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ABSTRACT
Male and female working professior@nsumers significantly differ in their responses as far
as information influence is considered in their susceptibility to reference groups. Butdtesy
of similar opinion on that they seek information from an association of professional or
independent group of experts. cdvdsumers waradot f e ma
significantly different in their responses as far as utilitarian influewes considered in their
susceptibility to reference groups. Only significant difference of opinion found in whether
brand purchase influenced by fellow work associate preferences. Male and female working
pr of es sansumas| veee significantly diféat in their responses as far aglue
Expressive Influenceas considered.
Keywords Consumer Susceptibility, Reference Group, Information Influence, Utility Influence
and Value Expressive Influence

1. INTRODUCTION

The reference group effects will be stronger for individuals with different characteristics by

their susceptibility to interpersonal influend®cGuire, 1968). Merton and Rossi (1949)
described about reference groups and its definitions are also found in review (Park andLessig,
1977; Escalas and Bettman, 2005; Zamborainet al, 2007). Though reference groups influence
upon product purchase and hdedecisions for different stages and classes available abundantly
(Bearden and Etzel, 1982; Childers and Rao, 1992; Elliott and Leonard, 2004). Park and Lessig
(1977) defined reference groupi@dsan act ual or i maginary indiv
having signi ficant relevance upon an iHydanvi dual
(1942) was the first author to write about the concept of reference groups

Bearden et al (1989) pointed about tuireg need
and using products and brands in confor mance
decisions, and by learning tendency about products and services by observation and information
seeking. Roccas and Brewer (2002) pertained susceptibilitjoianation to individual values

like conservatism, universalism, openness and power. Some researchers also discussed
consumer susceptibility to normative influence (Batra, 2001) and individual values (Kahle,
1996). In society many people are influencedoblyers (e.g. Merton & Rossi; 1949). In a
consumer behavior point of view, the influen:
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behavior by groups that consist of friends, relatives, family, colleagues and seniors is known as
reference group (Beaed & Etzel, 1982; Childers & Rao, 1992; Yang & Allenby, 2003).
Students financial conditions are relatively weak in society (Kidwell &Turrisi, 2004), and they
are strongly susceptible to reference group influence (Park &Lessig, 1977).

In literature differat subtypes also figured like positive and negative reference groups (White

& Dahl, 2006). A positive reference group i.e. also known as associative reference group is
further classified as member groups and aspiration groups. Member group is that @group, t
which an individual belonged presently and aspiration groups, where an individual aspires to
belong to (Turner, 1991; White & Dahl, 2006). A negative reference group is also known as
dissociative reference group (Turner, 1991; Englis & Solomon, 199%/aitd & Dahl, 2006).

Childers & Rao(1992) suggested the existence of other sub types of reference-groups
comparative groups and normative groups. Comparative reference groups relate to standards
for seltfassessment, and normative groups relate to paErs@iues, norms and attitudes
(Bearden & Etzel, 1982). Informational influence first conceptualized by Deutsch and Gerard
(1955) and Park and Lessig (1977). Deutsch and Gerard (1955) discussed utilitarian influence
as compliance with the expectations gmdferences of another individual or group. Persons
also found the utility relevance to meet the expectations of other important groups (Park &
Lessig, 1977; Bearden & Etzel, 1982). Individuals have a motive to support and enhance their
self-concept by asgiating with positive referents and dissociating with negative referents
(Kelman, 1961, Park &Lessig, 1977). Consistency between-egplession and the
psychological image to be obtained and related to reference groups should exist (Park &Lessig,
1977; Bearden &Etzel, 1982). So conformance to the expectations of others for a desired image
is important and do not conflict with sedkpression (Bearden, Netemeyer & Teel, 1989; Clark

& Goldsmith, 2006). Students developed a strong-idelfitity versus brandelationship
(Escalas & Bettman, 2003). Age, inexperience and social contacts make students more
susceptible and responsive to reference group (Deutsch & Gerard, 1955; Hochbaum, 1954; Park
&Lessig, 1977).

2.OBJECTIVE OF THE STUDY

1) To study saorcseypmerbs | ity to reference grou
to working professional s.

3. RESEARCH METHODOLOGY

The Study : The study is descriptive in nature and based on primary data.

Sample : The sample size targeted was 250. Aftercadlesction 42 questionnaires were found

not adequately filled out by respondents therefore 208 respondents considered for study. The
sample was collected using non probabilistic convenience sampling method. The male and
female working professionals of Indocity was taken as sample unit.

Tools for data collection: Structured and Tested Marketing Scale of Park and Lessing (1977)
used for Data Collection. The scale was on Consumer Susceptibility to reference Group
Influence. Questionnaire was used to caltita on four points scale (1= Not relevant, 2= Low
relevant, 3= Medium relevant and 4= high relevant).

Tools for data analysisthe collected data was analyzed using Independents Satgsie t
means and standard deviation.
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4. HYPOTHESES

Hoq) :- There is no significant difference male and female working profession@lsnsumers
susceptibility for Information Influence of reference group.

How.1) There is no significant difference male and female working profession@lsnsumers
susceptibility owardsinformation influence of group of experts

Ho(1.2) There is no significant difference male and female working profession@lsnsumers
susceptibility toward$nformation influence of brand professional executives.

Ho@.3) There is no significant difference imale and female working profession@lsnsumers
susceptibility toward#énformation influence of neighbors, friends and relatives

Ho(1.4) There is no significant difference male and female working profession@lsnsumers
susceptibility towardénformation and approval influence of independent testing agencies

Ho(.5) There is no significant difference male and female working profession@lsnsumers
susceptibility toward®ersonal observational influence

Ho) :- There is no significant difference male and female working profession@lsnsumers
susceptibility for Utilitarian Influence of reference group.

Ho2.1) There is no significant difference male and female working profession@lsnsumers
suscetibility towardsInfluence of fellow associates expectations

Ho2.2) There is no significant difference male and female working profession@lsnsumers
susceptibility towarddnfluence of social interaction

Hoe.3) There is no significant differee inmale and female working profession@lsnsumers
susceptibility forFamily influence

Ho(2.4) There is no significant difference male and female working profession@lsnsumers
susceptibility toward#nfluence of desire to satisfy othexgpectations

Ho@) :- There is no significant difference male and female working profession@lsnsumers
susceptibility for Value expressive Influence of reference group.

Hoz.1) There is no significant difference male and female workingrofessional€Consumers
susceptibility towardémage enhancement influence

Hog.2) There is no significant difference male and female working profession@lsnsumers
susceptibility toward#nfluence of desired characteristics

Hoa.3) There is nasignificant difference imale and female working profession@lsnsumers
susceptibility toward#nfluence of feeling with a character shown in the advertisements

Hoi.4) There is no significant difference male and female working profession@lsnsuners
susceptibility toward$ocial approval influence

Hoz.5) There is no significant difference male and female working profession@lsnsumers
susceptibility towardself projection influence

5.RESULTS AND DISCUSSION
Reliability of scale wasested. Alpha value was found 0.86.

't is exhibited in Tabl e 2 t boasumensasceptibiityhnd f e m
did not differ significantlyowardsinformation influence of group of experts. Hypothd4is 1)

not rejected. However, €male working professionalsvere more susceptible towards
information influence of group of experts.
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The study further revealesignificant difference imal e and f emal e wor ki n
consumers susceptibility towardsformation influence of brangrofessional executives,
information influence of neighbors, friends and relatives and approval influence of independent
testing agencies. Hypothesds1.2) How.3) and hyw.4) were rejectedlt is shown in Table 1

that male working professionalsonsumers were more susceptible towards information
influence of brand professional executives. Whereas, female working professmmslsners

were more susceptible towards information influence of neighbors, friends and relatives and
approval influencef independent testing agencies. It was also observed that male and female
working professionalTonsumerssusceptibilityhad no significant influence of personal
observation and Hypothedit1.5) not rejectedDeutsch and Gerard (1955) and Park angiges

(1977) were also observed similar consumer susceptibility towards information influence of
reference groups.

Male and female working professionalso n s u me r s 6 d#fer signicartlyitowardsi t vy
influence of fellow associates expectatidnsbrand purchase. Hypotheskdoe.1) rejected

(Table 4).male working professionatonsumers were more susceptible than female working
professionalgsonsumers towardafluence of fellow associates expectatiombrand purchase

(Table 3). Moreover,here wa no significant difference found male and female working
professionalsconsumers susceptibility towardsfluence of social interaction, family and

desire to satisfy others expectatiom$ypothesesHo22) ,Hoe3) and Hpe4 were not
rejectedrindings of the present study in relation to consumer susceptibility towards utilitarian
influence were medium relevant. Whereas, Deutsch and Gerard (1955) found utilitarian
influence as compliance with the expectations and preferences of another indviguaup.

Park & Lessig, (1977), Bearden & Etzel (1982) also found the utility relevance to meet the
expectations of other important groups.

Significant difference found inmale and female working professionatsons umer s 0
susceptibility towards influence tfhage enhancement, Social approval and Self projection.
HypothesesHoiz.1), Hom4) and Has) were rejected (Table 6). Whereas, no significant
difference found irmale and female working professional®o nsumer sé susceptib
influence ofdesired characteristics and feeling with a character shown in the advertisements.
Hypothese#oz.2), and Hz.3) were not rejected.dcmal e wor ki n gtudpntsevéree s si o n
more susceptible to image ual they related to their brand purchase. However, male working
professionalsconsumers were more susceptible to influence of social approval and self
projection (Tableb).

Escalas and Bettman (2003) also found that students developed a stradgngyfversus

brand relationship. This is also confirmed by the present study. Bearden et al. (1989) and Clark

& Goldsmith, (2006) observed conformance to the expectations of others for a desired image

is important and do not conflict with sedkpression. But irpresent study female working
professionalsvere more susceptible to image value and wgdatduate consumers towards self
projection.

6. CONCLUSION

Male and female working professionalsnsumers significantly differ in their responses as far
asinformation influence is considered in their susceptibility to reference groups. But they were

of similar opinion on that they seek information from an association of professional or
independent group of experts. This findings also confirmed Informaiicihance as a major

reference group dimension as also figured in the previous study of Deutsch and Gerard (1955)
and Par k and Lessig (1977) consuimermmavere moreo r ki n
susceptibility to reference groups as far as information infleiés considered.

Male and female working professionalensumers were not significantly different in their
responses as far as utilitarian influence was considered in their susceptibility to reference
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groups. Only significant difference of opinion foundvhether brand purchase influenced by
fellow work associate preferences. This findings also confirmed the previous findings that
colleagues and seniors have a strong reference group influence (Bearden & Etzel, 1982;
Childers & Rao, 1992; Yang & Allenb®2003) and here male working professiovedése more
susceptible than female working professionals.

Male and female working professionat®nsumers were significantly different in their
responses as far ¥alue Expressive Influenagas considered. Thesult were contrary to the
previous impact of aspirational group belonging (Escalas & Bettman, 2003; White & Dahl,
2006).
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APPENDIX

Table : 01 Mean and Standard Deviation forinformation influence

VARIABLE Std.
S N | Mean | Deviation

VAROOO Male 140| 2.90 .843

01
Female | 168| 3.04 .748

VAROOO Male 140| 3.41 671

02
Female | 168| 2.69 .902

VAROOO Male 140| 2.69 738

03
Female | 168( 3.09 .858

VARO00 Male 140| 2.45 .887

04
Female | 168| 2.79 .842

VAROOO  Male |140[ 278 | .740
05 Female |168| 297 | .916
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Table:02 Independent Samples T Test for Information Influence

t df Sig. (2tailed)
VARO0001| -1.471 | 304 142
VAR00002| 6.997 | 304 .000
VAR00003| -3.900 | 304 .000
VAR00004| -3.236 | 304 .001
VARO00005| -1.848 | 304 056

Table : 3Mean and Standardfor Utilitarian Influence

VARIBLE Std.
S N | Mean| Deviation
VARO0006 Male 140 3.%)80 65721
Female 168 2.:9322 67988
VARO0007 Male 140 2.260 97670
Female 169 2.286 92289
VARO0O008 Male 140 2.4(1)00 80403
Female 168 2.4;75 1.03448
VAROO009 Male 140 2.goo 119342
Female 169 2.282 86700
Table:04 Independent Samples T Test foUtilitarian Influence
t df Sig. (2tailed)
VARO0006| 3.143| 304 .002
VARO00007| -
1.102 304 271
VARO0008| -.644 | 304 520
VARO0009| -.687 304 492
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Table : 5Mean and Standardfor Value Expressivelnfluence

VARIABLE Std.
S N | Mean| Deviation
VARO001  Male 140 2.880 81995
0 0
Female |, d 3-51305 88921
VAR0001  Male [, ,J2740] o
1 0
Female [, .q 2-221 97759
VARO0001 Male 140 2.460 1.12295
2 0
Female |;q 2-280 190068
VAR0001  Male [, 3100 o o
3 0
Female |, d 2-292 192289
VARO001  Male 140 3.040 92025
4 0
Female |, .q 2-?“8 1.09350

Table: 06 Independent Samples T Test for Value Expressivafluence

t df Sig. (2tailed)
VAR00010 L 306 033
VAR00011| .170 | 306 865
VAR00012| -.174| 306 862
VAR00013| 3.837| 306 .000
VAR00014| 3.885| 306 .000
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Abstract
The purpose of this exploratory research is to survey senior executives to explore the strategic
issues and leadership challenges facing international organizations. This topic has rarely been
addressed by the academicians and researchers in PakistanleDed@en ended interview
were conducted with several business | eader s
in Karachi, Pakistan. The aim of this research was to present challenges faced by leaders and
also to share advice they would give to ottegjional leaders in the world. The result suggested
that successful leadership qualities are vision, change and recognition identified by leaders in
Pakistan.
Keywords Vision, Mindset, Global Leadership, Change Management

1.INTRODUCTION

By far, theglobal leadership studies are primarily carried in developed countries, with a focus
on how leaders of multinational companies from developed countries run their business
successfully globally. As the world economic growth shifts towards the emergingtsatrise
important to understand how leaders from these markets take their business globally and what
global leadership means for therS8uch understanding would not only benefit the growth of
business from emerging markets, but also developed marketd)esnce the recovery and
prosperity of the world economy. This study will provide a detailed discussion on the topic of
Global leadership, its impact on the organizations and governments in the emerging markets
and also insights from leaders in the emaggimarkets (Osland, et al., 2014).

2.LITERATURE REVIEW

Global Leadership is a key issue and has been identified more than any other option as a key
factor for global success. Itis important to see that growing number of people and organizations
value thg need more understanding about this area. Despite encouraging growth, the field of
global leadership still suffers from a degree of confusion and lack of clarity (Osland, et al.,
2014). As early as 2001, Adler tackled this issue by distinguishing gkdudéiship from both
domestic leadership and comparative leadership: Global leaders, unlike domestic leaders,
address people worldwide. Global leadership theory, unlike its domestic counterpart is
concerned with the interaction of people and ideas amongresirather than with either the
efficacy of particular | eadership styles wit
of leadership approaches among leaders from various countries. A fundamental distinction is
that global leadership is neith@omestic nor multi domestic (Adler, 2001).

Global leaders are effective if they and their followers both interact and adapt, according to the
dictates of the context and the organizational culture (Osland, et al., 2014). In order to be an
effective globaleader, expatriate experience is still viewed as one of the best ways to develop
global leadership competencies (Black, Morrison, & Gregersen, 1999; Caligiuri & Tarique,
2012; McCall & Hollenbeck, 2002). This definition is applicable to those people wo a
involved in bringing change by interacting with people from several cultures and also involved
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in a very complex job. It is important to develop a theoretical model for performance and
outcome measure for effective global leader. Also, develop key ptsnead devise an
assessment instrument for selection and recruitment of global leader.

Gl obal | eadersdé6 integrity and how they shou
proven methodology for developing socially responsible global leadexplaireed in Maak,
Pless, and BoreckaE (2014). There is an ongo
and behaviors of global managers and global leaders and to distinguish between domestic
leaders and global leaders. This would allow the fielgenerate a cumulative and focused
body of knowledge across different studies and avoid possible fragmentation in a rapidly
growing literature (Reiche, Bird, Mendenhall, & Osland, 2014). To date, however, there have
been few behavioral studies in globeddership research and no observational studies of global
leaders in action. Research on the global leadership effectiveness is extremely limited and
requires more foundational research to identify background, performance measures, and events
that impaciperformance (Osland, et al., 2014).

Common characteristics taught in traditional educational environments are insufficient for
global leader, but more importantly, it is important for a global leader to be of sound character
(Brownell, & Goldsmith, (2006)Creating opportunities and solving them requires intelligence
and a global mindset in order for companies to be successful and organizations are run by
leaders, so they need to be prepared to have a global mindset (Gupta, & Govindarajan, 2002).
In a cros cultural environment leader must face and overcome challenges by developing a
verbal and noiverbal effective communication in a cross cultural environment (Lobel, 1990).
Besides the knowledge and skills that global leaders need they can learn tatheettepart

of a global team by developing the process of mapping, bridging and integrating (Maznevski,
& Distefano, 2000). An effective global leadership competency model includes that a leader
must be stable, knowledgeable, relevantly named and rhusttfithe local conditions in terms

of culture and affiliation because they will have an impact and affect global leader (Morrison,
2000). It has also been proposed that for the development of global leadership skills, executives
must take international usiness travel for the development of global mindset (Oddou,
Mendenhall, & Ritchie, 2000). Another interesting development that has taken place involved
sending selected participants in developing countries to increase their international learning
experiere while abroad and it was found that participants learning were increased in six areas
comprising: responsible mindset, global mindset, cultural intelligencedeetfiopment and
community building (Pless, Maak, & Stahl, 2011).

