach
based on Interval Data to approach the uncertainty of the composite indicators (about Interval Data see
GioialLauro 2005).
Hence, we obtain finally the composite indicator and the rank considering the different indicators equally
weighted.
Finally, we calculate also the sensitivity analysis in which we compute 10000 different random weights of the
composite indicator.
The procedure to simulate the different weights for the components is considered as follows:
1) We simulate for each component a different “candidate” weight from 0 to 1. The single weights are
generated by a uniform distribution with minimum 0 and maximum 1.
2) The different candidate weights are summed all.
3) Thus, the final weight for the component is obtained by dividing the single simulated weight for the
total.
4) By considering the procedure, we are able to obtain a different weight related with the different
components for each simulation.

For each weighting obtained on the 10000 different simulations, we are able to compute the different
composite indicators. Simultaneously, it is computed the final rank in each simulation.

The different ranks are collected and finally averaged in order to obtain a final score for each country
examined. More specifically, the 10000 simulations are useful to analyze the sensitivity of the different results
of the composite indicator by selecting different weightings. In this sense, it is compared also the result that it
is possible to consider from the different weighting than the equal-weight scenario.

The sensitivity analysis is useful to validate the robustness of the findings, obtained considering the composite
indicator using all equal weights. When the different ranks on the sensitivity analysis tend to diverge from the
ranking obtained on the equal-weight scenario, the meaning is that there is a specific good result for some
indicator, where in other indicators there is no the same good performance.

3. RESULTS AND RANKING

We obtain a composite indicator equal-weights-based. The country ranking first is Denmark. The
Scandinavian countries perform generally well, where Sweden is second on the ranking on equal weights and
Finland is 17" of the final ranking (14" considering the analysis based on 10000 simulations and different
weightings).Brazil also shows a very good performance on the final composite indicator ranking. The result
can be explained by considering the wide and rich natural resources embedment of Brazil and the good position
obtained for each single indicator. It is remarkable the position of Portugal, ranking fifth on the final
calculation (equally weightbased) and fourth by considering the average rank between the different
simulations. This shows that Portugal seems to perform better on a single different indicator than on the other
one. In fact, where there is difference between the two rankings, revealing relevant differences on the
performances between the different indicators. Uruguay obtained good results, where its position on the equal
weight scenario is the 8™, and the result on the average rank is the 6™. Austria displays a good performance as
well: 9" in the equal weight scenario and 9™ position on the average rank sensitivity analysis.

4. POLICY IMPLICATIONS: RENEWABLE ENERGY FOR YOUTH AND RURAL
ENTREPRENEURSHIP BOOSTING

A common strategy to achieve sustainable development purposes through renewable energy is the adoption
of microfinance programs. The empowerment of the woman in the context of energy policy effectiveness
through microfinance tools is particularly relevant (Rao et al. 2009, Farhar 1998, Bhattacharyya 2013). It is
shown that ad hoc microfinance policies foster youth and rural people entrepreneurship and resilience in
least developed countries and depressed areas (Agovino et al. 2018, Gatto et al. 2015, Yunus 1999).

While the adoption of green consumption has a strong implication for environmental, societal and
institutional reasons, it is less evident and explored the economic dimension of the policy. The enhancement
of new generation energies is reputed an asset for sustainable growth and job creation around the world. It
can be considered as well as a powerful measure to tackle brain drain in depressed areas, facing economic
stagnations. It can be examined as well as a way to solve job loss issues due to long term economic crises,



not solely in least developed regions, but even in industrialized countries (Rao et al. 2009, Farhar 1998,
Bhattacharyya 2013).

It must be underlined an outstanding policy fact. In many regions of developing countries, they were
launched renewable energy programs that implied job creation and energy saving. These policies were often
boosted by microfinance programs and gender empowerment schemes. A typical example comes from the
solar minigrid implementation, that became trendy in sub-Saharan Africa (IBRD 2018, WB 2018, Rao et al.
2009, Farhar 1998, Bhattacharyya 2013). In these regards, renewable energy consumption strategies outlines
as a set powerful policy tool for innovative business implementation, to be considered in the framework of
sustainable development as development priority.

CONCLUSIONS

Clean energy is a core issue in the development agenda. More and more advises are recommended from United
Nations and the international community to solve environmental, societal, institutional and economic
problematics. A useful solution may come from the implementation of sound energy policies devoted to
renewable energy, to address entrepreneurial problems and improvements, especial considering innovative
business. In this field, microgrids creation, and in particular solar grids, was considered as a job for rural youth
in sub-Saharan Africa and developing countries. Recently, it has become an innovative strategy to tackle
economic crises and job unemployment.

This work proposed a new statistical approach for the measurement of renewable energy. We built a cross-
section dataset for year 2015. We computed a new index that considers renewable energy consumption,
regarding renewable energy, solar energy, wind energy and liquid biofuels in 2015. The new index is
considerable for practical policy implications, in particular for the field of innovative business implementation,
and job creation targeted for youth, rural people, youth and vulnerable categories. The methodology reveals
an exploratory aim in providing a higher robustness. The measures can be used for microcredit and
microfinance policies to boost youth entrepreneurship in developing countries, especially rural areas, as well
as on geographical zone affected by high unemployment and poverty.
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Appendix | - Final ranking equal weights (composite indicator 1: all the single indicators considered)

id Country score rank
48 | Denmark 9.890302 1
139 | Niue 9.871167 2
27 | Brazil 9.8665 3
108 | Liechtenstein 7.704786 4
151 | Portugal 7.038614 5
177 | Sweden 6.88536 6
171 | Spain 4.82101 7
197 | Uruguay 4.618551 8
12 | Austria 4.126822 9
10 | Aruba 3.604662 10
70 | Greece 3.52861 11
87 | Ireland 3.454447 12
109 | Lithuania 3.432025 13
67 | Germany 3.179822 14
147 | Paraguay 2.989235 15
47 | Cyprus 2.91982 16
61 | Finland 2.763288 17
110 | Luxembourg 2.481441 18
45| Cuba 2.16244 19
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90| Italy 2.135515 20
196 | UnitedStates 2.022332 21
62 | France 1.951286 22
148 | Peru 1.700691 23
154 | Romania 1.688989 24
141 | Norway 1.65947 25
195 | United Kingdom 1.656469 26
136 | Nicaragua 1.545007 27
29 | Bulgaria 1.437454 28
2 | Albania 1.348601 29
31 | Burundi 1.343766 30
58 | Ethiopia 1.339936 31
168 | Somalia 1.294314 32
82 | Iceland 1.243115 33
42 | Costa Rica 1.213201 34
182 | Thailand 1.197748 35
206 | Zimbabwe 1.174653 36
19 | Belgium 1.151034 37
118 | Malta 1.131042 38
36 | Chad 1.118919 39
192 | Uganda 1.108246 40
205 | Zambia 1.070179 41
156 | Rwanda 1.048402 42
23 | Bhutan 1.0314 43
76 | Guinea-Bissau 1.029621 44
138 | Nigeria 1.02215 45
128 | Mozambique 1.013611 46
181 | Tanzania 0.994171 47
132 | Nepal 0.973054 48
106 | Liberia 0.92289 49
114 | Malawi 0.915775 50
44 | Croatia 0.894709 51
150 | Poland 0.865958 52
64 | Gabon 0.857428 53
56 | Eritrea 0.79306 54
34 | Canada 0.782407 55
149 | Philippines 0.761006 56
137 | Niger 0.758423 57
199 | Vanuatu 0.749092 58
162 | Sierra Leone 0.702668 59
91 | Jamaica 0.666903 60
35 | Central African Republic 0.663889 61
79 | Honduras 0.663513 62
33 | Cameroon 0.662822 63
75| Guinea 0.653216 64

8 | Argentina 0.648839 65
78 | Haiti 0.646101 66
30 | Burkina Faso 0.578505 67




95 | Kenya 0.550215 68
184 | Togo 0.474975 69
165 | Slovak Republic 0.472152 70
203 | Palestine (State of) 0.462738 71
113 | Madagascar 0.436196 72
103 | Latvia 0.384494 73
74 | Guatemala 0.314656 74
135 | New Zealand 0.307315 75
133 | Netherlands 0.30258 76
57 | Estonia 0.297934 77
176 | Swaziland 0.291398 78
167 | Solomon Islands 0.258543 79
32 | Cambodia 0.249417 80
43| Cote d'lvoire 0.235542 81
174 | Sudan 0.131301 82
117 | Mali 0.128811 83
129 | Myanmar 0.128811 84
59 | Faroelslands 0.088901 85
81 | Hungary 0.085323 86
172 | Sri Lanka 0.060173 87
202 | UnitedStates Virgin Islands 0.05972 88
11 | Australia 0.052732 89
102 | Lao People'sDemocratic Republic 0.050186 90
84 | Indonesia 0.001998 91
120 | Mauritania -0.08988 92
89 | Israel -0.09957 93
38 | China -0.12497 94
188 | Turkey -0.1494 95
83 | India -0.17099 96
146 | Papua New Guinea -0.19245 97
105 | Lesotho -0.20526 98
65 | Gambia -0.22767 99
21 | Benin -0.23036 100
166 | Slovenia -0.25011 101
5| Angola -0.29669 102
93 | Jordan -0.31814 103
143 | Pakistan -0.3388 104
37 | Chile -0.36866 105
51 | Dominican Republic -0.41667 106
127 | Morocco -0.41983 107
40 | Comoros -0.44754 108
178 | Switzerland -0.46119 109
180 | Tajikistan -0.47137 110
157 | Samoa -0.51069 111
126 | Montenegro -0.51511 112
159 | Senegal -0.53564 113
145 | Panama -0.56057 114
112 | Macedonia, FYR -0.57777 115




68 | Ghana -0.587 116
25 | Bosnia and Herzegovina -0.61048 117
170 | South Sudan -0.64982 118
201 | Vietham -0.79809 119
16 | Bangladesh -0.80351 120
152 | Puerto Rico -0.81209 121
20 | Belize -0.81434 122
60 | Fiji -0.88029 123
115 | Malaysia -0.89836 124
187 | Tunisia -0.94228 125
66 | Georgia -1.00996 126
26 | Botswana -1.02767 127
130 | Namibia -1.0419 128
92 | Japan -1.06196 129
169 | South Africa -1.06949 130
134 | New Caledonia -1.08447 131
39 | Colombia -1.10161 132
77 | Guyana -1.16157 133
122 | Mexico -1.17229 134
175 | Suriname -1.17402 135
54 | El Salvador -1.19216 136
101 | Kyrgyzstan -1.23094 137
97 | Democratic People's Republic of Korea -1.2377 138
160 | Serbia -1.30197 139
99 | Kosovo -1.31737 140
98 | Republic of Korea -1.32382 141
4 | Andorra -1.3576 142
52 | Ecuador -1.38433 143

1| Afghanistan -1.40491 144
183 | Timor-Leste -1.41203 145
24 | Bolivia -1.42264 146
96 | Kiribati -1.47486 147
63 | French Polynesia -1.48066 148
9 | Armenia -1.49 149
121 | Mauritius -1.49144 150
71| Greenland -1.50773 151
161 | Seychelles -1.50836 152
49 | Djibouti -1.51307 153
124 | Moldova -1.53897 154
125 | Mongolia -1.55674 155
185 | Tonga -1.5745 156
200 | Venezuela -1.60343 157
119 | Marshall Islands -1.64277 158
53 | Egypt -1.66712 159
72 | Grenada -1.67174 160
18 | Belarus -1.67655 161
104 | Lebanon -1.68009 162
193 | Ukraine -1.68525 163




46 | Curacao -1.75109 164
50 | Dominica -1.78167 165
55 | Equatorial Guinea -1.78203 166
111 | Macao (SAR, China) -1.80942 167
88 | Isle of Man -1.91046 168
123 | Micronesia (FederatedStates of) -1.93582 169
155 | Russian Federation -1.93773 170
80 | Hong Kong (SAR, China) -1.94043 171
198 | Uzbekistan -1.95458 172
17 | Barbados -1.96098 173
116 | Maldives -1.97323 174
22 | Bermuda -1.97628 175
13 | Azerbaijan -1.97806 176
204 | Yemen -1.97913 177
94 | Kazakhstan -1.98268 178
107 | Libya -1.99016 179
163 | Singapore -2.00944 180
131 | Nauru -2.01653 181
14 | Bahamas -2.01719 182
85 | Iran (Islamic Republic of) -2.01939 183
86 | Iraq -2.03178 184
194 | UnitedArab Emirates -2.03483 185
190 | Turks and Caicos Islands -2.03996 186
179 | SyrianArab Republic -2.04174 187
186 | Trinidad and Tobago -2.05028 188
3| Algeria -2.053 189
28 | Brunei Darussalam -2.05478 190
6 | Anguilla -2.05633 191
164 | SintMaarten (Dutch part) -2.05846 192
173 | SintMaarten (Dutch part) -2.05846 193
189 | Turkmenistan -2.05882 194
158 | Saudi Arabia -2.05989 195
7 | Antigua and Barbuda -2.06024 196
15 | Bahrain -2.06024 197
41| Cook Islands -2.06024 198
69 | Gibraltar -2.06024 199
73| Guam -2.06024 200
100 | Kuwait -2.06024 201
140 | Northern Mariana Islands -2.06024 202
142 | Oman -2.06024 203
144 | Palau -2.06024 204
153 | Qatar -2.06024 205
191 | Tuvalu -2.06024 206
Appendix Il - Sensitivity analysis on 10000 simulations based on different weightings
ID Country averagerank finalrank

48 | Denmark 3.9158 1




177 | Sweden 5.3674 2
27 | Brazil 5.8182 3
151 | Portugal 6.035 4
108 | Liechtenstein 9.6339 5
197 | Uruguay 9.6967 6
171 | Spain 12.1725 7
139 | Niue 12.4316 8
12 | Austria 12.5055 9
70| Greece 16.9872 10
109 | Lithuania 18.3709 11
67 | Germany 20.7009 12
147 | Paraguay 21.3332 13
61 | Finland 21.9795 14
47| Cyprus 25.8194 15
87 | Ireland 25.9103 16
110 | Luxembourg 28.7793 17
90| Italy 30.4973 18
141 | Norway 32.1174 19
10 | Aruba 32.5625 20
58 | Ethiopia 35.4137 21
31 | Burundi 36.0372 22
154 | Romania 36.8413 23
62 | France 37.1791 24
168 | Somalia 37.7905 25
196 | UnitedStates 37.8519 26
136 | Nicaragua 38.5711 27
82 | Iceland 39.3325 28
45| Cuba 40.1111 29
206 | Zimbabwe 40.6796 30
36 | Chad 41.3049 31
148 | Peru 41.3345 32
195 | United Kingdom 42.3615 33
192 | Uganda 42.4631 34
29 | Bulgaria 43.2802 35
2 | Albania 43.4129 36
205 | Zambia 44.0979 37
156 | Rwanda 44.3787 38
23| Bhutan 46.2046 39
42 | Costa Rica 47.0689 40
76 | Guinea-Bissau 47.271 41
138 | Nigeria 48.5193 42
128 | Mozambique 49.6509 43
19 | Belgium 50.1562 44
181 | Tanzania 50.2928 45
132 | Nepal 52.0852 46
44 | Croatia 52.3244 47
182 | Thailand 52.3925 48
118 | Malta 53.4152 49




106 | Liberia 53.8001 50
114 | Malawi 54.9043 51
199 | Vanuatu 55.9935 52
64 | Gabon 56.7913 53
56 | Eritrea 57.758 54
34 | Canada 58.0188 55
79 | Honduras 58.1312 56
150 | Poland 58.5257 57
137 | Niger 59.5213 58
149 | Philippines 61.0827 59
162 | Sierra Leone 61.7269 60
35 | Central African Republic 63.2451 61
33 | Cameroon 64.2607 62
91 | Jamaica 65.3637 63
75| Guinea 65.3942 64
78 | Haiti 66.4925 65
103 | Latvia 67.7807 66
95 | Kenya 68.3036 67
30 | Burkina Faso 68.5292 68
203 | Palestine (State of) 69.3902 69
8 | Argentina 69.7743 70
135 | New Zealand 70.3155 71
57 | Estonia 71.0432 72
165 | Slovak Republic 71.5778 73
184 | Togo 71.7876 74
74 | Guatemala 73.0341 75
113 | Madagascar 73.3795 76
133 | Netherlands 73.4421 77
167 | Solomon Islands 76.8965 78
176 | Swaziland 77.0633 79
11| Australia 78.3765 80
32 | Cambodia 79.2198 81
43| Céte d'lvoire 80.6016 82
81 | Hungary 80.6712 83
172 | Sri Lanka 81.4531 84
59 | Faroelslands 81.8305 85
202 | UnitedStates Virgin Islands 81.8558 86
84 | Indonesia 82.5086 87
120 | Mauritania 83.1592 88
174 | Sudan 83.7177 89
38| China 83.7703 90
117 | Mali 84.7643 91
129 | Myanmar 84.7643 92
188 | Turkey 84.8044 93
83 | India 86.5733 94
89 | Israel 87.0856 95
102 | Lao People'sDemocratic Republic 88.1528 96
166 | Slovenia 89.7868 97




93 | Jordan 92.9607 98
37| Chile 93.2645 99
146 | Papua New Guinea 94 100
105 | Lesotho 95.2935 101
51 | Dominican Republic 95.3087 102
21 | Benin 95.9585 103
65 | Gambia 96.9524 104
178 | Switzerland 97.1577 105
127 | Morocco 97.5141 106
143 | Pakistan 08.898 107
5 | Angola 99.9103 108
157 | Samoa 101.2892 109
145 | Panama 102.4301 110
112 | Macedonia, FYR 103.1609 111
40 | Comoros 104.6276 112
180 | Tajikistan 106.1665 113
126 | Montenegro 107.0868 114
159 | Senegal 109.0955 115
152 | Puerto Rico 110.8141 116
68 | Ghana 111.5106 117
25 | Bosnia and Herzegovina 113.0692 118
170 | South Sudan 113.587 119
187 | Tunisia 114.9474 120
115 | Malaysia 115.3753 121
201 | Vietnam 118.5637 122
16 | Bangladesh 118.986 123
92 | Japan 119.8511 124
60 | Fiji 120.6332 125
20 | Belize 120.8856 126
134 | New Caledonia 121.0653 127
169 | South Africa 122.0822 128
66 | Georgia 125.5835 129
130 | Namibia 125.6514 130
122 | Mexico 126.1402 131
39 | Colombia 126.9666 132
26 | Botswana 127.5874 133
98 | Republic of Korea 131.6397 134
77 | Guyana 132.2346 135
175 | Suriname 133.507 136
54 | El Salvador 134.9185 137
101 | Kyrgyzstan 136.7213 138
97 | Democratic People's Republic of Korea 137.8406 139
52 | Ecuador 138.5736 140
160 | Serbia 139.7786 141
96 | Kiribati 139.792 142
99 | Kosovo 140.1379 143
161 | Seychelles 141.0801 144
63 | French Polynesia 142.9241 145




4| Andorra 142.9247 146
121 | Mauritius 144.9023 147
125 | Mongolia 144.9642 148

1| Afghanistan 144.9866 149
185 | Tonga 145.2399 150
24 | Bolivia 145.9298 151
183 | Timor-Leste 146.1952 152

9 | Armenia 149.1677 153
71| Greenland 151.1253 154
49 | Djibouti 152.2718 155
104 | Lebanon 152.6703 156
124 | Moldova 152.7724 157
193 | Ukraine 153.0989 158
53| Egypt 153.1428 159
18 | Belarus 154.4753 160
46 | Curacao 156.1754 161
200 | Venezuela 156.319 162
119 | Marshall Islands 156.9953 163
72 | Grenada 159.7619 164
50 | Dominica 163.4615 165
55 | Equatorial Guinea 164.4698 166
111 | Macao (SAR, China) 166.1551 167
123 | Micronesia (FederatedStates of) 168.2304 168
88 | Isle of Man 169.0995 169
80 | Hong Kong (SAR, China) 169.1785 170
155 | Russian Federation 170.2366 171
198 | Uzbekistan 172.13 172
116 | Maldives 172.7418 173
17 | Barbados 173.3352 174
22 | Bermuda 174.9637 175
94 | Kazakhstan 175.102 176
13 | Azerbaijan 176.0575 177
204 | Yemen 177.1133 178
163 | Singapore 178.4218 179
107 | Libya 178.7986 180
131 | Nauru 179.0271 181
85 | Iran (Islamic Republic of) 181.1646 182
14 | Bahamas 181.7556 183
194 | UnitedArab Emirates 183.2178 184
86 | Iraq 184.2282 185
190 | Turks and Caicos Islands 185.6673 186
179 | SyrianArab Republic 186.7638 187

3| Algeria 188.0156 188
186 | Trinidad and Tobago 188.3854 189
28 | Brunei Darussalam 189.6734 190

6 | Anguilla 190.4627 191
164 | SintMaarten (Dutch part) 191.861 192
173 | SintMaarten (Dutch part) 191.861 193




189 | Turkmenistan 193.899 194
158 | Saudi Arabia 195 195

7 | Antigua and Barbuda 196 196
15 | Bahrain 196 197
41 | Cook Islands 196 198
69 | Gibraltar 196 199
73 | Guam 196 200
100 | Kuwait 196 201
140 | Northern Mariana Islands 196 202
142 | Oman 196 203
144 | Palau 196 204
153 | Qatar 196 205
191 | Tuvalu 196 206
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ABSTRACT

In a commercial environment, where downsizing, reengineering, restructuring and high rates of
organisational turnover are common, businesses have recognised how easy it is to lose a vital element of
their intellectual property: organisational knowledge. An organization’s knowledge is built upon the
experience of the people that make up the organization and the lessons they learn. In the current knowledge-
based economy, the effective management of this knowledge is a significant challenge; people are often
unaware of the resources that lie ‘hidden’ in the heterogeneous knowledge repositories found inside large,
modern, international organizations Dzbor.

The central task for such organisations is to deal with their knowledge resources effectively, however, this
is particularly true for what are now called knowledge intensive organisations Alvesson. These organisations
and related enterprise solutions employ highly skilled staff, knowledge workers, whose role is essentially
one of problem solving. Solving problems in such organisations involve complex, knowledge-intensive
tasks such as dealing with abstraction and uncertainty or recognising patterns of organisational behaviour.
Decisions often need to be taken in a dynamic work environment and based on data retrieved from several
organisational information sources Vasconcelos.

The aim is to reveal the ways of enterprises’ competence development. The scope is management
respectively, IT, economy, business, cognitive thinking. The results suggest that firms need to establish
interaction to use external knowledge in new product development, and that this can be achieved by
providing a friendly environment that encourages employees to share their knowledge. Results explores the
effect that both the unique characteristics of the medium and personal attitudes can have on knowledge
sharing and competence management. Conclusions suggest that social loafing, the tendency to let others in
the group do the work, has a significant negative effect on knowledge sharing while object manipulation
and customization provide only a small moderating influence.

Keywords: management, economy, enterprise, organization, artificial intelligence

INTRODUCTION

In knowledge intensive organisations, organizational knowledge is a product of the expertise, experience
and skills of the individuals and workgroups that make up the organisation. This knowledge can be stored
in individual’s minds, explicitly encoded and documented in corporate information systems, or implicitly
embedded in organisational culture, rituals, policy and procedures Alvesson. To be effective workgroups in
such organizations must not only seek to exploit examples of best practice O’Dell and Grayson, improve
their efficiency Zander and Kogut, and contribute to overall organisational learning, they also need to
manage their existing skills effectively Hansen, create mechanisms to elicit ideas and innovations Hertog,
and identify new sources of information Davenport.

However, like other organizations, knowledge intensive organizations also face restructuring and high rates
of personnel turnover that can lead to problems of knowledge loss Argote and knowledge retention Olivera;
El-Diraby and Zhang. Knowledge management initiatives seek to promote the retention, sharing and reuse
of knowledge within an organization to achieve superior organizational performance Alavi and Leidner;
Lesser and Storck. Knowledge management strives to bring together various techniques for managing a
shared and organized pool of organizational knowledge Zack. If successful, knowledge management should
allow groups to coordinate their activities and share knowledge across time, function, discipline, and
business activities - despite the fact that this knowledge may be geographically distributed and stored in a
variety of different representations, Vasconcelos.

However while the motivations behind knowledge management may appear clear, there are differences of
opinion about the means by which to achieve them. The literature on knowledge management tends to divide
along two lines Grover and Davenport; Edgar Serna. The first focuses on capturing ‘explicit’ knowledge,
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codifying it and storing it in repositories for later reuse, whereas the second focuses on people and
communities as sources of ‘tacit’ knowledge. As computers are simply data processing machines,
codification is the only way to make them act as if they are able to store knowledge Kimble; consequently,
the former approach tends to rely on computer-based repositories for storage and techniques borrowed from
artificial intelligence for retrieval Liebowitz. The latter approach tends to be less technologically focused
with computers simply acting as facilitators or channels of communication in what is essentially a person-
to-person exchange Chu.

As has been noted before, in reality, all knowledge management initiatives deal with both tacit and codified
knowledge Hildreth and Kimble. Consequently it is of no surprise that in this special issue, we can find
instances of both. For example Allal-Chérif and Bououd focus principally on the role of people and
communities on managing knowledge, whereas Kimble and S&nchez-Segura focus mainly on codified
knowledge.

The concepts of knowledge and competencies are closely related Hellstrom; Lindgren and Wallstrém;
Lindgren and competence management practices are widely used in knowledge intensive organisations
Vasconcelos. Competencies are the measurable characteristics of a person that are required to perform some
specified task in a particular work situation Klendauer; thus being able to manage competencies effectively
is closely linked to superior performance as competencies represent the knowledge, skills and behaviors
that contribute to a firms success Prahalad and Hamel. Competence management aims to make better use
of human skills and knowledge Vasconcelos; Garcia-Barriocanal.

The construction of reliable descriptions of competencies, specifically the creation of consensual models
and taxonomies to represent corporate competencies, are significant organizational and design challenges,
both within the workplace and across the whole organization Abel. Over the past few decades, new research
topics have emerged and new competencies have been developed in various knowledge domains
Carayannis; Tarasov; Garcia-Barriocanal. Trends in management and web techniques, such as knowledge
acquisition and elicitation, competency mapping methods, enterprise web management and semantic web
technologies, are shaping the companies of the future Vasconcelos.

Some examples of these approaches can be found in this special issue. For example Lacheheub and Maamri
look at creating intelligent business processed using on cloud computing and multi-agent systems while
Kimble describe a system based on an ontology-driven framework.

1. DEVELOPMENT OF THE SPECIAL ISSUE

The goal of this special issue is to bring together these the two fields of knowledge and competence
management by drawing on papers from researchers, professionals, and practitioners to present recent work
in the field. In it, we present both the research challenges and the practical outcomes of applying knowledge
management techniques to competence management in a corporate setting. This special issue also aims to
show the relevance of research and enterprise approaches on competence management in the context of
knowledge intensive organizations.

Most of the manuscripts are extended versions of selected papers from the WorldCIST'15 - 3rd World
Conference on Information Systems and Technologies, which was held at Ponta Delgada, Azores, Portugal.
The WorldCIST conferences have become an important forum for researchers and professionals to exchange
ideas and experiences about research problems and corporate solutions related to information systems,
technologies, and computer science in general.

The ten papers in this special issue include surveys, literature reviews and case studies as well as articles
that focus more on the design and implementation of knowledge and competence management tools. The
application areas include education, manufacturing industry and financial services. The topics cover games,
knowledge engineering, ontologies and semantic web technologies, collaborative working and learning, and
cost management.

2. PAPERS IN THE SPECIAL ISSUE

In ‘Uncovering Hidden Process Assets: A Case Study’, SAnchez-Segura, argue that the IT industry is not
making the best use of its intellectual capital, such as process assets - the knowledge used to describe,
implement and improve processes - and provide a classification scheme that companies can use to identify
such assets. Their article presents a case study of two South American SMEs where the chief executive and
chief operations officer used their classification scheme to identify a number of process assets that had not
previously been recognized.



The world of higher education is becoming increasingly internationalized. Based on the documentation for
courses from the Institute of Accounting and Administration of Porto (ISCAP/IPP), Gongalves introduce a
model for identifying and classifying competencies and learning outcomes in higher education - the MICRA
model. The model provides an organized and systematic method for classifying course units; the article
shows how the model can be applied to Computer Science Course Units of the Accounting and Business
Administration degree at ISCAP/IPP.

Gamification - the use of game-like elements in non-game activities - is said to increase participants’
motivation and engagement. Zimmerling, present a framework to integrate gamification into cost
engineering, which they claim provides a systematic approach to managing the knowledge and
competencies linked cost reduction measures throughout the life cycle of products. In addition to describing
the framework, their article reports on twenty interviews in eight German and Austrian high-tech
manufacturing companies which lead to the conceptual model upon which the framework was based.
Cloud computing and multi-agent systems have the potential to construct new business processes in
innovative and cost efficient ways. In their paper ‘Towards a Construction of an Intelligent Business Process
Based on Cloud Services and Driven by Degree of Similarity and QoS’, Lacheheub and Maamri argue that
knowledge and competence management tends to focus on resource allocation and can have a positive
impact on costs. Their paper describes an approach to constructing business processes based on the
principles of competence and knowledge management, which identifies services that offer the same
functionality and classifies them according to their similarity and their quality of service.

In ‘Employee Knowledge Profiles - a Mixed-Research Methods Approach’, Sousa and Gonzélez-Loureiro
provide a comparative case study of the role of knowledge management in two different organizations.
Using an action research methodology, they identify several different knowledge profiles - innovators,
integrators, organizers, and facilitators - and analyze their contribution to innovation. They show how the
integration of knowledge through knowledge sharing routines and promotion of collaborative activities can
boost innovation and argue that companies must pay particular attention to how knowledge integration is
incorporated into organizational routines so that it becomes part of the organizational culture.

How can codified knowledge in computer based knowledge management systems be used to help manage
competences in knowledge intensive organizations? In ‘Competence Management in Knowledge Intensive
Organizations using Consensual Knowledge and Ontologies’, Kimble. Examine organizations whose
activities are based on the transfer, recombination, and adaptation of existing knowledge - knowledge
intensive organizations. They explore the issues associated with the use of tacit and codified knowledge in
such organizations and describe the architecture of a knowledge management system based on an ontology-
driven framework that supports the management of competencies in a structured way.

Charband and Jafari Navimipour present a systematic literature review of online knowledge sharing
literatures from 2009 up to the end of 2015. They found 348 papers; these were reduced to 251 selected
studies that were then analyzed to reveal the state-of-the-art with regard to knowledge sharing in online
environments. They look at four categories in which knowledge sharing plays a particularly role: online
environments, supply chain management, teamwork in projects, and education, and outline topics for future
research in these areas.

As with Zimmerling, Allal-Chérif look at the link between games and competence management. They
explore how so-called serious games can improve knowledge and competence management in the context
of human resources management inside large organizations. Using the SECI model from Nonaka as their
conceptual framework, the authors analyze the performance of three different serious games developed in
three separate financial organizations in three different countries. They present a seven-step development
process for the creation of serious games and show how serious games can contribute to each of the four
phases of the SECI model.

As the rate at which firms develop new products increases, it has become ever more crucial to enhance the
absorptive capability of firms. In ‘Exploring the Antecedents and Consequences of Technology and
Knowledge Integration Mechanisms in the Context of NPD’, Chang use structural equation modeling to
analyze 394 responses to a questionnaire distributed to general managers in January 2015. The results
suggest that firms need to establish interaction to use external knowledge in new product development, and
that this can be achieved by providing a friendly environment that encourages employees to share their
knowledge.

3D virtual worlds appear to be promising tools for collaboration and knowledge sharing. In ‘Impact of
Object Manipulation, Customization and Social Loafing On Competencies Management in 3D Virtual
Worlds’, Bououd present a study of 144 users of 3D virtual worlds that explores the effect that both the
unique characteristics of the medium and personal attitudes can have on knowledge sharing and competence
management. The results suggest that social loafing, the tendency to let others in the group do the work, has



a significant negative effect on knowledge sharing while object manipulation and customization provide
only a small moderating influence.

To conclude, we would like to thank all participants of WorldCIST 2015; in particular we would like to
thank the WorldCIST program committee members and the reviewers for this special issue of Information
Systems Frontiers for their dedication and hard work. We hope this special issue will stimulate your interest
in this area and spur you on to engage in further research in this area.
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ABSTRACT

This paper’s main purpose is to represent the main causes that lead to youth unemployment in developing
countries with a special focus on Kosovo, and the consequences that such a phenomenon may bring. Besides
literature from different fields and academics, the main research techniques consisted of one (1) online survey
distributed to Universities across Kosovo and the region, and three (3)* interviews conducted with renowned
academics from Kosovo and the US. From these sources we noticed that the main causes of youth
unemployment are inefficient domestic institutions, a minimum wage that doesn’t exceed subsistence levels,
low quality of higher education, small opportunities for business enlargement, institutional nepotism, low
levels of human capital, and high focus on sectors that produce few employment opportunities, e.g. agriculture,
rather than industrialization and service sectors. From the aforementioned causes, the consequences associated
with them were: huge amount of income losses, national budget deficits, higher number of people living in or
under subsistence levels, an unequal Lorenz curve depicting income inequalities across Kosovo’s population,
“brain drain”, and a decline in social welfare as health, education, and household income diminishes. The
proposed solutions based on research and empirical evidence are the following: (1) Rapid changes to the
market and industry, viz., an emphasis should be given to abundant capital resources in the industrial and
service sector e.g. in Kosovo, the Trepga mines and huge reserves of lignite; (2) Implement a series of policies
regarding seasonal and foreign employment; (3) Higher emphasis has to be given to vocational education; (4)
Increase of efficient production in the rich agriculture sector; and (5) Attracting foreign investment through
“Country Marketing”.

Keywords: Youth, Unemployment, Kosovo, Brain Drain, Higher Education

1. INTRODUCTION - THE YOUTH AND THE STATE

The youth are seen as the motor of development that can take many families and even countries out of their
impoverished conditions. All individuals that range between 18-30 years of age represent the youth (Durham,
2009). That is, the youth of a country encompasses the most innovative, healthy, and active members of
society. These individuals are expected to lead the world into the new age of technology, education, politics,
and social diversity. It follows that if a nation wants to flourish and to have a high level of human development,
it needs to empower its youth, and the best way to do that is through qualitative education and new
opportunities in the marketplace where they can open up their imagination and mindset.

2. THE ENGINE OF UNDERDEVELOPEMNET

The phenomenon that destroys the aforementioned aspirations is unemployment. Unemployment can be
considered as the bulk of underdevelopment and economic stagnation, as it won’t allow the most innovative
and educated individuals of society to accomplish their goals. Even though every country has some level of
unemployment, it is exactly youth unemployment in developing countries that can leave these nations for
generations in malnourished conditions. Kosovo, the youngest country in Europe is no foreigner to this

NOTE: The opinion of the interviewees were not mentioned specifically in the article (except for Mrs.
Mehmeti as her interview was more of a personal story). Nevertheless, the analysis and explanation is based
on the opinions of the interviewees.
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problem. Even though Kosovo has the youngest population in Europe with up to 60% under 30 years of age,
it also has the highest youth unemployment rate as 55% of its youth have been found not engaging in any kind
of profitable activity (“Kosovo Youth Unemployment Rate”, 2012-2018). The main causes for these shocking
numbers are found in an inefficient market and a low quality of education, whereas solutions can be found
again in these two sectors. Youth unemployment in Kosovo and in most developing countries stems from
market imperfections and underdeveloped education system/s which can lead to economic stagnation and
brain drain; solutions, on the other hand, are exactly effective markets and qualitative education.

2.1 Explaining the Engine: Unemployment—Defined

In the contemporary world, unemployment, by many governments is considered as the state of an individual
who is eligible to work, meaning healthy and willing, but there are no jobs currently available; on the other
hand, one cannot consider a person unemployed if they are not putting effort towards any productive activity
(“unemployment”, 2017). Such a denotation of unemployment brings light upon the misconceptions that a
person who is voluntarily idle is considered unemployed, which is a wrong perception. At a certain point in
time, idleness was a penalized act, since unemployment rises outside the control of a worker
(“unemployment”, 2017). Thus, unemployment as such is a result of a condition where the person willing to
work is not a contributing factor.

3. SURVEY AND RESULTS

Our hypothesis stated: “Youth unemployment in Kosovo is caused mainly by government and market failures

such as nepotism and market inefficiencies”. However, the data and literature we gathered supported this view

only in part. It seems that the majority of the 232 respondents stated that low wages are the number one factor
that contributes to unemployment. Education quality was the second factor, whereas Nepotism and Gov.

Policies were on the 3™ and 4" places respectively. An overwhelming majority supported the view that higher

levels of education play a role in finding a well-payed job. Moreover, a steady majority declared that they

would leave Kosovo in order to find a better job (or a job, to begin with) in foreign countries predominately

Western countries. Below are detailed statistics that visualize our main findings.
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4. CAUSES OF YOUTH UNEMPLOYMENT

4.1. Inefficient Domestic Institutions

From a market point of view, someone may pose the question(s): “What have institutions to do with
unemployment?” or “Isn’t the market supposed to create jobs and not the government?”” As the governments
share of the entire economy of a country (especially developed countries) has increased in terms of increased
expenditures for government programs and services, its connection with the private market has increased as



well (Hyman, 2011). If we look at the circular flow model (figure 8), we can see that the government as an
entity is at the center of the model. The government will receive taxpayer money from household and
firmswhile giving services such as national defense, and from the market, it will take factors of production
while giving them money to pay for these inputs (Hyman, 2011).

