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Editorial Foreword 
 

Welcome to the 13th volume of the Review of Applied Socio-Economic Research! 

It is an invitation to a new exciting journey through concepts and ideas together with authors 
from various countries who joined forces to an ultimate goal: to serve science and research. The 
topics range from social media, demographic issues, innovation and productivity to public 
administration, financial aspects and interesting traditions, covering a wide spectrum of interests.  

A special word should be said about an article nominated among the first three runer-up articles 
of the research competition European Microfinance Network (EMN) Research Award 2017 – 
Romanian credit unions – self-organising for financial education and inclusion, by Ancuta 
Vamesu and Cristina Barna (http://www.emnconference.org/index.php/awards-
2017?layout=edit&id=207 ), about the role of the Romanian credit union sector in combating 
financial exclusion and delivering financial education.  

On the other hand, we have the privilege of publishing in this issue of our review a selection of 
other exceptional articles that I am happy to recommend below. 

Jana Gašparíková deals with the new requirements in a time of austerity and the pressure on local 
political leaders, on the mayors in particular and the need of adopting new ways of working in 
the Slovak Republic. From Israel, Ayal Kimhi and Sarit Menahem-Carmi raises the issue of the 
dependence of rural income on urban centers. Professor Benjamin George from Utah University, 
USA, proposes a comparison between the use of a social networking site and a traditional 
discussion board in facilitating communication within an introduction to landscape architecture 
course. Two distinguished authors from Italy, Anna Maria Palazzo and Roberto Fantaccione, 
investigate the impact that a possible increase in fertility rates and the control of immigration 
have on population stationarity. A team of researchers from Italy and Greece, Marco Zitti, 
Efstathios and Lucqa Salvati, propose an interpretation of Mediterranean urbanities based on 
socioeconomic traits. From Jordan, Najm A. Najm and Alaa K. Manasrah elaborate upon the 
concept of talent management in a case study upon Jordanian banks. Aleksandra Skorupinska 
proposes an evaluation of information and communication technologies (ICT), organisational 
practices, internationalization, innovation and human capital in a sample of Polish companies 
and Ulrika Söderlind, from Sweden, takes a peek into eating traditions from Georgia. 

Enjoy the ride! 

 

Ruxandra Vasilescu, PhD 

Editor in chief 
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Democratic renewal- position and activity of local leaders in 
Slovakia 

Jana Gašparíková 1 + 
1 Žilina University, Faculty of Humanities, Slovak Republic 

 

Abstract. Local political leaders are facing in time of austerity requirements of central government 

and also needs and expectations of stakeholders. Such pressures demand that local political leaders adopt 

new ways of working, new mechanisms for engaging with citizens and communities and respond to new 

structures and processes for local accountability. 

In one way cooperation with central government is important from the part of local leaders and on the 

other hand it is important to forge a vision for the locality and needs of stakeholders.  Under austerity terms, 

these challenges for local political leaders are magnified. 

Keywords: regional education, higher territorial units, position of mayors, support of primary and 

secondary education 

JEL Codes: I 20,I 21,I 24,I 28. 

 

1. Introduction 

One of the most important and urgent problems are local leaders responses to position and perspective of 
regional education system in Slovakia. Nowadays we are facing very important debate concerning position 
of regional education and its financial status and perspectives and possibility to be modified  by local leaders. 
This debate is very important for the future development of education in Slovakia. Regional and municipal 
policy in 2004-2006 forged new strategy in regional and local education. Elementary and pre-elementary 
education is also financially  supported  by municipalities and secondary education by regional territorial  
units. This complicated administrative situation in regional education in time of financial austerity is not 
ideal and asks for active approach from the local leaders. 

One of the most important tasks of local leaders and politicians is how to  find balance between  
decisions of central government concerning finance and requirements of regional education and decisions of 
local municipal leaders. Regional education faces constant problems as for instance strikes in Slovakia. Role 
of local leaders seems in this issue very important. The position of local leaders respectively mayors is very 
strong, but their competency and willingness to solve radically many shortages in education is limited.  
I would like to concentrate on one issue:  what lessons can be learned for local strong and accountable local 
leadership especially concerning education.  In our research agenda, there is central regional education 
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agenda and possibility to compare our regional education agenda with integrated education model in western 
democracies and necessity to create new strategies and visions in future for better functioning of regional 
agenda and more straightforward activity of local leaders to influence democratic and intellectual potential of 
our elementary and secondary schools and their prosperity. Having in mind all problems I wish to 
concentrate on regional education and later on the position of local leaders, mayors and their possibility to 
influence important decisions in regional education agenda in Slovakia. 

 

2. The status quo of regional education  in Slovakia 

Originally the concept of regional education went hand in hand with administrative changes in regional 
and municipal administration. 

First was necessary to establish  higher territorial units and their administrative competencies for 
secondary education. This administrative process resulting in creation  of higher territorial units is  connected 
with the development of regional policy.   Later this process was accompanied by fiscal decentralization 
process.  

 

3. Regional institutions- higher territorial units 

Codex N.596/2003 on state administration, on  schools and education institutions transferred many 
original competencies and duties  concerning education institutions from state – Ministry of Education of the 
Slovak Republic to higher territorial units. According to the 4th paragraph of Codex N.302 /2001 on 
administration of higher territorial units : higher territorial units realize general development of its territory  
and needs of people during administrative process, especially taking into account the development of 
education  in secondary schools and in other types of education. Higher territorial units due to its original 
competencies could constitute basic  art schools, language schools, boarding schools, school farms, centres 
of professional experience, service school centers, residential outdoor schools, , centers for spare-time 
activity with district and territorial scope, school centres for hobbitry  and establish conditions for education . 

In transferred competencies state administration constitutes and cancels secondary schools and centers 
for appropriate practical experience. Higher territorial units represented by their officers cooperate also with 
mayors in different agenda settings and one of their agendas are also   regional educational issues. Higher 
regional units are responsible for development of secondary schools. Mayors are responsible for 
development of elementary and basic schools in municipalities. Their position and political influence is 
novelty in Slovakia and goes hand in hand with the development of regional and municipal policy. Municipal 
policy is established by municipal government act and supports the position of mayors in Slovakia.      

 

4. Municipal government act  and position of local leaders 

Codex N.369/1990 on the status of municipalities says that municipality is an independent territorial, 
autonomous and administrative unit, it accomplishes the development of its territory and needs of its 
inhabitants. “Municipality is a legal entity and acts lawfully and independently with municipal assets. Tenure 
of municipal board is 4 years.” 
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5. Position of the Mayor 

The mayor is the highest public official of municipalities. The status of the mayor is defined by various 
duties: he represents executive authority of municipality, carries on local administration and also represents 
the municipality. He fulfills all lawful conditions as public authority and he is elected as a municipal official, 
he partakes in the fulfillment of governmental duties, he acts as a local leader. In recent years the position of 
local leaders is very strong. He is under the authority determined by law and he is responsible for the 
fulfillment of governmental duties, because he is directly elected by citizens and not by the municipal board. 
He derives his legal authority directly from the citizens and not from the municipal budget organization or 
municipal board. 

The mayor is elected by people for 4 years due to secret ballot. Mayor’s office is incompatible with the 
position of city council deputy, a statutory organ  or allowance organization promoted by municipality where 
the mayor is elected as chairman of higher territorial unit or chief officer of state administration. Mayor’s 
office is constituted as a higher institution and representative of  municipality law according to the Municipal 
Government Act. 

 

6. Joint activity of mayors- Mayor´s club  

One of the institutions supporting the position of local leaders and  mayors is the mayor´ s club. It unifies 
the activity of 30 mayors from different Slovak towns, 13 seniors and 12 alumni mayors.[4] 

The Club was founded in 1993 and its main goal was the formation of new qualitative territorial 
administration underpinning position of towns as regional centers. The Club was very active in the formation 
and establishment of a new model of public administration and in the preparation of fiscal decentralization 
model. 

The Club has very good relations with different representative institutions in Bratislava and with 
different representative international institutions. Due to these relations could be very active in different     
international projects – for EU or Visegrad countries (unifying activities of different city mayors in Slovakia, 
Hungary, Czech Republic and Poland). 

Its main target is to ensure political social, economic and financial stability of the towns. It takes part in 
grant projects.  One of the most important competencies is support of the cooperation in different projects 
upgrading cultural and institutional atmosphere in towns and cities in Slovakia. 

Mayors could also influence many strategies and priorities in towns. Locally supported mayors, who are 
members of this club, are oriented on task accomplishment and see importance of the task helping citizens 
and guiding stuff in offices. Citizen´ s agenda is very important for local politicians and positive agenda 
setting means that local leaders react on positive local support.  

This local support brings positive effects as for instance cooperation with neighbors, new projects, city 
visions and external resources resulting from different mayoral cooperation. Political support is also very 
important, because when this political support is strong, it has a strong positive impact on mayoral priorities 
and mayors, who have this political backing, Mayors of this club have very good position to realize different 
projects acceptable and welcomed by citizens. In this way it is important to see the role of mayors 
membership in club of mayors , because this membership changes substantially behavior of mayors. Those 
mayors who are members of this club have stronger positions in their decision-making and their formulation 
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of strategies and priorities inspired by possible cooperative behavior is influenced by more exact and broad 
information guaranteed by membership in club of mayors.  The other important phenomenon influencing the 
behavior   of mayors is their reelection. Those mayors who are re-elected or who were reelected had less 
interest for representation and more interest for agenda setting. 

 They need to be competent also in educational issues, because regional education is one of the agendas 
included in the competencies of mayors and higher territorial units officers and could be modified due to 
appropriate decision-making of local leaders.  

If we want to understand their position as local leaders we need to understand their sociological and 
political background, what is possible to derive from more theoretical frame. For this reason it is worth 
illustrating theoretical definitions concerning mayoral status and role in society in general.     

 

7. Theoretical definition of mayoral position  

„The structural features of municipal government in any specific country reflects a balance or 
compromise among three organizing principles: layman rule, political leadership and professionalism 
[5,p.50-51]. Whereas the layman rule   means that citizens elected for political office should be involved 
effectively and intensively in the making decisions (5,p.51), the notion of political leadership implies the 
concept of politicians promoting value choices and feeding energy and passion to policy system [5,p.52] and 
finally professionals  respond to and seek to address needs [5,p.53, referring to Swara 1990]. 

In spite of different considerations concerning power and privileges of mayors, one of the most 
important roles, which is possible to decipher without less problems is his or her political  leadership. The 
key issue is how political power is obtained, maintained or exercised and showed. The answer is formal 
structure of executive power of political actors.   Based on these considerations, Mouritzen and Swara 
distinguish four ideal types:   

- the strong mayor form - the elected mayor controls the  majority of the city council and is legally and in 
actuality in full charge of all executive functions [5,p.55] 

-the committee- leader form-one person is proclaimed as political leader of the municipality- with or 
without the title mayor. 

-the collective form- the decision center is one collegiate body, the executive committee is responsible 
for all executive functions. The executive committee consists of locally elected politicians and the mayor, 
who presides [5,p.56] 

- administrative  - the city manager who is appointed by the city council , which has general   authority  
over policy, but is restricted from involvement in administration matters. The council is headed by mayor, 
who formally has presiding and has ceremonial functions only [5,p.56]. Mostly in different large Slovak 
towns are elected mayors with very strong position and leadership. One of the status quo is how mayors are 
elected. Elected mayors are directly elected by people and their position after successful elections is mostly 
unshakable. The other important issue, what influences their position is their political attitude- if they are 
candidates for popular political party or if they are independent candidates. Their position as independent 
candidates could be enhanced by their silent support of most successful political party. On the other hand, 
mostly supporters of the popular and winning political party from the part of mayors have the guarantee of 
financial support for their activity. 
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One of the most important criteria for cooperative mayoral leadership is the phenomenon of reelection.  
Mayors who are reelected are mostly successful and popular mayors who want in their second run of their 
electorate not only concentrate on representative functions, but also on not so very popular measures, which 
will upgrade or solve some social, economic, cultural or educational problems in their towns and cities.  And 
as I said, their commitment in regional education agenda is very important.    

First it is necessary to define the status quo of regional education agenda in Slovakia and also the 
possibility of mayors to influence regional education in different cities in Slovakia and on the other hand, the  
concept of strong mayors who influence education in their cities in western democracies due to the concept 
of integrated education governance. 

 

8. Regional education agenda in Slovakia 

 Regional education is a very important agenda and directly supports intellectual potential of young 
people in different regions in Slovakia. The status quo of regional education depends very substantially on 
financial support which is recently subsidized by higher territorial units and municipal budget and also could 
be modified by local leaders and mayors, who could influence very strongly educational strategy at the local 
level. The situation influenced by latest decisions concerning regional and municipal policy has not very 
positive impact on regional education, because financial assistance from side mayors and higher territorial 
units is not very high, but there still exist some positive success stories concerning tertiary education, which 
I will illustrate later. 

Originally the concept of regional education was intended as a support of central state education from the 
organizational point of view and also from the financial point of view.   Since 2002 the activity of regional 
education agenda has started. The need to establish regional education was dictated by problems connected 
with demographic development, and consequently economic and social risks connected with the liquidation 
of schools due to demographic development, because resources for capital expenditures from central budget 
were very limited. Expenditures for school modernization and school administration were also very low. And 
that is why one of the most recent important tasks in regional education agenda is the modernization of 
school infrastructure. The debts for school modernization process  reached nearly 300 million EUR for 
Slovakia in 2002.[3] The main administrative change which positively underpinned  this regional education 
agenda were transferred and original competencies for education which started to rest administratively on the 
shoulders  of higher territorial units officers (secondary schools) and mayors (elementary and basic schools). 

The regional education agenda introduced the principle of equal financing of service costs for non-state 
schools- elementary (private schools and church schools) and state schools. This novelty in regional 
education  brought expansion of foundation of non-state schools  and problems with financing of all types of 
elementary and basic schools .The original idea connected with the existence of regional education agenda to 
eliminate number of elementary and basic schools was turned upside down – the number of elementary and 
basic schools was increased going hand in hand with increasing development of private regional education.  

Regional education is governed by Codex N. 245/ 2008 on education . Since 1st January 2013 a new 
period of fiscal decentralization was recorded - it means since transferred competencies have been financed 
from chapter of Ministry of Education of Slovak Republic, original competencies started to be  financed 
from chapter of Ministry of Slovak Republic  from tax sharing.   
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9. Integrated Governance as Bases for Regional Education and Positive 
Mayoral Influence in Western democracies 

Integrated governance occurs when the city government and the school district are operated jointly under 
mayoral leadership for both accountability and management. Integrated governance has the potential to 
affect not only school conditions, that affect families and students. In many cases and along with 
accountability for school performance , the city  mayor is given the power to appoint school board members. 

The quality of elementary and secondary schools is internationally recognized as an important factor 
contributing to the economy  and to the quality of life. An integrated governance approach attempts to 
strategically organize municipal government effects towards improving all city educational characteristics. 

Mayors have considerable influence on municipal and business leaders as well as on state officials, and 
these are better positioned to promote and coordinate educational interests than isolated school boards.  

The impetus for putting a mayor in charge of city’s schools usually stems from lack of accountability, or 
poor fiscal status, or low student academic performance.  

The position of mayor is strengthened also by integrated governance which occurs when the city 
government and the school district operate jointly. When mayoral leadership for accountability and 
management are in accord, we can speak about successful integrated governance. But one of the most 
important preconditions for it is mayoral education leadership plan, which consists of several issues. One of 
very important issues is when content is minute description of current city conditions, because these 
conditions are different in each city . 

 It is also necessary to diminish corruption in different aspects as for instance in teaching hiring - city 
council can manage different situations concerning teaching hiring at different schools. 

Integrated governance school changes must be understood within the broader control of each particular 
city and the challenges lead to a willingness to alter the top levels of educational control. 

The way in which mayors are involved varies  from low involvement to high involvement [2]and high 
political capital, deduced from election results - it means the mayor needs to have strong civic and political 
support. The mayor should have a plan with clear goals. 

The most convenient situation is when the city has stable financial conditions and the mayor should have 
a good reputation and strong possible cooperation with different stakeholders in a city and could mobilize 
resources on behalf  of different city school. The mayor must have strong personal interest and long-term 
commitment to school improvement.  Mayors need to have good analysis of city conditions. These analyses 
consist of enough important information. One of the most important factors is demographic information – 
this demographic information includes census and school district data, including current population and 
school enrollment, poverty and population data and trend data. 

Economic information of thecity includes workforce information, employment data, projection for future 
growth. 

This mayoral strong cooperation is based on authority and accountability and it includes the 
interrelationship of the mayor, and school board and the city council. This interrelationship is based on 
different sorts of plans: on educational plan and on financial plan. This educational plan is based on 
educational performance indicators. Financial plans need to describe how the new cooperation will influence 
district operations and financial stability. 
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The integrated governance in different cities in western democracies is based on different principles and 
coincidences. First of all, the mayor should have broad political support. This general characteristic is very 
important to take into account in a way to understand how the situation is realized in different countries (in 
western democracies). To be more concrete, it is necessary to concentrate real cases where this integrated 
education governance exists.   

 

10. High mayoral influence in western democracies 

In recent years many cities in the USA (like for instance New York or Boston) have shifted governance 
structure to give more control to mayors in the hope that such changes would ultimately lead to improved 
school quality and student achievements and diminish turmoil in the school system. 

The ways in which mayors have become more engaged with schooling system have varied –from low 
involvement (for example, trying to influence traditional school board elections) to high involvement 
(gaining formal control over the schools or appointment of school board members). Just as each US city is 
different, so are the impacts of integrated governance changes. 

In recent years in US towns focus on school reform is based on creation of decentralized office control 
due regional superintendants. The office of superintendants was very inconsistent- in the eighties was 
abolished and in 2000 was newly established and exists until now.  There is necessary cooperation among 
school board of elected members and mayor. School board is the advisory body and does not react to citizens 
complaints and that is why it is important to establish more flexible channel of information concerning 
broader school environment –a part of the city where is school building located.  Mayors stress that they are 
in a better position to integrate wide city services (such as land use, transportation, after school-program and 
children s services with the schools). 

Opponents to mayoral control assert that school board appointed by the mayor will result in less 
democracy because voters have fewer elected choices and cannot vote for board.   

In some towns, the nominating committee effectively minimized the mayor s ability to select school 
board members and replaced the traditional board with a corporate –style board. Under the new structure, 
only one of five board members was to focus in education. More power is granted to mayors with good 
entrepreneurial activity. While school changes occur, also professional changes and student performance, it 
is necessary to support this integrated governance.  

 

11. Regional education agenda in Slovakia and  integrated governance and 
strong mayoral influence  

Integrated school governance in Slovakia does not exist in a form that was and is accepted in western 
democracies. The main importance of regional education - especially for possibility to harmonize different 
aspects of regional education as is for instance indoor education supported by outdoor education - different 
hobbitry activities is not  very much accessible at our regional schools. For integrated regional education is 
also very important school equipment- not only to support institutionally entire education process on regional 
level, but also to enable children to   socialize together in nicer and more stimulating school environment. As 
was mentioned before the modernization process in regional education formulated one urgent goal –to 
upgrade school infrastructure especially in remote regions and avoid negative impacts on regional education 
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reputation and also consequently not competitive school environment, what influences also position of 
teachers and also pupils at different schools. 

This consequently influences also the professional education space - where teachers and pupils can 
cooperate and the possibility to increase also their claims not only in terms of education process, but also in 
different outdoor school activities.  

Still in Slovakia does not exist this integrated governance, because mayoral influence is not so strong 
and omnipotent.  In regional education is still important model of strong state control, what is realized by 
state inspection.  

This state school inspection was established according the paragraph 8 /5 and Code N.542 /1990 on state 
governance in the field of education and educational governance in accord with Code N.301 /1999 
concerning Ministry of Education of Slovak Republic. 

The entire school inspection governance consists of different school centres . Those school inspection 
centers are in Bratislava, Trnava, Trenčín, Nitra,  Žilina, Banská Bystrica, Prešov, Košice  - and those centers 
can cooperate with other regional centers according regional education needs. Main goal of state school 
inspection is to  control  and inspect  the pedagogical and educational activity of professional education 
board and management at different state schools and also technical conditions of education. 

The state school inspection performs the control and management of the above-mentioned activities and 
accepts complaints and answers claims, and probably reviews claims concerning pedagogical and 
professional management.     

In some cases these state school inspectors cooperate with mayors in bigger cities. It is a pity, that in our 
legislation concerning mayors’ competencies are not included more competencies for regional education 
agenda and possibility to establish integrated education governance. The mayoral influence on the 
management of schools is not so strong, in spite of it that municipalities are grantors of elementary schools 
and higher territorial units are grantors of secondary schools. The mayoral position is very often in sharp 
contradiction with different school missions and their activities in different municipalities in Slovakia.    

 

12. Negative cases of regional education agenda in Slovakia 

One of the negative cases what underpins crises in regional education is underevaluation of teacher’s 
social and economic status, which influences very substantially degradation of various schools and the status 
quo of teachers and reputation of various schools in different municipalities. The cooperation of school 
management especially in small municipalities with mayors is also not quite ideal. This negative economic 
and social teacher’s status reached its climax and resulted in a general strike of teachers from elementary and 
secondary schools in January 2016. 

 The strike was organized in all regions of Slovakia and mostly one third of regional schools took part in 
this strike. 

  Many teachers went on strikes to criticize very bad situation in regional education. The strike was 
concentrated around three important issues: 

-across-the-board wage increase for teachers about 140 EUR in 2016 and in  year 2017 about 90 EUR 
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- advanced adjusted budget for school equipment-to increase budget for schools  about 400 mil. EUR 
with final goal to unify the school equipment in different schools in different regions  

- re-evaluation of further education for teachers, to establish credit system for further professional 
qualification process for teachers[9]. 

All three issues reflect a not so positive situation in regional education and position of teachers at 
regional schools. Their social and economic status is very low and that is why their substantial claim was 
salary increase. Additional teacher´s claims were concentrated not only on this original claim, but their 
requirements included upgrading of school environment, because especially  regional schools in most remote 
regions and municipalities could not be proud of their equipment. 

The last claim was also crucial for teachers and their future social and educational status quo. It is also 
very important to support further institutional education, because teachers need to develop their teaching 
skills and professional background. In a way how is organized their further education is also guaranteed their 
professional and consequently social status also for future. It should be added that this strike was also 
supported by professors from universities and technical high schools. The claims of professors from 
universities were not specified, they simply supported requirements of teachers from regional schools. 

It was very surprising that officers from higher regional units and mayors in municipalities did not 
support these conditions and claims. The regional educational protests did not bring any reaction from the 
higher territorial units officials and mayors, only from the central Slovak government. The central 
government promised to increase teacher’s salary about 6 percent this year and to improve material-technical 
school resources in general for elementary and secondary schools.  

It means it is necessary to work out a new legislation and also strategies for local leaders to be more 
interested in the education agenda and also willingness of different schools to be more open in their activities 
with their neighborhood and especially with local leaders.  

 

13.  Success story in Žilina 

In Slovakia it is also possible to illustrate some success stories concerning strengthening the mayoral 
influence on regional tertiary education. We can see a very positive influence of Žilina mayor on tertiary 
education. This success story concerns the Faculty of Informatics in Žilina University. Mayor’s city 
governance supports close relations between American firm Global logic and University of Žilina. The 
daughter company Global logic, which was established in 14th March 2016 in Žilina  opens new working 
places  with high added value there. This  firm strengthens good collaboration with Žilina university faculties 
and also increases good reputation for town Žilina- both these aspects are increased due to strong mayoral 
support.[14]  

Global logic works on the development of new types of insuline pumps and different sorts of application 
of mobile phones connected with households and cars. Žilina mayor supports this activity and possibility to 
create new potentials to broaden cooperation with tertiary education sector.  The Dean of the faculty is also 
very much inclined and enthusiastic about this cooperation. 

The firm has main headquarter in Sillicon Valey and its sister company in Žilina brings new challenges 
for social and educational agenda in Žilina. The mayor of Žilina should work out a new strategy of his town 
including also new regional education agenda. This activity will increase reputation of Žilina university and 
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possibly support also cooperation of this university with  secondary and elementary schools oriented on dual 
education in Žilina. 

 

14. Regional administration in Slovakia 

Generally speaking one of our municipal important problems is that our hierarchical structure of regional 
governance does not help our local leaders to be more flexible and cooperative at the local level. The strong 
critique of French bureaucracy by M. Crozier in accord with our critics of strong  Slovak central government  
criticize hierarchical model and explains that centralization means overload of regional centers and  isolation 
in between hierarchical categories  evoking many conflicts among different local officers on the same level, 
among different subjects on different official  level. It is necessary to set free hands to local leaders to be 
more free and creative in their decision-making processes [11]. 

The other important factor influencing the possibility to be more creative and cooperative for local 
leaders is the establishment of different networks oriented on different local problems as it is also for 
instance  regional education and establishment of different types of local elementary schools including also 
kindergartens. This networking is based on the possibility to lead dialogue among different involved 
subjects. In Germany there is the Bertelsmann foundation supporting cooperation among different cities 
under slogan of   City of Tomorrow. One of the criteria for this new trend is the possibility to reach long 
lasting goals, which bring more prosperity to different cities and also possibility to support also integrated 
regional governance. 

 

15. Conclusions - New strategies –some positive trends in Slovakia 

Our elementary and secondary schools are budget-based organizations and their economy has certain 
limits in general. Financial resources addressed to education come also from the municipal budget and are 
more generous than resources coming from the state budget. Mayors support modernization of schools and 
school equipment from municipal financial resources. The municipal budget for regional education is 
covered from 85% by state budget and from 15% by municipal budget. [8] Thanks to the activity of mayors 
during the last ten years were cut down and eliminated debts at schools and increased their effectiveness due 
to financial injections from the municipal budget. Especially mayors from large cities diminished debts of 
elementary schools, levy payments, control of school directors, monitoring their activity and their 
professional responsibility  

 On the other hand, schools should have visions based on their institutional autonomy and must exist in a 
steady economic and political environment. They need to have their special mission founded on mid-term 
and long-term monitoring of their activity and progress of their pupils, effective exploitation of human 
resources, data collecting etc. The quality of schools is internationally recognized as an important factor 
contributing to the economy and the quality of life in the cities. „Rather than an increase in individualisms 
and fragmentation, we will witness the growth in social cohesion and accountability. A social–engineered 
dictate of state apparatus can never achieve this“[12,p. 130]. An integrated governance approach attempts to 
strategically organize municipal government effects towards improving all city characteristics. Mayors have 
considerable influence with municipal and business leaders as well, as state officials, and thus they are better 
positioned to promote and coordinate educational interests than isolated school boards or superintendants.   
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Mayors should have more competencies for concerning regional education agenda, because their 
strategies and plans could open new dimensions for a new quality of life for children and young people. 
Cities and municipalities must be built as new centers for a new educated young generation. 
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A study of traditional discussion boards and social media within an 
online landscape architecture course 
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Abstract. Distributed design education is increasingly important in the education of designers. However, 
there is persistent concern about the ability of distributed design education to facilitate the rich 
communication necessary for the critiquing and collaboration that normally occurs within a design studio.  
This paper compares the use of a social networking site to a traditional discussion board in facilitating 
communication within an introduction to landscape architecture course.  The study found that students 
engaged in more meaningful discussion when using the social networking site, but that the social networking 
site did not produce any measurable improvement in the quantity or depth of interactions between students.  
The results suggest that social networking sites alter the type of communication students engage in, but 
should utilize students’ existing social networks to be most effective as there is insufficient time within an 
individual course for students to build a new social network around their course peers.  The study concludes 
that emphasis should be placed on how pedagogical decisions might foster improved communication between 
students, and suggests that pairing social networking sites with additional pedagogical requirements could 
produce substantial gains.   
 

Keywords: online design education, social media, communication technology 

JEL Codes: Y80, Y90 

1. Introduction  
Distance education has steadily grown in popularity and importance across higher education.  However, 

despite rapid advances in the pedagogy, technology, innovation, and demonstrated efficacy of online 
education, the design field of landscape architecture has been slow to broadly adopt online education 
(Artunç, 2016; Author, 2014a; Li, 2007).  At the same time, there is an increased demand for landscape 
architects in the global market, but recent assessments note that the traditional face-to-face educational 
system in landscape architecture is unable to meet these demands (Landscape Architecture CEO Roundtable, 
2007).   

While online design education, hereafter referred to as distributed design education (DDE), can play a 
critical role in addressing this educational capacity shortage, DDE researchers have been persistently critical 
of the ability of DDE to foster meaningful social interaction between participants and develop a learning 
community that supports the critical discussion that contributes to successful learning within the traditional 
design studio.  Kvan (2001) noted that students collaborating at a distance had difficulty developing trust 
while working on a design, and problems with communication and building social trust between users in 
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digital environments has been noted by other researches (Kahai, Carroll, & Jestice, 2007; Saghafi, Franz, & 
Crowther, 2012).  This lack of trust makes it difficult for students to form a community of learning of the 
same quality that occurs within a traditional face-to-face design studio.  This highlights why design 
instructors consider face-to-face interaction to be critical in design education; to facilitate communication, 
rapport, and trust building through the immediacy of feedback that provides the efficient social negotiation.  
DDE researchers have speculated that new technologies and platforms, such as social networking sites 
(SNS), could facilitate similar types of social interactions to that which occurs in the traditional studio (Ham 
& Schnable, 2011; Wang, 2011).  SNS grew out of the advent of Web 2.0 technologies and are built around 
social connections that enable fluid interaction and collaboration between users (boyd & Ellison, 2007; 
Greenhow, Robelia, & Hughes, 2009).  Examples of SNS include the well-known social media sites 
Facebook, Twitter, and LinkedIn, as well as broader categories of media such as blogs, wiki platforms, and 
virtual worlds (Manca & Ranieri, 2016).  SNSs have dramatically grown in popularity in the last decade and 
have begun to make steady inroads into the academic world, with over 40% of educators reporting that they 
use social media in the classroom (Barczyk & Duncan, 2013; boyd & Ellison, 2007; Manca & Ranieri, 
2016).  

Junco, Heiberger, and Loken (2011) found that faculty often adopted SNS in their classrooms as a way to 
motivate students to engage in the learning process.  Furthermore, the social character of SNS appears to be 
ideally situated for use in education because effective learning communities are based around social 
relationships (Lave & Wenger, 1991).  As a result, researchers have hypothesized that SNS can be used as an 
effective community building tool to mimic the social interactions that occur within a traditional classroom 
(boyd & Ellison, 2007; Grimes & Fields, 2012; Hew & Cheung, 2013). 

Much research has focused on measuring attitudes of the use of SNS and the novel application of SNS 
(Barczyk & Duncan, 2013; Cooke, 2015; Karvounidis, Chimos, Bersimis, & Douligeris, 2014).  Ractham, 
Kaewkitipong, and Firpo (2012) found that 55% of students believed Facebook assisted in their learning 
process.  Ham and Schnable (2011) reported an even higher level of enthusiasm from students, as 80% of 
students had a positive opinion of the use of social media in their course.  Ellison, Steinfield, and Lampe 
(2007) found a correlation between some types of SNS use by students and a feeling of social belonging 
within the university community, and the ability of SNS to assist in community building was confirmed by 
Barczyk and Duncan (2013).  However, few of these studies clearly demonstrate substantial measurable 
learning impacts from the use of SNS. 