Themes of Leadership
1. Openness and Networking
2. Developing relationships with clients
3. Flexible communication skills and Listening
4. Patience

3.METHODOLOGY AND ANALYSIS

Methods: Interviews were conducted with selective business leaders of trading, export and
corporate business lgars in Karachi, Pakistan. There were 25 male and 5 female leaders in
total. 83% were male leaders and almost all associated leadership with male leader. Interviews
were semi structured to allow open ended responses. 60% of interviews were condueted face
to-face while the remaining conducted on the phone. All the interviews were conducted in
English which is the official business language in Pakistan. Questions included currents trends
in leadership, challenges and mindset required by leaders in emergimyees. The result
provides informative data for further improvement in the field of global leadership.

10
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Question 1: What are the three most essential aspects of successful leadership?

The business leaders who participated in this survey pointed that setting direction for the team
in the organization is the most essential aspect for successful leadership followed by setting
focus for people, meaning guiding them to individual and orgdioizal success. The other
important aspect mentioned by the executives was to be flexible in decisions and not being
selfish.

Question 2: What are the most significant leadership challenges in your industry, in

Pakistan, today?

The biggest challenge iBnding the talent with leadership qualities, followed by Human
Resource development and leadership grooming challenges faced by the industry in Pakistan.
Future is Pakistan is not bright and this creates a gloomy prospect for finding the right leaders
to make a meaningful difference in industrial setup in Pakistan.

Question 3:What are the biggest leadership limitations in your part of the organization?

A lot of blocking factors have been identified as limitations. First, it takes a lot of time to
devel@ as a leader in a bureaucratic setup system in Pakistan. Second, is the mindset of people
with a less risky approach in implementing things, which could be attributed to culture of
Pakistan. People are not groomed properly, leaving a black hole inltheffieadership at the

top level.

Question 4:To what extent are youpersonally involvedin leadership development in

your part of the organization?

Almost 90% responded that they are involved in leadership development in their organization.
The biggest challenge is to understand the individual capability and direction for future.

Question 5: Most essential aspects of successful leadership

The most ssential aspect for successful leadership is to lead in times of difficulty and
complexity and Pakistani market is the perfect place to train and develop leadership talent,
which was surprising to hear.

Question 6: What will be of most importance for god leadership in your part of the

world in the next 3i 5 years?

According to respondents, it is important for the leader to be strategic in his or her leadership
skills by taking into account global trends and strengths. Second, he must be capable oy buildin
guality team culture and be innovative.

Question 7: What are the most impactful development activities in your country?
The leaders identified challenging projects and assignments as the most impactful development
activity in Pakistan.

Question 8: What leadership development in your part of the world has been the least
satisfactory?

The result from the market leaders identified that lecture based training is the least satisfactory
form of development recognized by professionals in Pakistan. The ssasraassroom based
teaching as it might be too intimidating or embarrassing for the professionals to attend.

Question 9:What is the level of demand for global leaders in your organization?

Without any reservation from the leaders, all have agreethitvat is a great demand for global
leaders in their respective organizations.

11
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Question 10:What are the most difficult challenges for leaders with global assignments?
Pay has been the biggest challenge for leaders with global assignment because they are highly
skilled and valued and expect extraordinary remuneration related to their position and role.

4. CONCLUSION

The combination of the feedback given by business executives, heads of Human Resources,
Educational Institutes and experienced practitioners of multinational organisations operating in
Pakistan, the respondent s o6 c ofigantrconkribution n i n
understanding current problems in global leadership and also some of the challenges facing
global organisations and most importantly the rsetl required by leaders in emerging
economies. In the end the present research is inteénaeake contribution on global leadership

in emerging economies.

LITERATURE:

1. Al l en, D., & Young, M. (1997), ficklturalm t our
competence through international experiechca s e d e dlouma of Management
Educatian, 21 168189.

2. Barzantny, C. (2013), AGlobal Leadership: |
Academy of Management Learning & Education,330-532.

3. Brennan, R. (2014), nReflecting on experi el
Marketing Review, 187-108.

4. Brownel I, J., & Gol dsmith, M. (2006), nfMeeft
A partnership approach Commentary on meeting the competency needs of global leaders:
A partnership approach: MNwomaeResourcet i ve coach'
Management, 4509-336.

5. Caligiuri, P. (2006) HunfaiResoartedMpnagementgReviel,a | (I
16: 219-228.

6. Cal i giuri, P., &GloBahcohpetenceVWhatls.it, ajdZah@tlie) , 006
devel oped t hr oughHugmanBdsauice Pdasning, 3&v-8be nt s ? 0,

7. Caligiuri, P., & Tar i-gqyltueal,competencieahdglopal A Dynart

| eader shi p Jeurnil efdMorld Businesss 4812-622.

8. Dorfman, P., Javidan, M., Hanges, P., Dastmalchian, A., & House, R. (2018)GL OB E :

A twenty year journey into theJdaumalafi gui ng \
World Business, 4504518.

9. Furnham, A., G. Dissou, et al. (2007). "Personality and Intelligence in Business People: A
Study of Two Personality and Two Intgknce Measures”, Journal of business and
Psychology22(1): 99-109.

10.Gupta, A. K., & Govindarajan, Atadenydf002) , i (
Management Executive, 1616-126.

11.Javidan, M., Dorfman, P. W., De Luque, M. S., & House, R. J. (20606the Eye of the

Behol der: Cross Cul tural Less doademyof Leader
Management Perspectives,: 87-90.

12J oy, S., & Kol b, D. A. (2009) , nAre there
International Journal of Intercultwal Relations, 3369-85.

13.Kol b, A. Y., & Kol b, D. A. (2005), ndALearni:
experienti al | e ar Mdcadeqy af Mandgemgrit kearnimgy& u c at i on o0,

Education, 4193212.
14.Kol b, D. BExperieftial &&niny: Exp@ence as the resource of learning and
development, Engl ewood Cliffs, NJ: Prentice Hall

12



19" International Scientific Conference orcBnomic and Social Development
Melbourne, Australia9-10 February017

15Li , M., Mobley, W H., & Kelly, A. (2013),
cultural intelligence? An investigation of the moderating role of experiential learning
s t y Academy of Management Learning & Education,3250.

16.Lobel, S.A.(190) , A Gl obal Leadership Competencies
Dr u mb EllamanoResource Management; 29-47.

17.Mack, N. eQualitdt2i0Wwé )r,edsiearch met hods: a ¢
Family Health International. 120p.

18Maznevski, M. L., & Distefano, J. J. (2000
gl obal | eader s t hr oughHumanmRéseurce Manggement; 3331 o b a l
195208.

19.Mc Cal | , J. M. W., & Ddwloding Gldbal Executiges5SThe P. ( 2 0 0 :
Lessons of International Experieice Bo st on, MA : Har vard Busin

20Mendenhal | , M. E. , Rei che, B. S. , Bird, A.
i n gl ob al JolrraleotivVéorldsBhsingss, 4493-503.

21.Morrison,AJ. (2000), nDevel opi nHuman Regsbuocé a | | eade

Management, 39117-131.
22.Moyer, P. S. (2001), AnAre we having fun yet

mat hemati cso, Educational 19t udi es i n Mat her
23.Myers, Michael( 199 7)) , "Qualitative ReMRQuarterly i n I nf
(21: 2).

24.0d d o u, G. , Mendenhal |, M. E. , & Ritchi e, J.
gl obal | e ader $Homap RedoargedViaragementn 85$162.

25.0sland, J. S.,ik, M., & Wang, Y. (2014), Al ntroduct
researcho, Il n J. S. Osl and, M. Li, & Y. Wal

8, pp. xvii_xxxii). Bingley, UK: Emerald.

26.0sland, A. Bird, G. R. Oddou, M. L. Maznevski, M.té&ns, & G. K. Stahl. (2014),
ARGl obal | eadership: Research, practice, an:t
York, NY: Routledge.

27.0zer, D. J. and V. Bendartinez (2006), "Personality and the prediction of consequential
outcomes", Annual Review &fsychologys7(1): 401:421.

28.P| e s s, N . M. , Ma a k , T. , & St ahl , G. Ya. K. (
Leaders Through International Servicee ar ni ng Programs: The Ul ys
Academy of Management Learning & Education,Z3¥-260.

29.Sims, RR.. (1983), AKol b'"s Experienti al Learnin
Persor] o b | nt &he AcademymhManagement Revievp. &01 (508 pages)

30.Steers, R. M., Sanchdunde, C., & Nardon, L. (2012), n
Newdirect ons i n resear ch daourdal df WaldBusiness,eld78¢ 1 o p me n
482.

3.Stumpf, S. A., & Freedman, R. D. (1981), na-
Me et s t Acadenty pfdVlanagement Review2®7-299.

32.Suutari, V. (2002), nAnGlobal | eadeQareedl evel opt
Development International, 218.

33.Tur esky, E. F., & Gall agher, D. (2011), AKr
Kol b's Exper i entQGoachingPgjelogsi, h5gl4. Theor yo,

34Youssef, C. M., & Luthans, RHourndl @ Warld ) , A PoOsSI

Business, 47539547.

13



19" International Scientific Conference orcBnomic and Social Development
Melbourne, Australia9-10 February017

SUSTAINABLE DEVELOPM ENT - NEW RESOURCE FOR
ENTREPRENEURSHIP IN THE GLOBAL MARKET

Robert Svetlacic
PhD Student at Faculty of tourism and hospitality management, Opatija, Croatia
rsvetlacic@gmail.com

Dinko Primorac
University North, Croatia
dinko.primorac@unin.hr

Goran Kozina
University North, Croatia
goran.kozina@unin.hr

ABSTRACT
Pollution and environmental neglect have become fundamental problems and threats in today's
society and sustainable development is very important in all aspects of life. Nature has left a
lot of useful resources in heritage previous and current generations, but people exploit these
resources, because of their greed and desire for the highest possible profit ignoring and not
thinking of the future generations. But as it always happens in life, the reckless desire to
maximizeprofits has backfired, and it was and numerous social and economic problems have
occured. More than ever before there are climate changes, and there has never been so much
disparity between rich and poor. Throughout history there were always three clasges
middle and higher and today the middle class is getting smaller and smaller because the
unequal distribution of natural resources has led to the situation where today we distinguish
only between rich and poor, and the difference between therriseus.
Keywords:Sustainable development, Tourism, Business

1. INTRODUCTION

Sustainable development denotes a proper distribution of natural resources and respect for the
environment. It allows us to exploit all natural resources that are availablebia tsa limited

extent, because since the generations before us left enough resources to meet our needs, it is
our duty to think of the future generations and provide them at least as much resources to meet
their needs, as we inherited. Sustainable d@greént should represent a healthy relationship
society, ecology and economy which will tend to preserve the natural resources of the planet
for future generations. This relates to lelegm maintenance and renewal of the stock of
biological resources andrgductivity agricultural systems and their diversity (European
Commission, 2010, p. 17). We can say that this term includes social responsibility and
economic success, while at the same time protecting the natural and human resources.

This paper willdiscuss the sustainable development as a new resource for entrepreneurship in
the global market. First, we will define the very concept of sustainable development and to what
and to whom it actually applies. Then the role of entrepreneurship in the #pplioathe
concept of sustainable development will be shown, and what it means to manage the company
in accordance with the requirements of sustainable development.

14
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2. THEORETICAL AND CONCEPTUAL ASPECTS OF THE TERM
DETERMINATION OF SUSTAINABLE DEVELOPME NT

2.1 Definition of sustainable development

The concept of sustainable development originates from forestry and implies a measure of
afforestation area and cutting of woods whose ratio was interdependent and should not have
disturbed biologicalrestoration of forests. During the process of understanding the term
"sustainability” and "sustainable development ", except the environmental dimension, people
increasingly began to talk about the economic security and social justice as the elements of
sustainable development. The concept of sustainable development was introduced Hieghe 70

of the last century. In this period, emphasis was placed to renewable resources such as fossil
fuels, ores, cleaner air and water, and were pointed out as free godisks 80s of the 20th

century, after the UN presented the world strategy of preserving natural resources coherent with
the general aim of achieving sustainable development, sustainability becomes important part of
the internati onal nag @d®dnp.n70)t Fhis happemed atrthe Warld
Conference on Environment and Development in Rio de Janeiro. The conference adopted the
concept of sustainable development as the only known solution to the problem of development
and the environment. Sinceetin the concept of sustainable development was involved in
political and legal framework of some countries with varying degrees of success (Perko,
Radenkovic, 2008, p. 37). The first serious and more scientific understanding of sustainable
development wapresented in the stalled Bruntland report by the World Chamber for the
environment UN published under the title "Our Common Future” in 1987. According to this
study, sustainable development is defined as "development that meets the needs of the present
generation without compromising the ability of future generations to meet their own needs".
From that moment on, sustainable development, environmental quality and economic
devel opment , have become incompati blaeallact i vi
agree, how environmental protection can not be achieved at the expense of restricting economic
development, and that the whole debate about environmental problems should focus on
achieving sustainabl e devel op asntiic and politicalj ar |, L
consensus on the meaning of the term "sustainable development” still doesn't exist and the
concept of sustainability is used in a different context. Thus, in the literature we can find the
formulation: sustainable success, sustdmalburism, sustainable growth, sustainable
production, sustainable excellence, and others. All of these terms describe the phenomena to
which the philosophy of sustainable developnm
A concern for the environment is exgsed since the beginning of the 60s of the 20th century,

when the world started concerning for the environment, and which culminated in a new national
awareness of environmental quality (Drljala,

Figure following on the next page
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Needs of a current development Needs of future generations

Sustainability

Figure 1. concept of sustainability as agible solution of the conflict
(Drljala&d, 2012, p.

Mi rosl av Drljala presented Thepossiblemsolatipntto of s
this global conflict. Mesarovic and Pestel (1978) point out that it is "a widening gap between

man and nature, as well as his physical isolation and mental separation from nature, which is
only a logical consequence of the traditiomaincept of progress: for progress in global
development has led to a process of undifferentiated growth, which is based on the man's wrong
belief that the system of the maintenance of nature is inexhaustible ... it is obvious that we can

not purify the ai by terminating the entire industry (because this would cause other types of
crisis), but it is also a fact that modern man has abilities and knows how to apply them"
(Mesarovi c, Pestel, 1978, according trld Dr |l j e
Conference of Environment and Development, held under the patronage of of the UN in Rio de
Janeiro, in 1992, a number of important documents were adopted. The concept of sustainable
development was definitely supported then as a development conceps andtrategy of

designing development policy and environmental policy. Thus, the concept of sustainable
development is based on economic and environmental standpoints and principles whereby some
authors put more emphasis on the principle of sustainadlela@oment, and the second
principle of environmental sustainability (L
implies the principle which indicates permanent existence of natural resources, the development
denotes the concept within socialences related to the order of the human resources. If the

two terms are observed together, sustainable development can be defined as the ratio between
the dynamic economic system that develops man, and large dynamic ecological systems that
changeslowband whi ch have to be in ecol ogthe al ba!
requirement of sustainability of renewable energy sources (eg, forests, water, soil) is that their

use does not exceed their degree of recovery. This is an extremely impootzgspwhich

must cover aspects of the environment, politics, economy, but also the local community and
heritage. The concept of a sustainable society implies a society which maintains the quality of
ecosystems with a high degree of local autonomy. Kimetsed that a sustainable society is

possible only in the planetary scope and assumes a level of living standards that is possible for

all mankind, not just for its minor part (Kim, 2000, p. 243 | j al a c¢cl ai ms t hat
the adoption of numerous daments of the global character of the goals and measures for
environmental protection, a problem arises in the implementation phase. Due to different
interests (mainly the interests of big business), the implementation of measures in these
documents meet®sistance. This is because their implementation would mean the beginning

of the growth balancing, ie. would undermine one of the fundamental postulates of the
neoliberal concept of capitalissma x i mi zati on of profit (Drljal.

