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Perception and Awareness
of Consumers towards Green Products:
Evidence from India

K.F. Darga, V.B. Gali
Yogi Vemana University, Kadapa, India

ABSTRACT

Consumers’ growing concern for a healthy life has increased the production and use of eco-friendly products.
Green marketing refers to the practice of conducting business based on its environmental benefits. Despite
the health benefits of green marketing, many consumers remain unaware of it and its associated products.
The study aims to provide consumers’ views and perceptions of green marketing in Kadapa, Andhra Pradesh,
India. The research is based on the primary data collected from consumers using a structured questionnaire to
understand their perceptions of eco-friendly or green products. The study identifies the importance of green
marketing and the critical role of green products in people’s daily lives. The key factors influencing the buying
decision of green products among customers have been identified, along with the reasons for the non-use of
green products by other customers. The results show that consumers in Kadapa City, although aware of green
marketing, have a low preference for buying green products. The study concludes that the highly influential
factor that encourages customers to buy more green products is environmental motive, but the expensiveness
of green products is the major reason for the low-level buying of green products by customers.

Keywords: green products; green marketing; environmental consciousness; consumer perception; consumer

awareness; health; safety; environmental benefits; India
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OPUTUHANDBHAA CTATbA

Bocnpusatue n ocBeaoMneHHOCTb NoTpedbutenen
06 3KON0OrM4ecKkn YACTbIX TOBapax:
3MNUPUYECKMN aHanus us MHuaguu

K.®. Oapra, B.b. lanu
YuusepcuteT Morn Bemana, Kagana, MHauns

AHHOTAUMSA
Pactywee ctpemnenune notpebuteneit K 350poBOMy 06pasy XM3HU NPUBENO K YBEIMYEHWIO MPOM3BOACTBA U UC-
MOb30BaHUS SKONOTMYECKM YNCTbIX MPOAYKTOB. 3€NEHbIN (SKONOTMYHbIA) MAPKETUHT OTHOCUTCS K MPAKTUKE BeaeHMS
613Heca C y4eToM ero 3K0Norn4ecknx npenmMyLLecTs. HecMoTps Ha Monb3y 3eN1eHOr0 MapKeTUHra A1 340p0BbS,
MHOrue NoTpebuTeNny No-NPeXHEMyY He 3HaKT O HEM U CBA3aHHbIX C HAM npoaykTax. Llenbto nccnenosaHus sensercs
M3y4yeHne MHEHUI 1 NpeacTaBieHMit NoTpebuTenei o 3eneHoM MapketuHre B Kagane, Avaxpa-lNpageww, MHaus.
NccnepoBaHrne OCHOBAHO Ha MEPBMYHBIX AAHHbIX, NOJYYEHHbIX OT NOoTpebuTenei C MOMOLLbIO CTPYKTYPUPOBaH-
HOM aHKeTbl, C LLeNbio BbIICHEHWUS MX BOCMIPUSTUS SKONOMMYECKM YMCTbIX UM 3eNeHbIX NPOAYKTOB. MiccnenoBaHme
BbISIBUIO BXKHOCTb 3€/1IEHOr0 MapKeTUHra M peLuatoLLyto posib SKONOMMUYECKM YUCTbIX NPOAYKTOB B NMOBCEAHEBHOWM
Xun3Hu nopen. OnpeneneHbl K4veBble GaKTOPbI, BAMSIOLWME Ha peLleHne NnoKynaTenein o noKynke 3KoAormyeckm

© Darga K.F., Gali V.B., 2024.
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Perception and Awareness of Consumers towards Green Products: Evidence from India

UMCTbIX TOBAPOB, @ TAKXKE MPUUMHbI HEMUCMONb30BAHMSA 3KOMOMMUYECKM YNCTbIX TOBAPOB ApYr1MM nokynaTtenamu. Pe-
3ynbTaThbl MOKa3bIBAtOT, YTO NOTPebUTeNn B ropoae Kazana, XoTa U 0CBEAOMIEHbI O 3€/IEHOM MApKETUHTE, HE OTAAKT
NPeanoYTEHMA NMOKYMKaM 3KONOMMYECKM YMCTbIX MPOAYKTOB. B MCCNen0BaHMM 1ENaeTcs BbIBOA, YTO 04YEHb BaXKHbIM
(aKTOpOM, KOTOPbI MOBYXKAAET KNMEHTOB NOKYNaThb 60/bLUE 3eNEHbIX MPOAYKTOB, SIBSAETCA 3KONOTMYECKMI MOTUB,
HO A0POroBM3HA IKOOrMYECKM YMCTbIX MPOAYKTOB — OCHOBHAS MPUYMHA HU3KOTO YPOBHS MPOAAX.

Knrouesbie cnoea: 3konoryyeckm YncTbie NPOAYKTbI; 3€1EHbIM MAPKETUHT; 3KONOTMYECKOE CO3HAHME; NOTPEOUTENBCKOE

BOCMpUSTHE; OCBELOMIEHHOCTb NOTPEOUTENEIR; 300pOBbE; 6E30MACHOCTD; IKOS0TMYECKME NPEUMYLLECTBA; MHauMS

Ana yumupoearus: Darga K.F., Gali V.B. Perception and awareness of consumers towards green products:
Evidence from India. Review of Business and Economics Studies. 2024;12(2):6-16.DOI: 10.26794/2308-944X-

2024-12-2-6-16

Introduction

Green marketing refers to the process of selling
products and services with environmental ben-
efits. Green marketing is a holistic approach that
involves producing and marketing products and
services in a way that minimizes their negative im-
pact on the environment and nature. These prod-
ucts or services may be environmentally friendly
or produced in a sustainable manner. It helps re-
duce immediate and long-term damage to the en-
vironment. It enhances consumer awareness about
ecological problems and social responsibility.

The eco-friendly products may be of different
kinds, e.g., bio-degradable cutlery, bamboo tooth-
brushes, environmentally friendly clothes, recycling
plastic materials, vegan pet accessories, recycled ac-
tive wear, reusable and stainless-steel water bottles,
bio-degradable garden pots, reusable lunch wraps,
recycled stationery, reusable grocery bags, eco-
friendly phone cases, bamboo containers, paper
and steel straws. The listed eco-friendly products
are based on various types of ideas for generating
and promoting eco-friendly green marketing.

Literature review
Bhatia and Jain [1] found that although consum-
ers had a high level of awareness about green
products, they were unaware of the green ini-
tiatives carried out by various government and
non-government agencies, indicating the need
for more efforts from organizations in this area.
Dharmalingam and Palanisamy [2] have studied
consumer perceptions of green products and how
they influence buying behavior. This study sta-
tistically proved that level of age, education and
income have significantly influenced the percep-
tion of green products. The study has concluded
that consumers have a positive impact on green
products. Mathai and Jegan [3] have conducted
research on the factors influencing consumer
satisfaction with green products. They have