The larger body of research on SNS has been more descriptive in nature, relating the novel application of 
SNS to various eduational settings or subjects.  Caswell, Jensen, Lee, and Shelton (2010) described of the 
use of Twitter to recreate historical events.  The Author (2014b) used Pinterest to help students organize and 
analyze design material.  Jalali, Sherbino, Frank, and Sutherland (2015) examined the use of Twitter in 
supporting learning amongst participants at academic conferences.  Benetoli, Chen, and Aslani (2014) 
examined several uses of SNS within pharmacy education which were descriptive in nature.  These studies 
represent just a handful of the diverse applications of social media across many fields.    

Despite the research on, and experimentation with, social media within the classroom, researchers 
believe that additional research is sorely needed, especially to measure the direct impacts of social media on 
the learning process and learning outcomes (Crook, 2012; Manca & Ranieri, 2016).  Barczyk and Duncan 
(2013) have stated that more research needs to be conducted on the how effective SNS are at building a 
learning community within the classroom environment.  Cooke (2015) similarly echoes the need to study the 
impact of SNS on specific aspects of education, in order to understand the impact that SNS has across the 
pedagogy.  
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2. The Scope of this research 
This research evaluates the effectiveness of SNS to facilitate discussion between students in comparison 

to traditional discussion boards used in a learning management system.  Discussion boards are a ubiquitous 
element of online education as the primary mechanism through which students can engage in dialogue with 
their peers and instructors (Palmer, Holt, & Bray, 2008).  Discussion boards have been found to be an 
effective way to decrease feelings of isolation amongst online students (Kirkwood & Price, 2005) and 
contribute to a sense of community building (Davies & Graff, 2005).  However, the effectiveness of 
discussion boards is limited by the degree to which students actively participate with each other in discussing 
and negotiating a shared understanding.  Wise, Hausknecth, and Zhao (2014) found there has been 
insufficient research on how students interact on discussion boards, but that there is a general assumption 
amongst educators that students conscientiously read and respond to their peer’s posts.  What research has 
been done has shown a generally low pattern of engagement by students (Brooks, Greer, & Gutwin, 2014; 
Palmer et al., 2008; Peters & Hewitt, 2010; Wise et al., 2014).  Because building a successful learning 
community is contingent upon students engaging in legitimate social interactions with their peers and 
mentors, these findings raise serious concerns about the effectiveness of current online discussion boards in 
fostering community-building within an online course (Lave & Wenger, 1991).  

The leading theories of design pedagogy are heavily reliant upon the physical setting of the design studio 
to facilitate social interaction in order to give impetus and drive to creative ideas (Schön, 1985; Fischer, 
2004).  Design educators believe discussion boards are insufficient to create the type of social interactions 
essential to design learning (Author, 2014a).  However, the social aspect of a SNS has the potential to 
facilitate the rigorous social interactions that have been found lacking in DDE (Ham & Schnable, 2011; 
Wang, 2011).  The collaboration of the design studio may be replicated through a SNS, which enables 
individuals to meet, interact, and develop a relationship, and then “create, consume, and share” material 
developed through a collaborative process (Greenhow et al., 2009). These features of a SNS support the 
belief that the medium may be an effective means of facilitating the rich social interactions that have been 
lacking in previous instances of DDE, specifically the creative and collaborative process, which is reliant 
upon interaction within a socio-cultural context (Fischer, 2004).  

This research compares the communication that occurs on discussion boards and SNS during a design 
project to analyze how students interact by examining the frequency of posts, number of interactions, and the 
subject matter of the posts.  The objective of this research is two-fold.  First, it will help provide educators 
with a better insight into the effectiveness of SNS as an educational tool for fostering community-building 
through attentive communication on the part of students and, secondly, it will evaluate the effectiveness of 
SNS as a tool for promoting improved engagement in design-centric conversation between DDE students.  

3. Context 
The course used in this research is an introductory landscape architecture course at a university in the 

United States.  The course has a diverse range of students enrolled in terms of year-level and declared major.  
In general, very few of the students are landscape architecture majors, or majoring in a related design field, 
but are taking the course to satisfy university general educational requirements.  This course was first offered 
online beginning in 2004.  Beginning in 2009, the course began to incorporate a series of design exercises, 
and the design component of the course has become both increasingly important to the curriculum and highly 
popular with the students.  However, course evaluations have consistently shown that students are unhappy 
with the course discussion board and the feedback they receive on their designs via the discussion board.   
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4. Methodology 
For this study, a SNS was created using the Ning platform, which enables individuals to create a SNS 

that is customizable to their particular needs.  Ning was selected over an established SNS, such as Facebook, 
because of the ability to customize the available features and create a closed network available only to the 
students enrolled in the course.  Students in the course (n=30) utilized the SNS from the first week of class 
and, at the beginning of the course, were given an assignment to familiarize themselves with the functions 
and use of the site.  During the final three weeks of class, students were required to post their design 
exercises on the SNS and post a critique of no fewer than two of their peer’s projects.  This requirement was 
intended to instigate communication between students and provide a starting point from which social 
interactions would organically progress.  Further interaction was not required, primarily because the purpose 
of the study was to determine if the nature of an SNS would encourage students to interact in a meaningful 
way, and it was felt that introducing pedagogical scaffolding requiring a high-level of interaction would 
complicate determining the impact of the SNS.   

Following the completion of the course, the social interactions between students were analyzed to 
determine if students were engaging in significantly more social interactions on the SNS, which is 
specifically designed to facilitate social interactions, in comparison to the LMS, which is primarily meant to 
facilitate learning through curriculum management.  Specifically, there was an analysis of the number of 
interactions that occurred on each post, the levels of interactions (level one being an initial response, level 
two being a reply to that response, etc.), and the content of the posts.  Additionally, a word count was 
conducted to uncover any difference in the length of posts on either the LMS or SNS.  These findings were 
then compared to the same data from student posts on the Canvas LMS from the previous semester (n=24) to 
determine if there was any substantial difference in the social interaction between the SNS and the LMS.  
Other than the student cohort, the same learning material and assignments were used in both semesters.  

A content analysis of student’s comments was conducted to determine if either platform encouraged 
deeper commentary and participation by students, or in some way altered the type of communication that 
took place.  Content analysis has been used to analyze discussion board posts and proven to be an effective 
method for evaluating student interactions (De Wever, Schellens, Valcke, & Van Keer, 2006).  Paired with 
the analysis of the depth of conversation that occurred, it is possible to make an assessment on whether the 
SNS facilitates changes in the type and/or quality of discussion that occurs amongst the students.  To conduct 
the content analysis, comments from students were open-coded line-by-line.  After completing the initial 
coding round, a synthesis round was conducted in which the initial list of codes was analysed and similar 
codes were grouped together.  

5. Results 
The results found that the number of interactions, level of interactions, and post word counts on the SNS 

and LMS were comparable.  There was a modest increase in the average number of student responses per 
post on the SNS, with 2.59 responses compared to 2.4 on the LMS.  Very few of the conversations advanced 
into multiple levels of interaction on either system.  Only two social interactions (of 188 possible 
interactions) advanced beyond the first level on the SNS.  Likewise, only two social interactions (of 160 
possible interactions) advanced beyond the first level on the LMS.  In all four of these instances the original 
post had garnered a high number of total responses from peers, and all were in the upper quartile of 
responses per post.  The word counts for initial posts on the SNS and LMS were 121 and 135, respectively, 
and 63 and 77 for responses (see Table 1).  None of these results were statistically significant and suggest 



ISSN: 2247-6172; ISSN-L: 2247-6172 
Review of Applied Socio- Economic Research 

(Volume 13, Issue 1/ 2017), pp. 20 
URL: http://www.reaser.eu  

e-mail: editors@reaser.eu 
 

that there is little difference in the inherent ability of the SNS to encourage social interactions between 
students at a rate higher than a traditional discussion board.  

 

 

Method Total posts 
Average # of 

responses 
Second-level 
interactions 

Avg. initial post 
word count 

Avg. response 
word count 

LMS 160 2.40 2 135 63 

SNS 188 2.59 2 121 77 

 
Table 1: Response rates, depth of interaction, and word counts for the LMS and SNS.  

 

The coding process resulted in the identification of 30 initial codes.  After reviewing all of the coded 
comments, these were consolidated into 15 codes, which were subsequently grouped into the four thematic 
categories of design, pedagogy, self-reflection, and social.  The design category included the codes of 
critique, design description, design context, and process; the pedagogy category included the codes of 
assignment difficulties and pedagogy; the self-reflection category included the codes of comment on 
personal ability and experience; the social category included the codes of agreement, direct response, idle 
discussion, personal insight, personal preference, positive reinforcement, and rapport building. The complete 
coded responses for the LMS and SNS are shown in Table 2. 

6. Discussion 
The results of the study were somewhat surprising.  First, it was hoped that the use of the SNS would 

improve student collaboration by increasing both the number of social interactions and the depth of 
interactions that occurred between students.  In examining the number of interactions and the depth of the 
interactions, the SNS provided no significant improvement over what occurred in the LMS discussion board.  
The results of the study found a modest increase in the number of interactions and, comparable to the LMS, 
very few conversations on the SNS moved beyond the first level of interaction.  This result was 
disappointing in light of research suggesting the social framework created by an SNS would encourage 
students to interact and collaborate with each other at an elevated level.  Additionally, this finding is contrary 
to the expectations of DDE researchers who were optimistic that an SNS could act as a model, or method, to 
improve collaboration in DDE (Ham & Schnable, 2011; Wang, 2011).   

At a fundamental level, SNS work through leveraging the existing social network of an individual, and 
without these pre-existing social networks individuals do not engage in a high level of interaction (boyd & 
Ellison, 2007).   The organic growth of a personal social network is necessary for the SNS to retain much of 
its effectiveness in fostering social interaction.   By artificially creating a new social network tied solely to a 
course, and asking students to interact within that network, educators appear to be undercuting the authentic 
social character of an SNS.  This confirms the conclusion of Khoo and Cowie (2011) that online 
communities can not be forced into creation.  Therefore, it is unlikely that an SNS will work effectively as a 
social solution within DDE unless students are able to build rapport with each other prior to interacting on 
the network.  This suggests future experiments with SNS would be better done with advanced students who 
have had time to create a social network with each other in previous face-to-face courses.  However, this 
does not provide a solution for how DDE might be utilized earlier in a design curriculum, or in cases where 
students are geographically distributed and unable to build rapport prior to enrolling in a course.   
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As a motivational tool, it would appear that SNS does not extrinsically motivate students to participate at 
a higher rate, suggesting that instructors are not gaining the motivational benefits in the classroom that they 
are trying to achieve through the implementation of SNS (Junco, Heiberger, & Loken, 2011).  This finding 
supports the conclusion of Barczyk and Duncan (2013), who found that while students had a favorable 
opinion of SNS, they did not find it any more useful or preferable than the LMS.  This has significant 
implications for educators and administrators who view SNS as a potential method for improving learning 
and connectivity amongst modern students. 

 
 

 LMS SNS LMS SNS LMS SNS 

Code Initial 
post 

Initial 
post 

Replies Replies All posts All posts 

Agreement 0 (0%) 0 (0%) 
19 

(16.81%) 
5 (3.91%) 

19 
(9.18%) 

5 (2.92%) 

Comment on 
Personal ability 

1 (1.06%) 2 (4.65%) 2 (1.77%) 0 (0%) 3 (1.45%) 2 (1.17%) 

Critique 0 (0%) 0 (0%) 1 (0.89%) 
28 

(21.88%) 
1 (0.48%) 

28 
(16.37%) 

Design description 3 (3.19%) 
8 

(18.61%) 
12 

(10.62%) 
7 (5.47%) 

15 
(7.25%) 

15 
(8.77%) 

Design Context 
17 

(18.09%) 
7 

(16.28%) 
5 (4.43%) 2 (1.56%) 

22 
(10.63%) 

9 (5.26%) 

Assignment 
Difficulties 

3 (3.19%) 
6 

(13.95%) 
2 (1.77%) 6 (4.69%) 5 (2.42%) 

12 
(7.02%) 

Direct response 0 (0%) 2 (4.65%) 5 (4.43%) 8 (6.25%) 5 (2.42%) 
10 

(5.85%) 
Experience 6 (6.38%) 2 (4.65%) 3 (2.66%) 2 (1.56%) 9 (4.35%) 4 (2.34%) 

Idle discussion 0 (0%) 0 (0%) 1 (0.89%) 2 (1.56%) 1 (0.48%) 2 (1.17%) 

Pedagogy 
21 

(22.34%) 
4 (9.30%) 

12 
(10.62%) 

5 (3.91%) 
33 

(15.94%) 
9 (5.26%) 

Personal insight 9 (9.57%) 1 (2.33%) 9 (7.97%) 3 (2.34%) 
18 

(8.70%) 
4 (2.34%) 

Personal preference 9 (9.57%) 4 (9.30%) 4 (3.54%) 8 (6.25%) 
13 

(6.28%) 
12 

(7.02%) 
Positive 

reinforcement 
0 (0%) 0 (0%) 9 (7.97%) 

43 
(33.59%) 

9 (4.35%) 
43 

(25.15%) 

Process 
25 

(25.6%) 
7 

(16.28%) 
11 

(9.74%) 
4 

(3.13%0 
36 

(17.39%) 
11 

(6.43%) 

Rapport building 0 (0%) 0 (0%) 
18 

(15.93%) 
5 (3.91%) 

18 
(8.70%) 

5 (2.92%) 

Table 2: Coded responses  
 

Clearly, SNS can only go so far in impacting student behavior.  It is apparent that most students using 
the SNS completed only the minimum amount of interaction required by the assignment, behaving in a 
similar manner to students on discussion boards (Palmer et al., 2008).  This reinforces the suggestion above 
that pedagogical scaffolding solutions are potentially a more potent force in encouraging students to interact, 
and that requiring higher levels of interaction between students as part of a graded assignment could be more 
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effective than relying solely on the social merits of an SNS.  It is recommend that researchers continue to 
experiment with SNS within distributed design education, but pedagogical incentives need to be integrated 
for success.  

Examining the second research objective of the impact of SNS on student engagement in design-centric 
conversation, it appears that the SNS positively altered student posting behaviour. Wise, et al. (2014) has 
found that learner’s posts on discussion boards were often “shallow and disjointed.”  In the present study, 
this was especially true of the LMS discussion board, where the conversation often focused on technical 
aspects of the course pedagogy, instead of the learning material and each other’s designs.  More importantly, 
the student discussion was focused largely on their own designs.  Agreement and rapport-building (defined 
during the coding process as finding common experience) are the two most prominent codes from student 
replies on the LMS, but neither leads to improvement in the design.  Some examples of student replies that 
were coded like this include:   

“ I used the tree painting as well. And I put them in groves for most of the design of my landscape.”   

“ I agree about some of them being distracting.  I want to feel calm and relaxed in my yard, not 
distracted. “ 

“ I liked the one with the trees as well. I thought of them as quaking aspens. It reminds me of home where 
I grew up.” 

From the perspective of a design conversation and the critiquing process, none of the above comments 
provide the original poster with valuable feedback on how to improve their design.  These type of replies run 
counter to Fischer’s (2004) description of the creative process in which students have their design ideas 
challenged and are encouraged to consider alternative solutions through the development of further design 
iterations.  Rather, the interactions on the LMS discussion board resemble what Webb, Jones, and Barker 
(2004) and Thomas (2002) describe as “parallel monologues” in which students’ posts have little discursive 
relationship to each other.  In stark contrast, on the SNS, significantly more of the replies in the discussion 
were directed outwards, and concern the work of other students.  The second-most common code in the 
replies on the SNS was “critique” with 28 coded instances (this compares to just a single coded instance of 
critique amongst replies on the LMS).  Some examples of student-responses coded as critique include: 

“The big flaw I see in this design is the use of space that has an ocean view.  Use the ocean view as the 
main piece in the design and design around that.  Make sure you have an idea of what that space would be 
used for and how it should be used to enjoy the ocean view.” 

“You could put the raised beds in a cool arc pattern from the entertaining area.  Then with the leftover 
space you can extend the path/patio area and move the sun bathing section away from the entertaining area.” 

“In the upper left hand corner, maybe you could put some type of fountain or water feature.  That seems 
to be the only element missing.”  

Compared to the comments from the discussion board, these comments demonstrate the value of directed 
responses that critically focus the discussion on a peer’s design.  Unlike the responses from the discussion 
board, which provided only cursory agreement and often amounted to a description of the design, the 
comments from the SNS provided their peers with actionable information that simultaneously challenged the 
concept of their design and provided them with alternatives to consider and evaluate.  This is the most 
critical finding from the current research in relation to the delivery of DDE, and suggests that a SNS, while it 
might not improve the quantity of discussion between students, may encourage students to focus their 
comments outward, onto the work of their peers.   
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Why this is the case remains unclear.  It is possible that the differences in responses may be the result of 
a conditioned response.  Discussions on popular SNS services, such as Facebook or Twitter, are organic and 
unscripted, and replies focus on a post or topic – they are a direct response to the individual.  On mainstream 
SNS an individual responds to a post, but has no requirement to create original content on that topic, and 
may thus feel more free on a SNS to respond about the topic in a very outward manner.  However, on a 
discussion board, the conversation is typically scripted (intentionally or unintentionally by the instructor) 
with a discussion prompt and interaction expectation that students often encounter across multiple courses.  

It is possible that the regular use of a similar discussion board interaction formula across multiple 
courses inadvertently conditions students to respond in a predictable way.  This interpretation would support 
the findings of Thomas (2002) who suggested that the structure of online discussion forums, in which 
students are given assigned topics with required replies organized into threads, biases and limits the 
conversation that occurs amongst students.  Regardless of the cause of the different discussion behavior 
exhibited on the SNS, the analysis of the conversations suggests that utilizing an SNS may indeed produce 
better results for DDE in regards to improving learning outcomes by improving the rigor of the discussion.  
Therefore, the conclusion of this research is that SNSs appears to provide an improved alternative to 
discussion boards for design educators based on their ability to encourage outward, design-focused 
discussion. 

7. Future Work 
More research is needed to understand the exact mechanism within the SNS that altered student’s 

discursive behavior.  Research also should focus on the application of scaffolding strategies to increase the 
level of interaction between design students, including if introducing additional scaffolding has any impact 
on the discussion that occurs between students.  Finally, research should be conducted on incorporating a 
student’s existing social network into the academic use of a SNS, even those who are not enrolled in the 
course.   
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Abstract. This research explores the dependence of rural incomes on nearby urban centers, mostly implied 
by rural-to-urban and/or urban-to-rural selective migration. Migration flows are affected by wage 
differentials as well as differences in housing costs and other amenities, and by commuting costs and costs of 
migration. An income-generating equation, which includes characteristics of nearby urban communities 
among the explanatory variables, is estimated for rural households in Israeli moshav villages. The results 
show that the population of nearby urban communities is significantly and positively associated with rural 
household per-capita income. The same is true for mean income in these communities. In addition, distance 
from urban communities affects rural income negatively, suggesting that commuting costs are important 
determinants of the direction of the net migration of high-income households. 

Keywords: rural, urban, income, distance 
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1. Introduction 

Rural-urban income disparity is well-known throughout the world (Young 2013). Changes in this 
disparity stem from shifts in the supply and demand for different types of labor that may be accompanied by 
rural-urban and/or urban-rural migration flows. Historically, rural households derived most of their income 
from agriculture. However, the gradual decline of farm incomes has led to a decline in the importance of 
farming in rural areas. While some households that quit farming have migrated to urban communities, others 
have remained in the rural area and derive an increasing fraction of their income from non-farm sources. 
This process is evident throughout the developed and developing world (Bryden and Bollman 2000; Gardner 
2005). In addition, rural communities in developed economies that are rich in residential amenities attract 
urban households seeking quality of life (Rothwell et al. 2002; Mitchell 2004). The direction of pressures on 
rural incomes resulting from these migration flows depends on whether the earning abilities of incoming 
migrants are higher or lower than the earning abilities of the original rural population. This is an empirical 
question that has a bearing on both rural population issues (Renkow and Hoover 2000) and rural-urban 
inequality (Henderson and Wang 2005).  

Topel (1986) discussed the impact of labor migration on local wages in a general equilibrium context. 
Bar-El (2006) suggested that the direction of labor migration could be determined by differential wages, 
differential housing prices, or both. So, Orazem and Otto (2001) showed that joint residential and work 
choices are made according to wages, housing prices and commuting costs. Gould (2007) showed that white-
collar workers earn more in cities than in rural areas, but could earn more than their rural counterparts even 
after migrating to rural areas. El-Osta, Mishra and Morehart (2007) found that the economic well-being of 
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farm households is higher in metro counties than in rural counties. Renkow (2003) used a spatial county-
level econometric model and found that most employment growth during the 1980s in North Carolina 
counties was accommodated by changes in commuting flows, and that labor force growth in rural counties is 
sensitive to employment growth in nearby urban counties. Brown at al. (2015) established empirically that 
internal migration flows and commuting distance are positively related. 

There is ample evidence, then, that rural households are affected by nearby urban areas (Partridge et al. 
2007). On the one hand, one can expect a positive association between rural and (nearby) urban incomes, 
because higher urban incomes can be enjoyed by rural residents who commute to town for work, and 
because of the flow of high-income urban families into nearby rural communities (suburbanization). Chen 
and Rosenthal (2008) have shown that households prefer to reside in non-metropolitan areas, all else being 
equal. On the other hand, one can think of situations in which the association is reversed. For example, 
higher urban incomes may attract the more capable rural residents and induce them to migrate (brain drain), 
thereby reducing rural incomes. Hence, whether higher (nearby) urban incomes are associated with higher or 
lower rural incomes is an empirical question that may depend to a large extent on distance. For example, the 
importance of the brain drain phenomenon increases with commuting distance between the rural community 
and the urban center, because rural residents who find a job in the city will find it less attractive to commute 
daily as the distance increases. These residents will then choose between giving up the more attractive urban 
job and migrating to the city. Either way, average rural incomes will decrease. Partridge and Rickman (2008) 
found that income in remote rural areas is more sensitive to local labor market conditions than in non-remote 
rural areas. This is because non-remote rural labor markets are interlinked with nearby urban labor markets. 

Another factor that may affect rural incomes is the size of the nearby urban center. Portnov (2004) found 
correspondence between the growth of small towns in Israel and their neighboring urban centers. A larger 
urban center generally constitutes a larger labor market with enhanced opportunities for rural residents 
(Jonasson and Helfand 2010). In addition, a larger urban center may increase the demand for rural goods and 
services, thereby enhancing the income of the rural population (Partridge et al. 2007). In both cases, distance 
plays the same role as discussed above, namely, rural incomes are likely to respond positively to increased 
urban population when the commuting and transportation distance is relatively small. The effect is likely to 
deteriorate with distance, and even be reversed beyond a certain distance. Khan, Orazem and Otto (2001) 
found that a local labor market is defined by a commuting distance of about one hour. 

Here we examine this question in the context of Israeli rural communities. Israel presents a good case 
study because (a) the changes in agricultural technologies, market conditions and agricultural and rural 
policy have been relatively rapid (Ahituv and Kimhi 2006); (b) recent institutional changes have allowed a 
massive expansion of non-farm households in rural communities in the last decade, and (c) it is a relatively 
small country so that most rural communities are within a short commute from an urban center, and costs of 
migration are relatively low. In this study, we analyze household income data for a sample of rural 
communities in Israel, surveyed in early 2006, and examine the association of rural income with mean 
income and population of nearby urban communities, the latter data derived from income and social surveys 
conducted by the Central Bureau of Statistics (CBS).  

The next section provides relevant economic and geographic background on the rural hemisphere in 
Israel. After that, we describe the empirical strategy and the data sources. The following section reports the 
empirical results. The paper ends with conclusions and avenues for future research. 

2. The rural hemisphere in Israel 
Agriculture had a critical role in the establishment of the state of Israel. Since the late 19th century, 

Jewish immigrants have seen agriculture as a channel through which the link between the Jewish people and 
their ancient homeland can be reestablished. Cooperation has been key to the success of agricultural 
settlement. The two dominating types of cooperative settlements were the kibbutz and the moshav (Kislev 
1992). The kibbutz was a commune in which individual members produce according to their abilities and 
consume according to their needs (Lecker and Shachmurove 1999; Ingram and Simons 2002). The moshav 
was a cooperative village made up of individual family farms, in which certain activities, such as purchasing, 
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marketing, and financing, were handled jointly in order to exploit economies of scale (Haruvi and Kislev 
1984; Schwartz 1999; Sofer 2001). After Israel declared its independence in 1948, masses of immigrants 
started pouring in, and food security became a top priority. Many agricultural communities (especially 
moshav villages) were established in the early 1950s, mostly in remote areas, and populated by immigrants. 
The new settlers were provided with infrastructure and professional guidance to allow them to make a living 
off agriculture. Agricultural research and heavy investments in infrastructure have led to a remarkable 
technological progress. Israel quickly achieved self-sufficiency in food, but agricultural production continued 
to increase, which led to declining prices and lower farm incomes. The development of non-agricultural 
manufacturing and service industries provided an alternative source of income, especially for the high-ability 
farmers. Out-migration from agriculture accelerated through two complementary channels. The first channel 
was by farmers selling their farms to urban families seeking rural-style residence (Kimhi and Bollman 1999). 
The second was by continuing farmers who supplemented their income by engaging in non-agricultural 
activities (Kimhi 2000; Sofer 2001). These included on-farm small businesses as well as off-farm businesses 
and non-farm jobs, located in part in the surrounding rural area and in part in nearby urban centers.  

The farm debt crisis that followed the 1985 economy-wide stabilization plan was a major accelerator for 
this process. Many farms became practically delinquent due to the high real interest rates and could no 
longer fulfill their role as a source of living. Many cooperatives collapsed, leaving their members without the 
safety net and support system that had served them for decades (Kislev, Lerman and Zusman 1991; Schwartz 
1999). Farmers increasingly shifted to alternative income-generating activities (Bittner and Sofer 2013), 
while the more productive farms were able to expand. Today, in most rural communities only a handful of 
families are living off agriculture. The population has become more heterogeneous, and inequalities within 
as well as between farm communities and regions have expanded (Sofer and Applebaum 2006; Kimhi 2009). 

The official definitions of urban and rural in Israel is based on communities rather than on regions. In 
particular, municipalities with more than 2,000 residents are defined as urban, while those with less than 
2,000 residents are defined as rural. Rural municipalities are organized in regional councils. Some regional 
councils encompass urban municipalities, while some regional councils are surrounded by urban regions. In 
this sense, the classification of rural and urban areas does not have a clear geographical dimension. This 
exacerbates the already problematic binary classification of geographic areas into urban and rural (Waldorf 
2006). Over time, some rural communities will cross the 2,000 inhabitant threshold and become urban. It is 
therefore not easy to define local labor markets in Israel using the definitions of rural and urban.1 

3. Theoretical foundation 

A spatial equilibrium model of urban and suburban communities has been proposed by Wu (2010). In 
this model, the population, which is composed of high- and low-income households, chooses a community to 
reside in. This choice is affected by commuting distance, property values, property taxes and environmental 
amenities. The comparative static results show that a proportional increase in income of the two types of 
households can have a positive or negative effect on the number of high-income households in the suburb, 
and hence the effect on mean suburban income is ambiguous. In the case of a rural-urban equilibrium, the 
comparative static results can be vastly simplified. This is because in Wu's (2010) model, all suburban 
residents work in the metropolitan center, while local employment opportunities exist in rural communities. 
In particular, in the case of the Israeli moshav communities, working outside of the moshav was originally 
the exception rather than the rule (Kimhi 1998). We argue that if the costs of occupational migration are 
lower than the costs of residential migration, the equilibrium condition will be based on the decision of rural 
households who work in the village to work in the city and vice versa, rather than the decision of rural 
households who work in the city to migrate to the city. In this case, rural land values, property taxes and 
environmental amenities do not affect the equilibrium level of rural income. 

Specifically, we use a simplified version of Wu's (2010) utility function, and assume that utility is a 
function of consumption (z), housing (q) and rural amenities (a): U(z,q,a). Amenities are assumed to be 
positively associated with distance to the metropolitan center (x): a'(x) > 0. Income is spent on consumption, 
commuting and housing, hence the budget constraint is: Y=z+dx+p(x)q, where d is the cost of commuting 
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per unit distance, and p(x) is the price of housing, which is assumed to be negatively associated with 
distance: p'(x) < 0. For the marginal household that is indifferent between working in the village and 
working in the city, U(Yv-p(x)qv,qv,a(x))=U(Yc-p(x)qc-dx,qc,a(x)), where Yv and Yc are income in the village 
and income in the city, respectively. Also, qv is the quantity of housing chosen by a person who works in the 
village, while qc is the quantity of housing chosen by a person who works in the city. One possible 
equilibrium is one in which qv=qc, in which case the equality is satisfied if and only if Yv=Yc-dx. Comparative 
static results for this equilibrium are easy to obtain. Assuming that the city is much larger than the village, 
employment decisions of village residents do not affect income in the city. Consider an exogenous increase 
in Yc. By the equilibrium condition, Yv must increase as well. Similarly, an increase in commuting costs (d) 
will reduce village income, and village income will be lower in more remote villages. 

The possibility that a higher utility of working in the village will be achieved with a lower level of qv 
cannot be ruled out. In this case, the comparative static results are clearly ambiguous. However, this whole 
scenario becomes redundant if one assumes transaction costs associated with changes in housing.2 Small 
changes in urban income will not affect village housing if the transaction costs are large enough. In this case, 
the only relevant comparative static result is the one associated with Yv=Yc-dx. We conclude that under fairly 
reasonable assumptions, small increases in urban income will lead to increases in rural income. 

4. Empirical strategy and data 

We use rural household survey data to estimate income-generating equations with an emphasis on spatial 
dimensions. Besides ordinary explanatory variables such as household demographic indicators and farm 
characteristics, the equations include community and location characteristics, proximity to urban localities, 
the population of these urban localities and their mean income. The main data source is a household survey 
that was conducted in moshav villages during March and April of 2006 and included 842 observations. The 
respondents provided information about their and their household’s demographic characteristics, their status 
within the moshav (farm owner or resident), their farm characteristics (when relevant), the household’s main 
source of income and the importance of agriculture as a source of income. Respondents were also asked 
about their gross income from different sources: farm income, non-farm business income, non-farm labor 
income, property income, and allowances.  

Additional data were collected from various sources. Moshav information, including exact location 
(coordinates), year of establishment, and population was obtained from official publications of the CBS. 
Income per capita, location and population of urban localities were also obtained from CBS official data sets. 
Municipal expenditures of the regional councils were obtained from the Ministry of the Interior. 