16



19" International Scientific Conference orcBnomic and Social Development
Melbourne, Australia9-10 February017

2\

Operational
Plans

Implementation
(measures)

Documents
(Conclusions)

Sustainable Development

Interest of
Corporate Capital

Figure 2. Display of inconsistent implementation of measures for sustainable development
(Drljal a, 2012, p . 9)

2.2 Characteristics of sustainable development

What characterizes sustainable development is that it includes all these mentioned dimensions,
assuming the creation of conditions for economic\welhg balanced with the capacity of the
natural environment, theechnological use of nerenewable natural resources, which do not
degrade or reduce their usefulness for future generations. In doing so, said Dragicevic,
sustainable development implies "the political system which ensures human rights, freedom,
the effective participation of citizens in decisionaking, social welfare, the possibility of
developing cultural selidentity and diversity and ethical system which respects shared social
responsibility for achieving sustainable responsibility" (Dragicevic9719. 377). It is also
important to point out that sustainable development encompasses three dimensions of
sustainability, and those are (Lrnjar, Lrnja

Social sustainability which allows sabntrol and its own policy of natural resource
management. Natural resources should be used to increase equality and social justice and
reducing social disorders. Economic sustainability refers to the maintenance of a stock (capital).
In the economic system the value of natural capitakt be includedn order to ensure
sustainable development of the economy. Environmental sustainability (sustainability of
quality of the environment) improves the wb#ing of people by protecting sources of raw
materials used for human needs. It ensures that theahesipacity are not exceeded as a waste
container. The above mentioned can be reduced to maintaining the level of emission of waste
materials within the assimilation capacity of the environment, without violating the state in
nature and maintaining the kevof exploitation of renewable resources within the limits of
renewal. Characteristics of sustainable development according to Kirnu make excellent
psychological and value substitute for the traditional economic exponential growth. The idea
of sustainablelevelopment, considers Kirn, is acceptable in politics, as well as for the business,
the economic sphere and for all people who want to have development without pollution and
danger of exhausting or degrading natural resources. Although frequently sakgmayms,
sustainable development is not a permanent solution if it involves sustainable growth. Many
think that the unlimited possibilities of ecological modernization technologies ensure
sustainable growth. However, sustainable growth is not possibla @nite planet with
exhaustion and nerenewable and limited capacity of the ecosystem to receive and neutralize
the pollution. These limits can be moved by means of science and technology, but they can not
be removed (Kim, 2000, p. 244).
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Sustainabledee |l opment requires (Lrnjar, 2002, p . 1
1 conservation of natural resources;

greater equity in the distribution of resources and wealth;

introduction and application of new technologies;

distinguishing the concept of growth and development concept;

giving up activities that could jeopardize the interests of future generations;

= == =2 =4 -2

acceptance of sustainable development as a philosophical approach and pragmatic
action.

Social and economic development up to today unfortunately does not show that it has an innate
sustainability. It follows that the sustainable development is a normative category, something

that man has yet to launch and support. The aim of this launching is not a state to be achieved
in the future, but sustai nabi laintdy Lofn jtahre pdoe vr
problem is not that it is a an isolated ecological, economic or social category, but the category

that integrates all three together, and which has not yet been formulated theoretically. Without
integrative theoretical endldiment there is no scientific basis, and without it there is no method

nor planning nor action. Therefore, sustainable development remains a political phrase that
guarantees fickleness and short term value (

2.3 Application of the concept of sustainable development at the global level

Cifril beli eves that envir onme fakanp processai es h a
all state institutions, all enterprises and all people in general. Sustainable development requires
mudh more than prevention of pollution and changing environmental regulations. With regard

to the environment ordinary people make decions every dagnsumers, business people,
farmers- political and economic systems must be based on the effective petitai of all
members of society in making decisions. To ensure a high level of international cooperation,
particularly in making and implementation of agreements on the protection of common goods
as the atmospher e an dSustanabke developn@ntfequirds resettirgy8 9 ,
of the rules in order to replace wasteful consumption and pollution with the savings and
conservation. The foundation stone sustainable development is a system of open, competitive
markets where prices include the eowimental costs, not only the costs of other resources.
Lrnjar and Lrnjar point out that the managem
knowledge and skills acquired by studying social sciences (economics, environmental
economics, strategic magement) and various fields of natural science (ecology, biology,
technology, etc.) (Lrnjar., Lrnjar, 2009 p.
it was just a cover for exponential economic growth, which is the aim of all economi@egolici
According to these critics, sustainable development marks the beginning of a new round of
growth, but now with the changed rules of the game which is allowed by the revolution of
effective use of materials and energy and the associated reductiolutropol hey also claim

that the sustainable development is made primarily for the conservation of development, rather
than on the conservation of nature. However, defenders of sustainable development say that
sustainability is not possible withodévelopment nor development without sustainability. The
increasingly powerful network of social, economic and technological interdependences shows
us that a sustainable society is possible only at the global level (Kim, 2000, p. 245).
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UN Conference on Enronment which we have already mentioned, resulted in a the beginning

of the global standardization in the field of environmental management. It appeared in the first
series of ISO 14000ff, which represents a significant global contribution to the devatagfme
consciousness at the micro level, about the need tof he incorporation of environmental concerns

in the organization's management system (Drl
Table 1. Number of ISO 14001 certificates in the world from 1999 to 2010
(Drljal &) 2012, p .

Wo | 199 | 200 [ 200 [ 200 [ 200 | 200

” 9 0 1 ) 3 4 2005 | 2006 | 2007 | 2008 [ 2009 | 2010

:}E 139 | 228 | 364 | 494 | 649 | 905 | 1111 | 1282 | 1545 | 1888 | 2231 | 2509

o 94 47 64 40 96 54 63 11 72 15 49 72

From the given data it is clear that in the period from 1999 to 2010. the number of ISO 14001
certificates grew. The above mentioned actually shows how the environmental management
system is accepted as business philosophy and pragmatic approach and that organizations

around the world have integrated it into its management system.

Table 2. The tod0 countries by number of ISO 14001 certificates in 2010

(Drljala, 2012, p. 9)
No. Country No. of certificates
1. China 69784
2. Japan 35016
3. Spain 18347
4. ltaly 17064
5. Great Britain 14346
6. Republic of Korea 9681
7. Romania 7418
8. Czechrepublic 6629
9. Germany 6001
10. Sweden 4622
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As can be seen from Table 2, the most implemented environmental management system in
management system have China, Japan and Spain. China is currently the fastest growing
economy in the world with maj@nvironmental problems, but still with a developed trade with

all regions of the world, and it is understandable that in this way China is trying to send signals
to its partners to contribute to solving this problem. In 2010, China also had the largestenc

in the number of certificates in the world
p. 10).

3. SUSTAINABLE DEVELOPMENT AND ENTREPRENEURSHIP

3.1 The management of the company in accordance with the requirements of sustainable
development

The first global movement for the implementation of responsible practices towards the
environment in the world of business and industry, was inaugurated in April 1991. Then, Du
Pont, Kodak, BASF, Cib&eigy and others at the conference WICEM II (World ktdy
Conference on Environmental Management) made a decision about the development of
strategies for the protection of the human environment and resources of land, signing a
memorandum "Business Charter for Sustainable Development” . The charter empghasizes
"environmental protection must be among the highest priorities of every business." That was a
new idea of "sustainable development" and sustainable growth, which has ever since been
common in international business terminology (Perko, Radenkovig, p038).

Global level provides the economic and political framework and creates the institutional
prerequisites for the realization of sustainable development. The implementation in terms of
materialization of institutional conditions, ie, practical awtistarts at the micro level, ie in
organizations, particularly the production. In this context, the role of business is of particular

i mportance (Drljala, 2012, -lgvel cordcdpf yustain&bter t
development can be defined as a process in which less and less resources are being spent in
order to meet the needs of consumers and in which the environment is less polluted.” One of
the significant contribution to the concept of sustainable development at the micro level is the
implementation of an environmental management system in accordance with the requirements
of international standard ISO 14001: 2004 in management system. Organizations that make
such a decision, usually reached a decision on the construction of an integaa@gement
system. As part of the engagement in environmental protection company is directed to the
foll owing (Drljala, 2012, p. 113):

Production and product planning;
Application of new technological procedures in production;

Investment in environmentgalotection;

= =2 =4 A

Forming a special service or the appointment of the person responsible for
environmental protection;

i Evaluation of the attitude of the administration towards the environment.

Renko (2010) believes that entrepreneurship is the "process ohgréatefits by uniting
unique combination of resources in order to exploit opportunities. It includes all activities aimed
at investments and mix of inputs expansion into new markets, creating new products, new
customers and new technologies, and it isargigg the crucial time, the conditions of
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uncertainty, crisis and changes in the-envir
Puric, 2010, 33)Entrepreneurship is considered a pillar of the overall economy of a country,

ie. The economy. In fact, a key element for increasing the competitiveness of companies is
through generating growth and creation of new jobs. The importance and complexity of the
enterprise is reflected in the numerous factors that affect it, economic, technological up to the
sociological and social. Entrepreneurship should be incorporated in the overall economic and
social system to ensure its effective functionality and devedop, as well as assumptions of
economic development and social welfare. The permanent challenge of entrepreneurship is to
remain competitive, and how to deal with the new technology and the pace of growth in
competing countries. However, successful overiog of this challenge is necessary to create

new jobs, greater prosperity, and ultimately for sustainable development (Kutnjak, 2010, p. 81).
Sustainable development for businesses involves the adjustment of business strategies and
activities in ways thatneet the needs of businesses today, and protection of, human and natural
resources that will be needed for future generations. In the language of entrepreneurs
sustainable development means life from Earth income rather than its capital. The introduction
of business changes is necessary to ensure success in the uncertain future. It is quite clear that
human activity is the main reasons of harmful natural disturbances and climate change, such as
global warming, the ozone hole, the algae on the seabedaptié¢homenon of the mucilage.
Considerate and sustainable growth is the growth that generally determines the growth and
changes in the structure of production and consumption are acceptable, if they are not reducing
the overall quality and usability of natl resources (Perko, Radenkovic, 2008, p. 33).

Entrepreneurs who care about the implementation of sustainable development are the people
who care more about helping others than to making a profit. The main paradigm of socially
responsible businessesisoluntary social engagement. They launch various initiatives for the
benefit of society, such as sports, personal development, job creation, voluntary groups, raising
funds to help others, helping the socially disadvantaged and various other initeives
activities. Such social enterprises speak up for solving social and environmental problems,
making a profit is not their primary goal, but the satisfaction of social needs (Osmanagic
Bedenik, Labas, 2011, p. 14®ehavior and management organizatistargely determined

by the conditions and manner of management in the region. In particular, this applies to
organizations which are majorigwned by the state. However, the micro level is the optimal
framework for the materialization of the principle sfistainable development, process
management, communication with the public, developing a new system of values, in which the
relationship with the environment has a sign
need to be seekers for problemg] émsolve them with the holistic approach. Extension of the
current situation and its design in the future by itself, is no longer enough, but the company
must redirect those predictions that imply real identification of what happened and spotting
tomorronv's market needs (Perko, Radenkovic, 2008, p. 31).

3.2 The role of entrepreneurship in the implementation of sustainable development

Drljala highlights how i mportant is the rol
sustainable development. An asgaentof attitude of the company to the concept of sustainable
devel opment i s possible through the answers
1 What makes the company act in accordance with environmental standards?

1 Does the company appgnvironmental standards when operating?

91 Do the economic goals have absolute priority in relation to environmental?

1 How to invest in environmental protection and how to monitor the environmental costs?

1 How to monitor and analyze the impact of environmeptdicies on the business?
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Companies that do not recognize the importance of environmental protection and productivity
of using resources as one of the main routes in building competitive advantages, do not have
long-term vision for the survival of thenterprise market (Golja, 2009, p. 9). Every company
should be sensitive to the needs of its stakeholders in business activities. According to
Matesic, responsibility of a company is closely related with the principles of sustainable
development in that guggests that the company commit to make decisions, not just on the
basis of financial / economic factors, but also on the basis of social and environmental
consequences of their activities.

1) Responsibilities of the company are:
1. To increase the prodtivity and production of useful goods and services
2. To ensure a fair distribution of goods
3. Securing employment, new investments and distribution of goods
4. Ensuring innovation and development of new technologies

5. By raising awareness of the gapghe consumption of resources, accountability has
grown into securing useful goods without excessive damage to the envirofiment.

Socially responsible entrepreneurship means commitment to the business world to sustainable
economic development which widbntribute by working with employees, their families, local
communities and society as a whole, to improve their quality of life. For more information visit:

http://web.efzg.hr/dok/OIM/momazic/dop%26202012/20121206%20
%200drzivi%20razvoj%20

2) In orderto fulfill its role in achieving sustainable development concept, company would have
to be oriented towards the future and do the

Consider the possibility of sustainable development in all areas;
Restore public confidence;

Develop a detailed environmental program (emphasis on education);
Analyze their own production processes;

Be actively involved in the public environmental protection.

2 bid
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Figure 3 shows the classical model of company facing the society arh¥irenment as
subordinate to their economic interests. Development of business principles puts an emphasis
on environmental protection together with social needs. These companies believe that the use
of the economic aspects is of vital importance for timplementation of sustainable
development and the environment (Senge, 2008, according to OsmBedgiaik, Labas,
2011, p. 147).

Figure 3. Display of business priorities
(Senge, 2008, according to Osmanagedenik, Labas, 2011, p. 147).

Holcim?® study on "the impact of responsible business behavior of customers"researched, among
other things, consumer familiarity with the concepts of sustainable development and corporate
social responsibility and the importance of perception of relations ebthpany to the natural
environment. The obtained data were surprising, and we can say disturbing, because according
to them, only 4% of people had heard of the term "sustainable development", while the term
"socially responsible corporate behavior® wastdretknown to consumers and 67% of
respondents had heard offterkoas, Radenkovic, 2008, p. 40). In another study on sustainable
development and the obstacles to such operatiorBellyo and Radenkovic conducted on
Croatian managers, who were supposeéxpress their own degree of agreement with the
possibility that their company can continue to grow and still comply with the principles of
sustainable development.

8 Reputable industry Holcim from the Puls agency ordered a study entitled "The impeaspaiffisible

business behavior of customers.” The survey was conducted by telephone between 27 6 and 30. 6. 2007, on a
random, nationally representative, two phasteatified sample of 1,000 Croatian citizens, ageeb25/ears
(Perko, Radenkovic, 2008, 40) .
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Figure 4. The attitude of managers to the possibility that the company is growing while
respecting the principles of sustainable development (PeRadenkovic, 2008, p. 42)
Results are desribed below the Figure

The obtained data indicatédat most Croatian managers agreed with the statement they are
already doing business that way (69%), a total of 24% of them agreed that the continuous
growth of the company in the which they work is possible, although they are still not operating
that wgy, and only two managers are of the opinion that the growth of the company impossible
if they have to respect the principles of sustainable development. According to these data, the
guestion is whether sustainable development implies necessarily indreassttof a company

or has a business achievements that can be quantified (Perko, Radenkovic, 2008, p. 42).

The concept of corporate social responsibility was implemented in the 1950s. socially
responsible business imply "all activities of a certain cargpthat serve to better the
community, and above the interests of company, shareholders and legal requirements"”
(McWilliams., Siegel, 2001, according to Golja, 2009, p. 4). It is generally accepted that the
application of the concept of sustainable develept in business practice operates starting

from the ecological and socmultural dimensions of sustainability, while achieving economic

growth because "production can and should grow, but should not endanger human health, plant
and animal species, natura f | ows, et c. . "(Lrnjar, 1997, a

A joint initiative of the Croatian Chamber of Economy (HGK) and of HR PSOR is the reward
index CSR (corporate social responsibility Entrepreneurship), which aims to highlight Croatian
companes that understand and to practice socially responsible entrepreneurship ie. the
business. While researching these enterprises, orientation of companies on the economic
viability is being judged, as well as the integration of corporate social respdpsaiti
sustainable development in the business strategy, responsible policies and practices in the work
environment and responsible policies and practices of environmental manadement.

The first social sustainability report in Croatia was prepared by-Cota Beverages Croatia

Itd, in 2003 and in 2005 they also prepared a report on sustainability as a public document on
the environmental, social and economic effects in the previous year. AfterGotealNA,

PLIVA Croatia and Podravka presented theistfiSocial Report in 2004. These are all large
companies, which are aware of the importance of reporting on CSR in the overall presentation
of their business and at the same time control the resources necessary to prepare such elaborate
reports abBalga,l ,NaGkan| i i, 2006, p. 53).

“Hr vat ski posl ovni -HRBSORevailabl@ahttpd/mrgsdr.krindeksaEa2-452.html[15.12.2014.]
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Research oBe®smakhagnd Labag from 2010, i ndi
implementation of corporate social responsibility in Croatia. According to respondents of the
study, corporate social responsibility is reflected in the continuous investment in development,
motivation, training and employee satisfaction (59%). About 3@%ompanies surveyed
estimated the impact of their business decisions on the environment and society, and fully
fledged program of corporate social responsibility have 21% of companies. It is worrying that
70% of companies do not assess social and enventahconsequences of their business
decisions {Bafdle@skanadgiblag, 2012, p. 157).

Inevitable and indisputable fact is that corporate social responsibility, business which is focused

on sustainable development, has a positive effect on the efjcief enterprises, but it is

harder to quantify it scientifically. There are studies that have confirmed the impact of social
responsibility to the reputation and image of the company, and it is very likely that this is
reflected in the financial resudind the overall efficiency of enterprises. The company, a key

factor in the economy, is social entity which should seek to meet the demands of the
environment. But that of course requires a change in management and business policy of the
company. This appach is necessary for the development of the concept of social
responsibility, which is a moral obligation of the company management with the harmonization

of economic growth with the needs of the env

4. CONCLUSION

The purpose and goal of sustainable development are environmental concerns, and
consequently the concern for humanity as a whole. Sustainable development requitesriong
maintenance of a stock of biological resources and productivity. The emphasis isnotiqgo
greener economy and efficient use of resources. We have investigated the sustainable
development of the enterprise and we have seen how it is regarded as something that has only
now emerged. The evidence for this data arises from the study acctodwigich many
respondents did not even hear of the term "sustainable development”, and if they are not familiar
with the term, then how can we expect from them to meet its norms. But, on the other hand, in
the work we have also presented data that soadirlg companies are slowly beginning to
realize the importance of implementation of the concept of sustainable development and
management of their company in a socially responsible manner.