The financial resources that the private market receives from the government will be crucial to making savings
and investment that have the capabilities to create new jobs. In such a way, the market and the government
and linked with one another. However, due to inefficiencies in public institutions, the money that these
companies receive from the government when the market gives the institutions inputs for the production of
products and services, will not be used for saving and investment (i.e. employment in the long run) but it will
be used for insurance and consumption programs (Hyman, 2011). These negative externalities are because of
several issues that will be examined below.
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Figure 8. Circular flow model’
4.1.1 Fiscal Policy

The first in line inefficiency of public institutions that hinders employment is fiscal policy. This type of
government activity determine the tax bases, revenues, and expenditures associated with government projects
(Hyman, 2011). Current fiscal policy in Kosovo is concentrated in income tax, VAT tax, and corporate tax.
This type of taxes (excluding the VAT tax) will tax saving as well, lowering the amount of saving, thus
declining opportunities for investments and jobs (Schiff, 2011). For example, the income tax is paid directly
from the money income while that money could be used for savings purposes. In other words, these taxes do
not allow job creation as they disincentives savings and investments.

4.1.2 Savings ration.

Another important element that stems from fiscal policy is the savings ratio. It essentially tells us the link
between savings and economic growth. Higher savings will mean a much higher GDP (Todaro& Smith, 2011).

The Harrod-Domar model gives us the following equation:

=0

c

7Source: Hyman, D. (2011)Public Finance. A Contemporary Application of Theory to Policy. South-Western
CENGAGE Learning. 11" edition. Accessed Print. July 25, 2018.



This equation means that more savings mean more growth, while a higher capital-output ratio means less
growth®®, In Kosovo’s case, the savings ratio is at a steady rate of 23% (“Gross Savings-Kosovo”, 2017). In
other words, up to 23% of the total GDP is saved.

Government regulationsare forcing employers to cut down the number of hirings. For example, government
laws that demand employers to set a higher minimum wage, pay expensive health insurance, unemployment
insurance, and a social security payroll tax, all contribute to increasing the costs that businesses have to face
(Schiff, 2011). In order to avoid these outrageous costs, the businesses simply hire fewer workers.

4.2 Wages under subsistence levels.

For a decent existence, one should have a run-on income be it weekly, monthly or yearly. That is, such periodic
income, usually given monthly in many countries is called a salary or a wage (Subsistence, 2007). However,
people occasionally get the wage that is sufficient to cover their domestic and non-domestic expenses.
Meaning that, even if we look at ancient times, there were differences in payments and prices of peoples and
goods that were offered. A job of a cleaner is paid less than an administrative job. This comes due to various
reasons, sometimes because of lack of proper education for certain people which then do not qualify for a
higher paid job. In Kosovo, and in many other developing countries, the wages that workers get differ a lot
depending on the profession. But, what if one was to calculate the average or even the minimum wage and
find out it does not exceed the subsistence levels? A minimum wage of a country is the “lowest wage legally
permitted in an industry or in a government or other organization” (“Minimum wage”, 2018). To put it
differently, a minimum wage represents the lowest level a wage can go within the legal framework of a
country’s state and non-state actors. Whereas the subsistence level represents “[t]he maintenance of a basic
level of living, below which needs are not met” (Subsistence, 2007). So, having in consideration both
definitions, we can infer that if a minimum wage of a country is below the subsistence level, then we are
referring to suffering rather than living. Let’s narrow down to Kosovo and some of the most recent data
presented by “LevizjaFol” in September 2017. According to their study on “The minimum wage and its effect

on employment”, the minimum wage is calculated with the Kaitz index as follows:
_ Sectoral minimum wage,

Kaitzj: = 2

Median state wage

To put it into words, one can calculate the Kaitz index if one knows the sectoral minimum wage and median
state wage by simply dividing one with another. In Kosovo, this coefficient runs around 130-170 euros per
month depending on the age of the worker; where up to 35 years old will receive 130 euros, older than that
will receive up to 170 euros (LevizjaFol, 2017). These measures are catastrophic for a Kosovan because of
the never-ending needs and the low income to fulfill them all. With 130-170 euros per month, one is unable
to secure shelter, food, and other expenses related to a decent life; not to begin with mentioning if one has a
family of more than 2 members to uphold. How does this ultimately rise unemployment? Because as indirect
as it may look, with 130-170 euros one cannot afford higher education, hold a bachelor or a master’s degree
hence does not qualify for a job at all.

4.2.1 Consumer price index

Note: The statistics presented below are taken from the study on “Comparison of the worldwide costs of

living.”
Table 1. Consumer Price Index, Average & Minimum Wages for 7 different countries!®
State Cost of living Average wage Minimum
index wage/month
10. Kosovo 110,7 321 USD~ 130-170 EUR
277.53 EUR
11. 109,7 5966 1,998.59 EUR
Luxembourg USD~5158.11EUR
12. Sweden 109,7 4564 USD N/A

AY . . . . . . . .
187Growth rate, c-capital-output ratio, s-savings ratio. Capital-output ratio—"“A ratio that shows the units of

capital required to produce a unit of output over a given period of time” (Todaro& Smith, 2011).
stats: Worlddata.info. (2018). Cost of living in a global comparison. [Online] Available at:

https://www.worlddata.info/cost-of-living.php [Accessed 3 Aug. 2018].



17. Finland 105,2 3753 USD N/A

29. Germany 90,3 3662 USD 1498 EUR
89. Serbia 40,7 443 USD 209 EUR
90. Albania 40,0 348 USD 170 EUR

The above table indicates clearly the condition Kosovo stands in comparison with a very rich country that
stands one place below. Ironically, Kosovo has smaller average wages and minimum wages than Luxembourg,
Sweden, Finland and Germany but somehow has a higher cost of living index. The cost of living index only
shows the most necessary items such as flour, water, milk, oil and other requisites. What this index does not
show, however, are the immense costs that follow with getting a bus ticket downtown, a membership in the
municipality’s library or affording a bicycle rather to using public transportation. Let one not be confused by
the average wage, because such wage is calculated taking in consideration even the highest paid jobs such as
the Prime Minister’s and ministers monthly income which to no surprise surpass more than 100% the
minimum wage allowed by law. Even in comparison with Serbia and Albania, its nearest neighbors, both the
index and the average wage differ regressively for Kosovo.

4.3 Inadequate pre-higher and higher education

Amongst the other causes, education is crucial to determining the roots or genesis of unemployment. Given
the facts that having an exemplary education will provide exemplary individuals, below we shall see the very
reasons behind such situation divided into pre-higher and higher education levels as most worthy and decisive.

4.3.1 Pre-higher education

Finishing pre-school and middle school does not (for many people) mean that they are going to continue the
other higher education levels. Even though, in accordance with almost every democratic government, high
school or pre-higher education has become a requirement; many people fail to complete it, some for personal
reasons but mostly due to financial obstacles. Pre-higher education is very important for one’s interpersonal
development. It is a career deciding period of time where one will choose what higher education will receive.
While in most developing countries, a lot of educational systems are being tried out, meaning they are in an
experimental phase; Kosovo is in this acclaimed experimental phase as well. Kosovo’s Education Center
(KEC) in 2014 has developed a brief situation analysis over education in Kosovo and released it online for the
public’s free access. In that 24 page analysis, divided into sections, the pre-higher education system unveils
that: “Kosovo Curriculum Framework has been piloted in 10 schools, whereas preparations were carried out
to include 114 other schools in piloting from September 2014” (Kacaniku, 2014). And by the time we reached
2018, from 2014 until now, to our unfortunate terms, all 114 others have been carried out as well. Further, the
same analysis emphasizes the main challenges that this sector of education faces, which are equivalent to why
they produce unemployment as a consequence:

“The large number of students in classes, especially in upper secondary education
(gymnasium) in urban areas, where the number of students per class is sometimes over 40; limited
capacity of the Office of inspection as well as the MEDs for monitoring and evaluation; limited capacity
of MEDs to exercise the legal authorization given with the decentralization of education; insufficient
capacity of MEST and MED to properly administer national tests, consequently, national tests this year
have been associated with many irregularities; Serious problems in the process of teacher licensing;
Implementation of documents dealing with school safety and violence prevention” (Kacaniku, 2014).

This means that overloaded classes from students with sometimes up to 40 per class are creating a non-
transparent student-instructor relationship because instructors only meet each student in the period of
assessment and not during office hours where they can find out potential talents from them. Other than that,
there isthe limited capacity of the adequate actors who inspect and monitor important tests such as Matura and
PISA which then are followed with irregularities and a barely existent implementation of laws against violence
around schools.

The reasons mentioned above encapsulate the consequences of the inadequate treatment of pre-higher
education in Kosovo.



4.3.2 Higher (University) education

Interesting enough, there are not so many differences from the aforementioned education and the education
being elaborated in this section, as some problems result to be the same. After finishing high school, students
are expected to continue a degree, be it an associate or a bachelor’s in the field of their preference. However,
even if one is sure of their choice, the system faces some internal challenges that need to be addressed and
rebooted as soon as possible by the government. In the same analysis as in the section above, five other
challenges are found in this level of education as part of inadequacy. This study stresses the lack of
transparency shown in public discussions, limited budgets, unsatisfactory managerial skills and overall
malfunction of administrative work. A noninvolvement of relevant actors could lead to insufficient educational
reforms which broaden the problem. As claimed, budget limitations lead to lack of proper research institutes
and low international cooperation which then produce a poor quality of studies and an ‘outdated’ staff which
surpasses the age of 63-65 years old (Kacaniku, 2014). Another important measure to be taken is the additional
focus in the involvement of minority communities so that when the employment rates rise, they are linear in
comparison to the majority communities in Kosovo.

To broaden the discussion, practicality in schools is as rare as blue roses. Students are engaged and loaded
with a lot of theory, but rarely do they get the chance to put the theory into practice. This harms their ability
to remember things and the ways how to put them to good use in real life. The least a developing country
needs and wants especially in the transitioning period is to have individuals who cannot use the important
information learned throughout high school years further into higher levels of education.

As health and education are correlated, a low-quality education will have impacts on the quality of health.
Health will determine school attendance, successfulness, higher ROI as healthier individuals will be more
productive, and external benefits such as educating others (Todaro& Smith, 2011). Education, on the other
hand, improves health. Many expertise needed regarding healthcare are learned in school environments,
hygiene increases, and we will have increases in investments in health development (Todaro& Smith). If one
of these two sectors is malfunctioning we will inevitably have low human capital assets.

4.4 Insufficient opportunities for business enlargement

There are existing opportunities for groups of people or even individuals who want to open a new business.
In fact, for all of the entrepreneurs out there, if you look in the official website of KBRA (Kosovo Business
Registration Agency) you can fill out a form online and register your business. Looking at the statistics, in
Kosovo, in the official reports by the Kosovo Agency of Statistics, there are 2636 enterprises that were
registered only in the second trimester of 2018 (KAS, 2018). If we calculate how many businesses were
registered between 2013-2018 we get around 46,000 businesses in total. Let’s hypothesize that only 50% of
these businesses need expanding or enlargement. That equals with 23,000 businesses that need require such
opportunity. And while FIQ, KCIC or US Embassy alongside with Kosovo’s government offer in their
websites opportunities for business enlargement, they cannot cover all of these businesses sufficiently. Then,
insufficient expanding means fewer employers, fewer job opportunities, fewer costumers. Realistically
enough, people are prone to visit a business that is large and appealing to the public eye rather than a business
which looks 200 years old. Fewer visitors leads to no point in keeping the business alive. In these very simple
hypothetical steps, one is able to clearly differentiate how insufficient business enlargement opportunities can
shut down a family and their employee’s financial resource.

4.5 Institutionalism nepotism.

Although nepotism to some people may sound ambiguous when contemplating the issue of unemployment,
there is so much that is wrong about it that needs to be outspoken. Firstly, nepotism is appointed as,
“[f]avoritism in hiring or appointment practices, especially toward relatives or people known through family
connections” (Nepotism, 2015). Said differently, nepotism highlights the cases where people are favorited
because of some relative with power and control over certain practice. So, if one had an uncle working in the
Ministry of Education, then getting to work there as an agent, secretary or any kind of work without passing
an interview other employment procedures is considered nepotism. Here is what’s ambiguous about this
situation and the employment rates. One may raise the question: Why are you shouting at nepotism for being
a cause of unemployment when people get employed by such cause? Well, nepotism many times employs
people who are not adequate for the job they get, thus leaving jobless powerful and notable individuals who
more than just qualify for those jobs. Nepotism in Kosovo happens almost everywhere, and fearlessly speaking
people get accepted in a job more through nepotism practices rather than a fair competition. This is detrimental



for the people who spend half of their lives in pursuit of a job who they will make their living out of, and then
get knocked out by negative habits of their own society.

4.5.1 Interview®

Aspecific example, extracted from a personal interview, is with Liridona Mehmeti, a new MA in Albanian
Language and Literature. Her academic journey even though she holds a high professional degree has been
cut off many times when she tried to apply for a job in Gjilan, the municipality where she lives. She even
spoke out loud about it in social media by issuing a brave statement telling that instead of herself (a student
with straight A’s) a person who is related to the head of the municipality, Mr. Haziri was instead enrolled in
the job she applied for while not meeting the qualifications provided in the job posting. She has been extremely
loud the past two years about her condition and has never received any help on bringing justice in its place.
She claims: “I have tried many times to show people the level of nepotism that runs inside and outside our
municipality, whenever there is a job available, but none would listen”(Mehmeti, 2018). It is rather a sad story
but a strong reality developing countries such as Kosovo’s citizens face often. If nepotism would stop, people
worthy of the jobs with influence would help then increase the job opportunities for other people who deserve
to be employed as well. If nepotism does not stop, more and more people will try to flee the country and serve
for others when instead they could do amazing things here.

5. CONSEQUENCES OF YOUTH UNEMPLOYMENT

From the aforementioned causes that create youth unemployment, there are many consequences that further
deepen this problem. “Brain Drain”, a Lorenz Curve depicting income inequalities, national budget deficits,
and a decline in welfare and living standards, being the most important aspects that derive from a high
unemployment rate of the youth. These phenomena can be seen in the majority of developing countries,
including Kosovo.

5.1 “Brain Drain”

When individuals—in this case, the youth—see that they cannot prosper in their own neighborhood or city,
they will tend to move to another location that has a higher probability in offering them desired and profitable
opportunities. In such a way, youth will tend to migrate internally, moving for example from the current
geographical area they reside such as an agricultural village, to the capital of their country where they can
have more chances to open a business or find a job that will fulfill their expectations and needs. However, a
problem arises when a certain portion of the youth cannot find employment opportunities inside their country
of residence. In order to find a way to earn a living and to escape financial struggles, these people will leave
theirhome-country and migrate to another country. This is the so-called international migration. When the
brightest individuals such as doctors, engineers, professors, and economists leave their country of origin to
find jobs in countries where the rate of development is higher, their home-country is experiencing brain drain
(Todaro& Smith, 2011). In such a way, when a country loses its most educated and innovative leaders, it is
also losing its “brain” because these are the individuals that can alleviate that nation into a higher level of
development.

Brain drain creates a negative chain of effects that are commonly called a threat multiplier. When many
educated and professional individuals leave a country, then the rate of economic development will fall. This
decline in growth means fewer investments in the private sector that will lead to declines in worker
productivity as workers will have less capital to work with (Hyman, 2011). Drops in the human and productive
capital will be associated with lower incomes which ultimately will cause lesser levels of welfare, education,
and health (Hyman, 2011). In other words, brain drain can have consequences for entire generations especially
in the fields of education, healthcare, and quality of life. The majority of developing countries face this
problem. For example, Ghana lost up to 70% of its doctors and medical experts to the EU and US, which lead
to mass disease outbreaks in Ghana (Todaro& Smith, 2011). While Kosovo is still on better grounds regarding
brain drain, there is a trend that this phenomenon can happen in the near future if the youth cannot find
employment in Kosovo (Dennier&Harmenberg, 2014).

2 Interviewees: Myrvete Zeqiri, Professor of Economics at the University of Prishtina, College of Economics
Arta Grubi, Human Resources Manager, IPKO Telecommunications, and Liridona Mehmeti, MA in Albanian
Language and Literature.



5.1.1 Short-term benefits of Brain Drain

Interesting enough, there seem to be short-term benefits from brain drain. When unemployed individuals leave
their country, their home-country government will not finance them anymore through income security or
social security programs such as monthly allowances or unemployment insurance (Hyman, 2011). The
government can use these freed financial resources in other activities such as improved education or
healthcare. Furthermore, these migrants either legal or illegal will send some of the income that they earn in
the developed countries to their relatives at home. These resources are called remittances (Todaro& Smith,
2014). For example, the Kosovo Diaspora sends up to 457 million EURannually to their relatives in different
cities around Kosovo (“Study on Remittance in Kosovo”, 2013). Unfortunately, these remittances are
primarily used for consumption and luxury goods such as food, cars, and houses (85%), up to 10% of this
amount is used to pay off debts, and the smallest amount is used for investment in education (“Diaspora as a
Driving Force for Development in Kosovo: Myth or Reality?”” 2009).

5.1.2 “Brain gain”

However, the most important plot twist that brain drain may accomplish is “brain gain”. If the younger
generation becomes aware that they have higher probabilities of leaving their country and finding a well-payed
job in a developed country because they are more educated, they will tend to learn more and use technology
is a broader scale (Todaro& Smith, 2011). That is, the succeeding generation will try to accomplish what the
previous generation did, namely increasing their education level so that they can leave their birth country.
However, this will cause a brain gain for the country as more doctors, physician or professors will find it more
difficult to leave their country because of severe regulations for international migration, especially in the US.
In other words, they will inevitably start businesses or services in their country of origin (Todaro& Smith,
2011). For example, there is a clear trend in Kosovo that doctors have higher chances to migrate in Germany
and Western Europe than any other profession. This is also why today at the University of Prishtina even
though only 120 freshmen will be accepted in the College of Medicine, the applications go up to 2000!

5.2 “Lorenz Curve”

As more of the youth become unemployed, their share of the country’s total GDP drops. This is especially
visible in developing countries where the youth compromise the steady majority of the population. In other
words, even though younger people are a majority in developing countries, their income and asset ownership
in relation to the annual GDP of the country is lower than that of the wealthy minority.

This type of income inequality in quantitative terms can best be explained through a Lorenz Curve. According
to Todaro& Smith (2011), a Lorenz curve represents “A graph depicting the variance of the size distribution
of income from perfect equality”. That is, it will tell how much is income distributed equally in a country.
Perfect equality would be achieved if the income that is received equals the number of people that acquire that
income (Todaro& Smith, 2011). For example, 25% of income is given to 25% of the total population. The
Lorenz curve simply analyzes how the actual distribution of the income in a country differs from perfect
equality. The further the Lorenz curve from the equality diagonal, the larger is income inequality.

It is interesting to note that the differences in developing countries regarding income inequality are very
astonishing. Some of them have high inequalities regarding income while some have minimalistic differences.
For example, Namibia has an extraordinary income inequality level with up to 65% of income taken from the
highest 10% of the population, while the lowest 10% receive only 0.6% of the total national income (Todaro&
Smith, 2011). Other developing countries such as Bulgaria have very low-income inequality levels (Hyman,
2011).

5.2.1 Gini coefficient

In order to calculate the exact level of income inequality from the Lorenz curve, we use the GINI coefficient.
This coefficient ranges from 0% to 100% or from 0 to 1 (Hyman, 2011). The closer to 1, the income inequality
increases, whereas closer to 0, the inequality based on income decreases. From Figure 9 we can see the income
inequality in Kosovo.
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Figure 9. Lorenz Curve and GINI-Kosovo Case?

It is clearly visible that the Lorenz curve is away from the perfect equality curve. In Kosovo, the lowest 20%
of the population receive 9.4% of the national income (relatively unequal), whereas the top 20% receives up
to 36.4% of income. This means that the middle class is squeezed and receives only a small portion of national
income. As their income levels are lower they tend to have a reduced access to better healthcare in private
hospitals and a lower amount of qualitative or expensive assets. To calculate the GINI for Kosovo we use the

formula below:
Area A

GINI Coefficient=m (3)
According to World Bank data (2015)%, Kosovo’s GINI index was 26% which represents on average an equal
distribution, however, more income is still taken from the upper 20%.

As our previous discussion presented, the youth represents the squeezed middle class of Kosovo as 60% of
the country population is under 30 years of age. This means that this part of society has a shortage of income
due to unemployment.Other factors that are responsible for a highly unequal Lorenz Curve are social
fragmentation, i.e. ethnic and religious minorities have alarming rates of unemployment in most developing
countries, gender discrimination, unequal asset ownership, and so forth (Todaro& Smith, 2011).

5.3 “Budget Deficit”

Another very important consequence that steams from youth unemployment is an increased budget deficit.
Whenever revenues that are collected from different government taxes fall short of increased government
expenses, we will be faced with budget deficits (Hyman, 2011). Deficits will induce for the government to
borrow funds from private lenders, be they internal such as the general public, or external i.e. foreign banks
or governments (Hyman, 2011). Budget deficits are not favorable for the economy of a country as they will
create inefficiencies.

Zhttps://tradingeconomics.com/kosovo/gini-index-wb-data.html
22https://data.worldbank.org/indicator/SI.POV.GINI?locations=XK-XP
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Figure 10. Government Demand for Loanable Funds®

As the figure explains, borrowings from the federal government will lead to increases in the market interest
rates as the demand for funds will increase, and in order for the funds to be offered for the government, the
suppliers of funds will increase the interest rates. Even though the government will accept these increased
rates, the private investors will demand fewer funds as these increased rates will increase their costs. The
decline in funds will decline investments and this will, in turn, reduce employment opportunities and labor
productivity. Now, when more and more people become unemployed, the government will take less revenue
from the citizens as their income has declined due to the recession. Also, the government will have to increase
expenditures as more individuals will become eligible for government programs such as unemployment
insurance or transferable programs. In such a way, expenditures will outweigh revenues, and the government
will be forced to take loans and borrowings in order to finance the increased expenditures (Hyman, 2011). The
end result will be budget deficits.

5.3.1 The Burden of Budget Deficit

Another very important issue that has to be analyzed is the burden of the budget deficit. As these deficits are
borrowings (internal or external), they have to be paid at some point. In the year where the deficits will appear,
there will be some decrease in taxes for current taxpayers as the borrowing has stabilized revenues and
expenditures (Hyman, 2011). However, future generations of taxpayers will have to bear the greater burden
of the debt as they will have to pay higher taxes in order for the government to pay the interest rates of the
debt (Hyman, 2011). These taxpayers will suffer a real reduction in income. As income is declined, welfare
also declines (Hyman, 2011).

As more people become unemployed, they will qualify for government programs, e.g. unemployment
insurance. The number of unemployed will reduce the revenues that can be collected for financing government
activities. In order for the government to continue its expenditures, it borrows funds. The increased market
interest rates will induce for private investors to reduce their demand for borrowed funds. This will make a
deduction in investments and employment opportunities. This process will create a cycle of poverty and
underdevelopment (Todaro& Smith, 2011).

6. SOLUTIONS
6.1 Industry and Market Change
Kosovo as a young country taking its baby steps towards a rich market and industry can well be improved if

certain changes happen. While Kosovo’s main partnerships for trade are inside the EU spreading partnerships
outside the European continent would reverse the current unemployment situation (Market Overview 2017).

ZSource: Hyman, D. Public Finance. A Contemporary Application of Theory to Policy. South-Western
CENGAGE Learning. 11" edition. Accessed Print. July 25, 2018.



Existing businesses would increase their capacities while partnering with other businesses across continents
and as such employing more people. According to The Guardian, besides the aforementioned detail, a change
should happen in the way people living in Kosovo are linked with the current opportunities for employment.
Let’s focus more on empowering women making changes in international markets, help minority communities
such as RAE to start their “collecting recyclables” initiatives, and also a change in the country’s present social
enterprises from the status of an NGO to a legal business to transpire (Meaker 2016). As advised by various
international organizations such as World Bank, Kosovo should: “[A]ddress the infrastructure bottlenecks,
particularly in energy; create an environment more conducive to private sector development” (“Kosovo
overview”, 2018). This means that, Kosovo must strive towards a system that will eventually employ more
people by encouraging industrial and service sectors e.g. Trepga mines as it has immense power to do so. In
a statement provided for Zéri Newspaper, Mr.PetritGashi the head of AKP- Privatization Agency of Kosovo
claimed that Trepga as the biggest mine in Kosovo can yield a profit of 4 billion euros per year as it has
minerals worth 2 trillion euros inside (Gecaj, 2017). Given such statement, the road is paved for Kosovo to
conquer the battles of economic growth by simply investing on small changes and tailor the attention in its
abundant resources.

6.2. Implementing a series of policies regarding foreign seasonal employment

Having explained that Kosovo has one of the youngest youth population around the Globe, a rather logical
connection between youth and employment around the globe follows. In other words, the age, energy, will,and
opportunities exist, so why not use them to our advantage? An additional solution to lessening the
unemployment rate is foreign seasonal employment. According to The Muse, this kind of employment can
easily tackle the issue of unemployment, by enhancing the wallets of individuals and providing nicer holidays
for them (“Themuse.com”, 2013). This means that individuals will have more money to spend, not just for
their basic necessities, but also be able to afford holidays after their loaded work days. For this to happen,
Kosovo is suggested to implement a series of policies regarding such job openings. Especially during the
season of summer where the agricultural sector of so many countries needsa workforce to be able to harvest
the food for the rest of the year, employers are needed immensely (“Seasonal Unemployment”, 2015). Further,
Germany is seeking for seasonal employers specifically from Albania and Kosovo, so that it could help with
their e-rates but seems like the visa liberalization could be a problem. Therefore, with such seek of Germany,
the quest for policy-making and work towards liberalization of visas helps the current situation. For instance,
50 000 people are requested to work in the sector of senior house care and health sector in general
(IndeksOnline, 2018). This means that unemployment can be alleviated by determining policies that will break
down the walls for youth to accept foreign seasonal jobs.

6.3 Emphasis on vocational education

Vocational education has never sounded a better idea,especially in the 21% century to solve some of the newest
puzzles that certain discussions may bring up. As The Columbia Encyclopedia puts it, ““vocational education
is a training designed to advance individuals' general proficiency, especially in relation to their present or
future occupations” (“Vocational education”, 2017). To put it differently, attending a vocational education of
sorts, a person is expected to enhance their general knowledge while being engaged in training based on
possible occupations that could turn into future endeavors. VVocational education helps soothe joblessness by
offering coaching and support over people’s professional development, thus making one interesting and
hirable (Kartik et al. 2016). Kosovo in the meantime, “received a sum of 10 million euros (only second to
Albania’s 11.4 million euros) from the European Commission in 2008 for, among other things, VT capacity
building and employment promotion” (Ahmetaj et al. 2016). Hence, Kosovo has the budget to push such
amazing professionalism booster towards its youngsters and make them of a higher standard in terms of
employment.

6.4 Increased production in the agricultural sector

Given that Kosovo is very rich and potent both in the agricultural and industrial sectors; having stressed market
and industrial changes, the agricultural sector must indulge an increasein production. MemliKrasnigi, Minister
of Agriculture, Forestry and Rural Development in 2015 claimed that: “Agriculture is without a doubt among
the most important fields to the economy of Kosovo, with great potential, that can also draw foreign
investments” (“Agriculture, the sector with the most potential for foreign investments” 2015). This means that
the government of Kosovo is well aware of the country’s potential in the agriculture sector, therefore, a boost
imposed over this sector is crucial. USAID mission in Kosovo also included a considerable focus on such



matter. One specific program implemented by them called “Agricultural Growth and Rural Opportunities” is
ongoing until 2020. Since the beginning in 2015, they have been improving this sector by linking farmers with
new technologies, concocting food safety products, providing futuristic ways of production and all done while
maximizing utility. More than a thousand new jobs are created, partnerships built, millions of dollars earned
and thousands of people gained professional training (“Agricultural growth” 2017). This program is private,
however, and unfortunately, every example-setting program is private or done by an international foundation.
Therefore, a much intense support must be shown towards agriculture in Kosovo such that the production,
utility,and potential are increased to an apex point.

6.5 “Country Marketing”

Let’s surf the YouTube with the title “Kosovo.” The first titles that will pop out will be: “How did Kosovo
become a country”, “Corruption, Hate and Violence-Kosovo in Crisis” and “Can Kosovo survive as an
independent state?” This is definitely bad marketing; Kosovo is much more than an association with
corruption, hate, violence, survival, and war. Kosovo has immense sources of alleviating the bad international
image that our politics give with marvelous landscapes and fascinating places to visit. Brezovica, the Albanian
Alps, Brod, Prevalla, Bajgora, and Qyqgavica, are only some of the places where mountain tourism could
experience a marketing “boom”, be it for summer hiking or winter skiing. These mountains could attract
visitors from all across the globe but with a higher probability from ski-loving countries such as Austria,
Slovenia, Japan, and Canada. The preservation of wild animals and endangered plant species in these areas
could also be a social attraction for many. Kosovo’s cultural and archeological heritage is certainly a must-
see for many individuals,especially from Western Europe. Castles and fortresses such as the one in Prizren,
Vushtrri, Fushe-Kosove, and Mitrovica will send visitors back in time. These monuments also talk a lot about
our culture which derives millennials ago. Kosovo’s water reserves especially Batllava, Radonigi, and Badovci
can be used for canoeing, whereas the Rugova Canyon can be utilized for rafting. The Mirusha Waterfall
would certainly attract many visitors from the Balkans as it’s a rare waterfall with many pathways that cut the
ground in many dimensions creating an exemplary attraction. Other tourism-related sites can certainly be the
old monumental cities such as Prizren and Peja; the capital city of Prishtina with its modern lifestyle and a
clash between Eastern Ottoman and Western American cultures. So, Kosovo should make hay while the sun
shines, because the potential is here and a well begun is half done. The aforementioned lines of thinking
represent the best way on how Kosovo’s image should be seen, full of amazing geographical and historical
heritage rather than advertised through the political image; with very cheap costs of foreign investment
opportunities in the field of tourism, industry, and other sectors.
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ABSTRACT

Young people of our time are following a more individual, egocentric way of life. At the same time, they are
still focused on those traditions that functioned not so long ago. We tend to think that the cultures are connected
with the terrain, both regional and national. But we see the emergence - and perhaps this is the product of
globalization - of other cultures, such as the so-called growing global business culture, technological cultures
and security cultures that cross borders. These are transnational cultures in the sense that they consist of people
who share a set of values that are signed by certain institutions...

As an economist, I would like to consider the interrelationship between cultural and economic factors.
Moreover one of the tasks of this paper is to find out what role Youth play there. One of the arguments in favor
of the importance and significance of culture is the concept of the economically rational man Smith, which
has long been criticized. After all, objectively, an individual can not be detached from society, because the
society surrounding the world's individuals - and there are cultures - plays an important role in the choice of
behavior, and there can be no question of rationality here. As an example we can review the purchase of an
immeasurably and extremely expensive good, which the individual chooses, based not only on their budget
and income but also on public assessments.

...Not only culture but also many factors in synergy, in their synthesis affect the development of the country
in all spheres of life. "All new is a well forgotten old". Is that so? There are invariably passionate young
individuals, with a determined vision to fill unmet needs and deliver positive change for the communities,
societies and the world they live in, which are trying to prove the opposite. Additionally, young innovators
are, at least initially, overwhelmingly motivated to design and run ventures that address problems which affect
them and their communities directly. Culture can be however one of the barrels that they will face. Beyond
this, several other factors were cited as significant hindrances to young innovators achieving their full potential
in the future.

Keywords: Youth, Competitiveness, Evolvement's Barriers, Tomorrow.
INTRODUCTION

Youth is a social and demographic group of society characterized primarily by the fact that it is at the stage of
labor and social self-determination - has not yet been formed as a subject of labor activity, has the ability to
constantly change labor functions. Due to this, it has a number of specific features (Virina, Yakimov, 2008:
35) that distinguish it from other social-age groups such as:

1). differs by the instability of life attitudes, and because of this it is more mobile when choosing and searching
for a workplace;

2). enters the labor market for the first time and differs from adult workers in the absence of significant
experience;

3). has a more discontinuous employment status;

4). often characterized by a low level of professional orientation, awareness of the condition of the labor
market, demand for specific specialties, opportunities for professional training, knowledge of the basics of
labor legislation;

5). has its own specific claims to the working conditions and to the level of pay rate and career growth.

However, our society as a whole is getting younger. The younger generation is the carrier of knowledge,
abilities, skills that are implemented in the process of human life. In many governments all over the world,
there are now many young leaders and experts, and more responsibility and respect lie on their shoulders. And
it is government policy to support young citizens, especially in the field of population (demographic) policy,
that will increase the number of young people and form the potential of the future generation. But law is not
changing under new context! We have the same labor Code as before, the law defines children under 18
(somewhere under 21); there are not so many real opportunities and so many barriers contrariwise and such
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examples are limitless. In connection with the growing acuteness of the problem of youth unemployment, a
number of countries have already developed strategies and launched programs to expand employment
opportunities for young people. The development of a set of measures and mechanisms to improve the
integration of Russian and other youth into the labor market in the short and long term is an urgent and
demanded task at the national and regional levels. Of course, in each country, there are special methods to
determine the priority of youth employment in national programs of social and economic development.
National action plans on youth employment have been adopted in 35 countries out of 138, in particular in
Finland, Germany, Slovenia, Brazil, South Korea, Uganda, Kenya. In fact, such plans provide for
interdepartmental coordination in the field of youth and youth employment, determine the degree of priority
of certain results of measures and are planned through the use of specific resources during a certain period of
time.

But what is common in all of them? — Yes, it is restrictions and barriers that should be overcome in the nearest
future for every young person from all over the world. The paragraphs that follow are dedicated to such
questions as what are they, how and by whom they could be overcome.

1. BARRIERS OF EVOLVEMENT

Speaking about restrictions (“walls”) as a blockage there always was a special attitude to the concept of the
border, which is observed in the 1920s, when the state border acquired the symbol of the line of Good and
Evil - everything that "abroad" is alien, hostile and obviously wrong, requiring careful verification and
filtration. Also, the border expresses the division between the proletarian (Good) and the bourgeois (Evil), and
then, gradually, from the social plane turns into a geographical plane and is reflected in spatiality. For example,
in emphasizing and allocating borders - pompous architectural design of the entrances to the metro in the form
of gates and arches, enlarged entrances to the houses.

There are not only physical barriers but also psychological, mental. As we all know, the work by B. Joseph
Pine, «The Experience Economy: Work Is Theater and Every Business a Stage» begins with a description of
why the same cup of coffee, bought at a non-smoking cafe with the goal of drinking coffee and a cup of coffee,
offered to customers in a picturesque place with a historical past cost differently and is evaluated in different
ways. Therefore, the author explains that nobody needs this cup of coffee by itself, but impressions are needed.
The economy of impressions, its content, and structure should become the mainstream for the development of
marketing in the B2C market in the 21st century. It explains why people are willing to pay for branded goods
amounts that are ten times higher than their prime cost. More about economic rational man of Smith and its
unrealistic approach can be found in the next chapter.

1.2 Economic Opportunities

Realizing the demographic dividend requires getting more young people into productive employment and
income generating activities, making the current scale of youth underemployment and unemployment a matter
of worldwide concern. It should be noted that the level of youth in European countries is measured as the
percentage of unemployed in the age group of 15 to 24 years compared to the total labor force (both employed
and unemployed) in this age group.

However, a significant proportion of people at this age are outside the labor market (many young people study
full time and therefore cannot work at all, which explains why the youth unemployment rate is generally higher
than the overall unemployment rate for other age groups).

The International Labor Organization (ILO) estimates that over 75 million young people worldwide are
unemployed, and more than a billion jobs must be created in order to accommodate new workers and reduce
unemployment. Also alarming is the increasing number of youth “NEETs - Not in Education, Employment or
Training” - ILO data for 24 developing economies show an average NEET rate of 12.4 percent for young men
and 28.1 percent for young women. Unemployment rates among young people everywhere are higher than
among adults - averaging nearly three times the rate of the adult workforce. The challenge in cities can be
particularly acute, as urban youth often face greater labor market barriers due to their lack of prior job
experience and lack of links to professional networks and contacts, or to the fact that their education and
training did not prepare them for the world of work or is not matched to growth sectors. They are also entering
a labor market in which informal or part-time jobs are the most rapidly growing form of employment,
especially since the onset of the 2010 financial crisis, so the jobs they can find are generally short term with
little job security and few, if any, benefits. Yet, in many developing countries, agriculture still remains the
heart of the economy, utilizing up to 70 percent of the labor force. In terms of financial inclusion, youth aged
15-24 are 33 percent less likely to have a bank account. It is therefore increasingly important that programs



seek to address both the demand and the supply side of job creation, promote self-employment and
entrepreneurship, engage youth productively in agriculture and value chains, and expand access to services
for economic success such as financial literacy and information communications technology, banking and
credit.

At the same time, according to the ILO estimates, halving the unemployment rate among young people would
ensure a world GDP growth of at least $ 2.2 trillion, or 3.4% of world GDP. Moreover, those who have
successfully started working life have a lower risk of long-term unemployment in the future. Moreover, in
every region, responding to the needs and aspirations of young people is a crucial challenge for the future.
Reaching youth potential depends upon their preparation for and participation in development efforts, that's
why it is so important to leverage investments in early childhood in order to set the stage for tomorrow’s
development outcomes.

Globalization, technological advances, and the spread of social networking offer new opportunities for youth
to connect and become more active participants in the development, while at the same time making their lives
more complex and challenging. This youthful demographic landscape must be a central part of any
development policy, one designed to integrate young people more fully in political, economic and social life
and enable them to share the benefits of development. Throughout history, young people have actively sought
to bring social, political and economic change to their countries. In so doing they are sometimes credited with
changing business as usual. Often they are portrayed as rebellious, destructive, reckless or violent. However,
young people are tomorrow’s wage earners and entrepreneurs, educators and innovators, health professionals,
political and civic leaders, vital to economic growth, well-being and international relations. To sum up, it is
important to look at the synergy of all factors that matter - its connection and I must say that every detail is
important here.