Preliminary analysis showed that rural income per capita (NIS 3,624 per month on average) is not very 
different from the urban income per capita (NIS 3,919 per month on average for the country as a whole). 
However, income inequality among rural households is higher than among urban households (Kimhi 2009). 
Farm-operating households have higher incomes than households residing on inactive farms, while the 
income of non-farm rural households lies between these two extremes. These income disparities have a 
considerable geographic dimension, with higher disparities in relatively remote regions. Slightly over half of 
household income on active farms is derived from farming. Other households derive most of their income 
from non-farm labor. Inactive farm owners are older on average, and hence derive a larger fraction of their 
income from property and allowances. This also explains why their total income is in general the lowest.  

The household-level explanatory variables included personal characteristics of the respondent (age and 
education), the demographic structure of the household (female-headed, household size and dependency 
ratio), and attributes of the farm. These included whether the household owns a farm, fraction of income 
from farming, and landholdings. A farm is a source of income on the one hand, but on the other hand, many 
low-income retirees still own farms. This should be dealt with by controlling for the fraction of income from 
farming. Although Kimhi (2011) found that a higher fraction of farm income is associated with lower per-
capita income, using earlier data, this is not necessarily true in our sample. The size of landholdings is 
expected to affect per-capita income positively, because farmland may be rented out even when it is not 
operated by the owners. Community-level explanatory variables were also used. One such variable was 
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village population (for the year 2002), which has also been found to be a relevant variable elsewhere 
(Smailes, Argent and Griffin 2002), possibly due to agglomeration effects in both income-generating 
activities and residential amenities. Another community attribute was year of the village's establishment. We 
used a dummy variable for villages that were established between 1949 and 1959 (the years of mass 
immigration) and another dummy variable for villages that were established after 1959. We also included a 
dummy variable for villages belonging to the religious movement Hapo'el Hamizrahi. Both year of 
establishment and institutional affiliation have been shown to be proxies for the institutional structure of the 
moshav cooperative (Kimhi 1998), which is likely to affect income. 
 The principal explanatory variables were the population and average household income of urban 
localities over 20,000 inhabitants. There are 49 such localities in Israel. Since we wanted to include a single 
variable of urban population and a single variable of urban income, we weighted these variables by 
geographical distance and aggregated across all urban localities. This means that the effect of urban income 
on rural income is proportional to the inverse of the distance between the two localities. While this 
proportionality is arbitrary, we experimented with different proportionality rules and did not get qualitatively 
different results. Jonasson and Helfand (2010) used the same strategy in their Brazilian study. Finally, we 
included the per-capita municipal expenditures of the regional council as a proxy for residential amenities in 
the rural area. The sample means of all explanatory variables are presented in Table 1. 

 
Table 1. Variable definitions and sample means 

 

Variable  
Sample 
mean Unit 

Income ln (per-capita monthly gross household income) 7.80 NIS 

Urban income Monthly household income divided by distance, 
averaged over urban localities 

1.67 NIS/km 

Urban population (in thousands) Urban population divided by distance, averaged 
over urban localities 

0.939 1,000/km 

Distance to town Distance to nearest town of over 20,000 residents 10.76 km 

Distance to large town Distance to nearest large town of over 100,000 
residents 

25.51 km 

Distance to Tel-Aviv Distance to Tel-Aviv 61.83 km 

Female  0.58 dummy 

Age   49.77 years 

High school  0.41 dummy 

Higher education  0.19 dummy 

Academic degree  0.29 dummy 

Family size  3.59 count 

Dependency ratio Number of household members 0-18 and 65+ 
divided by number of household members 19-64 

0.59 ratio 

Village population (thousands)  0.48 1,000 

Village established '49-'59  0.63 dummy 

Village established '60+  0.19 dummy 

Hapo'el Hamizrahi Moshav belongs to the religious settlement 
movement of Hapo'el Hamizrahi 

0.13 dummy 

Farm owner Household owns a farm unit 0.63 dummy 

Income share of farming  0.15 fraction 

Landholdings (in thousands)  0.03 1,000 dunam 
(0.23 acres) 
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Municipal expenditures Per-capita annual municipal expenditures of 
regional council, averaged over 1995-1999 

6.36 1,000 NIS 

5. Results 

The estimation results are in Table 2. The dependent variable is the log of per-capita monthly gross 
household income from all sources. We present different specifications with different combinations of urban 
income and population variables. The first specification includes both income and population of all urban 
localities over 20,000 inhabitants, each weighted by distance. While the coefficient of urban population is 
positive and statistically significant, the coefficient of urban income is negative and insignificant. We suspect 
that this is due to multicollinearity. Because each of these variables (population and income) is weighted by 
the same distance variable, the correlation between the two weighted variables is close to 98%. In the next 
two specifications, we exclude each of these explanatory variables at a time. Specification (2) excludes 
income, and this yields a much smaller but equally significant coefficient of population. Specification (3) 
excludes population, and in this case, the coefficient of income is positive and just barely misses statistical 
significance at the 5% significance level. In the next three specifications, we reconstruct the urban income 
and population variables but include only cities over 100,000 inhabitants. The logic behind this is the 
possibility that a town with a population of 20,000 is perhaps not relevant for the rural population as an 
employment center. In this case, specification (4) shows that the coefficients of urban income and population 
reverse signs compared to specification (1), and neither of them is statistically significant. Specifications (5) 
and (6), on the other hand, show that each of the urban income and population variables affect rural income 
positively, supporting our hypothesis that urban centers have a positive effect on rural well-being.  

Thus far, distance from urban centers has not been treated explicitly: it only served as a deflator of urban 
income and population. However, distance from town can have an independent effect on rural incomes. In 
Table 3, we present regression results in which distance from town serves as an explanatory variable. We 
present three alternative specifications. The first specification uses distance to the nearest town of at least 
20,000 residents. The coefficient of this variable is positive and insignificant. The second specification uses 
distance to the nearest large urban center of at least 100,000 residents. Here, the coefficient of distance is 
negative, as expected, and statistically significant. We then estimated a third specification with the distance 
from Tel-Aviv, the largest urban center and the business capital of Israel. Distance to Tel-Aviv has a 
significant negative effect on rural incomes, although the coefficient is smaller in magnitude than in the 
previous specification. We also tried to allow a non-linear effect of distance on rural incomes, to test the 
hypothesis that the urban effect diminishes with distance due to commuting costs (Khan, Orazem and Otto 
2001, So, Orazem and Otto 2001, Partridge et al. 2007). However, the non-linear effect did not come out 
statistically significant. 

The coefficient estimates of the other explanatory variables are mostly robust to the different 
specifications presented in Tables 2 and 3. Female-headed households have lower per-capita income. Age 
does not seem to affect rural income significantly. Rural per-capita income responds positively to education, 
but negatively to family size. The age composition of household members, represented by the dependency 
ratio, does not affect income significantly. Income increases with the village population, indicating positive 
agglomeration externalities, which could reflect both earning opportunities and/or residential amenities. 
Village age, a proxy for institutional factors, has a significant effect on income. In particular, income is 
significantly lower in villages established between 1949 and 1959, the years of mass immigration. Income is 
also lower in villages associated with the Hapo'el Hamizrahi settlement movement, which serves as another 
institutional proxy. A set of farm-related explanatory variables, including a dummy for being a farm owner, 
the income-share of farming, and landholdings, does not affect rural income significantly, although the 
positive coefficient of landholdings is significant in one of the specifications. The level of municipal 
expenditures has a positive effect on rural incomes, as expected, but the coefficient was not statistically 
significant in most of the specifications. We also tried to include additional explanatory variables such as 
ethnic origin and regional dummies, but these did not have statistically significant effects on rural per-capita 
income, and their exclusion did not affect the other coefficients. 
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Table 2. Estimation results of rural per-capita income as a function of urban attributesa 

 

Variable 
All urban localities Large urban localities 

(1) (2) (3) (4) (5) (6) 
Intercept 7.645 

(24.3)**  
7.618 

(24.0)**  
7.683 

(24.0)**  
7.736 

(24.0)**  
7.685 

(24.6)**  
7.697 

(24.9)**  
Urban income -0.138 

(-1.57) 
 0.091 

(1.97) 
0.710 
(1.72) 

 0.289 
(3.00)** 

Urban population 0.053 
(2.72)** 

0.025 
(2.77)** 

 -0.062 
(-1.05) 

0.040 
(2.91)** 

 

Female -0.161 
(-2.73)**  

-0.155 
(-2.63)**  

-0.153 
(-2.61)**  

-0.156 
(-2.67)**  

-0.159 
(-2.68)**  

-0.158 
(-2.67)**  

Age  -0.002 
(-0.71) 

-0.002 
(-0.71) 

-0.002 
(-0.73) 

-0.002 
(-0.76) 

-0.002 
(-0.70) 

-0.002 
(-0.72) 

High school 0.247 
(1.98)* 

0.248 
(1.99)* 

0.252 
(2.02)* 

0.247 
(1.98)* 

0.247 
(1.97) 

0.246 
(1.97) 

Higher education 0.505 
(3.57)**  

0.505 
(3.58)**  

0.513 
(3.63)**  

0.496 
(3.46)**  

0.501 
(3.52)**  

0.498 
(3.49)**  

Academic degree 0.692 
(4.97)**  

0.697 
(4.99)**  

0.708 
(5.03)**  

0.690 
(4.88)**  

0.692 
(4.92)**  

0.690 
(4.89)**  

Family size -0.109 
(-5.89)**  

-0.108 
(-5.85)**  

-0.109 
(-5.81)**  

-0.107 
(-5.72)**  

-0.108 
(-5.75)**  

-0.108 
(-5.74)**  

Dependency ratio -0.013 
(-0.15) 

-0.008 
(-0.09) 

-0.001 
(-0.01) 

-0.018 
(-0.21) 

-0.011 
(-0.13) 

-0.015 
(-0.16) 

Village population  0.397 
(2.33)* 

0.448 
(2.57)* 

0.507 
(2.89)** 

0.423 
(2.42)* 

0.438 
(2.54)* 

0.428 
(2.47)* 

Village established '49-'59 -0.285 
(-2.97)** 

-0.256 
(-2.80)** 

-0.242 
(-2.50)* 

-0.265 
(-2.89)** 

-0.277 
(-3.04)** 

-0.273 
(-2.98)** 

Village established '60+ -0.199 
(-1.34) 

-0.180 
(-1.22) 

-0.188 
(-1.25) 

-0.192 
(-1.29) 

-0.200 
(-1.35) 

-0.195 
(-1.32) 

Hapo'el Hamizrahi -0.166 
(-1.64) 

-0.163 
(-1.58) 

-0.159 
(-1.48) 

-0.181 
(-1.76) 

-0.169 
(-1.66) 

-0.174 
(-1.71) 

Farm owner -0.012 
(-0.20) 

-0.008 
(-0.14) 

-0.008 
(-0.14) 

-0.006 
(-0.10) 

-0.011 
(-0.19) 

-0.009 
(-0.15) 

Income share of farming -0.030 
(-0.22) 

-0.043 
(-0.32) 

-0.057 
(-0.42) 

-0.052 
(-0.39) 

-0.037 
(-0.28) 

-0.042 
(-0.31) 

Landholdings 0.099 
(1.54) 

0.096 
(1.50) 

0.084 
(1.35) 

0.090 
(1.39) 

0.095 
(1.45) 

0.094 
(1.43) 

Municipal expenditures 0.027 
(2.08)* 

0.028 
(2.15)* 

0.025 
(1.84) 

0.025 
(1.92) 

0.025 
(1.94) 

0.025 
(1.97) 

R-squared 0.206 0.204 0.199 0.206 0.204 0.205 

Observations 794 794 794 794 794 794 
 

a. t-statistics in parentheses are based on standard errors that are clustered by village. 
* coefficient significant at 5%. ** coefficient significant at 1%. 
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Table 3. Estimation results of rural per-capita income as a function of distance to towna 

 

Variable 
Distance to 

town 
Distance to 
large town 

Distance to 
Tel-Aviv 

Intercept 7.892 
(25.07)**  

8.136 
(24.98)**  

8.096 
(26.03)**  

Distance 0.003 
(1.43) 

-0.008 
(-2.67)** 

-0.003 
(-2.53)* 

Female -0.159 
(-2.69)**  

-0.162 
(-2.77)**  

-0.161 
(-2.73)**  

Age  -0.002 
(-0.78) 

-0.003 
(-0.96) 

-0.002 
(-0.81) 

High school 0.265 
(2.09)* 

0.255 
(2.05)* 

0.259 
(2.09)* 

Higher education 0.538 
(3.74)**  

0.525 
(3.67)**  

0.526 
(3.69)**  

Academic degree 0.734 
(5.08)**  

0.695 
(4.94)**  

0.702 
(5.05)**  

Family size -0.112 
(-5.72)**  

-0.110 
(-5.70)**  

-0.109 
(-5.75)**  

Dependency ratio 0.009 
(0.10) 

-0.009 
(-0.10) 

-0.005 
(-0.06) 

Village population  0.546 
(3.18)** 

0.450 
(2.66)* 

0.453 
(2.68)** 

Village established '49-'59 -0.268 
(-2.69)** 

-0.301 
(-3.51)** 

-0.291 
(-3.41)** 

Village established '60+ -0.249 
(-1.63) 

-0.135 
(-0.92) 

-0.182 
(-1.25) 

Hapo'el Hamizrahi -0.149 
(-1.30) 

-0.148 
(-1.30) 

-0.166 
(-1.54) 

Farm owner -0.021 
(-0.36) 

-0.006 
(-0.09) 

-0.012 
(-0.20) 

Income share of farming -0.056 
(-0.40) 

-0.046 
(-0.34) 

-0.030 
(-0.23) 

Landholdings 0.063 
(1.02) 

0.123 
(2.08)* 

0.113 
(1.86) 

Municipal expenditures 0.013 
(0.92) 

0.022 
(1.69) 

0.025 
(1.94) 

R-squared 0.192 0.205 0.203 

Observations 794 794 794 
 

a. t-statistics in parentheses are based on standard errors that are clustered by village. 
* coefficient significant at 5%. ** coefficient significant at 1%. 

6. Conclusion 

In recent years, evidence has emerged for a spatial dependence between rural and urban communities, 
and in particular, a dependence of rural incomes on nearby urban areas. This dependence is mostly implied 
by rural-to-urban or urban-to-rural selective migration (or both). Migration flows can be affected by 
differential wages, housing costs and other amenities, and by commuting costs and costs of migration. This 
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paper explored the spatial rural-urban dependence in Israel, by estimating a rural income-generating equation 
that includes characteristics of nearby urban communities among the explanatory variables. We found that 
both the population of nearby urban communities and the mean income in these communities had positive 
effects on rural household per-capita income, while distance from urban communities had a negative effect. 
The effects of population and income suggest that earning opportunities in urban centers as well as 
residential amenities affect rural-urban residential and occupational migration flows in both directions. The 
negative effect of distance suggests that commuting costs are important determinants of the direction of the 
net migration of high-income households. 

Our empirical analysis was limited by the somewhat artificial distinction between rural and urban 
communities in Israel: whereas communities with fewer than 2,000 residents are considered rural, larger 
communities are considered urban even if they are remote from major urban centers. One way to deal with 
this issue in future research is to examine alternative definitions of urban and rural areas based on the notion 
of local labor markets. 
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Notes 
1 In contrast, in a much larger country such as Canada, it is easier to define rural and urban areas with limited 
commuting possibilities (Munro, Alasia and Bollman 2011). 
2 Henning, Zarnekow and Kaufmann (2013) have established the role of transaction costs in rural migration 
decisions. 
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Abstract: Talent management (TM) is the most important topic in most organizations in the last two decades. It is a 
key strategic issue for local, national, and multinational organizations. It includes a wide range of dimensions and 
activities such as aligning TM to strategy, maintaining, developing, and retaining/renewing talents which consists of 
three categories according to the study: the strategic leaders, best professional, and other high performers. With 
respect to the two approaches to TM, the study concluded that it’s important for effective organizations to avoid the 
disadvantages of both exclusive and inclusive approaches, and develop its own way of TM in order to achieve high 
performance and business results. Organizations should seek to increase the support and development programs for 
high potential and performers in all organizational levels without a narrow focus on senior managers and leaders in 
the higher levels only (Conger, and Fulmer,2003). 
 This study aims to determine the effect of TM dimensions on organizational performance criteria. Four dimensions 
of TM were identified, which are: aligning TM to strategy, maintaining, developing, and finally attracting and renewing 
talents. The effective use of these four dimensions is the essence of TM to create value proposition and achieve 
competitive advantage in modern organizations. The study found that there is a positive effect of TM dimensions on the 
three performance criteria in all six banks, which represent the study sample.  
 
Key terms: talent, talent management, aligning TM to strategy, developing, attracting and renewing talents, 
organizational performance.  
 
JEL codes: D2, H89. 

 
1.   Introduction 
       In a rapidly changing global business environment, intense competition and recurring financial crises, 
lifeboats available to the organization are very few. First and most important of these boats is talented 
people. “People are the most valuable assets in the organization”, the argument always has been repeated for 
decades even in organizations where technology is a top priority. Consultants at McKinsey coined the 
concept of the "war for talent" (Chambers et al., 1998; McKinsey & Company, 2001, Beechler and 
Woodward, 2009). This concept represents the beginning of a new era of unprecedented interest in talented 
people who have become a strategic capability and a weapon in the organization (Kermally,2004, p66, Joyce 
and Slocum,2012). Although talent management (TM) relied on anecdote rather than reliable empirical 
evidence (McDonnell et al., 2010) and despite the need for reassessing the McKinsey perspective on the war 
for talent (Pfeffer and Sutton, 2006), TM has gained recognition in the theory and practice by scholars and 
practitioners. 
      In today’s knowledge economy, knowledge is the new driver of economic growth and the base of wealth 
creation. In this new economy, (compared to industrial economy), talent is playing an increasingly important 
role to make a difference to organizational performance. This is particularly true in organizations that 
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compete primarily on the basis of information, experience, and ability to innovate. In fact, ”the war for 
talent” shows that there is a great shortage of talent in developed countries that dominate the top rankings in 
the Global Talent Competitiveness Index: GTCI (McKinsey & Company, 2001; Lanvin and Evans, 2013, 
p27) and in developing countries, (Newburry, Gardberg, and Sanchez, 2014). 
Nowadays, the need for talent is everywhere and at all organizational levels. The need for talented 
individuals is increasing in all industries and sectors outside the organization, This need for talent not be 
equivalent, but organization’s need to succeed in the market. In this context, TM has raised many questions, 
such as: what does “talent in organization” means? What does TM means? What is the relationship between 
TM and the human resources management HRM? What are the basic approaches to TM in organizations? 
Finally, what is the effect of  TM on organizational performance in organizations?. 
 

2.    Concept of talent 
 
    Giftedness is a rooted concept in the fields of psychology and education which is closely related to 
children and individuals with high IQ in their educational years and who scored at the 95th or 99th percentile 
on IQ tests (Kirr, 2009, p386; Silverman, 2012, pp33-34). While talent has been widely used in business, 
often to indicate high performance, i.e. produces large amounts of money at work (the original meaning of 
talent is quite old and describes a unit of mass, value, weights, or money) (Kerr, 2009, p863). Through the 
different stages of the economic development, the human ability did not have one form. Starting with the 
mass production, the focus has been on the physical ability of the worker. Later and with the growing interest 
in the market and customer needs, the great attention began to focus on the skill and skilled workers in the 
industry. The transition from industrial society to a post-industrial society and knowledge-based economy, 
led to the rise of knowledge workers who must be considered the new and the most important asset in the 
organization (Drucker, 1999, p157), and they are also human capital, which is a component of intellectual 
capital (Edvinsson and Malone, 1997; Stewart, 2001). Another step in this development was the emphasis on 
the role of professionals and professional intellect in the organization (Quinn, 1996; Mintzberg, 1999). 
Nowadays, talent represents a key area of competition and the most enduring source of competitive 
advantage. 
     Talent definitions in business literature vary greatly and there is no single widely adopted definition, and 
no clear definition of talent (Wellins Liu, and Qiuyong, 2006). Difference stems from different perspectives 
to talent and its role in the organization (Gallardo, 290). Some researchers proposed narrowed definitions 
(Gallardo-Gallardo, 2011, Silzer and Dowell, 2010), and others provided broad definitions (Hansen, 2007). 
Table 1 shows many definitions of talent. 
 

           Table 1:  Definitions of Talents 
 

Definition Author 
- The collective knowledge, skills, abilities, experiences, values, habits and behaviors 

of all labor that is brought to bear on the organization’s mission. 
Schiemann, 2014 

-Talent can be seen as “a pool of employees who are exceptional in their skills and 
abilities either in a specific technical area, or a competency, or a more general area 
(such as general managers or high-potential talent). 

Silzer and Dowell, 
2010 

-Highly qualified, knowledgeable, and motivated people who also demonstrate high-
performance. 

Lawler III, 2008 

- The various attributes, like knowledge, experience, skills, and behaviors that an 
individual has and brings to work in order to meet the business goals. 

Cheese et al., 2008 

-Those individuals who can make a difference to organizational performance, either 
through their immediate contribution or in the longer term by demonstrating the 
highest levels of potential. 

Tansley et al., 2007 

-Talent consist of those individuals who can make a difference to organizational 
performance, either through their immediate contribution or in the longer term by 

Chartered Institute of 
Personnel and 
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demonstrating the highest levels of potential. Development (CIPD), 
2007 

- The core employees and leaders that drive the business forward. Hansen, 2007 
- People who are demonstrating some potential to progress in the organization at any 

given point in time. 
Blass, 2007 

-Top achievers who have core competences of the organization and represent small 
percentage of the employees. 

Berger and Berger, 2004 

-The sum of a person’s abilities—his/her intrinsic gifts, skills, knowledge, experience, 
intelligence, judgment, attitude, character, and drive. It also includes his her ability 
to learn and grow. 

Michaels et al., 2001 

 
Some important notes can be drawn from these definitions: 
• Talent is associated with a set of features, skills, knowledge, and abilities that characterize individuals 

(professionals or non-professionals) in the organization. 
• Talent is something special that can make a difference in organizational performance and exceptional 

achievements. In other words, the highly talented individuals are also the high achievers in both the short 
and long-term in the organization. 

• Talented individuals usually represent a small percentage of the total employees in the organization. This 
idea can be found in McClelland’s theory of need for achievement (1961), who pointed out that individuals 
with high achievements do not represent more than (10%) of US population (cited in: Lussier, and Achua, 
2013, p41). 

• The growing need to attract, develop, and maintain talented individuals in organizations led to the 
development of talent management in these organizations. According to McKinsey’s war for talent, talent 
management became a strategic business challenge (Brown et al., 2004, p66). 

    In our opinion, talented people include those with high performance and above the average performance in 
the organization. They fall into the three groups, namely: strategic leaders and strategic human capital 
(Groysberg et al., 2006; Joyce and Slocum, 2012), highly qualified professionals (Quinn, 1996), and other 
high performers. The rest of employees (tumblers and losers according to Joyce and Slocum, 2012, p192) are 
needed for individual and organizational initiatives to develop their skills and capabilities into more 
successful ones.    
 

3.    TM and HRM 
 
     Researchers differ in their view of TM, some believe that TM is not a new topic, but is a new label for the 
employee development, and it may be akin to the “emperor’s new clothes” in the famous story of Hans 
Christian Andersen (1837) or “an old wine in new bottles” (McDonnell et al., 2010). While other researchers 
believe that there is a new thing in TM and its role. That thing is growing globally and must be achieved at 
the strategic level (Tarique and Schuler, 2010; Schuler et al., 2011). Researchers presented many definitions 
of talent management, however there is no single definition that achieves consensus among them. Moreover, 
there is a lack of clarity in the definitions of TM, which is due to the wide variations among researchers 
about the concept. We can identify four stages of HRM evolution since the industrial revolution until the 
present: (1) the need for employment: in this stage, the basic function was to provide a number of employees 
who are able to work. This stage spanned from the beginning of the industrial revolution (1776) (Adam 
Smith published his book “The wealth of nations”) to the third decade of the twentieth century. 2) The need 
for professionalization under personnel management. This stage covered the period from 1940s to 1970s. 3) 
The need for strategy under HRM from 1980s to present including the HRM alignment to strategy.  4) The 
extended applications of HRM. These applications are represented in human capital, which capitalize on the 
employee as an asset and human capital ROI (Fitz-enz, 2000), e-HRM where the Internet enhances HRM 
processes and provides lower cost solutions to them (Ensher et al., 2002; Swaroop, K. Reddi, 2012; 
Bondarouk and Rue, 2009), and talent management that focuses on talented individuals as the next 
generation of organizational leaders (McDonnell et al., 2010).  
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        In the relationship between TM and HRM, there are three points of view that can be distinguished. 
According to Lewis & Heckman (2006), HRM and TM were often used interchangeably. In the relationship 
between them, there are three points of view can be determined in this context. First, the reductionist view: 
TM is just a new label for the activity of HRM regard to high performers. In the past, the focus of human 
resources management was to attract, develop, and maintain skilled workers, but today, it focuses on talented 
individuals. Second, the functional view: TM is the last stage in the evolution of HRM and the new 
application of its applications. In this view, HRM has several specialized functions such as manpower 
planning, training, compensation…etc. In the knowledge and digital economy, there are other functions 
carried out by the HRM such as acquiring, developing, aligning, assessing talent (Ratho, 2014) and it is 
about having the right people at the right time (Parry  and Tyson, 2014). Third, the strategic view: where the 
MT is a new wave of HRM in which talented people are a strategic asset (Veladat and 
Navehebrahim,2011,p1054). In this view, talented people can make a difference at the strategic level, present 
strategic opportunities, create competitive advantage and influence the company's market value through 
human capital. These contributions are under the responsibility and priorities of top management (Mellahi, 
2009; Collings and Mellahi, 2009; Beechler and Woodward, 2009; Joyce and Slocum, 2012; Schuler et al., 
2011; Ashton and Morton, 2005; Shrimali and Gidwani, 2012). Actually, McKinsey study confirmed that 
executives are facing the problem of the war for talent and talented individuals, and there are 89% of CEOs 
put the ‘people agenda’ as one of their top priorities (PWC, 2008 cited in: Beechler and 
Woodward,2009,p173). 

 

4.   Two approaches to TM 
 
    In an organization, all employees are doing work, however, they are not equal in terms of skills, 
experiences, and capabilities. Thus, there are those who can be called high-performance leaders, and those 
who are low performance laggards (black holes of performance). This situation imposes challenges to the 
organization related to how to deal with these employees. Generally, there are two approaches to TM. First, 
the exclusive approach which is based on organizational elite, small category of high potential employees or 
favoured and few stars of high performers (Armstrong, 2006; Al Ariss, 2014; McDonnell et al., 2010, Ready 
et al.,2010). This approach can be explained by the Pareto rule (20/80). Regardless of the percentages 
(according to McClelland, individuals with a high need for achievement, represent 10%), this approach does 
not help the organization to develop the largest number of employees and achieve advantage of them. 
Moreover, the approach may lead to some disadvantages such as reduced engagement, increased turnover, 
focus on one group and overlook other groups and levels of performance. Second, the inclusive (egalitarian) 
approach is based on that every employee has something special and certain talent and the organization can 
benefit from it in the right place and right time. The approach can also prevent the organization from an 
exaggerated focus on high performers. However, there are several disadvantages associated with this 
approach, such as learning and development programs are widespread throughout the organization, 
increasing competition for progression, less engagement and investment in highly talented people (Tansley et 
al., 2007 cited in Pilbeam and Corbridge, 2010, p103, Moczydłowska, 2012, p436, Schiemann, 2014, p282).   
       It is imperative for organizations to develop their own ways of TM in order to achieve high performance 
and business results. If an employee has something special, then the organization must do its best to take 
advantage of this talent by providing opportunities of development and put each of them in the right place at 
the right time. Edison once said “innovation is 99% perspiration and 1% inspiration” (cited in Dodgson et al., 
2008). In this case, the perspiration is a perspiration of the organization (creating great motivating place to 
work) and the employee (doing the best and continuously improving it). 
 

5.   TM and its dimensions  
 
    Many studies have provided definitions of TM (Collings, and Mellahi 2009; Stockley, 2007; Lockwood 
2006; Iles et al. 2010, Heinen and O’Neill, 2004). These definitions emphasized that TM consists of a set of 



 
ISSN: 2247-6172;  

ISSN-L: 2247-6172 
Review of Applied Socio- Economic Research 

(Volume 13, Issue 1/2017), pp. 40 
URL: http://www.reaser.eu 

e-mail: editors@reaser.eu 

dimensions, such as attracting, retaining, motivating, developing talent and succession planning. These 
dimensions are useful to determine the basic functions and activities of TM, but they do not help in 
determine the best way to do them. 
     TM is a broad concept which covers many activities and dimensions of the organization’s relationship 
with talented people. Researchers generally differ in identifying these dimensions. Table 2 shows these 
dimensions. This study adopted four dimensions of talent management: aligning TM to strategy, developing 
talent, maintaining talent, and attracting and renewing talent (including the successor planning).   
 
           Table 2: Talent management dimensions 

Author Dimensions 

Ratho, 2014 - Acquiring, developing, aligning, assessing talent 

Kaur, 2013 - Attracting,  selecting, training, developing, and promoting talent 

Kagwirialyria, 2013 - Talent attraction, retention, learning and development, and career management. 

Haghparast et al.,  2012 - Recruitment and selection, retention, succession planning, development approach. 

Waheed et al.,2012 -Recruitment process, selecting people for building a ‘talent pool', the placement of 
the selected talents at different positions within the organization, and succession 
planning.  

IBM Institute for Business 
Value, 2008 

- Developing strategy, attracting and retaining, motivating and developing, deploying 
and managing,  connecting  and enabling. 

Ntonga, 2007 - Identify talent, develop talent, deploy talent and retain talent. 

Chartered Institute of 
Personnel and 

Development, 2007 

- Talent attraction,  identification, development, engagement/  
  retention and deployment. 

Armistrong,2006 - Attracting , retaining, motivating and developing the talented people. 
Lockwood, 2006 - Attracting,  selecting, engaging, developing, and retaining 

   employees. 

Ashton and Morton, 2005 - A strategic and holistic approach to both human resources and 
  business planning. 

Ali, 2011 - Focusing on talent, recruiting, discrimination, succession planning, training and 
development, retention of talent, and performance-related pay. 