concluded that green values were found to be
prevalent among respondents, and consumers
were only moderately aware of green market-
ing practices and products. They also discovered
that respondents shared common green values.
According to Unnamalai and Gopinath [4], mar-
keters and consumers are increasingly aware of
the importance of switching to green products
and services as consumers become more aware
of the negative effects of global warming, non-
biodegradable solid waste, pollutants of air, wa-
ter, and land. According to Rajalakshmi et al. [5],
people typically associate green marketing with
the promotion and advertising of environmen-
tally friendly products, but in reality, the product
should originate naturally from the cultivation
itself. Vani [6] investigated consumers’ percep-
tions in Bengaluru. The study concludes that
most Bangalore consumers possess knowledge of
green marketing concepts and products. There is
an association between gender, levels of educa-
tion and the status of awareness of green market-
ing. There is no association between age group,
monthly income and the status of awareness of
green marketing. Most consumers’ decisions to
buy green products are influenced by several at-
tributes. Most of the consumers strongly agreed
with the different descriptions of green products.
Kaur [7] has explained that green marketing has
significance for both consumers and market-
ers, and it strongly supports the beginning of an
era of green marketing in India. Due to its local
concentration, the study’s generalizability is lim-
ited, yet it nevertheless offers useful insights into
consumer attitudes toward green products. The
author has suggested that future studies can con-
centrate on consumer psychographic segmenta-
tion in order to evaluate their green values and
preferences. Reddy et al. [8] have investigated
how consumers’ awareness of environmental
issues has influenced their preferences while
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shopping for eco-friendly goods. The study con-
cluded that green product marketers owe greatly
to perceived costs among consumers and are es-
sential for creating marketing communication
campaigns promoting green products. Olipane
[9] found out that a large section of the respond-
ents (50.30%) are from the age group of 25-44
years old with a mean of 37.64 years old; many
respondents have attained bachelor’s degrees
(46.30%); the majority are from rank and file
positions (72.60%); while supervisory positions
were held by 27.40%; half of the respondents
are permanent (49.50%); some are temporary
(28.70%); and contractual (21.80%). Papado-
poulos et. al. [10] concluded that the Greek en-
terprises in the timber sector expressed a great
interest in the protection of forests all over the
world, ranging from illegal logging to their ra-
tional management. At the same time, in their
overwhelming majority, they strongly support
certification of the sustainable management of
Greek forests. Thomas [11] suggested that the
companies must keep in mind that the consum-
ers are very concerned about the environmen-
tal issues cropping up in the country, and they
are very willing to pay a premium price for the
“green” products, if these eco-friendly products
provide extra value to the consumers. The Nu-
ryakin and Maryati [12] study raised the issue of
the environment and sustainability of SMEs, as
it is still an exciting research topic. This study
was pioneered by social marketing theory, where
company awareness of producing environmen-
tally friendly products is essential to building
sustainability and competitive advantage. Nagab-
haskar and Chandrasekhar [13] have studied the
competitive advantage and impact of 7 Ps (prod-
uct or service, price, place, promotion, people,
physical substantiation, process) of service mar-
keting over 4 Ps (product, price, place, and pro-
motion) of product marketing. Singh and Kumar
[14] explained the concept of green marketing, its
evolution, the green marketing mix, and its chal-
lenges. They also explained how companies are
adopting green strategies in the market and the
factors that can influence green marketing. Se-
war, Kecskes and Keller [15] have analyzed and
synthesized the research articles published from
2012 to 2022 that deal with green marketing and
digital marketing. Correia, Sousa, Viseu and Lar-
guinho [16] have shown that a strong correla-

tion between consumers’ attention to companies’
green marketing communication and green pur-
chasing behavior has been identified. The results

also confirm that individuals with higher educa-
tional levels, green attitudes, and females are the

most attentive to companies’ green marketing
communication. Braik, Saleh and Jaaron [17] pro-
vided valuable practical insights for manufactur-
ing managers in developing countries on the role

that green marketing can play in tackling manu-
facturing sustainability issues. Pahuja [18] has

described the status of green marketing in India,
the future of green marketing and concluded that
green marketing is something that will continu-
ously grow in both practice and demand. Inves-
tors generally do not respond well to corporate

news about green marketing activities, according
to Mathur and Mathur [19]. The average firm in

the sample loses a statistically significant 3.14%

of its market value in the 20 days surrounding the

announcement date. Venkatesh [20] has suggest-
ed that green or eco-friendly products have good

quality, but they are more expensive than regu-
lar products. Therefore, companies producing
eco-friendly products should try to reduce costs.
Government and business concerns should have

worked together to create awareness among con-
sumers. Mishra and Sharma [21] discussed how
businesses have increased their rate of targeting
green consumers, who are concerned about the

environment and allow it to affect their purchas-
ing decisions. Moser and Uzzell [22] have ex-
plained the psychology of the environment. Oye-
wole [23] presented a conceptual link between

green marketing, environmental justice, and in-
dustrial ecology. It argued for greater awareness

of environmental justice in the practice of green

marketing. Sanjay and Gurmeet [24] have studied

and analyzed the behavior and attitude of Indian

consumers. Manashi [25] tried to identify the

practices of green marketing adopted by various

companies and the benefits derived therefrom.

Objectives of the study

1. To study the awareness of consumers in
Kadapa district regarding green marketing.

2. To identify the factors influencing the buy-
ing decisions of consumers regarding eco-friendly
products.

3. To analyze the reasons for the non-usage of
green products by consumers.
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Hypothesis

The study tested the following hypothesis:

H1: There is an association between gender
and awareness of green marketing.

H2: There is an association between age and
awareness of green marketing.

H3: There is an association between income
level and awareness of green marketing.

Research methodology
Table 1 shows the research methodology chosen
in the study, including the sample design, data
collection methods and sources, nature of the
research and data analysis tools used in the re-
search.

Data analysis
The data collected from the primary sources
were analyzed using percentage analysis and
chi-square analysis.

Kadapa is a city in the southern part of Andhra
Pradesh state, India. It is located in the Rayalaseema
region and is the district headquarters of YSR Kadapa
district (named in honor of Y.S. Rajasekhara Reddy).
As of the 2022 Census of India, the city had a popula-
tion of 466,000, a 2.42% increase from 2021. Table 2
shows the demographic profile of the respondents.

Table 2 shows the demographic profile of the re-
spondents which includes gender, age, educational
qualification, occupation and income levels of the
respondents. It is evident from the table that the
majority of the respondents are males (65%), and
the least of respondents are females (35%). The re-
spondents in the age group of 25-30 years, with
32%, are the highest compared to other age groups,

Table 1
Research approach

which shows that the younger generation is more
interested in green marketing. The majority of the
respondents are graduates (58%), and respondents
with educational qualifications of post-graduation
are low (8%) compared to other groups. The highest
number of respondents are non-government employ-
ees (23%), and the least number are professionals
(13%). Most respondents have an income level in
the range of Rs.25,001-Rs.35,000, and there were no
respondents whose income level is above Rs.50,000.

Table 3 represents the customer perception to-
wards green products.

According to the data in Table 3, only 69% of the
respondents were aware of green marketing. The
remaining 31% were unaware of green marketing
and its benefits, which may be due to a lack of effec-
tive promotional techniques. Although the majority
of the respondents are aware of green marketing
and its products, only 58% of the respondents have
bought green products and the remaining 42% of
the respondents have not bought any green prod-
ucts. Which may be due to a lack of interest and
trepidation of buying new products. Most respon-
dents have bought green products for skin care,
and only some bought green household accessories,
which shows that people are more conscious of their
skin and prefer to buy natural products for their skin.
52% of the respondents like to buy green products
on a need basis, and 38% of the respondents believe
in buying products regularly, whereas 10% of the
respondents buy the products rarely. 68% of the
respondents have shown a willingness to buy green
products whereas 32% of the respondents are not
willing to buy green products, which may be due
to the expensiveness of the products.

Data collection
a structured questionnaire.

Primary data: The primary data were collected through a direct interview method using

Secondary data: The secondary data were collected through research articles, journals,
magazines, newspapers and websites.

Sample design

A convenient sampling method was used for collecting the responses from the

consumers who are the residents of Kadapa district in Andhra Pradesh.

Sample size

The questionnaire was circulated to 150 respondents through direct interview method

and through WhatsApp. 100 responses were received.

Tools used for data
analysis

Statistical analysis Simple percentage analysis

Chi-square analysis

The research has used Microsoft Excel and SPSS Software for analyzing the data.

Source: Developed by the authors.
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Table 2
Demographic profile of respondents

Variables Attributes Frequencies Percentage of respondents (%)
Gender Female 35 35
Male 65 65
Subtotal 100 100
Age 18-25 Years 28 28
25-30 Years 32 32
30-45 Years 18 18
45-55 Years 15 15
Above 60 Years 7 7
Subtotal 100 100
Educational High School 23 23
qualification Intermediate 11 11
Graduate 58 58
Post graduate and above 8 8
Subtotal 100 100
Occupation Government employee 10 10
Non-government 23 23
Employee
Business 15 15
Professional 13 13
Housewife 18 18
Student 21 21
Subtotal 100 100
Income Up to Rs.15,000 18 18
Rs.15,001-Rs.25,000 40 40
Rs.25,001-Rs.35,000 26 26
Rs.35,001-Rs.50,000 16 16
Above Rs.50,000 0 0
Subtotal 100 100

Source: Primary data collected by the authors.