1.3 Youth Barriers

Also I have reviewed the article "The development of youth entrepreneurship at the present stage" (written by
Vlasov G.Yu, the Plekhanov Institute) which gives a brief description of the current situation of small and
medium-size businesses (led by young entrepreneurs), examines the main barriers to the development of
business processes, provides programs and activities aimed at supporting youth entrepreneurship. A number
of measures were proposed to promote entrepreneurship in the youth environment, select the most talented
youth, organize their training and support the implementation of the first stages of promising business projects.
The author outlines the following figures:

1) 53% - lack of finance;

2) 16% - lack of experience;

3) 11% - insufficient education

In this situation, according to the author, only government support can facilitate the entry of young
entrepreneurs into the market. Despite the active implementation of measures aimed at the development of
youth entrepreneurship, problems that have a significant impact on the willingness of young people to create
independent business projects remain unsolved. Among the main problems we can identify the following:

1. The social mood of young people. In the youth environment, there is a poorly expressed readiness to take
risks, create something new; there is no spirit of entrepreneurship;

2. Society's perception of entrepreneurs. Among young people, entrepreneurs are perceived as people who
have to constantly overcome difficulties, and not as businessmen striving for success;

3. The level and content of educational programs. Traditional educational institutions provide the basis for
economic knowledge, while not forming incentives and behavioural competencies, without which successful
entrepreneurial activity is impossible.

The author notes that at the moment there are some organizations in Russia which support and try to develop
youth entrepreneurship. Namely: International and Russian youth chambers, Youth Public Chamber, Russian
Centre for the Promotion of Youth Entrepreneurship, Association of Young Entrepreneurs of Russia. These
organizations are developing many programs to support small and medium-sized businesses, but they will
work only with the support of regional and municipalal authorities. Various training programs for young
entrepreneurs are also being conducted.

The author suggests measures to promote youth entrepreneurship:

1) . promote entrepreneurial activity among young people. To solve this strategic task it is necessary:
conduct gaming and training activities, organize competitions on entrepreneurship for high school students,
invite young people to do study courses, organize the production of social advertising, which forms a positive



attitude to entrepreneurship, as a demanded and worthy profession, provide information about the state support
of young entrepreneurs, develop and disseminate materials that promote the idea of an honest and socially
responsible entrepreneur, which is the basis of the country's economic progress, to inform young people about
the ongoing competitions of business projects;

2). massively involve young people in entrepreneurial activity. When solving this problem, it is necessary to
disseminate propaganda materials about programs conducted by the state, to make and distribute
questionnaires for young people in educational institutions. Each questionnaire should contain a section with
contact details. After processing the questionnaires, it is necessary to compile a database of young people who
are ready to become entrepreneurs. Conducting information about conferences with young people who want
to open their own enterprises, there should be invited also successful entrepreneurs, representatives of business
and government;

3). select young people who have the ability to run business. It is necessary to conduct expert sessions in the
form of an interview when current entrepreneurs will evaluate business ideas and talk with their authors.
Contests of business ideas allow to find really interesting proposals and realize them in practice;

4). carry out specialized training to teach young people the skills of doing business.

Young people should undergo in-depth modular training in the course of business planning, and formation of
project teams. It is necessary to attract certified business trainers to the training, which will be used to conduct
master classes, organize expert sessions with successful entrepreneurs, and specialists in various business-
related fields (tax officials, labour law specialists, sanitary epidemiologists, firemen, environmentalists,
accountants). And I am fully agree with the author in his conclusions and vision of the situation: young people
do not have enough information and enough finance to start an entrepreneurial activity, the young people need
a motivation that they do not see. It is the result of the fact that the image of an entrepreneur is often formed,
as an image of a person who constantly faces difficulties, such a "scoundrel".

Moreover, to my mind, youth policy should be designed and monitored not by elder generations as it is made
in many countries but by youth itself. Self-confident, responsible and experienced Youth will form
“Youngovernment”. As an example can be given young government administrator leading the youth political
agenda in Kismaayo. All in all, Youth should define youth for youth all over the world.

2. WHAT IS CULTURE

The very notion of "culture" has so many variations and shades in the definition itself that it immediately
becomes clear that “Culture always matters”! In the commonality of the factors that determine this or that
country and/or society, there are concepts of values, people's way of life, generations of alternatives, attitudes
- from old to new and back. "Everything new is a well-forgotten old", says a wise idiom, this can include
culture, how and to what extent it affects the social, economic and political development of countries and
regions of the world. Thus, on the one hand, these factors hold people and society together in a coherent state
and from any risky steps, and on the other hand, there are cultures that differ in their productivity, in their
ability to promote development or to promote lack of development. In economics, all of it can be called as
Path Dependence or back-to-basics approach but to which degree should youth stick to depends from country
to country. And I hope that everybody will agree with the statement that culture is not something that is the
most important for Youth and overall.

Indeed about culture it is customary to say that it is an integral part of human life; that it is hovering between
us, securing social bonds or, on the contrary, strengthening hierarchical distances, and at the same time it is
fixed in us. Culture as an informal institute plays a different role in the formation of communities, be it national
culture, the culture of professional communities, religious or political culture. If we consider culture from the
psychological point of view, then culture promotes the development of moral attitudes of individuals. Such a
comparison provides a clear understanding of the importance of culture in the life of different communities.
Culture fulfills the role of conditions in which seemingly similar ideas and constructs acquire different
interpretations and roles.

Most of the post-Soviet cultures existing in the modern space have a common feature - the lack of dialogue
with the past and the dialogue with the future. This is in many respects the consequence of a heavy Soviet
history. However it is true that without dialogue with the past and the future, there is no dialogue in the present
- through which we connect with the past and think over the ways of the future, then the natural evolutionary
development turns out, and not stagnation or revolution.

At the same time, it cannot be denied that culture enables a large number of people to speak the same language
(not only in a linguistic sense) and, sharing common fundamental values, jointly solve common problems and
create spaces for "public happiness,” as Hannah Arendt wrote. This aspect, of course, is important, but the
attractive concept of "common values" has a dangerous potential to turn in the hands of power groups into an



argument against all individuals - they say, destroying the "bolts". We are now in a situation where a new
generation has grown up, and in general, it is already waiting for the country and society to conform to their
worldview and priorities. And this worldview and priorities are completely different from the worldview and
priorities that prevailed, say, in the 90s. People are focused on progress, on development, on integration into
the world space, on perceiving all the best that exists today and is happening in the world. To perceive, cognize,
rethink and create something on their own, but in the context of world development and integration. And this
is a very interesting process. If we look at the history of the development of different countries over the past
30 years, we, in general, started our transformation from one point of departure and, as Soviet people, tried to
transform society thinking and perceiving still according to Soviet canons. During this time, we have come to
very different results, and this difference, from my point of view, is due to the cultural, historical, spiritual and
civilizational context. Every nation has its own. So today we came to different societies. It is really difficult
to foresee how the situation will develop, but it is in a dispute, paradoxically, that completely different people
can have a mutual sense of trust. And all we can say now that only nowadays youth bring us to the next
society...

Well, precisely in the confrontation of completely different values, progress is making its way. Today, for
young people, this framework does not already exist. It is already natural for it to be part of the global world.
This is a reality that really saves us. This is probably the difference between for example North Macedonian
and Russian youth. Because the Russian youth, it seems to me, is more fragmented. But the difference in the
size of the territories can also be affected. Russia, which claims to be one of the leading global forces in the
world, can, of course, be afforded by young people, who are aiming for this goal. The North Macedonian
youth has no such goal. There are no such claims. Therefore, it seems to me that it is more open to the world
and receives more from it. We have just different roles.

2.1 Young Culture

Culture is in some measure a tradition, informal institute. Something grows, notices in the minds of people,
and they (often without any concern or elaborating) act in a certain way or make judgments about the actions
of others in the light of the ideas that they have. There's nothing you can do about it. However, not all traditions
are useful: bribery, theft, mental and spiritual laziness, drunkenness. And they need to be eradicated, away
from these attitudes in society, because now more and more societies are following the "open" path, the density
of intercultural communication is growing, globalization is spreading, and even now those barriers that existed
several decades ago are no longer exist. They were simply overcome, erased. So, for example, now I have the
opportunity to travel to foreign countries, which was almost impossible for people of the USSR several
decades ago. Students and schoolchildren go to study abroad, take part in international conferences and
projects, etc.

Young people of our time are following a more individual, egocentric way. At the same time, they are still
focused on those traditions that functioned not so long ago. We tend to think that the cultures are connected
with the terrain, both regional and national. But we see the emergence - and perhaps this is the product of
globalization - of other cultures, such as the so-called growing global business culture, technological cultures
and security cultures that cross borders. These are transnational cultures in the sense that they consist of people
who share a set of values that are signed by certain institutions. For example, there are also such peoples:
Southeast Asians, East Asians, North Americans and Europeans.

As an economist, I would like to consider the interrelationship between cultural and economic factors. One of
the arguments of the importance and significance of culture is the concept of the economically rational man
Smith, which has long been criticized. After all, objectively, an individual can not be detached from society,
because the society surrounding the world - and this is culture - plays an important role in the choice of
behaviour, and there can be no question of rationality here. An example is a purchase of an immeasurably
expensive and extremely expensive (in the economic sense) goods, which the individual chooses, based not
only on the budget and income but also on public assessments. We know that economic development
transforms cultures, but getting to know this truth does not help much when it is necessary to eliminate cultural
barriers that inhibit progress. We know that public systems are able to change their cultural attitudes, reacting
to significant upheavals. The sad experience of the Second World War turned Germany and Japan from the
most notorious militarists into the most ardent pacifists. Since culture and economic activity are interrelated,
changes in one are reflected in the other. Companies, for example, need to look at culture when expanding
markets, spheres of influence: in Bolivia, there is not a single McDonald's restaurant. If the demands of the
local population are uncomplicated, and companies simply stamp products developed elsewhere, the
efficiency of the economy and the price of products in foreign markets will inevitably decline.

There are cultures that contribute to the achievement of democratic stability, social justice and prosperity -



these are universal cultures of progress. And there are those who do not contribute. The universal culture of
progress is primarily Jewish, Confucian and Protestant. And some others - Mormons, Basques, Sikhs. These
cultures are based on certain values: focus on the future, education, success, thrift and ethical behaviour. There
can be also given an example of the Singapore economic miracle: at the time of independence (1965),
Singapore was a small poor country that had to import even fresh water and construction sand. Neighbour-
countries were unfriendly, but today, Singapore is a highly developed country with a market economy (with
low taxation), in which transnational corporations play an important role. Gross national product per capita is
one of the highest! The government's economic development strategy of Lee Kuan Yew, was built on the
transformation of Singapore into a financial and trade center of Southeast Asia, as well as attracting foreign
investors. "We welcomed every investor. We just got out of the skin to help them start production” - wrote Lee
Kuan Y. The fight against corruption began" by simplifying the procedures for making decisions and removing
any ambiguity in the laws as a result of the issuance of clear and simple rules, including the abolition of permits
and licensing". Thus, persistently applying the chosen modernization strategy within its own cultural values
(and changing and eradicating the unwholesome traditions), Singapore was able to become one of the most
highly developed countries in the world in an extremely short time.

Summing up all the above, one can come to the conclusion that not only culture but also many factors in
synergy, in their synthesis affect the development of the country in all spheres of young (and not only young)
life including economy. However, the ability that is different between groups of people must be recognized as
an element of their capabilities. That is why "culture always matters".

3. YOUTH

One Russian poet [lyinsky wrote that "young people are the main social value of a particular kind. This is not
only a demographic concept, but also an economic, social, political one; this is an objective social
phenomenon, always acting as a large specific age subgroup, which carries a huge intellectual and economic
potential, special abilities for creativity". That shows that definition of youth perhaps changes with
circumstances, especially with the changes in demographic, financial, economic and socio-cultural settings;
however, the definition that uses 15- 24 age cohort as youth fairly serves its statistical purposes for assessing
the needs of the young people and providing guidelines for youth development. The United Nations, as it was
written before, for statistical purposes, defines those persons between the ages of 15 and 24 as youth without
prejudice to other definitions by Member States. The African Youth Charter on the contrary: 15-35. At the
same time, the UN recognizes that the very meaning of the term "youth" differs significantly in different
countries of the world, and the definition of "youth has been constantly transformed depending on changing
political, economic and socio-cultural conditions." The World Health Organization and UNICEF use the term
"adolescents" for those aged 10 to 19, "youth" - for those aged 15 to 24, and the term "young people" - for
those between 10 and 24 years. The broad definition used by these specialized agencies, covering the age of
10 to 24 years, indicates that policy measures aimed at young people often have to yield results before the
15th anniversary. Youth is best understood as a period of transition from the dependence of childhood to
adulthood’s independence. That’s why, as a category, youth is more fluid than other fixed age-groups. Yet, age
is the easiest way to define this group, particularly in relation to education and employment.

To my mind, making some expert predictions, it has to be a little bit lower - <14, because some young people
already at 13-14 try to understand what job and work mean and there should be open possibilities for them in
order to start gain experience earlier and come up with an idea of their professional future. There was also
made some research, where | analyzed the years with which some young person becomes Bachelor Diploma
- normally it is 22, but in Poland it is only 21. So Poland government already looks in the future, where road
is opened for Poles Youth. But talking about rights of this youth — when society gives more rights (individual,
monitoring, voting, and economical) to some of its group there should be a question about responsibilities,
and the answer is behind the family.

3.1 Who are they now

Youth is a life stage, one that is not finite or linear. I must say here that half of young billionaires are self-made
entrepreneurs, the rest are heirs of large fortunes. And moreover, inclusion of such young people in political
processes will largely determine the overall political situation in the country and in the whole world.

The UN marks its annual International Youth Day on August 12 to “recognize efforts of the world’s youth in
enhancing global society,” and to engage them in becoming more actively involved in making positive
contributions to their communities. But for many youth ages (15 to 24 - one sixth of the world’s population)
their ability to contribute is hampered by challenging circumstances.



There are some characteristics of nowadays Young people:

1) are free in their ideological and political orientation;
2) are areserve, first of all, for the forces interested in carrying out reforms;
3) are most receptive to new ideas and reforms. And it has a new look at political and economic

processes;
4) are "caught", next to the political organization that makes politics, and the young people in it are
helping in this;
5) there are Youth organizations in which young people solve their own problems and it is part of a
political movement or political party.

And the conclusion is that it is necessary to take an active part in the political and economic education of the
youth conducting, for example, various youth programs, exhibitions, educational courses.

3.2 Unemployment
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Unemployment of young people from the point of view of macroeconomic development leads to:
A. Disruption of the process of movement of personnel in the economy
B. Slows economic growth
C. Reduces the efficiency of the production process
D. The loss of work skills, the formation of a dependent position
E. The refusal of a part of young people from labor as a source of existence, their transition to illegal and
criminal activities.

3.3 Which living conditions does Youth have?
The Figure 1 shows the difference between NEETs and non-NEETs youth.



Panel A. Living arrangements of NEETs and non-NEETs, aged 16 to 29, OECD average percentages, 2014
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Figure 1. Living arrangements
Source: http://www.oecd.org/social/society-at-a-glance-19991290.htm

4. TOMORROW

Today, being not only a global citizen but also a student, | realize that | have a moral responsibility towards
the environment. It is the youth of today that is going to bear the consequences of the actions of today. It is
our duty to ensure that our actions only do well to the environment and do not cause any more harm than what
is already done. As the young generation, our voice matters. Our words are starting to matter. We can not
change the past (however we should know our history), but by acting nowadays, we — youth from all over the
world — changing, expanding and improving future. Because the youth of today is the future of tomorrow. We
owe so much to this planet after all the opportunities and education that we have been provided with. The least
we can do is to ensure that mankind nurtures mother Earth forever. To me and probably to the youth across
the world, this is just the beginning of us taking over environmentally.

Youth is an experience that may shape an individual's level of dependency, which can be marked in various
ways according to different cultural perspectives. Personal experience is marked by an individual's cultural
norms or traditions, while a youth's level of dependency means the extent to which he still relies on his family
emotionally and economically

The growth of youth unemployment, which reached new heights of 22.5% across the European Union - one
of the most dramatic possible consequences of this growing divergence could arguably be the
disenfranchisement of labor market outsiders, especially young people, from social and political participation
(Ferragina et al. 2016). If the objective of policymakers is to revive social and political participation in a period
of great disenchantment and declining legitimacy for our democracies, there is definitely scope for further
inquiry and action into the effects of youth outsiderness on social and political participation.

In addition, "too high unemployment among young people is one of the main reasons for the rapid loss of
confidence and a serious threat to social democracy and cohesion,” says Rainer Hoffman, chairman of the
German Federation of Trade Unions (DGB) (Hoffmann, 2016). In his opinion, intercountry cooperation is
necessary in the field of employment promotion, ensuring the possibility of youth participation in non-
commercial social and environmental projects in different European countries. This will not solve the problem
of unemployment among young people but promotes tolerance, unity, and intercultural competence. The fight
against unemployment as a whole is a whole set of politician corrections that go far beyond labor market
programs: harmonizing corporate taxation and effectively combating tax evasion; regulation of capital
markets; strengthening the social rights of specialists.

Indeed, the last few years, protest youth movements have taken place in various countries around the world.
The reasons for youth unrest in different countries were different, as were their consequences and duration,
but based on the youth's concern about their future. In 2011, in Tunisia, the youth first took to the streets and
lit the spark of the "Arab spring". In Tahrir Square in Cairo, young people protested first, which subsequently
led to the fall of the regime in Egypt. In Europe, the speeches of the youth of Greece, Spain during the acute
economic crisis were related to discontent with measures taken by governments and unemployment. The
"Occupy Wall Street" movement, which began in the US, spread to 82 countries around the world and covered
about 1,000 cities in autumn 2011. In 2014, the beginning of the academic year was marked by student unrest
in Hong Kong.
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4.1 Program example in South Africa
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Global competition and competitive advantage are the main ideas of such programs.

CONCLUSION

Youth are the major stakeholders of today and tomorrow. It is essential that their ambitions and aspirations
become part of the current development paradigm.

Due to the fact that the psycho-emotional state of young people is still rather unstable, they did not form a
system of values, political views, beliefs, and their own opinion. Young people are subject to the influence of
numerous harmful factors: drug addiction, alcoholism, crime, prostitution, sectarianism and various radical
groups (OCG, terrorist groups). All this makes the youth an explosive social group. And the problems that
young people face (Economic, Social, Political) only exacerbate social tension in the state. For example, such
as unemployment, leads to the marginalization of young people who lose interest in the work and move into
the sphere of illegal earnings (crime, prostitution, drug and arms trafficking.) Which, as a result, adversely
affects economic growth. Young people - inexperienced, often do not have enough information. To choose a
future profession, to open one's own business, to find a job.

I believe that the state needs to strengthen its influence on the spheres of life of young people. To form an
active life position. To raise their awareness, hold various forums, conferences, special exhibitions and
educational programs. Simplify the placement of young specialists to graduate from the university, to
encourage employees in the specialty of various tax benefits. The state should lead and support young people,
citizens of the country at the stage of becoming a person.

It is also necessary to systematically support the Youth Entrepreneurship. Young people, without sufficient
information and momentum, will not actively engage in business activities. Raise their awareness, give tax
indulgence. Youth entrepreneurship will contribute to economic growth.

Young people are the most vulnerable and vulnerable social group. From young people directly, the future of
the country as a whole depends. From their views, opinions, established values. Young people - have a huge
creative and labor potential. Youth - The future of the country that will be replaced by generation and culture,
but what it will bring and how to further dispose of the country - depends on the actions carried out at this



time.

The growth of unemployment among young specialists leads not only to a deterioration in the living standards
of the young citizen's family but also to serious economic losses. Analysis of global trends in youth
unemployment shows that the rapid development of technology, changes in the organization of labor and labor
relations, as well as new forms of entrepreneurship, require constantly adapting to the new conditions of the
labor market and bringing professional skills in line with the needs of the labor market. To provide young
people with better opportunities, competitive positions for the transition to decent work, you need:

- provide young people with access to social protection and basic services, whatever their employment
contract, and create equal conditions for all, so that every single-minded young person, regardless of gender,
income level or socioeconomic status, can work productively;

- invest in education and training of the highest possible quality, giving young people skills that meet the
demands of the labor market;

- increase the volume of investment in production and increase the inclusiveness of labor markets and society
as awhole

- lower the age in the laws.

Perhaps at the end of this work | should quote the words of A.P Giannini (1870 - 1949), as saying: “I leave
everything to the young men. You’ve got to give youthful men authority and responsibility if you’re going to
build up an organization. Otherwise you’ll always be the boss yourself and you won’t leave anything behind
you.” And as Francis Bacon (1561 — 1626) said once: “Young men are fitter to invent than to judge; fitter for
execution than for counsel; and fitter for new projects than for settled business.” So act, go for it and get
involved! Wish you all success! Per Aspera Ad Astral
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ABSTRACT

Background. In the modern globalized world, migration is seen as a reality and an indicator of political and
socio-economic processes in the country. The article describes the main causes of migration of young and
qualified population, this problem is a priority in general for the Russian Federation. Over the past decades,
there has been a trend of outflows of the population, especially of young people and skilled personnel,
accompanied by a significant deterioration in both quantitative and qualitative parameters of the demographic
potential. The migration of foreign personnel in Russia doesn’t compensate for the “brain drain”. The Russian
Federation lacks comfortable working conditions for the young population, which eventually leads to the
outflow of creative youth and the undeveloped creative economy. Method. In the article based on an analysis
of migration indicators of the Russian Federation and identified priority specialties that are in demand abroad,
which was ranked, we offer a new model of work that allows you to individualize working conditions.
Findings. The results of the literature review and field research together produce an integrative model that
offers key insights for the labour market which can help companies understand how to attract young
professionals. It was revealed that qualified professionals, making decisions about migration consider such
indicators as working conditions, the possibility of choosing the most convenient schedule, capacity
development, based on their personal interests, the possibility of self-realization. Freelancing as
subcontracting make it possible to involve a specialist in business through remote team activity, and to fully
realize their creative potential, and also the freelancer is interested in the quality and effective performance of
work. Attracting and retaining these freelancers is an important success factor for the company. Companies
invest in young people, creating conditions conducive to the development of creative potential, develop the
creative economy. Hypotheses about the importance of the employee's "freedom" were confirmed as a result
of the econometric research. It is proved that to prevent the “brain drain” it is necessary to modernize the labor
process of qualified personnel in companies. Improvements. The introduction of a new model of labor in the
traditional companies of the Russian Federation will keep domestic specialists and attract foreign. Companies
need to encourage the development of innovative infrastructure. The main objective of large companies is to
create conditions for the realization of the potential, i.e., the job for freelancers, having a competitive basis.
The development of the creative economy raises the level of requirements for a qualification of workers in the
labour market and stimulates the migration of skilled personnel.

Keywords: migration, freelancing, brain drain, creative economy, individualization of labor

INTRODUCTION

Migration today is an essential mechanism of modern economic society. Two groups of countries involved in
the process of migration of labor force donor countries, i.e. those countries that import labour; and recipient
countries, which take labor. For the countries-importers of labour force migration is the appearance of
additional labour resources, which can contribute to the increase in GDP, providing job market. The increase
in the number of immigrants contributes to the renewal of human resources (Akimova). Unfortunately, the
economic consequences of global migration are both positive and negative. Negative consequences of labour
migration for exporting countries typically include two paragraph first, the loss of the greatest part of the active
labor resources, and secondly, the so-called brain drain (Mironov). Positive consequences include attracting
highly qualified specialists to the country.

There are many theories and concepts (models) of migration the impact of this phenomenon on the labour
market. To date, a unified theory of migration is not, however, the existing models, hypotheses may be used
in the practice to address the identified goals and objectives of the modern state. The founder of the study of
migration processes can be considered English statistics and demographer W. Farr which at the end of the
19th century expressed the hypothesis that migration evolves freely, without any specific patterns, like the
chaotic Brownian motion. English and German geographer, E. G. Ravenstein didn’t agree with the hypothesis
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of W. Farr and publishes scientific work Laws of migration, that was one of the first attempts to conceptualize
migration processes (migration approach) and the beginning of a deep research in the field of migration policy.

After the transition to a market economy to Russia has raised several serious problems. One of them is the
problem of brain drain or, in other words, leakage of highly qualified specialists abroad. The solution is very
important for the further development of the country, because the distribution processes of the brain drain lead
to a significant reduction in the quality of labor resources, human capital, threatening social and economic
stability in the country and the national security state. (Leskina)

Brain drain from Russia in modern economic literature has mixed reviews. Most economists appreciate this
phenomenon negatively, but there is another point of view. Those who adhere to the positive ratings believe
that in the absence of appropriate public funding of science, the existence of difficulties with employment in
the implementation of their profession, the emigration of professionals to more developed countries allow
them to maintain their skills and may even improve the professional level. ( Baranenkova)

Mostly professionals emigrated from Russia to work in other States are young people under the age of 30,
with higher or incomplete higher education. According to leading Russian demographers and S. V. Ryazantsev
L. L. Rybakovsky, the modern age is the ultimate youth range from 14 to 30 years; as a rule, the lower limit
is determined by the young people of 14-16 years, and the upper 25-30 years. These age boundaries youth are
mostly used in the modern Russian legislation. (Luk'yanec)

We can allocate multiple threads in the structure of the departure of youth abroad: the departure for permanent
residence with access to the labour market; departure of young people to work abroad in search of better
working conditions, departure for study; departure for Internship. The data of the Ministry of Internal Affairs
of the Russian Federation suggests that the flow of emigrants from the number of young people increases,
reaching a conservative estimate of 13-14 thousand people per year; This trips related to official contracts.
There are hidden from the official statistics, the migration thread associated with the exit grants, under the
guise of tourism, etc. At the same time, only according to the Census Bureau in the United States to annually
enter from Russia about 19 thousand people aged 15 to 30 years, only one student visas, excluding tourism
and employment.

Some States already have experience in developing relevant protective mechanisms, as they before Russia
was faced with the outflow of the intellectual potential on a large scale. It shows that it is possible within
certain limits to influence the natural process of the brain drain and to reduce its negative impact on the
economy of the country. However, in Russia, there are no suitable conditions for it to hold the specialists.
Despite the existence of programs to attract foreign experts, migration of foreign personnel in Russia does not
compensate for the brain drain.

The main objective of the study is to identify the categories of professionals who leave the country, the main
causes and to propose a new model for foreign-owned companies. The new model will keep the local
specialists and to attract foreign; it is based on the individualization of labor.

1. METHODOLOGY

In the study of migration statistics data were used Decoding Global Talent, studied surveys The World Bank,
used data of United Nations Statistics Division (UNSD), Federal State Statistics Service of the Russian
Federation (Rosstat). The main emphasis is on the identification of specialties, the age of the migrants and the
reasons for moving.

2. THE RESULTS

The study of immigration statistics showed that the methodology of emigration used by the Federal State
Statistics Service of the Russian Federation (Rosstat), are inadequate to the real situation. Russian statistics
retirements capture mostly the end of the term of temporary registration in Russia of the citizens of post-Soviet
countries, but not the emigration of Russian citizens to foreign countries. Thus, according to Rosstat, out of



353233 people who left Russia in 2015, the citizens of the Russian Federation were only 51.8 thousand, of
them to the countries of the far abroad, leaving 15243 people; In 2016 from Russia there were 313210 people,
from which citizens of the Russian Federation-58739 people, from the left in the countries of the far abroad
14752 persons.

At the same time, the Russian emigration statistics seriously underestimates the real immigrants with Russian
citizenship who travel to developed countries, as it includes only those people whose departure is accompanied
by the deregistration of the and most immigrants retain their status and housing in Russia and with the account
cannot be removed. The latter conclusion is confirmed by the comparison of the Russian data and national
statistics of countries of emigration they differ significantly.
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Figure 1. The main places of moving

Currently, researchers estimate that overseas there are about 2.7 million people of Russia, of which about 1.5
million people retain Russian citizenship. The geography of emigration is becoming more diverse to the old
leaders of 1990 (when check-out was mainly through the channels of ethnic emigration) to Germany, USA
and Israel added many new directions, increasingly, the countries of Central, Western and Northern Europe,
Australia.

According to research polls, most immigrants leave the country at the age of 26-30 years.
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31-35 years 24%

26-30 years 41%
21-25 years 23%

to 21 years 2%
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Figure 2. The age of the specialist at the time of departure



The level of education of immigrants in Western countries is much higher than in the Russian population
according to Rosstat, from 30% to 70% of these immigrants, depending on the country, the direction of the
exit had higher education. Foreign country statistics and results of the conducted in-depth interviews with
immigrants of the last 6 years show that this decade has been a real growth in skilled (intellectual) emigration
from Russia, but it is not a question of the annual departure of millions and even hundreds of thousands of
people.

Just annually, if to judge by the statistics of the host countries in recent years have emigrated to developed
countries is about 100 thousand people, of whom an average of about 40% had a higher education. Overall
gained to date abroad, the potential of Russians with higher education probably does not exceed 800 thousand
people. A list of specialists most often emigrating from Russia

cialists 59%
ecialists 57%
lists in digital analytics and automation 56%
ters 53%
-chers and scientists 50%
rers 439%

0% 10% 20% 30% 40% 50% 60% 70%

Figure 3. The specialty of immigrants

The diagram shows that it specialists (59%) and PR (57%) Most often leave the country abroad, also move
experts in the field of analytics and automation (56) Marketers (53%), scientists and researchers (50%) and
managers.

The main channels of emigration of Russians with higher education are Departure for study in magistracy or
postgraduate (7%) and to work (24%), and each second of gone to Europe in this way received "Blue Card"
for qualified specialists. The most part is a departure for personal reasons.
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conditions

5% Personal reasons
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Figure 4. The reasons for moving

Considering the causes of the working-age population to the repulsive factors can be attributed to difficulties



in the labour market, insufficiently comfortable working conditions, lower wages, reduced opportunities for
career development. For respondents who go to study (in Magistracy and postgraduate study), the opportunity
to receive not only education but also the place of work is on the foreground. Pull factors are more important
than pushing for some more age of respondents — those who already do not intend to learn, want to gain work
experience or life abroad.

Intellectual migration from Russia is not always irrevocable. Immigrants are divided into three groups,
according to their plans: about a third are those who know that will never return to Russia; the second group
is relatively small (about 15) are those who constantly studies the labor market in Russia and in the case of
attractive job offers ready to go back in the near future; the third group is the most numerous (about half) —
those who are not closing the possibility of returning to Russia permanently or temporarily, but a specific date
and prospects uncertain.

According to the research results, we can say that qualified specialists with higher education aged 26 to 30
years emigrate from Russia is largely for reasons of working conditions, salaries, and graphics. In many
companies it unlike overseas there are no conditions for comfortable work; therefore, Russian companies need
to think about the introduction of a new model of individualized labor. Many professionals who leave the
country are working in the field of information technology. An area in which change is constantly occurring
in the work environment; to write applications not necessarily be present in the workplace. A vivid example
is the Google Corporation with a flexible work schedule, comfortable, rooms, etc. the main task of the
employees is the performance of their duties. Therefore, the nature of personalized consist in the fact that the
participants are not involved in team activities, happening distance participation, in which everyone performs
their duties on favorable terms, i.e. freelancing.

To get creative and creative professionals, and deficit in this is necessary another technological way to use the
youth. The Russian company can educate creative young people by changing the rules of the work rule of
employment, allowing employees to be freer. For this implies that workers are given unit tasks under certain
conditions. The company should be interested in you attracting young, creative professionals to provide a
more flexible schedule and freedom of choice as a place of work, and time. Many professionals can take work
remotely, which can reduce costs.

CONCLUSION

Migration is neither positive not negative effect. Migration is inevitable. The state should use migration as a
tool for attracting professionals and for this it is necessary to create favorable conditions: the creation of
flexible forms of work and creative conditions will not only reduce the emigration of specialists from Russia
but attract foreign. Conditions freelancing will allow you to create customized working conditions in
companies, improve the creative potential of young people and to achieve better results in a short time.
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ABSTRACT

In the conditions of global competition of companies, such way of youth entrepreneurship as franchising is
becoming more and more promising and topical form.

Currently, the most common problems of youth entrepreneurship include lack of sufficient experience and
initial capital, ignorance of the market, competition with strong brands. As a result, many young people
abandon the idea of entrepreneurship and increase competition in the labor market, which is undesirable for
the economy. The decision mentioned problems can be found in the development of international franchising.
International franchising provides for many local companies an opportunity to bring new products, services
to the market, which are not yet available in the country and thus profitably distinguish themselves from
competitors. Speaking about the service sector, the service can be copied and promoted independently, but if
it is a case of production, then thanks to franchising the young entrepreneur receives the necessary raw
materials and equipment for the production of products strictly according to a certain technology.

The various researches show the international market of franchising has grown strongly in recent years. There
are new companies with interesting products and services, which reach the international level. For franchisees
the opportunity to develop their business outside the country through the franchising system is a chance of
active growth of the company, because it is difficult to do this alone due to the difference in mentality and
ignorance of the local market.

Generally, franchising has the following advantages: risk reduction, standardized products and systems,
available monitoring and counseling, current research and development, financial help, manuals, etc.

Thus, international franchising is the most stable and risk-protected form for young entrepreneurs, as
evidenced by the growth in sales by franchisees. The possibility of free exchange of technologies and quality
standards between partner countries allows maintaining a high level of competitiveness in comparison with
local companies.

Keywords: franchising, youth entrepreneurship, global competition, service market


mailto:anna_tatarnikova@mail.ru
mailto:suvkurst@mail.ru

1. INTRODUCTION

In the conditions of global competition of companies, such way of youth entrepreneurship as franchising is
becoming more and more promising and topical form.

Small business, the most characteristic for young people, is the most important element of the market
economy, without which the state can not harmoniously develop, and largely determines the rate of economic
growth, the structure and quality of the gross national product.

Currently, the most common problems of youth entrepreneurship include lack of sufficient experience and
initial capital, ignorance of the market, competition with strong brands. As a result, many young people
abandon the idea of entrepreneurship and increase competition in the labor market, which is undesirable for
the economy. The decision mentioned problems can be found in the development of international franchising.
Franchising is a system of relationships consisting in a paid transfer by one party (a major well-known firm)
to another party (firm or entrepreneur) of its trademark, corporate identity, as well as technology of doing
business and other commercial information. The main advantages of this form of entrepreneurial activity are
the processing of the business model and the support of the franchisor, which contribute to the organization
of a stable business and income generation (Bodina, 2014).

In the Oxford Dictionary of English, it is noted that "franchising" is all the rights and liberties of episcopates
granted by the royal crown in 1559, and "franchises" are fairs, markets and other places reserved for commerce
(Oxford Dictionary of English, 2010).

International franchising provides for many local companies an opportunity to bring new products, services
to the market, which are not yet available in the country and thus profitably distinguish themselves from
competitors. Speaking about the service sector, the service can be copied and promoted independently, but if
it is a case of production, then thanks to franchising the young entrepreneur receives the necessary raw
materials and equipment for the production of products strictly according to a certain technology.

Franchisee undertakes to sell the product or services according to predetermined laws and rules of doing
business, which is established by the franchisor. In exchange for the implementation of all these rules, the
franchisee obtains permission to use the company name, its reputation, product and services, marketing
technologies, expertise, and support mechanisms. To obtain such rights, the franchisee makes an initial
contribution to the franchisor, and then pays monthly installments. This is a kind of rent, because the franchisee
is never the full owner of the trademark, but simply has the right to use the trademark for the period of payment
of monthly installments. The amounts of these contributions are stipulated in the franchise agreement
(contract) and are subject to negotiations. A franchise package (a complete business system transferred by the
franchisee) allows the respective entrepreneur to conduct his business successfully without even having prior
experience, knowledge or training in this field (Shagova, 2011).

A franchisor is in most cases a large company that has a certain business reputation and a well-developed
brand in the consumer market. It issues a franchise under a franchise agreement for a certain period of time
and on the agreed terms to the user for the right to use the franchiser's trademark in a certain territory in his
commercial activity. The franchisor issues a license or transfers the right to use its trademark, technology and
operating systems. First of all, such a company works for its image, develops its business and debuts business
processes, and then sells its franchises to those who wish to repeat its success.

The franchisee is a legal entity that acquires from a franchisor for a certain period and under certain conditions
an exclusive right to conduct commercial activities using the trademark and technologies of the right holder
in a certain territory. For the possibility of training, the use of a trademark, the system of work and support in
building a business franchisee pays the franchisor a service fee (royalties). In addition, the franchisee makes
an initial contribution for helping to open a business.

It is necessary to divide the concepts of franchise and franchise system. The franchise is a business system
that a franchisor sells to a franchisee. The franchise package includes methodological manuals for conducting
activities and other materials from the franchisor. The franchise acts as the object of a franchise agreement
and represents a set of various advantages, which includes the right to use the brand and business model of
the franchisor. The franchise can be the methods of doing business, technology and a trademark with mutual
obligations and benefits between the transferring and receiving parties, provided for a fee and issued in
accordance with the law on the protection of intellectual property.

The franchise system is the organizational structure of a franchise business that consists of a franchisor
company at the head and a franchise network (franchisee) that is under its control.

Many entrepreneurs have already appreciated this way of doing business. However, we can identify a number
of difficulties that hamper the development of franchising (Bodina, 2014). The main difficulties hampering
the promotion of franchising are:

- imperfection of the legislation in this area;

- low state support;



- lack of interest of banks in interaction with franchising systems;

- low popularity of franchising.

Despite the difficulties mentioned, the various researches show the international market of franchising has
grown strongly in recent years. There are new companies with interesting products and services, which reach
the international level. For franchisees the opportunity to develop their business outside the country through
the franchising system is a chance of active growth of the company, because it is difficult to do this alone due
to the difference in mentality and ignorance of the local market.