 
6.   Talent management and organizational performance 
     In the process of organizational development, re-designing and restructuring the organization, high 
performance is the big goal. This is also found in TM. Our experience related to the effect of skill and 
education on productivity, goes back to the sixties of the twentieth century in what is called the economics of 
education (Schultz, 1961). There is no single reliable measure internal (linked to the outcomes) or external 
(related outputs) to represent the organization’s real capabilities and measure accurately the organizational 
performance. Many studies have confirmed that there is a positive effect of talent management on 
competitive advantage, business success, and results of organizational performance (Schiemann, 
2014,Collings, 2014; Kim and Wright, 2010; Lamoureux; Campbell, and Smith, 2009; Hatch and Dyer, 
2004; Budhwar and Mellahi, 2007; Heinen & O’Neill, 2004; Ashton and Morton, 2005). In this study, we 
assume that there is an effect of the four dimensions of talent management (aligning TM to strategy, 
developing talent, maintaining talent, and attracting and renewing talent) on the three criteria of 
organizational performance: profitability, market expansion, and improving the reputation of the 
organization.  
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7.    Methodology 
 
      Variables of the study consist of independent variables that were represented in four dimensions of TM 
(aligning TM to strategy, talent retention, talent development, and attracting and renewing talent) and 
dependent variables that were represented in the three performance criteria (profitability, market extension, 
and reputation), and two mediator variables consisted of size and age of bank. In Jordan, there are 26 
commercial banks which consist of 16 Jordanian banks and 10 non-Jordanian banks (The Association of 
Banks in Jordan ABJ, 2013). These banks differ in terms of size and age. The sample of the study was a 
purposive sample and consisted of 6 banks. Banks have been classified by the size of the bank to large, 
medium and small banks (depending on number of employees). These banks were also classified by age of 
banks in three categories: short (less than five years), medium ( from five to less than ten years), and long 
service years (more than ten years). These six banks are: Arab bank, Jordan Islamic Bank, Jordan Kuwait 
bank, BLOM bank, Jordan Dubai Islamic bank, and Citibank. Total respondents were 210 at a rate of 35 
respondents per Bank. 
    The questionnaire was a tool to collect data from respondents. It consisted of three main sections: 
demographic and functional characteristics of the sample, statements that represented the four dimensions of 
talent management (independent variables), and the third section comprised of three performance criteria. 
Questionnaires were distributed randomly in each bank of the selected six banks and the recovered 
questionnaires from these banks, were (183) that represent (87 %). 
     

7.1  Hypotheses of the study 
 
Ho1 There is no statistically significant effect of talent management dimensions on profitability in the 
Jordanian commercial banks. According to the four dimensions of talent management, according to talent 
management dimensions, this hypothesis consists of four sub-hypotheses. 
Ho2 There is no statistically significant effect of talent management dimensions on market extension in the 
Jordanian commercial banks. 

Ho3  There is no statistically significant effect of talent management dimensions on the bank reputation 
improvement in the Jordanian commercial banks. 
Ho4  There is no statistically significant effect of talent management dimension on performance criteria due 
to the age of the bank in Jordanian banks. 
Ho5 There is no statistically significant effect of talent management dimension on performance criteria due 
to the size of the bank in Jordanian banks. 
 

7.2  Data analysis 
   Table 3 shows these characteristics (n=183).  

        Table 3:  Sample characteristics  
Charac. Data Freq. % Charac. Data Freq. % 

Gender 
Male 132 72.1 Marital 

status 
Single 90 49.2 

Female 51 27.9 Married  93 50.8 
Total 183 100.0 Total 183 100.0 

 
 
Age 

< 20 7 14  
 
Job position 

Depart. manager  26 0.14 
21-30 110 60.1 Branch manager    12 0,07 
31-40 59 32.2 HRM  15 0.08 
41-50 7 3.8 Team Leader  18 0.1 
>50 4 2.2 Project manager 9 0.05 

Total 183 100 Auditor/accountant/ 
teller 

20 0.11 

Education.  Sec. 4 2.2 Customer service  41 0.22 
Dip. 5 2.7 Sales/marketing  21 0.11 
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Bach. 147 80.3 Others 21 0.11 
Mas. 5 2.7 Total 183 100.0 
Ph.D. 21 11.5  

Total 183 100.0 
Years of 
experience 

< 5 years 92 50.3 
5-9 60 32.8 

10-14 18 9.8 
> 14 13 7.1 

Total 183 100.0 
 
   The questionnaire was initially developed to the purposes of this study, and reviewed by a panel of experts to ensure 
that the study variables are representative of the concepts and the statements of these variables measure what it is 
supposed to measure. The panel included two experts from Petra University and 4 experts from Al Zaytoonah 
University of Jordan.  The questionnaire has been developed and adjusted upon their comments and recommendations. 
Face validity was conducted to ensure that the study variables are representative the their concepts and the questionnaire 
measures what it is supposed to measure. 
To test construct validity, table 4 contained factor analysis of four dimensions of talent management (aligning talent 
management to strategy, maintaining talent, developing talent, and attracting and renewing talent) and six performance 
criteria. The results of the analysis showed the factors loadings of these dimensions and a performance criterion is larger 
than (50 %) according to variance explained criteria (as a criterion for determining the factors), then all independent 
and dependent variables are valid and appropriate for statistical analysis. Factor analysis of the talent management 
dimensions is displayed in the following. 
 
       Table 4. Factor loadings of study variables 

Variables Factor1 Extraction 
- Aligning talent management to strategy .879 .772 
- Maintaining talent .808 .653 
- Developing  talent .914 .836 
- attracting and renewing talent .881 .777 
- Performance criteria .693 .480 
 The reliability analysis applied the level of Cronbach's α as the criterion of internal consistency in the 
questionnaire. This analysis is necessary to study scale features and internal consistency between the 
questionnaire items, and their correlation. The analysis was done by calculating Cronbach's alpha for the 
variables of  TM and its component. Table 5 shows that Cronbach's alpha indicates that there are strong 
correlations between them except maintaining talent where  it was poor (weak internal consistency) but not 
unacceptable (Morgan et al.,2011,p137). 
 
       Table 5:  Cronbach's Alpha of study variables 

Variables No of items Cronbach's Alpha 

Aligning talent management to strategy 9 .893 

Maintaining talent 7 .659* 

Developing talent 8 .915 

attracting and renewing talent 7 .888 

Dependent variables 3 .869 

* Note: Cronbach’s Alpha for 7 items of maintaining talent was poor (0.659) but not unacceptable 
(Ntoumanis,2001,p149). To treat  this inappropriate situation, researchers have calculated inter-item correlations 
of seven items (statements of  maintaining talent dimension). The results showed that there is a weak correlation 
of  one item (second statement) with the rest of the six items. The second item was eliminated. After that 
Cronbach’s  Alpha became 0.865.   
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     Multicollinearity test was conducted. The relationship between the independent variables is an important 
step. Strong linear relationship between variables indicates that there is a problem in the use of these 
variables as independent variables from each other. Also a strong relationship between these variables leads 
to a weakening of the ability of the model and its predictor variables to explain its relationship with and 
effect on the dependent variables. Variance inflation factor (VIF) is usually used to measure the effect of 
collinearity. Value of VIF (=1/Tolerance) must be less than 10 (this means tolerance must be greater than 
0.1), then there is no problem. Otherwise, when value of VIF of any variable exceeds 10 indicates that there 
is a collinearity problem. Table 6 shows that the values of VIF are less than 5, then there is no highly 
relationship between independent variables and there is no collinearity problem in study model.  
 
        Table 6: Values of variance inflation factor (VIF) 
 Variables Tolerance VIF 
 Talent management  dimensions (Independent  variables ) 
1. - Aligning talent management to strategy .345 2.899 
2. - Maintaining talent .498 2.007 
3. - Developing talents .246 4.066 
4. - attracting and renewing talent .317 3.133 
 Performance criteria (Dependent  variables ) 

5. - Performance criteria .671 1.490 
 
    Another test was relationships between variables. Correlation matrix is important tool to verify that there 
are correlations between independent and dependent variables. If all or most of the correlations are above 
(30%) (As good indicator of the appropriateness data), then the study variables are appropriate for analysis. 
Table 7 shows the results of correlations between variables and all Inter-item correlations are larger than 0.3. 
 
 
         Table 7:  Inter-item correlation matrix 
 
 Talent management Dimension Three performance criteria 

  ATM MT DT ART PE ME RE 

ATM 1.000       

MT .635 1.000      

DT .783 .653 1.000     

ART .699 .654 .805 1.000    

PE .529 .436 .542 .490 1.000   

ME .452 .397 .514 .483 .879 1.000  

RE .476 .368 .446 .403 .903 .688 1.000 

* Independent variables: 
   ATM = Aligning talent management to strategy, MT = Maintaining talent 
   DT =Developing talent, ART = Attracting and renewing talent 
* Dependent variables: 
   PE = profitability , ME = Market expanding , RE=corporation  Reputation 
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7.3  Hypotheses Testing 
 

    The study included five major hypotheses, Three of them were related to the effect of 
talent management dimensions on the performance criteria, and other two hypotheses 
related to mediator variables.  
 
Ho1: There is no statistically significant effect of talent management dimensions on profitability in the 
Jordanian commercial banks. According to the four dimensions of talent management, this hypothesis 
consists of four sub-hypotheses. 
     To test the effect of talent management dimensions on profitability, it is necessary to determine the 
correlation coefficient (R) and the coefficient of determination (R2) as a measure of the strength and direction 
of a linear relationship between variables. The results showed in table 8 that there is a positive relationship 
between four dimensions of talent management and profitability. Result of the multiregression test, indicate 
that coefficient of determination (R2) of the four dimension of talent management was (0.238), calculated-f 
value(14.345), and significance level below (0.05) as shown in table 8. To determine the effect of these 
dimensions on profitability, regression coefficient (a measure of the change in the dependent variable due to 
the change in the independent variable) was calculated. Table 8 shows that value of β (slope parameter in 
regression model) for aligning TM to strategy is (0.452), maintaining talent (0.397),developing talent 
(0.514), and attracting and renewing (0.483). These results indicate that the change in TM dimensions leads 
to a change in profitability according to these values of regression coefficient respectively. Table 8 also 
shows that a calculated-t of four dimensions is larger than the tabulated-t (1.66) at (P-value< 0.05, n = 183), 
then, the four null hypotheses are rejected and the four alternative hypotheses are accepted. 
 
         Table 8. Effect of talent management dimensions on profitability 
                                       (Ho1a,b,c,d)(n=183) 

Dimensions 
Performance 
criterion 

R R2 β Calculated-t Sig 

Aligning talent management 
to strategy 

Profitability 

.452 .204 .645 6.815 0.000 

Maintaining talent .397 .158 .601 5.819 0.000 
Developing talent .514 .264 .601 8.063 0.000 
attracting and renewing 
talent 

.483 .233 .580 7.415 0.000 

R2= 0.238,                     F     = 14.345,                             Sig =  0.000 
 
 
Ho2: There is no statistically significant effect of talent management dimensions on market extension 
in the Jordanian commercial banks.  
    To test the second hypothesis (Ho2), results of the multiregression, indicate that coefficient of 
determination (R2) of the four dimension of TM was (0.244), F-calculated (14.34 5), and significance level 
below (0.05) as shown in table 9. The correlation coefficient (R) and the coefficient of determination (R2) 
were calculated and demonstrated that there is a positive relationship between four dimensions of TM and 
market extension. The effect of each dimension of TM on market extension was tested by regression 
coefficient. Value of β for aligning TM to strategy was (0.476), maintaining talent (0.367), developing talent 
(0.446), and attracting and renewing (0.402). According to these results, all dimensions of talent 
management have effect on market extension. The results also shows that the calculated-t for the four 
dimension of talent management are larger than the tabulated-t (1.66) at (P-value< 0.05, n = 183), then, the 
four null hypotheses are rejected and the four alternative hypotheses are accepted. 
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            Table 9.  Effect of talent management  on market extension, (Ho2a,b,c,d)(n=183) 

Dimensions 
Performance 
criterion 

R R2 β Calculated-t Sig 

aligning talent management to 
strategy 

Market 
extension 

0.476 0.226 0.476 7.287 .000 

Maintaining talent 0.367 0.135 0.367 5.319 .000 
Developing talent 0.446 0.199 0.446 6.712 .000 
attracting and renewing talent 0.402 0.162 0.402 5.920 .000 
R2= 0.244,                               F     = 14.34 5,                         Sig =  0.000 

 
Ho3: There is no statistically significant effect of talent management dimensions on bank reputation 
improvement in the Jordanian commercial banks.  
 To test the second hypothesis (Ho3),results of the multiregression, indicate that coefficient of 
determination (R2) of the four dimension of talent management was (0.269), F-calculated (16.390), and 
significance level below (0.05) as shown in table 4.16. The correlation coefficient (R) and the coefficient of 
determination (R2) were calculated and demonstrated that there is a positive relationship between four 
dimensions of talent management and market extension. The effect of each dimension of talent management 
on reputation improvement was tested by regression coefficient. Values of β for four dimensions were 
(0.486), (0.399), (0.485), and (0.421) respectively. According to these results, all dimensions of talent 
management have an effect on reputation improvement. The results also shows that the calculated-t for the 
four dimension of talent management are larger than the tabulated-t (1.66) at (P-value< 0.05, n = 183), then, 
the four null hypotheses are rejected and the four alternative hypotheses are accepted. 
Table 4-22: Multiregression analysis to test the Effect of talent management dimensions on  reputation 
improvement,(Ho3a,b,c,d)(n=183). 
 
        Table 10: Effect of talent management  on reputation improvement, 
                                        (Ho3a,b,c,d)(n=183) 
 

Dimensions 
Performance 

criterion 
R R2 β Calculated-t Sig 

aligning talent management 
to strategy 

Reputation 
improvement 

0.486 0.236 0.486 7.485 .000 

Maintaining talent 0.399 0.159 0.399 5.858 .000 
Developing talent 0.485 0.235 0.485 7.473 .000 
attracting and renewing talent 0.421 0.177 0.421 6.260 .000 
R2= 0.269,                            F     = 16.390,                               Sig =  0.000 

 
 
Ho4: There is no statistically significant effect of talent management dimension on performance 

criteria due to the age of the bank in Jordanian banks. 
    In the fourth and fifth hypotheses, the age and size of the bank consider as mediator variables.  
To test the fourth hypothesis (Ho4), there are three steps as follow (Judd and Kenny, 1981; Baron and 
Kenny; 1986; Preacher and Hayes, 2004, Dudley, Benuzillo and Carrico, 2004; Pardo and Román, 2013): 

1. Determining the effect of independent variables (talent management dimensions) on dependent 
variables (performance criteria). This step is carried out in table 11, and the results indicated that there is 
positive effect of talent management dimensions on performance criteria.  
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           Table 11:  Effect TM dimensions on performance criteria 

 
Unstandardized Coefficients 

t Sig 

B Std. Error 
Constant 1.886 0.238 7.907 0.000 

Talent management dimensions 0.639 0.070 9.130 0.000 

R2 =  0.315              Adjusted R2 =  0.312            F =  83.348               Sig = 0.000 

a. Dependent variable: performance criteria 
b. R2=  0.315 and adjusted R2 =  0.312 indicate statistically significant and positive  relationship between 
independent and dependent variables.  

 
2. Calculating the effect of independent variables (talent management dimensions) on mediator variable 

(age of the bank). Table 12 shows the result of step two. 
 
 

       Table 12.  Regression coefficient to predict age of the bank (mediating variable) 
                                 from TM dimensions (independent variables)    

 
Unstandardized Coefficients 

t Sig 

B Std. Error 
Constant 2.226 0.312 7.138 0.000 
Talent management dimensions -0.068 0.092 -0.738 0.461 
a. Dependent variable: age of the bank 

 
3. Calculating the effect of both independent variables (talent management dimensions) and mediator 

variable (age of the bank) on dependent variable (performance criteria) simultaneously. Table 13 shows 
the result of step three. Testing of the hypothesis depending on the results of the previous three steps. 
Sobel test was used to test the hypothesis. The method to test hypothesis related to mediator variable 
does not require large sample and some studies have involved fewer than (100) respondents (Dudley et 
al., 2004, p61; Ma and Zeng,2014,p76). This condition is achieved because the study sample was (183). 

 
        Table 13. Effect of mediator variable associated with TM dimensions on the 
                                 performance criteria  

Model 
Unstandardized Coefficients 

t Sig 
B Std. Error 

Constant 1.804 0.270 6.670 0.000 
Talent  management dimensions 0.642 0.070 9.137 0.000 
Age of the bank 0.037 0.057 0.647 0.518 
a. Dependent variable: performance criteria 

 
     Appropriate values from the tables 11-13 were entered in the Sobel test. The test statistic for the Sobel 
test is (0.65) and p-value is (0.51) which is greater than alpha level (α<0.05). The results as shown in table 
14, indicate that  the mediator variable  associated with the independent variable and the dependent variable, 
is insignificant, i.e. there is no significantly indirect effect due to mediating variable on the relationship 
between independent and dependent variables. 
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             Table 14.  Results of Sobel test 
Ho4 Input Sobel test P-value 
TM dimensions � age of the bank 
(moderator) � performance criteria   

 a. -0.068 
 b.  0.037 
sa.  0.092 
sb.  0.057 

0.48773 0.62574 

a= Unstandardized regression coefficient for the association between independent and mediator variables. 
b = Unstandardized regression coefficient for the association between the mediator and  dependent variables. 
sa = Standard error of a  
sb = Standard error of b 
 
    Alternatively, the same results can be obtained using the t- test statistics. When using ta and tb values that 
have been calculated in the previous steps, we can calculate Sobel test and the p-value. Table 15 shows the 
results of the test Sobel, which are very close to the results of the previous method (the difference in values 
due to rounding). 
 
        Table 15:  Result of Sobel test using t-test statistics 
 Input Sobel test p-value 
ta -0.738 0.48651 0.62661 
tb 0.647   

 
Ho5: There is no statistically significant effect of talent management dimension on performance criteria due to 

the size of the bank in Jordanian banks. 
   Size of the bank is the second moderator. The same three steps were conducted to test the hypothesis 
(Ho5).  The test statistic for Sobel test is (0.31) and p-value is (0.75) which is greater than alpha level 
(α<0.05). The results as shown in table 16, indicate that  the mediator variable  associated with the 
independent variable and the dependent variable, is insignificant, i.e. there is no significantly indirect 
effect due to mediating variable (size of bank ) on the relationship between independent and dependent 
variables. 

 
            Table 16:  Results of Sobel test 
 Input Sobel test P-value 
TM dimensions � size of the 
bank(moderator) � Performance criteria   

 a. -085 
 b. 0.012 
sa. 0.195 
sb. 0.027 

0.31120 0.75565 

    The same results in table 17 were obtained using the t- test statistics, which are very close to the results of 
the previous method (the difference in values due to rounding). 
 
          Table 17: Result of Sobel test using t-test statistics 
 Input Sobel test p-value 
ta -0.547 0.31180 0.75520 
tb 0.445   

     
Figure 1. shows these results of fourth and fifth hypotheses testing as unstandardized path coefficients for 
talent management, mediating variables (age and size of the bank), and performance criteria.   
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8.    Discussion and concluding remarks 
 
    TM is no longer a limited problem of human resources in organization at  a local or national level. After 
the publication of  the seminal work of Mckinsey’s consultants “War for talent”, acquired a strategic 
importance at the global level. There are two important developments in this area, first a strategic view to 
TM in that the talented people have a strategic importance, and the organizations should deal with them as an 
durable asset and with top priority. The second development is the global dimension of management talent 
where talent is the great engine of the competition and the most important area in the business wars like the , 
brands, marketing,  currency, and digital    wars (Goldman and Papson,1996; Hartley, 2006; Rickards, 2012; 
Arthur, 2012). With respect to the two approaches to TM, It is necessary for effective organization to avoid 
the disadvantages of both exclusive and inclusive approaches, and develop its own way. Organizations 
should seek to increase the support and development programs for high potential and performers in all 
organizational levels without a narrow focus on senior managers and leaders in the higher levels only 
(Conger, and Fulmer,2003). 

    The concept of TM can refer to human resources management that focuses on talented people, high 
performer, and high IQ people. But this view represents a simplification of TM, because TM represents a 
complex concept that cannot be understood better without a larger context and boarder view that achieves 
aligning TM to strategy. It requires a strategic vision to identify, develop, maintain, and renew the talented 
people and the their outstanding capabilities in the organization in relation to the external environment 
characterized by tough challenges of the competition and the war for talent. Accordingly, the talent 
management is one of the fundamental responsibilities of top management, while the functional and 
professional tasks of TM while the functional and professional tasks are the responsibility of HRM. 
According to many studies, there are many dimensions of talent management (Ratho, 2014; Kaur, 2013; 
Kagwirialyria, 2013), this study identified four key dimensions: aligning talent management to strategy, 
maintaining talent, developing talent,  and attracting and renewing talent. These four dimensions represent 
the core functions of management talent that can develop experiences, skills, best practices to do them 
efficiently. To achieve these dimensions efficiently, it is important for the organization to develop some 
indicators that help to assess talented people’s progress at different stages of their careers. To determine 
talented people (stars of the organization), the study confirmed that they are represented in three categories: 
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strategic leaders, professionals and other high performers. Both exclusive and inclusive approaches, and 
develop its own way. Organizations should seek to increase the support and development programs for 
highpotential and performers in all organizational levels without a narrow focus on senior managers and 
leaders in the higher levels only (Conger, and Fulmer,2003). 
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Abstract. This study investigates the impact that a possible increase in fertility rates and the control of 
immigration have on population stationarity following the approach used in Angrisani and Di Palo (2016). 
Our paper shows that using immigration for population stationarity leads to a gross inefficiency in terms of 
size and age distribution of the stationary population. Indeed, we show that immigration-based population 
stationarity is inefficient as the stationary population results in having a larger size than that obtained 
bringing the fertility rates to the whole natural level of equilibrium. Furthermore, the immigration-based 
stationary population results in being unbalanced in terms of ratios between old and young age groups pro 
the former ones.  
In order to perform population evolution, the Leslie model has been used in a two sex form already applied 
in a previous work, and in order to introduce the effect of possible changes in fertility or immigration in the 
model the modified approach of Angrisani and Di Palo (2016), has been used in a slightly simplified version. 
Numerical illustration is obtained on data by gender for the Italian  population. 

Keywords: population stationarity, Leslie population model, immigration. 

JEL Codes: C02, J10, J11 

1. Introduction 
It goes without saying that over the last few decades demographic instability of populations is a real 

issue especially in developed countries. This phenomenon has occurred due principally to the concomitant 
presence of three phenomena: a drastic reduction in fertility rates, a progressive increase in life expectancies 
(particularly at old ages), and the baby boom after the Second World War. 

The problem of population stabilization is a matter of the greatest importance under the practical profile 
in many social and economic fields, first of all in the economic area relating to the pension system 
sustainability. Indeed, all the mandatory pension systems are substantially pay-as-you-go financed, namely 
the current pension expenditure is paid by  the current contributions. Hence, having a workers to pensioners 
ratio that is substantially stable over time is a key point in order to the pension system sustainability as this 
ratio gives, on average, the number of contributors available to pay one pension. In addition, also the 
intergenerational equity, which is has to be a not eluding principle of pension system management, is largely 
based on the stability of the workers to pensioners ratio. More generally speaking, the problem of population 
stabilization is extremely in all fields where benefits are financed, in terms of current expenditure, by the 
active part of a population in favor of its older part, for example, in the health care as well as the welfare 
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context. It is particularly important the problem of  population stationarity, i.e. the stabilization of the size by 
age groups as well as of the  ratios between age groups. In this paper, we principally focus on this topic. 

In order to face up to and solve, in tendential terms, the problem of population stabilization, two tools are 
generally considered: an increase in the fertility rates up to the natural level of balance, and the immigration 
use. In our work, the longevity issue, although relevant, will not be taken into account as the primary goal is 
to verify the efficiency of the two above-mentioned tools. We will jointly use both tools, increasing fertility 
and  immigration, and we will represent their use level by means of specific parameters as in the approach of 
Angrisani and Di Palo (2016). Specifically, we will numerically illustrate our approach based on Italian data, 
and in our simulation we will produce fourteen pairs of these parameters, increasingly ordered as the total 
fertility increases, which lead to population stationarity. For each pair of these parameters, we will provide 
the tendential size and the old-age dependency ratio of the stationary population. Our simulation results show 
that both the population size and the old-age dependency ratio are increasing as immigration increases, 
denoting the inefficiency of the immigration tool in order to the population stationarity. 

This paper is structured as follows. Firstly, in Section 2 we briefly review the basics of the Leslie 
population model. Section 3 illustrates the modified approach to the Leslie model in order to take into 
account changes in fertility and immigration, following Angrisani and Di Palo (2016). In Section 4, we deal 
with numerical simulation on Italian data. Lastly, our main conclusions are given in Section 5. 

2. The basic population model 
In this section, we deal with the well-known population projection model of Leslie see Leslie (1945) and 

Leslie (1948). Specifically, we refer to the different approach that considers the population divided into the 
two sexes, as developed in earlier works Angrisani, Attias, Bianchi and Varga (2004), Angrisani, Attias, 
Bianchi and Varga (2012) and Angrisani, Di Palo, Fantaccione and Palazzo (2013). 

As in the classical approach of the Leslie model, age-specific survival and fertility rates are used. Both 
time and age are discrete variables defined on yearly bases. 

Let − 1N  be the maximum attainable age by individuals being alive whatever their sex, namely no 
individual is alive at age N . 

We consider the population separated in the two sex and grouped in N  age classes, for 
= −K0,1,2, , 1i N , and throughout the paper we denote by: 

• ( )Fx t  and ( )Mx t  the N-dimensional vectors for the female and male population at time t , 
respectively; 

• αi  the reproduction rate for females of age group i  (counting all new-borns of both sexes), with 
α ≥ 0i for = −K0,1,2, , 1i N ; 

• ϕ = 0

0

(0)

(0)

Fx

x
 the sex female ratio at birth in year 0 ; 

• α F
i  the female per capita birth rate with α α ϕ=F

i i  for = K15,16, , 50i  and α = 0F
i  for the 

remaining age groups; 

• ωF
i  and ωM

i  the probabilities of surviving from age i  to age + 1i  for females and males, 
respectively. 

Then, the corresponding ×N N  Leslie matrix for the female population is given by 
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and the dynamics of the female population is 

+ =( 1) ( )F F Fx t L x t     with    = K0,1,2,t  

Analogously, the ×N N  Leslie matrix and the dynamics of the male population are given by 
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where 1e  is the N-dimensional basic vector and o  denotes the Hadamard product of vectors, 
[ ]=o K1 1 2 2, , , n na b a b a b a b . 

Expressing the total population by state vector =   
TF Mx x x , we have the following dynamics 

+ = Λ( 1) ( )x t x t     with    = K0,1,2,t  

where ×2 2N N  matrix Λ  is defined as 
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Matrix Λ  does not satisfy the conditions of the Perron- Frobenius theorem: it has the thN  column 
zeroed and, hence, it is not irreducible. However, the sub-matrix of the Leslie female matrix, denoted by 50

FL  
and obtained considering the first 51 rows and columns of FL , is proved to be irreducible and primitive, see 
Angrisani, Attias, Bianchi and Varga (2004). Hence, by means of the application of the Perron-Frobenius 
theorem, 50

FL  has a unique positive eigenvalue, 0λ , strictly dominant, to which a positive eigenvector, 50 0Fx  
(it is the state vector of the female population aged 0-50), is associated. 

As in Angrisani, Attias, Bianchi and Varga (2004), firstly it is proved that here exists a number 0s >  
such that 

( )
50

50 0

0

( )
lim

F
F

tt

x t
s x

λ→+∞
=  

and, secondly, it is proved that 

( )0

0

( )
lim

F
F

tt

x t
s x

λ→+∞
= , 

where 0Fx  is a nonnegative eigenvector of matrix FL  associated with positive eigenvalue 0λ , whose first 51 
entries are the same of 50 0Fx . Hence, the existence of the asymptotic behavior for female population is 
proved. 

The same is proved for the male population, i.e. 

( )0

0

( )
lim

M
M

tt

x t
s x

λ→+∞
= , 

where 0Mx  is a nonnegative eigenvector of matrix ML  associated with positive eigenvalue 0λ . 

In this way, the existence of a demographic equilibrium for the total population is proved (see Theorem 4 
in Angrisani, Attias, Bianchi and Varga (2004), p.63), namely it is proved that: a) there exists a population 
state, denoted by 0x , which is a nonnegative eigenvector of matrix Λ , associated with positive eigenvalue 

0λ ; and b), on the long term, the age distribution of the population tends to the equilibrium age distribution 
in the sense that, for any initial state (0)x , there exists 0s >  such that 

( )0

0

( )
lim

tt

x t
s x

λ→+∞
= . 

3. The Leslie modified model with immigration 
Building upon the approach in Angrisani and .Di Palo (2016), we modify the Leslie model reviewed in 

Section 2 introducing two specific parameters, throughout the paper denoted by d  and g , respectively, in 
order to take into account a possible increase in the total fertility rate and a change in immigration. 

In this section, we consider the Leslie matrix for the female population truncated for ages between 0 and 
54, which has the female per capita birth rates, α F

i , on the first row and the probabilities of surviving from 
age i  to age 1i + , ωF

i , on the first subdiagonal. 

In order to manage the increase in the total fertility rate and a change in immigration levels, we proceed 
as described in the following.  

Referring to the female per capita birth rates, for 10, , 54i = K  we have 

( )1m F F
i iα α δ= +  
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where ( )1 d+  is an adjustment factor homogeneous for all ages. 

Referring to the female survival rates, placed on the other rows of the truncated female Leslie matrix, for 
10, , 53i = K  we have 

( )1m F F
i iω ω γ= +  

where ( )1 g+  is an adjustment factor homogeneously for all ages. The adjustment factor, ( )1 g+ , is 
considered in order to include the effect of the immigration for women for ages between 0 and 54. In this 
way, the female population aged i  in year t  moves to age 1i +  in year 1t +  by the effect of both the 
survival probabilities (the size decreases) and the considered factor, ( )1 g+ , that represents the change in 
the female population aged i  due to immigration. Hence, denoted the modified Leslie matrix for the female 
population aged 0-54 by 

( )

( ) ( ) ( )

( )
( )

( )

10 53 54

0

54 1

53

0 0 1 1 1

1 0 0 0 0

, 0 1 0 0 0

. . . . .

0 0 0 1 0

F F F

F

F F

F

L

α δ α δ α δ

ω γ

δ γ ω γ

ω γ

 + + + 
 

+ 
 

= + 
 
 
 +
 

K K

K K

K K

K K

K K

, 

the dynamics of the female population is given by 

( )54( 1) , ( )F F Fx t L x tδ γ+ =     with    = K0,1,2,t  

The female Leslie matrix ( )54 ,FL δ γ , truncated and modified by means of d  and g , preserves the 
properties of irreducibility and primitivity, so it admits a positive, strictly dominant, and simple eigenvalue. 

As far as concerned with male population, we analogously consider the truncated Leslie matrix, whose 
dimension is 55 55´ , and in order to include the immigration effect, we multiply all the rows, with the only 
exception of the first one, by the same adjustment factor, ( )1 δ+ , homogeneous for all age groups. 

For both matrices relating to female and male populations, the same considerations hold in terms of 
convergence.  

In order to the population stationarity, we follow the procedure explained hereinafter. With reference to 
the modified female Leslie matrix, the d  value is determined so that the total fertility rate could increase 
starting from its initial value up to a value closed to the replacement level, with a fixed increasing step. For 
each considered value of the total fertility rate, we determine the corresponding adjustment factor, ( )1 δ+ , 
of increase in the total fertility rate. Finally, the value of the adjustment factor of the survival probabilities is 
determined in order to make the dominant eigenvalue, 0λ , of the truncated female Leslie matrix equal to 1. 