Table 4 shows the motivational factors that influ-
ence the purchase of green products.

The data in Table 4 reveal that environmental
motives are the most prominent, with 80% of re-
spondents strongly agreeing and none strongly dis-
agreeing, indicating a strong sense of responsibility
towards the environment. 63% of the respondents
strongly agree, 18% of the respondents agree, 15% of
the respondents stay neutral, 4% of the respondents
disagree, and none of the respondents strongly dis-
agree with the health concern factor, which makes it
second among the other factors, which shows that

people are concerned about their health. Improving
quality of lifestyle received strongly agreed responses,
with 37% and 24% of the respondents disagree and
strongly disagreeing collectively, which shows that
people are happy with their quality of life with the
traditional products they are using. 24% and 20%
of respondents strongly agree with need and social
status factors, which shows that people are not much
interested in purchasing green products for the sake
of need or on the basis of social status.

Fig. 1 visualizes the motivational factors influ-
encing the purchase decision for green products.
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Table 3

Customer perception towards green products

Particulars Frequencies Percentage o
of respondents (%)
Awareness of green marketing Yes 69 69
No 31 31
Total 100 100
Bought green products recently Yes 58 58
No 42 42
Total 100 100
Types of products bought recently Food 40 40
Kitchen accessories 32 32
Skin care 80 80
Household accessories 22 22
Freguency of buying green Regularly 38 38
products Need basis 52 52
Rarely 10 10
Total 100 100
Willingness to buy green products Yes 68 68
No 32 32
Total 100 100
Source: Primary data collected by the authors.
Table 4
Motivational factors influencing the purchase of green products
No Motivational factors Szgll%ly Agree Neutral Disagree gf;:g?elz
1  Health concern (63%) (118§%) (115'?%) ( 4;) (0%?%)
7 I_mproving quality of 26 13 22 2
lifestyle (37%) (26%) (13%) (22%) (2%)
3 Envi'ronmental 15 5 00 00
motive (80%) (15%) (5%) (00%) (00%)
4 Need 23 10 42 1
(24%) (23%) (10%) (42%) (1%)
> Social status (20%) (113?%) (1?%) (3?5{5%,) (111%%)
Source: Primary data collected by the authors.
It is evident that environmental motive is the Among the reasons, expensiveness is the major

factor that was selected by the highest number reason selected by the respondents with the highest
of respondents (80%). Whereas social status is  responses of 78%. This shows that consumers are
the factor that is least considered by the respon- backing out of buying green products due to their

dents (20%).

expensive nature. The outbreak of various brands

Table 5 shows the reasons for consumers not to  selling green products has created confusion among

use green products.

people, which is evident from the fact that the fact
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Social status
Need

Environmental motive

Improving quality of
life style

Health concern

B 20%

I 24%
I s0%
N 37%
DN 63%

Fig. 1. Motivational factors influencing the purchase green products

Source: Developed by the authors.

Table 5
Reasons for non-usage of green products by consumers

No Reasons Strongly Agree Neutral Disagree SFrongly
Agree Disagree
1 Expensiveness 78 L > 00 00
) P (78%) (17%) (5%) (00%) (00%)
49 13 24 12 2
2. lLackoftrust (49%) (13%) (24%) (12%) (2%)
A 19 11 1 45 24
3. Non- availability (19%) (11%) (1%) (45%) (24%)
48 14 9 22 7
4, Lack of knowledge (48%) (14%) (9%) (22%) (7%)
. - 59 21 10 9 1
5. Insufficient varieties (59%) (21%) (10%) (9%) (1%)
. 68 16 7 5 4
6. Various brands (68%) (16%) 7%) (5%) (4%)

Source: Primary data collected by the authors.

that 68% of respondents strongly agreed with the
reason. Insufficient variety has also been a major
reason for the non-usage of green products. The
respondents also identified lack of trust and lack
of knowledge as their top concerns (49% and 48%,
respectively). 19% of the respondents feel that green
products are available both online and offline, but
genuine green products are rare to find.

Fig. 2 shows the reasons for non-usage of green
products by the consumers.

According to Fig. 2, expensiveness is the top
reason with 78%, followed by various brands
with 68%, which shows that consumers feel that
green products are expensive to buy and also
the variety of brands. According to respondents,

non-availability is the least responded reason
for the non-usage of green products. This may
be due to the fact that green products are easily
available in online and offline stores, but genu-
ine green products are very rare to find.

Hypothesis testing: Chi-square analysis
The hypothesis testing was performed using the
Chi-square method.

HO: There is no association between gender
and awareness of green marketing.

H1: There is an association between gender
and awareness of green marketing.

Table 6 shows the relationship between gender
and awareness of green marketing.
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Various brands I
Insufficient varieties G
Lack of knowledge I
Non- availability N
Lack of trust I
Expensiveness [N
0% 20% 40% 60% 80% 100%

Fig. 2. Reasons for non-usage of green products

Source: Developed by the authors.

Table 6
Relationship between gender and awareness of green
marketing

Gender Yes No Total
Male 44 21 65
Female 25 10 35
Total 69 31 100

Chi-square = 0.149

Source: Developed by the authors.

Table 7
Relationship between age group and awareness of green
marketing

Age group Yes No Total
Up to 25 years 15 13 28
25-30 Years 22 10 32
30-45 Years 16 02 18
45-55 Years 09 06 15
Above 60 Years 03 04 07

Chi-square = 7.995

Source: Developed by the authors.

The above table shows the relationship be-
tween gender and awareness of green marketing
through Chi-square analysis. From the Chi-square
test, it is observed that the p-value is 0.6995.
p>0.05

Since the p-value is greater than the significant
alpha level of 0.05, HO is accepted and H1 is rejected.
Which means that there is no association between
gender and awareness of green marketing.

HO: There is no association between age group
and awareness of green marketing.

H2: There is an association between age group
and awareness of green marketing.

Table 7 shows the relationship between the age
group and awareness of green marketing.

The above table shows the relationship between
the age group and awareness of green marketing
through Chi-square analysis. From the Chi-square
test it is observed that the p-value is 0.0047. p< 0.05

Since p-value is less than the significant alpha
level of 0.05, HO is rejected and H1 is accepted. Which
means that there is an association between age group
and awareness of green marketing.

HO: There is no association between income level
and awareness of green marketing.

H3: There is an association between income level
and awareness of green marketing.

Table 8 shows the relationship between income
level and awareness of green marketing.

The above table shows the relationship between
the age group and awareness of green marketing
through Chi-square analysis. From the Chi-square
test, it is observed that the p-value is 0.013406.
p<0.05.

Since the p-value is less than the significant al-
pha level of 0.05, HO is rejected and H1 is accepted.
Which means that there is an association between
the income level of the respondents and their aware-
ness of green marketing.
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Table 8

Relationship between income level and awareness of green marketing

Income level Yes No Total
Up to Rs.5,000 5 13 18
Rs.15,001-Rs.25,000 25 15 40
Rs.25,001-Rs.35,000 14 12 26
Rs.35,001-Rs.50,000 13 03 16
Above Rs.50,000 0 0 0

Chi-square = 10.7093

Source: Developed by the authors.