As a rule, franchising has the following advantages: risk reduction, standardized products and systems,
accessible monitoring and counseling, ongoing research and development, financial assistance, guidance, etc.
Franchising has found its greatest spread in the sphere of catering. The purchase of a fast food franchise has
become popular because in this area almost everything comes down to established standards. The owners of
the brand have the opportunity to develop their business, spread it. And entrepreneurs can freely use the proven
mechanisms of work, advertising and customer loyalty.

Most entrepreneurs understand that the fast food market is one of the most profitable business areas. However,
the promotion of your own brand may take a lot of time and money, moreover, even after taking all possible
measures, no one can guarantee you a one hundred percent success. That is why one of the most popular
options, both among experienced businessmen and among beginners, is the purchase of a franchise already
promoted network of fast food restaurants.

The franchise for fast food allows you to save money. It's about saving time, because in the first stages it
allows you to get rid of unnecessary problems in organizational moments.

Thus, the benefits of franchising catering for franchisees are as follows:

1). The famous name. The likelihood that the client would prefer to go to a familiar fast food restaurant is
extremely high. Accordingly, acquiring a franchise of the famous network, the franchisee automatically
receives a high demand for its products and ready-made client base. Of course, the degree of fame of a
franchisor may be different, and the more it will be, the more profits you can get from the first days of work.

2). Ready and effective business model. The competent management of the franchisor, the favorable location
of the restaurant and the proper organization of the business as a whole make it possible to ensure a high
profitability of the franchise establishment even at the start of the project.

3). Consultations on all aspects of the fast food restaurant. Most of the developed networks of catering
establishments provide new partners with the services of their specialists and personal supervisors who provide
advice on all legal, financial, organizational and other issues of the restaurant's activities.

4). Assistance in finding the necessary equipment. Almost all companies working in this area pay a lot of
attention to the organization of the franchise business, the most important aspect of which is properly selected
equipment. Some of the franchisors not only take responsibility for finding the right equipment, but also help
their partners with its installation and give detailed instructions on how to use it.

5). Marketing support. Despite the fact that the promoted brand itself is a huge advantage, both for the network
itself and for its franchisees, companies are making the institutions of their new partners a part of their own
federal and regional advertising campaigns. Moreover, most franchisors working in the field of fast food
familiarize their partners with their marketing strategies and give them branded promotional materials. Also
the information about the franchisee restaurant is posted on the official website of the company.

6). Ready-made assortment of dishes, disclosure of recipes of the network. Almost every chain of fast-food
restaurants has its own, unique menu with properly placed accents. Access to the recipe, which is sometimes
(as in the case of KFC) is a secret, and just the subtleties of preparing specialties give franchisees another
advantage at the start of the project.

7). Training of franchisee and its employees. Serious companies working in the field of fast food, consider it
necessary to familiarize new partners and their employees with all the intricacies of business organization and
technologies for providing quality services. For this, franchisers tend to intern their franchisees and their staff,
conduct special seminars and trainings.

8). Providing contacts of trusted suppliers. Delivering quality products at reasonable prices is one of the factors
in the success of this business. Since franchisors are also interested in the development of your institution,
they usually provide contacts to partners that supply only high-quality products. So, the franchisee
automatically insures itself against the risk of receiving second-class goods at an inflated price.

9). The ability to exchange information with branches in other cities, consult with specialists on a regular
basis, get all the necessary additional information, jointly find out possible financial problems.

For franchise sellers, running such a business is very profitable. They are interested in the possibilities of its
maximum development. A novice entrepreneur buys the right to use the brand, and the owner receives a large
flow of customers.

Today, such a variant of franchising is a great opportunity to diversify business, increase its reliability and
success. But, much in this case also depends on the personal qualities of the scheme. Therefore, when you



want to choose one of the options, you should assess all prospects for the development of the case for yourself,
and then make the final decision. The development network, the stage and the system are different. First get
all the possible information, and then spend your money.

Thus, international franchising is the most stable and risk-protected form for young entrepreneurs, as
evidenced by increased sales of franchisees. The possibility of free exchange of technologies and quality
standards between partner countries allows to maintain a high level of competitiveness in comparison with
local companies.
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ABSTRACT

When we finished our university life, first we always start to think about what we are going to do.

We have lots of options, such as start master’s degree program, travel somewhere, find an internship or try to
find a job. Especially in Turkey if you couldn’t find a job about your occupation, you can start master’s degree,
some ‘Work and Travel” program or travel somewhere. But these three options depend on your financial
situation. I mean your family have to support you otherwise you have to start work in daily jobs or low paid
jobs like waiter, delivery staff etc. This is how it works even in USA, UK, Asia, or big European countries.
This is really huge problem for a sustainable future. Most of youth cannot work in their occupation or which
bachelor degree they have.

Have you ever thought why unemployment rates are different each countries? Or

How can we decrease the unemployment rate?

Who is the responsible from this problem?

These may be most determinant factors of unemployment rate: Culture, region, quality of education.

So as we got to understand, factors such as culture, region, quality of education play a massive part in shaping
our future right now. But what is the importance of each one of these three determinant factors? Which one is
by far the most important one?

Let me examine and answer to these questions.

Keywords: Unemployment, education, youth, Europe, solutions.

INTRODUCTION

There is wide variation in youth unemployment among OECD countries. This paper seeks to explain some of
this variation on the basis of institutional and economic differences between countries. Economic differences
are captured by the rate of adult unemployment, which proxies for the overall state of the labor market. Two
institutional factors play a central part: the educational system’s role in signalling the suitability of a job seeker
for a particular job, and the degree to which employers are prevented from dismissing workers. | show that,
as might be expected, relative to the level of adult unemployment, youth unemployment is high in regulated
labor markets in which employers are restricted in their freedom to dismiss unsuitable workers. Conversely,
it tends to be low in liberal labor markets and also in countries in which the educational system sends very
clear signals about job seekers’ abilities and skills. This latter can offset the tendency for higher youth
unemployment in regulated labor markets. These arguments are supported by the results of regression analyses
using data from 27 OECD countries from the late 1990s.

Since we were kids, we got to hear these kind of questions; What is your dream job or what you are going to
be, what will be your occupation?

Most of the children have some dream about their future job but especially when we graduate from high
school, if your family do not plan your education life and your teacher, mentor do not give some advise
according to their experiences, you really start to think about what really you are going to do or what will you
like to do in professional life. It is a serious issue even for that age. Some of you may be lucky because you
can know about scholarship, free education, volunteer program accidentally. But just some for of you, the
question will be ‘What will happen to rest of youth?’.

At the same time development of technology and changing of trends cause some professions are formed while
some professions are disappearing. Youth unemployment rate that is the one of the biggest problem of Europe
is forcing Eurozone. Greece, Spain, Portugal, France and Italy are struggling with a great economic crisis.
Graphic 1 shows the unemployment rates of the major countries in Europe.


mailto:beyazz.omer@gmail.com

Greece ** 43.2%

Spain 33.8%
Italy 31.9%
Croatia*** 23.6%
Cyprus™** 22.4%
Portugal 20.8%
France 20.4%
Finland 18.4%
Slowakia 17.9%
Belgium** 17%
Romamoa** 16.8%
16.8%
Figure 1

Does the increasing rate of youth unemployment in different parts of the world try to send us messages? How
much the factor like socio-cultural differences, political, crisis, quality of education, region, welfare level,
period influence the unemployment? How we can provide job opportunity to youth?

1. YOUTH

The youths are the backbone of every society. “Youth” is best understood as a period of transition from the
dependence of childhood to adulthood’s independence and awareness of our interdependence as members of
a community. Youth is a more fluid category than a fixed age-group.

However, age is the easiest way to define this group, particularly in relation to education and employment.
Therefore “youth” is often indicated as a person between the age where he/she may leave compulsory
education, and the age at which he/she finds his/her first employment. This later age limit has been increasing,
as higher levels of unemployment and the cost of setting up an independent household puts many young people
into a prolonged period of dependency.

The youth in 21. Century is totally different from ones before. They did not see anything like World war or
famine. For example, if you born in 1977 between 1994 you are Generation Y or in 1995 between 2012 you
are Generation Z. Researchers call these two generation as a child born in technology. Old people say to youth
"You are so lucky because of technology, we did not have a chance like that, you can reach almost everything
with internet'. But I am not sure youth is lucky because of technology and internet. As said before "With great
power comes great responsibility”, if you cannot learn how can use technology and internet, you can lose
yourself specially for youth. It can be dangerous in wrong hands. We have to educate the youth about
technology and internet in the correct way.

On the other hands the technology start to steal our jobs from our hands. “Industry Four” is the upcoming
trend in the manufacturing world and this new trend will be the major enemy for the increasing unemployment
ratios. I will explain that ‘How we can protect our job opportunities and ourselves?’ in solutions of youth
unemployment part.



2. UNEMPLOYMENT

Unemployment is defined as a situation where someone of working age is not able to get a job but would like
to be in full-time employment.

A person's labor force status falls into one of three categories: employed, unemployed or economically
inactive. Eurostat uses the International Labor Organization (ILO)'s definitions of employment and
unemployment. The labor force, also called the active population, comprises those employed or unemployed.
The definitions apply to young people just as they do to any other age group.

Youth unemployment rate is the percentage of the unemployed in the age group 15 to 24 years old compared
to the total labor force in that age group. However, it should be remembered that a large share of people
between these ages are outside the labor market (since many youths are studying full time and thus are not
available for work), which explains why youth unemployment rates are generally higher than overall
unemployment rates, or those of other age groups. For this reason the youth unemployment ratio is often used:
the percentage of unemployed young people compared to the total population of that age group (not only the
active, but also the inactive such as students).

The main indicator of youth unemployment is the youth unemployment rate for the age group 15-24. This uses
the same standard definition as the unemployment rate for the population of working age. For a given age
group, it is the number of those unemployed divided by the total number of people in the labor market
(employed plus unemployed).

Because not every young person is in the labor market, the youth unemployment rate does not reflect the
proportion of all young adults who are unemployed. Youth unemployment rates are frequently misinterpreted
in this sense. A 25 % youth unemployment rate does not mean that 'l out of 4 young persons is unemployed'.
This is a common fallacy. Also, the youth unemployment rate may be high even if the number of unemployed
persons is limited. This may be the case when the young labor force (i.e. the rate's denominator) is relatively
small. This is not an issue for the unemployment rate of the whole population of working age due to the higher
participation of that population in the labor market (43 % at ages 15-24, compared to 85 % at ages 25-54, 2012
EU-28 estimates).

Another indicator of youth unemployment published by Eurostat is the youth unemployment ratio. This has
the same numerator as the youth unemployment rate, but the denominator is the total population aged 15 to
24. It thus gives an unemployment-to-population measure. The size of the youth labor market (i.e. the size of
the young labor force) does not trigger effects in the youth unemployment ratio, contrary to the unemployment
rate.

The youth unemployment ratio is by definition always smaller than the youth unemployment rate, typically
less than half of it. This difference is entirely due to the different denominators.

3. TYPES OF UNEMPLOYMENT

a). Demand Deficient Unemployment. — Lack of aggregate demand in economy (e.g. unemployment rises in
a recession)

b). Structural Unemployment — workers lack necessary skills or suffer from geographical immobility

c). Real Wage Unemployment — wages above equilibrium, e.g. due to high national minimum wage.

d). Frictional unemployment — workers in between jobs

e). Voluntary Unemployment. — workers prefer not to work

4. YOUTH UNEMPLOYMENT
The youth unemployment rate is the number of unemployed 15- 24 year-olds expressed as a percentage of the
youth labor force. Unemployed people are those who report that they are without work, that they are available

for work and that they have taken active steps to find work in the last four weeks.

For much of the last decade, global leaders in business, government and the non-profit world have been
sounding a loud alarm about a mounting youth employment crisis.



Nearly every country in the world grapples with this challenge, but it hits low-income countries especially
hard. And even where there is work, much of it is low-paying. The ILO estimates that about 156 million (or
38%) employed youth in emerging and developing countries were living in extreme or moderate poverty in
2016 -- equivalent to less than $3.10 per day. This is huge gap.

Without work experience and income, these young people are vulnerable to a lifetime of continued poverty.
Desperately searching for a more promising future, they migrate to other countries where they will likely also
struggle to find work and a better life. Their plight also has major implications for national companies and
global businesses seeking to expand or invest in frontier markets that hold economic promise. Chronic youth
unemployment puts a brake on national economies, and the lack of a literate and skilled young workforce
limits businesses’ ability to generate higher growth, better profits and more jobs.

Furthermore, businesses’ ability to innovate and modernize is inhibited when so many young workers don’t
have the skills they need to succeed in increasingly automated workplaces. As the International Commission
for Financing Global Education Opportunities reported last year, about 40% of employers worldwide find it
difficult to recruit people with the skills they need.

It will be difficult to narrow that skills gap — especially in developing countries — so long as there are hundreds
of millions of children who never receive even a primary school education or get schooling of such poor
quality they don’t really learn what they need to know. That’s the much quieter — too quiet — crisis lurking
behind youth unemployment. Global businesses and other major private sector institutions have a big stake in
helping turn it around. Responses to the global education crisis have for too long lacked the great urgency and
resources necessary to solve it.
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4.1 Youth unemployment causes

a). Absences of quality education: One of the main causes of the youth unemployment crisis is the lack of
quality education worldwide. For example there are lots of youth who graduated from Business Administration
department in Turkey recently but most of them are working in different jobs or they do not work due to their
education quality. Employers wants different skills from them like crisis management. Imagine that they did
have not any idea what is the Business Administration when they choose this department. This is horrible and
dangerous for our future.

Now most of the youth can study university, it is not a big deal. Everyone wants to be a lawyer, doctor, engineer



but also countries needs to workers, plumber, repairman etc.
The government have to help for students to shape their future, make students want to work on different sector.
By ensuring quality education globally, students will be able to acquire skills needed for gaining employment.

b). Financial crisis: Though the current youth unemployment crisis is not caused by the financial crisis alone
but it makes more fragile economic. As we all now Greece and Spain, for example, were experiencing high
youth unemployment years before the financial downturn, and a sudden surging of economies wouldn’t be
enough to put the 74 million unemployed young people to work. Furthermore, the youth unemployment rate
is two to three times higher than the adult rate no matter the economic climate. The recession does, however,
affect the quality and security of jobs available to young people.

c). Skill mismatch: The skills mismatch is a youth unemployment cause that affects young people everywhere.
There are millions of young people out of school and ready to work, but businesses need skills these young
people never got. Young people end up experiencing a difficult school-to-work transition, and businesses are
unable to find suitable candidates for their positions.

Similarly, young people who have advanced degrees find themselves overqualified for their jobs, and many
young people are also underemployed, meaning they work fewer hours than they would prefer. There is an
economic as well as a personal cost here: young people are not being allowed to work to their full potential.

d). Corruption: Corruption is considered a strong constraint on growth and development. Economies that are
afflicted by a high level of corruption—which involves the misuse of power in the form of money or authority
to achieve certain goals in illegal, dishonest or unfair ways—are not capable of prospering as fully as those
with a low level of corruption. Corrupted economies are just not able to function properly because corruption
prevents the natural laws of the economy from functioning freely. As a result, corruption in a nation's political
and economic operations causes its entire society to suffer.

e). Lack of entrepreneurship and life skills education: The impacts on the educational system won’t be enough
because starting a new business will require so much investment and most of the people won’t dare to take
that kind of risk. Because it takes too much time and effort for affording for a new job and if your plans fail,
you will lose approximately everything. The improper funding of various learning institutions in the world
has bred enough bags and bunches of unemployed youths. Young people want to make their own business by
starting businesses often struggle to find access to affordable loans, or loans in general. This is partially due
to a lack of collateral. High interest rates also make it difficult for young people to repay their loans on time.
The World Bank notes that <1% of loan portfolios of loan providers are directed at those under the age of 30.

4.2 Usual solutions of youth unemployment

a). Quality education: Initiatives or extracurricular instruction that target the skills gap can focus on anything
from employability skills to job hunting and interviewing to entrepreneurship to vocational education
(including opportunities in the green economy). Ideally, in the future, these kinds of education will be
embedded into national curricula, tackling the skills gap. The child ages are the most important time period of
a person’s life time about the creativity factor. For increasing the creativity in primary schools, the lessons
about arts, building structures, music and others with creativity factors have to be regarded and in every class,
those lessons have competitions and rewards for gaining children’s attention. In high school level, all of the
children are so obsessed with their exam scores and the university pass exam. Playing on a music band, playing
a sport or coping with a hobby is meaningless and ineffective. Playing a music instruments, joining a team
sport and doing any kind of an art also helps people to increase their creativity. Playing an instrument on
professional level or playing on a sport team will add the student’s exam points, this will be the most efficient
way to push students for being social and creative. Those extra motivation and boost will affect the attention
about creative activities. Skill is an important way of investing in the youths. The skill youths acquire will
help them to be publicly employed and also self employment.

b). Gender equality: To resolve the youth unemployment crisis, the focus must also shift toward gender
equality in education. Focusing on girls. Gender distribution in the international labor force is woefully
disproportionate. According to the ILO, 53.9 percent of young men compared to 37.3 percent of young women
are employed. This is due in part to cultural beliefs regarding working women, but also has to do with a lack
of women’s education. Globally, 61 million young women are not enrolled in primary or lower-secondary
school. Therefore, addressing gender inequality in education is a necessary step towards reducing youth
unemployment.



c). Fighting Corruption: The sincere fight to eliminate corruption in various countries is an important and
helpful tool to reduce high youth unemployment. It is the dishonest way of leaders that made them to embezzle
the money which would have been used for national development and employment generation to foreign
banks. A lasting solution to youth unemployment is devising means to stop corruption which in turn will
prevent the governing body from money laundering. Strong anti-corruption bodies should be established and
they are to be independent of government. Punishing any government official caught in corrupt practice is an
important tool to be used to create employment for the world youths. Irrespective of the class of offence the
official committed and that is stamped corruption, adequate punishment is to be exercised on the offender.

d). Skills matching: It was reported in 2016 that about 40 percent of employers find it difficult to recruit people
with needed skills. The private sector, government and education systems need to start collaborating to
determine what knowledge and skills young people should be taught in order to find rewarding work.
Considering businesses are suffering from the skills mismatch, too, they need to take a more active role in
promoting appropriate education and skill-building for young people from an early age.

Representatives from HR can provide career advice and give advice on job hunting, too. Social enterprise
initiatives and non-profits are helping facilitate these connections, as are schools individually. However, wider
efforts to involve the private sector in education are needed.

e). Youth access to capital: The greatest challenge facing global education is a lack of investment, a concept
the business community understands well. Aside from reforming education, tackling youth unemployment
will also take commitment to funding research, educational programs and employment programs. For young
people keen to get start-ups funded, they don’t have to rely on banks alone. There are lots of angel investors
and also crowdfunding sites like Kiva.org and networks like Youth Business International give young people
all over the world the chance to get the support they need to build their enterprises and increase their incomes.
With more programmes like these being created every day, the future is getting brighter for aspiring
entrepreneurs.

That, to be sure, is a big leap, especially as governments — industrialized donor countries and develoment
countries alike — are straining to meet so many other needs within their borders and around the world. But
without this new level of investment generations of children will miss out on the education they deserve — and
the repercussions will reverberate around the world.

CONCLUSION

In conclusion, the most important factors in young unemployment in today's world are to keep up with
education and the era. Also the economic crisis has had effects that go beyond a significant increase in youth
unemployment. Especially countries like Singapore, Finland and Japan, which have a high level of wealth and
high quality education, is good at keeping youth unemployment rate in low level. Now, global world take
action about this issue.

Resolving the youth unemployment crisis is critical for not only the well-being of youths worldwide, but also
for the global economy. Mass youth unemployment slows progress and thereby it is essential to take steps
toward ending it.

So as we got to understand, youth unemployment rate a massive part in shaping future right now in the world.

Graphic 2 shows the unemployment rates increase every year and it is going to increase next year too. But |
believe that it will start to decrease in 5 years.
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ABSTRACT

Against the backdrop of intensification of the globalization processes, there is a growing interest in the use of
money that would meet the needs of the time, that is, electronic money and virtual currencies. As to the attitude
of many Ukrainian scientists towards the issue of the existence of virtual currencies, it is very different. There
is no one united mind about the essence of the concept of virtual currencies. Someone say that it is financial
innovation which will save payment system of the world, and on the other side it could be the instrument of
money laundering and terrorist financing. In the article the author explores the essence of the virtual currency.
Also in the article you can see the rating of cryptocurrencies and learn about top 10 virtual currencies in terms
of capitalization. The goal of this study is to analyze the problems of using virtual currency in Ukraine, to
determine the prospects for its development in the country and the possibility of developing its own virtual
currency. In the article you can see the classification of the virtual currency and comparing of their distinctive
features. The author defines the state of the crypto market in Ukraine and the trends of its development in the
world. For example, Ukraine is in the top 10 countries in the world by the number of virtual currency users,
and daily trading volumes using hryvnia reach 1.9 million US dollars. In the article you should learn about the
main stages in the development and establishment of Ukrainian cryptocurrency which called Karbo. The
creators of Karbo presents it like is a decentralized peer-to-peer exchange network and stable exchange
medium, designed to be used by customers and merchants as private Internet money that respects and protects
their privacy. They think that in future Karbo will be a national electronic exchange tool not only in Ukraine,
but in the world. In the article the author tell about the legal status of virtual and cryptocurrencies in Ukraine.
It should be noted that the financial regulator states that cryptocurrency is not subject to the regulation of
currency legislation and curries a lot of risks not only for it owners, but to the economy of the country at all.
The result of this study is highlighting the risks of cryptocurrency in Ukrainian market and finding
opportunities to cover such risks.

Keywords: virtual currency, cryptocurrency, stock exchange, crypto market, Karbo.

INTRODUCTION

Against the backdrop of intensification of the globalization processes, there is a growing interest in the use of
money that would meet the needs of the time, that is, electronic money and virtual currencies. Global financial
crises, the development of financial technologies and changes in consumer preferences regarding enhancing
mobility, convenience, speed, availability, security and reduction in cost of services and information
visualization have contributed to the emergence of virtual communities with the creation and distribution of
their own currency and retail payment systems.

As to the attitude of many Ukrainian scientists towards the issue of the existence of virtual currencies, it is as
follows. Virtual currencies, on the one hand, is a financial innovation that would contribute to the development
of payment systems both at the national and global levels and, on the other, could become the instrument of
money laundering and terrorist financing in the hands of criminal elements. This is the relevance of the chosen
topic.

The goal of this study is to analyze the problems of using virtual currency in Ukraine, to determine the
prospects for its development in the country and the possibility of developing its own virtual currency.



1. THE DIFFERENCE BETWEEN VIRTUAL CURRENCY AND REAL MONEY

Virtual currency differs from real money, which has the form of the coins and paper money of the country,
and is its legal means of payment and widely acceptedand usedas aninstrument of exchange in the country of
issue. Virtual currency is also different from electronic money, which is a digital means of expressing real
money, and used for electronic transfer of the reflected real currency value and acts as a legal means of
payment. Virtual currency is essentially the currency that operates transparently, is freely distributed not
through the banking system, shows no depreciation, has reliable protection against counterfeiting, and can be
used not only as a measure of value and a means of payment, but also as an investment vehicle. This is
confirmed by the creation and successful operation of virtual currency exchanges, investment projects and
infrastructure elements. (Karcheva, Nikitchuk, 2015)

Virtual currency or cryptocurrency may not be compared with electronic money for a number of reasons:

- cryptocurrency does not determine any debt obligations of its owner or issuer;

- there is no single emission center or central administrator in the cryptocurrency system;

- payments can be made on an anonymous basis within a certain cryptocurrency system, which for payers and
recipients of cryptocurrency means a complete lack of control on the part of any third parties, including
government authorities;

- the process of creating new types of cryptocurrencies or increasing the volume of cryptocurrency within one
cryptocurrency system is possible. (MacDonald, Allen, Potts, 2016)

2. CRYPTOCURRENCY IN THE WORLD AND RATINGS OF THEIR RELIABILITY

Many people in Ukraine and the world as a whole usually identify the concept of virtual currency and
cryptocurrency with Bitcoin as the first and most famous of these currencies, although more than 800 different
virtual currencies, over 80 of which are direct clones of Bitcoin, turn round at exchanges. CoinMarketCap
indicates the availability of 1640 virtual currencies and the operation of 11,168 markets.

It should be noted that the number of virtual currencies - Bitcoin clones or currencies created on the basis of
Bitcoin is annually increasing. Thus, 19 such cryptocurrencies appeared in 2017. According to forecasts, in
the current year 2018, there may be more than 50 such currencies that could significantly reduce the cost of
Bitcoin (more than 10%). It bears reminding that on August 1, 2017, Bitcoin was divided into two separate
currencies - Bitcoin (Original) and Bitcoin Cash due to the fact that the developers of cryptocurrency could
not resolve differences of the software. The most successful of these two currencies is Bitcoin Cash.
Nowadays, its capitalization is 18 billion US dollars. The top 10 virtual currencies in terms of capitalization

for the entire period of their existence are shown in Fig.1.
(OfitsiinyisaitinformatsiinohoahentstvaBitcoincharts, 2018)
Cryptocurrencies -~ Watchlist usb - Next 100 — | View Al
‘8 Name Market Cap Price Volume (24h) Circulating Supply Change (24h) Price Graph (7d)
1 Bitcoin $127 322 587 213 §7 455,87 $4 477 740 000 17 076 825 BTC -0,75%
2 4 Ethereum $58 840 384 862 $569,08 $1 742 920 000 99 885 050 ETH -0,29%
3 «§ Ripple $25944 691 781 $0,661154  $396 093 000 39 241 525 848 XRP * 1,62%
4 Bitcoin Cash $18376 082914 $107044  $636 797 000 17 166 850 BCH 45
5 & EOS $12 196 386 887 $13,61 $1 326 960 000 896 149 492 EOS * 0,62%
6 Litecoin $6 693 234 906 $117.75  $274 347 000 56 845 173 LTC -1,55%
7 = Cardano $5 384 767 353 $0,207689 $102 130 000 25927 070 538 ADA* -3,03%
8 « Stellar $5313 375293 $0,285970 $46 290 200 16 580 184 261 XLM * -1,83%
9 £ I0TA $4 6935 432712 $1,69 $80 237 200 2779530283 MIOTA™* 217%
10 TRON $3 843 562 284 $0,058459 $190 053 000 65748 111 645 TRX™ -0,53%

Figure 1.The top 10 virtual currencies in terms of capitalization (print screen)



At fig.2 you can see percentage of total market capitalization of virtual currencies since 2013.
(OfitsiinyisaitinformatsiinohoahentstvaBitcoincharts, 2018)
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Figure 2.Percentage of total market capitalization of virtual currencies (print screen)

As you can see from fig.2 in 2018 the amounts capitalized virtual currencies compared to 2013
decreased.Instead, we can see a variety of such capitalizedvirtual currencies and it is good for the market of
such type of currency.

It should be noted that the financial rating agency Weiss Ratings published the rating of 93 cryptocurrencies
in May this year. The company has evaluated them by two criteria: technology and distribution, as well as
risk/reward ratio.

The researchers argue that the results have been obtained with the use of a complex algorithm rather than the
arithmetic mean of these criteria.

Weiss Ratings has assigned the A - E grades to cryptocurrencies, where A is the highest and E is the lowest
grade.

None of the rating participants has received an A grade.

The best indicator, a B grade, has been received by the three cryptocurrencies -Cardano, EOS and Decred.
The ranking further contains the currencies with the grade of B-. This category includes Bitcoin, Ethereum,
Ripple, Stellar, TRON. (Reytingkriptovalyut: bitkoin ne popal v troykuliderov, 2018)

Here are the indicators of cryptocurrencies with the capitalization of 5 billion USD and above (table 1).

Table 1
Highest rated cryptocurrencies
(with5 billion USD or more in market cap)
) . . s Technology and Investment risk and
Cryptocurrency Overall Weiss Rating adoption® reward®

Bitcoin B- B D+
Cardano B A- D+
EOS B A- C-
Ethereum B- B C-
Ripple B- B+ D+
Stellar B- B C-
TRON B- B- C-

“ A = excellent; B = good; C = fear; D = weak; E = very weak

And here is a list of the worst ranking cryptocurrencies, the capitalization of which exceeds 100 million USD
(table 2).
Table 2
Lowest rated cryptocurrencies
(with 200 million USD or more in market cap)



Technology and Investment risk and

Cryptocurrency Overall Weiss Rating adoption® reward®
Bitcoin Gold D C- E+
Bitcoin Private D- C- E-
Electroneum E+ E+ E
ReddCoin D+ D C-

“ A = excellent; B = good; C = fear; D = weak; E = very weak

3. CRYPTOCURRENCY IN UKRAINE AND UKRAINIAN EXCHANGE CRYPTOCURRENCY

Ukraine is in the top 10 countries in the world by the number of virtual currency users, and daily trading
volumes using hryvnia reach 1.9 million USD. This is stated in the announcement made by the Better
Regulation Delivery Office (BRDO).

A cryptocurrency is changed into hryvnia by the three exchanges in Ukraine: Exmo, Kuna, BTC TRADE UA.
Daily trading volumes on them using the national currency are as follows: Exmo Exchange - 1,275 million
USD, Kuna — 403,000 USD, BTC TRADE UA - 232,000 USD.

For all those wishing to become an investor in virtual currencies, the representatives of the Kuna Exchange
have developed a simple mechanism of operation at the stock exchange:

1. Go directly to the Kuna website, pass verification, and create an account.

2. Transfer money from the card to one’s own account, to the deposit account on the exchange. It is possible,
for example, to transfer money in hryvnia from PryvatBank. This bank provides for a certain merchant
account, to which one can transfer money just as one can buy tickets to the cinema. But there are other ways
to pay for the purchase of bitcoin. The next step is to place an order to buy a certain amount of bitcoins or
other virtual currency, and wait for someone to execute this order.

3. Create a wallet outside the exchange.(Ukraina u TOP-4 krainshchodoobsiahurynkuBitcoin:
ekspertypoiasnyly, chomutsepohano, 2018)

The BRDO notes that in 2017-2018, the companies of Ukrainian origin created 25 cryptocurrencies, and the
volume of funds raised through ICO amounted to more than 99 million USD. At the same time, the volume
of mining in Ukraine exceeds 100 million USD a year, and the volume of the Bitcoin market has reached 2.5
billion USD, that is, about 2.5% of GDP.

With regard to the above mentioned, experts see a direct correlation between the level of the shadow economy
and an interest in cryptocurrency. Thus, Russia (5% of GDP), New Zealand (4% of GDP) and Nigeria (3.5%
of GDP) are located next to Ukraine. In addition, it was Ukraine where the purchase of real estate was made
with the use of virtual currency for the first time in the world. (Carnes B., 2017)

4. VIRTUAL CURRENCY OF UKRAINE

Ukraine has also created its own virtual currency — Karbo. According to the information of creators of this
virtual currency, Karbo is a stable exchange medium, designed to be used by customers and merchants as
private Internet money that protects their privacy. It does not have centralized management or issuer and
ensures privacy and anonymity of transactions without intermediaries and regulators. For mining expensive
specialized equipment is not required.

Karbo is based on principles of the Austrian school of economics which emphasizes the spontaneous
organizing power of the price mechanism and holds that the complexity of subjective human choices makes
mathematical modeling of the evolving market practically impossible.

In the figure 3 there is an example of Karbo Wallet that you can opened and worked with.
(OfitsiinyisaitkryptovaliutyKarbo,2018)



Karbo Wallet 1.2.0
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Figure 3.Karbo Wallet (print screen)
The main stages in the development and establishment of Karbo as a national electronic exchange tool are:
30/05/2016 - the project was launching and wallets for Windows and Linux, as well as the Command-line
suite were creating;
22/06/2016 - first official faucet was launched and everyone got opportunity to get first free trial Karbo;
1). 05/07/2016 — Karbo listed at Cryptopia exchange;
2). 28/08/2016 - Cyrillic-supported software elements in file and folder names were launching;
3). 28/09/2016 - Mac OS wallet was creating;
4). 07/10/2016 - Karbo listed at Livecoin.net;
5). 23/12/2016 — Company introduced karbowanec: URI scheme support that is important usability
improvement which allows to request and make payments conveniently;
6). 02/04/2017 - Karbo listed on Ukrainian exchange BTC Trade UA. A free payment gateway karbo.club
with plugins for online stores created;
7). 13/02/2018 - first Web-wallet karbo.me was creating.

The official value of Karbo in September is 5.22 UAH or 0.186 USD or 0.158 EUR for 1 KRB.
(OfitsiinyisaitkryptovaliutyKarbo, 2018)

On the figure 4 you can see dependence of the volumes of Karbon emission and amount of reward you can
get by mining.
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Figure 4.Karbo emission and reward (print screen)



As you can see from this figure after the reward for the block decreases to 1 krb. (97% of the initial emissions),
it will remain constant.In the latest year of emission you can get only minimal volumes of Karbo.

5. THE LEGAL STATUS OF CRYPTOCURRENCY IN UKRAINE

In Ukraine, the legal status of virtual and cryptocurrencies remains uncertain. The financial regulator

represented by the NBU states that cryptocurrency is not subject to the regulation of currency legislation for

a number of reasons, namely:

— itis not subject to the regulation of electronic money circulation and use as the means of payment (does
not exist in the form of banknotes, coins, records in bank accounts, it may not be recognized as money);

— cryptocurrency is not bound to currency of either country of the world (may not be a legal means of
payment of another state or currency value);

— is neither issued by the bank and nor a monetary obligation of a certain person, therefore it may not be
recognized as electronic money;

— is not subject to civil law relations regarding the regulation of activities with securities;

— has neither standard form with relevant details, nor monetary symbol.(Cesarano, 2018)

In addition, the NBU believes that any financial transactions involving cryptocurrencies, as well as the funds
received from transactions with cryptocurrency, may not be considered as “clean”, given the provisions of the
Law of Ukraine “On Preventing and Combating Legalization (Laundering) of Income Obtained in an Unlawful
Way, Terrorism Financing and Financing of Proliferation of Weapons of Mass Destruction” No.1702-VII
dated October 14, 2014, in particular Article 10, on the basis of which the subject of the primary financial
monitoring shall, or is entitled to, refuse to carry out such financial transaction, when it is impossible to identify
the sources of funds, as well as to sufficiently identify the parties to the financial transaction. (Walton, 2018)
The first step to regulate the relations related to the circulation of cryptocurrencies in Ukraine has been the
draft Law “On Turnover of Cryptocurrencies in Ukraine” No. 7183, by which the attempts to define the
concept of cryptocurrency and to establish the general principles for the use of such currency have been made.
In accordance with this draft law, cryptocurrency is the object of ownership, and transactions with it may be
carried out based on the general provisions of an exchange agreement.
So far, the two bills, which relate to the legal status and circulation of cryptocurrencies, have been registered
in the VerkhovnaRada:
— Draft Law of Ukraine dated October 10, 2017 No. 7183-1 “On Stimulation of the Market of
Cryptocurrencies and Their Derivatives in Ukraine” (Author of the legislative initiative S. Rybalka);
— Draft Law of Ukraine dated October 06, 2017 No. 7183 “On Circulation of Cryptocurrency in Ukraine”
(Authors of legislative initiative: I. Efremova, L. Denisova, |. Kotvitskyi, I. Rybak, S. Voitsekhovska).

The National Bank of Ukraine notes that the activities related to the transactions of buying, selling, exchanging

and converting into cryptocurrencies bear a great deal of risks.

These risks include, but are not limited to:

— the possibility of losing funds due to theft (for example, as a result of cyber-attacks on cryptocurrency
exchange platforms);

— lack of guarantees of return of invested funds in cryptocurrencies (not guaranteed by the Deposit
Insurance Fund of individuals);

— the possibility of fraud (funds can be used to build financial pyramids. The only available form of
protection may be criminal proceedings. Due to the uncertain status of cryptocurrencies, governmental
institutions for consumer protection in Ukraine will not have legal grounds to help investors and users);

— the complexity of using conventional methods to assess the market value of assets in cryptocurrencies;

— significant price fluctuations of cryptocurrencies, and related risks;

— lack of infrastructure (not generally accepted in trade and service networks. They are neither a legal
means of payment nor a currency).

CONCLUSIONS



With the constant improvement of IT-technologies, proper cryptographic protection, legislative regulation,
improvement in the infrastructure of the new type of money, taking into account the dynamics of growth in
rates and the overall capitalization, cryptocurrencies will occupy an increasingly prominent place in the life
of Ukrainians. This requires the implementation of the measures aimed at promoting, introducing the legal
guides for business and individuals, stimulating the emergence of a liquid market (for example, hryvnia-
bitcoin), the establishment of an I1T-school for systematization of knowledge on the technical aspects of
cryptocurrencies, especially the methods of protection.
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ABSTRACT

The hotel industry is one of the oldest industries in the world. It is said that no hotel can survive in this
competitive environment, unless it satisfies its customers with good quality service, but for that good quality
service to be provided, is obvious that it depends from the role of the employees. Today, this industry is faced
with the lack of qualified employees. One of the reasons is the low income, and an additional problem in
Macedonia‘s tourism is also the outflow of educated employees. Hospitality, being the second fastest growing
economic sector after healthcare, has been the industry with the highest job opening rate in the last few years.
The heart of the hospitality industry is exactly human interaction so it is necessary to invest in the education
of the youth, which will benefit from employment’s rate of the country and well as the economy and GDP.
The hotel business sector should build its future through the engagement of young educated personnel, built
personalities who with their professional skills and knowledge will contribute to its further social
development. Starting from the fact that the Republic of Macedonia possesses outstanding opportunities for
tourism development in different areas, as well as the fact that it is a new and unknown destination for tourists,
the progress in this area in the last decade is very important, but far from satisfactory. Time is such that every
area in everyday life is susceptible to change and requires people who are innovative, people who will offer
solutions, people who will go beyond the established dogmas, theories, and practices.