Summing up, by means of adjustment rates d  and g , we take into account the effect combined of 
fertility and immigration in the truncated female  Leslie matrix in order to have 0 1λ = . 

4. Numerical simulation on Italian data 
In this section, we present the numerical results of applying the modified Leslie model, in the form 

above-reviewed, on Italian data.  

The procedure described in the previous section is used to forecast the dynamics of the Italian population 
starting from year 2008. The initial population distribution is provided by Istat, the Italian National Institute 
of Statistics - is relative to the year 2008. For the survival probabilities values, we rely on data for the Italian 
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population for year 2008 available from the Human Mortality Database (HMD), (see [6] - data downloaded 
on July 2013), whereas for the fertility rates values, we use data for year 2008 provided by the Eurostat 
Database (see [5] - data downloaded on July 2013). 

The results of our own calculations are reported in Table 1, which has to be read by rows. 

Row 
number 

Total 
Fertlity 

Rate 

Adjustment 
factor of the 

Total 
Fertility Rate     

(1+δ) 

Adjustment 
factor of the 

Survival 
Probability  

(1+γ) 

Female 
Population 
aged 0-54 

with adjusted 
immigration 
Year 2009 

Female 
Population 
aged 0-54 
without 
adjusted 

immigration 
Year 2009 

Female 
Immigrants  
aged 0-54  
Year 2009 

Male 
Population 
aged 0-54 

with 
immigration 
Year 2009 

Male 
Population 
aged 0-54 
without 

immigration 
Year 2009 

Male 
Immigrants 
aged 0-54 
Year 2009 

Total 
Immigrants 
aged 0-54 
Year 2009 

Total 
Population 
Year 2400 

Old-Age 
Dependency 

Ratio           
(in percent)                      
Year 2400  

Yearly 
Change in 

Total 
Population 
Size Year 

2400  

0 1,415888 1,000000 1,012523 20166727 19920792 245935 20624133 20372347 251786 497721 68263066 46 _______ 

1 1,500000 1,059406 1,010636 20146394 19937513 208881 20603985 20390476 213509 422390 65283937 44 2979128 

2 1,550000 1,094720 1,009564 20135280 19947452 187828 20593002 20401014 191988 379817 63684573 44 1599364 

3 1,600000 1,130033 1,008526 20124835 19957392 167443 20582704 20411552 171152 338595 62197492 43 1487081 

4 1,650000 1,165347 1,007520 20115018 19967332 147686 20573046 20422089 150957 298643 60811687 42 1385805 

5 1,700000 1,200660 1,006544 20105790 19977272 128518 20563992 20432627 131365 259883 59517566 42 1294121 

6 1,750000 1,235974 1,005596 20097119 19987211 109908 20555507 20443165 112342 222250 58307785 41 1209782 

7 1,800000 1,271287 1,004675 20088971 19997151 91820 20547557 20453703 93854 185674 57172643 41 1135142 

8 1,850000 1,306601 1,003780 20081320 20007091 74229 20540114 20464240 75874 150103 56107793 40 1064850 

9 1,900000 1,341915 1,002908 20074137 20017031 57106 20533150 20474778 58372 115478 55105659 39 1002133 

10 1,950000 1,377228 1,002059 20067400 20026970 40430 20526641 20485316 41325 81755 54162346 39 943313 

11 2,000000 1,412542 1,001231 20061085 20036910 24175 20520564 20495853 24711 48886 53273334 38 889013 

12 2,050000 1,447855 1,000424 20055172 20046851 8321 20514897 20506391 8506 16827 52433685 38 839648 

13 2,076740 1,466741 1,000000 20052166 20052166 0 20512027 20512027 0 0 52002831 38 430854 

Table. 1: Results of our own calculation on Italian data for male population. 

As an example, we analyze the second row. In the second cell, its is reported the 2008 value of the total 
fertility rate. In the third cell, the total fertility rate value increased up to 1.5000 is reported. Hence, the 
adjustment factor, ( )1 δ+ , is determined so that the total fertility rate should have moved form the initial 
2008 value (1.4158) to 1.5000; this value is indicated in the fourth cell. This means that the total fertility rate 
needs to be multiplied by about 1.0594, i.e. to be increased of about 6% in order to raise its value from 
1.4158 to 1.5000. In the fifth cell, the adjustment factor of survival probabilities, ( )1 γ+ , is reported; it is 
determined so that the female population aged 0 – 54 results in being stable, namely so that the dominant 
eigenvalue of the truncated female Leslie matrix equals one. 

In the sixth and seventh cells, there are reported the values of female population aged 0 – 54 in year 2009 
obtained, respectively, with or without adjusting the survival probabilities by immigration effect. The 
difference between the two values provides the number of female immigrants aged 0 – 54 in year 2009, and 
this value is shown in the eighth cell of Table 1. In the following three cells, the same analogous values for 
male population aged 0 – 54 in year 2009 are reported. Finally, in the twelfth cell, the immigration whole 
effect for the age group [ ]0,54  in year 2009 is shown, this value being equal to the sum of female and male 
immigrants aged 0 – 54. In the thirteenth cell, the size of the total stationary population is shown, this value 
referring to the projection for ending year 2400 (it is worth noting, however, that the population stabilizes 
already after sixty years). 

In the fourteenth cell, the old age dependency ratio, defined as the ratio between the population aged 65 
and over and the population aged 15 – 64, is evaluated for year 2400. In the last cell, for year 2400, there is 
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evaluated the difference between the stationary populations obtained as results of two consecutive different 
adjustments of both the total fertility rate and the survival probabilities. 

5. Conclusions 
The present study investigates the impact that an increase in the total fertility rate and  a change in 

immigration level could have on population stationarity.  

We use the Leslie population model, in a two sex version already introduced in a previous work, which 
applies the Perron-Frobenius theory to the sub-matrix of the female population. In this work, following the 
approach of Angrisani and .Di Palo (2016), we modify the entries of the female population sub-matrix, either 
those relating to the female per capita birth rates and those relating to the survival probabilities, by means of 
adjustment factors in order to consider the effect of both an increase in fertility and a change in immigration.  

Our paper shows that using immigration for population stationarity leads to a gross inefficiency  in terms 
of both the  size and the age distribution of the stationary population. Indeed, the stationary population 
results in having a greater size than that obtained bringing the fertility rates to the whole natural level of 
balance. In addition, regarding to the population age distribution, we show that an immigration-based 
stationary population is unbalanced in terms of ratios between old and younger age groups pro the former 
ones. 
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Abstract.The main motivation behind this study is to evaluate the relationships among information and 

communication technologies (ICT), organisational practices, internationalization, innovation and human 

capital in a sample of Polish companies. To examine that we used the data from the Polish companies’ 

survey conducted in 2015 for a representative sample of 805companies. Using ordinary least squares 

modeling, we examined determinants of labour productivity. Our study is one of the first empirical studies 

using this methodology for Polish companies.The principal finding that emerged from the study is that the 

presence of the ICT innovation was the main determinant of labour productivity. Moreover, other variables: 

operating on the international markets, education of the employees and executives and presence of the 

separate research and development department positively influence productivity. The results of the 

investigation bridge the gap in insufficient academic research about Central European countries and extend 

existing research on the company-level labour productivity determinants.  

Keywords:productivity, ICT, Polish companies 

JEL Codes: L25, O33 

 

1. Introduction 

The widespread use of information and communication technologies (ICT) is one of the main 
distinguishing features of today’s economic activity (Jovanovic and Rousseau 2005; Jorgenson and Vu 
2007). The ICT have a positive influence on the productivity growth. Moreover, they contribute indirectly by 
the generation of complementary innovations that improve the economy’s Total Factor Productivity (TFP) 
(Pilat 2006; Jorgenson et al. 2011; Ceccobelli et al. 2012). However, ICT do not give rise to generalised 
productivity improvements until companies and their workers have achieved the required technological, 
educational/training, strategic, organisational, labour and cultural competencies. In this context, the effects of 
ICT on company productivity are indirect. The link between innovation and ICT has been identified in 
literature as a set of internal knowledge externalities to explain company productivity (Venturini, 2015). 
Complementary relationships (co-innovation) are established with other components, in particular with 
human capital and workplace innovations. These spillovers are widely demonstrated in research using 
company data (Cardona et al., 2013; Díaz-Chao et al., 2015). 

Although the transition of Poland from centrally planned economy to market-driven system occurred 
more than two decades ago, the country still faces considerable challenges in adapting economy to 
effectively compete in regional and global markets. The key issue is to find a way to increase productivity 
                                                           
+Correspondentauthor. E-mail address: aleksandra.skorupinska@gmail.com.  
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and adapt Polish economies’ structure to global-knowledge competition, promote co-innovation and develop 
new goods and services that respond to the changing domestic and international demands. Thus, the impact 
of digital technological changes and their co-innovation processes on productivity is an important aspect in 
the Polish economic performance. 

The main objective of the presented research is to provide one of the first evidence of the relation 
between information and communication technologies, co-innovation productivity factors and productivity in 
Polish companies. The following is the main question underpinning the research: Does the existence of new 
co-innovative productivity sources (the ICT investment, workplace organisation and human capital) affect 
the performance of Polish companies? 

The remainder of this paper is organised as follows: The data section describes the dataset from the 
survey in Polish companies. The empirical results section reports the results of the ordinary least squares 
(OLS) model and the empirical findings. Finally, the conclusion provides a summary, main limitations and 
recommendations based on those findings. 

2. Data 

The empirical descriptive and econometric analysis presented in this paper is based on data collected 
using structured questionnaire interviews conducted in Polish companies. The data was collected within the 
framework of the research project titled “Impact of Information and Communication Technologies on 
productivity – macro and micro analysis”, financed by the National Science Centre Poland at the Department 
of Economic Policy, University of Lodz, Poland. The survey was undertaken in 2015, covering 1007 Polish 
companies. The companies were chosen using the stratified random sampling and covered the companies 
form the whole country. The questionnaire was developed and tested in pilot surveys prior to its 
implementation in the field. The topic of the project underlined, that the main requirement of the field-
research was to include only those companies, which use information and communication technologies. As a 
result, questionnaire interviews were conducted only in those companies that had computers and benefit from 
ICT in at least two of the nine business areas of management in: administration, accounting, human 
resources, production, supply, customer relationship, enterprise resource planning, computer aided design or 
manufacturing, control of machines and production lines. The questionnaire comprised of 55 questions 
organised by topic. Initially, questions were posed about the areas of the usage of the ICT in the company's 
activities. This was followed by sections on company management practices, organisation, innovation and 
research and development (R&D). Furthermore followed the questions about level of the education of 
employees and training activities. Last section covers characteristics of the company, among others as legal 
status, ownership and number of years in operation. The interviews were conducted face-to-face with 
interviewers using the Pencil and Paper Interview (PAPI) survey method. The interviews were conducted 
with managers, precisely owners, co-owners, directors, CEOs, board members of the companies. The 
companies operate in different industries among others agriculture, industry, construction and trade.  

3. Empirical results 

In this research methodology is based on the Solow growth model (Solow 1957) and its subsequent 
elaboration by Jorgenson and Griliches (1967). This well-established traditional growth and productivity-
accounting approach is used for the estimation of co-innovative sources of company productivity. As 
presented below, the efficiency component - Total Factor Productivity (TFP) incorporates the co-innovative 
productivity sources, which are the important growth factors complementing physical capital and labour. In 
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the empirical analysis we use explanatory elements among others ICT investment, work organisation or 
human capital and they complete the analysis. Similar approach has been used in the company-level research 
in the United States (Bresnahan et al., 2002) or in the comparative study of Swiss and Greek companies 
(Arvanitis, Loukis, 2009). 

The company production function of the Cobb-Douglas type takes the form: 

 

�� = ���(��, 	�) 

where, for any given company i, Y is the average gross salary of full-time employees in the company; A 
is the production efficiency (Total Factor Productivity); K is the input of physical capital; L is the input of 
labour.  

The innovative sources of productivity are incorporated into the production efficiency indicator. This 
element shows the effects of company innovation that are not associated directly with factors of production. 
Thus, the indicator of efficiency Ai takes the following functional form: 

 

�� = exp(����� + ��RD + ����� + ����� + ��� �) 
 

Finally, the labour productivity function of the Polish companies, which would be estimated by the 
ordinary least squares (OLS) method, takes the following form: 

 

lnSALARY = β
�

+ β
�

INT + β
�

RD + β
�

ORG + β
�

EDU + β
.

ICT + β
0

lnSIZE +  β
3

SECTOR + ε4 
 
where, β0 (constant), βi for i=1…7 represents the elasticities (coefficients) of the explanatory 

components of company productivity and εi is the estimation error. 
The data collected through primary research is a rich source information on the Polish companies 

ICT usage, innovation activities and organization practices. However, the survey does not include the details 
of the financial situation in the companies. Despite ensured anonymity of the survey, the data on the balance 
sheet, profit and loss account, net turnover or the amount of the investment in the information and 
communication technologies were not collected. Usually the attempts to obtain such information result in the 
refusal to answer. Therefore, after the pilot survey it was decided not to incorporate in the questionnaire 
questions about the so-called 'sensitive data'. Despite of this limitation the microeconometric analysis has 
been performed. As a proxy of the productivity and the dependant variable we use the logarithm of average 
gross salary of full-time employees (SALARY). Salary is an approximation of the labour efficiency. In line 
with the neoclassical approach salary is a marginal productivity of labour. The salary used to determine the 
relationship from the salary structure to company productivity was used in the recent empirical evidence 
(Lallemand et al. 2009; Faggio et al. 2010; Mahy et al. 2011). 

The information on the employee's salary was missing in 146 results of interviews and this 
companies were excluded from the analysis. Moreover, 55 companies had a missing values for the 
independent variables and were also excluded from the analysis. The final sample for the analysis counts 805 
companies. The sample size is large enough to split the data on the subsets regarding the number of the 
employees of the company. The sample is split into four subsets: micro enterprises (less than 10 employees), 
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small enterprises (10-49 employees), medium enterprises (50-249 employees) and large enterprises (more 
than 250 employees). 

The labour input (L) from the Solow growth model is approximated by logarithm of number of full-
time employees - variable SIZE. The set of independent variables is used to examine the hypothesis on the 
positive impact of those variables on productivity. We have included five independent variables: INT, RD, 
EDU, ORG and ICT. The estimated model includes also the control variable SECTOR, which is a industrial 
sector of the company. 

The dummy variable INT indicator of institutional conditions, takes value 1 when the company is 
operating in the international market and 0 if otherwise. To show a company’s innovatory dynamics, we used 
variable RD: innovation which takes value 1 when the company has separated R&D department and 0 if 
otherwise. 

For the needs of the econometric modelling we created two indices ORG i EDU. ORG is a indicator 
of the work organisation. The create this index we used answers on questions: 1) if the implementation of the 
information and telecommunication technologies brought the changes in the business functions of the 
company (ORG1); 2) if employees can manage their own time independently (ORG2); if employees can 
participate in initiating or making changes in the company (ORG3). 

To take into account the different scaling across organisation practices and questions regarding 
education. To calculate indices we followed the procedure used by Bloom et al. (2012). The scores were 
converted to z-scores by normalising each practice (i.e. each question) to the mean of zero and the standard 
deviation of one: 

567
=

8�96:;<<<

=67

 

where: zpi is a z-score for a question pi for a company i, pi is an unweighted average for a question pi 
for all the companies, and σpi is a standard deviation for a question pi for all the companies. 

Furthermore, z-scores for each company are added: 
 

>� = 56?
+ 56@

+ 56A
 

 
In the last step the sum if the results is normalised by subtraction of the average for each observation 

and then division of the difference by the standard deviation:  

5� =
>� − >C

;<<<<

=�
 

As a result of this transformation the average for ORG indices is equal to zero. The negative values 
mean worse organisational practices in the company and positive values - better performance than average 
for all companies in the analysis.  

The same method was used to create EDU variable. The index is composed by the answers on three 
questions regarding education level of executives (EDU1), education level of employees (EDU2) and 
assessment of the skill level of the employees by executives (EDU3). The negative deviation of the index 
from zero means lower level of the human capital, while the positive deviation means the higher level of the 
human capital. 

Lastly, the variable ICT; has a value 1 when the company has invested in the information and 
communication technologies during last 24 months before the interview and 0 if otherwise. 
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Table 1: Variables and indicators used for the model estimation 
Variable Definition Indicator Values 
SALARY Average gross salary of full-time 

employees in the company  
Productivity Natural logarithm 

SIZE Number of employees employed on 
a full-time  

Labour Natural logarithm 

SECTOR Industry sector Control variable 1. Agriculture 
2. Industry 
3. Construction 
4. Trade 
5. Other services 
6. Production and 
commercial  
7. Other 

INT Operating in the international 
market 

Institutional 
conditions 

1. Yes 
0. No 

RD Presence of separated R&D 
department  

Innovation 1. Yes 
0. No 

ORG1 Presence of changes in company's 
business functions with the 
implementation of ICT 

Organisation 1. Yes 
0. No 

ORG2 Employees can manage their own 
time independently 

Organisation 6. Always 
5. Very often 
4. Often 
3. Rarely 
2. Very rarely 
1. Never 

ORG3 Employees can participate in 
initiating or making changes in the 
company  

Organisation 6. Always 
5. Very often 
4. Often 
3. Rarely 
2. Very rarely 
1. Never 

EDU1 Education level of executives Education 3. Higher education 
2. Secondary education 
1. Below secondary 
education 

EDU2 Education level of employees Education 3. Higher education 
2. Secondary education 
1. Below secondary 
education 

EDU3 Assessment of the skill level of the 
employees by executives 

Education 1. Employeesperform 
well all commissioned 
work 
0. Other 

ICT Presence of the ICT investment in 
the last 24 months 

Information and 
communication 
technologies 

1. Yes 
0. No 

Source: Own elaboration 
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The results of the ordinary least squares estimation of the productivity of Polish companies are presented in 
Table 2. We estimated the model for all the companies and sample divisions for according to the size: micro, 
small, medium and large. The models include sector-fixed effects as the additional control that will affect 
productivity. All the models estimated are significant (p-value<0.000) and the level of adjustment (adjusted 
R2) is satisfactory and varies from 20% to 36%.The set of diagnostic tests was performed to test the 
assumptions of the classical linear regression model: general form specification test, variance 
homoscedasticity, autocorrelation and normality of the distribution of the residual. The results of most of the 
tests confirmed that the models are valid for the interpretation.  

The results of estimation confirmed that investment in the information and communication 
technologies is significant variable for the whole sample (β = 0,145, p < 0,001) and for the other subsamples, 
but medium companies. In line with the stated hypothesis in all subsamples, but small companies, presence 
of separate R&D department leads to higher levels of the labour productivity. The causal relationship 
between education and productivity approximated by the index EDU is statistically significant and as 
expected has a positive direction. This relationship is not present in the large companies subsample. 
However, the hypothesis regarding the positive influence of the organisational practices has been not 
confirmed by the model. This variable is only significant for the medium companies (β = 0,069, p < 0,05). 
The international presence of the company positively influence the productivity levels in the all companies 
sample (β = 0,054, p < 0,05) and for the small companies (β = 0,137, p < 0,05). 

 

Table 2:Influence of ICT and complementarities on labour productivity  

Variable All Micro Small Medium Large 
(Intercept) 7,515***  7,358***  7,702***  7,355***  7,751***  

 (0,173) (0,275) (0,379) (0,366) (0,239) 
INT 0,054* 0,055 0,137* –0,004 0,038 
 (0,026) (0,044) (0,068) (0,053) (0,066) 
RD 0,121***  0,179**  0,063 0,122* 0,140* 

 (0,029) (0,059) (0,093) (0,053) (0,064) 
ORG 0,025 0,010 –0,026 0,069* 0,068 
 (0,015) (0,023) (0,041) (0,032) (0,038) 
EDU 0,066***  0,053* 0,086* 0,081* 0,057 
 (0,015) (0,022) (0,040) (0,034) (0,041) 
ICT 0,145***  0,146***  0,223***  0,084 0,140* 

 (0,023) (0,032) (0,061) (0,050) (0,066) 
SIZE 0,025***  0,091**  -0,044 0,071 –0,004 
 (0,007) (0,028) (0,060) (0,046) (0,037) 
SECTOR Yes Yes Yes Yes Yes 
R2 0,277 0,246 0,204 0,325 0,261 
Adj. R2 0,266 0,219 0,139 0,280 0,200 
P-value 0,000 0,000 0,000 0,000 0,000 
Num. obs. 805 348 146 178 133 

Note: *** p < 0,001, ** p < 0,01, * p < 0,05; the standard error in brackets. 
Source: Own elaboration. 
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4. Conclusions 

The relationship between productivity and co-innovative sources of company productivity has been 
widely investigated, but mainly in the high developed countries. This paper provides new empirical evidence 
from Poland, post communist country. We use the new data collected by survey in the representative sample 
of Polish companies in 2015.  

We verified the hypothesis about the positive influence of indices of innovation, internationalization, 
management practices, education and ICT investment on the productivity of the companies. The results of 
the ordinary least squares model were presented for the total sample and subsamples divided by the size of 
companies. The results differs between the samples. The ICT investment and presence of separate R&D 
department and human capital are the main factors influencing company's productivity. The management 
practices and internationalization to the lesser extend, or appeared to be insignificant. All in all, the ICT 
investment should go hand in hand with other determinants of productivity. Policy makers should have in 
mind the presence and importance of the joint promotion of co-innovation productivity factors to boost 
company's productivity. 

The main limitation of this study is a missing financial data, which would be a better approximation 
for the company's labour productivity. Moreover, all variables are derived from the questionnaire based on 
the scaled data. Usage of the discrete variables instead continuous variables causes more issues in obtaining 
stable econometric model and may cause bias in the estimates. Moreover, we have in mind existing 
disparities in labour productivity caused by company heterogeneity across industries and with different size. 
This topic is of great importance and more country data should be collected covering especially small and 
medium enterprises, to identify the problems which are faced by companies. 

5. Acknowledgements 

We would like to thank the Department of Economic Policy of University of Lodz for having kindly 
supplied country-level data for this project, in particular Dr Lukasz Arendt. 

 

6. References 

[1] Arvanitis, S., and Loukis, E. N., Information and communication technologies, human capital, workplace 

organization and labour productivity: A comparative study based on firm-level data for Greece and Switzerland. 

Information Economics and Policy, 2009, 21(1): 43-61. 

[2] Bloom, N., Schweiger, H., and Van Reenen, J., The land that lean manufacturing forgot? Management practices in 

transition countries. Economics of Transition, 2012,20(4): 593-635. 

[3] Bresnahan, T. F., Brynjolfsson, E., and Hitt, L. M., Information Technology, Workplace Organization, and the 

Demand for Skilled Labor: Firm-Level Evidence. The Quarterly Journal of Economics, 2002,117(1): 339-376. 

[4] Cardona, M., Kretschmer, T., andStrobel, T., ICT and productivity: conclusions from the empirical literature. 

Information Economics and Policy, 2013,25(3): 109-125. 

[5] Ceccobelli, M., Gitto, S., and Mancuso, P. ICT capital and labour productivity growth: A non-parametric analysis 

of 14 OECD countries. Telecommunications Policy, 2012,36(4): 282-292. 

[6] Díaz-Chao, Á., Sainz-González, J., and Torrent-Sellens, J., ICT, innovation, and firm productivity: New evidence 

from small local firms. Journal of Business Research,2015, 68(7): 1439-1444. 



ISSN: 2247-6172; ISSN-L: 2247-6172 
Review of Applied Socio- Economic Research 

(Volume 13, Issue 1/ 2017), pp. 66 
URL: http://www.reaser.eu 

e-mail: editors@reaser.eu 
 

 

[7] Faggio, G., Salvanes, K. G., and Van Reenen, J., The evolution of inequality in productivity and wages: panel data 

evidence. Industrial and Corporate Change, 2010,19(6): 1919-1951. 

[8] Jorgenson, D. W., and Griliches, Z.,The Explanation of Change Productivity. The Review of Economics and 

Studies, 1967,34(3): 249-283. 

[9] Jorgenson, D. W., Ho, M. S., and Samuels, J. D., Information technology and US productivity growth: evidence 

from a prototype industry production account. Journal of Productivity Analysis, 2011, 36(2): 159-175. 

[10] Jorgenson, D. W., and Vu, K., Information Technology and the World Growth Resurgence. German Economic 

Review, 2007, 8(2): 125-145. 

[11] Jovanovic, B., and Rousseau, P. L. General purpose technologies, in P. Aghionand S. N.Durlauf (eds.), Handbook 

of economic growth. Volume 1. Amsterdam: Elsevier.2005, pp. 1181-1224. 

[12] Lallemand, T., Plasman, R., andRycx, F., Wage Structure and Firm Productivity in Belgium. In E. P. Lazear and K. 

L. Shaw (eds.), The Structure of Wages: An International Comparison. Chicago: University of Chicago 

Press.2009, pp. 179-215. 

[13] Mahy, B., Rycx, F., andVolral, M., Wage Dispersion and Firm Productivity in Different Working Environments. 

British Journal of Industrial Relations,2011, 49(3): 460-485. 

[14] Pilat, D., The impacts of ICT on productivity growth: Perspectives from the aggregate, industry and firm level. In 

M. Mas and P. Schreyer (eds.), Growth, capital and new technologies. Bilbao: Fundación BBVA.2006, pp. 113-

147. 

[15] Solow, R., Technical Change and the Aggregate Production Function. Review of Economics and Statistics, 

1957,39(3): 312-320. 

[16] Venturini, F., The modern drivers of productivity. Research Policy, 2015, 44(2): 357-369. 



ISSN: 2247-6172; ISSN-L: 2247-6172 
Review of Applied Socio- Economic Research 

(Volume 13, Issue 1/ 2017 ), pp. 66 
URL: http://www.reaser.eu 

  e-mail: editors@reaser.eu  
 

 

 
 

 
 

Eating with the dead in the nation of Georgia 
Ulrica Söderlind1+ 

1 Umeå  Univeristy school of Restaurant and Culinary Arts, Sweden 

 

Abstract:This articles has two focuses, one is what eating with the dead in the nation of Georgia 
significates for the family members and loved ones that are still here, another focus is on the 
traditions and habits surrounding the meals with the beloved parted ones. 
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1. Introduction 

 

There is a saying in Georgia—that God took a supper break while he was creating the world, and then 
became so involved in his meal that by accident he tripped over the peaks of the Caucasus, and as a result he 
spilled some of his own food onto the land below. The country blessed with the scraps of heaven’s table was 
Georgia. That saying gives an indication of how important food and beverage are for the Georgians, both in 
daily life and on feast days. It is also an indication of the importance of God and religion in the country.My 
focus for this text is to reveal the importance of food in Georgian orthodox Christian memorial feasts for the 
dead and to illustrate, through fieldwork and interviews, how the deceased are both remembered and 
celebrated through three main feasts: the Supra, the Easter Celebration, and bread.1 The overall question is 
therefore: how are beloved deceased family members remembered and celebrated through the Supra, Easter 
Celebration, and bread? 

 

2. A Brief Religious History of Georgia 

Georgia (Sakartvelo) is a transcontinental country in the Caucasus region, situated at the dividing line 
between Europe and Asia. Its geographical location borders with the Black Sea, the modern Russian 
federation, Turkey, Armenia and Azerbaijan, positioning the country as a crossroads between the East and the 
West, from pre-historic to modern times. Many times over the course of its history Georgia has been invaded 
by the Greeks and Persians, as well as the Ottoman Turks, creating a unique cultural situation, incorporating 
                                                 
 + Corresponding author: Ulrica Söderlind PhD,  Senior lecture, Tel.: +46737042131, mailing address; Umeå University 
school of Restaurant and Culinary Arts, Umeå University, 901 87 Umeå, Sweden, E-mail address: 
Ulrica.soderlind@umu.se.   
1 I have collected the information for the text during my research trips in Georgia from 2011 to 2014. The fieldwork was 
conducted in forms of interviews as well as personal observations. Most of my informants from my field research have 
asked to be anonymous, and therefore I have outlined the traditional customs but have not quoted informants directly.  
However, in my fieldwork in Georgia, I attended Supra meals and was able to observe these customs up close.   
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both Muslim and more traditional western views, as the country assimilated the culture of its various 
invaders. The invasions have left their imprints on Georgia’s foodways, resulting in the existence of many 
different gastronomical and culinary branches in Georgia today. Eating and dining, in general, remain very 
important activities in the country. 

Georgia has a long and complex religious history. If we focus on the monotheistic religions, the Jewish 
population came to the country after King Nebuchadnezzar II conquered Jerusalem in the year 597 B.C. The 
Jewish population and its descendants have since that time counted Georgia as a second homeland, and they 
have always been free to practice their religion and customs there.2 Georgia is one of the first Christian 
countries—the country had representatives present at the First Council of Nicaea in the year 325, while the 
official year for the country’s baptism is 337, an event credited to Saint Nino and her work. At that time, the 
country was a part of the Roman Empire under Constantine the Great.3 During the latter part of the 4th 
century AD the Persians invaded the Caucasus, and there was intermittent persecution. In the year 482 the 
Georgian King Vakhtang Gorgasali, with the Byzantines as his allies, defeated the Persians. In the year 645 
the Arab-Muslims stood outside the city gates of Tbilisi, and shortly thereafter the whole country was under 
Arabian political rule.4 During the reign of King David the Builder (1089–1125), the Orthodox Church 
became very strong. During the fourteenth century the country was under constant attack from the 
Mongolians. The fall of Constantinople in 1453 was followed by about300 years of very bloody battles and 
invasions. The Russian army freed Georgia from the Muslim incursions at the end of the eighteenth century, 
but in religious terms the country was ruled by the Georgian Orthodox Church even under Muslim rule 
during the period 1804-1910. During the following 106 years the Georgian Orthodox Church was governed 
by a Russian synod. Services and masses in the Georgian language were forbidden, the frescoes were painted 
over, and a large proportion of the country’s icons were destroyed and sold. In the year 1917, in the aftermath 
of the Russian revolution, the country gained some independence, which was lost again in 1921, this time to 
Bolshevik Russia. During the era of Communist Party (1921-1989) many of the churches were closed. 
Twenty-five thousand churches were active in 1921, but in 1945 only 50 remained.5 During the 1970s the 
Orthodox Church started to recover again. Under the present Patriarch over 600 churches have been restored, 
along with 70 monasteries, two theological academies, six seminaries, and the Academy of Sciences in 
Gelati.6 In 2004 one of the largest churches in the world was inaugurated. Jews, Christians, and Muslims live 
side by side and have their sanctuaries very close to each other in the old part of Tbilisi.7 As of today 
Georgia’s population is approximately 4.5 million and the major part of the population confess themselves to 
be Georgian orthodox, while approximately 10 % confess Islam and there is also a well-integrated Jewish 
group in the country, concentrated to the cities of Tbilisi and Kutaisi.8 

 

 

                                                 
2. Margvelashvili,Parmen, The Temple (Tbilisi: 2000), 46; Sukhitashvili, Dimitri, The Coat of Christ, (Tbilisi: 1999), 78. 
3.  Lang, Marshall, Lives and Legends of the Georgian Saints, (London: Allen & Unwin; Macmillan Co, 1956), 13. 