Findings
Sixty-five percent of the respondents are male, and
35% of the respondents are female, which shows
that the number of male respondents is higher
than that of female respondents. Out of 65 male re-
spondents, 44 are aware and the remaining 21 are
unaware of green marketing. Out of 35 female re-
spondents, 25 are aware and the remaining 10 are
unaware of green marketing. Chi-square analysis
shows that there is no association between gender
and awareness of green marketing, indicating that
awareness depends on the interests of an individual,
irrespective of gender. 32% of the respondents be-
long to the age group of 25-30 years, and 22% of the
respondents from this age group are aware of green
marketing. This shows that young people are more
interested in green products. There is a correlation
between age group and awareness of green market-
ing. 58% of the respondents are graduates, and 8%
of the respondents are postgraduates or older. Most
of the graduates are knowledgeable about green
marketing. The majority of the respondents are non-
government employees (23%), followed by students
(21%). 40% of the respondents have an annual in-
come of Rs.25,001-35,000, which helped in studying
the lower middle-class income group of consumers.
The chi-square analysis shows that there is an as-
sociation between the income level of the respond-
ents and their awareness of green marketing. 52% of
the respondents buy green products on a need basis,
whereas 10% of the respondents rarely buy green
products. Although 69% of respondents are aware
of green marketing, only 58% of the respondents
are willing to buy green products. The remaining
11% of the respondents are not willing to buy green
products. Environmental motive is the major factor
that influences the buying decisions of consumers,

according to respondents, which shows that people
are more conscious of the environment. According
to respondents, the expensiveness of green prod-
ucts is the major reason for their non-use, which
shows that customers prefer buying products that
are cheaper, irrespective of their quality.

Suggestions
The findings of the research allowed the authors
to formulate the following suggestions for the
stakeholders to improve the situation with green
marketing:

» The government should take initiatives to
promote green marketing, as it protects nature and
the health of people.

« Companies must use more appealing pro-
motion strategies to attract consumers by making
them aware of the benefits of green marketing.

» More innovations are needed in varieties of
green products as they limit the purchase patterns
of consumers’ choices.

« Customer awareness programs must be con-
ducted to promote the benefits of green products
among consumers.

» Authentication by official license must be
issued for verified and genuine green products to
protect the trust of consumers and help identify
fake products.

« Companies can increase the sale of green
products by offering discounts to customers, which
will help customers buy green products and solve
the issue of expensiveness.

e The trust of the customers must be pre-
served by ensuring they receive quality and gen-
uine products.

» There is a need for more varieties of green
products, such as school bags, pencils, chalk, and
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other stationery items, which will create awareness
about green marketing among school-students.

Limitations of the study

We conducted the study in the Kadapa district of
Andhra Pradesh state with 100 respondents, cap-
turing the perspective and perception of a limited

population within a relatively small area. There is

a need for studies to be undertaken in various dis-
tricts of Andhra Pradesh for a broader perception

of customers regarding green marketing and its

products. We have tested only three attributes that
significantly influence green marketing awareness.
The sample size is limited to 100 respondents due

to time constraint.

Conclusion

The study concludes that the consumers in Kadapa

district of Andhra Pradesh state, India, are aware of
green products, but their willingness to buy them is

less than their awareness level, which is due to the

expensiveness and variety of brands. Green marketing

needs more support and motivation from the govern-
ment authorities by creating financial support and

authorized verification, which will facilitate genuine

products reaching more consumers at a reasonable

price. It inspires more businesses to pursue green

marketing. The main motive of green marketing is

to protect people from hazardous chemicals that will

have a negative impact on their health.

Green marketing will be more effective when
there is proper awareness about the benefits of green
products. The eco-friendly theme must be educated
in children by distributing free samples of green
products in educational institutions, which will help
in building a positive perspective among students
towards green products. More marketing strategies
have to be adopted by the companies in promoting
green products. The adoption of green products in our
daily lives will make our lives shift towards a healthy
lifestyle which is crucial for the safety of our health
as well as the environment. Make green, buy green
and protect green must be the motive.
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ABSTRACT
The authors consider the increasing unemployment rate for fresh graduates from business administration majors in
developing countries, such as Oman. The abilities and skills students need to obtain employment after graduating
from postsecondary education institutions are the subject of this study. The aim of this study was to identify the skills
required by the Omani labor market as well as the employability skills gap among recent business administration
graduates. The relevance of this study relies on proposing an evaluation model to assess the skills required by em-
ployers, specifically in the private sector, from fresh graduates of business schools. The authors adopted a quantitative
research method to achieve the study’s objectives. The data were collected through a survey which was distributed
to 101 fresh graduates from two higher education institutions. The findings reveal that soft skills, such as problem-
solving, teamwork, dedication to work, a positive attitude, leadership, communication, critical thinking, negotiation,
and pursuit of learning, are the most needed by graduates in all aspects. The study concluded that there is a demand
for different types of soft and technical skills that are important for future jobs in the private sector. The study recom-
mends more collaboration between universities and various stakeholders to review current academic programs and
design more professional and vocational training programs. Furthermore, the study emphasizes the promotion of an
entrepreneurial mindset to prepare graduates to develop creative business ideas and innovation to create their jobs.
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OPUTMHAJIbHASA CTATbA

AHanu3 HaBbIKOB, HEOOXOAUMbIX
6e3paboTHbIM BbINYCKHUKAM

B 06n1acTH 6U3HEC-aAMUHUCTPUPOBAHUSA:
AaHHble U3 OMaHa

L. Anb-Caapm, A. Anb-Abpwm, P. XaiipHHac, A. Anb-Lllykannu
YHuepcuteT HunzBbl, Hu3Ba, OmaH

AHHOTALUA
ABTOpbI pacCMaTPMBAOT POCT YpOBHS 6e3paboTuLibl cpean HeaaBHUX BbIMYCKHUKOB MO CreumanbHoCTM «Bums-
Hec-aAMUHUCTPMPOBAHMEY B Pa3BMBAOLMXCA CTpaHaX, Takux kak OMaH. lMpeamMeToM uccnenoBaHUa SBNSIOTCS
HaBbIKM1, HEOOXOAMMbIE CTYAEHTAM A8 TPYA0YCTPOMCTBA NOC/E OKOHYAHMS BbICIIMX Yy4ebHbIX 3aBeneHuid. Le-
JIbI0 J@HHOMO UCCNeaoBaHUs ObIO BbISIBUTb HABbIKM, HEOOX0AMMbIE HA pbiHKe Tpyaa OMaHa, a Takxke npobenbl
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B HaBblKaX, HEOOXOAMMbIX AS TPYAOYCTPOMCTBA Cpeln HelaBHMX BbIMYCKHWKOB MO CMeLnanbHOCTU «BU3HeC-
aAMUHUCTPUPOBAHMEY. AKTYaNnbHOCTb JAHHOMO UCCNEeLOBaHMS 00YC/IOBNAEHA NPELNOXKEHUEM MOLENU OLLEHKM
HaBbIKOB, TpebyeMbIX paboToAaTeNsIMK OT HeLlAaBHMX BbINYCKHUKOB BU3HEC-LLIKO, 0COBEHHO B YACTHOM CEKTOpE.
LLns [OCTUXKEHMUS Lienei UCCNefoBaHUS aBTOPbI MCMOMb30BaIM KOMYECTBEHHbIM MeTOA, [laHHble Oblin cobpaHbl
C MOMOLLbI0 0NPOCa, B KOTOPOM MpuHaA yyactne 101 BbINYCKHUK ABYX BbICLUIMX y4eOHbIX 3aBefeHUi. PesynbTaThbl
MCCNEeLOBAHMS MOKA3bIBAIOT, YTO «KMSITKME» HABbIKM, TAKME KaK YMEHUWE peluaTb Npobaembl U paboTaTb B KOMaHLE,
npeaaHHoCTb paboTe, MO3UTMBHbIN HACTPOM, TMAEPCTBO, OBLLEHME, KPUTUUYECKOE MbILLSIEHWE, BEAEHME NEPErD-
BOPOB M CTPEMJIEHME K 0OyYEHMI0, Hanbonee HEOOXOAMMBI BbIMYCKHUKAM. MccnenoBaHMe No3BOMMO CAeNaTh
BbIBOA, YTO CYLLECTBYET CNPOC Ha Pa3fiMyHble BUIObI KMATKMX®» U TEXHUYECKMUX HABbIKOB, KOTOPbIE BaXKHbI /1S
OyayLLmMx paboumx MecT B HaCTHOM CeKTope. MiccnenoBaHe peKOMEHAYET PaclLMpaTb COTPYLHUYECTBO MeXayY
YHMBEPCUTETAMM U PA3IMYHBIMKU 3aMHTEPECOBAHHBIMM CTOPOHAMM LISt aHANM3aA TEKYLUMX akafeMUYeckuX npo-
rpamMM U pa3paboTku LOMOMAHUTENBHbIX NPOrpaMM NpodeccnoHanbHoro obyyeHuns. Kpome Toro, B MCCnenoBaHum
noayYepkMBaeTCs BaXHOCTb PAa3BUTUS NPeanpUHUMATENbCKOTO MbILLIEHUS, YTOObI NOArOTOBUTb BbIMYCKHUKOB
K pa3zpaboTke TBOpYECKMX BU3HEC-MAEN M MHHOBALMI ANS CO3AaHNS pabounx MecCT.