The main goal of this paper is the analysis of the imbalance between formal education; shaping the future
youth in the hospitality industry as employees and actual needs of the employment market, required job
requirements from them in this industry. This paper focuses on promoting awareness of overlooking
perspectives and critical issues in hospitality education by examining two possible approaches to educating
future youth in the hospitality industry. It discusses education in hospitality from the perspective of
employability as the primary goal and the chance of youth leaders to improve the business climate in the
hospitality industry.

Keywords: youth, education, hospitality, business, economy.

INTRODUCTION

The youths are the leaders of tomorrow, they say. Leadership is often explained as the ability of the
management to create such an environment that encourages the commitment of employees to participate in
the implementation of the organization's strategy. It involves complex transactions between leaders and
followers. Managers are not always and successful leaders, that is, leaders are not always managers. Of course,
organizations regardless of size, prefer and strive to develop managers who are both leaders and leaders.
Young people who are also called leaders of the future should be able to encourage change and use the values,
beliefs, and needs of their followers in the performance of tasks in crisis and dynamic situations, especially in
the dynamic hospitality industry. The hospitality business sector is one of the industries who never struggled
to get back from the economic crisis, but instead has proved to be resilient, and now represent the mayor
employer exactly for people aged 18 to 30. The hospitality industry has the capabilities to mobilize all youths
in exploiting their abilities and knowledge, and create capacity to provide thousands of jobs for them. The
young leader in the competitive hospitality business needs provides a strong vision and "contagious"
enthusiasm, which among his followers will increases trust, aspirations and commitment to the leader.
Therefore, only transformation leaders will be able to trace and set new trends in the hospitality industry.

The leader of the hospitality business must create an architecture that can coordinate and orchestrate these
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things in the direction of realization of the vision of the business. Basically, this task comes down to the
processes of education, the involvement of youths in theoretical and practical form of education.Unequal
access to these necessary resources, in the education will stimulates youth dissatisfaction in existing social
conditions, but strengthens their awareness of the importance of equal opportunities for success in education
and employment. The total average risk associated with unemployment in the Republic of Macedonia is still
large and unequally distributed, and you mind say that young people are desperately looking for a job. Of
course, most of the reasons for high unemployment are related to the overall situation in the hospitality
industry, meaning that one of the most visited touristic city in this country; Ohrid, has seasonal working hotels.
The changes that young people face at the beginning of this millennium are slower, more complex, and
sometimes more risky than those generations before them. It is necessary for the faculties to connect with the
needs of the hospitality business sector. It is necessary to clearly define the professions, knowledge and skills
necessary in the Republic of Macedonia for rapid development of this industry, and overall tourism. On the
basis of these indicators, higher education should define its enrollment policy and the policy of operating the
study programs and practice.

Hospitality business sector includes enterprises that directly generate most of their income from the
consumption of tourists.?* This sector includes indirect and other types of enterprises, such as construction
companies, wine production and foodstuffs, textile industry, services, etc. These economic activities do not
generate income directly from the spending of tourists, but supply companies that directly provide services to
tourists. Hospitality creates strong links with other sectors of the economy through the multiple effects of
tourism spending. Today the hospitality industry is considered to be one of the world's largest employer and
therefore the hospitality industry is uniquely positioned to positively impact global youth well-being.
Hospitality as a sector has the potential to generate jobs in areas where there are not many other employment
alternatives. Worldwide, the number of destinations being opened and invested in hospitality is continually
growing further in traditional destinations such as Europe and North America, with hospitality becoming one
of the key drivers of socioeconomic development through income from exports, job creation, and enterprises
and infrastructure development and in that time becoming the fastest growing economic sector in the world.

1. HOSPITALITY BUSINESS SECTOR IN MACEDONIA: ANALYSIS OF THE CURRENT
POSITION

Hospitality is the most representative part of the tourism industry, and the benefits of a developed hospitality
in each country are great. According to the data given by the Sector of Tourism in the Republic of Macedonia,
the last review of the categorized hotels was conducted in 2016 with total of 279 categorized hotels in
Macedonia. In the timeline of 6 years presented in the Table 1, given the absence of data for 2012 and 2014;
information that are not available from the Sector of Tourism, the number of categorized hotels in constantly
rising. From 2015 to 2016 the number of categorized hotels noticed a growth of 9,84%. In 2016, most of the
hotels categorized with three stars (***) are represented as opposed to them, least are the hotels categorized
with superior five stars (*****), even so their number has raised by 2 (two hotels). The review of categorized
hotels for 2017 is still not published.

Table 1. Overview of categorized hotelsin Republic of Macedonia

Type of hotel 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Superior hote] ***** / 1 3 5
Hotel ***** 11 12 12 12
Superior hotel **** / 1 2 7
Hotel] **** 28 35 46 63
Superior hotel *** / / 5 6
Hotel *** 47 60 67 79
Superior hotel ** / 3 6 7
Hotel ** 61 51 47 57
Hotel * 36 41 41 43
Total: 183 204 229 | 279

Beside the hotels, we are going to analyze the data from the State Statistical Office in the Republic of

%Dobre, R., Ruskovic, P., Civljak, M. (2004) Management of a tourist destination. High School for Tourism Management,
Sibenik, pp.18.



Macedonia in hospitality, regarding the other types of accommodation. From Table 2, we can see that the
number of other establishments in the hospitality sector in the Republic of Macedonia, continuously varies
through the 6 year timeline but still maintains the same number around 120 units. The variability applies to
units such as: motels, camps and uncategorized accommodation establishments. In the case of boarding houses
and overnight lodging houses a decline has been noticed. Analyzing the years 2014, 2015 and 2016 growth is
only noticed in the worker’s vacation facilities, where from 2014 to 2016 their numbers were 19 units in 2014,
21 units in 2015 to 24 units in 2016.

Table 2. Hospitality units by types of establishment in Republic of Macedonia

Type of establishment 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Boarding houses 3 3 3 3 3 1
Motels 8 13 14 13 12 12
Overnight lodging houses 13 14 9 17 14 11
Spas and sanatoriums 5 5 5 5 5 5
Workers' vacation facilities 20 17 20 19 21 24
Children and youth vacation facilities 15 14 14 14 15 15
Camps 8 8 10 10 8 8
Houses, vacation apartments and rooms forrent | 2 2 2 2 2 2
Uncategorized accommodation establishments 42 46 44 41 47 44
Total: 116 | 122 | 121 | 124 | 127 | 122

Because the Republic of Macedonia’s State Statistical Office doesn’t have available data of the participation
of hospitality in the tourism industry, as well as the participation in the GDP of the country, in order to emphasis
the importance of hospitality business sector in the Republic of Macedonia, the overall economic impact of
the tourism industry in the Republic of Macedonia will be presented in Table 3.

And since, hospitality is considered to be an inseparable part of the tourism industry because it consists of
services such as providing accommodation and serving food as well as entertainment and recreation, the data
in Table 3, directly reflects on the hospitality industry as well, and the need of well qualified employees, in
order to fulfill the future forecast of the tourism industry.

From the data shown by the World Travel & Tourism Council’s country publication the direct contribution of
the GDP in 2017 was 1.8%, with forecast to rise up to 6.4% in 2018, and to rise 3.6% by 2028. The total
contribution of the GDP in the country in 2017 was 6.6% with forecast to rise to 6.4% in 2018, and to rise by
3.9% by 2028. As for the direct contribution of the employment the rise is expected to be 1.3% in 2018 and to
rise to 1.6% by 2028. The total contribution of the tourism industry in the country in 2017 was 6.1%, with
forecast to rise up to 3.6% in 2018, and to rise 1.5% by 2028. In the tourism industry in the Republic of
Macedonia in 2017, the investment was 2.4%, with forecast to rise by 4.6% in 2018 and rise by 6.2% in 2028,
representing 3.3% of total investments in the country.

Table 3. Economic impact of tourism in the Republic of Macedonia (‘000 mkd den.)

GDP: Direct | GDP: Employment: | Employment: | Investment
contribution | Total Direct Total
contribution | contribution | contribution
2017 11.2 bn 42.2 bn 12.000 44.500 5.5bn
2028 Forecast 16.9 bn 65.8 bn 14.000 54.000 10.5bn

2. TOURISM EDUCATION: PRESENT STATUS
For many of youth’s first experiences with work in the Republic of Macedonia, is exactly through the
hospitality sector. Honorary and seasonal employment in this industry attracts the youth’s and later on have

the chance to combine their work with formal education.?®

Within the education system of the Republic of Macedonia, programs related to tourism are included in the

BPpetrov, K., Poposka, M., Trpchevski, F. (1992) Basics of hospitality and tourism. Skopje, pp. 97.



secondary and university education. In addition to this within the concept of lifelong learning, there is an offer
of institutionalized education through trainings, courses and programs.

2.1 Secondary education in tourism

The programs for tourism are controlled by the municipalities and they are organized in two-year program,
three-year and four-year programs, offering four areas of specialization:
e Tourism and hospitality technicians (four-year program),

Hospitality technicians for rural tourism (four-year program),
Hospitality technicians (four-year program),

Waiter (three-year program),
Chef (three-year program),
Baker (three-year program) and
Maid (two-year program).

Fourteen secondary school in the Republic of Macedonia offer tourism programs as of the new 2018/2019
year, and the details are presented in Table 4.

Table 4. Secondary schools that offer tourism programs in the Republic of Macedonia

Town Name of the school Type of programs Number of students | Total
Berovo AcoRuskovski Tourism and hospitality | 34 68
technicians
Waiter 34
Bitola Josip Broz Tito Waiter 34 34
Veles KoleNedelkovski Chef / Waiter 34 34
Gevgelija JosifJosifovski Tourism and hospitality | 34 102
technicians
Waiter 34
Chef 34
Kratovo MitkoPendzukliski Hospitality technicians | 34 34
for rural tourism
KrivaPalanka Gjorche Petrov Chef / Waiter 34 34
Krusevo NaumNaumovskiBorche | Tourism and hospitality | 34 136
technicians
Waiter 34
Chef/ Baker 34
Maid 34
MakedonskiBrod | Ss. NaumOhridski Tourism and hospitality | 34 68
technicians
Hospitality technicians | 34
for rural tourism
Ohrid VanchoPitoseski Tourism and hospitality | 34 238
technicians
Hospitality technicians | 34
for rural tourism
Hospitality technicians 34
Waiter 34
Chef 34
Baker 34
Maid 34
Skopje Lazar Tanev Tourism and hospitality | 102 408
technicians
Hospitality technicians 34
Waiter 136
Chef 102
Baker 34




Skopje Saip Jusuf Waiter 34 34
Struga Niko Nektor Waiter 34 34
Tetovo MoshaPijade Tourism and hospitality | 68 136
technicians
Waiter 68
Stip KoleNehnenin Chef / Waiter 34 34
Total: 1394

Beside the programs for tourism are controlled by the municipalities and the state secondary school, a private
secondary school SABA — Secondary academy for business administration located in Skopje, Kumanovo, Stip
and Bitola offers program for tourism.

2.2 University education in tourism

As a part of the university education system in the Republic of Macedonia, there are currently several
educational institutions that create highly qualified profiles for the tourism and hospitality business sector. In
Table 5, it is shown that three state faculties offer tourism and hospitality programs and two private universities
with their faculties offer tourism programs as of the new 2018/2019 year.

Table 5. Universities that offer tourism programs in the Republic of Macedonia
Town Name of the school Type of programs Number of students | Total
Skopje Ss Cyril and Methodius | Tourism 150 150
University of Skopje-
Faculty of  natural
sciences and mathematics
Ohrid University of St.Clement | Tourism 95 365
of Ohrid - Faculty of | Insurance 70
tourism and hospitality Customs and shipping 70
Management in service | 60

sector
Gastronomy 30
Hotel —  restaurant | 40
management
Gevgeija Tourism 40 130
Business logistics 40
Hotel — restaurant course | 50
Stip Tourism 50 250
GoceDelcev University of | Gastronomy and | 50
Stip - Faculty of tourism | dietetics
and business logistics Hotel — restaurant course | 50

Business logistics
Business administration | 60

40
Skopje Business logistics 130 230
Business administration | 100
Skopje University of tourism and | Tourism * *
management — Faculty of
tourism
Tetovo University of Tetovo — | Tourism 40
Faculty of economics
Total: 1165

*non-available data from the University

The Faculty of natural sciences and mathematics, Faculty of tourism and hospitality and Faculty of economics
offer tourism programs that four-years programs, Faculty of tourism and business logistics offers the programs
as three-years programs and four-years programs and the Faculty of tourism offers three-years program.



2.3 Other nonformal educational tourism courses

The lifelong learning process through the provision of courses and programs is also very important in the
youth’s process of creating them as highly qualified and competent employees. In this paper, this educational
courses and programs we will divide them in three groups: professional exams for upgrading, courses and
training.

Table 6. Other educational courses from the field of tourism in the Republic of Macedonia

Professional exams: Prepared by: Town
1. Certificate for tourist guide e University of St.Clement of Ohrid - | Ohrid
2. Certificate for tourist companion Faculty of tourism and hospitality
3. Certificate for travel agency e GoceDelcev University of Stip - Faculty | Stip

management of tourism and business logistics
e University of tourism and management — | Skopje
Faculty of tourism

Courses: Prepared by: Town
1. TATA courses e Travel Training Centre Skopje Skopje
2. Amadeus courses e University of St.Clement of Ohrid - | Ohrid

Faculty of tourism and hospitality

Training: Prepared by: Town
1. Training for barmen e University of tourism and management — | Skopje
2. Training for skills of presentation the Faculty of tourism

tourist product
1. F&B Service Quality e Regent Hospitality Consulting Skopje
2. Housekeeping
1. Training for reception e Training Centre Akademik Skopje
2. Training for waiter
3. Training for marketing
4. Training for housekeeping
5. Training for persons in managerial /
decision-making  positions  in
hospitality

3. RETHINGKING EDUCATION IN TOURISM

Tourism education in the Republic of Macedonia tends to focus on enabling the students for future careers in
the hospitality industry. And as mention before, this paper discusses education in tourism from the perspective
of employability as the primary goal. The schools and universities in the Republic of Macedonia emphasize
training in core competencies such as hospitality, hotel management, tourism in general and related business
skills.The programs do not meet the actual needs in training and education, and there are discussions on the
proper place of such programs.

For example, in the secondary schools in the Republic of Macedonia that offer tourism programs, the programs
itself consist of:

44% general subjects (subjects that are not connected to the area of tourism),

36% subjects connected in the area of tourism,

12% internships and

8% elective subjects according to the student’s interest.?®

The transfer of theoretical into practical knowledge and skills is very weak. School building facilities offer
very limited and over dated conditions.

In the university education, the programs consist of:
o 47% general subjects (subjects that are not connected to the area of tourism),
e 45% subjects connected in the area of tourism,

% Government of the Republic of Macedonia (2009) National strategy of the development of tourism 2009 — 2013, pp.138



e 4% language subjects and
e 4% sports and recreational subjects.?’
All the universities include internships in the semesters.

But one of the problems that the programs in the university education in tourism face are:
e Inadequate literature and
e Inadequate subjects to the programs.

These programs in the education in tourism are suit to the employment requirements of the hospitality industry
but yet they are not providing qualified individuals who can contributor not only as hospitality professionals,
but also as thoughtful participants in a global society. Internships are needed in the hospitality industry, as well
as academic subjects closely related to specific needs in the field such as: marketing,management, finance,
and human resources that can improve student development and competence. But also, to be noted that the
generic subjects such as marketing, management, economics and others, can be applied to context specific
work, because jobs in hospitality are not necessarily similar — hospitality includes a variety of many jobs that
require the application of different types of academic knowledge bases, suggesting that tourism education
includes a variety of transferable subjects, because from here comes the problem with inadequate literature.
As for inadequate subjects to the programs, the problems come from the specific oriented programs (example:
gastronomy, hotel — restaurant management) in the universities that study subjects that reflect tourism in
general.

Students see the education as an investment for a future career and desire its monetary return. That is why we
need programs that enable students to think critically about the future of the hospitality industry, as well as to
train them for required skills and knowledge. Because hospitality industry is all about service, therefore the
programs don’t need to taught students only to memorize information. And since the job qualification and
requirements are dictated and change often due to the dynamics the hospitality industry, one way for education
to contribute to its programs is to answer to the latest changes. Where instead of subjects like general
management, the classes can oriented towards stress and time management, ability to work under pressure,
problem solving and creativity or instead of general marketing classes, students can be encouraging to learn
about digital methods like social media, content marketing, Google Adwords and email campaigns. Only by
this, students will develop self-awareness and motivation, imagination and creativity, the characteristics of a
youth leader.

4. YOUTHS AS THE LEADERS IN THE FUTURE OF THE HOSPITALITY BUSINESS SECTOR

Jobs in hospitality are frequently the first paid work that many young people undertake. Although their
importance may not be recognized by the individual at the time, these early work experiences can shape the
future direction of a youth’s career and life course. Whether is by formal education or courses and training, the
size and diversity of the hospitality industrymeans that youths looking for a role in hospitality have huge
opportunities to pursue a long and worthwhile career.

4.1 Youths status in the employment in the Republic of Macedonia

There is a difficulty in identifying the scope of the labor force in hospitality in the Republic of Macedonia due
to the existence of the gray economy (parallel economy) through a significant number of unknown, unlicensed
units and rooms, seasonal units and rooms that are not reported in The Employment Office and are not part of
the official statistics. This gray economy employs seasonally unregistered people, often youths to work in the
in unregistered accommodation facilities.?® The number of such jobs in the informal economy is significant.
This is particularly the case in seasonal employment, where most of the additional seasonal workforce is not
reported to the Employment Office and receives a salary in cash.

27 Authors research and calculations
BTopuzovskalLatkovi¢, M., BorotaPopovska, M., Starova, N. (2016) Unemployment analyzes of the youth in
the Republic of Macedonia. Skopje: Friedrich Ebert Foundation, pp.125.
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5. METHODOLOGY AND RESULTS OF THE RESEARCH

In order to perceive and determine whether young people are the leaders of the future in the hospitality
business sector in the Republic of Macedonia, practical research has been conducted. Also the aim of the
research was the perception of the real situation from the aspect of whether education enables young people
to acquire the appropriate knowledge and qualifications that they need to be successful in their work and to
progress.

The questionnaire questionnaire consisted of 9 questions, from which the essence of this research was taken
into account. The survey included 100 young people who have completed a formal education in tourism or
training and courses and have been selected random through all of the country. As we know the youths as
those persons between the ages of 15 and 24 years, but for the survey the selected search group was from 18
to 30 years old. The survey was conducted in the period from 01.04.2018. until 30.06.2018.

1. Please select your education in the hospitality industry?

1. Please select your education in the hospitality industry?

Secondary education ~ m University education ~ m Courses & training

Source: Own research

48% of the respondents answered that they finished university education in tourism, 36% have finished
secondary education and 16% finished training and courses in the hospitality industry.

2. Number of internships during education?

2. Number of internships during education?

1 m2 m3 4 m5+

9%

Source: Own research

31% of the respondents answered that they done 4 internships, 25% have done 5+ internships, 20% have done
3 internships, 15% have done 2 internships and 9% have done 1 internship during education.



3. Primary benefit from the internships?

3. Primary benefit from the internships?

Faster promotions m Better career opportunities m Establish connections
m Better pay m Knowledge & experience ® Other

16%

Source: Own research

24% of the respondents think that the primary benefit from the internships will help them with knowledge &
experience, 23% think that they’ll benefit in establishing connections, 21% think it will help them in better
career opportunities, 16% in faster promotions, 11% think it will help them in getting a better pay and 5%
answered that they think the benefit from the internships will help them in other stuff.

4. Your current work status?

4. Your current work status?

18%

@ Full-time managerial = Full-time supervisory m Full-time general employee level
u Part-time-any level ® Not currently employed

Source: Own research

31% of the respondents are in full time supervisory employment, 26% are in full time general employee level,
18% are full time managerial, 18% are not currently employed and 7% are part time any level employment.

5. Does the country's education system prepare you as a young leader for successful entry into the
hospitality business world?

5. Does the country's education system prepare you as a young leader for
successful entry into the hospitality business world?

“Yes mNo

Source: Own research

Of the respondents 56% answered "yes" and 44 answered "no".

6. Your opinion on employment in the hospitality business sector after the completion of the
education?



6. Your opinion on employment in the hospitality business sector after the
completion of the education?

= Employment is difficult = Neither easy nor difficult = Employment can easily go up = | can not assess

Source: Own research

From the respondents 37% answered that employment is difficult, 16% answered - neither easy nor hard, 9%
answered - easy employment can easily go up and 38% answered - I can not assess.

7. After employment, what do think in which areas should education contribute more to prepare the
youth for the labour market in the hospitality business? Please name three areas.

7. After employment, what do think in which areas should education
contribute more to prepare the youth for the labor market in the
hospitality business?

= Leadership = Employee Relations ® Managerial Communications
m Other: Problem Resolution  ® Employee Training u Guest Services

Sales Techniques = F & B Management u Computer Applications
= Strategic Planning m Research Skills u Hospitality promotion

Source: Own research

After summarizing the respondents named these skills as important for them, skills that they think are needed
to learn during education. At the top of skills needed are, leadership (13%), employee relations (12%),
managerial communications (10%), problem resolution (10%) and employee training (9%). The least needed
skill is hospitality promotion (4%).

8. With your current finished education, courses and training what are your expected years to achieve
the positions supervisor, manager and executive?



8. With your current finished education, courses and training what are
your expected years to achieve the positions supervisor, manager and
executive?

1 = J A
1 . — . —_

Less than 1 year 1-5 years 6-10 years 11-15 years 15-20 years More than 20

years
Supervisor 50 44 6 0 0 0
= Manager 10 68 18 2 2 0
= Executive 1 14 49 24 9 3

Source: Own research

50% of the respondents think with their education, training and courses need less than 1 year to achieve the
position supervisor, 44% think they’ll need 1 to 5 years, while no one of the respondents think they’ll need
more than 10 years to achieve the position of supervisor. 10% of respondents think they’ll need less than 1
year to achieve the manager position, 68% think they’ll need 1 to 5 years, 18% think they’ll need 6 to 10 years,
2% think they’ll need 11 to 15 years and 15 to 20 years, while no one of the respondents think they’ll need
more than 20 years to achieve the position of manager. 1% of the respondents think it will need less than 1
year to achieve the position of an executive, 14% think they’ll need 1 to 5 years, 49% think they’ll need 6 to
10 years, 24% think they’ll need 11 to 15 years, 9% think they’ll need 15 to 20 years and 3% think they’ll
need more than 20 years to achieve the position of executive in the hospitality industry.

9. Do you think that education providers should link with the hospitality business sector in order to
promote youths?

9. Do you think that education providers should link with the hospitality
business sector in order to promote youths?

4%
\

\ 96% ’

Yes mNo

Source: Own research

From the respondents, 96% answered "yes" and 4% answered "no".

CONCLUSION

The development of hospitality in tourism as a socio-economic phenomenon is always associated with the
development of technical and technological development and the development of science. The hospitality
sector is a case environment for the consideration of skills in services. For these reasons, modern knowledge
should be included in the educational process in a timely manner, and the curricula are constantly being
promoted. As a knowledge generator, information, transfer and communication technology are emerging in
modern conditions, hence the curricula should be continually complemented with new content appropriate to
today's trends in the operation of the tourism sector and contemporary scientific achievements in the domain
of economic science. It would also be necessary to include new curricula that will enable students to
proactively think to be innovative and creative, but also to enable them to acquire knowledge that will increase
their efficiency in conditions of digitization of the economy at the inclusion in the work process.



The Republic of Macedonia has a positive forecast for the development of the tourism and the hospitality
industry, and the education is massively expected from secondary to university education to professional
exams, courses and training. There is a debate of the structure of programs and their suitability, but as the
research has shown the youth expect a good education from the tourism programs, but still point out the need
of certain skills and knowledge to prepare them for the labour market and expect those skills and knowledge
to receive from the formal or non-formal education.

As a mayor job creator, the youths in hospitality industry are crucial for the future of the economy of a country
as well, and hence it posits as a very important issue for attracting young people to the certain job, but also
how to keep it. The Millennium Generation is one of the most educated generations to date, but at the same
time the least employed, and one of the reasons for this is the fact that the global economic crisis has occurred
at a time when young people from this generation have reached appropriate time for employment. But despite
the low employment rate, the young people of this generation have a higher starting salary than the previous
generations, mainly because as it was proved the hospitality industry was one of the resistant industries to the
crisis. Therefore, with the possibility of the hospitality industry to dynamically change to the market but still
stand stable at the economy scale, the education in tourism needs to adapt in order to confirm the fact that the
hospitality industry is one of the fastest growing job providers to youth, by preparing them to answer to the
requirements of the industry.
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ABSTRACT

One of the most influential and powerful trends in the modern-day management is considered to be the practice
of outsourcing. This practice comprises in itself several processes and functions such as financial economies,
access to technology by reaching sophistication and expertise as well as the competence to seek improved and
measurable levels of services. The project elaborates the outsourcing opportunities in the Balkan region in
general but it focuses more on three states such as Bulgaria, Romania and Macedonia. Additionally, the paper
touches a range of good points and core issues related to the establishment of outsourcing possibilities and the
participation of the Balkan countries companies into such practices. Moreover, an insight of why European
companies should choose Balkan states as the destination for outsourcing is given for each Balkan country
mentioned above (Bulgaria, Romania and Macedonia). Special stress is put on the predispositions and benefits
associated with the realization of outsourcing facilities implying that international outsourcing generally has
a positive impact on the organizational performance and competitiveness enforcement in the companies within
the region.

Keywords: youth, outsourcing, Balkan countries, services, companies.

INTRODUCTION

Outsourcing has appeared in the contemporary business environment several years ago and it does not
represent a new phenomenon so far. Initially firms began with the production relocation sites to the states with
lower labor costs indeed, it has been extensively used to cut cost and improve strategic focus. In the 1970s
almost, all production related to electronics was manufactured overseas. Not leaving aside call centers that
first appeared in India to answer customers concerning the goods and services of international companies in
the US. This was followed by outsourcing and accounting services and transactional as well, beginning with
payroll and flourishing towards more complicated responsibilities. Today we have companies that outsource
majority of their back-office activities, and seek help from outside to make easier and faster the organizational
change as well outsource customer service management, reshaping organizational boundaries while their top
stuff concentrates on the key areas of their business. Balkan countries are no different. They are growing with
more companies realizing the benefits of outsourcing; the market for shared services has become increasingly
competitive. As providers of outsource services Balkan region states are searching for new ways to
differentiate themselves by constantly expanding the services and improvement of their quality. In Balkan
countries, as all over the world information technology is a field in which outsourcing has been widely
practiced. The omnipresent influence of business computing resulted in considering information technologies
a central part of daily operations and the answer to competitive success. However, in today’s high-speed-paced
business milieu, a single organization finds it difficult or impossible to comprehend, establish and implement
every IT-related service required to prosper. Therefore, companies aggressively seek external service
providers to get hold of required services at lower costs.

1L.WHAT IS OUTSOURCING?

The recent practice of most businesses to hire a working force outside the organization to conduct services
which habitually were conducted within the organization (by the company’s own employees) is defined as
outsourcing. Why companies do this? A typical reason is to save money because sometimes to hire one own
employee is more expensive than to charge for a third-party provider of that particular service. Among jobs
that are more frequently outsourced examples of jobs that are outsourced vary from customer support,
manufacturing, payroll and human resource services. In addition, there are instances when companies
outsourced the entire customer service call centers to third party organizations, which are usually found in
locations with apparently lower costs. Outsourcing has received positive and negative remarks in many
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countries. The supporters of this practice state that it created lots of advantages for the businesses and
organizations to allocate the most efficient and effective resources and it also contributes in preserving the
character of free market economies on a global level. On the other hand, there are argues that outsourcing has
actually diminished or reduced domestic job opportunities especially in textile industry or manufacturing.

1.2 Global Outsourcing Trends

Historically the increase in outsourced services in the market consumption has been widely driven by costumer
expansion for mature functions such as Information Technology, Human Resources Management,
Procurement and Finance and Accounting. Innovations and technological advancements like cloud computing,
business process as a service then mobility all are kind of changing the game as the customers and final users
seek higher quality of content and service. Most of these advancements are having tremendous impacts on the
outsourcing trends especially those that remove the barriers. Additionally, companies are continuously looking
to diversify the service deliveries by taking into consideration locations which have image and reputation for
greater service quality and less cultural barriers. In other words, states with well education levels of
technological workforce, language advantages, stable technological infrastructure and stable currency are
among the countries more favorable for outsourcing. 6 Deloitte (2014) has provided a good summary survey
on international outsourcing and when respondents were asked to what extent the following technology
advancements will influence your decisions regarding outsourcing opportunities they answered as below:
Figure 1.Technological Advancements Influencing Outsourcing Opportunities

69% 66%
13%
28% ‘

Cloud Business  Hosted virtual  Big data Enterprise Open  Crowdsourcing Bring Your ~ Gamification
computing  process as desktop mobility innovation Own Device
a service (BYOD)

Source: Deloitte 2014

So, from the table above we can see that over %60 of respondents think that enterprise mobility, virtual
desktop, business process as a service and cloud computing will contribute to the increase in outsourcing.

Figure 2.0utsourcing Opportunities in Developed, Developing and Emerging Countries
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The figures and data shown in the above-represented graph point of to the location strategy as a driver for
change and growth for most developed outsourcing destinations, developing as well as the opportunities for
emerging markets with low labor cost receive attention lately.

1.1.1. Information Technology
As mentioned before, one among the most outsourced services as surveyed globally by Deloitte in 2014 is
Information technology. The figure below clearly shows that with over 60% of the total sourcing market is

covered by IT.
Figure 3.Sourcing Market Covered by IT
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1.1.2. Human Resources Management
Next component Human Resources Management where the percentage of current outsourcing especially for
call center management is over 43% while the percentage of the service planned to outsource in the future is
HR administration.

Figure 4.Current and Planned Outsourcing in HRM
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1.1.3. Procurement
Figure 5.Current and Planned Outsourcing in Procurement
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Create and issue purchase orders  |IIID=-— 3
Conduct spend analysis and ”’

external benchmarking
Create requisitions [ 23
Assess supply markets |- 28%
Create commodity strategies [l

Manage prices [fpe
Manage RFis and RFPs - (I 25

Manage and assess supplier performance - |-
Negotiate and contract with suppliers - [SP=-

Create and issue purchase orders [N 27%
Conduct spend analysis and -

external benchmarking

Create requisitions = 26%
Assess supply markets (- 24%
Create commodity strategies |Je— 21%
Manage prices [l 17%
Manage RFis and RFPs [ile=— 16%
Manage and assess supplier performance [Jiffe— 15%
Negotiate and contract with suppliers [f=— 13%

Source: Deloitte 2014
Consequently, the procurement outsourcing marketplace is still increasing and offers good opportunities for
firms that seek additional cost reductions. Created and purchase orders from the above displayed figure are with
the grates percentage 27% for current outsourcing while 38% of respondents plan to outsource the service for
conducting spend analysis and external benchmarking. So, the resulted from the survey in this component reflect
a higher adoption for transactional services. Even though the increase has been slow it continues to raise rapidly
the interest for outsourcing procurement services.



1.1.4. Finance and Accounting

Figure 6.Current and Planned Outsourcing in Finance and Accounting
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30% of respondents expect to outsource additional services across all related areas of finance. Whereas as a
current preferred service, with 50%, is travel and entertainment. In the future respondents plan to shift
outsourcing in billing with 34%.Now I will provide some general figures for all countries (not specifically for
Balkans) obtained by a research undertaken by Statistic Brain — Research Institute (2015) regarding job
overseas outsourcing statistics.

Data for job outsourcing statistics:
Table 1.Job Outsourcing Statistics 1

Total number of U.S. jobs outsourced in 2015 2,382,000
Number of jobs outsourced to China since 2001 3,200,000
Number of California jobs lost to outsourcing since 2001 560,000
Percent of CFO's surveyed who said their firm was currently offshore outsourcing 38 %
Percent of CFO's who favored India for outsourcing 26 %

Percent of CFO's who favored China for outsourcing 18 %




Among the top careers at risk for outsourcing as estimated by wages lost and jobs lost in 2015 are the
following, displayed in the table:

Table 2.Job Outsourcing Statistics 2

Computer programmers / software engineers 211,700 $14,400,000,000
Accountants / auditors 160,000 $8,500,000,000
Lawyers 40,400 $4,300,000,000
Insurance sales agents 11,000 $591,000,000
Real estate brokers / agents 6,700 $332,000,000
Chemists / physicists 3,700 $230,000,000

Source: Statistic Brain 2015

Percentages of companies that outsource by sector are listed in the table below: 535 manufacturing, 43% IT
services, Research and development with 38%, distribution 26% and call centers 12 %.

Table 3.Percent of Companies that Outsource by Sector

Manufacturing

IT Services 43 %
R&D 38 %
Distribution 26 %

Call or Help Centers

Source: Statistic Brain 2015



Another interesting fact regarding the reasons why companies outsource will be on the next table where we
can see that with percentage of 44 (greatest %) firms outsource to reduce or control costs, whereas with the
lowest percentage of 9% is rated for reducing tome to markets.

Table 4.Reasons Why Companies Outsource

Reduce or control costs 44 %
Gain access to IT resources unavailable internally 34 %
Free up internal resources 31 %
Improve business or customer focus 28 %
Accelerate company reorganization / transformation 22 %
Accelerate project 15 %
Gain access to management expertise unavailable internally 15 %
Reduce time to market 9 %

Source: Statistic Brain 2015

Finally, the figures provided by Statistic Research (2015) on the question what leading economists think about
job outsourcing, were a little surprising to me personally when | saw hat 89 % believe it hurts the economy,
17% helps the economy, 10 % has no effect and 4 % have stated for not being sure:

Table 5.Economists and Job Outsourcing

Hurts the Economy

Helps the Economy 17 %
Has no effect 10 %
Not sure

Source: Statistic Brain 2015

However, a general picture given above for overall outsourcing gives us clear insight and understanding that
it improves for better and continues to assess market dynamics. Further on, the focus of this project will shift
to the reasons and outsourcing opportunities in Balkans in general and then narrowing the information
concerning outsourcing figures to three Balkan states such as Bulgaria, Romania and Macedonia as attractive
and promising locations where outsourcing services could be provided.

2. FIVE CRUCIAL REASONS TO OUTSOURCE IN BALKANS

The increasing trend of outsourcing of contact centers made the companies explore and find new locations
with unexploited resources. Statistically, according to a deep analysis conducted by Colliers International in
2014 concerning the firms located in Central and Eastern Europe found out that 30% of the top 100 worldwide
outsourcing organizations are already present within the region of Balkans. According to Call
Communications.eu 2014 study - 2.8 million seats around Europe represent contact centers whereas those
occupied in outsourcing practices achieves the number of 3.8 million 67 billion euro and the economic
influence. Additionally, the market of outsourcing practices reaches 17.9 % of the industry of outsourcing in
this region, increasing at a rate of 3.6 percent per year. So, as we can see the Balkan countries, are becoming
a solid destination where other companies can outsource services, same as their neighbors. An annual report
research, done by Tholons for the 2015 showed that Bulgaria and Serbia among the top 100 destinations to
outsource. Moreover, according to a Research Institute- Statistic Brain Bulgaria and Rumania Are among the
top 20 countries rated as most attractive to outsource. So, from these trends shown lately, we can conclude
that the Balkan countries are gradually climbing up the lists in the outsourcing industries. Below are the five



reasons presented by Nikola Spasov - a Managing Director at Rating Agency on justifying why these countries
represent attractive locations to outsource:

2.1. Cost-Effective Destinations

To outsource a call center has demonstrated cost effective solution to organizations which try to avoid the
expenses of establishing an in-house department. So, for the sake of a cheaper cost base, Western European
companies grab the chance of reducing the costs by contracting a call center in the Balkan region and the fact
that Western European companies gain the opportunity to further lower the costs of contracting a call center
partner due to the cheaper cost base of this region. This fact is shown in the current studies which demonstrate
that many organizations from the Western Europe manage to reduce their costs up to 50% when outsourcing
in the Balkans.

2.2. Multilingualism

Balkan region has always been known for the various ethnical populations speaking different languages.
Moreover, besides their native languages a usual student in Balkan region studies two or in some cases even
more than two foreign languages with the English as e priority while German and French as a second language
in their list. If these languages are not obligatory they are strongly recommended to every student. This in turn
makes interested companies to outsource in Balkans, more inclined to find an agent who would be
linguistically competent and break the barriers when communicating with clients and customers from various
countries.

2.3. Suitable for Middle and Small-Sized Companies

Call center firms in Balkans usually give job to a relatively small number of people, this is an indication of
lower number of clients receiving the highest levels of attention. For Western Europe small and middle-sized
organizations, this is very convenient because they won’t worry regarding whether they will receive full
attention and devotion. They will assure that their demands will without doubt receive the required care.

2.4. Educated, Skillful, and Competitive Workforce

Countries in Balkans have emerged and grown to a highly competitive workforce, especially in the field of
IT. One example is in the area of IT services. In the near future it has been supposed that the staff educated in
IT services in these countries will bring a dramatic increase in the IT service outsourcing in the outsourcing
market worldwide. This demand has been fulfilled due to the changes implemented in the field of education
which in turn resulted in a skillful force of work with precious abilities.

2.5. Migration to and Cultural Similarities with Western Europe

Another reason that makes Balkans attractive for companies to outsource is the geographical position they
possess. In the overlapping time zones or similar zones, Balkan countries are close to Western European
countries such as Germany and many other European countries around. This clearly explains why outsourcing
to these countries highly increases efficiency of time and decreases cost for the late-night shifts. In addition,
as mentioned above, Balkan agents learn Western languages in their education. However, this is not all.Based
on their targeted language they improved their level of language proficiency by going for either simple visit
or to work in that particular EU country. For instance, Nikola Spasov allude that around 40%the agents in his
contact center have worked for at least three years in any Country in Western Europe. So, these flavors of
linguistically advanced and cultural familiarity with various environments they have worked make easy the
business communication and give prosperity to the companies.