Machitadze, Zakaria, Lives of the Georgian Saints, (Platina, CA: St Herman of Alaska Brotherhood 2006), 18, 
Silogava, Valer, &Shengelia, Kakha History of Georgia, (Tbilisi: Caucasus University Publishing House, 2007), 43. 

4. Machitadze, 19–22. 
5. Machitadze 2006: 27. 
6. Machitadze 2006: 29. 
7. Machitadze 2006: 23–29. 
8. http://www.landguiden.se/Lander/Europa/Georgien/Befolkning-Sprak, Last accessed: December 19, 2016, The 

Swedish Institute of International Affairs, the article is only in Swedish, 
http://www.landguiden.se/Lander/Europa/Georgien/Religion, Last accessed: December 19, 2016, The Swedish 
Institute of International Affairs, the article is only in Swedish 
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3. The Supra Meal: Honoring the Dead 

 The Supra meal is a phenomenon in Georgia that usually takes place in the evening that goes on for 
hours; the word supra roughly translates as tablecloth. The term originally derives from the Arabic word 
sufratun, which means a cloth spread out on the floor for eating. At least 10 dishes are included in a supra, 
and they are all placed on the table simultaneously. There is an assortment of traditional dishes included in a 
supra meal: fried eggplant with tomato and paprika (ajapsandali), walnut sauce (bazje), meat soup (chartjo), 
baked bread dough with cheese filling (Khachapuri), pickled Caucasian nut (dzjondzjoli), porridge made of 
corn flour and sulguni cheese (elardzji), cornbread (mchadi), whole roasted suckling pig (gotji), brown beans 
in garlic sauce (lobio),a mixture of chopped spinach, leaves of beetroot or similar (mchaki/pchali), barbeque 
(mtsvadi),whole fresh herbs such as estragon, coriander, mint, dill, parsley dipped in salt (mtsvanili), 
eggplants with walnuts (nigvziani), bread (puri), turkey or chicken with walnut sauce (satsivi), marinated 
mushrooms (soko), a relatively salty cheese that can also be served fried (sulguni/suluguni), and a chicken in 
a tomato and onion sauce with herbs and sauce made from prunus divaricate (tjachochbili). The fruit is called 
Tkemali, and it is a kind of prune that comes in three colours: red, green, and yellow. The listed dishes for a 
supra are dishes that are considered to be Georgian and therefore have a given place at the table. 

 

 

 

 

 

 

 

 

 

Fig 1 and 2. Eggplant with walnuts on its plate to the left and to the right walnut sauce is in the making. © 
Author, 2011 

 

 

 

 

 

 

 

 

 

Fig 3. Khachapuri in the making, © Author, 2011 
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Fig 4 and 5. Whole roasted suckling pig waiting to be cut up for the supra meal on the left, on the right 
lobio(beans) are being made. © Author, 2011 

 

 

 

 

 

 

 

 

Fig 6 and 7. Mtsvadi over open fire and tone bread fresh from the oven. © Author, 2011 

 

 

 

 

 

 

Fig 8. Yellow Tkemali fruits waiting to be harvest. © Author, 2011 
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The different kinds of dishes are served on communal plates. Each dish is placed on several different 
serving plates and placed out on the table. Each guest then takes the dishes he wants. At the end of the supra, 
Turkish coffee is served along with fruits, such as figs and quince in syrup.9 This plethora of dishes should be 
seen as a minimum of dishes for a supra meal, and a normal supra goes on for several hours. A traditional 
supra can be given and celebrated on any given day of the year. It can be given as a celebration of a special 
occasion, such as a birthday, or simply because one wants to have a nice time with friends and family. 

Close family members, extended family, and friends typically gather for a larger supra on a special 
occasion that honors a deceased loved one 40 days after his or her death and after one year of the passing. 
This gathering marks the completion of the 40 days of wandering that Georgian Orthodox followers believe 
departed souls travel in order to be judged by God. The judgment is based on the person’s actions during 
one’s lifetime, and Georgian Orthodox Christians believe it takes 40 days before the judgment is over and the 
soul is released to go to heaven and no longer be earthly bound.10 Though it is generally unknown where the 
departed souls travel, the important aspect of the large Supra is the shared belief that the soul has reached its 
final state and no longer wanders about. The preparation for this occasion and large supra takes days in 
which the family members cook both day and night in order to get ready for the event. The core dishes 
mentioned earlier are a mere sample of those prepared for the larger feast, and no expense is spared in order 
to place as many dishes as possible on the table in remembrance of the loved one that passed away. 

The final journey of a beloved one is indeed supported by a large meal. It is not clear, however, if the 
meal in itself is a send-off for the departed, if it is a symbolic meal for the mourners in order to celebrate the 
departed person’s final ascent into heaven, or if it is simply an excuse for having a large dinner party. The 
answer to the question as to why the supra is held varies depending upon whom one asks. Some say that it is 
stated in the New Testament that Jesus declared that it takes 40 days for the soul to be judged and sent to 
Heaven. The interpretation of this scripture is that the supra meal comes from heaven and therefore is a very 
important ritual to have in releasing the beloved one to Heaven. Other Georgians that I interviewed believe 
that even if they are deeply religious and well rooted in Georgian orthodoxy, they find the celebration of a 40 
day Supra tedious, and therefore prefer to observe these customs in private, a celebration to remember the 
family.11However the custom with the Supra is so strong that they attend the occasion without complaint. 
Still, others argue that the Supra has nothing to do with Christian orthodoxy. Instead it is an excuse for 
having a great feast and meeting family members and friends whom they have not seen for a very long time. 
These different views indicate that the 40-day Supra celebration is a complex phenomenon in the religious 
life. 

 

3.1 The Tamada 

 It is not possible to talk about a Georgian Supra without mentioning the tamada. In Western Europe the 
tamada is called “toastmaster”. The tamada is a male guest elected to function as the supra host and is 
generally chosen to be the tamada at the beginning of the meal. Considered to be a great honor (especially at 
large supras), the tamada is elected from the male guests because traditionally only men attended the supra. 
Normally one of the oldest male guests is chosen, often the host holding the supra. Even if girls and women 

                                                 
9. Enwall, Joakim& Söderlind, Ulrica, Den georgiska matkulturen, Medea från Georgien- skatter från antikens Kolchis, 

(Värnamo, Medelhavsmuseet: 2009), 109-110;, Chatwin,Mary Allen Tamadoba- drinking social cohesion at the 
Georgian table, Drinking- Anthropological approaches, (Cornwall: 2002), 181. 

10. Secretary of Father Adam, Georgian Orthodox Church, Tbilisi, Georgia, March 11, 2013. 
11. Interviews with anonymous believers of the Georgian Orthodox faith, Tbilisi, Georgia,February 13, 2014, March 10, 

2014, April 16, 2014, May 2, 2015. 
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take part today as guests at a supra, it is not a custom to choose a woman as tamada. It takes years of training 
from childhood for a boy to be a good tamada when he grows up. Tamadas are expected to be effective and 
innovative, simultaneously drawing upon tradition while striving to make their supra unique and memorable. 
The tamada begins the supra with the first glass raised, joined by all the other guests at the table and 
continues the process with successive statements at frequent intervals during the entire meal. The wine 
consumption varies from two to six litres of wine per person during a normal supra. It is considered an insult 
to the guests to serve a bad wine. The wine at a supra is usually a red domestic wine of very high quality.  
Since wine is such an important part of the Georgian food culture, the majority of the Georgians know their 
wines very well. At the supra no wine drinking takes place between the toasts made by the tamada. Non-
alcoholic beverages are served throughout the whole supra that one can drink at any time. 

 One does not propose a toast if one is not the tamada except under certain conditions and with the 
permission of the tamada. Additionally, no one can change the theme of the proposed toast. Sometimes at 
large or grand supras the tamada has a helper, a so-called merikipe (keipe derives from the ancient Persian 
word for joy), who is responsible for serving the wine. The merikipe has an important role at the table as the 
tamada’shelper. The merikipe sees to it that no wineglasses are empty and fills them up so that no guests are 
without wine when the tamada proclaims a toast. Sitting with an empty wineglass is considered to be an 
insult to the guests. Women and foreigners around the table, however, are allowed to decline refills if they 
wish. In the toast the tamada sees to it that the word Gaumardjos, which means victory, is utilized in 
reference to the deceased.12 A toast in Georgia is never allowed to end with death, but always with a form of 
life. This is therefore a symbolic victory over death. 

Depending on the size of the supra, the number of toasts varies from five toasts to twenty or more. 
Toasts are usually given to honor acquaintances and friendship, to thank the guests and their families, to toast 
the health and well-being of attendees, to thank parents and the older generation, to remember the dead and 
the saints and those who died before their time, to toast the new born and the unborn, to toast the women 
around the table (here the women are addressed as the veiled ones), to toast love, to honor the mothers of the 
guests, to hope for world peace, and finally, to thank the hostess and tamada. The toasts made by the tamada 
during the supra are an important way to manifest the Georgian culture and the basic national values along 
with traditional virtues, both for the living and the deceased. 

The toast for the deceased loved ones is a very special toast, and it is not uncommon for wine to be 
poured onto a piece of bread or for bread to be dipped in the wine during the toast. According to personal 
choice, the bread can be eaten or not eaten. Opinions differ among Georgians as to where this custom comes 
from and what it means. Some say it is the symbol of the body and blood of Christ while others say it comes 
from the mountain areas where wine is poured into the ground during this special toast. In the cities, the 
ground itself has been substituted by pieces of bread. Guests often feel that they are directly sharing wine 
with the deceased person and that the bread is the material form of the deceased. This emotion and belief 
harkens back to Jesus’ words during the last supper, when he proclaimed that the bread was his body and the 
wine his blood. The men generally stand during this toast while the women remain seated.13 At the large 
supra, which takes place forty days after the death of a loved one, the number of toasts usually exceeds the 
twenty previously mentioned. It is not uncommon for the tamada to pass the toast on to the next male guest 
who continues the same theme, then that guest passes the toast on to the following male guest and so forth, 
until all of the male guests have had their turn. It is essential to have a large amount of wine at this supra 
because it would be considered an insult to run out of wine. Serving good wine in large quantities symbolizes 
                                                 
12. Enwall & Söderlind, 2009, 110; Chatwin 2002, 181,184-186; anonymous Georgian Orthodox believer, Tbilisi, 
Georgia, September 10, 2010. 
13. Chatwin, 2002, 185; Enwall & Söderlind, 2009, 111. 
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great hospitality on the part of the host. 

 

 

 

 

 

 

 

 

 

 

Fig 9. Blessed so called Kvevris for fermenting sacred wine in. © Author, 2013 

 

3.2. The Kolio 

One dish that is more or less obligatory to serve at the 40-day supra is Kolio,14 a dessert made from 
wheat, honey, walnut, sugar, raisins, and water. The history of this meal traces back to saint Teodore Tironi, a 
knight from the fourth century C.E., when many Georgian Christians were in a transition period between the 
old beliefs in many different gods and Christianity (i.e. the beliefs was moving from polytheism to 
Christianity). The rulers of Georgia at the time, Maksimiane (305-311) and Maksimine (305-313), decreed 
that all who would not pray to the pre-Christian gods and who would not make a sacrifice to them would be 
punished. Teodore Tironi, an early Christian, answered the decree by burning down some temples dedicated 
to the pre-Christian gods, and for this action, he was captured, tortured, and burnt. Fifty years after his 
martyrdom, when fasting days became popularly celebrated by Christians, King Ivliane told the governors 
that they should pour blood sacrifices on the foodstuff in the markets, since then the Christians would not be 
able to eat the food because it would be a sin to break the fasting rules. The legend also states that the main 
bishop, Evdoksis, saw Saint Teodore, and the saint told the bishop to tell the people not to buy food at the 
markets since it was contaminated by blood. Instead, they should buy wheat and honey from other places and 
make the dish now known as Kolio. Regardless of the legend of its origins, Kolio became an important dish 
eaten on holy days in the Georgian orthodox faith and especially after a person died. It was considered to be 
a symbolic victory over the old beliefs, since the Georgian orthodox faith soon became the official religion in 
the nation. Kolio has ever since been a dish served and eaten in connection with a person’s passing. In due 
course, it found its way onto the supra table that is served forty days after a person’s passing. In the Georgian 
Orthodox Church, the feast day for Saint Teodore Tironi is February 17.15 

Kolio takes approximately two days to make. The cook cleans the whole wheat by rinsing it in water and 
boiling it. The ration of water to wheat is two to one. After it is boiled, the pot is taken off the stove and 

                                                 
14. Secretary of Father Adam, Georgian Orthodox Church, Tbilisi, Georgia, March 11, 2013.  
15. http://www.orthodoxy.ge/tveni/tebervali/17-teodore-tironi.htm, Official website for the Georgian Orthodox Church, 
the article about Saint Teodore is only in Georgian,  Last accessed: December 19, 2016 
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placed in the middle of several blankets, covered, and left to rest until the following day so that the wheat 
can absorb the remaining water. When the blankets are taken away the following day, the pot is still hot. 
Sugar, honey, chopped walnuts, and raisins are added, and the dish is stirred. If it is in need of more boiling 
water, it is added. The desired consistency of the dish should be light, not sticky and very sweet. The sugar, 
honey, and raisins stand for the sweetness. For a foreigner the dish might seem a bit too sweet. Many 
Georgians, however, have a sweet tooth and like very sweet desserts. The kolio is presented in either a deep 
bowl or a plate and eaten with a spoon.16 

 

 

 

 

 

 

 

 

 

 

 

Fig 10. Kolio in front of an icon together with Holy Bread. © Author, 2011 

 

3.3 Easter 

 The Easter celebration in Georgia holds a very special place for all Christian believers because Georgian 
Orthodox Christians celebrate and commemorate Jesus’ death and resurrection as Christ. During the Lenten 
season, a Christian Orthodox season of repentance that takes place the 40 days before Easter, many Georgian 
Christians ascribe to the proscriptions forbidding the eating of meat, dairy products, or sugar, and breaking 
the fast on Easter day after forty days of not eating these foodstuffs is a cause of celebration itself.17 Even if 
the believers visit the family members’ graves year round with food and drink, Easter Monday is a very 
special day for visiting the graveyards, as the resurrection of Jesus gives more reason to presume that one’s 
deceased relatives are also sharing in eternity with him.  A connection exists between the visits to the graves 
of the deceased and the Orthodox Christian idea of Easter as a rebirth of humankind. The visit to the graves 
begins with the living family members greeting the souls of the deceased with the words “Christ is risen.” 
Prior to Easter, eggs are coloured red at home in remembrance of Christ’s blood that coloured the earth 
during the torture and crucifixion. It is also a symbol for Jesus’ victory over death in the resurrection from 
the grave and his becoming the Christ, and in that way visiting the grave becomes a symbol for new life. 

 

                                                 
16. Observation and participation of making Kolio, Rustavi, Georgia, July 3-4, 2011.  
17. Secretary of Father Adam, Georgian Orthodox Church, Tbilisi, Georgia, March 11, 2013. 
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Fig 11. Easter egg in preparation to be boiled along with peels of onion and a red root in order to colour them 
red. © Author, 2013 

 

Wine is then poured over the grave in the form of the cross of Saint Nino, the symbol of the Georgian 
Orthodox Church. The original cross of Saint Nino was made out of vine branches tied together with the hair 
of Saint Nino, and it symbolizes the Georgian orthodox faith and hope that death is not the end of a person. 
The cross of Saint Nino is an indicator of how important wine is for the believers, as it is considered to be a 
heavenly beverage. No one in Georgia denies the sacredness of wine. The wine is usually a red domestic 
wine of high quality since it is a symbol for the blood of Christ. Family members taken part in these visits 
from early childhood. 

 

 

 

 

 

 

 

 

Fig 12. Saint Ninos cross that is made out of vine branches. © Author, 2011 

After toasting the deceased family member(s), the visiting family toasts and eats with each other. One 
very important item is the Easter Cake, called paska. The paska cake contains egg, butter, and sugar 
(ingredients forbidden during Lent). One can either make the paska at home or buy them in stores and 
bakeries. The paska cake derives from either Italy or Russia, and there is some difference between them. The 
texture of the cake should be very light and the taste sweet or slightly spicy. The cake is always baked in a 
high round tin mould.The Italian inspired Paska in Georgia have more candied fruit in it than the Russian 
version. The Russian version contains some spices that the Italian version does not have.The eggs, the wine, 
and the Paska cake are always present at this occasion, and the rest of the meal depends on what the family 
has at home. The visit to the graves takes most of the day, so eating something more than an egg and a paska 
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cake is often necessary. During Soviet times, the government forbade visitation graves during Easter because 
religion was also forbidden. The people therefore visited the graves the day after Easter instead so that the 
tradition was kept alive even if it was not allowed, for there was no way the Georgians would not pay respect 
to their beloved ones.18 

 

 

 

 

 

 

 

 

 

 

Fig 14. Making of Easter cake (Paska) by mother and daughter at their home. © Author 2013 

 

 

 

 

 

 

Fig 15 and 16.To the left food is left on the graves for the loved ones who have passed away so that  

they have something to eat when the visit is over. Here Paska cakes and eggs have been left at the 
grave for the beloved ones to feast on, along with some flowers. The wine is already poured onto the ground 
and to the right table and a bench at a grave site in central Tbilisi. © Author 2013 

Since it is traditional to bring food and wine to the graves of the deceased throughout the year, it is also 
customary to find a table of some sort at the grave. The table is used for the placement of food, both for 
visitors to the grave and for the dead. Sometimes flowers are left at the graves. The main thing, however, is 
to leave food (or a meal) at the graves. The family members always toast with the beloved passed person and 
eat with him or her on these occasions. In this way, the living reintegrate the beloved deceased ones through 
a shared social space on sacred ground. Through eating at the graveside, the dead are once again invited to 
take part in the realm of the living, while the living also acknowledge their relationship with the dead.  The 
visit at the graves takes hours before it is over, and the living tell the deceased what is new in their lives since 

                                                 
18. Anonymous believer, Tbilisi, Georgia, May 15, 2015. 
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their last visit. 

 

3.5 Bread and the Religious Significance of Wheat 

Bread is a staple food in Georgia, and bread accompanies every meal except when dumplings (filled 
either with minced meat, potato, cheese, or mushrooms) and cheese-filled baked bread are served. Even at a 
large table such as the supra, bread is present and completes the supra. Wheat is the main crop for bread 
making in Georgia and it plays a special role in Holy days that celebrate abundance and fertility in the 
church. On these Holy days, grains of wheat are placed in a special bowl during the mass. The meaning of 
the wheat is two-fold in that the wheat simultaneously symbolizes death and life.  In my field research, a 
Father (who wants to remain anonymous) in the Georgian orthodox church stated that the wheat has a 
symbolic dual role—it symbolizes death through the dead seed and life and prosperity through the possibility 
of new life and growth.19The sacrament of bread in the Georgian Orthodox Church is made out of wheat 
flour. Like the wheat seed, the bread also has two meanings. It represents abundance according to Jesus’s 
miracle in Galilee, where he fed a large number of people from two fishes and five loaves of bread, and it 
represents Christ’s two natures, human and divine. The sacrament of bread is made in two shapes: one for the 
deceased, decorated with a cross, and another for the living, decorated with the Virgin Mary and Baby Jesus.  

 

 

 

 

 

 

Fig 17. In the Georgian Orthodox Church two different stamps are used for the bread for the Divine 
Service. One with Virgin Mary with baby Jesus (on the left) for the ones that are alive and not yet born and 

another one with a cross (on the right) for the ones who has passed away.© Author, 2013 

The worshippers buy the holy breads and write the names of deceased and living persons on pieces 
of paper. The priest then prays for these people during mass.20 The Holy bread takes seven hours to make in 
the church bakery, and only young men are allowed to work in the bakeries. Sometimes, a whole loaf of 
bread is left in the churches with prayers and lit candles for the deceased. The bread is called tone bread 
because it is made in a bevel-shaped tone oven designed to provide very high, dry heat. Fuel for the fire is 
provided by charcoal, which lines the bottom of the structure. In order to produce temperatures approaching 
900 degrees Fahrenheit (480 degrees Celsius), bakers maintain a long vigil to keep the ovens coals 
continually burning. At such high temperatures, bread made in this oven develops a very crisp outer layer 
without sacrificing moistness on the inside.21 In order for the bread to get the distinctive long shape, the 
baker uses a mould in which he places the pieces of dough on top and pulls the dough to the desired shape. 
The dough for tone bread is made out of wheat flour. In fact the Georgian word for wheat flour translates into 
English as “bread flour.” 

                                                 
19. Father, Georgian orthodox church, Tbilisi, Georgia, July 20, 2011. 

20. Father, Georgian orthodox church, Tbilisi, Georgia, July 20, 2011. 
21. Tudoa, R, Georgian Soviet Encyclopaedia, vol 4, (Tbilisi: 1979), 692. 
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The custom of using wheat in special masses in the Georgian Orthodox churches and the twofold meaning of 
death and new life may also have its origin in ancient civilizations. In Egypt during the feasts of Isis, baskets 
full of wheat and barley were carried in the procession in memory of the benefaction of the Goddess. Husks 
from the grain were isolated from almost every sample of intestinal contents of pre-dynastic Egyptians both 
in Egypt and Nubia, and as late as the Christian period. In the tomb of a royal fan-bearer who lived in about 
1500 B.C.E. (in the Valley of the Kings), a mattress of reeds covered with three layers of linen was found 
resting on a bier. On the upper side of the linen a life-size figure of Osiris was painted, and the interior of the 
figure, which was waterproof, contained a mixture of mold, barley, and sticky fluid. The barley had sprouted 
and sent out shoots two or three inches long, and debris of triticum dicoccum (Egyptian spelt) was also 
found.22 These findings are one example of how Osiris was worshipped both as the God of the dead but also 
as a God of resurrection, and in the latter he was depicted with a green face as a symbol for life and rebirth. 
Since Egypt was of great interest to the Greeks, they may have come across this custom during their stay in 
the country. In ancient Greece Persephone was the daughter of Zeus and the Goddess Demeter who was the 
Goddess of Vegetation. According to the myth the earth opened up one day when Persephone was picking 
flowers and Hades abducted her into the world of the shadows. When Demeter became aware of what had 
happened she withdraw from the world with the consequence that all vegetation ceased. This could not go on 
and finally Zeus ordered Hades to send Persephone up into daylight again, Hades obeyed after he had 
persuade Persephone to taste a pomegranate which bound her to the kingdom of the dead. She had to spend a 
third of the year there and the rest of the year among the Gods of Olympus. When she was in the kingdom of 
the dead the soil was cold and not fertile, while she was on Olympus the vegetation prospered and gave 
wealth and crops that was turned into food by the humans. The ear of wheat and other grains that were 
placed in the soil in order to once again come to life during the spring and summer were symbols for the 
hope of humanity arising from decay and corruption into something better and brighter. Persephone usually 
was portrayed with a sceptre, tiara, an ear of corn, a pomegranate, torch and poppy. Persephone and her 
mother were celebrated in Eleusis where she was known as Kore (the girl).23It is feasible that they found the 
idea of re-birth and resurrection of interest and took that interest with them when they later colonized other 
geographical areas such as Georgia. 

 

 

 

 

 

 

 

 

Fig 18. So called tone bread (puri) left with a candle and prayers for different people in a church in Tbilisi. © 
Author, 2013. 

                                                 
22.Ruffer, Armand, Food in Egypt (Le Caire: Imprimerie de l'Institut français d'archéologie orientale 1919), 52-54. 
23. http://www.ne.se./uppslagsverk/encyklopedi/l%C3%A5ng/persefone, Swedish national encyclopaedia, word: 
persefone, Last accessed December 19, 2016, The article is only in Swedish. 
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4. Conclusion 

This text has discussed select special occasions in the nation of Georgia in which the followers of the 
Georgian Orthodox faith dine with the deceased, such as the large supra and at Easter. Georgia is a nation 
with a complex and sometimes bloody history, as invasions are familiar to its inhabitants and many families 
have a long history of loss and death. Since death has been present for many generations in Georgia, death is 
traditionally considered to be a part of life and remembrance of the dead an important and integrated aspect 
of Georgian culture. Eating and drinking continue to be an important aspect of culture in Georgia. All women 
take great pride in the art of cooking, and most dishes are made from scratch in a Georgian kitchen, with 
recipes handed down from one generation to the next. This connection between the living generation and the 
ones that have passed via recipes, taste, and food is of great importance since the living feel a strong 
connection with the family members that have gone before them, and they are always remembered by the 
tastes they left behind. Wine is a typical accompaniment to any meal, but a guest is not obliged to drink wine 
if he or she does not want to. Many times when I have been invited as a guest to eat, regardless of the 
occasion, wine and bread are often spilled on the floor. When I have asked if one should not pick it up, the 
answer has been that it should be left for the dead. This answer has always been intriguing to me, no one will 
clean up during the meal or event. The following day I have asked the meaning of the answer, sometimes I 
have been greeted with a smile, other times the answer has been that what falls on the floor stays there for 
the dead. This is not a Christian tradition, and it may have pre-Christian roots, perhaps even of a Greek origin 
because of ancient Greece’s interest in Colchis, the territory of modern western Georgia.24 Greece colonized 
the coast of Colchis and established trading posts in Phasis (modern-day Poti), Gyenos, and Dioskuria 
(modern-day Sokhumi). Phasis and Dioskuria became splendid Greek cities dominated by mercantile 
oligarchies. The cities became very important trading centres along the Black Sea coast, trading wine in large 
quantities. Indeed, wine amphora have been discovered near Poti showing that there was a developed export 
and import wine business.25 The city of Vani came to be an important religious center during the 7th to 8th 
centuries B.C. In ancient Greece it was common to offer wine to the dead in different forms.26 It is feasible 
that the contemporary Georgian custom of spilling wine on the floor has its roots from Greece, since the 
Greeks themselves brought their traditions and customs with them to the new country, but no one today 
really knows the origins of this custom. It is however, still appreciated in Georgia today. Bread was also 
offered to the dead in Greece,27 and it is not impossible that the custom of pouring wine over bread in order 
to honour the deceased also has its origin from Greece, even if it may have been modified over time and 
syncretized within the framework of the Georgian Orthodox Church. It is indeed very likely that the customs 
and traditions that now are practiced within the framework of the Georgian Orthodox Church have their 
origins in a pre-Christian era. 

 

 

 

 
                                                 
24. Lordkipanidze, Otar,Phasis: The River and City in Colchis, (Tbilisi: 2000), 11-12. 
25.  Gamkrelidze, Gela, On The Archaeology of Phasis Valley, (Tbilisi: 1992), 108. 
26. Alcock, Joan P.,Food in the Ancient World, (Westport CT: Greenwood Press, 2006), 117; Robert I. Curtis, Ancient 
food technology, (Leiden: 2001), 295-296. 
27.  Marchant, John, Reuben, Bryan and Alcock, Joan Bread—A Slice of History, (Stroud: History Press, 2008), 23; 
Curtis, 2001, 290; Alcock, 2006, 154. 
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Abstract: Our paper has as objective to describe and analyse the role of the Romanian credit union sector 
in combating financial exclusion and delivering financial education. The paper is a development of the 
Working Paper N° 2015/11, published in 2015 by CIRIEC (International Centre of Research and 
Information on the Public, Social and Cooperative Economy):  Credit Unions in Romania – a strong social 
enterprise model to combat financial exclusion and overindebtedness, available online at: 
http://www.ciriec.ulg.ac.be/wp-content/uploads/2015/12/WP15-11.pdf. The WP included preliminary 
research results of the project “ICAR - inclusion by micro-credit and mutual help”, financed by European 
Social Fund, regarding the general context of access to financial services in Romania, financial exclusion 
and over-indebtedness. The WP was an analysis of the credit union sector in Romania in the five spheres of 
activities: members, community, state, structure, management (MacPherson, 1999) and in a historical 
perspective from 18th through to 21st Century adapting and transforming, transgressing socio-economic 
systems, including transition from the communist regime to the current market economy context, in order to 
establish their stage of development. Credit unions are a significant movement in Romania registering 1.2 
million members just in what is traditionally called “employee credit union” in 2569 credit unions all over 
the country with 3163 employees, most of which are affiliated in 40 regional unions represented at national 
level by National Union of Credit Unions in Romania UNCARSR. Established as non-profit associations, 
mutual saving societies or credit unions, they are non-banking financial institutions. Applying this 
theoretical framework to the Romanian credit union model enabled us to derive valuable lessons for the 
practitioners in the field (the work was carried out in cooperation with UNCARSR) and for policy makers 
given the current difficulties of access to financial services in Romania. For the research we have also used 
extensive documentation and practical examples from the credit union system in UK in Manchester - 
Liverpool area including lectures from the Research Unit for Financial Inclusion Liverpool John Moore 
University. This cooperation with the credit unions in UK is continuing with exchanges of practices in access 
to financial services for underserved communities, and their financial education including plans for 
development of common training materials on financial education and social impact assessment. 

 

Key-words: financial inclusion, financial education, credit union, social enterprise 
 
JEL codes: G00, Z10. 

 
1. History of credit unions in Romania 

 
In Romania credit unions are established as non-profit associations, and are divided in two categories: 

credit unions of employees (established according to the law no. 122/1996) and credit unions of pensioners 
(established according to the law no. 540/2002). Credit unions in Romania can be considered part of the 
broad category of mutual saving societies or credit unions, having the main aim to raise funds from members 
in a “social fund” and to provide them loans  at affordable interests (sometimes also financial help in special 
                                                           
1 This paper was nominated as one of the three finalists of the European Microfinance Network (EMN) Research Award 2017 
- http://www.emnconference.org/index.php/awards-2017?layout=edit&id=207 
2+ Corresponding Author: President of Solidarity Laboratory Romania, Bucharest, Sos. Stefan cel Mare 240, Bloc 59A, apt 156, E-
mail: ancutavamesu@gmail.com, Tel. +40 -745131354 
3 Assoc. Prof. PhD, Expert Laboratory of Solidarity Romania, Bucharest, Sos. Stefan cel Mare 240, Bloc 59A, apt 156, E-mail: 
cristina_barna1412@yahoo.com, Tel. +40 -723263677 
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situations e.g. funeral expenses, sickness etc.), contributing in this way to preventing  social exclusion. 
According to the national legislation, credit unions are included in the category of non-banking financial 
institutions, and are registered in the Register of non-banking financial institutions of National Bank of 
Romania, together with the pawn houses and other entities which perform activities in this field. They are not 
credit institutions (financial monetary institutions), in the sense they cannot attract deposits or other 
repayable funds from public and cannot offer lending in their own and/or issue electronic money. 