The survey was conducted on 900 members of the Croatian Emplsgsosiation (HUP)
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ABSTRACT
The results of data analysis for 25 years frb®®1 to 2015 using regression models) showed
that the value added of each economic sector in the State of East Indonesia was determined to
be individually or ly changes in per capita incomEaus according to the title Effect income,
population, governmengpending, exports of goods and services to the primary sector of
regional economic in East Nusa Tenggara Indonesia, a study was done to see the impact of
per capita income, population, production empire and exports of goods and services to a core
sector gowth in East Nusa Tenggara Indonesia for depment planning in the regiorihe
objective of this study was to review and analyze the growth sectors of economy East Nusa
Tenggara Indonesia to national economic growth, and effect of income per capitali@DP
total population of the government spending, exports of goods and services to growth in the
primary sector East Nusa Tenggara Indonesrnalysis of growth and elasticity the display
size of a correlation value added output of economic sectorodihges in populatiomal
per capita income in regiofhe results of this analysis can be used to develop projections of
economic growth rates and changes or shifts in economic structure in East Nusa Tenggara
Indonesia. Emphasizes that GDP grew in tB&0s and 1960s Rostow (1960) and Karlan et
al, (2013) theory of economic growth can be achieved through capital investment or
investment in large quantities in the industrial sector.
Keywords:Growth,Regional Economic,Elasticity, Planning, Economic Base

1. INTRODUCTION

Size growth elasticity analysis is one Form of analysis to show a relationship between gross
added value due to changes in the economic sector of the population and income (Gross
Domestic Product / GDP) per capita in the region. This aisatgn then be used to develop
projections of economic growth and structural change or shift in the economy of a region.
Regression analysis was used to determine the effect of per capita income, government
spending and exports to value added sector eciendine results of the regression analysis,
either individually (t> t table) or together ( F> Table F), per capita income and
government spending has a significant impact on gross added value of agriculture and the
service sector.

Thus, t can be concluded that the export activity is not much to encourage the growth of the
primary sector in East Nusa Tenggara Indonesia. This is because there are still many problems,
such as overlapping regulations due to high transaction costs, thamggithe competitiveness

of businesses that have been running or even reduce the attractiveness of investments.

2. LITERATURE REVIEW

GDP showed only the economy of a region. It should not be used to assess the level of prosperity
of the population in aarea. Thus, income per capita, which is the average income divided by
the total population of the region East Nusa Tenggara Indonesia is deemed appropriate
indicators to assess the level of prosperity the population.
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Networking between regions li@coming increasingly important in economic development, as

it is able to control complex transactions as well as cooperation among firms in different region.
Different studies show positive effects of networks between regions in the fields of activity,
performance, and innovation (Powell, 2002; Chellappa and Neuroscience, 2010). Empirical
study on trade facilitation is driven by the importance of economic relations (Krugman, 1981,
Ayres, Raseman, Shih, 2013). According to Anderson and Wever (2003) déshaback of
economic and trade relations in region, especiallyilftm@me countries as a hidden transaction
costs, which can be associated with the exchange between nations. Transaction costs that are
hidden in low income countries due to corruption,éaforcement and crime.

Stimson, Stough and Roberts (2006) and the theory of economic integration such as Romer
(1986, 1990), Barro (1990), Rebelo (1991), Grossman and Helpman (1991) and Arthur (1994)
describe the technical progress as the effect ofgamus instead receiver neoclassical view.
Thomas (1975), and  Erickson (1994), describes technological changes related to
competitiveness of the territory. Norton and Rees (1979); Erickson and Leinbach (1979) and
Stango and Zinman (2014) describes thedpob cycle, which can give a different effect on
region through three stages, namely: level of innovation, growth and the level of
standardization. Stillwell (1992) described the region as the economy macroeconomic model,
Y =C + 1+ G+ (X- M); The grossational product is equal to the expenditure for consumption,
investment, government and net exports.

3. THE METHODOLOGY AND MODEL

Descriptive research methods used to get the facts about the study. Regional studies East Nusa
Tenggara Indonesia’'s eannic growth is measured by the increase in GDP in the first three
months of 2014 experienced a contractiorbod4 % compared with the fourth quarter of 2013
(g-to-q) and when compared with the three months the same in 2013 grew by 5.@9%) (y
Household consumption expenditure hands on the first three months of 2014 compared with
the fourth quarter of 2013 (qon q) decreased192 % correct; government consumption
expenditure declined by25.88 % fixed capital formation declined b7.99 %;exports of

goods and services declined 4%.13 %; and the import of goods and services declined by

26.17 %.

The data used in this study includes qualitative data and quantitative data. The qualitative data
is obtained in the form of data is nat@amber, such as data on economic sectors antasin,
condition and location of communities to climate studies. Meanwhile, quantitative data
obtained in the form of numbers, such as GDP data, the result of government spending and
other data in connectiamith the implementation of the study. Both types of data derived from
primary data and secondary data.The primary data used to assess the views and information
from stakeholders that have to do with policy planning and program implementation border
area @velopment program. Sources of primary data obtained through the respondents involved
in this study. Primary data are descriptive, in the form of a table, documents and court records.

Meanwhile, secondary data include certain documents relevant to pmacying and
implementation of program development program frontier region. Secondary data were used as
a source in this study consisted of data resident, estimates and state income, GDP data, the
Gross National Product (GNP) data on GDP per capita, GERcdatral government spending

data the government with its utilization and data exports of goods and services in use. East Nusa
Tenggara Indonesia for a series of time is 25 years, then the data collected for peried 1991
2015.

Model analysis of this atly covers macreconomic problems East Nusa Tenggara Indonesia
including:
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3.1. Model Analysis of Structure and Regional Economic Growth in GDP

Regional economic structure is analyzed based on the contribution of each sector relative to
total GDP in East Nsa Tenggara Indonesia. While economic growth in the GDP for 25 years
(1991:2015) is calculated based on the equation of an exponential trend. Form the equation is
as follows:

Yt = aeb(tl) or Yt = aebx

e =2,71828

t =variable Time

X = Variable Time - in the middle of the period under review
b = rate of change of the variables pér year

a andb are the values of the coefficient is sought from time series data with data pairs (X,
Y). The a and b are obtained by using the properties of logarithms to help explain the
preparation of an exponential trend equation.

To see GDHn the future with an important sector in the GDP estimate for next five or ten
years into the future is to use multiple regression analysis with the following equation:

Yt = a + biXi + b2X2+

Xi = the value of the projected sector i in year t

a = constant coefficient in t

b =regression coefficient of variable X

X1 = GNP

X2 =variable dummy O = before the crisis, and 1 for a pesfcetonomic crisis
X3 = labor

3.2. Regression Analysis Model

This analysis is an analysis of the relationship of gross value added of an economic sector as a
result of changes in population and income per capita.
Form equation is:

Ln Xi = U # ®LION YPAP CAP. .« « v v v vttt i

@),

U = constant

b = elasticity of growth i, means a coef fici
[

Sector due to the per capitadamse of 1 % ;

& = Elasticity magnification sector i, me an ¢
Value Added East Nusa Tenggra Indonesia sector i as a result of population increase by
1%,;

Xi = sector i;

Y / cap = Income per capita;

Pop = Totabpopulation;

From the regression equation sharing displacement shift share and growth can be concluded
that: (1). Elasticity growth is the percentage change in GDP per capita leads to a certain sector
or a change in the value added per capita GDP inem&ak percent, which resulted in certain
changes in the value added sector of X.; (2). Elasticity enlargement is the percentage change
in the number of people who cause change certain sector or 1 percent population increase which
resulted in certain chges in the value added sector of X.
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Understanding growth and scale: (1). When the elasticity is equal to 1 (one), it is known as
unitary elasticityje when the total population or 1 % of per capita income that result in changes
in the value added of a penular sector also 1 percent. ; (2). When the elasticity is less than 1
(one), it is known as inflexibility (inelasticity), ie when the change of population or per capita
income by 1 per cent change in the value added which resulted in certain seot@ssaisan

1 %.

1 % change in the value added which resulted in certain sectors more than 1 %.
3.3. Regression Analysis Model sector Base

Regression analysis was used to look at the basic sectors of per capita income, government
spending and exports of gds and services on the growth of the primary sector in East Nusa
Tenggara Indonesia. The equation for the regression of the primary sector can be summarized
as follows:

LnYi = b O + bl1LnX1 + b2LnX2

LnYi = Value Added Gross Basis sector i;
X1 = Income per capita;

X2 = Government Spending;

X3 = Exports of Goods and Services;

bo = Constant (Intercept);

bl = elasticity of gr owt kectar budgetellodaton of h % n g e s
b2 = Elasticity growth due to changes in pr
b3 = Elasticity growth due to changes in the

When the elasticity of more than 1 (one)siknown as elasticity (Elasticity), ie when changes
in population or per capita income by 1 %.

3.4. Regional Economic Growth Model

Model Based Export
In this model, the GDP income can be expressed as follows:

Y = income regions (GDP),

C = Consumption,

MI = Flow of money coming in because their exports

MO = Flow of money out because of their imports.

For convenience, use is considered linear function, so it can be written as:

A = minimum usage

b = MPC (Margnal Propensity to Consumer).

Given the lack of entrepreneurs in developed countries that invest abroad and the results brought
to the region, the export is the only source of foreign currency income, which can be formulated
as follows:
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EO is export fluctuations are determined by external factors (exogenous), as the prices in the
international market. As nsb foreign investment is limited, then the only source of money out
of imports, which could be formulated as follows:

By combining equations (5)(8), we get the following equation:
Y=A+bY+EQ iY

Or Y = [ 1/(1- b + )] ] (A + EO)
...................................................................................................... (9),

Because thdebate is related to growth, then the equation (9) can be formulated in the form of
change () as foll ows:

Y = (i1 opEO

Or QY = Kk (09]
o TP UTPURUUPRTTPP (20),

Here k =[1(Z (b - 1)] is the multiplier that reflect the multiplier effect of the change in exports
to the regional economy.

3.5. Economic Base Model

Export base model can also be formulated as Economic Base Model.daghjthe economy

of a region (Y) can be divided into two main sectors, namely Sector Basic (B) and Non Basic
Sector (S), and can be summarized as:

Y = B + S

Activities supporting the sector would largely depend on development of primary sector, which
allows it formulated as:
S = ao + aly

Here, ao and al are constants. When the equation (12) is inserted into the equation (12),
obtained the relationshigetween the sector and supporting basic sectors as follows:

Y = [ao / (al)] + [1 / (xal)] B
................................................................................................... (13),

and Y = [a0 / (3a1)] + [B / (Zal)]
............................................................................................. (14),

Because equation (14) is linear, the coefficient multiplier must be calculated in the form of
regional economic growth equation as follows:
QY = [ a0 al 1+ [1 / (1 -al)] pB

Here, oY is the increase in GDP and @B is th
the conclusion that the economic growth of a regiatetermined by the development of sector

and the large base of small effect are determined by the coefficient multiplier [1 / (1 + ao0)].
Thus, based on this model, it can be hypothesized that the economic growth of a region is
positively associated with ineased exports.

4. ANALYSIS OF THE PLANNING AND GROWTH ELASTICITY

In economic field, this concept can be used to understand the impact of such a policy. In
addition, it can also be used to analyze the impact of revenue increase of production areas.
Analytical tool to assist policy makers in deciding priorities and atere development plans

that provide the greatest benefits for regional development. This analysis can then be used to
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develop projections of economic growth and structural change or shift in the economy of a
region. Table 4 below shows the results of eegion analysis the effect of per capita GDP and
population to value added economic sectors East Nusa Tenggara Indonesia dur2@l5991

Table 4: Regression Analysis of the Effect of GDP Per Capita and Population the
Economic  Value Added Sector BaNusa Tenggara Indonesia in the period

19912015
Regression Analysis
Tablet =1.72 _
Sector Count t Table F = )
3.44 R
GDP Population Count F
Per Capita P
Agriculture 5.89 1.65 273.56 0.9613
Mining and Quarrying 4.38 -0.24 84.58 0.8849
Manufacturing 4.35 0.22 102.08 0.9027
Electricity, Gas and Water Supply 2.97 0.86 70.51 0.8650
Building / Construction 4.57 -0.26 91.75 0.8929
Trade, Hotel and Restaurant 5.96 2.90 375.14 0.9715
Transport and Communications 3.84 1.68 146.17 0.9300
Finance, Leasing and Services Company 3.39 1.47 113.49 0.9116
Services 5.05 2.40 265.67 0.9602

Based on Table 4 above, analysis found that the value added sector of economy of East Nusa
Tenggara Indonesia is influenced by variables GDP per capitgsituation is reflected in the

value of the count variable t GDP per capita greater than the value t table (1.72) for every sector
of the economy. The results of data analysis for 25 years from 1991 to 2015 by using economic
regression model (Appendiy) showed that the value added of each economic sector in East
Nusa Tenggara Indonesia was determined to be individually or by changes in per capita income.
It is stamped on t test results, the table t, a 95 percent and 22 independent degrees smaller than
the count value t, the variable income per capita. The variables for the total population only
have an effect on value added trade, hotels and restaurants and service sector.

Generally, it was found that variables GDP per capita and the numiretivvoflual influence

on valueadded trade, hotels and restaurants, as well the services sector. T count value for each
variable is GDP per capita and population in the two sectors is greater than the value t table.
For the trade, hotels and restaurante, ¢bunt value t variables GDP per capita is 5.96 and
variables total population is 2.90. For services sector, the count value t variables GDP per capita
is 5.05 and variables total population is 2.40.

The analysis results of study showed that variatfig@pulation individually have no effect

on the valueadded agriculture, mining and quarrying, manufacturing, electricity, gas and water
supplay, construction, transport and communications sector and the financial sector, leasing and
service company. T cmt the variables total population of the seven sectors showed a smaller
value than the value t table (1.72).

According to Table 4, variables GDP per capita and population variables jointly affect the value
added of all economic sectors. F count valuafisectors of the economy exceeds the schedule
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F (3:44). Thus, it can be concluded that the contribution of variables GDP per capita and a
variable number of the value added of all economic sectors showed considerable and variable.
This is evident basedn the value of R2 = 0.9613 agricultural sector, which means that the
contribution of variables GDP per capita and a variable number of the value added agricultural
sector is 96.13 %.

On the other hand, the balance of 3.87 % is another variable caotribuvalue added of the
agricultural sector. R2 = 0.8849 for the mining and quarrying sector means that contribution
of the variables GDP per capita and a variable number the value added of this sector amounted
to 88.49%. Rather, balance of 11:51 %nsther variable contribution to value added mining

and quarrying sector. The high value of R2 for every sector of the economy showed that in
variables GDP per capita and a variable number of the population has a very large contribution
to value added econac sectors of East Nusa Tenggara Indonesia.

5. REGRESSION ANALYSIS SECTOR PLANNING BASICS

Characteristics of region refer to the problems and potentials of region. Development plans
aimed at managing human resources so as to support the economic dewntlofptime region
East Nusa Tenggara Indonesia, based on regression analysis of the basic sectors like below.

Table 5: Regression Analysis Effect Per Capita GDP, Government Spending and Exports of
Goods and Services for Value Added Sector of Region Bdista Tenggara
Indonesia Basic Economic the Period 1992015

Regression Analysis
Tabl e t U 0.05
Sector Count t Tabl e F
Spending Export 3.47 R?
GDP
: Government Goods and Count F
Per Capita .
Services
Agriculture 12.01801 -2.037500 1.239599 116.2941 0.943
Services 8.80934 -1.169107 1.704240 72.17347 0.911

According to Table 5 show that GDP per capita variables have an influence on thadadde
agriculture and services sectors. This is evident based on the count vatiables GDP per

capita for each sector (2.12 and 8.81) greater than the value t table (1.72). While government
expenditure variables individually have no effectonthe  wvadisked agriculture and services
sector, the value of the count variablgovernment spending for each sect@c@{4 and1.17)

is smaller than the value t table (1.72). Similarly, the variable expenditure of government, the
variable export of goods and services, which has no effect on the value added of the agricultural
sectorand the services sector, which the count value t variable export of goods and services for
each sector (1.24 and 1.70) is smaller than the value t table (1.72). However, the variables
affecting the export of goods and services to value added servicessasetiie count variable t
exports of goods and services (1.70) approaches the table t (1.72).