3.BUSINESS PROCESS AND INFORMATION TECHNOLOGY OUTSOURCING

The emerging worldwide Business Process and Technology Outsourcing (BPTO) market, as a result of a 25%
growth rate per year, offers several opportunities for economic prosperity to the Western Balkan countries.
Even though India grasps the 60 % of this market share, the Balkan countries in West represent powerful
competitors in three categories such as call centers, software development and back office has emerged as a
strong contender in three segments: software development, back office progress as well. This attracts BTO
providers to a great extent (The facts shown in the figure below are estimated before the 2010).



Figure 7.Fast Facts about Outsourcing

FAST FACTS:
usD
25 0 The value the global BPTO market is expected to reach by 2010.
BILLION
2 5 %o The annual rate at which the IT, /software development sector grew between 2006 and 2008.
FIVE The cost of labour in services in the Western Balkans as compared to Hungary and Poland.
TIMES LOWER
1 3 The average number of employees in BPTO firms in the Western Balkans.
1 80/0 Average non-wage labour costs in the region, as compared to 11% average for East Asia and the
Pacific.
5 O % of employers in the BPTO sector consider that limited human capital is a significant barrier in the
Western Balkans.

4. BULGARIA

4.1. Bulgaria One of the Top Outsourcing Destinations

AT Kearney Global Services Location Index for the year 2014 Bulgaria appears as a country with 10% flat
tax rate which makes it as one of the best locations for outsourcing to Balkans placed among the top 10
countries attractive to outsource. A reason for this is that in Bulgaria are located great global and advanced
local companies such as IBM, HP, SAP and Ubisoft.



Figure 8. BulgariaOne of the Top Outsourcing Destinations
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However, in the recent study conducted by the Research Institute- ‘Statistic Brain’ Bulgaria moved up to the
ladder becoming the fourth in the list of top 20 countries internationally rated as most attractive to outsource.



Table 6.Top Rated Outsourcing Countries

India 71 8.3 6 1,430,000,000
Indonesia 6.9 8.6 43 1,033,000,000
China 6.4 7 5.6 780,000,000
@ 6.4 8.8 29 3,000,000
Philippines 6.3 9 28 39,000,000
Jordan 6.2 76 20 2,000,000
Singapore 6.5 6.4 5.7 3,000,000
Thailand 6 8.2 2.3 39,000,000
Lithuania 59 7 39 2,000,000
Egypt 58 9 0.9 26,000,000
Malaysia 58 79 22 12,000,000
Estonia 58 D 5.2 1,000,000
Chile 57 T2 3 8,000,000
Hungary 56 6.9 34 4,000,000
Poland 56 6.1 36 17,000,000
Czech Republic 56 6.9 3.2 5,000,000
Ukraine 55 6.3 3.2 22,000,000
55 6.8 27 9,000,000
Latvia 5.4 & 27 1,000,000
Vietnam 5.4 74 2.5 46,000,000
Ghana 49 15 09 11,000,000
South Africa 46 6.9 06 17,000,000

Source: Statistic Brain research Institute
The rapid flourishing of Bulgarian outsourcing industry is result of constant development in different sectors
they experienced lately, due to the penetration of global companies into the country. In the last 10 years, IT
companies acquired a revenue growth of 600% and the software industry only comprised 1.74% of the
Bulgaria’s GDP. In addition, the most energetic, dynamic and fast-growing sector in outsourcing. This
industry had a growth of 13.7% in 2014 when compared with figures of 2013 coming to represent 3% of the
GDP. Moreover, 33 000 and more youngsters were given extraordinary opportunities for professional growth
and building career in 2014. Further than this, a report from the middle year of 2015 of Invest Bulgaria Agency
showed that the number increased to 41 000 people. The success of Bulgaria in outsourcing does end here. On
October 8, 2015 in Lisbon, was held The Award Ceremony (European Outsourcing Association Awards
(EOAA) 2015) where the success and achievement of outsourcing service providers and purchasers who have
shown outstanding practices in pan European Outsourcing was celebrated. In the group category, “Off shoring
Destination of the Year” together with South America and Latvia, nominated was Bulgaria as well. The



following paragraph is what Stefan Bumov-chairman of the Bulgarian Outsourcing Association said related
to the award: “The award is recognition for the outsourcing industry development in Bulgaria and that our
country is a world class business destination. This is an award for the Bulgarian State and recognition of the
human capital and good business practices in the country, of the stability and development prospects of the
Bulgarian business sector.” (Source: Bulgarian Outsourcing Association, outsourcinginbg.com).

5. ROMANIA
5.1. Bulgaria is not the only Powerful Contestant in Outsourcing in Balkans: Romania is, as well

The position of Romania makes it a good international competitor. Romania is well positioned to compete
internationally. Almost all students with 95.4 % study English language. Next, the greatest labor pool in
Southeastern Europe, with over 9 million workers increasing every day, is thought to be in Romania. Out of
300 000 youngsters that graduate each year 4000 specialize in IT. Having into mind the fact that the demand
of IT specialists worldwide increases this makes Romania even more attractive place for outsourcing and FDI
too. Even though inflation and GDP growth in the country resulted in more expensive life, it still represents
one of the cheapest locations from all Europe for setting up a business, also because of its relative stability in
political arena. Other factors that add in making Romania attractive outsourcing destination: — Cultural
proximity in the way of doing business and geographical (flights of 1-2 hours) to Western Europe countries
made easy the ties between vendors and customers when compared to other offshore locations — Powerful
propensity for multilingual competences — Well-informed, devoted and experienced workforce in IT —
Academic eagerness to back lofty demand in talent pool permanence — A relatively good price-quality ratio —
Being EU member country makes it easy and simpler solution to issues related to legal and financial struggles
— Stability in economic and political arena From the data provided by the Association of the Software and
Services Industry(ANIS) in Romania, about 50 offshore centers owned by big global IT. Vendors are currently
in Romania. BPO centers represent more than a half IT services related centers- 30%, and R&D services a bit
less than 20%.

6. MACEDONIA
6.1 Macedonia — the Safe Middle Ground

According to Elena Mihajloska’s (Marketing Manager at Coordea- a Swedish company going beyond
outsourcing) article, when Western Balkans is being promoted for bringing chances in outsourcing, Macedonia
is among those, which are disregarded. However, looking more deeply to the number and figures in
comparison with other countries within the region one cannot deny the potential of this country located at the
heart of Balkan.



Figure 9.Macedonia — the Safe Middle Ground
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7.2. Education and Language Skills

The greatest density of students is in Skopje, Tetovo and Bitola where education institutions starting from
higher education produce large influx of successful and fresh knowledge of about 10 000 students per year. In
addition, the last 10 years Macedonian government has supported even the option of studying abroad by giving
financial incentives to graduates through scholarships and stuff in order students to apply and study in any of
the top 100 World Universities ranked by the Shanghai list. This knowledge acquired outside Macedonia then
is transferred back to the country when they share their experience and knowledge they gained abroad. As a
result of this, Macedonian youth has gained the world perspective of doing things by increasing the cultural
ties among western countries and Macedonia. Moreover, the figures below witness of abundance of language
abilities and as | already mentioned it is a key for providing for multilingual operations in outsourcing
companies.

Figure 10.Pupils Learning 2 or More Languages in Macedonia
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Source: Eurostat database: http://ec.europa.eu/eurostat/data/database

Another good point here is that, Macedonia in all Eastern Europe - out of the whole percentage of the
population, 42% are below 30, which represents one of the youngest populations in the region. The fact that
outsourcing industries had created an image of interesting and appealing opportunity for youngsters of the
country increases the importance of the abovementioned point of young people living in Macedonia.
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7.3. Cost Savings

Besides the pool of abundant talent and knowledge, when compared to other Balkan countries Macedonia has
also the greatest competitive labor costs as shown in the figure below:
Table 7.Average Gross Wage in Euros per Month and Annual Wage Growth in Balkan Courtiers

Average gross wage Annual wage growth

in € per month (%%)
Poland 798€ 4. 4%
Czech 916€ 0.8%
Slovakia 820€ 3.3%
Hungary 811€ 8%
Romania 462€ 3.4%
Bulgaria 450€ 2.9%
Serbia 418€ 5.6%

Macedonia 369€

2.8%

Source: State Statistical Offices, 2013

Lastly, when it comes to the indicator of where is the easiest location for doing business Macedonia holds the
flagship due to the implementation of various legislative and administrative reforms in the recent years.
Figure 11.Ease of Doing Business

Ease of Doing business Rank

Bosnia and Herzegovina 107
Ukraine 96
San Marino 93
Serbia 91
Kosovo 75
Albania 68
Croatia 65
Hungary 54
Romania 48
Armmenia 45
Bulgaria 38
Montenegro 36

Macedonia |—— 30

Source: Doing Business Indicators 2015 www.doingbusiness.org

7.4. ‘Coordea’ — Outsourcing Company in Macedonia

As already pointed out Macedonia as a place disposable of emergent industries especially software and high
technology industry with a rate of 47 percent increase in the most recent 5 years, made possible enormous
development in the economic scene within the country. As an illustration, a number of countries decided to
outsource to Macedonia as well as the number of startup local is on the rise. Coordea, for instance, dedicated
to provide services to organizations located in the Scandinavian market with a focal point on Sweden. Its focus
on firms in Scandinavia enriched Coordea with country-specific information and familiarity by providing to
them services starting from IT to accounting with affordable costs. Moreover, Coordea is distinctive in the



model of extended office different from the traditional model of fixed cost outsourcing regarding quality
commitment and control as well.

CONCLUSION

I can summarize that outsourcing is a big business approach used by companies in the international level and
in the Balkan region. The intensity of global businesses is shifting and call center outsourcing, IT outsourcing
and different services follow. Western European organizations are mounting their production horizons by
gradually turning their interest towards the Balkan countries, for reasons of all kinds like saving costs mostly
and maybe because of eventual the lack of expertise, by subcontracting part of their functions to external
companies. Accordingly, as Balkan countries represent destinations proving convenience, efficiency and
money-making locations, it is out of harm's way to say that great outsourcing opportunities lie in these
countries. Recently, outsourcing is getting a great deal of attention from organizations all around the globe
and Balkan countries’ organizations are already practicing this act for operating costs, obtaining cash infusion
and avoiding risk. What's more important, various organizations that offer services at lower prices in Balkans
(Bulgaria, Romania and Macedonia) can be with no trouble found. Even though outsourcing does not represent
the right instrument for every occupation, it is a good and even excellent tool for the right occupation or job.
Overall, the Balkan countries have the right dispositions for fairly positive and bright future in terms of
outsourcing. Basically, the information technology epoch offers fresh outsourcing players benefits of the
diverse levels of a company's value chain. Above and beyond, there are also apparent signs in the outsourcing
industry the confidence flourishes day by day leading to more organizations to adopt practices for increasing
series of business functions and operations.
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CRYPTOCURRENCIES AND BLOCKCHAIN TECHNOLOGY: RESHAPING THE FUTURE OF
THE FINANCIAL WORLD

AhmetiValon?., SulejmaniVisar®
ABSTRACT

Nowadays, a lot of technological innovations are publicized as the ‘future of businesses’. Starting from fax
machines era to the newest iPhone series, every passing day organizations are counting more and more on
technologies to operate with higher efficiency and security. People always have different opinions about
which technology is going to have the next big impact, but almost all of them agree that blockchain is the
most serious contender to be the next big thing. In this paper, we tend to provide a short introduction to
cryptocurrencies and blockchain technology. The principle focus of the presentation is on Bitcoin, anyway a
few parts are shared by various blockchain executions and different cryptoassets. Our paper covers the
underlying arrangement and inspiration, the method for activity and potential utilizations of digital
currencies, and blockchain innovation. We have a tendency to reason that Bitcoin contains a major
determination of eye catching applications which cryptoassets are good to wind up an urgent in addition to
class. An immaculate installment framework would be one inside which cost might be exchanged
electronically by means of cash learning documents. Such money information records hold the advantages of
physical cash anyway would have the capacity to stream into unreservedly on electronic systems. An
information record of this sort might be sent by means of email or internet based life channels. A specific
component of electronic information is that it is followed any assortment of times at immaterial cost. This
element is exceptionally bothersome for money. In the event that money information records are followed
and furthermore the copies utilized as cash, they can't work as an installment instrument. This downside is
named the "twofold spending issue."Blockchain technology contains a giant potential to remodel business in
operation models within the future. The employment of blockchains guarantees to bring important
efficiencies to international provide chains, money transactions, plus ledgers and localized social
networking. The process of finding designs in giant informational indexes involving strategies at the
crossing point of machine learning, insights, and info systems is data mining. An interdisciplinary subfield
of technology, it's a necessary method whereby intelligent strategies are applied to extract data patterns info
from a knowledge set and remodel it into a visible structure for any use. Apart from the raw analysis step, it
involves info and data management aspects, knowledge pre-processing, model and illation concerns, interest
metrics, quality concerns, post-processing of discovered structures, image, and on-line change.

Keywords: Cryptocurrency, Future, Data Mining, Bitcoin, Blockchain

1. CRYPTOCURRENCY

Cryptocurrency is a computerized cash that is made and overseen using propelled encryption methods known
as cryptography. Cryptocurrency made the jump from being a scholarly idea to (virtual) reality with the
production of Bitcoin in 2009. While Bitcoin pulled in a developing following in consequent years, it caught
critical financial specialist and media consideration in April 2013 when it topped at a record $266 per bitcoin
in the wake of flooding 10-crease in the former two months. Bitcoin wore a market estimation of over $2
billion at its pinnacle, yet a half dive presently started a seething discussion about the eventual fate of digital
forms of money as a rule and Bitcoin specifically. Things being what they are, will these elective monetary
standards in the long run supplant ordinary monetary forms and progress toward becoming as universal as
dollars and euros sometime in the not so distant future? Or then again are cryptographic forms of money a
passing prevailing fashion that will fire out a little while later? The appropriate response lies with Bitcoin.

1.1 Bitcoin — the Current Standard
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Bitcoin is a decentralized money that utilizations distributed innovation, which empowers all capacities, for
example, cash issuance, exchange preparing and confirmation to be completed on the whole by the system.
While this decentralization renders Bitcoin free from government control or impedance, the flipside is that
there is no focal expert to guarantee that things run easily or to back the estimation of a Bitcoin. Bitcoins are
made carefully through a "mining™ process that requires ground-breaking PCs to fathom complex calculations
and do the math. They are at present made at the rate of 25 Bitcoins like clockwork and will be topped at 21
million, a level that is required to be come to in 2140.

These qualities make Bitcoin in a general sense unique in relation to a fiat cash, which is upheld by the full
confidence and credit of its administration. Fiat cash issuance is a profoundly brought together action
administered by a country's national bank. While the bank controls the measure of cash issued as per its money
related arrangement targets, there is hypothetically no maximum point of confinement to the measure of such
money issuance. Also, neighborhood money stores are for the most part guaranteed against bank
disappointments by an administration body. Bitcoin, then again, has no such help components. The estimation
of a Bitcoin is completely reliant on what financial specialists will pay for it at a point in time. Too, if a Bitcoin
trade overlays up, customers with Bitcoin adjusts have no response to get them back.

1.2 Increasing Scrutiny

Bitcoin's principle advantages of decentralization and exchange secrecy have likewise made it a favored cash
for a large group of illicit exercises including tax evasion, medicate selling, sneaking and weapons acquisition.
This has pulled in the consideration of intense administrative and other government offices, for example, the
Financial Crimes Enforcement Network (FInCEN), the SEC, and even the FBI and Department of Homeland
Security (DHS). In March 2013, FinCEN issued decides that characterized virtual cash trades and directors as
cash benefit organizations, bringing them inside the ambit of government control. In May that year, the DHS
solidified a record of Mt. Gox — the biggest Bitcoin trade — that was held at Wells Fargo, affirming that it
overstepped against tax evasion laws. Furthermore, in August, New York's Department of Financial Services
issued subpoenas to 22 rising installment organizations, a significant number of which dealt with Bitcoin,
getting some information about their measures to avoid tax evasion and guarantee buyer assurance.

1.3 Alternatives to Bitcoin

Regardless of its ongoing issues, Bitcoin's prosperity and developing perceivability since its dispatch has
brought about various organizations uncovering elective digital forms of money, for example,

Litecoin — Litecoin is viewed as Bitcoin's driving opponent at present, and it is intended for handling littler
exchanges speedier. It was established in October 2011 as "a coin that is silver to Bitcoin's gold," as indicated
by organizer Charles Lee. Not at all like the substantial PC pull required for Bitcoin mining, Litecoins can be
mined by an ordinary PC. Litecoin's most extreme breaking point is 84 million — four times Bitcoin's 21-
million cutoff —and it has an exchange preparing time of around 2.5 minutes, around one-fourth that of Bitcoin.
Ripple — Ripple was propelled by OpenCoin, an organization established by innovation business person Chris
Larsen in 2012. Like Bitcoin, Ripple is both a money and an installment framework. The cash segment is
XRP, which has a scientific establishment like Bitcoin. The installment component empowers the move of
assets in any cash to another client on the Ripple arrange inside seconds, rather than Bitcoin exchanges, which
can take as long as 10 minutes to affirm.

MintChip — Unlike most digital forms of money, MintChip is really the production of an administration
establishment, particularly the Royal Canadian Mint. MintChip is a smartcard that holds electronic esteem and
can exchange it safely starting with one chip then onto the next. Like Bitcoin, MintChip does not require
individual ID; not at all like Bitcoin, it is upheld by a physical cash, the Canadian dollar.

1.4 Blockchain

The blockchain is a verifiably quick innovation — the brainchild of a man or gathering of individuals known
by the pen name, Satoshi Nakamoto. Be that as it may, from that point forward, it has developed into something
more prominent, and the primary inquiry each and every individual is asking is: What is Blockchain?

By enabling advanced data to be appropriated however not replicated, blockchain innovation made the
foundation of another sort of web. Initially concocted for the computerized money, Bitcoin, (Buy Bitcoin) the
tech network is currently finding other potential uses for the innovation.

Bitcoin has been called "digital gold," and for a justifiable reason. To date, the aggregate estimation of the
cash is near $9 billion US. What's more, blockchains can influence different sorts of computerized to esteem.
Like the web (or your auto), you don't have to know how the blockchain attempts to utilize it. In any case,



having an essential information of this new innovation indicates why it's viewed as progressive. Thus, we trust
you appreciate this, what is Blockchain control.
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Figure 1: Blockchain protecting data
1.5 A distributed database

Picture a spreadsheet that is copied a great many circumstances over a system of PCs. At that point envision
that this system is intended to consistently refresh this spreadsheet and you have an essential comprehension
of the blockchain.

Information on a blockchain exists as a common — and constantly accommodated — database. This is a
method for utilizing the system that has clear advantages. The blockchain database isn't put away in any single
area, which means the records it keeps are genuinely open and effectively undeniable. No brought together
form of this data exists for a programmer to degenerate. Facilitated by a great many PCs at the same time, its
information is open to anybody on the web.

1.6 Blockchain Durability and robustness

Blockchain innovation resembles the web in that it has a worked in heartiness. By putting away squares of
data that are indistinguishable over its system, the blockchain can't:

1. Be controlled by any single element.

2. Has no single purpose of disappointment.

Bitcoin was invented in 2008. Since that time, the Bitcoin blockchain has worked without critical disturbance.
(To date, any of issues related with Bitcoin have been because of hacking or bungle. At the end of the day,
these issues originate from awful expectation and human mistake, not imperfections in the basic ideas.)

The web itself has ended up being sturdy for very nearly 30 years. It's a reputation that looks good for
blockchain innovation as it keeps on being produced.

1.7 Transparent and incorruptible

The blockchain organize lives in a condition of agreement, one that naturally checks in with itself at regular
intervals. A sort of self-reviewing biological community of a computerized esteem, the system accommodates
each exchange that occurs in ten-minute interims. Each gathering of these exchanges is alluded to as a
"square". Two essential properties result from this:

1. Transparency information is inserted inside the system all in all, by definition it is open.

2. It can't be undermined changing any unit of data on the blockchain would mean utilizing an immense
measure of processing capacity to supersede the whole system.

1.8 A network of nodes

A network of so-called computing “nodes” make up the blockchain.
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Figure 2 : Network of nodes

A node is a PC associated with the blockchain arrange utilizing a customer that plays out the assignment of
approving and handing-off exchanges, gets a duplicate of the blockchain, which gets downloaded naturally
after joining the blockchain organize.

Together they make an intense second-level system, an entirely extraordinary vision for how the web can
work.

Each node is an "executive" of the blockchain, and joins the system intentionally (in this sense, the system is
decentralized). Be that as it may, every one has a motivation for taking part in the system: the chance of
winning Bitcoins.

Nodes are said to be "mining" Bitcoin, yet the term is something of a misnomer. Truth be told, every one is
contending to win Bitcoins by comprehending computational riddles. Bitcoin was the raison d'etre of the
blockchain as it was initially imagined. It's currently perceived to be just the first of humerous potential
utilizations of the innovation.

There are 700 Bitcoin-like cryptographic forms of money (replaceable esteem tokens) officially accessible.
Also, a scope of other potential adjustments of the first blockchain idea are as of now dynamic, or being
developed.

1.9 The Blockchain & Enhanced security

By putting away information over its system, the blockchain wipes out the dangers that accompany
information being held midway.

Its system needs incorporated purposes of helplessness that PC programmers can misuse. The present web has
security issues that are recognizable to everybody. We as a whole depend on the "username/secret word"
framework to ensure our personality and resources on the web. Blockchain security techniques utilize
encryption innovation.

The reason for this are the alleged open and private "keys". A "public key" (a long, arbitrarily produced series
of numbers) is a clients' address on the blockchain. Bitcoins sent over the system gets recorded as having a
place with that address. The "private key" resembles a secret key that gives its proprietor access to their Bitcoin
or other advanced resources. Store your information on the blockchain and it is ethical. This is valid, albeit
securing your computerized resources will likewise require defending of your private key by printing it out,
making what's alluded to as a paper wallet.

2. THE FUTURE OF CRYPTOCURRENCY

Cryptographic forms of money are condemned for their unpredictability, presentation to hacking and control,
and potential help of illegal tax avoidance.

It is very basic for advancements to experience reluctant begins, but then bring tremendous financial and social
advantages and change.

Thirty years ago, or significantly more as of late in the midst of the website crumple, it is hard to envision that
there would be few overwhelming innovation organizations, prominently Google, Apple, Facebook and
Amazon (GAFA), bringing such social and monetary change. Besides, the difficulties they are carrying
alongside these advantages were not generally those that would have been envisioned.

This is likely applicable for crypto resources. A portion of the worries that individuals stress over —
unpredictability, introduction to control, absence of agreeableness — are probably not going to be long haul
issues. They come from illiquidity. Once there is sufficient liquidity, these issues will vanish and there are
great reasons why liquidity for the "winning" is probably going to enhance in the close or medium term.

A portion of the constraints that cryptographic forms of money by and by confront —, for example, the way
that one's computerized fortune can be eradicated by a PC crash, or that a virtual vault might be scoured by a
programmer — might be defeated in time through mechanical advances. What will be harder to surmount is



the essential conundrum that bothers cryptographic forms of money — the more prominent they turn into, the
more direction and government examination they are probably going to draw in, which dissolves the principal
start for their reality.

While the quantity of dealers who acknowledge digital currencies has relentlessly expanded, they are still
especially in the minority. For digital currencies to wind up more broadly utilized, they need to first increase
far reaching acknowledgment among customers. Nonetheless, their relative multifaceted nature contrasted
with ordinary monetary standards will probably prevent a great many people, aside from the mechanically
capable.

A cryptocurrency that tries to end up some portion of the standard monetary framework may need to fulfill
generally dissimilar criteria. It would should be numerically mind boggling (to keep away from extortion and
programmer assaults) however simple for buyers to comprehend; decentralized yet with sufficient customer
shields and assurance; and save client secrecy without being a channel for tax avoidance, illegal tax avoidance
and different loathsome exercises. Since these are imposing criteria to fulfill, is it conceivable that the most
well known digital money in a couple of years could have characteristics that fall in the middle of vigorously
controlled fiat monetary forms and the present cryptographic forms of money? While that probability looks
remote, there is little uncertainty that as the main digital currency at exhibit, Bitcoin's prosperity (or scarcity
in that department) in managing the difficulties it countenances may decide the fortunes of different
cryptographic forms of money in the years ahead.

2.1 Digital currencies paving the way for cryptocurrencies

One reason sits with national banks, where two unmistakable movements may have a major effect. One is that
driving dealer and worldwide banks are beginning to offer administrations including crypto resources, for
instance offering trade exchanged fates on crypto resources when asked for by clients, which thusly is putting
weight on national banks to create prudential tenets for the treatment of crypto resources on bank accounting
reports.

A basic symptom of this movement is that and chance estimation systems, went for guaranteeing the versatility
of the keeping money division, will bring cryptographic forms of money into standard managing an account
and legitimize them. The other is the part of computerized monetary standards in focal managing an account
installment frameworks. National banks are for the most part currently taking a gander at presenting advanced
monetary standards and it isn't if, however just an issue of when this will happen.

The passage of national banks into the computerized money field will bring the general masses into utilizing
advanced monetary forms once a day, from which the bounce to utilizing digital currencies turns into a
significantly littler advance.

The landing of well-working digital currencies could, for instance, be a shelter for clients of retail managing
an account administrations empowering them to utilize minimal effort, completely unguestionable exchange
instruments to supplant the current costly installment administrations offered by banks. Be that as it may, this
is basically supplanting existing frameworks with less expensive choices and the potential for creative
administrations is presumably where the long-term benefits lie.

2.2 Insurance one of the key sectors to benefit from cryptos

The are regularly refered to as a territory that will profit enormously since cryptographic forms of money and
the fundamental should empower the correct cost of guaranteed things to be checked, quick and exact open
confirmation of occasions activating protection installments, and give the pertinent installment, all on one
stage.

Be that as it may, the capacity for cryptographic forms of money to incorporate protection like contracts
activated by particular occasions, purported savvy contracts, gives off an impression of being significantly
additionally energizing. It could empower little firms to obtain all the more effectively and at bring down rates
since they will have the capacity to freely offload certain dangers that rely upon all around distinguished
results, for example, money conversion scale triggers and costs of wares prospects. Such savvy contracts could
likewise be utilized to influence security appraisals and basically could be valuable in a wide range of venture
openings.

Given the requirement for liquidity, we will likely wind up with few expansive cryptographic forms of money,
yet numerous littler specialty ones that are utilized widely by specific enterprises and interpersonal
organizations, where the focus on a particular industry or system gives a level of security against bring down
liquidity, all sitting nearby national banks advanced monetary forms.

By the day's end, similarly as with the GAFA case, it is hard to make certain where this will arrive, yet there
is no motivation to let here and now concerns cloud our perspective without bounds.



2.3 Should You Invest in Cryptocurrencies?

On the off chance that you are thinking about putting resources into cryptographic forms of money, it might
be best to treat your "speculation” similarly you would treat some other very theoretical wander. As such,
perceive that you risk losing the greater part of your venture, if not every last bit of it. As expressed before, a
digital money has no natural esteem separated from what a purchaser will pay for it at a point in time. This
makes it exceptionally defenseless to gigantic cost swings, which thusly expands the danger of misfortune for
a speculator. Bitcoin, for instance, dove from $260 to about $130 inside a six-hour time frame on April 11,
2013. On the off chance that you can't stomach that sort of unpredictability, search somewhere else for
speculations that are more qualified to you. While conclusion keeps on being profoundly separated about the
benefits of Bitcoin as a venture — supporters point to its constrained supply and developing use as esteem
drivers, while spoilers consider it to be simply one more theoretical air pocket — this is one discussion that a
moderate financial specialist would do well to maintain a strategic distance from.

3. PROS AND CONS OF INVESTING IN A NEW CRYPTOCURRENCIES

Cryptographic money introductory coin contributions (ICOs) are bets. They can possibly make gigantic profits
for your venture, yet additionally accompany incredible instability and hazard. Despite the fact that individuals
have been discussing the dangers related with ICOs for quite a while, major budgetary establishments, for
example, Goldman Sachs and JPMorgan are starting to take a gander at putting resources into the segment.
Regardless of whether you have a lot of capital or a tad of additional money, digital currency is a speculation
worth investigating. Here are a couple of the upsides and downsides related with a digital currency ICO.

3.1. Professional No. 1: Massive potential for returns

One of the insights that makes everybody consider putting resources into cryptographic money is that $1,000
put resources into Bitcoin in 2013 would be worth over $400,000 today.

Late ICOs have made various enormous returns in a short measure of time. Stratis raised $600,000 amid their
ICO in June 2016, and has since seen a 63,000 percent ascend in the cost. Spectrecoin brought $15,000 up in
January 2017 amid their 1ICO, and has since ascended more than 13,000 percent.

3.2 Star No. 2: Shorter time horizon

Since cryptographic forms of money are less secure speculations, it is best to contrast them with point
contributing and funding contributing. Datum propelled their ICO in late October 2017, having effectively
brought $1.5 million up in pre-ICO stores.

Since digital forms of money are arrange based and Datum has officially gotten a groundswell of help,
speculators know it is likely that they can start changing out their ventures moderately rapidly.

3.3 Pro No. 3: Increased liquidity

When you buy value in a startup, keeping in mind the end goal to understand a benefit, you have to discover
somebody to purchase the value from you or sit tight for a procurement or IPO to happen. In any case, none
of these alternatives enable you to control when you money out your venture.

In the event that a cryptographic money ICO can assemble a sufficiently strong system, for example, the
56,000-part Datum organize, financial specialists promptly have considerably more liquidity and can offer
their digital currency for ether or dollars quickly.

3.4 Pro No. 4: Clear direction for execution

Maybe the greatest preferred standpoint of putting resources into cryptographic money ICOs over new
businesses is the way that new companies frequently need to rotate various circumstances and beat
introductory speedbumps. When you see an arrangement of originators requesting beginning capital, you
ought to perceive that the organization they in the end take open will look radically changed.

With a digital currency 1CO, when you contribute you know precisely what the system does and will do. In
that capacity, you can all the more precisely assess the product— advertise fit for the stage, and can utilize that
understanding to decide your venture.



3.5 Con No. 1: Increased volatility

Obviously, when contrasted with putting resources into the stock exchange or even land, cryptographic money
ICOs are considerably more unpredictable. Issues, for example, hacking episodes can make financial
specialists lose the greater part of their venture rapidly. Without a doubt, such extreme occurrences are
uncommon, yet significant drops in ICO esteem are not incredible.

3.6 Con No. 2: Potential network stall.

The genuine estimation of any cryptographic money depends on building a solid item that a huge system of
clients will need to utilize. Be that as it may, if these systems either neglect to draw in clients or never get
clients to really use the stage, at that point the cash will probably observe a drop-off in cost. Huge numbers of
the ongoing ICOs that neglected to perform in the wake of propelling did as such because of an absence of
system commitment.

3.7 Con No. 3: Potential shortage of resources.

Similarly as new businesses can come up short on assets and be not able proceed with tasks, if a cryptographic
money ICO does not sufficiently collect cash or the startup spends more cash than anticipated, the entryways
shut and the system truly takes off. Numerous digital forms of money are doing pre-ICO bringing up to have
solid duties of assets and exhibited interest for the cash.

3.8 Con No. 4: Potential mismanagement.

Eventually, every cryptographic money is a startup and has a group of authors running it. All together for the
cryptographic money to successfully explore from ICO stage to mass-advertise levels, it needs a strong
establishing group. Before putting resources into a digital money 1CO, make a point to investigate the group's
experience and assess whether they have the ranges of abilities and capacities to execute the venture.

With new venture conceivable outcomes springing up each day, it is basic to stay up with the latest with what
choices you have for riches administration. While portfolios should be adjusted, great portfolios have a
tendency to incorporate some more dangerous resources, for example, funding.

In the advanced world, digital currency ICOs offer numerous advantages that funding is deficient. When you
begin contemplating contributing, set aside opportunity to investigate what ICOs are accessible and how their
prosperity may have the capacity to create gigantic returns for you.

4. WHY YOU CAN'T AFFORD TO IGNORE CRYPTOCURRENCIES AND BLOCKCHAIN
ANYMORE

In spite of the fact that digital money and its underpinnings - blockchain technology - have experienced
extreme occasions in the course of the most recent eight years, they have developed to the point where they
represent a genuine risk, to banks, as well as to other incorporated control frameworks, for example,
installment frameworks, insurance agencies, law offices, and even governments.

We can't accuse top bank authorities for overlooking this innovation for such a significant many years. With
the huge measures of cash going through their hands once a day, they couldn't reasonably imagine that, at
some point, they would confront rivalry from a flimsy, computerized money that depends on some "nerdy,"
dispersed record innovation.

Shockingly for banks and other brought together control frameworks, cryptographic forms of money are
digging in for the long haul. While early adopters of Bitcoin and blockchain devotees raise a great many
dollars, the individuals who host appeared late to the gathering can just discuss the weaknesses of
cryptographic money and how blockchain endangers the framework. However, even they can't ignore the
undeniable advantages.

Maybe the greatest danger blockchain-controlled advanced monetary forms posture for governments and
conventional budgetary frameworks is the undermining of their power and hardship of their since a long time
ago dug in "charge and implement" attitude. Fiat cash stays profitable to a great extent since it is sponsored
by the state and is controlled regarding cost and accessibility by the national banks. In the interim, digital



money rides on the shoulders of the as far as anyone knows secure blockchain to go around the conventional
managing an account procedure completely.

Found in that light, it appears to be counterproductive to overlook digital forms of money and all that they
involve and guarantee. Governments and networks ought to search for better approaches for receiving digital
forms of money and blockchain to profit the worldwide economy and humankind all in all. Here's the reason.

4.1 Most governments do not care about cryptotechnology

Numerous nations are as yet loath to utilizing at any rate a few components of blockchain innovation. Clearly,
they are not inspired by supporting digital currencies, either. Notwithstanding, China, Russia and the
Netherlands seem, by all accounts, to be moving toward the new innovation all the more proactively.

For example, China's Central Bank, the People's Bank Of China, is trying out a model cryptographic money.
While the aftereffects of their endeavors are essentially obscure, China could turn into the world's first nation
with a full scale, government-endorsed digital currency on board. Given the greater part of China's advanced
cash endeavors, this does not sound altogether doubtful.

The Netherlands, in the mean time, have made their own cryptographic money for inside flow, with the end
goal of basically considering the innovation and how it works in reality. Russia has propelled an Ethereum-
based blockchain experimental run program. The Central Banks of Europe and Japan are following a similar
way, yet appear to be more keen on the potential advantages of blockchain innovation as a methods for
bettering their market foundation.

We don't yet know how governments will use the influence of blockchain and change their arrangements to
address the threats of digital forms of money, however one thing is certain: If they keep on ignoring these
front line innovations as opposed to putting very much characterized guidelines of their use set up, they will
lose control over the world's cash supply.

4.2 Cryptocurrencies may suffer from policy-related issues . . . for a while

National banks still frequently question the general security of computerized cash and in the zones of
significant worth, protection, defenselessness to digital assaults and misrepresentation. In March, Federal
Reserve Governor Jerome Powell voiced these approach concerns and called for them to be comprehensively
explored.

However, cryptographic forms of money don't stop to create. As indicated by Coinmarketcap, cryptographic
forms of money represent up to $150 billion worth of computerized cash, with Bitcoin alone having risen in
excess of 380 percent since the turn of the year. The remarkable development of Initial Coin Offering (1CO)
interests in 2017 have just supported this blast.

There is almost certainly that, sooner or later, governments should think of clear strategies to address the
utilization of cryptographic forms of money and blockchain.

4.3 Blockchain is good news for small business

Despite the fact that digital forms of money and blockchain innovation are practically in their early stages,
they can possibly turn into the best mechanical advances since the web. This is uplifting news for little and
medium-sized organizations who experience the ill effects of companies.

Blockchain supports independent companies by encouraging a reasonable field atmosphere for each player
available. In particular, these advantages become possibly the most important factor with Ethereum
blockchain. By presenting the supposed Digital Autonomous Organization (DAO), blockchain takes into
consideration keen gets that are drawn up and executed by decentralized, self-administered networks of
entrepreneurs. Blockchain innovation cuts go betweens (e.g. courts, attorneys, protection operators) good and
gone and takes into consideration an impressive decrease in operational and frictional costs, drastically
streamlining business forms.

While this may appear to be farfetched to a few, private ventures would already be able to begin utilizing
blockchain for their advantage. New businesses like Opporty, Snov.io and BlockCAT have effectively made
advances into the innovation.

Opporty, for example, is an administration commercial center on the blockchain that actualizes solid keen
contracts and the world's initially decentralized Escrow. By restricting Ethereum blockchain and its own
digital currency, OPP token, to the on-request plan of action, it permits organizations, specialist co-ops and
customary clients to appreciate the advantages of a reasonable field-and-no-support condition, wherein



autonomous networks of specialists institutionalize and build up tenets of working together, draw up keen
contracts and ensure all gatherings through decentralized escrow strategy.

Blockchain and cryptographic money innovation can be of colossal advantage to the worldwide economy. A
prime illustration is the direction on which Japan, the world's third biggest economy, has gone since the
fantastic money related catastrophe of Mt. Gox in 2014. Bitcoin is currently acknowledged as a lawful strategy
for installment in Japan. Its biggest banks have additionally put down cash on Bitcoin trades and Bitcoin and
blockchain related little top stocks, as the money starts to accumulate support among retailers inside the nation
and all inclusive.