In Romania, the history of mutual credit dates back in the 18th Century when such associations were 
established in Transylvania, on the model of guilds with a mutual aid character. According to Kivu M. 
research report: in 1722 in Resita appeared so called “brotherly chest” (Bruderlade), an association 
established on the model of the mining associations from Central Europe, that worked from 15th - 16th 
Centuries; in 1789 in Baia-Mare appeared Main Brotherly House, which later was extended to the 
metallurgists from town; in 1835 Home Storage “Kronstadter Allgemeine Sparkassa” was established in 
Brasov, formed from members’ deposits. In the second half of 19th Century appeared first credit unions 
resulted from social initiatives of small craftsmen, traders, professors, workers etc.,  who put a part of their 
savings in common, as base for obtaining credits (for example: 1846, in Brasov - Romanian Association of 
Mutual Aid of typographers workers; in Braila - “Twinning” Saving, Credit and Help Society; in 1858 in 
Bucharest - “House of help and provision of  typographers workers”; in 1863 in Bucharest “House of mutual 
aid of typographers workers” under the presidency of C.A.Rosetti; in 1868 in Chirnogi village, Ilfov county - 
“Society of indoor relief of Chirnogi village”, considered the first modern credit association which was 
legally functioning in Romania - juridical person; in 1870 in Bucharest - “Saving - Association of popular 
credit”, savings and credits house funded by  Petre S.Aurelian etc) (Kivu, 2011, quoted from Lambru, 2013, 
p 37 - 38; UNCARS 2015).  

The current particular organization of the credit unions in Romania in two separate sectors with slightly 
different legislation (for employees and for pensioners) is a legacy from the communist period, when these 
organizations were integrated in the communist welfare system, and thus related to the labor status of the 
person as employee or retired, offering than the single loan option for citizens in the absence of the 
commercial banks.  This rigid dichotomous structure followed the structure of the life cycle from the 
communist period: school - work - pension. So, for the employees there was the option of volunteer 
enrollment  in the credit union of the employees under the direction of trade unions, and, when they retiring  
they had the option of volunteer enrollment  in the credit unions for pensioners under  the coordination of 
Ministry of Labor at that date (Lambru, 2013, p.78). 

Credit unions were always a considerable support for the persons with low income in Romania, being 
credible institutions in the communist period, and also after 1990 Revolution, facing successfully all 
turbulent economic transformations and global challenges, adapting and developing themselves continuously 
until present, when they  begin to diversify their lending also to assist members with entrepreneurial 
activities. Since 2014, in the first stages of the European Commission JASMINE initiatives, 6 credit unions 
from Romania were selected for being beneficiaries of technical assistance, evaluation and training as micro-
credits providers.  

Being organised around an employer – common bond being the employer - after the Revolution, credit 
unions faced the sudden collapse of big industrial enterprises, a change of the system, but, after a moment of 
crisis and confusion, they re-organized themselves and continued to activate as support for people.  
 

2. Credit unions role in counter-act increasing poverty, financial exclusion 
and over-indebtedness in Romania 
 

At  present credit unions are considered one of the main actors of social economy in Romania with an 
important role in tackling poverty and financial inclusion in Romania. According to the  Financial Inclusion 
Index developed by the Microfinance Center, Romania ranks last in the hierarchy of EU member states with 
a Financial inclusion score of 0.554 (Microfinance Center, 2015).  
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According to Eurostat data, in 2015 Romania had the 2nd highest risk of poverty or social exclusion, with 
37,4% of the total population being affected, on a positive trend though since 2012 when it had reached a 
historical maximum of 43.2%. In the same time Romania has the biggest quota of persons who live in rural 
areas from European Union (45% from the total population), and, according to Eurostat, the risk of poverty 
is 2 times higher in rural areas (50,8% of people at risk of poverty in rural areas compared to 24% in cities). 
The financial exclusion is strongly connected with social exclusion. Historically, credit unions and credit 
cooperatives are known to have served mostly the rural areas, which had poorer access to financial services. 
The poverty among old age,  pensioners – over 65 years from Romania is below average. According to 
Eurostat, in Romania the rate of over 65 - pensioners who  live at the limit of poverty is of 33,3% compared 
to the average of 37.4%. In total, in Romania live 5 million pensioners, approximately 2 million pensioners 
in poverty. In 2012, 1,8 millions of pensioners were members in credit unions of pensioners, and benefited of 
affordable loans, financial aid in different situations, and a lot of social services - social shops, social 
hairdressers and barbers, discounted trips,  discounted medical services and physiotherapy clinics  etc. Credit 
unions for pensioners’ mean mutual help, social services, but in the same time they mean active ageing for 
many Romanian pensioners. Credit unions for pensioners succeed to enhance the quality of life of these 
persons, optimizing opportunities in response to needs for financial and social services, acting as a social 
innovatory system of  autonomous service delivery  for an important part of elderly people in Romania, lost 
outside a social safety net by the state social policies.  
 

In Romania there is still little access to financial services. Romania is the EU member state with the 
lowest acces to financial services. 
 

Table no 1:  Account with a financial institution in 4 countries and Euro zone average – 
national and rural 2011 and 2014 

 

  
Account with a financial institution (%) 4 

Account at a financial 
institution, rural 

2011 2014 2011 2014 
Euro Zone  90,6 94,8 89,08 94,75 
Romania 44,6 60,8 37,40 56,38 
Bulgaria 52,8 63,0 45,02 54,34 
Serbia 62,2 83,1 52,74 79,39 
Ungaria 72,7 72,3 69,67 70,80 

    Source:  Global Findex Database – processed by the authors 
 

According to the Global Findex database 5 in 2014 only  60,8% of the population 15 years and over had 
an account with a financial institution, compared with the Euro zone  average of 94,8%. Even compared with 
all its neighbor countries EU member and non-member Serbia, Romania is the country with the lowest 
access. This is although rapidly increasing. Access in Romania has risen with 38% over the last 3 years from 
44,6% to 60,8%, the highest increase among the countries in the region. Access is  lower among the poorly 
educated  (primary school or less) of only 34,4% and among the rural population 56,4%. The access among 
the rural population has risen at  a faster pace than the average with almost 50% over the same period.  

                                                           
4 Denotes the percentage of respondents who report having an account (by themselves or together with someone else) at 
a bank or another type of financial institution (see year-specific definitions for details) (% age 15+). 
5 http://www.worldbank.org/en/programs/globalfindex 
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According to Global Findex 45,7% of the Romanians have borrowed money in 2014, 10% more than the 
Euro zone area and even more than its neighbor countries. The incidence of borrowing is higher among the 
rural population and those poorly educated, although these have poorer access to services.  

Table no. 2 Incidence of borrowing6 among selected countreis and average 
Eurozone area 2014 – general, primary education or less and rural 

 2014 
 

Borrowed any 
money in the 

past year 

Borrowed any 
money in the past 

year, primary 
education or less 

Borrowed any 
money in the past 

year, rural 

Euro area 35,4 .. 35,9 
Romania 45,7 45,3 45,6 
Bulgaria 33,1 28,2 32,0 
Serbia 32,1 28,9 32,2 
Hungary 31,4 29,4 31,7 

                   Source:  Global Findex Database – processed by the authors 
 

Indebtness of the Romanian households was increasing rapidly until 2013, raising 3 times in 6 years 
(2007 - 2013). Even if in the years 2014 and 2015 the trend was negative, according to Eurostat, in 2015 
Romania was still the 7th country in EU in terms of weight of households with arrears for current payments  
(mortgage or rent, utility bills or hire purchase), close to the rates registred in countries such as Greece, 
Cyprus, Hungary, countries affected by the financial crisis.   
 

Table no. 3 Arrears (mortgage or rent, utility bills or hire purchase) % of total population - Top 7 
EU member states 

GEO/TIME 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 
Greece 33,1 29,9 26,4 24,4 28,7 30,9 31,9 39,0 45,3 46,4 49,3 

Cyprus 21,8 22,0 23,0 14,1 23,3 28,0 28,4 31,5 33,6 34,2 31,6 

Hungary : : 19,1 16,5 22,2 24,3 24,4 26,4 26,7 24,5 21,7 

Romania : : 10,1 25,4 27,1 29,8 30,2 31,1 30,5 23,9 19,6 
Source: Eurostat Arrears (mortgage or rent, utility bills or hire purchase) (source: SILC) [ilc_mdes05] 
 

In many cases, the cause of over-indebtedness was the recourse to credits, sustained by aggressive and 
deceptive campaigns in order to compensate the lack of incomes and desire to purchase goods and services in 
a society of abundance. Payday lenders charging exorbitant rates and fees often drive desperate borrowers 
into spiraling debt. 

The actual need for financial education of Romanian population is huge. According to Standard & Poor 
Financial Literacy Survey 2015, Romania, with 22 percent financial literacy (% of adults who are financially 
literate), has the lowest rate in the European Union. An indepth  financial literacy study conducted in 
Romania in 2010 found that from the Romanian  population of 16 years or more 

- 14% were Financial followers type – that  inform themselves daily from various sources, monitor a 
wide range of financial trends (property market, interest rates, inflation rate etc.), have good 

                                                           
6 Denotes the percentage of respondents who report borrowing any money (by themselves or together with someone 
else) for any reason and from any source in the past 12 months (% age 15+). 
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knowledge and understanding of financial issues, nearly all make use of various financial products 
and have the lowest distrust in the financial institutions.  

- 29% were Financial adopter  -  also inform daily from various other sources, but monitor only few 
financial indicators, particularly interest rates, inflation rate, and changes in the level of public 
pensions, benefits and tax exemptions having medium knowledge and understanding of financial 
issues.  

- 41% were Financial reluctant  - with significantly lower levels of financial literacy, they have poor 
knowledge and understanding of financial issues and only 20% of them use a formal financial 
product.  

- 14% were Financially outsiders – characterised by  lack of participation, lack of knowledge and lack 
of awareness in relation to the financial system. With only 3% of them using one formal financial 
product, they were considered to be financial illiterate. (Stănculescu, 2010, pages 46-47)  

During the last 20 years credit unions of employees have re-positioned – from one employer common 
bond to professional bonds – such as medical professions, teachers, and territorial. Also membership 
includes now the self-employed. They are currently active in the low income market place. Their important 
role in society is tackling poverty through low-cost lending especially for non-banked population, saving and 
financial mutual help, including education. In Romania many people still have difficulties in accessing or in 
using the financial services on the general commercial market. Credit unions offer affordable loans based on 
regular saving and also assist members with financial planning and difficulties, thus contributing to the 
financial education of their members. UNCARS has developed in 2014-2015 the project “ICAR - inclusion 
by micro-credit and mutual help - sustainable strategy of social economy for employment and creation of 
social enterprises”, financed by European Social Fund - Human Resources Operational Programme, a first 
step for an increased awareness of the movement of its social mission of providing responsible financial 
services, and assist members overcoming financial exclusion,  over-indebtedness and financial plan and 
invest in their well-being including through small business development. The project pursued several 
objectives among which: introduction of the European Code of good-practice in micro-finance (European 
Commission) standards for management, governance, risk management, reporting (in particular social) and 
relations with consumers, in particular  preventing overindebtedness, training of credit union staff in 
financial education of members and responsible lending, saving and lending as a strategy for avoiding 
overindebtedness. Participating credit unions have run financial education sessions for financially excluded 
or over indebted persons in their communities. It is expected that this new approach will have a multiplier 
effect, preventing financial exclusion of the persons who face poverty, creating employment and sustainable 
local development by financing small local business addressing better local needs. 

This dynamic was captured by the findings of 26 local surveys among current and prospective credit 
unions members conducted in 26 localities where credit unions operate by UNCARS following a 
methodology developed by the authors. The research was based on 2601 questionnaires collected during 
July-August 2015 of which 53% from rural areas, 42,6% of respondents being from vulnerable groups 7.2% 
ethnic minority Roma, 3.8% disabled, 10.8% families with more than 2 children, 9% single parents, 6.3% 
women at risk, 5.5% early school leavers. The surveys were conducted to establish a socio-demographic 
profile of credit union members, their financial situation, savings and lending habits, access to financial 
services, awareness of credit unions services and membership, reasons for joining. They were conducted in 
the framework of the ICAR project. The main findings were7: 

- Among those approaching credit unions in the selected localities on average 41.8% had a bank 
account, 33.6% in rural areas, less than the national average of 60.8% in total, and 56.3% in rural 
areas. 5.5% of current credit union members do not use any other financial service.  

                                                           
7  Opincaru I. S., chapter The access at financial services of the people interested in the services of the Romanian credit unions , p.45 -
58, in the book - Barna C., Vamesu A. (coord.) (2015), Financial Inclusion through social economy, Civil Society Development 
Foundation, UNCARSR, Romania, Wolters Kluwer Publishing House 
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- 47.9% of persons approaching credit unions, including members have saved during the last 12 
months – far less than the European average but much above the national average which according 
to Global Findex 2014 was 36.5%. We can infer that credit union members are more likely to save, 
encouraging saving being one of the most important contributions that credit unions make to the 
financial education and financial planning of clients.  

- Reasons for approaching a credit union – when asked why they have approached a credit union, 
87.8% of respondents referred to the possibility of borrowing, 70.9% referred to the possibility of 
saving, 55% mentioned the possibility to receive financial help in cases of sickness or death, and 
36.3% referred to financial education. 

 

3. The model of the Romanian credit union movement   
 

From theoretical point of view, credit unions are considered organizations which follow organizational 
life-cycle theory. Ferguson and McKillop (1997, 2000) developed a well-known classification typology of 
the distinct growth phases of the evolutionary development of credit unions: nascent (formative), transition 
and mature.  Credit union movements at a nascent stage of development tend to have a small assets size, high 
levels of structural and conduct regulation, a tight common bond, a heavy reliance on volunteers, and provide 
basic savings and loans products. Transition movements are characterized by large asset size, evolving 
regulatory and supervisory frameworks, less common bond restrictions, higher levels of product 
diversification, development of professional trade associations, less reliance on volunteers, development of 
central services and a greater emphasis on growth and efficiency. Finally, mature movements have large 
asset size, have undergone structural and conduct deregulation accompanied by increased prudential 
regulation, a loose common bond, diversified product portfolios, professionalization of senior management, 
centralized services, adoption of electronic technologies and a deposit insurance scheme. (McKillop, Wilson, 
2014, p.8 - 9). A new position regarding credit union’s distinct developmental path is that of a path that 
moves from a nascent stage to a transitional stage through to a mature stage of development. Although this 
classification system implicitly assumes that credit union movements should pass through each stage in turn, 
the authors also emphasize that this linear path is not guaranteed in all instances. As well as facilitating the 
benchmarking of a movement, the development typology above can be used to identify and understand the 
interplay of factors which create a progression, or hindrance to progression, between the different 
developmental stages. (McKillop, Wilson, 2014, p.16). 

Credit unions can be understood by thinking about how they operate within five spheres of activities: 
members, community, state, structure, management (MacPherson, 1999). Applying all these theoretical 
frameworks to the Romanian credit union movement, and considering also the fact that credit unions are 
essentially dependent on local conditions, we can assume that the Romanian credit union movement follows 
the path that moves from a nascent stage to a transitional stage through to a mature stage of development. In 
the period 1990 – 2015 credit unions have undergone an evolution from a nascent stage after the Revolution 
– because only than they were able to register as independent legal entities, to a transitional stage in the last 
years (social economy entities, micro-finance providers), building though on the solid foundations laid first 
during 18th and 19th Centuries. Credit union type of organisations lived in two different socio-economic 
systems, kept the strengths, adapted and transformed themselves in time, reached maturity and gained 
people’s trust, re-invented themselves in terms of organization, products, services.  
 

4. Overview and dynamics of the credit union sector in Romania 
 

Using data from the Atlas of Social Economy 2014, we give bellow the overview of the credit unions 
sector in Romania in 2012, the dynamics of the sector and a preliminary analysis, looking at three main 
indicators: number of organisations – consolidation of the sector – mergers, assets, staff and volunteers. 
In 2012, in Romania there were a total number of 2845 credit union organisations registered in the Register 
of Non-Banking Financial Institutions, Section B – Credit Unions of the National Bank of Romania.  
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From these there were active (registering annual financial statements with tax authorities) a number of 
2767 credit unions, out of which 2569 credit unions of employees (92.84% of the total credit unions) and 198 
credit union of pensioners (7.16% of the total credit unions), the activity rate for the total credit unions being 
97.3%.  
 

Table  no 4: Total number of registered and active Credit unions 
Activity rates in 2011 and 2012 

  2011 2012 
Registered Credit unions 
(Registry of the National Bank of 
Romania) 

2821 2845 

Active Credit unions  
(with INS balance sheet) 2735 2767 

Activity rate (%) 97.0% 97.3% 
Source: the National Bank of Romania – Registry of Non-banking Financial Institutions, Section B – Credit 
Unions; INS 2011 - 2012; processed by FDSC-IES, 2014 
 

Credit unions cumulated in 2012 assets in value of 3.624.190 thousands RON (increasing by 7.31% 
compared to 2011), got total revenues of 589.143 thousands RON (increasing by 4.06% compared to 2011), 
and employed a total of 5403 persons (increasing by 1.31% compared to 2011).  
 

Table no. 5: The main indicators of active credit unions in the years 2011 and 2012 

2011 Number of 
organizations  

Assets          
(thousands 

RON) 

Assets 
(Euro) 

Revenues 
(thousands 

RON) 

Revenues 
(Euro) Employees 

Credit union, out of 
which: 

2735 3.377.058 796.870.620 566.148 133.591.637 5333 

Credit union of 
pensioners 

193 678.768 160.166.120 145.194 34.260.837 2176 

Credit union of 
employees 

2542 2.698.290 636.704.500 420.954 99.330.801 3157 

              

2012 Number of 
organizations  

Assets          
(thousands 

RON) 

Assets 
(Euro) 

Revenues 
(thousands 

RON) 

Revenues 
(Euro) Employees 

Credit union, out of 
which: 

2767 3.624.190 813.328.097 589.143 132.213.420 5403 

Credit union of 
pensioners 

198 768.865 172.546.005 159.879 35.879.488 2240 

Credit union of 
employees 

2569 2.855.325 640.782.092 429.264 96.333.932 3163 

Source: INS, 2011 - 2012, UNCARS National Union of Credit Unions of Employees in Romania 2011 - 
2012; processed by FDSC-IES, 2014 
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Graph no 1. : Credit unions by type   
(% number of organisations 2012)   
CARP (credit unions of the retired)  
CARS (credit unions of employees)  

 

 
                                        Source: Atlas of Social Economy 2014, IES – FDSC 
 
 

Graph no. 2 :  
Assets by type of credit union 2012  

(% în total active CU) 
CARP (credit unions of the retired)  
CARS (credit unions of employees) 

Graph no. 3:  
Revenues by type of credit union 2012  

(% în total active CU) 
CARP (credit unions of the retired)  
CARS (credit unions of employees) 

  
Source:  Atlas of Social Economy 2014, IES – FDSC 
 

For both types of credit unions, Atlas of Social Economy shows there were registered growth tendencies 
to all indicators in 2012 compared to 2011 (number of organizations, total assets, total revenues, social fund 
of the members, death aid fund for the members, permanent capital), and a more accelerated dynamics of 
indicators was marked out in case of credit union of pensioners.  

Dynamics of the sector using the available data shows a positive evolution in terms of number of credit 
unions of pensioners in the period 2000 - 2012 and a decreasing evolution for the credit unions of employees 
affiliated to the National Union of Credit Unions of Employees in Romania (UNCARSR) due to the 
consolidation process that the movement is undertaking – mergers among the smaller CU.   

In present, National Federation Omenia of the Credit Unions for pensioners, the most powerful 
pensioners organization from our country, has 142 credit unions affiliated from the total of 198, with 1.4 
million members spread in urban areas (53%) and also in rural areas (47%).   

In 2012 UNCARSR had 1852 credit unions for employees affiliated, with a number of 474 
members/credit union. Data provided by UNCARSR registers show a constant decrease of the number of 
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credit unions affiliates (-46.25% in 2012 compared with 2004) and also a constant decrease of the members 
(-33.67% in 2012 compared with 2004). In 2012 the total number of members represented a percent of only 
14,08% from the waged population in Romania, what suggests a possible high development potential for 
these entities if they are reformed and supported adequately as it is intended in ICAR project.   
 

Table no. 6 Evolution of number of CAR (CU oof pensioners in the period 2000 – 2012) 
Number of 

organizations 2000 2005 2007 2009 2010 2011 2012 

CU for pensioners 133 170 186 193 203 193 198 

Source: National Institute of Statistics, 2000 - 2012; processed by  the authors 
 
 

Graph no. 4:  Evolution of the credit unions for pensioners in the period 2000 – 2012  
– number of organisations 

 
 
 

Graph no. 5:   Evolution of the number of credit unions affiliated UNCARS  
in the period 2004 – 2012  

 
On the basis of data from the Atlas of Social Economy, we provide bellow a profile for credit unions for 

pensioners and credit union for employees, using the main average indicators. CARP (CU of the retired) 
have on average higher assets and generate more revenues (due to the fact that these organizations run also 
other services for members and not just saving and loans).  
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Table no. 7 Credit unions profile in 2012 (average indicators) 

  CARP (CU of pensioners)  CARS (CU of employees) 

  (thousands lei) Euro (thousands lei) Euro 

Fixed assets 3.883 871.409 1.111 249.330 

Total revenues  807 181.100 167 37.480 

Social fund  5.012 1.124.780 976 219.030 
Total  assets  minus 
current debts  
(permanent capital)  

3.828 85.907 1.096 245.960 

Surplus  218 48.920 59 13.240 

Employees - average 12   2   
          Source: National Institute of Statistics,2012; processed by  the authors 
 

Assets 
The credit unions in Romania show a slow tendency of consolidation with total level sector assets and 

average assets by union increasing constantly during 2005-2012. The Credit Unions of the Retires (CARP) 
have a stronger asset base than that of employees which maybe due to the fact that they depend on members 
fix money pensions as opposed to the employees given the very bad employments situations in Romania 
over the recent decades – Romania has lost over 3 million jobs in 25 years.  
 

Table no. 8 Credit unions assets, 2005 - 2012 
ASSETS (Ron) 2005 2007 2009 2010 2011 2012 

CARP             
Total   (thu) 196.560 318.804 507.371 674.163 678.768 768.866 

Average    (thu.) 1.156 1.714 2.629 3.321 3.517 3.883 

CARS affiliated UNCARS         
Total  (thu)     1.676.562 1.859.216 2.078.301 2.085.624 

CARS non -affiliated UNCARS         
Total   (thu) 297.129 442.988  n.a. 609.264 619.989 769.702 

Average   (thu) 520 674  n.a 892 920 1.074 
ASSETS (Euro)             

CARP             
Total    54.247.392 95.527.522 119.739.221 160.137.533 160.166.120 172.546.230 
Average    319.037 513.589 620.442 788.855 829.892 871.409 
CARS affiliated UNCARS         
Total   n.a n.a 395.667.524 441.629.492 490.408.221 468.048.474 
CARS NON-affiliated UNCARS         
Total  82.002.815 132.738.441 n.a 144.721.727 146.296.279 172.733.842 
Average   143.512 201.960 n.a. 211.882 217.089 241.023 

Source: National Institute of Statistics, 2005 - 2012; processed by FDSC-IES 
 
Volunteers vs. personnel 
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On average a CARP (CU of the retired) had 12 employees in 2012, a number which has decreased since  
2005, most likely in an attempt to improve efficiency.  
 

Table no. 9: Evolution of main employment indicators in CARPs (CU of the retired) 2005 - 2012 
 

CARP 2005 2007 2009 2010 2011 2012 
Average no. of 
employees by CU 

14 13 14 12 12 12 

Total no. of employees 
in the CARP CU 
sector 

2.345 2.368 2.724 2.510 2.176 2.240 

Source: National Institute of Statistics, 2005 - 2012; processed by FDSC-IES 
 

The number of CARP (CU of the retired) run solely on a voluntary basis varied between 6,5% in 2005 
and highest. 10,1% in 2011. Most CARP have around 1-5 employees 40,7% of the CARP, with the wieght of 
those having over 20 employees decreasing from 17,6% in 2005 to 16% in 2012.  
 

Table no. 10: Distribution of CARP (CU of the retired) by intervals of no. of 
employees 2005 - 2012 

Intervals – no. of 
employees %CARP (INS) 

 2005 2007 2010 2011 2012 
No employees – only 
volunteers  

6.5% 8.1% 9.9% 10.1% 8.2% 

1-5 employees 34.7% 36.6% 39.9% 37.6% 40.7% 
6-10 employees 21.2% 17.7% 20.7% 19.0% 17.5% 

11-20 employees 20.0% 19.4% 11.8% 18.0% 17.5% 

over 20 employees 17.6% 18.3% 17.7% 15.3% 16.0% 
                Source: National Institute of Statistics, 2005 - 2012; processed by FDSC-IES 

 
Based on these data we can say  that credit unions in Romania are in a transition phase with increasing 

assets, some still relying on volunteers, but showing a trend towards increased professionalization, less 
common bond restrictions, and a greater emphasis on growth and efficiency.  

 
Size of the CU organisation - membership and penetration 
There are not complete published data on the situation of membership in credit unions and its evolution 

over the last years. The best records are to be found at the UNCARS – Nnational union of CARS (CU of the 
employees). Their membership has declined over the last 10 years from   1.323.591 in 2004 to 942.381 in 
2010, and has since 2011 returned to a slighly positive curve increasing wit 12.000 over the last two years for 
which comparative data are available.  
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         Table 11 No. of organisations and membership in credit unions in Romania 2011-2012 

Indicator    2011 2012 

CARS affiliated UNCARS    
No. of CARS                                   1966     1912 
No of members                              944.564          954.979 
Membri - medie 500 474 
CARS NON-affiliated UNCARS    
No. of CARS                                   674 717 
No of members                              337.674* 339.858* 
CARP    
No. of CARP                                193 197 
No of members                               1.400.000** 

*Estimated by the authors based on the average at UCARS affiliated 
** Based on estimated of the National Federation of CARP 
 

Table nr. 12: Evolution of number of unions and membreship in CARS (CU of the employees) 
affiliated to the National Union UNCARS  2004 – 2012 

 2004 2005 2006 2007 2008 2009 2010 2011 2012 

No of CARS 3.446 3.134 2.695 2.501 2.377 2.232 2.083 1.868 1.852 

Membership 
(thouds) 

1.324 1.189 1.116 1.043 1.002 966 942 945         955 

Average 
membership 
by unions 

384 379 414 417 422 434 450 501 474 

Source: UNCARSR 2004 - 2012 
 

We can see a process of consolidation among the CARS (CU of the employees) the number of 
organisations decreasing from 3446 in 2004 to 1852 in 2012, with the avareg number of members in an 
organisation increasing from 384 to 474.  

 
In terms of penetration8,  Romania is the second country in Europe after Ireland if we use  data from the 

national statistics and statistics of the two national umbrella organisations UNCAR and Federatia CARP 
Omenia. Currently WOCCU includes only members of FedCAR  a small federation grouping only 19 of the 
2826 registred and active credit unions.  
 

Credit Unions Penetration, 2012 

Country 
2012 

Credit 
Unions 

2012 
Members 

WORKAGE 
POP 2012 

Penetration 
2012 

Europe         
Belarus (a) 20 2.538 6.816.019 0,04% 
Estonia 21 4.060 839.925 0,48% 

                                                           
8 Percentage of work age population that is member in a credit union 
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Great Britain 397 1.025.819 41.473.143 2,47% 
Ireland 487 3.200.000 4.370.100 73,22% 
Latvia 31 26.000 1.502.557 1,73% 
Lithuania 63 135.920 2.448.889 5,55% 
Macedonia 1 7.299 1.461.374 0,50% 
Moldova 359 126.746 2.596.899 4,88% 
Poland 55 2.590.713 24.273.127 10,67% 
Romania  19 58.311 15.306.273 0,38% 
Romania* 2.826 2.694.837 15.306.273 17,61 
Russia 250 298.456 100.997.216 0,30% 
Ukraine 617 1.095.883 31.453.125 3,48% 
Total Member 
Countries 1.867 8.283.079 226.990.302 3,65% 
Total Other Countries 453 288.666 6.548.345 4,41% 
TOTAL for Europe  2.320 8.571.745 233.538.647 3,67% 

     Source: World Council of Credit Unions' annual Statistical Report   
                 *Figures for Romania included by WOCCU only 19 CARS affiliated to a small federation 
FedCAR.  

5. Conclusions 
 

There is significant evidence in the specialized literature that credit unions can succeed in addressing the 
low income market as long they have a robust commercial approach to development, have effective 
management systems in place and offer products and services that are attractive both to low income and 
moderate income consumers (Jones, 2008, p.2145). In Romania credit unions are in the process of adjusting 
their mission and strategies in the new socio-economic context and finding their role in a context with 
extensive financial and social exclusion problems, and to be recognized as important actors of social 
economy. The recent trends of the system show and argue their importance for a considerable part of the 
Romanian population. Credit unions have survived and grown over many years in Romania, constantly 
evolving and consolidating themselves. In present, as actor of social economy, they are a key actor with 
significant potential in contributing to solving stringent problems of the population (financial exclusion of 
non-banked population, over-indebtedness, lack of financial education) and to create and accelerate local 
sustainable development, by starting to provide micro-credit for small business development to their 
members. 
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Abstract. Going beyond traditionalist discourses on economic backwardness, uneven demographic growth 
and cultural secularism, this article proposes an interpretation of Mediterranean urbanities based on place-
specific settlement morphology and characteristic socioeconomic traits, including unregulated regional 
planning, poorly-participated local governance and typical socio-spatial structures. By questioning the 
(supposedly weak) strategies containing regional disparities and the failed opportunities to promote scenic 
landscapes and cultural heritage of peri-urban areas, a framework investigating long-term urban dynamics 
in the Mediterranean was illustrated here and can be generalized to other metropolitan regions with similar 
morphological and functional traits. The proposed framework is based on the analysis of ecologically-fragile 
and socially-unstable contexts in view of the persistence of a structural crisis affecting the economic base, 
the institutions and the governance system. In this line of thinking, we debate on the relationship between 
crisis conditions in both social and economic dimensions and unbalanced spatial configurations typically 
observed in southern European regions, and shaped by persistent economic polarizations in urban and rural 
areas. While reducing demographic and economic polarizations along urban gradients, dispersed expansion 
of cities further contributes to unbalanced metropolitan structures promoting local-scale spatial 
heterogeneity and further enhancing territorial disparities. 

Keywords: Urban planning, Informality, Sustainable development, Competitiveness, Mediterranean. 

JEL Codes: C23, O50, Q56, R14, R19.  

1. Introduction  
Urban studies were and are still attracted by the inherent peculiarities of the Mediterranean cities [1-4]. 

For a long, metropolises such as Barcelona, Istanbul, Athens, Lisbon, Madrid, and - in part - Italian cities 
such as Rome and Naples, have been considered paradigmatic cases due to their morphological and 
functional uniqueness in the European panorama [5-10]. Empirical studies re-contextualized the different 
southern European urban paths in-between regional planning and settlement informality [11-13]. The partial 
failure of development policies towards modernization, competitiveness and the revitalization of Central 
Business Districts, played a key role in spontaneous processes of urban growth [14]. Mediterranean 
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informality, in fact, expresses a duality based on the recognition of the role of market and capital and the 
refuse of the state control on such dynamics [15]. By this way, late industrialization highlights the absence of 
a 'bourgeois hegemony', evidencing in turn diversity and versatility typical of Mediterranean societies [16]. 
The basis of social control that allows such contamination is the supremacy of the family on the state, 
fronting the interest to the common good [9]. 