Knroueswie cnosa: OMaH; BbIMYCKHWUKK; YHUBEPCUTETbI; 06pa30BaHMe; MATKME HABbIKM; TEXHUYECKME HABbIKM;

6e3paboTuLa; yuebHble NporpaMMmbl; NpeanpUHMMATENbCTBO; PbIHOK TPyAa

Ana yumuposanusa: Al-Saadi S., Al-Abri A., Khairnnas R., Al Shukaili A. Analysis of skills needed by unem-
ployed fresh graduates in business administration: evidence from Oman. Review of Business and Economics

Studies. 2024;12(2):17-27.DOI: 10.26794/2308-944X-2024-12-2-17-27

Introduction
The stage of looking for a job opportunity is a criti-
cal phase in the lives of fresh graduates who move
from education to employment. In developing
countries, such as Oman, the young graduates’ job
seeker rate is a significant concern for the govern-
ment and other stakeholders due to its negative
effects on the country’s general economic welfare
and level of human resource productivity [1]. Ac-
cording to the International Labor Organization
(ILO), the world unemployment rate in 2023 stood
at a rate of 5.2%. It was 4.5% for high-income
countries compared to 5.5% in upper-middle-
income countries. In addition, in 2023, the job
rate for women was higher than for men by 3% in
upper-middle countries and 2.3% in high-income
countries. The figures from World Employment
and Social Outlook (WESO) Trends 2024 indicate
that the unemployment rate in Arab countries is
expected to reach 9.8% in 2024, and for the Gulf
Region countries, it is expected to reach 3.5%
in the same year. This is due to the lack of skills,
poor education and training, and the highest rate
of unemployment in Arab countries for the youth
population [2]. According to the Oman National
Center for Statistics and Information,' the unem-
ployment rate in 2024 will reach 3.2%, most of
which is observed within the age group of 20-34.
What is important in these statistics is that 44.43%
of them are university degree holders (30.73%

! URL: https://portal.ecensus.gov.om/ecen-portal/indica-
tors/65/viewer (accessed on 17.03.2024).

holding a bachelor’s degree or higher, 13.7% hold-
ing a diploma degree). Recently, Oman’s economy
has witnessed remarkable growth, and the job
market has expanded. However, this growth leads
to an increased demand for skilled professionals
and poses more challenges for fresh graduates to
secure suitable employment opportunities. This
raises questions about the adequacy of their skills
and the relevance of their education to the current
industry requirements. The primary objective of
this study is to conduct a thorough analysis of
the skills needed by fresh graduates and identify
the gaps between their existing skill sets and job
market demand.

This study contributes to literature by indicat-
ing the skills that are required by fresh gradu-
ates from universities in business administration
majors. Therefore, the main achievement and
contribution to the field can be finding an evalua-
tion model to assess the skills that are required by
employers, specifically in the private sector, from
the fresh graduates from business schools. Thus,
it will help to reduce the gap in understanding the
skills required by the private sector on one side
and education institutions and fresh graduates on
the other side. The findings from this study will
provide policymakers in Oman and other stake-
holders, including educational institutions and
vocational training centers, with the necessary
information to align their training programs and
curriculum to the job market requirements. This
will provide fresh graduates with useful knowl-
edge and skills that enhance their employability
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opportunities and make significant contributions
to Oman’s economy. The educational institutions
can review their academic programs and include
the employer’s required skills in the curriculum.

Literature review

There is a prevalent belief that more educa-
tion means more employment opportunities. In
other words, those who hold a higher education
degree are unlikely to be unemployed [3]. This
is because a higher level of education serves as
a foundational form of training, and universi-
ties are a vital supply of future workers [3, 4].
Thus, many students seek prolonged education
to avoid unemployment, especially in the cur-
rent difficult economic climate [5]. Therefore,
the objectives of higher education are to expand
vocational training for students to achieve out-
standing intellectual goals, to access selected in-
stitutions, and raise their entry rates in the job
market [6, 7]. Moreover, colleges teach students
the necessary skills for all job types [8]. Hossain
et al. found a significant correlation between
graduate characteristics, employability, and job
mismatch [9].

However, the annual increase in the number of
graduates, particularly those with the lowest de-
gree of education, leads to unemployment among
them [10]. This issue has become more prominent
during the COVID-19 pandemic [11], and it is more
notable in urban areas where competition is high
and gender inequalities play a role in women’s
unemployment [12]. Moreover, many employers
have developed specific standards and strong
hiring practices for each position, which make it
difficult for graduates to find a suitable job [13].
According to WESO Trends 2024 [2], the unem-
ployment rate among youth in Arab countries for
women was 39.3% compared with 25.2% for males,
and the gender gap between adults was 14.3% for
women and 5.5% for males. This indicates that the
unemployment rate in Arab countries is higher
among adults and women.

According to Noay et al. (2021) [14], employers
look forward to graduates with a range of skills
and features, such as teamwork, communication,
leadership, critical thinking, the ability to work
independently, and intellectual and problem-
solving skills. This is in addition to other techni-
cal skills, such as software proficiency, project
management, data analysis, and knowledge of

common operating systems. These skills are ad-
vantageous for new graduates in obtaining offers
from companies. Their research highlights the
importance of incorporating the employability
skills and qualities of graduates into teaching and
learning strategies. Moreover, they call for more
collaboration between universities and industry
and promote opportunities for students to access
work-based learning to obtain relevant employ-
ment skills, knowledge, and awareness of employ-
ers’ culture [14]. Along the same line, according
to Okolie et al. (2020), professional self-efficacy
and cognitive social behavior help fresh graduates
gain more information, skills, and the ability to
participate in the labor market successfully [15].
For this purpose, Tilak and Choudhury proposed
changes to improve technical education, includ-
ing hiring experienced teachers and developing
a positive learning environment with solid infra-
structure such as libraries, classrooms, labs, and
contemporary technology [16].

Abd Rahman et al. (2020) have a different opin-
ion as they advocate for preparing graduates to
come up with innovative ideas to create their
jobs since the trend of graduate unemployment
keeps rising and they should see this issue as an
opportunity to improve their knowledge and abili-
ties to meet future industrial needs [11]. Ganefri
et al. (2020) call for building higher education
thinking abilities through project-based learn-
ing and promoting entrepreneurship learning
via production-based entrepreneurship training
models [17]. Al-Harthy and Yusof believe that local
employees’ performance and retention should be
the top consideration when making decisions for
localization policies if Oman is to work toward
them [18].

Some international reports have highlighted a
mismatch between the job seekers’ skills and the
employer’s job requirements. According to WESO
Trends 2024, there is a gap between understand-
ing the workers’ expectations and the charac-
teristics of the jobs available in the market. This
is due to the quality of education that provides
the required skills and training to respond to the
current needs of the private sector. According to
the ILO [2], 68% of job seekers thought there were
skills gaps in Oman between employers and job
seekers, and 31% of them don’t know which skills
the employers are looking for. Many of the job
seekers in Oman are facing difficulties in finding
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jobs based on their current skills attained from
their university or college.