5. WAYS CRYPTOCURRENCY AND BLOCKCHAIN ARE CHANGING ENTREPRENEURSHIP

It's turned out to be difficult to disregard cryptographic money and blockchain - it's all over the place, and
there is no indication of backing off. Thus, blockchain-based trades of data and tokens are discharging an
influx of new conceivable outcomes for business people.

The hurry to make imaginative business arrangements that are speedier, more secure and more straightforward
is on. Blockchain is as of now adding to true enhancements in the realm of business; here are six cases

5.1 Increasing access to entrepreneurship education

Individuals all things considered and from varying backgrounds are winding up progressively intrigued by
business, and numerous basically don't have sufficient energy or assets to look for assist instruction from
formal establishments. Somebody with a 9-to-5 work attempting to dispatch his or her own business likely
doesn't have room schedule-wise to enlist in a MBA program.

While formal training isn't a necessity, numerous new business people look for adaptable, solid and moderate
instructive alternatives to enable them to build up the aptitudes expected to dispatch their organizations.
SuccessLife is utilizing blockchain tokens to offer video content, computerized courses and individual training
yearning for business people, covering themes, for example, administration and speculation strategies.

The token's changeless record and programmed brilliant contracts render the exchanges that give these
instructive open doors solid and financially savvy. Business people just need a web association with get to the
instructive substance.

5.2 Unlocking crowdfunding opportunities

One of blockchain's most newsworthy commitments to business enterprise is its impact on crowdfunding
efforts. Truth be told, blockchain new businesses brought $5.6 billion up in stores in 2017, generally
determined by network crusades. This blockchain-based raising support demonstrate has demonstrated so
fruitful that it's drawing in a lot of standard speculation.

Regardless of the accomplishment of blockchain-driven crowdfunding efforts, the customary crowdfunding
market is still greatly wasteful. Just 1.9 percent of crusade reserves go to creating nations and 78 percent of
battles neglect to achieve their objectives. The absence of availability has driven some creative organizations
to consolidate blockchain with customary crowdfunding to give control back to business people far and wide.
Oak seed Collective is one organization giving a second-age open commercial center for new pursuits looking
for crowdfunding. Any lawful new venture whose organizer passes essential screening can make a pitch on
the Acorn stage.

Blockchain makes the procedure straightforward, protected and open from any district. On the stage, a
crowdfunding motor enables business visionaries to scrounge up promoting support, boosting the shot of an
effective task.

5.3 Providing user-friendly financial tools

All the more new pursuits are utilizing digital forms of money notwithstanding fiat monetary standards with
a specific end goal to deal with their financing, regardless of whether that takes the state of a token deal or a
business visionary raising assets through able exchanging on crypto trades. Dealing with numerous fiat and
crypto accounts, be that as it may, has dependably been a confounded assignment.

Zerta is a cutting edge exchanging stage worked by a main group of trade technologists and business people.
The stage interfaces a trade, a crypto and fiat wallet, and a bank in a solitary biological community. "We are
taking the crypto-exchanging market up to the level of conventional markets and stock trades,” says
ParuyrShahbazyan, prime supporter of Zerta.



As crypto selection turns out to be more common, it is essential to center around training and convenience,
particularly inside money related administrations. For Zerta, this implies personalization and adjustable
interfaces to help clients of all experience levels exchange, send and get installments and draw in with a
network of similar individuals. Ease of use is the core interest.

5.4 Cultivating new investment opportunities

Business visionaries over each industry are always searching for better approaches to differentiate their
ventures, and the presentation of coin-based exchanges is opening up new potential outcomes. For instance,
Muirfield has many years of experience encouraging private value speculation openings.

Presently, as blockchain turns out to be progressively normal crosswise over businesses, Muirfield IP is
supposed to dispatch its own particular Tokenized Asset Offering in 2018. Not exclusively do token-based
open doors open up the entryways for new business visionaries to buy resources, encouraging a TAO likewise
guarantees that the laws and controls in regards to security tokens are entirely taken after.

5.5 Developing customer-loyalty platforms

Client dedication is basic for all organizations. To sustain business-client connections, numerous business
people attempt to make client dependability issues. Such projects, nonetheless, can require more mechanical
cerebral pains and accounting obstacles, making one more information field for business people to track and
oversee.

Blockchain is a perfect device for helping business visionaries grow low-push client dedication programs,
remunerating rehash clients with uncommon impetuses and cultivating cozy connections.

Blockchain's automatable exchange record can monitor client cooperations and modify clients' reliability
status fittingly. Blockpoint, for instance, enables clients to rapidly set up blockchain-based reliability projects
to coordinate with their current organizations.

5.6 Creating reliable agreements

Business visionaries flourish in a system of commonly steady connections that enable them to dispatch their
endeavors. A significant number of these connections, for example, amongst financial specialists and
originators, appear as official or informal legally binding assentions. At the point when these understandings
fail to work out, business visionaries battle. An item dispatch, for instance, could be destroyed if an
arrangement with a producer breakdown.

Blockchain marks and keen contracts give powerful, reasonable alternatives for business visionaries looking
for solid legitimate contracts. Organizations, for example, DocTailor offer devices for clients to manufacture
and tweak legitimate assentions and savvy contracts on the blockchain. Tennessee as of late made shrewd
contracts lawfully authoritative in the state, and different areas trying to sustain tech advancement are probably
going to before long take after their lead.

6. A LOOK INTO THE FUTURE OF CRYPTOCURRENCIES - 3 PREDICTIONS FOR THE
CRYPTOCURRENCY MARKET

It's less than 10 years , and cryptographic money has effectively created an impression in the budgetary
segment. Apparently out of the blue, this money has figured out how to stand out enough to be noticed and,
frequently, their adoration. What's more, it's as of now influencing a few parts of the overall population's lives,
including business enterprise.

Embracing digital currency and its hidden blockchain innovation to work with officially existing frameworks,
obviously, has postured challenges. An ongoing illustration happened when the innovation foundation
organization Stripe tried consolidating a bitcoin installment alternative. Shockingly, the outcome wasn't a win.
It worked out that the speed in handling bitcoin exchanges killed customers. In a blog entry this past January,
Stripe's task supervisor, Tom Karlo, said his organization's clients dismissed the digital currency alternative
in view of affirmation slacks, high charges and a distinction amongst exchanges and the changes of the cash's
esteem.

Indeed, advanced cryptographic money generally speaking has had what's coming to its of disappointments.
Be that as it may, regardless of them, numerous individuals still trust cryptographic money has a brilliant



future. In a meeting, Kevin Murcko, CEO of CoinMetro, for example, immovably expressed his conviction
that cryptographic forms of money are as yet creating and that there is more we'll find in the digital currency
space.

"The digital money and blockchain ventures are works in advance," Murcko said. "Take a gander at Bitcoin,
for instance; it's not the manner in which it was very nearly 10 years back. Beside the adjustment in esteem,
it's working in various landscapes. It's accepting more input as far as issues that give regions to development,
advancement and development."

Genuine, digital currency has had its high points and low points. In any case, the accompanying patterns of
the digital currency advertise give us a to some degree canny figure about what we can expect later on:

6.1 Cryptocurrencies will receive more patronage from institutional investors

Given that an ever increasing number of governments are investigating the direction of cryptographic forms
of money, speculators are feeling more great about putting their assets into them.

With included control, institutional financial specialists will have the capacity to inhale simpler and have less
uneasiness about the vulnerability of the cryptographic money showcase. Actually, more speculators are
considering digital currencies to be a reasonable resource due to their alluring returns: In December 2017
bitcoin hit a record high of nearly $20,000 for one tcoin. In spite of the fact that the cost has gone down from
that point forward, specialists anticipate that Bitcoin's esteem could really go higher than that 2017 figure.
Very rich person financial specialist Tim Draper strikingly anticipated, for instance, that Bitcoin would
accomplish an estimation of $250,000 per coin by 2022.

Notwithstanding, any ascent toward that path will be a slow one. While some institutional financial specialists
are putting resources into digital forms of money, others are determinedly watching the market. In this manner,
the presentation and execution of directions may pull in a portion of those watchers to hop in.

6.2 Why cryptocurrencies are being regulated

Absence of security has for some time been one of the greatest worries for brokers. Actually, a study directed
by Encrybit, a cryptographic money trade stage, uncovered that 40 percent of the members surveyed
considered security to be a noteworthy concern.

As indicated by the Securities Exchange Commission, cryptographic money trades in general stay unregulated.
This is rather than digital currency's regular monetary forms partners, which are directed by the national banks
of their particular nations.

Now and again, programmers and cybercriminals have effectively exploited the absence of digital money
direction and made exchanging these monetary standards perilous for financial specialists.

Be that as it may, endeavors are in advance to control cryptographic money in the worldwide field. For
instance, at the G20 summit in Argentina, mandates were made for worldwide controls.

In an ongoing discussion | had about the eventual fate of the blockchain business with Ahmed Khawanky, the
CMO of IngotCoin, Khawanky stressed the need to direct the digital currency advertise as an approach to look
after security.

"When you endeavor to push something new to the market," Khawanky stated, "there's a need to win the trust
of the general population. Individuals won't confide in something they don't know or like. In this way,
guaranteeing security is the core of the general accomplishment of the blockchain innovation."”

6.3 Cryptocurrencies won't stop being volatile

In spite of the measures to guarantee soundness in the digital currency showcase, it's as yet a battle to stop or
possibly diminish cryptographic forms of money's instability. There are still such a significant number of
variables keeping them unpredictable. These include: the monetary standards' absence of inherent esteem, the
absence of institutional capital, the usage of controls and thin-arrange books, among different variables.
Albeit direction of the money and their business sectors will help bring down unpredictability, that by itself
won't be sufficient to have an extensive effect in cryptographic forms of money's unstable nature.

In any case, as digital money exchanging turns out to be more famous, we ought to see a back and forth
movement of instability. While a few people will profit by the sudden builds those rhythmic movements
convey to digital forms of money's esteem, we ought not overrule the likelihood of a sudden crash also.

6.4 The Blockchain a New Web 3.0?



The blockchain enables web clients to make esteem and confirms computerized data. What will new business
applications result?

6.4.1 Smart contracts

Circulated records empower the coding of straightforward contracts that will execute when indicated
conditions are met. Ethereum is an open source blockchain venture that was constructed particularly to
understand this plausibility. In any case, in its beginning times, Ethereum can possibly use the value of
blockchains on a really world-evolving scale.

At the innovation's present level of improvement, keen contracts can be modified to perform basic capacities.
For example, a subordinate could be paid out when a monetary instrument meets certain benchmark, with the
utilization of blockchain innovation and Bitcoin empowering the payout to be mechanized.

6.4.2 The sharing economy

With organizations like Uber and AirBnB prospering, the sharing economy is as of now a demonstrated
achievement. As of now, be that as it may, clients who need to hail a ride-sharing administration need to
depend on a delegate like Uber. By empowering distributed installments, the blockchain opens the way to
coordinate association between parties — a really decentralized sharing economy results.

An early illustration, OpenBazaar utilizes the blockchain to make a shared eBay. Download the application
onto your figuring gadget, and you can execute with OpenBazzar merchants without paying exchange charges.
The "no standards™ ethos of the convention implies that individual notoriety will be much more imperative to
business connections than it presently is on eBay.

6.4.3 Crowdfunding

Crowdfunding activities like Kickstarter and Gofundme are doing the propel work for the rising shared
economy. The notoriety of these destinations proposes individuals need to have an immediate say in item
improvement. Blockchains take this enthusiasm to the following level, possibly making swarm sourced
investment reserves.

In 2016, one such analysis, the Ethereum-based DAO (Decentralized Autonomous Organization), raised a
shocking $200 million USD in a little more than two months. Members acquired "DAO tokens" enabling them
to vote on keen contract funding ventures (voting power was proportionate to the quantity of DAO they were
holding). An ensuing hack of task reserves demonstrated that the venture was propelled without legitimate
due determination, with deplorable results. In any case, the DAO analyze proposes the blockchain can possibly
introduce "another worldview of monetary participation.”

6.4.4 Governance

By making the outcomes completely straightforward and openly available, circulated database innovation
could convey full straightforwardness to decisions or some other sort of survey taking. Ethereum-based
shrewd contracts help to mechanize the procedure.

The application, Boardroom, empowers authoritative basic leadership to occur on the blockchain. Practically
speaking, this implies organization administration turns out to be completely straightforward and certain while
overseeing advanced resources, value or data.

6.4.5 Supply chain auditing

Purchasers progressively need to realize that the moral cases organizations make about their items are genuine.
Dispersed records give a simple method to confirm that the backstories of the things we purchase are bona
fide. Straightforwardness accompanies blockchain-based timestamping of a date and area — on moral jewels,
for example — that compares to an item number.

The UK-based Provenance offers store network inspecting for a scope of buyer products. Making utilization
of the Ethereum blockchain, a Provenance pilot venture guarantees that fish sold in Sushi eateries in Japan has
been economically reaped by its providers in Indonesia.



6.4.6 File storage

Decentralizing document stockpiling on the web brings clear advantages. Dispersing information all through
the system shields records from getting hacked or lost.

Bury Planetary File System (IPFS) makes it simple to conceptualize how a circulated web may work. Like the
way a bittorrent moves information around the web, IPFS disposes of the requirement for concentrated
customer server connections (i.e., the present web). A web made up of totally decentralized sites can possibly
accelerate document exchange and gushing occasions. Such a change isn't just advantageous. It's a
fundamental move up to the web's at present over-burden content-conveyance frameworks.

6.4.7 Prediction markets

The crowdsourcing of forecasts on occasion likelihood is demonstrated to have a high level of exactness.
Averaging suppositions counterbalances the unexamined predispositions that misshape judgment. Expectation
showcases that payout as indicated by occasion results are as of now dynamic. Blockchains are an "insight of
the group™ innovation that will no uncertainty find different applications in the years to come.

In any case, in Beta, the forecast advertise application Augur makes share contributions on the result of
certifiable occasions. Members can win cash by becoming tied up with the right forecast. The more offers
bought in the right result, the higher the payout will be. With a little duty of assets (hot as much as a dollar),
anybody can make an inquiry, make a market in view of an anticipated result, and gather half of all exchange
charges the market produces.

6.4.8 Protection of intellectual property

As is outstanding, computerized data can be interminably recreated — and conveyed generally because of the
web. This has given web clients all around a goldmine of free substance. Be that as it may, copyright holders
have not been so fortunate, losing control over their protected innovation and enduring monetarily as a result.
Keen contracts can secure copyright and robotize the offer of innovative works web based, dispensing with
the danger of record duplicating and redistribution.

Mycelia utilizes the blockchain to make a shared music appropriation framework. Established by the UK artist
lyricist Imogen Heap, Mycelia empowers performers to offer melodies straightforwardly to gatherings of
people, and in addition permit tests to makers and divvy up eminences to musicians and artists — these
capacities being mechanized by brilliant contracts. The limit of blockchains to issue installments in
fragmentary digital money sums (micropayments) recommends this utilization case for the blockchain has a
solid shot of accomplishment.

CONCLUSION

The development of Bitcoin has started a discussion about its future and that of different digital forms of
money. In spite of Bitcoin's ongoing issues, its prosperity since its 2009 dispatch has motivated the making of
elective cryptographic forms of money, for example, Litecoin, Ripple and MintChip. A cryptographic money
that tries to wind up some portion of the standard monetary framework would need to fulfill exceptionally
unique criteria. While that probability looks remote, there is little uncertainty that Bitcoin's prosperity or
disappointment in managing the difficulties it countenances may decide the fortunes of different digital
currencies in the years ahead.
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ABSTRACT

Youth and unemployment is an issue of great importance for the whole community, because young people
are the driving force of every society. Their active involvement is very important in order to contribute to
the socio-economic development, but also to the overall social development of the whole society.
Unemployment in Macedonia is currently one of the biggest economic and social problems. The high rate of
unemployment entails a number of other problems with it, such as poverty, social insecurity, the departure of
young people abroad.

In the further part of this paper, the current situation in Macedonia in terms of youth unemployment will be
more detailed descriptive, certain selected priorities and solutions in this area will be emphasized. The
method of content analysis and related laws, action plans, research studies, documented inscriptions and
statistical data that treat the matter will be used predominantly, and a comparative method will be used to a
certain extent, while a survey will be used from instruments.

The overall goal of this paper is to determine the conditions, factors and the most important awareness-
raising among the competent authorities in order to take measures to solve the youth unemployment problem
and to reduce the departure of young people out of Macedonia.

Unemployment is a social and economic phenomenon and problem existing even in the countries with the
most developed economies being more acute in the less developed countries. Unemployment is one of the
negative phenomena which occurs with great intensity during the transition.3!

Youth unemployment and emigration are the common worst problems that young people have faced before.
Youth organizations require greater involvement in decision-making and the creation of laws that apply to
them, the promotion of learning organization and better education. Unemployment has been reduced in the
countries of the Western Balkans, but Macedonia with a 2.7% reduction is one of the six worst countries in
the region when it comes to unemployment, according to the World Bank and the Vienna Institute for
International Economic Studies.

Macedonia is among the top ten countries in the world according to youth unemployment, which is almost
twice as high as the general unemployment rate - 23.7 percent. Young people prefer public more than the
private sector, and small number of people are willing to start their own business.

According to the International Labor Organization, currently there are over 70 million unemployed young
people in the world. This trend is primarily due to the economic crisis of 2008, which occurred just in the
period when this, the so-called millennium generation has attained adulthood- professional maturity that is
needed in the labor market. A factor that also has an impact on the youth unemployment is undoubtedly the
demographic aging of the population, due to which the retirement age is gradually extended, because of the
sustainability of the pension funds, but that in practice also means fewer job positions for young people.
This generation is considered as the most educated so far, but due to the time spent in the educational
process, the transit from school to work occurs later. Undoubtedly, the causes of youth unemployment on a
global scale are increasing, and when factors of the national context are added to them, the situation
becomes more complex from country to country.3 This trend is primarily due to the economic crisis of
2008.

In the Republic of Macedonia, according to official data, youth unemployment is almost twice as high as the
general unemployment rate - 23.7 percent, or by age group: from 15 to 19 years. - 58.9 percent; from 20 to
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24 years. - 46.1 percent and 25 to 29 - 35.2 percent, which ranks the country among the top ten countries in
the world, according to the youth unemployment rate.

Macedonia is ranked third in the world by unemployed youth in the World Bank's list, with 50.1 percent
youth unemployment, referring to the International Labor Organization (ILO), 2017. Higher
unemployment,has only South Africa, with a rate of 54.2 percent and Bosnia and Herzegovina with a rate of
67.5 percent. Greece has the largest youth unemployment (in the region)- 47.4 percent, in Serbia it’s 33.7
percent, in Croatia - 29.4 percent, in Slovenia - 15.4 percent, and in Bulgaria - 15 percent. According to the
definition , young unemployed are people aged 15-24, who are willing to work and who have taken activities
to find work in the last four weeks. This data is considered very important in terms of how a generation
starts, or doesn’t start, it’s working career. So, here we are not talking about young people who are in the
educational system and who do not look for a job.3

According to the current research findings, young people have a rather pessimistic attitude towards
employment. More specifically, in the Youth Study, 65 percent said they would find it difficult to find a job,
and 6 percent said they would never find a job. Similarly, in the study of the Youth Trends in the Republic
of Macedonia, 66.6% of young people consider that employment is difficult after the completion of
education.

In the youth study, as the most important factors for getting a job, young people rank: first "links and
friends", in the second place "political ties", in the third place "level of education”, only then "professional
skills". While the most important factors for accepting a job are ranked: first in the "salary", second place
"safe workplace", third place "job satisfaction" and fourth place "working with people who they like ".
Young people, in the first place prefer the public sector for their employment, and secondly - the private
sector. Only a quarter of the respondents said they were ready to start their own business.®

It is important to emphasize that even with the reduction of unemployment, a huge problem in the region
remains- that’s youth unemployment and long-term job search and informal employment. The report notes
that young people who are out of work for a long time are hardly involved in the labor market. They also
face wage differences because they earn up to 20 percent less than those who have quickly found work.

It is very important to pay attention to the large number of obstacles for employment in order to reduce the
current emigration from the region, especially among young, educated staff. To gain this outcome, further
knowledge is needed. Countries in the region need to synchronize their emigration data and improve the
registration and publication of migration statistics. Using high quality data that meets international standards
for the composition of the workforce - both nationally and internationally - will provide an accurate analysis
of the dynamics of the labor market in the region and will enable the design of policies that can simultaneously
deal with the challenges of emigration and take advantage of the migration benefits.*

Better linking of secondary school students to the labor market, as well as previous student retention
interventions, can improve employment opportunities. Policies, such as childcare, aged care facilities, flexible
work contracts and more part-time jobs, will also promote the integration of women in the labor market.

1. CONSEQUENCES OF YOUTH UNEMPLOYMENT

The fact that young people fail to integrate into society through work has wider consequences, above all, on
the future prosperity and development of countries. Youth unemployment, as well as their reaction in which
they discourage and give up the search for work, or accept to work in inadequate working conditions,
undoubtedly causes a loss for the economy, society and young people themselves. Unemployment of youth
is inevitably linked and social exclusion, since the difficulty of finding a job creates a sense of vulnerability,
marginalization and uselessness among young people. Especially if we have in mind that people realize their
value through social roles in which they participate in society, and achieved career by work is one of the
most important social roles. If young people in this delicate biological age, full of hope and excitement over
expectations for the future, on the road to their (financial) independence realize that there are numerous
barriers at the very entrance, it is very likely that it will cause frustration, stress and negative feelings for
themselves and for the environment.
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The results of the study on Unemployment of Young People in the Republic of Macedonia also point to
more interesting findings. Thus, for example, young people largely chose the profession themselves, but
every third or fourth young person made the decision jointly or under the influence of the parents. The
choice of the profession, half of the respondents did before, during or after secondary education. Regarding
what kind of work young people expect / prefer, it can be said that half of young people expect to be
employed somewhere for salary, while others would like to start their own business. In the workplace, young
people would most like to do things that involve working with other people, which they characterize as high
social personalities, and the least they would like to do is involve physical effort.

2. ACTION PLANS AND MEASURES

For years, have been taken a lot of measures to reduce unemployment, especially among Youth People. We
will mention some of them:

2.1. Practice as a support for the employment of young people aged up to 29 years.

The aim of this measure is to improve the perspectives for employment of young people, while taking into
account the current needs of the labor market. The unemployed people will be included in a three-month
internship program in order to gain first-time work experience in the field of their education, specific
professional knowledge and skills for work. The expected outcome is the improvement of the prospects for
employment of 1000 unemployed young people.

2.2. Training skills required in the labor market

The aim of this component is to train young unemployed people for the professional skills required in the
labor market. The trainings will be conducted in a period of up to four months and will include theoretical
and practical training. The expected result is 220 unemployed people. Advanced IT Skills Trainings are also
part of the skills training required in the labor market. The aim is to enhance the IT skills of registered active
young job seekers with appropriate education. IT training courses will be conducted in a period of up to six
months. The expected result on the job skills trainings required in the labor market is to participate 220
unemployed young people.

2.3. Training for skills that are required in the labor market

The aim of this component is to train young unemployed people for the professional skills required in the
labor market. The trainings will be conducted in a period of up to four months and will include theoretical
and practical training. The expected result is 220 unemployed people. Advanced IT Skills Trainings are also
part of the skills training required in the labor market. The aim is to enhance the IT skills of registered active
young job seekers with appropriate education. IT training courses will be conducted in a period of up to six
months. The expected result is to participate 220 unemployed youth people.

2.4.Training and counseling for entrepreneurship

The aim is to create new employment opportunities for the unemployed through training and counseling for
entrepreneurship and business management. The participants will attend training and counseling for up to 45
hours, which will include theoretical part and counseling. The expected results are to train 950 unemployed
people who are interested in starting their own business.

2.5.Training for skills for searching a job and preparedness

The purpose of this component is to prepare the jobless unemployed people with moderate or significant
difficulties and to improve their job-seeking skills. The participant will attend two types of trainings (long,
with a duration of 25 hours) and short (10 hours) depending on their belonging to the category. The expected
result is training in skills for searching a job and readiness to involve 1,400 unemployed people®’

$"World Bank: Unemployment among young people of 37.6% is key ...
Unemployment among young people is a key challenge for the region



The Youth Guarantee is a set of Government measures aimed at guaranteeing quality services offered to the
youth in the direction of employment, continuing education, re-education, practice and training. As a model,
the youth guarantee is first recorded in Finland and Scandinavia in the 80s and 90s of the last century.
Throughout the years, different patterns of this model have been observed in different countries, according
to the nature and different needs of the labor market. At the level of the European Union, the 2012 Youth
Guarantee is part of the recommendations for increasing the employment of young people up to 25 years
old, proposed by the European Commission, on a proposal from the European Council and the European
Parliament, to member states.®

The Youth Guarantee means that in a certain period the state finances direct money for gross salaries of young
people who have completed their education and are ready to train or get employed permanently. For the
business community this will mean free preparation of staff, training of previously theoretically prepared
young people, with the intention, if they really are worth it, to get permanent employment and to use their
potential®®

3. POTENTIAL SOLUTIONS AND CONCLUSIONS

It is very important to pay great attention to the future steps and possible solutions to reduce youth
unemployment. It is of great importance to harmonize the supply of skills with the requirements of the labor
market that could be achieved through the development of a comprehensive system for predicting the skills
that will provide the necessary information for policy creation as well as for young people when choosing
work; improving the relevance of education outcomes to labor market requirements; integrating curriculum
guidance in school curricula and providing quality career counseling and guidance in key moments in the lives
of young people.

In this regard, opening new jobs in the private sector is important. In order to stimulate it, we should be setting
measures that include: access to quality employment services for enterprises involved in infrastructure
development projects; expanding the existing system of tax incentives to promote the employment of young
people; and expansion of business development services to increase the capacity of enterprises to access
available funding opportunities

To facilitate the integration of young people into the workplace (by upgrading the EARM's physical, human
and ICT resources, adapting the implementation mechanisms and budget funds to active labor market policies,
developing dedicated service lines for young unemployed people, including the program: a youth start, and
through the introduction of better services for employers, taking into account European practices, it is
important to establish a strong partnership between the relevant institutions, the business sector, and it is very
important for young people in Macedonia to be involved in the implementation of the Youth Guarantee in all
its phases: in the planning, implementation and monitoring of the implementation of the measure. It is of
paramount importance for the whole society, to reduce the brain drain and educational and qualitative people,
and, to contribute to our society, it will be the most possible if the "links" and party booklets are eliminated,
and to put on the highest pedestal quality, competence and skills. Only in that way, Macedonia will become
better and more developed place to live in.
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YOUTH AND UNEMPLOYMENT
Idrizi Kaltrina*

ABSTRACT

Because of unemployment, which is highest in the region, and because of an insecure economy, society and
politics that reigns in the country facing everyday reality, for young people is not a precious asset to them,
but an opportunity to leave the country. Young people want to enjoy their youth, live their lives, and have
fun, and other phenomena in their youthful lives. As young as they are, they have no problem, but
everything must have the limit, even their entertainment. What for a teenager looks like spending time, in
the future can be a very important part of his life. Education leads to a better future towards a job for which
young people will be happy.It is very important for a young person or young person to find their problems in
their own place rather than thinking of leaving abroad as the best option for a higher level of living.How to
find employment solutions for young people is the right question for this phenomenon without solutions.
Perhaps the answer lies in the creation of a program, even the government, political subjects during electoral
campaigns, to have a positive effect, while employing employment policies feasible, and not flashy words in
the electoral campaign, with slogans, say "we will open thousands of jobs for the youth", etc. We need to
find the driving force of democratic processes to minimize the outbreak of youth hurricane through the
world, and to determine in the governmental programs the legal employment of youth in their homeland.In
the overcrowding of students ending unreality, the market has created the necessary spaces for professionals
and specialists to respond to market demands. Therefore within 4 years it is intended by educational
institutions that this increase will go up to 50%.

Keywords: Unemployment, Future,Economy,Society and politics
1. UNEMPLOYMENT

Momently, Over 80% of the unemployed in the country expect employment for more than a year. It is a
number of 182,027 persons. But still more troubling is the fact that 62,000 of them are young people up to 29
years. These figures published by the State Statistical Office confirm that the state faces difficulties in
alleviating unemployment among young people. An alarming figure of unemployment among young people
in Macedonia. Last year's research by the Friedrich Ebertz Foundation on youth unemployment showed that
43% would agree to work whatever, while 38.7% would do so on condition of receiving a higher salary. One-
third believe that they have completely misplaced the profession they have decided to get educated.

The unemployment rate among young people aged 15 to 24 was 48.2 percent.

1.1 Definition of unemployment and youth unemployment indicators

A person's labour force standing falls into one amongst 3 categories: employed, unemployed or economically
inactive. Eurostat uses the International LabourOrganisation (ILO)'s definitions of employment and
unemployment. The labour force, conjointly referred to as the active population, contains those employed or
unemployed. The definitions apply to youngsters just as they do to the other age bracket.

EU-28 young population aged 15-24

57.5 million persons
I

i i v
Employed Unempl Economically inactive
18.8 million 56m 33.0 million
Labour force Notin the labour force

Figure 3 Population employed, unemployed and economically inactive, EU-28, age 15-24,
Total differs from sum of components because of small rounding effects.
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People are classified as being employed or unemployed regardless of whether or not they are in education or
not. In different words, Eurostat unemployment statistics, in line with International Labour Organization
standards, do not exclude students from unemployment simply because they're students. A similar criteria that
apply to the remainder of the population conjointly apply to them. This implies that the actual fact that
somebody is in education is irrelevant for his/her status relating to employment or unemployment. However,
participation in education of the population as an entire has an indirect impact on youth unemployment
indicators, as are going to be shown below.

The main indicator of youth unemployment is the youth unemployment percentage for the age bracket 15-24.
This uses an equivalent standard definition like the unemployment percentage for the population of operating
age. For a given age bracket, it's the {range | amount| quantity} of these jobless individuals divided by the
whole number of individuals within the labour market (employed and unemployed). Within the EU-28 in
2012, there have been on the average 5.6 million jobless persons aged 15-24 and 24.4 million persons of that
age bracket within the labour market, consistent with the EU labour force survey. This provides a youth
unemployment percentage of 23.0 %.

Because not each young person is within the labour market, the youth unemployment percentage doesn't
replicate the proportion of all young adults who are jobless. Youth unemployment rates are often
misinterpreted in this sense. A twenty five bloom of youth unemployment percentage doesn't mean that '1 out
of four young persons is unemployed'. This is often a typical misconception. Also, the youth unemployment
rate could also be high although the amount of unemployed persons is restricted. This could be the case when
the young labour force (i.e. the rate's denominator) is comparatively little. this is not a problem for the
unemployment rate of the entire population of operating age because of the higher participation of that
population within the labour market (43 to check out ages 15-24, compared to 85 to check out ages 25-54,
2012 EU-28 estimates).

Another indicator of youth unemployment revealed by Eurostat is the youth unemployment ratio. This has an
equivalent dividend like the youth unemployment percentage, however the divisor is that the total population
aged fifteen to twenty four. It therefore offers an unemployment-to-population measure. The scale of the youth
labour market (i.e. the scale of the young labour force) doesn't trigger effects within the youth unemployment
ratio, contrary to the unemployment rate.

In the EU-28 in 2012 there have been 57.5 million persons aged 15-24, of whom 5.6 million were discharged.
This provides a youth unemployment ratio of 9.7 %. Figure 2 shows youth unemployment rates aboard youth
unemployment ratios for 2012. Informations are based on the EU labour force survey.

The youth unemployment ratio is by definition continually smaller than the youth unemployment rate, usually
less than half of it. This difference is entirely because of the various denominators.



Unemployment | Unemployment
rate ratio
2012 2012

EU-28 23.0 97
EA-17 231 96
Belgium 19.8 6.2
Bulgaria 28.1 8.5
Czech Republic 19.5 6.1
Denmark 141 9.1
Germany 8.1 41
Estonia 20.9 8.7
Ireland 30.4 12.3
Greece 55.3 16.1
Spain 53.2 206
France 246 9.0
Croatia 43.0 12.7
Italy 35.3 10.1
Cyprus 278 10.8
Latvia 28.4 11.4
Lithuania 26.4 7.7
Luxembourg 18.0 5.0
Hungary 28.1 7.3
Malta 142 7.2
Netherlands 95 6.6
Austria 8.7 52
Poland 26.5 8.9
Portugal 37.7 14.3
Romania 227 7.0
Slovenia 206 12
Slovakia 34.0 10.4
Finland 19.0 98
Sweden 23.7 12.4
United Kingdom 21.0 12.4
Iceland 13.6 10.2
Norway 8.6 48
Turkey 15.7 5.9

Figure 4Youth unemployment rates and ratios (%), 2012
1.2 Young persons' participation in the labour market

As explained above, unemployment rates and unemployment ratios differ as a result of the former embody
within the divisor only the part of the population that's within the labour market. There’s additionally a
powerful link between labour market participation and status in education, which becomes significantly clear
once staring at young people's situation at different ages. This section analyses this issue in additional detail.

At fifteen years, nearly 100% of the population within the EU continues to be at college. as the young get
older, many get into the labour market, turning into employed or jobless, or stay outside the labour market.
Not all youngsters make this transition at a similar age, thus there's a gradual rise within the range of the
youngsters on the labour market. Figure 2 below shows the proportion of youngsters in education and/or on
the labour market at annually more matured (data for EU-28, 2012). Those persons in education are color-
coded in blue, and people not in education in pink. There’s a steep rise in labour market participation, from
some 5 to take a look at age fifteen to some 80 to take a look at twenty four. This steep increase explains the
distinction between the youth unemployment rates and youth unemployment ratios, introduced within the
previous section. This can be a particular feature of the young population and it's no equivalent at different
ages, apart from the light decrease in labour participation by older employees as they retire. Figure 3 relies on
EU labour force survey information. Figure 3 counts all people who state they have been in formal education
or coaching throughout the previous four weeks as being in education, and doesn't embody those that
participated solely in non-formal coaching sessions like attending a course, a seminar or taking personal
lessons.
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Figure 5Structure of youth population by education and labour market status, EU-28, 2012.
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A second feature in Figure 2 is that a lot of youngsters join the labour market before they finish their studies
or they participate in education while already on the labour market. This implies that individuals may be at
the same time in education and on the labour market. (It is noted that participation within the labour market,
in line with International Labor Organization definitions, happens by operating as little as one hour within the
week, or looking and being out there for such work). Otherwise said, those in education and people on the
labour market aren't always completely different teams, an overlap exists. The transition from education to the
labour market isn't an easy switch of status however a fancy overlap of various things.

Figure 3 shows that the majority young unemployed aren't in education, but many are (respectively 4.3 million
and 1.3 million persons aged 15-24, within the EU-28 in 2012). There are also several young employed while
in education (6.7 million). As may be seen, there are a lot of young employed in education than young
unemployed (whether in education or not).

Figure 4 below shows visually that teams are concerned within the calculation of the youth unemployment
rate and youth unemployment ratio. It’s a visible presentation of the definitions represented in Figure 3 above.

- N o N
: (people - (people
< = unemployed < " unemployed
5 15-24) - 15-24)
Unemployment \: ____________ Unemployment -
Rate15-24 = = < Ratio15-24 - ~=""""""""" <
(unemployed over a & N (unemployed over (o
labour force) - population)
i (people - ‘ (people
< : in labour -1 aged
B force N 15-24)
= 15-24) i
\"; .......... >, \_mrvommm ;';J

Figure 6Youth unemployment rates and ratios, comparison of the groups entering in the numerator and
denominator of the calculation (same colour shading as in Figure 3; blue denotes persons in education and

red persons not in education)



1.3 The causes of youth unemployment

The reasons for youth unemployment are fairly just like other causes of unemployment. They include:
1. Lack of qualifications. Youngsters with none skills are way more likely to be jobless (structural
unemployment) to some extent, the service sector has offered a lot of unskilled jobs like bar work, grocery
store checkout and waiters. However, the character of the labour market is that a lot of teens lack the required
skills and coaching to impress employers.
2. Geographical unemployment. Youth unemployment is {typically | usuallylcommonly} targeted in certain
areas — often inner cities wherever there's a cycle of low action and low expectations. For instance, the
employment rate for 16-24 year-olds is merely 64th within the North East compared to a national average of
70th
3. Real Wage unemployment. You’ll argue unemployment is caused by labour market rigidities and wages
being higher than the equilibrium rate. Historically young employees are paid lower ‘apprentice wages.
4. Lack of graduate jobs. Several teens leave faculty with a degree then again find graduate jobs are in short-
supply. Some notice they'll be over-qualified for the work market they enter.
5. Cyclical unemployment. The largest explanation for unemployment within the UK is usually
cyclical/demand-deficient unemployment. This can be unemployment caused by the falling output that
happens throughout the recession. Throughout the 2008 recession, youth unemployment raised at a quicker
rate than the particular unemployment rate. It’s usually young employees who are more likely to experience
unemployment; this can be as a result of with the smallest amount of experience they're the simplest to get rid
of from the labour market. Also, corporations typically don’t sack staff, however they do stop taking on new
(young) staff.
6. Frictional unemployment. College leavers may take time to search out the proper work.
7. Cultural/social factors. Youth state is usually highest amongst underprivileged areas wherever there's
pessimism over job prospects. Youth unemployment is commonly higher among folks that have a history of
broken families, drug use or criminal record. Youth unemployment is additionally higher amongst ethnic
group
8. Underground economy. Official unemployment might occur in areas wherever there's a thriving sector. l.e.
there are unofficial jobs for individuals to take. These jobs could also be prohibited like dealing in soft drugs.
However, it's hard to establish the extent of those unofficial jobs and it's simple to create sweeping
generalizations regarding underprivileged areas.
9. Hysteresis. Hysteresis is the concept that past unemployment trends are probably to cause future
unemployment. If teens have been jobless within the past, it becomes more and more tough to urge a job. This
can be as a result of:

. Lack of jobs might cause young staff to become demotivated

»  Alack of past employment might cause corporations to be unwilling to hire in the first place.
Unemployment means that staff don’t have the chance to learn skills and on the work training.