The regression analysis of the principles as set out in Table 4 above shows that all variables
GDP per capita, the variable expenditure of government and tiadieaexport of goods and
services have a significant impact on the value added agriculture and value added services
sector, as shown on the count value F (116.2941 and 72.17347) is greater than the F table (3.47).
Please note that the results showvdmeables GDP per capita government expenditure variables
and variables exports of goods and services have contributed substantially to the value added
agriculture and services sectors. R2 = 0.9432 means that the variable contribution per capita
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GDP, govenment spending variables and variable export goods and services to the agricultural
sector is 94.32 per cent. While the value of R2 = 0.9116 means that the variable contribution
per capita GDP, government spending variables and variable export goods\acesso the
services sector was 91.16 per cent.

Regression analysis showed that the economy, individual (t count> t table) or together (F>F
table), per capita income and government spending has a significant impact on gross added
value of agricultee and the service sector. However, individually, variable export items have
no effect on gross added value of the agricultural sector and the services sector (t <t table). On
the other hand, when jointly, variable per capita income and government spé&agirey
significant effect on gross value added of the agricultural sector and the services sector (F>
Table F). The study also found that the contribution of these three variables on the base of the
gross value added is R2, the gross value added of kigradisector which is 96.67 %, and the
gross value added of the services sector was 96.96 % (Appendix 1).

Thus, it can be concluded that the export activity is not much to encourage the growth of the
primary sector in East Nusa Tenggara Indonesia.i$lhecause there are still many problems,

such as overlapping regulations due to high transaction costs, thus reducing the competitiveness
of businesses that have been running or even reduce the attractiveness of investments.

5. DISCUSSION

Also found that individual changes in a population of less influence on the gross value added
sectors of the economy, on the other hand, effects of changes in population and per capita
income is very significant to the gross value added economic sectstrdNHEsa Tenggara
Indonesia. This can be seen by the F value for each sector of the economy is greater than the F
table.

This is reinforced by the contribution (R2) of income per capita and total population of the gross
value added of the economic sectwwhich is worth 80 %. Based on the analysis concluded
elasticity of growth, income per capita or population has the potential to be developed in
connection with economic growth of East Nusa Tenggara Indonesia.

Therefore, the results of focus group distoss and irdepth interviews found that the basic
management of regional economic development plan created by the discussion of all the
samples. In addition, specific policies are also sourced to the government office of the regional
development planning-hese policies include:

1. The investment policy associated with superior products, incentives, and promotions;

2. Basis of regional development, through the identification of determinants and strategies
appropriate support;

3. Trade Policy, which trade beégn regions and sectors, as well as reduce its resistance,

4. Policy development and physical infrastructure, namely human resources;

5. Basic institutional development, including in government decision making mechanism, the
creation of regulation, and socehd cultural community.

6. CONCLUSION

One of the indicators of economic development of a region is the GDP. Economic growth in
the aggregate may be calculated based on GDP per sector. When a sector has a major
contribution and growth is very slow, ther@n economic growth in the aggregate. Conversely,
when a sector has a relatively large contribution to the economy as a whole, the sector has a
high growth rate and thus will be able to benefit economic growth. Regression analysis was
used to determine &basic sectors of economy as one the indicators human resources generated
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by the regionThe successful implementation of economic development plans in region East
Nusa Tenggara Indonesia is closely related to the quality of regional development pliinning.
is implemented based on the identification and characteristics of the area.

It was found also that the economy of East Nusa Tenggara Indonesia theoretically elasticity
nature of the changes in per capita income. When there is a change in per capitaby 1%,

the change in the gross value added per economic sector is more than 1%. Meanwhile, from the
angle of the total population, it was found that the economic sector is elasticity is the agricultural
sector, trade, hotels and restaurants, trangportommunications, finance, service companies,

as well as the services sector.

While four other economic sectors is not elasticity, which means when there is a change of 1 %
of the population will lead to changes in gross value added in the fours#wbiess than 1

%. These sectors are mining and quarrying, manufacturing industry, the electricity, gas and
water supply, and construction sector.
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Appendix : 1 Regression Analysis Of Growth AndSize Elasticity

Size growth elasticity analysis is to show a relationship between gross value added due to
changes in the economic sector of population and income (GDRjapga in region. This
analysis can then be used to develop projections of economic growth and change or shift in the
economic structure of a region. The analysis of data for 25 years (1991 until 2015) using the
regression model shows that the value addedch sector the economy in East Nusa Tenggara
Indonesia is very much determined or altered individually by changes in income per capita.
This is demonstrated by the results of the t test, where the value t table with a 95% confidence
level and degreas freedom 22 is smaller than the value of variable t per capita income. While
variable population of only affect the value added trade, hotels and restaurants and the services
sector.

Regression Analysis
Coefficient ttable = 1.72 F table =
t Count 3.44 R?
SectorSector F Cont
GDP . GDP .
Constants . Population Per Population
Per Capita .
Capita

Agriculture 5.848375 0.777859 1.536080 5.89 1.65 273.56  0.9613
Mining and 14.20394  1.318433 -0.507349 4.38 -0.24 84.58  0.8849
Quarrying
Manufacturing 8.573674  0.859644 0.309209 4.35 0.22 102.08 0.9027
Electricity, Gas and 4.014999 0.622962 1.275340 2.97 0.86 70.51  0.8650
Water Supply
Building and 16.44823  1.274414 -0.507220 4.57 -0.26 91.75 0.8929
Construction
Trade, Hotel and 25.75564  0.801353 2.757583 5.96 2.90 375.14  0.9715
Restaurant
Transport and 12.90887 0.650754 2.011752 3.84 1.68 146.17  0.9300
Communications
Finance, Leasing and 18.94901  0.740063 2.273835 3.39 1.47 113.49 0.9116
Services Company
Services 24.08356  0.798226 2.676961 5.05 2.40 265.67  0.9602
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Appendix: 2 Gross Value Added And GNP Indonesia At Constant Prices 1992013, In The Years 1992

2015 (Billions of Indonesia Rupiah / IDR)Information :
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ABSTRACT
One of the main features of the moderfmofwor |l d
people and businesses. Besides its obvious advantages from the point of view of economic
growth, clash of cultures, legal asdcieta, it often leads to conflicts.
Generally speaking, there are two different groups of conflicts. First is dominated by state
interests and the state itself has an interest in the outcome of such cases. Traditionally, they
were whithin the exclusivdlomain of courts. However, it is beyond doubt tloats of them are
arbitral today.
The other group is dominated by private interests so, consequently, private parties are allowed
to decide who I s going to resolovie tahlrebiirt rcaanfo
undoubtedly become the pretd dispute settlement method.
There are some indications that almost 90% of international commercial contracts include an
arbitration clause. With regard to Arhsswi, p a
border commercial transactions. Thus, parties are also allowed to designate the applicable law
in the case of a dispute. Sometimes, the parties will even opt for a tandem (combination of
choice of law and choice of (arbéh) forum).
Since the incdive for opting for arbitration may be, and sometimes is, the parties' interest to
avoid the application of certain mandatory rules, question is to whom should the arbitrator
give priority, to the state and its interests or the parties and their expaw&tle it an
arbitrator's duty to apply mandatory rule§¥hat are the consequences of their ignorance?
The intention of this paper is to present the complexity of arguments and offer some conclusions.
Keywords: arbitration, party autonomy, mandatory rulesnternationally (overriding)
mandatory rules

1. INTRODUCTION

One of the main features of the modern worl d
people and businesses (Muir Watt, 2003, p. 1). Besides its obvious advantages from the point

of view of economic growth, clash of cultures, legal and societafteih leads to conflicts.

Generally speaking, there are two groups of conflicts. First is dominated by state interests and
the state itself has an interest in the outcome of such cases. Traditionally they are within the
exclusive domain of the state ctairFor a long time state courts were holding the primacy in
conflict resolution but slow, rigid and expensive adjudication process seems to be less and less
attractive (Triva/Uzelac, 2007, p. XXIII). Still, despite their preferences, parties of thisftype
disputes cannot deviate from state judiciary. The other group is dominated by private interests
S0, consequently, private parties are allowed to decide who is going to resolve their conflict and
how. With regard to Awh odmethaprefered alteanativexdispute a s u
settlement method. There are some indications that almost 90% of international comercial
contracts include an arbitration clause (Guzman, 2000, p. 1281). There are multiple reasons in
favour of arbitration, like discrin, speedy proceedings, arbitrators' expertise, lower costs,
final and binding character of the award, facilitated international enforcement, etc. (Giunio,
2006, p. 772).
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Its attractiveness in international cases was additionally enhanced by the appeairan
universally accepted rules which subsequently formed a common core of contemporary
arbitration laws in many countries. First such regime was introduced in 1958, by the New York
Convention on the recognition and enforcement of foreign arbitral awahits) harmonised

the procedure for recognition and enforcement of foreign arbitral awards. There are also
UNCITRAL Arbitration Rules from 1966 (last revised in 2010) and UNCITRAL Model Law

on Interational Commercial Arbitration form 1986 last revised(06), which provided the
standards for management of arbitration proceedings, which are generaly accepted in majority
of arbitration laws in the world (Melis, 2010, p. 39). Although very helpfull, unfortunatelly it

did not eliminate all the differences mational legal systems. Namely, besides these comon
rules there are still many country specific features of arbitration proceedings in different
countries and even the rules which are substantially identical do not necessarily lead to the same
response imlifferent countries (Triva/Uzelac, 2007, p. XXV).

With regard to Ahowo, party a thardemconmynerciat pr e s e
transactions. Thus, parties are also allowed to designate the applicable law in the case of dispute.
Sometimes, thearties will even opt for a tandem (combination of choice of law and choice of

forum (Berends, 2014, p. 77)). Since the incentive for opting for arbitration may be, and

sometimes is, the partiesd inter esstqudstmn avoi d
is to whom should the arbitrator give priority, to the state and its interests or the parties and
their expectations? |Is an arbitratords duty

are the relevant mandatory rules? What are theemuences of their ignorance?

The answer to these questions depends on several factors. In this article, which is primarily
focused on the relationship of arbitration and internationally (overriding) mandatory rules, the
Author will briefly present the wst important questions like: the underlaying nature of
arbitration (Part 2), the nature of the rules itself (internally and/or overriding mandatory rules)
(Part 3), whether there is (or should be) a duty of an arbitrator to apply mandatory rules (Part
4) and possible consequences of their ignorance (Part 5). Finally, in Part 6 the Author shall
atempt to outline her views.

2. LEGAL NATURE OF ARBITRATION

There are significant theoretical differences in understanding the legal nature of arbitration
(Lew/Miste | i s/ Kr ©° | | , 2003, pp. 72, 81) . Unf ortun
arbitratorsoé attitude with regard to their
mandatory rules. There are alltogether four thedrigsgisdictional, contactual, hybrid and
autonomous (Samuel, 1989, p. 33; Yu, 2008), but only the first three are considered relevant.
Advocates of the oldgurisdictional theorytake that arbitration has public (judicial) nature and

t hat Afevery acti vietritpry a a ctate is mecessarilytshbject totith e t
jurisdictiono (Mann, 1967, pp. 157, 162.) .
judgment theory, the delegation theory and the municipal law theory (Samuel, 1989; pp. 51

60). Accordingtothed g ment t heory, parties6é arbitratio
arbitratorsodé adjudicative function. -udgéesn t hi s
and their award is given a status comparable with the state court judgement (\Yar/SO@6).
According to the delegation theory, arbitras
agreement but as delegates of the legal systems of different states. Thus, arbitration is dependent
on the level of flexibility provided by the relevidiocal (state) authority and the award may be

subject to certain local restrictions (Motulski, 1974, p. 14). According to the municipal law

t heory, al | aspects of arbitrationleafacE r egul
arbitrio ) .
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This | aw is a basis for the arbitratorsdé aut
I n that regard, arbitratordés duty to respect
agreement but from tHex arbitri. In any case, due tbeir special status granted by the state,

which resembles to the one of the state judge, an arbitrator is also required to follow the law
and observe the mandatory rules and the public policy ofethéori to settle the disputes

between the parties (Y2008, pp. 26262). With regard to possible application of foreign
mandatory rules decision should be reached through the conflict of law ruleslex tiogi.

Non compliance with these norms is to be ¢
sovereiqity (Mann, 1967, pp. 16466).

On the other hand, advocates of ttantractual theoryrefer exclusively to the consensual
character of arbitration. They argue that arbitration is based on the agreement of the parties, so
the parties have the freedom tocuke all the relevant issues with regard to arbitration
proceedings and their freedom should not be interfered with the powers of the state

(Lew/ Mi stelis/ Kre°ell, 2003, p . 57; Yu, 2008,
validity ofthearbitat i on process | ies in partilesldadci agree
arbitri. Thus, everything from setting up the tri

effect of the award depends on t h)eAdyeated i es 0
of this theory believe that the arbitration should not be influenced by the power of any states
and t hat npattaeesunt semandstould peevail, binding the parties to perform the
arbitration agreement without the pressure ofthas e 6 ( Yu,-268)008, pp. 265

In line with this theory, arbitrators do not perform any public function, but there is no consensus
on their role. In that regard, this theory can also be divided into two branches. First is usually

referred to as the classia | contractual theory (represente
Aunderl ines the |Iinkages between the arbitr
arbitral awards, as well as the authorrnty of

of arbitrators arises exclusively from an arbitration agreement and their subsequent acts are
considered as the continuation of such agreement. Arbitrators are agents of the parties and their
authority does not require any kind of public support. Aciaggents of the parties they can

only decide on the matters authorised by their principals (Yu, 2008, p. 269). Second branch is
referred to as modern contractual theory (represented by Bernard and Klein) and entirely rejects
the agency theory with resgeo arbitrators. It claims that the process of making an arbitral
award represents fia network of contractual a
contract that determines the outcome Imf the
additon to it, arbitrators are appointed to resolve the dispute in an impartial manner which
conflicts with the role of an agent and they have the power to perform functions which are not
available to the parties (Yu, 2008, p. 27@)any case, this dory is focused primarily on the

party autonomy and rather hostile towards the application of mandatory rules
(Barraclough/Waincymer, 2005, p. 208). The exception refers only to the mandatory rules of

lex contractusor mandatory rules that prove the indly or illegality of the agreement. The

biggest flaw of this theory lies in its lack of adequate response to the situations where the parties
have not made an express choice of the applicable substantive and procedural law or where
there is a general che@ of law clause without any reference on the potentially applicable
mandatory rules.

Also, even under the contractual theory, arbitration is not totally exempt from the influence of

the state. Namely, if one party reneges on their obligation underhit@ton agreement the

state may be called to intervene in order tc
Barraclough/ Waincymer, 2005, p. 209). Thus,

i ndependdéxlocoarbixif t he
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Unlike the previous theories, the third one is not exclusive. lhydad theoryand incorporates

different aspects of both jurisdictional and contractual theory, and is nowadays most accepted
(Grigera Na-:n, 1992, p . 1 7esentedmter alid byuSurville | 1909°¢
and SauseHall, it emphasises the dual character of international commmercial arbitration.

While contractual character of arbitration is represented in its origin in a private contract which

gives the parties power of cheicits jurisdictional element is represented in its link with the

legal regime ofex fori, since the number of issue related to arbitral proceedings needs to be
subject to the mandatory rules and public policylexf fori or, in case of recognition and
erforcement, of the country in which the recognition and enforcement is sought (Yu, 2008, pp.
274275).

Under this theory, the relationship between the arbitrators and the parties is contractual in nature
but the extent of t h¢othe scluiiny of the mandatery rplesvardr i s
public policy oflex fori or of the country in which the recognition and enforcement is sought.

It places the arbitral award on a half way between a judgment and a contract (Surville, 1990, p.
148). With regard tdhe applicable law, arbitrators are obliged to apply the law expressly
chosen by the parties but in cases where there is no express choice of law they must resort to
the conflict of law rules of the place of arbitration (Lew, 1978, p. 58).

Despite its obmus advantages in comparison with the other two, there are some flaws in this
model also. Namely, there is a long line between these two extremes, and the model itself does
not provide an answer to the question whether the primacy should be given t¢otitaetaal

or to the jurisdictional aspect.

3. THE NATURE OF THE RULES

Besides being approved by national laws, principle of party autonomy is also approved by
international arbitral institutions and organizations (Redfern/Hunter, 2004, p. 315). At the same
time, the application of party autonomy has its limitations since states require a respect

for, at least, some minimum standards imposed by mandatory rules and public policy (Born,
2001, p. 436; Baniassadi, 1992, p. 63).

When speaking of mandatory rules in an international (commercial) context, it is necessary to

disi ngui sh between internally (Arules which c
internationally mandatory rules (Aoverriding
those rules that cannot be e x cohtexibutdrebupject he p:
to conflict of law rules. They applyprioriand restrict the applicatic

2015, p. 45). They do not prevail in international matters.

On the contrary, overriding mandatory rules can be applied regarddeshoice of law made

by the parties or even the objectively applicable |aw. 9(1) of the Rome | Regulation

provides the elements for clear identification of overriding mandatory rudégring to
Aprovisions the r espedaby&aauntryiohsafeghardingitspubligar d e
interests, such as political, social or economic organisation, to such an extent that they are
applicable to any situation falling within their scope, irrespective of the law otherwise
applicable to the contrac under t hi s Regul atoiranefn.t efh ecihrar fa
requires protecting them against any contractual construction that could undermine the

|l egi sl atords intended r e Wihlregard t& thadriapplcations t e r k ¢
thereare no restrictions in the application of the overriding mandatory rules of the forum (Art.