Research methods

We adopted quantitative research methods to
achieve the study objectives. We conducted a
survey that encompasses many dimensions,
such as technical skills, knowledge, competen-
cies, and other soft skills, such as communica-
tion skills, teamwork skills, and problem-solv-
ing skills. The list of skills used in the survey is
based on previous studies, e.g., [19, 20, 21].

The questionnaire was administered to a sam-
ple of 101 fresh graduates in Business Admin-
istration from the University of Nizwa and the
University of Technology and Application Science
in Nizwa through the Alumni Center. The respon-
dents were asked to rate their skills on a scale
of 1 to 5, where 1 meant strongly disagree and 5
meant strongly agree. These skills are diversified
in three dimensions: 1) Skills needed after gradu-
ation and can contribute to the job opportunity.
2) Skills that enhance job opportunities. 3) Skills
that universities should provide to prepare their
students to join the job market. In addition, the
survey included some other questions related to
entrepreneurial opportunities.

We used descriptive analysis to describe demo-
graphic data, including age, gender, employment
status, graduating from university, educational
level, and major. In addition, we used a quanti-
tative analysis approach employing Statistical
Package for the Social Sciences (SPSS) software
to analyze the reliability and validity of the data.
Finally, we used mean scores to rank the relative
importance of skills as perceived by fresh busi-
ness graduates.

Results and discussion
The study started with descriptive analysis to
shed light on the characteristics of the surveyed
population, including age, gender, work status,
number of years since university graduation, ed-
ucational level, and major. The results are pre-
sented in Table 1.

Since this study analyzes the needs and prefer-
ences regarding skills and job market readiness of
young adults who may have recently completed
their education or are in the early stages of their
careers, the majority of respondents fall in the
24-26 age range and 23 or under (43.6% and 34.7%,

Table 1
Descriptive analysis

Responses

Characteristics
Frequency Percentage

Age

23 or under 35 347
24-26 44 43.6
27-29 13 12.9
30 or older 9 8.9
Total 101 100
Gender

Male 39 38.6
Female 62 61.4
Total 101 100
Employment status

Graduate student 13 129
Employee 12 11.9
Job seeker 70 69.3
Entrepreneur 6 5.9
Total 101 100
Graduating from

university

1 year ago 43 42.6
2 years ago 17 16.8
3 years ago 16 15.8
4 years ago 8 7.9
5 years ago, or more 17 16.8
Total 101 100
Educational level

Diploma 18 17.8
Bachelor 82 81.2
Master 1 1
Total 101 100
Major

Business management 40 39.6
Information systems 13 129
Accounting 14 13.9
Economics and finance 6 5.9
Marketing 4 4
Human resources 6 5.9
Operation management 2 2
other specify 16 15.8
Total 101 100

Source: Developed by the authors.

respectively), followed by a smaller percentage of
age ranges of 27-29 and 30 or older (12.9% and
8.9%, respectively). Data show a higher represen-
tation of females with 61.4%, while only 38.6% of
respondents identify as male. This may reflect the
gender composition of the survey participants. Re-
garding the work status of respondents, 69.3% of
respondents identified themselves as job seekers
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Table 2
Reliability tests

Cronbach’s Alpha N of Items
Skills r?eeded after graduatlon and can contribute 0.967 13
to the job opportunity.
Skills enhance the job opportunity 0.928 10
The skills that universities should prepare their students 0992 10

for to join the job market

Source: Developed by the authors.

and 12.9% as graduate students, while only 17.8%

of respondents were employees or entrepreneurs.
This aligns with the interest of the study in under-
standing the needs and aspirations of individuals

actively seeking employment. The distribution of
respondents based on the number of years since

they graduated from university shows a signifi-
cant proportion of recent graduates. The highest
percentage of respondents (42.6%) graduated one

year ago, followed by 5 years ago or more (16.8%).
This indicates a group of individuals in the early
stages of their careers who are likely recent gradu-
ates from university and have entered or are about
to enter the job market. A Bachelor’s degree was

the most common education level among the re-
spondents (81.2%), followed by diploma-holders

(17.8%). However, only 1% of respondents hold

Master’s degrees. This highlights that all partici-
pants in the survey have completed undergraduate

studies. The first majors reported in the results

are business management (39.6%), accounting

(13.9%) and information systems (12.9%). Other
specified majors, such as economics and finance,
marketing, human resources, and operations man-
agement, have lower percentages, ranging from

2% to 15.8%. This is in line with the study’s target

group, as respondents to the poll were people with

backgrounds in business.

We performed some reliability tests for the
three variables. The results are shown in Table 2.
As we see from the table, Cronbach’s alpha coef-
ficients are all close to Alpha =1 (0.967, 0.928,
0.992). According to Taherdoost (2016) and Hair
et al. (2012), these results, as in an exploratory
study in the social sciences, indicate that there
is an acceptable internal consistency reliability
for all multidimensional variables used in the
study [22, 23].

As in prior studies, e.g., [24-26], we used mean
scores to rank the relative importance of skills

perceived by fresh business graduates as needed
after graduation and can contribute to the job

opportunity, or enhance the job opportunity, or
that universities should prepare their students to

join the job market. As shown in Table 3, gradu-
ated students ranked problem-solving, teamwork,
dedication to work, a positive attitude during
challenges, and management skills as the top five

most important skills that they think they need

when they graduate and find their job. In terms

of skills that can enhance job opportunities, the

graduates placed leadership and time manage-
ment, good communication with customers and

suppliers, participation in different academic

activities, knowledge of some software programs,
knowledge of using Word, Excel and different
office tools, as the top five most important skills.
Regarding skills that universities should prepare

their students to join the job market, the results

come as follows. Leadership skills were ranked first,
followed by critical thinking in second rank. At the

third rank came teamwork skills and technical and

computer skills and the fourth rank was shared

between motivation skills and improved personal

knowledge. The fifth rank was also shared between

time management skills and problem-solving
skills. Down in the list, personality development
skills and communication skills came in sixth and

seventh places, respectively.

The participants were asked some other ques-
tions to identify skills that they would like to
improve and enhance in the future, and to what
extent their intention to start their own business
if they do not find a job opportunity.

Therefore, the present study confirmed the find-
ings about the need for some types of specialized
skills that can satisfy the demands of the labor
market in Oman. There is an increase in demand
for highly skilled graduates’ students who will be
capable of meeting the requirements of job specifica-
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Table 3
Measurement variables analysis

Variable

Mean

SDev

p_value

Rank

Please specify the skills that you think you need when you graduate and can contribute to finding your job

Major knowledge level 2.8515 1.26796 0.00* 13
Leadership skills 3.0495 1.29905 0.00" 6
Communication skills 3.0396 1.24837 0.00* 7
Computer and IT 3.0099 1.26882 0.00* 9
Practical experience 2.8614 1.28864 0.00* 12
Analytical and critical thinking 3.0297 1.32254 0.00* 8
Logical analysis 2.8812 1.21068 0.00* 11
Dedication to work 3.2277 1.41337 0.00* 3
Management skills 3.0990 1.36018 0.00* 5
Positive attitude during challenges 3.1485 1.32201 0.00* 4
Technical skills 3.0000 1.27279 0.00* 10
Teamwork 3.2475 1.29156 0.00" 2
Problem solving 3.2970 1.29263 0.00* 1
How can the following factors and skills enhance the job opportunity for graduate students?
Participation in different academic activities 4.1089 0.94764 0.00* 3
Overall knowledge in business studies activities 3.8812 0.89763 0.00* 8
!E(onoc)l\;vledge of using Word, Excel and different office 40792 104578 0.00* 5
(o (g e /TS ez wome oo s
Knowledge of using some software programs 4.0891 0.92843 0.00* 4
Teamwork 3.9901 0.87744 0.00" 6
Good communication with customers and suppliers 41287 0.95565 0.00* 2
Problem solving and decision making 3.9901 0.93268 0.00* 6
Leadership and time management 41584 0.96677 0.00* 1
Ability to plan and forecast international changes 3.9703 0.95347 0.00* 7
Skills that universities should prepare their students for to join the job market

Communication skills 1.4545 0.50252 0.00* 7
Personality development 1.7455 0.43962 0.00* 6
Time management 1.8727 0.33635 0.00* 5
Leadership skills 1.9636 0.18892 0.00" 1
Motivation skills 1.9091 0.29013 0.00* 4
Problem solving 1.8727 0.33635 0.00" 5
Teamwork 19273 0.26208 0.00* 3
Critical thinking 1.9455 0.22918 0.00" 2
Technical and computer skills 1.9273 0.26208 0.00* 3
Improve personal knowledge 1.9091 0.29013 0.00* 4

Note: * significant at p< 0.001.