1.4 Unemployment in a global perspective

The problem of rising unemployment during and after the Great Recession has a global character, as confirmed
by data from the Organization for Economic Co-operation and Development (OECD). The OECD’s report
“Society at a Glance 2011 — OECD Social Indicators” shows that unemployment rates overall have increased
across the globe. Despite a few exceptions to this global trend (Germany for example has shown falling
unemployment rates despite the recession), the majority of the countries exhibited an increasing trend.
Certainly the United States unemployment statistics have recently been dismal:
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Figure 7 Historical US Unemployment Rate.

At the peak of the recession, the United States not only took the largest hit over its recorded history since the
1940’s, with an upward jump of 3.5 points in the year to year unemployment rate between 2008 and 2009, but
also reached a 9.8 level unprecedented for the last 30 years.

When compared with other OECD countries, the US unemployment rate does not seem as dramatic as it looks
when we concentrate only on the domestic statistics. For instance, Spain had high rates even before entering
the crisis. The recession created a current unemployment rate that is so high that more than one fifth of the
Spanish labor force is vacant.

The following chart helps to put the US unemployment rate in perspective with respect to some other OECD
countries. Hopefully the US unemployment (black line) can return to unemployment levels below the average
unemployment rate for all the OECD countries (orange line):
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Figure 8 The United States unemployment rate in comparison with other OECD countries 2006-2010
1.5 Macedonia Unemployment Rate

The unemployment rate in Macedonia reduced to 21.6 % within the first quarter of 2018 from 22.9 % within
the same period of the previous year. It had been all-time low unemployed rate since the series began in 1993,
because the number of jobless people fell by 11.2 thousand to 206.7 thousand and also the range of employed
rose by 15.8 thousand to 749.9 thousand. Also, the labour force participation rate raised to 56.9 % from 56.7
% last year. Within the last quarter of 2017, the unemployed rate was higher at 21.9 percent. Unemployment
rate in Macedonia averaged 31.19 % from 1993 till 2018, reaching an incomparable high of 38.70 % within
the first quarter of 2005 and a record low of 21.60 % within the first quarter of 2018.
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Figure 9 Macedonia Unemployment Rate.

Dealing with youth unemployment

The high youth unemployment rate, age of 15 to 25 (62.6 % according to LFS) in 2005 is unfavorable indicator
and the employment policy puts a priority on this specific group. In order to settle these situations, the
Government should implement the following: — Skill needs analysis and improving the educational and
training system according to the labour market needs, — Better matching between the education and training
and the employers' needs for adequately qualified employees, — Voluntary practice for students and pupils
(over 15 years) on the labour market during their education, summer break, or as a part of the practice in the
educational programme, — Employment of the trainees; and — Combating long-term youth unemployment
(new start — training of all young unemployed before they reach 6 months of unemployment).

Preventing the long-term unemployment and encouraging the employment of long-term unemployed

In 2005, the share of long-term unemployed (unemployed longer than 1 year) was 32.3% of the total
workforce. This condition imposes the question of long-term unemployed as an important Government's duty,
which measures should be directed towards implementation of: — Preventive and proactive approach (as few
people as possible to become long-term unemployed), — Active labour market measures and stimulating and
supportive measures for this particular target group.

1.6 Macedonia Labour

Macedonia Last Previous Highest Lowest Unit
labour
Unemployment
21.60 21.90 38.70 21.60 percent
rate
Employed 749892.00 745206.00 749892.00 498867.00
persons
G 206748.00 208486.00 330724.00 206748.00
persons
Wages 35983.00 35117.00 35983.00 20029.00




Population 2.08 2.07 2.10 1.38 Million

Wage growth 1.00 1.80 18.60 -5.60 percent

Job vacanies 8331.00 6534.00 8331.00 4604.00

1.7 Youth Unemployment

Macedonia - Youth unemployment
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As we see the unemployment problem in Macedonia has always been in a high percentage wether in youth or
other people but the most high percentage has been from 2003 to 2005 and by then it has had ups and downs
and in 2017 has been going down by getting better in employing people and making the country more good
reflectable to other countries.

In The end the only solution is People in Macedonia should protest for their rights and for their years that are
wasting in the schools/universities by finishing them and not getting a job,if the political issues will be gone
the country would be better and the Unemployment statistics will go down. The YOUTH should be the future
of our country,and by saying the future,not leaving Macedonia and working abroad,but staying here and
fighting for their rights their job their family and their everything.Education leads to a better future towards a
job for which young people will be happy.It is very important for a young person or young person to find their
problems in their own place rather than thinking of leaving abroad as the best option for a higher level of
living.. We need to find the driving force of democratic processes to minimize the outbreak of youth hurricane
through the world, and to determine in the governmental programs the legal employment of youth in their
homeland.In the overcrowding of students ending unreality, the market has created the necessary spaces for
professionals and specialists to respond to market demands.For a better life in Macedonia,we should fight
against corruption and make this country like it should be.
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ABSTRACT

Migration is a human phenomenon and people are constantly on the move in search for new opportunities and
adventures and of late one of the peculiarities of migratory movements especially from developing countries
in Africa, Latin America and Asia is the migration of skilled humanresources especially trained intellectuals,
the Academia as well as Medical personnel’s from developing countries to the developed countries of the
United states, The United Kingdom as well as Japan popularly referred to as brain drain. By the year 2000 an
estimated 175 million people representing about 35% of the world’s population was essentially composed of
people living outside their native lands or countries of birth. Many factors could be advanced to justify brain
drain such as the search for new opportunities, the desire to pursue higher education, the necessity to improve
one’s standard of living and working conditions and also for adventurous purposes. Opponents against the
brain drain phenomenon particularly in Africa argue that the phenomenon of young people constantly on the
move to Europe, America and Asia impedes development and growth in the continent and one of the greatest
factors for Africa’s underdevelopment dating as far back as the slave trade era. As the contributions of these
skilled minds to the economic development in different sectors of the economy is lost and governments also
suffers as the money spent in training this young people throughout their education is lost as governments
don’t rip the benefits of this education and training. While brain drain is given a negative connotation in the
countries of departure, the main destination countries of these intellectuals and trained minds see it as brain
gain particularly in Europe Which has an ageing Population and the US. For these governments or countries
they gain cheap labor for which they did not incur any costs in the training of these human resources, also
they gain in terms of new skills and expertise gained from this educated brains and this is more palpable in
the contributions of foreign expatriates to the economies of these countries like the US where according to a
recent publication by the Department of state 40% Of immigrants to the US have a college degree and
countries like the United Arab Emirates that depend largely on foreign expatriates so our main goal in this
paper is to try to bring out ways in which governments can tap in the expertise of their foreign intellectuals
making brain drain gainful.

Key words: Migration, Brain drain, Brain gain, Countries of departure, Countries of destination

INTRODUCTION

Migration which is a term as old as human kind and dates far back to the early man or prehistoric times and
in the present decade is causing shock waves across countries, regions and continents of the world owing to
the concerns associated with it such as humanitarian concerns, security and the risks involved in taking certain
migratory routes is motivated by a multiplicity of factors which can be considered push or pull factors ranging
from wars, natural disasters, political instability and the desire to search for a better life is on the lips of
everyone and causing headlines across the world from the America’s passing through the Asia-Pacific region
, Europe the Middle East and Africa.

In this present decade migration has taken a swift shift where the ‘The Elite class’ , ‘The brightest minds’ *
the intelligentsia and skilled workforce of most countries mainly the developing nations of Africa, Latin
America , the middle East and Asia and isolated cases in Eastern Europe and the Balkans are migrating to
Western Europe, The United states and Japan known as Brain drain as it involves the movement of not just
ordinary people but skilled human resources or brains and while the developing nations as points for departure
are loosing in terms of the exodus of ‘brains © leaving their nations on a daily basis for ‘Europe and the United
States is a gain for these developed nations as destination countries of these ‘fine minds © owing to the
contributions of these individuals to the economic threshold of these nations and owing to the fact that these
destination countries have inquired nothing in education and training to have these brains or skilled workforce



in their nations while developing nations who concentrate a huge chunk of their national budget on Education
and training are on the losing end of the spectrum since they can rip the benefits of their intellectuals. Certain
facts and figures speak of the alarming nature of the brain drain phenomenon using the United states and
Germany as main destination countries. According to a recent study carried out by the Washington post the
US in 2014 attracted the highest number of skilled immigrants 47 million immigrants which is 14.4% of the
US Population [Andrew 2018] and a 2008 research survey carried out by the Harvard Business School, skilled
immigrants make up half of all ‘Engineers and scientists in the United states’ thanks to amongst many other
things the H-1B Visa that is targeted at bringing skilled intellectuals and technicians the United states on a
rolling basis and the DV-lottery program. The situation in Germany is not different as ‘The Economic
Powerhouse of Europe’ owing to its ageing population Germany is in need of engineers and scientists to man
its ever increasing manufacturing industrial base and as such the German Educational system is targeted to
attract skilled engineers and scientists as seen through the ‘STUDENT VISUM POLICY’ and incentives by
the German government to attract skilled immigrants. According to a study carried out by DAAD entitled
“’Open Minded Academia 2015’ in conjunction with the German Federal Ministry of Education and Research
BMBF as of 2014 they are about 301.350 international students enrolled in German universities and of this
number 58.465 are enrolled in the engineering and sciences disciplines attracted by the growing need of
German companies for trained engineers and scientists since to corroborate this view the DIHK surveyed that
Germany is in need of 400000 skilled migrants annually and of present they are about 10 million migrants in
Germany representing Europe, Asia, the middle east and Africa representing about 10% of the German
population .

In the course of this research work Cameroon in particular and Africa in general will be considered as departure
points for brains while Germany and the United states will be considered destination or brain gain countries
and finally our main focus in this research is how brain drain to Europe and the US could be gain for both
countries of departure of ‘the intellectuals and countries of destination.

1. MOTIVATING FACTORS FOR BRAIN DRAIN AND ARGUMENTS FOR AND AGAINST
BRAIN DRAIN

In the first sub-section of our work we shall be looking at motivating factors of brain drain amongst
Cameroonians and Africans to the US and GERMANY and later look at the doctrinal arguments in favor of
and against brain drain.

1.1 Motivating factors for brain drain

Africa is a region rich because of the diversity of its people’s and their cultures and the continent is blessed
with abundant ‘human and natural resources’ but the continent’s potentials which many years after
independence has hardly been harnessed so Africa and Cameroon owing to Corruption, instability, bad
governance and misappropriation of state resources in favor of the elite class against the masses lingers in
misery and poverty and the youths popularly referred to ‘as leaders of tomorrow ° after going through the
process of acquiring quality education on the behest of their parents scarce resources at the end of their
education and training find it difficult to find ‘good quality jobs ‘ to match their education and training and
even those who struggle to earn a job after vigorous years of training and endurance such as engineers which
are trained for a period of 5 years after high school, medical doctors who undergo training for seven years or
even teachers and nurses end up been paid low wages at the end of their trainings which they can ‘hardly make
ends meet ‘. So in this light motivated by the quality working conditions in Europe and the US, higher wages
hourly, social benefits and possibilities to pursue higher education and acquire new trainings and skills most
African and Cameroonian doctors, engineers, nurses and even the Academia as well as lay graduates to
‘everything possible’ to migrate to Europe via legal means through applying for a student Visum or H-1B visa
to either Germany or the united states or illegal through illegal crossing to Europe via the Mediterranean route
and over stays of visit visas in the US just to live their dreams and have a better life for themselves and for
family. even though statistics from the WHO shows that DOCTOR- patient ratio in developing countries like
Africa is too low as in certain cases 1:10000 that is one doctor for 10000 patients still yet everyday doctors
are leaving Africa the Academia same where the continent lacks trained teachers owing to the brain drain
phenomenon which has adverse repercussions on the continent’s growth and development[Beine et al 2001].

1.1.1 Arguments in favour of brain drain



There is currently a debate amongst the academia and academic thinkers if Brain drain is good or disastrous
for the countries of origins of the ‘the brains ° but whatever the case and arguments may be, brain drain is
good for three important aspects;

- Human Capital development

- Financial remittances

- Tool for the boaster of Economic activities.
One of the legacies of brain in most countries around the globe which accounts for its popularity and its
increasing appeal its is role in human capital development and the training of minds which is vital and
indispensable for any meaningful social and economic development. Africa and Cameroon in particular is
lacking with regards to our educational system as our educational system is largely focused on general
education where emphasis is laid on the acquisition of theoretical knowledge where learners are not taught
to be imaginative, creative and inventive and vocational training and technical education is relegated to the
background as such our educational system ends up producing ‘job seekers  owing to theoretical knowledge
and not job creators since they lack the know how and ‘savoir-faire * but on the contrary the Educational
systems of developed countries like Germany and the US is targeted towards the needs of the job market that
is not just training for training sake but training geared towards skill acquisition in conformity to the exigencies
of the labor market so most Africans and Cameroonians in a bid to acquire ‘specialist skills and expertise’
increasingly on demand in a very competitive and demanding labor market both nationally and internationally
travel to these nations in a bid to tap in into the world of skills and expertise offered by world class European
and American educational systems and thanks to hard work and excellence at the end of their trainings in the
different universities and Hochschulesin the US and Germany respectively this ‘bright minds’ land high
paying jobs in different multinationals from AERONAUTICS engineers in BOEING and AIRBUS, motor
mechanics engineers for VOLKSWAGEN to petrochemical engineers in EXXON MOBIL, SHELL and
Specialist medical professional thanks to brain drain.
Another argument in favor of brain drain which is popularly nowadays and referred to in certain African
countries like Cameroon as “Bush-faller money’’ is the role in brain drain as a tool for financial remittances
or cash flow or transfer from Europe and the US to developing nations particularly Africa and Cameroon. The
diaspora especially the African diaspora in the US and Europe are very diverse, rich and successful and occupy
top management posts in Many giant multinationals and even top political posts and to give back to the
‘continent who made them what they are’ send money through cash transfers to relatives and family members
and create associations and send money for the funding of projects of general interest in their respective
countries such as the ‘The DYNAMIC WOMEN OF IRELAND’, ‘MECA USA’. According to a recent report
by the world bank followed a survey conducted in Africa, Europe and the US to investigate the effects of
foreign financial remittances by the Africa diaspora on the continent it was revealed that the amount of
financial remittances of the African diaspora through cash transfers to the continent reached an estimated 32.5
billion dollars in 2015 alone .
Lastly brain drain is good or helpful as it is considered as a boaster to economic activities as thanks to financial
remittances from the diaspora and also the shipment of second hand goods from Europe , America to Africa
economic activities like the sale of second hand goods like cars popular in Nigeria, Benin and Cameroon
which employs many people and affordable to household is boasted and even the activities of money transfer
companies such as WESTERN UNION, MONEY GRAM, RIA MONEY is given a huge boost.

1.1.2 Arguments against brain drain

Critics and opponents against brain drain see it as ‘a necessary evil ‘which needs to be stopped or controlled
owing to its negative repercussions on development and growth, social welfare of citizens and its effects on
the educational system. One of the pre-conditions for any meaningful socio-economic development is to have
trained human resources and personnel’s armed with skills, expertise and competence to man the different
development initiatives and endeavors and in this developing nations especially countries in Africa are greatly
lacking in this owing to the nature of the prevailing socio-economic conditions and macro-economic
environment .human capital development was the key to the rapid growth and development in the South-
East Asian Region amongst the ‘ASIAN TIGERS’ of South Korea, Taiwan, Hong-Kong and Singapore but
Africa is still lagging behind as far as skilled human resources vital for any substantial development is
concerned and even the few trained and skilled human resources trained in our universities , medical schools
and polytechnics thanks to brain drain leave the continent for Europe and America in search for greener
pastures. Also brain drain has a negative impact on the social welfare of citizens as education and healthcare
which are vital and indispensable ingredients for meaningful social development are threatened as
governments use state resources to build and equip schools but they are no teachers to teach ‘the leaders of



tomorrow’ as teachers abandon the classroom owing to poor wages and deplorable working conditions to
travel to the US and Europe in search for better life. infant and maternal mortality is on the rise on the continent
as women are in labor but no medical personnel to come to that aid and even if aid arrives its largely
insufficient owing to the fact that most medical personnel’s on the continent are not well trained and the birth
rate in the continent keeps increasing on a daily basis putting pressure on the existing health infrastructure and
personnel’s for example in a country like Nigeria on average 10000 babies are born each day and the health
staff inadequate owing to many factors like brain drain.

Lastly education which is the most important gifts one can have and vital for development owing to brain
drain our educational systems are been threatened as we are losing our ‘teachers’, ‘professors’, and
‘researchers © to Europe and the US where they could have been vital assets in the amphitheaters and lecture
halls in the continent but owing to brain exodus they are absent and generations of young people are left to
suffer and fend for themselves since they are no teachers.

2. THE BRAIN DRAIN - BRAIN GAIN NEXUS

While the movements of brains is considered ‘drain’ owing to the loss of state resources in education and
training of ‘the brains for the countries of departure like Cameroon on the contrary it is a gain for the
countries of destination like Germany and the US whereby they ‘gain’ from the skills and expertise of ‘fine
brains for which they in cured no cost in the training of these bright minds.

2.1 Arguments for brain gain

Authors in the doctrine who are In favor of the notion of brain gain argue that is not the fault of developed
countries of the west who year in year round keep on attracting ‘the finest minds and brains’ across the globe
at the detriment of developing nations that is the prevailing socio-economic conditions which are in favor of
massive exodus of brains from the south to the north such as;

-World class educational system which is top class and affordable home to the best universities in the world
in close proximity with companies increasing the chances of the employability of graduates after their training.
- A stable macro-economic environment owing to low levels of unemployment, inflation, high levels of
investment and a strong currency which is attractive to skilled workers.

- A Healthy social climate with rising standards of living, high wages , effective welfare systems .

-brain gain is good because of the facilities put in place by developed countries like America and Germany to
facilitate the movement of skilled workers and brains from the developing nations like Cameroon to the US
and Germany such as visa facilitation and exemption for scholars, scientists and engineers, scholarships and
skilled lottery programs all in the bid to attract  the best minds in their countries’.

2.2 Arguments against brain gain

Even though brain gain is seen as a tool to boost the labor market of developed nations as it assures a ready
and constant supply of skilled human resources to satisfy the needs of industries in the developed world and
government try much as possible as official policy in certain cases to ‘charm the best minds ° into their
countries, brain gain is not often welcomed and criticized as it leads to inequality, threat to job security in
destination countries and in certain cases raises identity and integration concerns in countries of destination.
As a tool for the promotion of inequality brain gain is seen as the driving force accounting for the global
inequality in the distribution of skilled labor or workforce world wide. thanks to the exodus of brains from the
south to the north, the north is assured of a steady supply of skilled man power while the south loses in this
regard no wonder most development projects like the construction of giant infrastructures in African countries
is still be handled by foreign expatriates since the continent is lacking in this regard.

Also as migrants move to EUROPE and the US in search for jobs it raises concerns in these nations as per job
security a vivid illustration is the migration of skilled workers from Eastern Europe like Romania and Bulgaria
to the UK which to much Brits Romanians and Bulgarians take away British jobs since owing to their poor
economy and currency British employers offer to employ them at the detriment of british citizens because they
can be willing to work at a lesser wage than brits and this was one of the consideration of UKIP for the brexit
vote.

Lastly the exodus of skilled migrants from developing nations to EUROPE and the US raises identity concerns
as to cultural identity, language and values and in many cases such as the US the influx of Mexican migrants
is seen as a threat to American values owing to the suspicion of Mexicans as “drug addicts’’ and in Europe



particularly Germany the migration of skilled workers from the middle east is seen as a threat to the Christian
identity in these countries and also their cultural values so brain gain is resisted.

3. HOW BRAIN DRAIN CAN BE GAIN FOR COUNTRIES OF ORIGIN AND COUNTRIES OF
DESTINATION OF BRAINS

Our main goal in this section is try to bring out ways in which governments can tap in the expertise of their
foreign intellectuals making brain drain gainful to do this three things are envisaged in this section; brain
circulation, institutional reforms and the necessity to create an enabling investment climate for the diaspora.

3.1 Brain circulation

Brain circulation refers to the temporal movement of workers , scholars from one country to another where to
travel to these countries and acquire skills and knowledge and after that return to their home countries and
put the skills and knowledge acquired abroad for the service of their nations.

3.1.1 The European and the African experience of brain circulation

In the European continent in a bid to address the issues of brain drain especially amongst students and scholars
from Europe to the united states and in a bid to facilitate the transfer of skills and expertise from the European
diaspora to their countries of origin the European commission and individual states have come up with
initiatives such as ERASMUS, AFRICAN MUNDUS, DAAD as well as GLAD. In bid to facilitate cultural
exchanges amongst European students and facilitate the learning of skills from one country to another, in June
1987 the European commission proposed Erasmus which is as mobility scheme amongst European students
and universities where students in one European country have the opportunity to study and learn in other
European countries and even do internships thereby acquiring skills and expertise from different countries and
cultures and bringing these skills to serve their countries of origin making brain exodus gain. Also the Europe
also come up with the AFRICAN MUNDUS program aimed at facilitating exchanges between African
scholars and intellectuals who have excelled in EUROPE to come to the continent on exchange tours and share
their skills and knowledge acquired in Europe with their brothers in Africa in this light brain drain is gain .
Also GLAD the global coalition of africans in the diaspora through individual efforts facilitate the exchange
of African researchers, entrepreneurs from Europe to africa sto pass on the skills and knowledge acquired in
europe to benefit their brothers in africa. Also the GIZ and the german academic exchange service DAAD
help to give scholarships to intelligent African students to study in EURope in areas where the continent is
lacking in expertise and after that return to their countries and use the skills and knowledge acquired in
germany at the service of the local community for local develofpment.

On the African continent in pursuance to the continent’s development needs and to make Africa a developed
continent by 2063 the AU comission proposed the creastion of the pan-african university which began in 2008
where africasn students from around the continent will travel to other african countries to study and acquire
skills and expertise in certain domains vital for their nations development on An AU SCHOLARSHIP and
return to their countries to put the skills and knowledge acquired to save their nation’s development
interest.they are presently four campuses in kenya, nigeria, cameroon and Algeria.

3.1.2 Institutional reforms

These reforms are geared towards targating the participation of the diaspora in the happenings of their home
countries and reforms to the educational systems. One of the reasons that accounts for the lack of interest or
involvement of the diaspora in the affairs of their home countries is the absence of the instituitional and legal
framework neccessary to make the diaspora play an activw role in their home countries amongst these reforms
are the need for the diaspora to participate in the political life of their home countries through having a say in
elections and referanda operations and the creation of a special ministry for diaspora affairs. this was one of
the recommendation of the cameroon diaspora forum held in 2017.cameroon has taken certain steps in this
regard even though much needs to done as per law no 2012/001 of April 2012 on the Electoral code instituited
the vote of the diaspora in presidential elections and a recent precedential decree which re-organises the
foreign affairs ministry MINREX created a special directorate on diaspora affairs but on double nationality
the state is yet to come up with appropriate legislation to amend the 1969 nationality code which does not
recognise the existence of double nationality but a single cameroonian nationality. Also our educational



systems need reforms geared not to the training * OF JOB SEEKERS’ as the case is now but to lay emphasis
on skill acquisition skills and research.

3.1.3 The necessity and enabling investment climate for the diaspora

The african diaspora is rich and is skilled and competent and wishes to transfer these skills to africa through
investment in valuable development projects but to attract this investments governments must amongst other
things

-Reduce administrative bottle necks and hurdles involved in the creation of enterprises.

-adopt favorable fiscal and custom incentives.

-ensure the rule of law to guarantee the protection of investments and the guarantee of propriety rights.
-Good governance and measures to fight corruption should be stepped up.

All these recommendations if implemented will spur Diaspora investment and create brain drain again.

CONCLUSION

Migration no matter the form can’t be stopped but can be controlled and as intellectuals move to other
countries to acquire skills and competence in the US and EUROPE they should develop the entrepreneurial
mindset not only to travel abroad and acquire skills to be job seekers but job creators and programs such as
the obama foundation YALI Program, TEF entrepreneurial program are hall malk references to this and as
Macedonia prepares to acquire EU MEMBERSHIP she should use the free labor movement rights in
EUROPE to acquire skills to boost job creation in the nation.

LIST OF ACRONOMYS AND ABBREVIATIONS

-AU: AFRICAN UNION

-BMBF: GERMAN FEDERAL MINISTRY OF EDUCATION AND RESEARCH
-DAAD: GERMAN ACADEMIC EXCHANGE SERVICE

-ERASMUS: EUROPEAN COMMUNITY ACTION SCHEME FOR THE MOBILITY OF UINVERSITY
STUDENTS

-EU: EUROPEAN UNION

-GIZ : GERMAN AGENCY FOR INTERNATIONAL DEVELOPMENT
-MECA: MANYU ELEMENTS CULTURAL ASSOCIATION USA

-PAU :PAN AFRICAN UNIVERSITY

-TEF :TONY ELEMELU FOUNDATION

-YALI : YOUNG AFRICAN LEADERS INITIATIVE
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YOUTH ENGAGEMENT IN NATO’S REDEFINITION OF RELEVANCE: CHANGING THE
NARRATIVE ON SECURITY FROM THREATH TO OPPORTUNITY

Sara Ferragamo
Women in International Security (WIIS)

ABSTRACT

In recent years the North Atlantic Treaty Association (NATO) has suffered from a decline in popularity due
to the questioning of its relevance, especially for the effectiveness of its grip on the new generations. Some
scholars argue that the American involvement in European affairs is no longer felt and the Alliance has failed
in providing a comprehensive and inclusive narrative targeted at young people. The previous generations have
put their certainties on the principle of NATO’s solidarity and unity against the backdrop of the Cold War
while the post-9/11 young generations and Millennials have experienced a growing mistrust towards the
breadth of its activities. While in the post-communist era NATO's role has been instrumental in re-establishing
relations between the military and civil sphere of society, today, as a result of new security threats, the Alliance
has lost its cohesive and bridge-building approach, especially in young people’s perception. Young
associations are working both at a national and local level to disseminate the importance of NATO’s solidarity
by sharing guidance and information with their members through community of practice. Through engagement
and discussions they further promote participants’ mutual understanding, enhancing their ability to think, plan
and communicate while running the gamut of the security threats. The findings and outcomes behind this study
are based on the review of the existing literature on inclusivity in youth commitment to security, participation
in symposia and simulations in addition to direct involvement in youth-oriented organizations such as the
Youth Atlantic Treaty Association (YATA) and Women in International Security (WIIS). Can a generation
that has inherited a vague concept of the NATO’s agreement reconceptualize NATO’s political discourse by
overcoming the logic of an institution founded on militarism? The aim of the research is to explore youth
engagement in promoting NATO values, evaluate its impact in redefining NATO’s security narrative and draw
inferences for the challenges and opportunities that the Alliance will face beyond the mere military scenarios.

Key words: NATO, Alliance’s solidarity, youth associations, community of practice, YATA, WIIS, security
narrative

INTRODUCTION

The North Atlantic Treaty Association (NATO) was founded on April 4, 1949, as a defensive alliance,
designed to deter Soviet expansionism through the use of military force. The mission of NATO was clearly
outlined at its inception and was aimed at countering the Soviet military power and preserving the status quo
of Europe in line with Article 5 which states that “an armed attack against one or more of them... shall be
considered an attack against them all”. Therefore, for the generations who grew up during the Cold War, the
prospect of a crisis without a defensive bulwark became inconceivable as well as the need for continuity
against wars. The idea of NATO as an organization providing a bureaucratic management of affairs together
with the United States’ charismatic leadership took hold of the collective imagination. The role and
responsibility assumed by the organization were also aimed at keeping the interest of the U.S. high towards
Europe which completely lacked a strategic culture. The six decades after World War 11 were a comfortable
period, the multilateral system flourished, the economy was on the rise and the common enemy was Russia.
This resulted in the consolidation of the Euro-Atlantic relations. But once the Warsaw Pact and the Soviet
Union were dismantled, the Cold War was over and the Alliance restored good relationship with its former
enemies, what did justify its existence? Today a sense of skepticism is spreading about the long-term future
of U.S. involvement in the Western stability of the Alliance. There are some people who support an active
U.S. international security role but view NATO as an obsolete obstacle to building a more flexible alliance
structure. There are those who, regardless of the party they belong to, be either Right or Left, argue that the
U.S. should disengage from the obligation and global responsibilities since NATO constrains U.S.
international freedom of activity. Some scholars argue that the historical and cultural legacy that nurtured the
Western civilization have been left to atrophy. There is also a new generation for whom the old transatlantic
ties are simply less significant. This is the case of Western Europe, where the elites see nothing particularly



valuable in their cultural heritage and this make them unreliable partners to the United States. How can a
Western alliance be maintained when less remain of the Western common values and there is a civilizational
vacuum?

2. OBJECTIVE AND SIGNIFICANCE

An important contribution of this work is to demonstrate the ways in which young people and women ’s lives
shape and are shaped by social participation in NATQO’s activities including recognition of the ways in which
they engage in the security debate. This is about distinguish the centrality of their commitment to security as
active agents involved in social and political groups rather than passive consumers of security. The analytical
argument is that by collective actions, communities of practice, that is like-minded groups of practitioners
who are bound by a shared interest in learning and applying a common practice, the static nature of the security
narrative can be reversed form negative to positive. This argument is supported by the analysis of the
successful expansion of security-community identities from a core of NATO states to Central and Eastern
European countries during the 1990s, which was facilitated by a cooperative-security community of practice.
The work draws upon extensive research conducted to develop a comprehensive picture of how young people
and women’s organizing relates to the broader national and international debate. My research has been inspired
by inclusivity, human security as well as gender security literature. International organizations as a product of
the interdependence of nations need the support of the greatest asset of any nation: young people. This means
to recognize that the discourse about security should cross the boundaries of reaching few elites to
communicate with the masses for a long-term and meaningful impact on the security landscape. In
contemporary international scene the dominant discourse emphasizes the ‘youth crisis’ and young people are
often represented as a standardized group of confuse and apolitical individuals. This is partly due to the fact
that they are “the only one born this century to grow up personifying not the advance, but the decline of their
society's greatness” (Holtz, 1995). Some scholars maintain that in 1990 had the elites understood that NATO
was no longer an anti-Soviet bloc but the security alliance of Western civilization huge changes would have
been made after the Cold War. Today NATO should rely on young people and their multiplier effect to give
new impetus to intergenerational dialogue and the so-called Millennials are the generation eligible to take up
the challenges of the future.

3. RESEARCH QUESTIONS

The research will discuss the following questions:

¢ R.Q. 1: Is it possible that a generation of youngsters, judged apathetic and disinterested, can
redefine the essence of NATO’s security discourse?

¢ R.Q. 2: How can women-led associations help NATO regaining reputation and credibility facing
the gap in gender balancing?

4. BACKGROUND: AN OVERVIEW OF THE TRANSATLANTIC BOND

The forefathers of the United States, George Washington and Thomas Jefferson, highlighted the defects of
“permanent” and “entangling” alliances which risked to jeopardize national security. In recent times, Glenn
Snyder points out that “alliances have no meaning apart from the adversary threat to which they are a response.
Other features of alliances include the ability to serve as power concentrations in the international system,
legitimize sovereignty of members, unite states with common goals.” (1997). However, in the midst of the
crisis of international institutions in today's multilateral system, NATO is subject to greater public scrutiny
about its effectiveness and influence on new generations. Some people frequently accuse the organization of
being a resourceful product of the 20th century unsuitable to handle the challenges of the 21st. The feeling of
disaffection towards its productivity and adaptability is felt mainly by young people. They complain about a
lack of involvement in both national and international issues that affect them directly and an imbalance of the



debate on politics and security in favour of the older generations. Many people raise the fateful question: why
do we need the NATO’s guarantee? Guarantee against whom?.

Today the Alliance is accused of having lost its convictions that problems must be resolved in “togheterness
and unity”. (Tepi¢, 2012). The military and political institution is no longer perceived as the unassailable
stronghold of the transatlantic relationship, but an organization far removed from the daily life of citizens.
NATO has always embodied successes and failures of the Euro-Atlantic relationship, oscillating between
activism and detachment. And yet, the U.S. have always chosen to endorse NATO as the highest expression
of multilateral cooperation for security. Confidence in the full potential of the transatlantic cooperation was at
its highest during the early years of the Atlantic bargain. When NATO was created the Americans conceived
the alliance as a burst of psychological energy for a Western Europe which was politically terrorized and
economically destroyed. The dominant paradigm underpinning transatlantic relations has traditionally been
rooted in American domestic politics and economics rather than in Europe’s interests. In fact, during the post-
Cold War period, the U.S. and Europe strengthened their bond by adopting the narrative on the benefits of
globalization for the West. (Smith, 1998:49).

In 1980, the Americans, disappointed by the Carter’s administration to cut conventional forces and negotiate
away nuclear weapon, gave their trust to Ronald Reagan’s enhancement of the relations with Western Europe.
(Bertram, 1980). During the Clinton administration the discourse, although based on the common denominator
of global modernization, began to damage. From the one hand, the Americans provided a narrative that
strategically linked the worldwide progress to the engine of the U.S, on the other hand, Europe began to claim
a role of greater autonomy. In fact, the Europeans developed a new distinct discourse by proposing the Union
as a complementary force to the globalization process. (Lake, 1993). The U.S. strategic focus started to move
towards the Asia-Pacific region and the privileged role that the European allies have had in American foreign
policy decision-making diminished significantly. As Federiga Bindi highlights “during the Obama mandate
Europeans looked with suspicion the American impatience to disregard European issues, giving more credit
to the Asia-Pacific to the detriment of the transatlantic cooperation. (2015).

Jacques Rupnik notices that “West European emphasis on the transatlantic bond has started to be eroded since
1990.” (2005: 98). Lacorne and Judt assign to the negative effects of globalization, such as social disparities,
unemployment and the logic of capitalism the weakening of the transatlantic bond’s solidity. (2005). During
the 1990s and 2000s NATO moved beyond its remit for military collective defence by getting involved in
‘humanitarization practices’ in Bosnia, Kosovo, Afghanistan, Libya and elsewhere. In 1992 the creation of
the North Atlantic Cooperation Council (NACC), aimed at linking NATO to Eastern European countries,
marked a success for the transatlantic bond for the way NATO helped these countries to be integrated within
Euroatlantic institutions for the spread of democracy. (Hitrov, 2004).

The European presumption of counting on the U.S.” unconditional support as well as on its readiness in filling
European capability gaps, led the relationship to a standstill with the Iraq war. Not only did Americans and
Europeans divide over the establishment of Europe’s own defence project but Europeans themselves became
opponent over the war. Two currents of thought emerged, splitting the countries into Atlanticists and
supporters of the EU independent security policy. (Dempsey, 2014.).

The rift became evident also for the new generations between the two sides of the Atlantic. In fact, young
Americans recognize themselves into a state-craft favouring global horizons and hard-power instruments. By
contrast, young Europeans, being born during the European Union project, believe in a system based on
reaching agreement and solutions collectively by using soft power. Bush’s “war on terror” marked the lowest
point in the post-war period. The process of constructing separate European and American identities from
within denied the U.S. confidence on the compatibility of European integration with Atlantic relations.
European integration led to the emergence of a new, alternative dimension of the transatlantic ties. As a matter
of fact, Europeans have been so inwardly focused on the process of unification that they define their interests
on a regional rather than a global scale. (Hastings Dunn, 2009: 14).

The ideological breach affected NATO and undermined its ability to provide a unifying narrative for the
emerging young generations, especially in Europe. In fact, while many young Europeans advocated for an
improvement in the Atlantic political cooperation and looked to the pan-European Conference on Security and
Co-Operation in Europe (CSCE) (now OSCE) as a future security institution, another part was afraid of
depriving NATO of its security role. In general, the European NATO leaders agreed that any European
security developments, whether in the CSCE or the EU itself, should be designed to supplement and not
replace NATO (Weitz 1993: 345). The Alliance has suffered from the divergence in the interpretation of
security between Europe and the U.S. In fact, most European governments tend to conduct their national
security policies at a greater distance from their militaries and opt for an ethical management of their policies.
In the U.S., on the contrary, the army tends to inform the security strategy. (Zoli and Armstrong, 2010).
Today international relations between states are characterized by extreme fluidity and the balance of power
constantly swings back and forth between advancement and regression, given the sometimes convergent and



sometimes divergent interests. The multilateralism of the agreement, especially in Western Europe, has been
progressively replaced by the will to explore the benefits of a unipolar world, such as France and Germany
have demonstrated sometimes. Besides, Russia’s aggressive posture has created a division on the perceived
threat, leading the alliance to fall into the partisan epistemology that impinges on much of the international
political discourse. (Rini, 2017).

In light of the recent impasse during the G7 in Canada and President Trump's refusal to sign the final
communique, the prospect of disharmony between the U.S. and Europe risks to weaken the assumption of
solidarity among the Allies. President Trump’s “America First” reservations about multilateral arrangements
are indicative of a destabilization of the international order and the premise that American ‘s view of NATO
is inevitably linked to the Presidents’ opinions. Generational change among the US political elite has the power
to direct consent. As a senior NATO official observes ‘the younger decision makers in Washington and those
who influence the decision makers don’t have that NATO engagement, that strong attachment to the US in
Europe in their DNA in the same way that the last generation did’. (Hallams and Schreer, 2012). The former
US ambassador to NATO Kurt Volker stresses that “NATO for the US policy elites is more connected with
the ‘Europeans’ as if the US was no longer part of the alliance” (2011).

5. NATO’S ACTION IN THE DEMOCRATIZATION TRANSITION OF POST-COMMUNIST
COUNTRIES

The Harvard 