9(2)) but there are restrictions with regard to application of foreign overriding mandatory rules.
They may be applied only i feolligatonssarisiAgobtef | aw
contract have to be or have been performedn
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4.1S THERE A DUTY OF AN ARBITRATOR TO APPLY MANDATORY RULES?

The role of mandatory rules in arbitration is, without a doubt, one of the most controversial
topics in inernational arbitration (Mayer, 1986; Posner, 1999; Guzman, 2000). At the heart of
this controversy |ies an endless struggl e be
arbitrate and their | egi sl at ohesterkamp 2007 p.i on t
1). Before the U.S. Supreme Court Mitsubishi decisidlistubishi Motors Corp. v. Soler
ChryslerPlymouth, Inc. 437 U.S. 416 (1985)) and the CJEU Eco Swiss decisieiR@97

Eco Swiss China Time Ltd v. Beneton International[Nd®9 ECR F2055) arbitral tribunals

were not considered as an appropriate forum to give effect to mandatory rules, since many of
these rules are part of public law. In the meantime, the concept of arbitrability has expanded
and many claims arising under matatg rules are nowadays arbitrable (Pitta e Cunha, 2016,

p. 34). The Apublic | aw taboof is gradually
2003, p. 2).

Since arbitrators do not have a forum, they are not bound by the conflict of law rules binding
judges (Hochstrasser, 1994, p. 58; Kleinheisterkamp, 2009, p. 13). Thus, it is of no surprise that
most modern arbitration Imawy de¢ggainsebasgah.
the intention of the parties as regards the determination of the applicable rules of law and that,
where the parties have remained silent, t he
(Gaillard, 2010, p. 111).

Whethe an arbitrator should take into consideration mandatory rules that are relevant but not
chosen by the parties? I f there i s no expres
mandate, they may apply mandatory rules of a law other than that dnpdbe parties to

govern their agreement (Pitta e Cunha, 2016, p. 31). Moreover, application of certain mandatory
rules is generally considered uncontrover$idiorce majeure transnational public policy,
mandatory rules of thiex contractusand rules bthe seat (Barraclough/Waincymer, 2005, p.
217-224). Despite their formal detachment from the state and the fact that the choice of the seat

of arbitration is most often inspired only by the idea of neutrality and convenience (Born, 2012,

p. 2705), arbittors should take account of the mandatory rules of that state. Namely, according

to Art. 35 of the 1 CC Rules of Arbitration,
the award is enforcabl ed. Si nceaofterhererckesa of t
supervisory role over the arbitral proceedings, respecting the mandatory rules of that state
prevents the risk of having the award set as
refusal of enforcement in a foreign country @asn Art. V(1) of the New York Convention)

(Pitta e Cunha, 2016, p. 31). Further to it, the same Convention also provides that a foreign
court may refuse to recognise and enforce an award if it would be contrary to its public policy
which leads to conchion that, in order to make sure that the award is enforcable, arbitrator
should also take into an account mandatory rules of all countries in which the parties may seek

an enforcement (Paulsson, 2013, p. 133; Born, 2012, p. 2705). Application of thesk s

other possible categories of mandatory rules, is more contentious (Barraclough/Waincymer,
2005, pp. 22427).

Is there a duty of an arbitrator to apply mandatory rules? There is no straigtforward answer.

Al t hough some suggeg®t of hatn talmdi ¢ rias oa Hduap
rules (Radicati di Brozolo, 2011, p. 3), others claim that the incentive for an arbitrator to apply
mandatory rules may only be based on the interest of the parties (Voser, 1996, p. 347). For
arbitratorsall mandatory rules are foreign. Since they are not organs of the state, they are not
bound by any rules but those chosen by the parties. Thus, their incentive to apply certain
mandatory rules may be the interests of the parties or their willingnessite émsenforcablity
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of the award or, but not i kel vy, Al egi ti mi s
mechani smo ( Pitt 82).&QueStiomid)iatherezuythibg,elsepthat mayljustify
Athe dutyo of an aryrbles? Altlroagbh some court degigidngy at leestind a t o
Europe, show that European courts imply that the arbitrators are under legal obligation to apply
mandatory rulesHco Swiseand G168/05E1 i sa Mar 2 a Mostaza Claro v
SL[2006] ECR +7879), such implication may seem exaggerated. Namely, due to Art. 9 of the
Rome | Regulation and Art. 25 of the Brussels | bis Regulation, there is a big risk of
circumventing mandatory provisions of a certain state in drosder litigation also.

Comparng the status of the two, it seems that the expectations towards the arbitration are
sometimes higher than towards the national courts (Wautelet, 2012, p. 217, 228).

5. POSSIBLE CONSEQUENCES OF THEIR IGNORANCE

As has already been mentioned, despite thstexte of some widely accepted international
instruments, this area of interest is still under the great influence of national states. Thus, the
possible consequences of ignorance of mandatory rules may differ from state to state.

Generally speaking, therare two types of situations in which national court has to take into
consideration an application of mandatory rules in international commercial arbitration. First
includes situations in which the forum state decides on the impact of its mandatopnrthies
effectiveness of arbitration agreement, while second includes situations in which the state of
enforcement decides on the impact of its mandatory rules on the effectiveness of the award
(Kleinheisterkamp, 2009).

With regard to giving an effect to eéharbitration agreement national practice may vary

significantly, e.g. refusing the effectivene
clear from the negotiations that the foreign party had inserted arbitration clause in order to avoid

the application oflex foric or FfAbecause it cannot be reason
mandatory rules of thiex foriwi | | be appliedd or dAwhere ther

foreign tribunal will not apply the mandatory provisionde forio (Kleinheisterkamp, 2009,

p. 6:10; Girsberger, 2011, p. 3550). Also, the courts may also be prone to deprive a tandem
of its effectiveness if there is a danger that the foreign tribunal would not apply mandatory rules
of thelex fori (Kleinheisterkamp, @09, p. 10). Such an approach, in a European context, may
be in contradiction with the principle of proportionality, especially if the assesment of the
protection given by the foreign law is lacking.

Some of these approaches are often seen as too restricti( R¢, h | 2007, p . 90 .
p. 252). Or, in words of some authors, fparo
measur e of how the validity of I nternatio

(Born/Koepp, 2007, p. 73). Question ighether the different approathe.g. giving more
respect to the partiesd6é free choice to submi:
(with regard to overriding mandatory rules) to the stage of recognition and enforcement, as
deployed inU.S. Supreme Court Mitsubishi JudgmeMigtubishi Motors Corp. v. Soler
ChryslerPlymouth,Ing. 437 U. S. 416 (1985)) (so called
better solution? Some would answer fAnoo, Sir
advances fAdorderlines and predictabilityo, a
interests (Kleinheisterkamp, 2009, p-18). In our view, answer may differ depending on the
interpretation of the nature of arbitration or, in a European contexbeaest of proportionality
(R¢gh!l, 2007, p. 903) .

With regard to recognition and enforcement of the award, if he does not apply an overriding
mandatory rule an arbitrator risks his award being pronounced void. Namely, the limit to
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recognition and enforeeent of an award is the same as the one of a foreign judgment, i. e.
public policy (Girsberger, 2011, p. 355). As an exception, it shuld be invoked restrictively
(Suarez Anzorena, 2008, p. 615). However, different national practices show that states case
law differs on that question and that it is sometimes used to invoke review of the merrits of the
award (Hanotiau/Caprasse, 2008, p. 815). Hence, the success of contemporary international
commerci al arbitration dir ec tddeg contr@ boverttlees t o
substantive outcomes of such disputes in favour of enforcement of arbitral agreement or award
(Rogers, 2003, p. 1). An argument in favour of such approach may be found in Arts. V(1)(d)
and V(1)(e) of the New York Convention. While fioer allows setting aside an award for public
policy reasons (thus, overriding mandatory rules included (Becker, 1996, et #@§) the

later allows an enforcement of an award, already set aside in the state in which it was made, in
the court of anothestate provided that it is in line with its public policy.

6. CONCLUSION

As an alternative dispute resolution method, arbitration will always be attractive to the parties.
In most cases, not in order to avoid application of certain mandatory ruledlekikslity,

speed, discretion and easy enforcement abroad that is attractive to the parties. Thus, in most
cases arbitrators will have enough room for exercising their discretion with regard to mandatory
rules. Which is good. Despite different theorieslos nature of arbitration, it is doubtless that
arbitration cannot exist in vacuum. It is always dependent (in one way or another) on certain
legal system(s).

It does not mean a departure from the contractual bases of arbitration. First and foremost
arbir at or6s duty is to respect the intention ¢
applicable rules of | aw. I f there iIis no expr
mandate, they may apply mandatory rules of a law other thantibaemr by the parties to

govern their agreement. Whether they will is up to their discretion. The purely effesrised

character of overriding mandatory rules would require protecting them against any contractual

construction that could undermine theileg| at or 6s i ntended resulto |
9). Arbitral refusal to apply mandatory rules is as inadequate as arbitral overreaching, i.e.
applying |l aws not authorised by the partieso

for enforcenent of an award. Although, it will greatly differ from country to country. The
degree of hesitation on behalf of a state to recognize and enforce an aved adig, related

to its interpretation of relevant articles of respective legal instrumegt (¢ew York
Convention).

Thus, is there a duty of an arbitrator to ap
advisable to consider the appropriateness of
without an enforcement is a mere scrapopaper . 0 ( Pomi er , 1992, p.
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ABSTRACT
The massification of education has led to the perception in some disciplines that an
undergraduate degree no longer provides sufficient competiilvantage in employment.
While undergraduate degrees deliver sufficipmfessional and expertise substance for entry
level positions, ultimately it is the postgraduate qualification which sets students apart and in
turn assists with rapidareer advanceant. In ensuring that graduate students exceed the
desired entry level of professional skills, the education institution needs to provide a linking
passage between undergraduate and postgraduates studies. This blending passage offers a
significant opportuity for students to further develop thewerall expertise andkdl set.
Moreover, his blending passage needs to closely align with the specific professional
requirements together with the potential for the graduate to seek possible career progression
and advancements. Accordingly, postgraduate studies need to align with these specific
professional requirements. The blending passage is an innovative approach which maximizes
nonttraditional learning and provides incentivesftou r t her au g meaneer.Thhishe st u
rapprochement will be aligned with the relevant professional bodies that will also carefully
consider the student Ji@s paperovil evedigae thed promioantp e
Australian universities and their Engineering undergraalt e s 6 bel i ef i n
further education and their desire to further develop their specialist expertise through
postgraduate studyMinitab will be utilized as a statistical tool to analyze survey data and the
findings and their implicationsof the provision of a blended passage to postgraduate study
will be discussed.
Keywords: Career Advancementg&ngineering degrees, Postgraduate studfofessional
and Expertise substance

t en
t he

1. INTRODUCTION

In Australia, the higher education participation and enrolment has increased significantly over
the past couple of decades and particularly since 1980%.ongoing growth of higher
education creates plentiful challenges and confrontations. One ofctieknges includes the
perception in some disciplines that an undergraduate degree no longer provides sufficient
competitive advantage in employméRibeiro and Lubbers, 2019) is also correct to consider
theUndergraduate programs as more general in nature. Generally, the Undergraduate programs
provide general education courses in a wide variety of subjects and content which are not parts
of postgraduateeducation (Bonaccorsi, 2014)Accordingly, there are mandifferences
betweerundergraduate arbstgraduate education including:

47



19" International Scientific Conference orcBnomic and Social Development
Melbourne, Australia9-10 Februarn2017

1. Although Undergraduate programs are exceptionally similar for the same field of study
(regardless where they are taught), postgradimateses allow more flexibility based on
each institution's own strategic plan.

2. Where Undergraduate is mostly taught at the substance fm&hraduateourses
require individuals to conduct detailed research and accordingly use their own initiatives
andingenuity.

3. While Undergraduate programs are generally less individualmeigraduateourses
are substantially Technical, Specific and much more highly developed.

More importantly, whilehe undergraduate degrees deliver sufficeert necessary
professional and expertise substance for the entry level positions; ultimately it is the
postgraduate qualification which sets students apart and in turn assists witlcaragid
advancement (Gharehbaghi, 201B)rthermore, it is also the postgraduatdifjoation which
conveys more innovative and specializewdwledgeand in doing soposition students apart

and in turn assists with raptreer advancementioreover, in the advanced economies,
postgraduate qualification is highly desirable if not corapry for further career advancement
(Welpeet al, 2014).

2. EDUCATIONAL ASPIRAT IONS AND CAREER ADVANCEMENT

Educational aspiration is defined as an indi
classes of factors: studemtlated background andducational institution characteristics
(Hanson, Paulsen and Pascarella, 2016). Internal student influences like personal motivation
and career ambition interact with external environmental factors like parental education, race,
sociceconomic status andeome, family and peer group attitudes, past school experience, and
scholastic achievement (Buchmann and Dalton, 2002) to influence aspirations to attend
graduate school. While studies have extensively explored the individual student characteristics
which motivate graduate studies (Buchmann and Dalton, 2002; Hanson et al., 2016), less is
known about the second class of factors: the impact of institutional characteristics.

Furthermore, students from highly selective, elite universities are more likelyrsuep
graduate studies than those from less selective and lesser ranked universities (Mattern and
Radunzel, 2015). Aspiration for graduate education is also influenced by field of study:
disciplines with a purénheoretical focus like the biological, sogiahd physical sciences have
higher graduate enrolment rates than disciplines with a more practical application focus, like
engineering (Nevill and Chen, 2007). Careers like engineering are highly paid, and so
continuing on to graduate education carrieppportunity costattern and Radunzel, 2015)

Length of the undergraduate degree also impacts graduate aspirations: those who complete a
foury ear undergraduate degree in a timely fash
studi es (Mattern and Radunzel , ukdergr&dpyate St ud
experience is another important factor which fosters a positive perception of graduate school
(Vance, 2015).

Positive and engaging relationships with faculty and effective pedagogical practices also
increase the likelihood of students purg graduate studies (Hanson et al., 200&)teover,
research shows that institutional prestige impacts the future career opportunities, economic
prospects and earning capacity of gradsgBrennan and Naidoo, 2008)n the other hand,
Graduate employality and career advancements are some of the most important concerns in
Higher educationHo f f man and V&l i maa, 2015)
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Responding to these concerns requires the optimization of the graduates skill sets. Generally,
structural unemployment issues are concgribecause the graduates skill sets possessed do
not comprehensively match the skills requir&de(vart, 2012). The Graduate employability

and career advancements associatieed to encompass fundamental issues including the
Graduat eds s k pldyabsity as ethie, key afatus ofethe higher education
implementation Kunter, 2012).As Wankel and Blessinger (2013) correctly discussed, "
proven way to advance in Graduate's career is to be continually acquiring new knowledge.
Doing so ensures that tlig&raduates stay on top of trends or developments in their fields
addition Turner (2011) pointed out that when graduate seek to advance their career, they should
never be afraid to think outside the box and put their professional shrewdness tolwsrk. T

is clear a prominent way for career advancement is to keep learning.

In addition, aBBonaccorsi (2014gorrectly arguedsince career advancements are not a simple
improvement, employers now want to barter performance for training, learning aherfu
development that keep their employees vialAg"it can be noticed this further validates the
importance of learning and training to develop the individuals aptitude and their skills set. This
development of the skills set would-iarn further improve the career advancements of the
individuals.

Graduate education is increasingly perceived as an aspirational pathway to enhance
comparative advantage in employment opportunities and stimulate rapid career advancement

in the competitive globalized labor market (Lin, 2011; Mattern and Radunzel, 2045). A
undergraduate degree is no longer considered the pinnacle of educational aspiration. Given the
increasing importance of developing a highly qualified and knowledgeable workforce to
improve business productivity (Kim and Otts, 2010), and the impact dfigta study upon an
individual 6s employability and caeseeamrandpr ogr ¢
long-term earning capaciMattern and Radunzel, 2015), it is important to explore the factors

which prompt engineering students to pursue acldstudy in graduate engineering programs.

3. RESULTS AND DISCUSSON

This section consists of the data examination and analysis of the conducted survey. This survey
(total of 150 Undergraduate student responses) was conducted in early 2012 and was based on
"satisfaction of Undergraduate generic skills" synopsis. This suteeynenced with age

group, study load (fultime/parttime), local or international based students, and the institution
(selected from three prominent Australian universities) questions. In addition to these multiple
choice queries, there were also twebl®rt and long answer questions. The general data
analysis techniques consisted of Statistical analysis (using Cross Tabulation and Frequency
testing development via Minitab), together with the Factor Analysis and measurements.

For the purpose of dataapgsis, the responses for the twelve questions were entered either as
1 (for yes), or 0 (for no) values. The important questions which required significant
measurement (Factor Analysis) were:
1 Question 5. Are you satisfied with throfessional and Experissubstance of your
degree General Knowledge Satisfactipn
1 Question 6. Are you satisfied with the development of your overall expekiit® s
[Specialize Skills Satisfactipn
1 Question9. How important do you see Postgraduate studies to further dex@lop
expertise skillsGrad Studies to Further Skills
1 Question10. How important do you see Postgraduate studies to further augment your
career (5rad Studies for career Progrgss
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These four questions were specifically targeted to provide the correltetiareen the actual
survey and the scope of the reseatolightive Higher Education: A Blending Passage). Table

1 below provides the overall data demographic.