Rapid population growth was one of the most relevant characteristics of the post-war development of 
Mediterranean cities [17]. The determinants of urban growth observed at least until the 1990s include 
processes driven by rural transformations and powered by land development policies causing a 
disproportionate expansion of urban areas [18]. Population growth has placed the Mediterranean regions in 
front of new crucial issues, including the environmental implications of this massive rural exodus [19]. Peri-
urban areas, coasts and uplands were the areas of the highest demographic expansion [20]. Combined with 
the demographic transition and the undeniable cultural change, the shift of production from industrial 
economy to the tertiary sector is another feature of Mediterranean urban evolution [21]. This transformation 
per se is not the dominant characteristic of the region [22]. However, the importance of the advanced tertiary 
sector - increasingly viewed as a proxy of local competitiveness - is a key question for southern European 
cities that can be better addressed using a comparative approach [23-25]. For example, the uneven centrality 
of the Mediterranean in the global tourism resists the onslaught of time, although concentration of the local 
infrastructure in few development nodes, the (low) quality of human capital employed and the lack of 
alternative and innovative tourism policies may reduce territorial competitiveness [26]. In this sense, the 
progressive decline of centrality observed for some Mediterranean cities in the last century is the result of a 
slow (but continuous) shifting of commercial, productive, social and cultural networks towards north 
America, northern Europe and the middle East [27]. 

Searching for unique taxonomies representing the Mediterranean cities as a homogeneous cluster has 
fascinated generations of scholars. In this line of thinking, the 'Mediterranean urban paradigm' developed in a 
variety of combinations of tradition and post-modernism distanced from a linear interpretation of the 
relationship between northern/western and southern urbanities [28]. A relatively more recent debate is 
grounded on the notion of 'post-modernity' expressed by the Mediterranean city [29], a condition that [15] 
interprets as a 'reaction to modernity'. This condition has led to a new modernity, interpreted as a cultural 
alternative to the traditional modernism [3], reflected in the criticism to the European centralism and the 
'one-way' vision typical of the American world, possibly enhanced by the uneven impact of economic crisis 
[30].  

While the 'Mediterranean city' notion cannot be intended as a formal paradigm interpreting complexity in 
contemporary cities of southern Europe [31], a necessary distinction point in the comparative analysis of 
different urban trajectories is particularly required in a context of regional heterogeneity and urban 
specificity [32]. To this end, the comparison between cities, regions, urban systems to identify archetypes of 
the 'Mediterranean' traits is functional to a more conscious identification of contemporary urbanization 
processes [33]. This clearly passes through a range of possible alternative trajectories, based on theoretical 
and empirical criteria grounded on both quantitative and qualitative assets [34]. Mediterranean cities still 
alive in the 'metropolis in continuous transition' described by [7]. After qualifying the pre-Olympics Athens 
sprawl as a category of spontaneity à la Gramsci, Leontidou grounded the sprawl dimension within a context 
of 'social tension' perhaps unique in Europe. A path that distinguishes, in her view, the Mediterranean city 
from the developed northern regions but also from agglomerations of the World South, still experiencing a 
lack of development that never seems to be filled [35]. 
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Looking for specificities rather than common patterns, the choice of typical characters identifying place-
specific urbanization patterns in the Mediterranean was therefore developed considering an in-depth analysis 
of settlements, focusing on city's shape, the relationship between compactness and density, urban growth 
dynamics over time and space, and functional aspects of a city, including the demographic characteristics of 
the resident population, employment profile and the characteristics of the local labor market, income, 
consumption patterns and social segregation [36]. Beyond traditionalist discourses on economic 
backwardness, uneven demographic growth and cultural secularism, interpretative frameworks for 
Mediterranean urbanities were often grounded on specific peculiarities of the region, including unregulated 
urban planning, poorly-participated local governance and characteristic socio-spatial structures [37]. By 
questioning the (supposedly weak) strategies containing regional disparities and the failed opportunities to 
promote urban competitiveness and social inclusion, the present study proposes a novel framework 
interpreting ecologically-fragile and socially-unstable contexts in view of the persistence of crisis conditions 
affecting the economic base, the institutions and the governance system in the Mediterranean region. 
Consequently, we debate on the link between structural socioeconomic crisis and unbalanced spatial 
configurations typically observed in southern European regions, being possibly exalted by persistent 
economic polarizations in urban and rural areas [38]. While reducing demographic and economic 
polarizations along urban gradients, we hypothesize that dispersed expansion of cities further contributes to 
unbalanced metropolitan structures promoting local-scale territorial heterogeneity adding to regional 
disparities. In this line of thinking, Athens (Greece) was considered a representative example of the 
Mediterranean 'crisis cities', reflecting consolidated territorial disparities and local heterogeneity fueled by 
urban sprawl [39-41]. By reading and interpreting long-term Athens' growth, this study stimulates a 
reflection on sustainable governance of post-crisis cities, providing empirical evidence that may support 
policies designing inclusive places, revisiting territorial disparities and re-orienting urban-rural divides into 
ecologically-friendly and socially-balanced metropolitan continuums. 

2. Athens, an example of 'crisis city'  
Athens (24°43' East and 37°58' North) is at the same time the capital of the Greek Republic and the head 

town of the administrative region of Attica, Nuts-2 level of the European Territorial Statistical nomenclature.  
Attica shows a rugged topography (Figure 1), with a relatively small extension of flat areas, with the largest 
being the 'Lekanopedio Attikis' (Attica's lowland), which host almost the whole urban area of Athens, and 
the plains of Thriasio and Messoghia, respectively west and east of the urban area. The Greek capital is 
bordered to the east by Mount Hymettus (1,027 m), northeast by Mount Pendeli (1,107 m), northwest by 
Mount Parnitha (1,413 m) and west by Mount Egaleo (467 m). Numerous hills characterize the urban area, 
creating a wavy cityscape that resembles the undulated landscape typical of other Mediterranean cities, in 
primis Barcelona. The compact city (hereafter, greater Athens) has developed into the center of the 
homonymous region in contact with both the sea and mountain ranges of high altitude (the top of Parnitha 
mount, in the northern quadrant of Attica, is 1,413 meters at sea level), extending along a large part of the 
coastline overlooking the Saronic Gulf. Its extension, totaling approximately 430 km2, is about 30 km along 
the southwest/northeast axis and about 20 km along the northwest/southeast axis.  

Total population of Greece was estimated to 11,260,402 in 2009. More than one third of all the country’s 
inhabitants (4,088,447) concentrated in Attica, making it the most densely populated region of Greece. 
Athens is the economic and cultural center of Greece, hosting universities and museums, and displaying a 
prominent role in the eastern Mediterranean as a commercial and industrial market and an important 
crossroads of International air traffic and traditional exchange node, mainly through the port of Piraeus. 
More than 40% of the Greek Active Employment is concentrated in Attica, the highest percentage of 
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specialized workforce, more than 37% of gross domestic product, dominating almost all economic sectors. 
Per-head product is the highest in Greece with 109% of the national average. In Athens, more than 42% of 
national employment is in industry, 42% in the public administration and defense sectors, 48% in transport, 
logistics and telecommunications, 54% in banking and financial sectors, and 60% in real estate [35, 42-43]. 

 
Figure 1: Elevation map of Attica (1: Athens; 2: Piraeus; 3: Salamina island; 4: International Airport; 5: Thriasio; 6: 

Megara; 7: mount Egaleo; 8: mount Parnitha; 9: mount Penteli; 10: mount Hymettus). 

Based on a brief profile of European cities provided by the statistics of the Urban Audit project 
elaborated by Eurostat, Athens is at the top of the ranking for demographic size, growth rate and average 
family size, positioning at the lower part of the European ranking for the presence of single-parent families 
and single households (Table 1).  

Table 1: Athens' city profile according to Eurostat Urban Audit dataset.  

Indicator 

Inner city 
  

Urban Audit cities' ranking    Large Urban Area (LUZ) 
  

Year Value 
  Low Quintiles High  

# 
  

Year Value City-to-
LUZ ratio    V IV III II I   

Resident population 2004 796 442   
    

 342   2004 4 013 368 0.20 
5-years population growth (%) 2001 0.1      218   2001 13.0 0.01 

One-component families (%) 2004 32    
+ 

    152   2004 23 1.39 

One-parent families (%) 2004 2   +       118   2004 3 0.67 

Average household size 2004 2.35   
 

 
 

 
 

173   2004 2.64 0.89 

Property households (%) 2004 52   +   63   2004 63 0.83 

Dwelling size (m2 per inhabitant) 2004 32   
   

 
 

81   2004 33 0.97 

0-4 children in pupil school (%0) 2004 130      142   2004 128 1.02 

Unemployment rate (%) 2004 9   
 

+ 
   

159   2004 9 1.00 

Female unemployment rate (%) 2004 11   
  

+ 
  

147   2004 13 0.85 

Participation rate (%) 2004 69    
  

 
  

 
+ 

 
  

 
  

182   2004 62 1,11 

 

Relevant differences were observed for many variables comparing urban and rural areas. The proportion 
of households living in property houses was relatively low in greater Athens (52%), increasing sharply in 
rural districts (63%). Average house size places Athens at the top of the European hierarchy, with 32 and 33 
m2 per inhabitant respectively for urban and rural areas. Finally, the participation of 0-4-year-old in the 
infancy school is one of the lowest in Europe, reflecting the limited family policies developed by the Greek 
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government, a relatively comparable situation throughout southern Europe. Labor market variables also 
place Athens in the mid-low range of European cities. Unemployment rates (total and referring to the female 
component) were relatively high in the urban area and increase considering the entire metropolitan area. 
Employment and activity rates also indicate a relatively small share of the labor market (with marked gender 
segregation), with further disparities between urban and rural areas [44]. 

3. Identifying drivers of change in long-term urbanization processes in Athens  
Characteristics of Athens' development differentiate it from the traditional North American and North 

European one. Through a detailed analysis on the distribution of population density classes over the region 
since the early 1950s, a clear picture of the phenomenon has been reached [35]. Urban growth and sprawl in 
Attica - due to several reasons that will be later explained - have been considered relatively subtle 
phenomena. This explains why even if since the early 1980s sprawl has been proceeding, the net effect still 
indicates relatively compact growth and containment as the overall dominant trend [45]. For this reason, the 
model of development of Attica today consists in an intermediate form of sprawl, characterized by a 
structure which can be placed in between compact settlements and diffused urban assets [46]. 

The main characteristics of the recent urban growth in Athens are essentially three: (i) the increase of 
intermediate and the decrease of very-low residential density areas in municipalities of the periphery and 
outside greater Athens and Piraeus, (ii) the growth in population of high density and intermediate areas, (iii) 
the demographic decrease of very-low and very-high density areas [47]. The fact that intermediate residential 
areas are growing more than all the others indicates a phenomenon of discontinuous urbanization [48]. But 
the process presents itself in Attica with the peculiarity that very-low and low-density areas (having 
residential values typical of North American suburbs) are decreasing. In other words, the sprawl process in 
Attica is still at its early stages [49]. This model of sprawl derives from various causes and consequences that 
have been resumed here below. 

3.1. Land availability 
Land scarcity in the Mediterranean strongly influences the expansion of cities [12]. In Athens, even if 

land values are much cheaper in areas outside the central city, its availability remains limited [11]. 
Consequently, areas that are experiencing a sprawl process in Attica later undergo a successive phase of 
concentration and self-containment (Figure 2) that tends to “fill the gaps” in between isolated built-up areas 
[50]. However, the result of this expansion and successive compaction remains intermediate density sprawl, 
for the typology of building constructions in expanding peripheral areas is typical of medium density 
settlements [42]. 

 
Figure 2: A graphical representation of the expansion and successive self-containment process of Attica's 

municipalities. On the left, detached settlements from the central nuclei appear in newly established blocks. On the 

right, the following process of urban saturation of partly developed fringe land, possibly exalting population and 

socioeconomic divides among neighboring territories. 
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3.2. Pro-urban ideology 
Besides land scarcity, the pro-urban ideology and preference for the city center typical of Mediterranean 

populations is one of the reasons that sprawl in Attica has not reached the intensities of North American 
regions [7]. The demographic decrease observed in very low and low residential areas demonstrates how 
isolated and dispersed neighborhoods still do not represent the desired location by most of the Greeks [15]. 
However, the urban chaos and degradation of the very high-density areas of the hyper-compact city, together 
with high real estate prices and rent values of some areas in central Athens, is making intermediate density 
areas of the periphery and suburbs more attractive [51]. 

3.3. Infrastructure-driven development  
In the process of growing desirability for medium residential density areas, infrastructure development 

has and is playing a crucial role [52-54]. Now that municipalities outside of greater Athens relate to the city 
center (which still today is the core of the economic activities of the country) through transport 
infrastructure, urbanization in those areas has become convenient [55]. Particularly, an intense urbanization 
process has been noticed in all those municipalities favored by the construction of new metro lines and the 
Attiki Odos (the new highway of Attica). Furthermore, in the light of infrastructure-driven sprawl, the Mega-
Event of the 2004 Olympic Games and the intent of Athens for emerging as a new, competitive city-region 
are strongly influencing land-use dynamics [56]. Image enhancement strategies together with Infrastructure 
development in occasion of the Games have created new spatial links between peripheral and central 
municipalities of the region and changes in real estate market values [14]. Consequently, urbanization in 
peripheral areas has been made more convenient and attractive [57]. The contribution to the sprawl process is 
thus inevitable [58]. The most evident case of infrastructure-driven sprawl has been observed in the 
Messoghia plain [18]. Due to morphological and geographical reasons, real estate values and the 
development of major infrastructure, urbanization in the Messoghia has been very intense since the end of 
the 1980s [18]. The area has become one of the preferred locations for the sprawl process, and much of its 
agricultural and forested land is being converted to urbanized areas with buildings presenting a relatively 
high degree of “isolation”, low vertical profile and intermediate density levels [59]. Other signs of 
infrastructure-driven sprawl have been recently observed in the Thriasio, Oropos and Marathon plains. Even 
if still far from the levels of diffused urbanization present in the Messoghia, there are valid reasons that bring 
to the belief that these areas will represent new hot-spots for sprawl soon, further exalting socioeconomic 
disparities among neighboring territories [60]. 

4. The consolidation of structural divides in the metropolitan structure 
An overview of long-term urban dynamics was inferred from a comprehensive spatial analysis of 

population growth [46]. The observed processes are mainly related to the transition from a settlement model 
polarized in urban and rural areas (672 inhabitants per km2 in the municipality of Athens in 1848 compared 
to an average of 20 inhabitants per km2 in other areas of Attica) observed up to the beginning of the twentieth 
century, to a locally-polarized metropolitan region partitioning Attica into homogeneous (but spatially 
uncoordinated) areas with high population density ranging between 1,000 and 20,000 inhabitants per km2, 
intermediate density (between 200 and 1,000 inhabitants per km2) and, finally, low density with less than 200 
inhabitants per km2. A review of factors underlying long-term urban growth in Attica was proposed in Figure 
3. 
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Figure 3: Main phases of Athens' growth during the last century, reflecting the consolidation of regional disparities 

along the urban gradient. 

In the 1950s, alongside the slow decline of industrial areas (Piraeus held 20% and 12% of Attica's 
population respectively in 1961 and 2001), a moderate consolidation of peripheral areas took place especially 
along northern and eastern directions of growth [7]. In 1971, if 10% of the Greek population is concentrated 
in the municipality of Athens, another 20% live in the rest of greater Athens. Greater Athens reaches the 
maximum share in total Attica's population (92%) in 1961, falling to 85% in 2001. The early-1970s have 
thus marked the city's supremacy on the surrounding territory based on the maximum urban polarization. 
Having reached such a high density in the central neighborhoods (around 20,000 inhabitants per km2), the 
need for a complete reorganization of the metropolitan city has arisen, driven by the growing demand for 
new commercial, residential, recreational and industrial building spaces [61]. As a matter of fact, during this 
period, the debate on the enlargement of the metropolitan area throughout the region has consolidated [17]. 
A new spatial organization emerged in the 1980s because of the abandonment of the traditional compact 
model, evolving toward a discontinuous city model [9]. Areas ready to accommodate the 'new city' were 
those showing the greatest accessibility, especially in traditionally-settled rural areas [11]. The 'new city' 
outside greater Athens grew rapidly concentrating 6% of Attica's population for 30 years, from 6.7% in 1971 
to 13% of 2001, as documented extensively by [35]. 

To confirm the evolutionary dynamics highlighted earlier, population density shows a heterogeneous 
distribution over space in Attica. The articulation of the most densely populated areas (> 5,000 residents per 
km2) shows, over the time period between 1951 and 2001, a two-axes spatial evolution: the first, north-south 
oriented, shows the compact expansion towards the northern Athens' suburbs, the main headquarters of the 
Olympic infrastructures; the second, east-west oriented, reflects a medium-density spillover outside the 
urban area, which mainly invested the plains of Thriasio (Western side of Attica) and Messoghia (Eastern 
side of Attica). In the rural area north of greater Athens, human settlements still maintain a density not 
exceeding 250 inhabitants per km2.  

During the 1990s the population growth of the rest of Attica (28.0%) has been significantly higher than 
the one of the central urban area (5.2%), the entire region (8.3%) and country (7.4%). In the following 
decade, growth rates have decreased on all the investigated territorial levels (Table 2). Nevertheless, the rest 
of Attica remains as the area with higher growing rates of the entire country. Birth rates by permanent 
residence of mother indicate that Attica’s population is growing faster than the rest of Greece, but with 
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heterogeneous spatial patterns. The growth of the rest of Attica is proceeding at higher speeds than the one of 
greater Athens (Figure 4). 

Table 2: Annual population growth rate (%) in Attica by homogeneous district.  

Zone 1951-1961 1961-1971 1971-1981 1981-1991 1991-2001 

Inner city 0.18 0.19 0.05 -0.07 -0.01 

Consolidated urban districts (north) 0.44 0.27 0.25 0.05 -0.01 

Consolidated urban districts (east) 0.24 0.21 0.10 -0.06 -0.02 

Consolidated urban districts (south) 0.63 0.44 0.33 0.10 0.06 

Suburbs (south-west) 0.38 0.21 0.10 -0.03 0.03 

Suburbs (north-west) 0.65 0.45 0.22 0.07 0.08 

Suburbs (north-east) 0.41 0.43 0.42 0.16 0.03 

Coastal area 0.34 0.35 0.4 0.29 0.26 

Attica road district 0.41 0.36 0.34 0.31 0.23 

      Greater Athens (total) 0.41 0.32 0.25 0.11 0.09 

Seconda periferia nord 0.29 0.30 0.41 0.50 0.29 

Northern Attica 0.00 0.05 0.31 0.25 0.20 

Messoghia 0.17 0.17 0.4 0.32 0.28 

Thriasio-Megara-Salamina 0.05 0.12 0.15 0.23 0.15 

      Rest of Attica 0.13 0.16 0.33 0.33 0.24 

Athens' metropolitan area 0.27 0.24 0.29 0.21 0.16 
 

 

Figure 4: Selected demographic traits in Greek regions; (left) annual population growth rates (%) in different 

periods and regions of Greece; (right) birth rates (2000-2008) by permanent residence of mother. 

5. Discontinuous urban expansion and spatially-heterogeneous social patterns 
Urban sprawl is amongst the most debated and argued topics in the fields of urbanism, environmental 

sciences, economics, geography and sociology [52]. As urban sprawl involves different subjects of study, the 
phenomenon is fascinating on the one side, but difficult to analyze on the other side [62]. The emergence of 
externalities regarding infrastructures, human and financial capital and investments has led to major 
territorial disparities and a generalized loss of competitiveness [63]. The marked imbalance in spatial 
planning between northern and southern European regions continues to exert its influence on peripheral areas 
[49]. The socioeconomic fragility of these areas was initially addressed through approaches based on weak 
technical actions and poor participatory processes [44]. 
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Heterogeneous spatial patterns characterized the most recent Athens' development, differentiating 
districts growth with high residential densities and those expanding at intermediate-low values of urban 
concentration [8, 39, 43, 61]. Eastern and Western Attica were mainly developing through the construction 
of industrial compounds and factories and, at the same time, small dwelling units typical of sprawling areas 
[17]. Besides the spatial distribution of buildings according to their surface or volume, vertical profile of 
built-up areas is worth investigating for the assessment of sprawl. Decomposing the total number of 
buildings constructed in relation to the numbers of floors gives useful information on the evolution of built-
up areas. Most of the buildings constructed between 1991 and 1995 in Eastern and Western Attica pertained 
to the lowest categories of vertical profile [47]. This means that in these two prefectures there is a stronger 
increase of small dwelling units (1 floor), factories and industrial compounds (only ground level). By 
contrast, in the same period buildings of 2, 3 and 4 floors concentrated in the prefectures of Athens and 
Piraeus. In the following investigated time interval (1996-2000), a period of economic expansion preceding 
2004 Olympics, an impressive number of ground floor constructions have been realized in Western Attica 
(77%), while in the prefecture of Eastern Attica construction activities concentrated on small dwelling units 
of 1 floor. Again, most of the buildings of high vertical profile were being realized in the prefecture of 
Athens and Piraeus. The same trend seems to persist even in the subsequent decade, even if the realization of 
ground level buildings in Western Attica has markedly decreased [42]. 

Reflecting consolidated processes of urbanization and a more recent wave of dispersed urban growth in 
Athens, a major concentration of young people was observed in the North-West and North-East districts of 
greater Athens, along the western sea coast and in the Messoghia plain. A similar spatial trend was observed 
for the age profile 18-44 years, indicating a spatially-heterogeneous population structure [18]. The age class 
45-64 years, representing a large part of the older active population, concentrated in the North-eastern district 
of greater Athens, including Messoghia plain, and the Eastern sea coast of Attica. Finally, the oldest class 
(age profile > 64 years) representing retired people was basically located in central areas of greater Athens 
and along the eastern sea coast of Attica [20]. 

The distribution of population by country of origin indicate significant patterns noticed from the 
distribution of native Greeks, Albanians and EE15 immigrants over the region. Native Greeks concentrated 
mostly in the center and North-East of greater Athens, in the Messoghia plain and on the two opposite coasts 
of the region. Non-Greek, native European (EE15) people residing in Attica seem to follow a similar trend as 
the previous one. Finally, Albanian immigrants, widely diffused over the entire region, seem to concentrate 
in the North-West zones of greater Athens, in the Messoghia plain and along the western coast of Attica [31]. 

Concerning working status, a further division of greater Athens based on a West-East axis was observed: 
un-employment was mostly concentrated in the North-West of greater Athens and in Piraeus' urban center. 
By contrast, the distribution of university students shows a clear concentration of this working status class in 
the North-East and South-East areas of greater Athens and in the Messoghia. Finally, housewives were more 
frequent in the North-West side of greater Athens, along the eastern coast and towards the western part of 
Attica. These three observed patterns highlight important characteristics of Attica from a social point of 
view. The “traditional” population, represented with some approximation from housewives, was clearly 
dominant in West and North-West of greater Athens. These zones also coincide with the ones characterized 
by the highest densities of un-employed individuals. Another population segment, symbolized by university 
students, was preferentially located on the East of greater Athens and in the Messoghia plain [10]. 

The social patterns of Attica are finally discussed while analyzing the distribution of population by 
working status [39]. The wealthy and high-status characteristics of areas located in the North-East part of 
greater Athens became even more clear in recent decades, possibly outlining a latent spatial divide within the 
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urban area [51]. High bourgeoisie groups have progressively spread from North-East peripheral areas 
towards the historical urban center and the Messoghia plain. Middle income individuals were 
homogeneously dispersed over greater Athens, even if a slight inclination towards the North West of the 
urban center and the Eastern coast of Attica was recorded [35]. 

6. Urban gradients as drivers of territorial dispariti es in an era of 'metropolitan 
continuums' 
The ‘compact city’ notion was defined extensively and its benefits evidenced within the recent literature 

from the land-use perspective [19]. The compact model is typically recognized as land-saving [45]. Although 
it may produce negative externalities on the landscape especially within the boundary of the urban area (e.g. 
pollution, congestion, scarcity of green spaces), it remains the model for city growth with the relatively 
lowest impact on land-use consumption [12]. In the compact model, the relationship observed between urban 
areas and the neighboring region are regulated by the explicit geographical hierarchy of high-density urban 
centers, low-density peripheral villages, and few isolated settlements [64]. The structure of urban-rural 
gradients is reflected in a clear land-use segregation a and by distinct economic roles for urban and rural 
areas [65]. The former areas are places of consumption and secondary/tertiary production of goods. The 
latter is the place for agricultural production and conservation (or reproduction) of natural amenities [17]. 

The dispersed city results in a mixed urban landscape that invades the rural countryside through a 
disorganized and heterogeneous spillover of built-up settlements, without a clear zoning among residential, 
commercial and industrial uses [21]. The transition from compact to dispersed cities is testifies by the 
increasing mix of land-uses along the urban gradient and the mitigation of the density gradient [47]. 
Depolarization of the city center and sprawl in the peripheral districts tend to re-organize the rural territory 
within an undefined landscape where one possible dimension to interpret its (human-derived) complexity is 
land fragmentation, which determines an uneven disorder in land-use structure [19]. The agricultural traits of 
the landscape were progressively lost [59]. The environmental externality of the dispersed model is the 
amplification of ecological problems typical of urban areas merged with the ecological problems typical of 
rural areas, determining a downward spiral that is likely difficult to mitigate [35]. 

The changing role of the rural areas from ‘actor’ (i.e. sink) of production (agriculture, livestock, forestry, 
natural amenities) to ‘object’ at the service of the city (e.g. source of land suitable to edification) is evident in 
many metropolitan regions [50]. Are the rural areas becoming inexorably a sort of garbage can of the 
metropolis? Industrial and commercial areas are expelled from the city center and the first peripheral ring 
and located within the rural space, residential districts reproduced themselves in the same peri-urban space 
by standard settlement forms, miming urban compactness [13]; sprawled low-density villages grew 
everywhere without a clear spatial planning and lacking an urban ‘vision’: they are all elements of a picture 
shot on the modern peri-urban landscape [39]. Road infrastructures (and at a less pace, railways) grew 
anywhere to connect the several elements that were originally conceived as functionally distinct and spatially 
separated [56]. 

The loss of the original functions of the rural area is accelerated by globalization at all the production 
and spatial scales [66]. ‘Global’ citizens in the diffused city do not feel the preservation of the agricultural 
base close to the city as a crucial planning issue, since primary goods are imported from very far cropland, 
better equipped for large-scale production. The same 'global' citizens could even evaluate as superfluous to 
protect the remaining rural territory which produces natural amenities and tourism leisure, since an 
increasing human mobility stimulates tourism fluxes concentrating well outside the boundary of the urban 
region and big pipelines bring to the city the (supposedly unlimited) quantity of water produced far from its 
surroundings. Examples from Attica evidenced the peripheral distribution of agricultural enterprises - 
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progressively expelled from fringe rural land around the central city - and tourism businesses, with a spatial 
distribution typically associated to natural amenities concentrated at distant places from Athens (Figure 5).   

 

 

Figure 5: Spatial distribution of agricultural enterprises (left) and hotel/restaurant businesses (right) in Attica 

(percent share in total enterprises) based on statistics derived from national business register (2005); in both cases, 

businesses concentrate on peripheral, rural areas. 

In this way, rural spaces in the Mediterranean city-region are becoming a mirror of the urban landscape, 
where not only rich people built-up their villas (in a typical ‘lock living’ framework: [67]) but also where 
bourgeoises and even poor people escape the congestion of the city center and the compact periphery 
searching for ‘de-concentration’ amenities [7]: those second homes to live not only during summer holidays, 
but instead to be inhabited during the free time all over the year [35]. By escaping the urban congestion, 
however, suburbanites create another type of congestion, which is the loss of the (hierarchical) order of rural 
landscapes close to the traditional, Mediterranean compact city. The dispersed second-home settlements 
(with all ranges of construction possibilities, from poor ‘villages’ to rich villas) are visible marks of an 
incipient ‘landscape congestion’: they not only dominate coastal landscapes, but also invade the internal 
lowlands, originally occupied by wheat, fruit trees, and grapevines, and even the sloping uplands, the 
original kingdom of olives and old forests [19]. These processes anticipate the uneven environmental and 
socioeconomic problems derived from a weak management of the dispersed urban settlements [36], within a 
landscape that has lost its rural traits and necessitates of dedicated policy strategies beyond the standard 
urban planning tools [49]. 

7. Conclusions 
The long-term development of Mediterranean cities was often considered as a powerful factor in the 

formation of regional imbalances. Empirical results highlight the need of adopting more specific, scale-
dependent policies aimed at containing urban disparities. Economic polarization and the abnormal 
concentration of activities in urban areas combined with rapid population growth, have caused significant 
disparities with the inner regions that have partly adapted to these transitions. The emergence of externalities 
about infrastructures, human and financial capital and investments has led to major environmental 
imbalances, natural resource depletion, habitat fragmentation and a generalized loss of biodiversity. 
Moreover, the marked imbalance in spatial planning between western and southern Europe continues to exert 
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its influence on more peripheral areas. The socioeconomic fragility of these areas was initially addressed 
using interpretative approaches grounded on working hypotheses prefiguring weak governance at all spatial 
and administrative levels, poor participatory processes and ill-conditioned or biased technical actions. 

On the other hand, the Mediterranean region has partially regained, in the last decade, the cultural role of 
cities as a bridge between Europe, Africa and the Middle East. The post-crisis economic scenarios and the 
global geo-political uncertainty may contribute to the redefinition of Mediterranean urban centrality. Some 
regions, especially those most open to trade, have strengthen the productive network and increase 
competitiveness in the international arena. During economic expansion, developmental policies have 
sometimes consolidated role and power of Mediterranean cities, governing social and cultural structures of 
the respective countries and leading innovation, competitiveness and regional processes of growth and 
change. In line with the opportunities opened by globalization, most of these cities is gearing up for a long 
time trying to consolidate (or improve) their position in the continental urban hierarchy. In a post-crisis 
scenario, Mediterranean cities are required to recreate landscape's charm and atmospheres that attract tourists 
from all over, looking for an image which is pleasant, alive, plenty of history and culture, socially cohesive 
and possibly efficient. The spread of co-operative approaches at all governance levels may stimulate an 
active involvement of stakeholders at different geographical scales, promoting networking, consolidation of 
best practices, institutional awareness and a diffused participation to strategies administering common 
spaces. Promoting policies designing inclusive places, revisiting territorial disparities and re-orienting urban-
rural divides into ecologically-friendly and socially-balanced metropolitan continuums is a key issue in 
sustainable governance of post-crisis cities in the Mediterranean region and, possibly, elsewhere. 
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