Source: Developed by the authors.
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tions in the private sector. The findings in Table 3 il-
lustrate the statistical significance of all the p-values

for all skills. The most important skills that students

need to find jobs are problem solving, dedication

to the work, and teamwork. In addition, leader-
ship and time management, good communication

with customers and suppliers, and participation in

various academic activities are significant skills that

can help students land job opportunities. Overall,
all the mentioned skills in the study are important,
and the findings of the current study are consistent

with the ILO’s list of skills needed in Oman’s labor

market [2], which is recommended for companies in

Oman to provide training opportunities for gradu-
ates. Furthermore, education institutions and the

government should collaborate to indicate the future

skills required to be given to students to meet the

needs of the future job market.

The results in Table 4 indicate that a signifi-
cant portion of respondents, specifically 70.3%,
desire to enhance their knowledge in their major
area. Other areas include communication skills
(56.4%), personality development (46.5%), team-
work and problem-solving (42.6%), motivation
skills (47.5%), and technical and computer skills
(37.6%), which represent the skills that respon-
dents desire to improve and enhance in the future.
Moreover, some other soft skills were pointed
out by participants, such as time management
(43.6%), critical thinking (38.6%), presentation
skills (36.6%), conducting research and studies
(33.7%), data analysis (33.7%), negotiation (27.7%),
and pursuit of learning (26.7%). This highlights
the importance and awareness of respondents of
soft skills and personal growth for their future
careers. Regarding the question related to the in-
tention of respondents to start their own business
if they do not find a job opportunity, the results
emphasize the significant interest of fresh gradu-
ates to pursue entrepreneurship as an alternative
career path with a percentage of 82.2%.

Due to environmental, technological, climate
and economic changes, there will be a high gen-
eration of future jobs related to the green busi-
ness transition, big data, technology adaptation,
artificial intelligence (AI) and the digitalization of
trade and business (Future of Jobs Report (2023),
published by the World Economic Forum (WEF).?2

2 URL: https://www3.weforum.org/docs/WEF_Future_of
Jobs_2023.pdf (accessed on 20.05.2024).

In addition, there will be a growth in jobs that
are more focused on e-commerce, environment
management technology, cybersecurity, and all
jobs related to tech like agriculture technology,
financial technology, education technology, etc.
Education, agriculture, digital commerce, and
trade industries are expected to see growth in
job creation in the coming five years. However,
administrative jobs are predicted to be reduced,
and many jobs will be lost due to the adaptation
of technology and automation systems. Therefore,
companies in the future are expected to recruit
graduates or employees who have analytical think-
ing skills, creative thinking skills, cognitive skills,
self-efficacy skills, motivations, self-awareness,
and life-learning skills. In addition, they are look-
ing for candidates who are flexible and can adapt
to the environmental and workplace changes.
Furthermore, the core skills that will be required
more in the future will be those related to team-
work, empathy skills with customer awareness,
leadership, active listening and social influence.

Conclusion

The study aims to shed light on the training
needs of unemployed fresh graduates in the
Business Administration major in Oman and
provide actionable recommendations to address
the skills gap and enhance their employability.

Previous studies have emphasized the impor-
tance and role of higher education and other pro-
fessional training institutions, as a foundational
form of vocational training, indicating that higher
education students are unlikely to experience
unemployment. However, there are still obstacles
that new graduates must overcome in order to
enter the workforce. These include the annual
increase in the number of graduates, the develop-
ment of stringent hiring procedures and standards
by employers, and their preference for graduates
with a diverse range of abilities. A survey was
distributed to 101 fresh graduates from the Uni-
versity of Nizwa and UTAS-Nizwa, and the data
were analyzed using the SPSS program. The find-
ings show that the skills that ranked higher in all
aspects (skills that can enhance job opportunities,
skills that universities should teach their students
to join the job market, and the skills that fresh
graduates would like to improve and enhance
in the future) are soft skills: problem-solving,
teamwork, dedication to work, a positive attitude,
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Table 4
What do you want to improve and enhance in the future?

Particulars Frequency Percentage, %
1  Improve personal knowledge in my major 71 70.3
2 Communication skills 57 56.4
3 Motivation skills 48 47.5
4 Personality development 47 46.5
5  Time management 44 43.6
7  Teamwork and problem solving 43 42.6
8  Critical thinking 39 38.6
9  Technical and computer skills 38 37.6
10 Presentation skills 37 36.6
11  Leadership skills 36 356
12 Data analysis 34 33.7
13 Conducting research and other studies 34 33.7
14 Negotiation 28 27.7
15 Pursue learning 27 26.7

Source: Developed by the authors.

leadership, communication, critical thinking, ne-
gotiation, and the ability to pursue learning. This

reflects the demand for what we call “Future Skills”
due to global economic change and technological

advancements. However, some technical skills are

included, such as technical and computer skills

(e.g., software programs, such as Word and Excel),
and data analysis.

Interestingly, the results show that most re-
spondents expressed their intention to pursue
entrepreneurship as an alternative career path.
Our results demonstrated that the most impor-
tant skills that graduate students need and can
contribute to easily finding jobs are problem
solving, teamwork, and dedication to work. In
Oman, foreign workers dominate the private sec-
tor. Therefore, maintaining the required skills for
graduates is vital to the government and education
institutions. Although Table 3 ranks the impor-
tance of each opinion, it is important to note that
there are many different opinions with varying
standard deviations when assessing the skills that
are required after graduation and demanded by
the private sector.

In addition, the analysis of this study con-
cludes that leadership skills, critical thinking

skills, and teamwork are the important skills
that universities should provide their students
to successfully join the job market. According
to the recommendations of the World Economic
Forum, the Oman government should develop the
professional and technical skills of the national
workforce, which can help replace the expatri-
ates in the private sector. Enhancing internship
training and providing practical experience are
the policy tools that can reduce the gap between
the national and foreign workforces in their pro-
fessional skills. It is important to monitor the
future jobs market in the Omani and balance
the skills required for Omani workforce in order
to replace expatriates in the private sector. The
unemployment problems in Oman could be due
to the saturation of job vacancies available in the
public sector, as 86% of total workers in the public
sector are Omanis. However, the dominance of
foreign workers or investors in the private sector
in Oman, who prefer to recruit non-Omanis due
to their skills or salary advantages, prevents the
private sector from creating more job opportuni-
ties for Omanis.

In conclusion, we propose the following rec-
ommendations:
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1. Prepare graduates with relevant soft skills,
self-efficacy, and cognitive social behavior
through workshops, seminars, and internships.

2. Emphasize technical skills such as data
analysis, programing, project management, and
emerging technologies, like artificial intelli-
gence and block chain.

3. Foster collaboration between universities
and industry to design curricula and training
programs that promote opportunities for stu-
dents to access real-world-based learning to ob-
tain relevant employment skills, knowledge, and
awareness of employers’ cultures.

4. Encourage and facilitate internship programs
that provide fresh graduates with practical expe-
rience and communication with professionals in
their field of interest.