Tablel: Data demographic

Who wants to do post graduate studies N {Percentil)

s Degrees
o Computer Engineering 35(23.33)
o Chil Engineering 31 (20.66)
o Mechanical Engineering 29(19.33)
o Electrical Engineering 22(14.86)
o Chemical Enginesring 19(12.66)
o Asrospace Engineering 10:(6.66)
o Cther 4(2.68)

s Age group
o =25 75(50)
o <30 41{27.33)
o <35 17{11.33)
o <4 12(8)
o =40 5(3.33)

» Localioverseas
o Australian Students 93 (65.33)
o International Student 52 (34.56)

s Study load
o Fulkime Student 131(87.33)
o Part-time Student 19(12.66)

As it can be noticed, Computer Engineering has the highest resfaltseed by Civil
Engineering. In addition, while most respondents were below the age of 25, they were also local
students who were majority fdilme Undergraduates. Table 2 (below) also provides a basic

statistical analysis of the survey.

Table2: Stastical Analysis

Sample Standard Deviation (S) - [all questions]

0.7937

Variance (sample standard) (S2) - [all questions]

As it can be noticed, the

Standard Deviation (@)- [all questions] 0.648

Varignos (population standard) (G2 - [all questions] 0.42

99% Confidence level - [all questions] 6.455
is at O0.648 whi

e

t he

99 %

conf

Although both of these values represent low assertion of the data, further analyses were required
to determine any correlations. Further analyses not only examined the association within the
data set, but also determined any dynamics found. Accordingly, to further scrutinize specific
correlation within the data set, Factor Analysis examination was carried out.

3.1 Factor analysis

As already discussed, four questions (Questions 5, 6, 9, andei® selected to form the basis

for the Factor Analysis examination. In addition, these four questions were then grouped into
two relevant categories. While questions 3)(Xnd 6 (¥) were grouped agndergraduate
Degree Satisfactior{Factor 1); questions 9 (® and 10 (%) were grouped agareer
AdvancementFactor 2. The overall results are provided in Table 3 below.

50



19" International Scientific Conference orcBnomic and Social Development
Melbourne, Australia9-10 Februarn2017

Table3: Comparison of the three universities

Questions A B C
Yes No Yes No Yes No
\d Y? y: Y4 ye Y8
X! 44(88%) | 6(12%) | 31(62%) | 19(38%) | 42(84%) | 8(16%) | F1

X 39(76%) | 11(22%) | 33(66%) | 17 (34%) | 41(82%) | 9(18%)

X 29(56%) | 21(42%) | 31(62%) | 19(38%) | 25(50%) | 25 (50%) | F2

Xt 31(62%) | 19(38%) | 33(66%) | 17 (34%) | 28 (56%) | 22 (44%)

As it can be noticed Table 3 includes the four questi®Aistogether with the three (A, B, C)
Universities surveyed. While Universities A and B were from Group of Eight (Go8), University
C was an Australian Technological academe. Usindviinitab software, the questions were
then tested based on Yes and No inpgrsthermore, for each University, independent Yes and
No (Y™ value were observed. To further investigate these results, compariseaxaf §")

and Y-axis (Y") were carried out (Figure 1).

Figure 1: Response comparison.
4 N

\_

Figure 1, represeniées and No responses of the Questions, @(X?), 9 (X°) and 10 (X).

As it can be noticedn general the Yes values are much higher than No responses, With Y
(University A - yes) and Y (University C- Yes) have the most positive values (indicating
factors). Generally stating, while University C is producing an even flatter association, while
University A has the highe§eneral Knowledge Satisfactio®n the other hand, University C
hasthe lowest but linear correlation between all factors. further examine the correlations
between the two factors, specific analysis of all the three Universities is carried out and
produced below.

Table 4: Factor Analysis and Testing.  Figure 2:Factorl and 2 comparison.

Yes No Yes No Yes No f \
Y1 Y2 Y3 Y4 Y8 Y8
44(88%) | 6(12%) | 31(62%) | 19(38%) | 42(84%) | 8(16%) | F1
30(76%) | 11(22%) | 33(66%) | 17 (34%) | 41(82%) | 9 (18%) 1
20(56%) | 21(42%) | 31(62%) | 19(38%) | 25(50%) | 25 (50%) | F2 2
31(62%) | 19(38%) | 33 (66%) | 17 (34%) | 28(56%) | 22 (44%)
- /
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Noting that all the three Universities have excellent Engineering schools, their overall
comparison produces interesting findings. As it can be noticed, across all three Universities
(overall) Factor 1 (Undergraduate Degree Satisfaction) is much more influenak than
Factor 2(CareelAdvancement). This could possibly indicate that all Universitiepéirticular

A and C) overall were fulfilled with their course substance including specialized content.
Although University B possesses lower correlation across the board, it is more static

In addition the positive valuestYY® and Y are the strongest stictor indicators. These sub

factor indicators are key pointers in determining the overall need to pursue postgraduate studies.
Once again, although across all three Universkessor 2 (CareerAdvancement), seem to be
within expected range; University B, has higher rate. Comparing Factors 1 and 2, it can be
determined that University B not only has smalléstergraduate Degree Satisfaction rate but
also lowest need for the Care®dvancementTherefore, the final summary from this factor
analysis denotes that the students which were surveyed from University B, overall were more
positive in considering postgraduate studies as a way to advance their careers. This could also
be linkedback to their lower Factor 1 Results. This produces an interesting summary that the
lower rate ofUndergraduate Degree Satisfaction (Factor 1), the higher need to undertake
postgraduate studies for career advancement (Factor 2).

4. CONCLUSION

Theblending passage is an innovative approach which maximizesaitional learning and
providesincentivestb ur t her aug me nt Thishapproshemedt withlte alignect ar e e
with the relevant professional bodies that will also carefully considere st udent sé pr
competenciesThis paper has investigated three prominent Australian universities and their
Engineering undergraduatesod6 belief in the ir
further develop their specialist experttheough postgraduate studipinitab was utilized as a

statistical tool to analyze survey data and the findings and their implications for the provision

of a blended passage to poatimate study will be discussed.

The result indicatedhat there was a reing correlation between how surveyed students
perceived their postgraduate studies as a way to advance their careers. This produced an
interesting summary that the lower ratdJsfdergraduate Degree Satisfaction, the higher need

to undertake postgraduattudies for career advancement. Finally, as this paper demonstrated
institutional prestige influences the future career advancements, prospects and capacity of
graduates.
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ABSTRACT
Australia is acountry comprising the mainland of tA@stralian continent and the island
of Tasmania.The country also includes numerous smaller islands in the Pacific and Indian
Ocean. Australia is thesixthlargest country in the world by total aredt also has the
w o r |12thlesgest economgndfifth-highest per capita incomeédn 1 January 1901, a
federation of six separate Britigtelfgoverningstates was formed after a decade of planning,
consultation and votinglhis established the Commonwealth of Austradi@adominionof the
British Empire.In 1931 the status of the dominions was made equal to that of Great Britain,
which is considered the symbolic date of Australia gaining full independBeéare World
War Il and in the course of it, the CommonwealthAafstralia was closely tied to the
government in LondortHowever, the fall of the British Empire in the Asia Pacific made
Australian authorities rethink their existence inthe new realityn t he | at e 80s,
formal ties with London were furtherdsened, as planned&ince that time the role and
significance of the continent has been growiAgvibrant economy and favourable location
drive the countryds growing importance, whioc
on. Economic success andiegdtive policies have made Australia become one of the crucial
elements of sustainable balance in the South Pacific regianwe v e r the countr
and economic influence goes far beyond its bordens.st r al i ads | mportance
on neidibouring countries is clearly visible across East and Southeast Asia, the Indian Ocean
basin, and the AntarctidTherefore it is worth to take a closer look at the drivers of the huge
success of this unique country and its inhabitants.
Keywords:Asia,Australia, Pacific, region, success

1. INTRODUCTION

Looking at a world map from a certain perspective, we immediately notice Asia, i.e. the largest
continent interms of total areaThe continent covers 44,580,000 %mwhich accounts for

29.8% of all landon Earth. By comparison, Europe, with its 10,180,008 &otounting for

merely 7.1% of all land on Earth, resembles a large peninsula on the western borders of Asia.
Australia, on the other hand, covers only 7,741,229 (kot including Oceania). This aamats

for nearly 5.2% of all land on Earth. The smallest continent looks like a huge island, closing
the southern gateway to New Zealand and the Antarctic for the entire East and Southeast Asia.
However, Australia is, to some extent, linked with the lattigron through thousands of smaller
and bigger i slands and islets, serving as
geographical terms, belong to the western part of the Pacific Oceanfbasimpheral country

for many centuries, since relatiyakecently Australia has clearly had more luck. Thanks to fast
growing countries such as Japan, South Korea (Wehrfritz, 2002), Taiwan and Singapore, but,

most of all, due to the recently robust econ
has leen a shift in political and economic powerhouse in favour of East Asia (Cukiernik, 2015).
For Australia, a country | ocated dat t he et

opportunity to take part in the new world order, which has been more falmolire t o Aust r ¢
interests than the previous one.
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Now the smallest of all continents has become a bridge between Asia and the Americas,
including on its way New Zealand and other smaller islands of Oceania. With that new
perspective, we can see that Australia has started to play a new and significartheokntire

South Pacific region.

2. EARLY SETTLEMENT

Before Europeans came to Australia, it had already been inhabited by the Abolfiiees.
today the origins of Australiabds ol dest I nhe
version says that the people came from Southeast Asia. The settlement process was supposedly
enabled by a land connection, which had existed for somebitveeen Asia and Australia.

The Aboriginal people came to the continent in three independent waves areé®thddisand

years ago. This resulted in quite a diverse population in anthropological terms. Before white
settlers arrived, the indigenous peopkdhnhabited various parts of the continent. They
pursued a nomadic way of life, on a very low civilization level, by hunting and gathering, and

on the coast also by fishingThe first Europeans who arrived in Australia were likely
Portuguese in the f&entury. During that time they were setting up their trading posts in India,
China and Southeast Asia. Since they perceived Australia as uninhabited and with unfavourable
natural and weather conditions, they decided not to settle it. After the PortugsesBacific

started to be explored by the Dutch. The first Dutchman to reach the coast of Australia in 1606
was Willem Janszoon (1571%30) on theDuyfkens hi p . This i s where th
name, i.e. New Holland, came from. The very same yeandlistvas also discovered by a

Spanish sailor Luis Vaez de Torres (156@613). A bit later, in the years 1642644, a

Dutchman AbelTasman (1603 1659) sailed along the coast of Australia and discovered an
island subsequently named after him. He was ftimst European who reached
TasmaniaeandNew Zealandduring a trip organised by tHautch East India Company the
yearsl642- 1643. In 1770 the south coast of Australia was reached by James Cook, the famous
British explorer. He made detailed maps and described the flora of the region. As an explorer,

he gave the area the name New South Wales while proclaiming it a dominion of the British
Empire. The Brits began colonising the continent from the south coast (New South Wales) only
after losing some of their dominions in North Amerital788 a fleet vith the first group of
British convicts arr i vEodnearln80tydars theaeafergprisonerst o d a
and criminals would be sent thefighe last transport of them came by sea in 1868 to Western
Australia. Gradually, though, also voluntagttlers began to flow into the area, driven by the
possibility to obtain arable land. Also, more and more people came to breed sheep and cattle,
which was seen as a way to get rich fdgtking up new land for pastures in the interior
accelerated the gbng of the continent and an influx of colonists also from other European
countries.Increased food production allowed for becoming independent from food supplies
from the metropolisThe newcomers took over the Abori gi
ruthlessly. As the settlement advanced, new colonies emerged: Western Australia in 1829,
South Australia in 1834 and, isolated from New South Wales: Tasmania in 1825, Victoria in
1851, and Queensland in 1859. Their autonomy was also gradually ext&éhdedawe of

i mmi grants increased dramatically as a resul
discovered first in Victoria and New South Wales and then in Queensland and Western
Australia. All sorts of explorers and wranglers came in masses, anceittements they
established gradually turned into cities which continue to exist today. Fast growth of
agricultural production allowed for becoming independent from food supplies the metropolis.
However, the development of agriculture and demand for net daadually eliminated the
Aborigines and pushed them into areas least fit for living. The discovery of iron ore and non
ferrous metals in the late 2@entury triggered the dynamic growth of the industry, mainly

mining and processingrhis resulted inHe emergence of rail transport, public roads, and
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telegraphy. The development of industrial infrastructure generated the demand for workforce.
This caused the influx of immigrants from Great Britain, other European countries, the USA,
and AsiaEach of theexisting colonies functioned as a separate entity with different laws and
regulations. Such situation made everyday life and cooperation very hard. For example, in every
colony the railway tracks had different spacing. In many cases, also differenielggaltions
existed. This really hampmtheddsoftheddcentmny the r y o s
strive for establishing a federation of colonies increased. In large part, this was due to the
emergence of the feeling of national identit
1901, after Great Britain had adopted fhestralian Commonwealth Acta dominion of the
Commonwealth of Australia was established, with its own constitution, government, and
parliament.The former colonies have gained the status of states. Also, a decision was taken to
establish the capital of the FederatidVith joint efforts, Canberra was built.

3. AUSTRALIA IN THE 20 ™ CENTURY

In the very beginning of the 20th century, Australia constituted a single, unified country,
forming part of the British Empire. For the whole time until the outbreak of World IWar

it maintained close ties with the metropolis. By taking advantage of the legal regulations in
place, which favoured British products in foreign trade, Australia profited from existing
privileges.This ensured continuous demand for prode€tsheep and cattle breeding and for

the sale of excess agricultural produce at preferential rates. This policy contributed to the
countrybds further dynamic growt h, visibly i
population. Under the legal systeaken over from the British, progressive political and social
ideas were quickly adopted. Very soon women were granted voting rights. Nationwide it took
place in 1902, but in South Australia eight years earlier. A modern tax system was introduced,
along wth pensions, social insurance, and other social benefits. Australia became a poster child
of a welfare state, a situation which to a large extent has continued until today. During the
Second Boer War (1898902), Australia took the British side. Duringethonflict, it sent its
troops to support Londonds intervention in
soldiers fought on many fronts hand in hand with other nations of the Empire. A great
deal of Australians lost their lives durinfget Turkish campaign on Gallipoli Peninsula, heavily
defended by the Ottoman army. In total, more than 28,000 Australian soldiers died or were
injured during the campaign (Chwalba A., 201Anzac Day, 25 April, is today one of
Australi ads toma temembngncerdays it marks ghe anniversary of the first
major military action fought by Australian and New Zealand forces during the First World War

on Gallipoli PeninsulaANZAC stands for Australian and New Zealand Army Corps. The
soldiers in those forces became known as Anzacs, and the pride they took in that name endures
to this day.

As a political consequence of World War I, the autonomy of British dominions was extended.
Australia attended the Paris Peace Conference in 1919, which ended the global armed conflict,
as independent subject of internationalldh i s was enabl ed by Austra
the founding states, the League of Nations in 1920. At the lalp€onference in 1926,
transforming the British Empire into a Commonwealth of Nations was proclaimed. This was
confirmed by the Britisiparliamentn 1931 in the so calle8tatute of Westminstddnderthe
document, the dominions were made equal in their status with Great Britain. The
internationalcommunityacknowledged the independence of the individual states belonging to
the Commonwealtihat dill binds them together is thecognitionof the British monarch as

the head of state. Today Australia continues to be bound in a personal union with Great Britain,
which means that every new king oregm on the British throne is simultaneously the head of
Australia. The monarch is the formal head of state and commanetgrief, and also heads the
executive branch (Bozyk S., 2001). Since most of the time the British monarch resides outside
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Australia, dl the tasks at the federal level are performed by the governor geReegderiod of

economic growth which began after World War | triggered the dynamic development of the
country and made its white citizens increasingly wealthy. However, repercuskibesGreat
Depression of the 30s did not spare the continent. Price drops on international markets and a

|l ack of demand for meat, wool, crops and i n
There was a collapse, mainly in exports. High unemployrotiotved and poverty emerged.

In many areas the effects of the Great Depression were visible even towards the end of the
decade. The then existing conditions in the world did not help in fighting them either. The
growing military threat from the Empird dapan and the diminishing influence of London in

the region only made the situation worse. After the outbreak of World War Il, Australians
traditionally sided with Great Britain to fight common enemies. They defended the ideals of the
Commonwealth of Nadns and showed their bravery at the front as well as attachment to the
king. However, in the conflict, Canberrads |
World War I. It was mainly th&oyal Australian Navy (RAN) and Royal Australian Air Force

(RAAF) which marked their participation in the conflict. As early as in 1940 the joint staff of
Japands Army and Navy reached a consensus o]
include Soubeast Asia, with countries such as French Indochina, the Philippines, Dutch East
Indies, as well as Thailand and Myanmar, situated in the same area. Seizing these areas would
enable the Empire of Japan to gain access to very abundant natural resoureg scnaedthe

war. In this context, Australia became the strategic goal of the conquest. For the allies, the
country was a key place in the South Pacific
over the entire area would have lasted much lottggar two years. The conflict would have

claimed a lot more lives, introduced fundamental changes in the theatre of war, and surely
prolonged the war for a few years. The fall of the Malays and Singapore in 1942 made
Australians realise the scale of danfyjem Tokyo (Jackson R., 2008). The British, Australian,

Indian and Malayan troops failed to withstand the attack of the Imperial Japanese Army. No
help from London was also noticeable. This made John Curtin {188%5), the Prime Minister

leading two conscutive cabinets, revise his policy and enter into close cooperation with the

USA (Crowley F. K., 1973). As a result, Australia became one of the most important permanent
American bases in southwest part ofregidme Paci
The war directly affected AG9dBalliagp@an d6erariir
launched more than 100 airstrikes in the north of the country. The two largest ones, i.e. on
Darwin, the capital of Northern Territory, were conducted ofréi®ruary 1942. The port and

the city were more heavily bombed than the C
For this reason, i n historiography, the Darw
Pear | Har bor o0, sessyffered dy Aamericamd (Katzenavek IR. M., 2804).

During World War 11, the Japanese correctly

were key for their strategy and success of the entire Asian campaign. Therefore, almost until
the end of miliary actions in the region, the Japanese undertook efforts to prepare conditions
for their invasion. This can be found in acc
and the Aborigines in the northern part of the continent and the existence ¢fJsgeneese

bush airfields in Australia during WW2. However, these accounts have never been confirmed.
Also, the issue of special Occupation Money, i.e. a version of currency to be used in Australia,
was being prepared. After the war, Australia enjoyedcam@mic boom. This resulted from

the huge global demand for food, wool, and industrial goods, brought about in part by further
strengthening of political, economic and military cooperation between Australia and United
States. In 1951, the ANZUS securitedty was signedlhe Australia, New Zealand, United
States Security TreapANZUSor ANZUS Treatyis the 195Xkollective securityagreement

which bindsAustraliaandNew Zealandnd, separately, Australia and tbeited Statesto
co-operate on military matters in tiRacific Oceamegion, although today the treaty is taken to
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relate to conflicts worldide. It provides that an armed attack on any of the three parties would
be dangerous to the others, and that each should act to meet the common threat (ANZUS, 2016).
As part of the United Nations deployment, Australia had earlier fought alongside tlegl Unit
States in the Korean War (194953). A decade later, based on AMZUS treaty, Australian

troops took part in th¥iethnam Warin the years 1964973.In 1987 the Unid States
announced that the treaty ceased to apply in relations with Wellington. The reason was that the
government of New Zealand declared that its country had becomelemrweapondree-

zone However, Australia, which has strong historical, cultural and emotional ties with New
Zealand, continues to regard the country as aflediged member of the treaty. Despite
considerable pressure from the US, the Australiareigoment relentlessly continues its own
policy in this respect.

As far as the economy is concerned, in 1989,
APEC (AsiaPacific Economic Caperation). Initially, its members included: Australia,
Brunei, Canada, Indonesia, Japan, South Korea, Malaysia, New Zdhkrhilippines,
Singapore, Thailand, and the United States. In later years they were lgii@tdna, Hong

Kong, Taiwan, Mexico, Papua New Guinea, Chile, Peru, Russia, and Vidllwed by

India, Bangladesh, Guam, FijRakistanSri Lanka,Macay Mongolia,Laos,CambodiaCosta
Rica,Colombia,PanamaandEcuador, which were among a dozen other economies that have
applied for membership in this organisatiorhe AsiaPacific Econont Cooperationis a
regional economic forum established to leverage the growing interdependence of the Asia
Pacific and AustralasicAPEC's 21 membem@m to create greater prosjig for the people of

the region. Their intension is to achieve spectacular results by promoting balanced, inclusive,
sustainable, innovative and secure growth and by accelerating regional economic integration.
APEC ensures that goods, services, investna people move easily across borders.
Members facilitate this trade through faster customs procedures at borders, more favourable
business climates and aligning regulations and standards across the region (APEC, 2016).
Today APEC f or msobusttamd fagtestr gfowirig comomis drea.

4. MODERN AUSTRALIA

In the second decade of the 21st century Australia is a modern and developed country, whose
economic potential by nominal GDP makes it the 12th largest economy in the world. Australia
has thdifth -highest per capita income in the world. The Australian economy is dominated by

its service sectgrcomprising 68% of GDP. The mining sector represent§Vi@tie, 2012)f

GDP; including services to mining, the total value of the mining industry in-2009as 8.4%

of GDP (Mining Industry, 2012). Economic growth is largely dependent on the mining sector
and agricultural sector (12% of GDP) with the products to be expodedy to the East Asian

mar ket (Farm Fact s, 2012) . Table 1 features
2015.

Table following on the next page
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Table 1: Australia Economy Data (2012015)

(http://www.focuseconomics.com/countries/austrglia

No. Subject 2011 2012 2013 2014 | 2015
1. | Population (million) 22.5 22.9 23.3 23.6 23.9
2. | GDP per capita (USD) 66,807 | 68,020 | 64,615| 61,203 | 51,320
3. | GDP (USD bn) 1,504 1559 | 1506 | 1,444 | 1,225

Economic Growth
4. | (GDP, annual variation in % 2.7 3.6 2.0 2.7 2.4
Consumption
5. | (annual variation in % 3.2 2.3 L7 2.8 2.8
6. | Investment (annual variation in %) 7.0 9.2 -1.8 -1.9 -3.9
7. | Exports _(Gpoo_ls and Services, 0.1 58 59 6.7 6.0
annual variation in %
8. | Imports i i
(G&S, annual variation in % 111 6.1 1.8 L7 L7
9. | Industrial Ffro_duc_tlon 12 33 21 45 16
(annualvariation in %)

10. | Unemployment Rate 5.1 5.2 5.7 6.1 6.1

11. | Public Debt (% of GDP 24.2 27.8 30.8 34.1 36.8

12. | Exchange Rate (vs.USD) 1.02 1.04 0.89 0.82 0.73

13. _Infatlon Rate (CP_I-c_ons_,umer price 33 18 o5 o5 15

index, annual variation in %

14. | Stock Market 452 | 135 | 148 | 07 | -08

(annual variation in %
15. | Trade Balance(USD billion) 35.9 6.2 20.5 12.2 | -11.9

The Australian economy has been plunging since 2013 and did not overcome the downward
trend in 2014 or 2015. Conservative forecasts suggest poor economic figures for 2016, too. The
international situati on, I n pardof China,a.e. t he
Australiads | argest trade partner, i's most |
(Australian economy, 2015Expanding credit and dependence on China make Australia
vulnerable to global shock$?0or economic performance of Canbe a 6 s ot her i
partners, namely the USA, Japan, and the European Union, have also had a negative impact on
the results. The drop in prices of products traditionally exported by Australia, such as coal, iron
ore, aluminium, bauxites, meat, wool, whaad barley, has further worsened the already bad
situation. It seems that the country in the Antipodes is experiencing the biggest economic
downturn in its contemporary history. A few years ago nothing indicated this, as luckily none

of the three wavesfdhe global financial crisis of 2008 reached Australia. One can only hope
that the current government, led by Malcolm Turnbull, an experienced politician aware of the
countrybdés difficult sitwuation, wil!/ be abl e

mj

5. AUSTRALI A6S POLI TI CAL AND ECONOMI C | MPORT
Australia is a developed country. The countr
advanced, highg oncentrated production and centrali:
continent has enormous natural resources. Australia is a leader in mining bauxites, iron ore,
lead, and gold. It also has silver, uranium, zinc, copper, and nickel. Mining and processing of

oil and natural gas are conducted on a large industrial scale @tealso abundant deposits

of precious stones, including sapphire and opals. After discovering abundant diamond deposits
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in 1979, Australia caught up with South Africa in their production. There is a diversified
industrial sector, in which 25% of the vking population works. The sector accounts for

around 27% ofross domestic produdiostly food andobaccoproducts are produced, but

the machineandhighech i ndustries are also highly deve
in this respect include computers, chemicatg] car manufacturing. There are even local car
manufacturers, for exampldolden(part ofGeneral Motorsor Ford Australia However, in

this field it is not easy to match strong foreign competition. Japanese carmakers, such as
Mitsubishi Nissan and Toyota, also have their factories orcdmtinent. Production of huge

trucks, which form the so called Aroad train
domi nat ed Mgck Prumksyrincfoom Blath Carolina (Mack Trucks, 2016).

Agriculture is one of the main sectors of Aus a | i a 6 $arming tandmwvens in total ca.

385 mln ha (3,850,000 km). Thi s accounts f

Agricultural production is concentrated primgrih the eastern part of the country, mostly in
Queensland, New South Wales, and Victoria. Arable land accounts for only around 5% of the
total area, whereaseadows and pasegsc onst it ut e <ca. 57% of t he
( Mol dawa T. , 1992) . The country is the worl
exports meat, primarily lamb and beef, dairy products, and crops. Even sugarcane, bananas and
pineapples are grawnin the subequatorial and tropical climate. In the subtropical climate, wheat
(53% of all crops), barley, oat, cotton, citruses, and grapes of which excellent Australian wines
are made, are grown. However, Aust wall dds e
economic situation and prices on the global market. Around 70% of its export accounts for
natural resources and agricultural produce.

The Australian dollar is the currency of the Commonwealth of Australia anetritories

including Christmas IslandCocos (Keeling) IslandsindNorfolk Island It is also the official

currency of the independeRacific Island nationef Kiribati, NauruandTuvalu Australia is a

member of théAPEC, G20, OECD, Pacific Islands ForuandWTO. The country has also
entered intdree trade agreementsth ASEAN, Canada, Chile, China, Korea, Malaysia, New
Zealand, Japan, Singaqe, Thailand and the United States (Free Trade, 2016).

The ANZCERTA agreement with New Zealand has greatly increased integration with
theeconomy of New Zealamahd in 2011 there was a plan to form an Australasian Single
Economic Market (ANZCERTA, 2016).

Also very important is thdustraliai United States lee Trade Agreeme@USFTA). Itis a
preferential trade agreemedmgtweenAustraliaand theUnited Statesnodelled on thélorth
American Free Trade AgreemeMNAFTA). The AUSFTA was signed on 18 May 2004 and

came into effect on 1 January 20@pecialtariff rate quotasre part of thegriculture section

of the agreement. These quotas allow Australian producers to export increasing amounts of
these products free of duty to the United States during the tariff elimination period. The
following agricultural products are designated: beef, dairy, tobacco, cotton, peanuts, avocados
(Armstrong S., 2015). Nonetheless, the regional economic cooperation with Beijing is most

i mportant f or AleselatioaslbetveénustatiacanddChnacharacterised

by strong trade bonds. China is Australiabs
source of resources for China. More recent trends show that Australian exports are now
expanding well beyond the resource sector. In receatsy new life has been breathed into
negotiations for a free trade agreement between the two countries. During the then Prime

Mi ni ster Tony Abbottds April 2014 visit t o
agreement could be reached before thé @h2014, and in the wake of the Brisbane G20
Summit in November 2014thedéas dr aft detail s were rel easec
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The deal (known as ChAFTA) was formally signed in June 2015, and in October 2015
Opposition Leader Bill Shorten announced that Labour wbaltk the deal after reaching a
compromise with the Government on elements of the agreegieing the deal bipartisan
support (Relations, 2016)he tweway trade between Australia and the world is presented in
Table 2.

Table22Au st r al i-wdysadingpatnetsim@014
(goods & servces trade in $ billion)
(http://dfat.gov.au/trade/resources/tradéa-glance/pages/default.aspx

Rank Country Exports Imports Total trade
1. China 98.210 54.258 152.468
2. Japan 50.247 19.971 70.218
3. United States 18.510 41.932 60.442
4. Republic of Korea 22.017 12.609 34.626
5. Singapore 12.085 18.102 30.187
6. New Zealand 12.125 11.343 23.468
7. Malaysia 7.923 12.873 20.796
8. United Kingdom 8.319 12.469 20.788
9. Thailand 6.105 12.873 18.978

10. Germany 2.867 13.859 16.725

When analysing Table 2, one can notice that Australia has a trade surplus with China, Japan,
Republic of Korea, and New Zealand, whereas it imported more goods and services from other
countries from the top ten list, namely the United States, Singapolayséa United Kingdom,

Thail and, and Ger many. Al so, it can be cl eal
with East and Southeast Asia. One exception here is the United States. For United Kingdom

and New Zealand, the relatively high level wbtway trade is due to historical conditions.

In 2015 there was a fundamental change in the second and third place among thentap two

trading partnersChi na was st i || Au st rway goadand dergicegy e s t
trading partner, acemting for 23.2% (USD 155.5 billion) of total trade. But the United States

was the second largest trading partner accounting for 10.5% (USD 70.2 billion) followed by
Japan, accounting for 9.7% (USD 65.1 billior
accounting for 28.8% (USD 91.3 billion) of total exports in 2015, a drop of 7.0%. Japan was
Australiads second | argest export market (US
of America was Austral i ads ilon),updyl9.8%.Gknat exp
was Australiads | argest i mport source, accou
in 2015, wup by 18.3%. The United States was
48.1 billion), up by 14.3%, and Japan wasi st r al i aés third | argest
billion), up by 14.4% (Composition of trade, 2016). The considerable economic slowdown in
China, Japan and the United States badly hi!:i
initial estimates, 2016id not bring any significant improvement either. Nonetheless, Australia

is one of the most important trade player in East Asia and, in a broader sense, in the entire
Pacific Ocean basin. The countrybés poaitical
organisations of local and global importance improve stability of the whole region.

6. CONCLUSION

Australiads economy relies heavily on export
the potential limitation of the ability to sell goods and services to foreign countries would
t hreaten the countryds econo itmerstheeeare basiellyc e. A

only three that matter, i.e. China, the United States, and Japan. The other ones would not be

61


http://dfat.gov.au/trade/resources/trade-at-a-glance/pages/default.aspx

19" International Scientific Conference orcBnomic and Social Development
Melbourne, Australia9-10 Februarn2017

able to absorb the continentds exports. Howe
USA, and Japan, are not dependent otetmgith Australia and do not have to rely on resources
from that country. China is strengthening its resources cooperation with Russia. Recently
Tokyo has been taking steps to break the deadlock in contacts with Moscow (Putin in Japan,
2016). The United &tes have their own resources and, as part of NAFTA, also access to the
resources of its northern neighbour Canada.
policy seems adequate in todayo6s sipgannas i on.
while diversifying trade contacts with smaller market players to the largest extent possible is a
reasonable and currently probably the only solution. However, a question should be asked:
Could Australia become an economic power and sihgtededly drive the economic situation

in the region?

Unfortunately, the answer to this question is no. Currently Australia does not have the right

amount of human <capital to achieve such po
continues to be a few timesaot@mall to handle the challenge of dominating the South Pacific
and East Asi a. It is obvious that in todayods

more than 100 million that matter. Table 3 shows a few examples confirming the trend.

Table3: List of countries by population
(https://en.wikipedia.org/wiki/List _of countries and dependencies_by population)

Rank | Country Population Date % of W.Oﬂd

population

1 China 1,380,530,000 21 December 2016 18.5%

2 India 1,309,510,000 21 December 2016 17.5%
3. United States 325,192,000 21 December 2016 4.35%
4. Indonesia 260,581,000 1 July 2016 3.49%
5 Brazil 206,856,000 21 December 2016 2.77%
9. Russia 146,727,405 1 September 2016 1.96%

10. Japan 126,920,000 21 December 2016 1.7%
11. Mexico 122,273,000 1 July 2016 1.69%
12. Philippines 101,953,000 21 December 2016 1.39%
53. Australia 24,468,057 23 December 2016 0.33%

With its population of slightly moréhan 24 million, Australia is far down the list, in thé 63

pl ace. Al t hough Australiab6s population is coa
due to hundreds of thousands of immigrants rather than the birth rate of its own citizens.

T o d a ymigrants are essentially people coming from all over the world. This complicates

and diversifies ethnic relations in the continent. However, already in the 60s of the last century,
the government in Canberra abandommeddiontohe i de
immigrants from Englistspeaking countries, such as Great Britain, New Zealand, the United
States, South Africa, Ireland, and Canada, more and more people come from East Asia and
Central Asia, from countries such as China, India, the ggiles, Vietham, Malaysia, Sri

Lanka, South Korea, Hong Kong, Indonesia, Iraq, Thailand, Nepal, Bangladesh, Afghanistan,
Uzbekistan, Taiwan, or Pakistan. 201415, net overseas migration reflected an annual gain

of 168,200 persons, down by 9.8% from 2443 An estimated 339,000 people moved
interstate in 20145, down by 2.9% from the previous year. As at 30 June 2015, 28.2% of
Australiads estimated resident popul ation (€
2016). The current population Alistraliais 24,468,057as of Wednesday, 21
December 2016, based on t bAai sltatad sita 6sn iptoepdu | Naat
for 0.33%o0f thetotal world populationAustraliaranks numbeb3in the list ofcountries (and
dependencies) by populatiofihe population density in Australia is 3 per (@ people per
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