5. Promote an entrepreneurship mindset to
prepare graduates to come up with creative ideas
and innovation to create their jobs via several

learning methods, such as production-based en-
trepreneurship training models.

These recommendations may help educa-
tional institutions, policymakers, and even em-
ployers prepare suitable curricula and training
programs that will empower fresh graduates
with the right technical and soft skills, along
with a mindset for continuous learning and
entrepreneurial creativity and innovation. By
implementing these recommendations, Oman
can foster a more vibrant and skilled workforce,
leading to sustainable economic growth and
development.

The limitations of the present study include
the small sample size, necessitating cautious
generalization of the findings. In addition, due
to the size of the sample, and the homogeneity
of the data, implementing the ANOVA analysis
to check the differences among the skills was not
performed in the study.
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ABSTRACT

This study aims to discover the perceptions of the critical success factors (CSFs) of the public and private
sectors’ players that influence the implementation of public-private partnership (PPP) infrastructure projects
in Bangladesh. Methods: A questionnaire survey was adopted to discover public and private sector players’
perceptions of the CSFs and success subfactors (SSF) of PPP projects. Based on the literature review, CSFs and
SSFs were identified, and the agreement between respondents from the public and private sectors was tested.
A total of 59 responses were collected and examined to reveal the perceived gaps between sectors and rank
CSFs and SSFs. The Statistical Package for the Social Sciences (SPSS) software was used. The results show that
the top-ranking factor was ‘economic viability”, followed by “appropriate risk allocation”,“sound financial pack-
ages”, “favorable investment environment”, and “reliable concessionaire” It was also found that the perceptions
of the public and private sectors were mixed. The key conclusion of this study is that the identified factors
must be effectively addressed in order to develop consensus and engage relevant stakeholders in Bangladesh.
Keywords: public-private partnership; critical success factors; success subfactors; Bangladesh; public sector;
private sector; infrastructure projects

For citation: Mannan Z., Ahmed F., Uddin Md.M. Critical success factors of public private partnership (PPP)
implementation: A Study in Bangladesh. Review of Business and Economics Studies. 2024;12(2):28-41. DOI:
10.26794/2308-944X-2024-12-2-28-41

OPUTUHANDBHASA CTATbA
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uccneaosaHue B baHrnagew
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AHHOTALUA
Llenbio faHHOMO MUCCNEA0BaHMS SBASETCS BbISBNEHWE BOCNPUATUS KpUTMUECKMX dakTopoB ycnexa (KDY) yyacr-
HMKOB roCyapCTBEHHOMO M YAaCTHOIO CEKTOPOB, KOTOPbIE BIMSIKOT HA peanun3aLmnio MHOPACTPYKTYPHbLIX MPOEKTOB
rocypapCcrBeHHo-4acTHoro naptHepctea (MYM) B banrnagew. MeTtoabl: 419 BbiSIBNEHWS NPEACTABIEHUIA YYACTHU-
KOB roCyLapCTBEHHOr0 M YacTHoro cektopos 0 KDY u noadaktopax (Gpaktopos bonee HU3KOro ypoBHS) ycrexa
(N®Y) npoekTos 'Y 6b11 CNONB30BaH aHKETHbIV onpoc. Ha ocHoBe 0630pa nutepatypbl Obinu BoisiBieHbl COY
un MDY, a Takxe 6bIN0 NPOBEPEHO COOTBETCTBME MEX/Y OTBETaMU PECMOHAEHTOB M3 roCyAapCTBEHHOIO M YaCTHOrO
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CeKTopoB. bbi1o cobpaHo M n3ydeHo 59 0TBETOB C LieNbio BbISBAEHMS NPeAnonaraemMblX Pasvyunin B BOCNPUATUM
pasnuuHbIX CEKTOPOB U paHxupoBaHus COY u MOY. Mcnonb3oBanock nporpaMmMHoe obecneyeHne CTaTUCTym-
4ecKoro makeTa Ans coumanbHbix Hayk (SPSS). PesynbraTbl paHXMpoBaHMs NOKa3biBatOT, YTO HA NEPBOM MecTe
oKazasncsa GakTop «IKOHOMMYECKas XXM3HECnoCoBHOCTb», 32 KOTOPbIM CNEAYHOT HaANexallee pacnpeneneHme
PUCKOBY, KHaAeXHble GUHAHCOBbIE NAKeTbI», «61aronpusTHbIE UHBECTULIMOHHbIE YCIOBUS» U Ky4aCTUe HAAEXHOro
KOHLLeccMoHepay. Takke 6blao YCTaHOBMEHO, YTO BOCMPUATME FOCYAAPCTBEHHOIO M YAaCTHOrO CEKTOPOB HEOAHO-
3Ha4yHO. OCHOBHOM BbIBOA, JAHHOTO MCCNEA0BAaHMS 3aK/0YAETCS B TOM, YTO HEOOXOAMMO YYUTbIBATH BbISB/IEHHbIE
daKTopbl AN LOCTUXKEHWS KOHCEHCYCA M ONTMMAIbHOrO MPUBIEYEHMS 3aMHTEPECOBAHHBIX CTOPOH B baHrnagelw.
Kntouesbie cnoea: rocynapCTBeHHO-4aCTHOE NAapTHEPCTBO; KpUTMUecKne GakTopbl ycnexa; noadakTopbl ycnexa;
baHrnapew; rocysapcTBEeHHbIN CEKTOP; YACTHbIN CeKTOp; MHDPACTPYKTYPHbIE NPOEKTHI

Ana yumupoearnusa: Mannan Z., Ahmed F., Uddin Md.M. Critical success factors of public private partnership
(PPP) implementation: A Study in Bangladesh. Review of Business and Economics Studies. 2024;12(2):28-41.
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1. Introduction

Public-private partnerships (PPPs) are becoming
an increasingly popular option for policymakers

when it comes to delivering major public projects,
particularly in the face of limited government fi-
nancial resources and the need to combat govern-
mental inefficiencies [1, 2]. To develop infrastruc-
ture, the Government of Bangladesh (GoB) shows

great interest in PPPs to develop infrastructure.
According to the Sustainable Development Goals’
(SDGs) Financing Strategy, an additional amount
of 928.48 billion US dollars is required to reach the

target.! GoB has identified five possible sources

of funding SDGs to meet the 17 goals by 2030.
Out of the 85% domestic financing, PPPs have a

target of 5.5%.2 As a result, with the private sector
contributing 42% and PPP accounting for 5.5%,
nearly half of total SDG financing is expected to

come from the private sector. Therefore, the GoB

must play a significant role in attracting private

capital and fostering an environment that will

enable them to bring in the necessary investment
to meet the nation’s SDG targets.

In developing countries, governments are re-
sorting to PPPs to address the investment shortfall,
particularly in infrastructure development [3].
The PPP Authority of Bangladesh assists Line
Ministries and Contracting Authorities in devel-
oping and implementing PPP projects. There are
77 projects in the PPP pipeline that are in vari-
ous phases of development. The expected total
investment amount is USD 38.77 billion. With
two additional PPP contracts signed in 2022, the

! PPP Authority. Annual report 2021-22. Dhaka, Bangladesh:

Government of the People’s Republic of Bangladesh; 2021. See

https://www.pppo.gov.bd/download/ppp/ar/PPPA_Annual-
Report_2021-22.pdf

2 Ibid.

total number of signed PPP contracts stands at 17,
with an anticipated investment of USD 4.5 billion.?
One of them is operational, while the other nine
projects are under construction. Reports indicate
that 19 projects are currently in the procurement
stage, while 40 projects are in various stages of
project development. Despite the growing popu-
larity of PPPs, there is a scarcity of research on the
success factors of PPP application in Bangladesh.
To effectively implement and deliver the planned
infrastructure projects, sound knowledge on CSFs
related to PPPs is needed [4].

Public works and services are no longer seen as
being solely provided by the government. Private
finance initiatives (PFIs), or public-private part-
nerships, have been acknowledged as significant
methods of resolving issues that governments
have in delivering infrastructure systems [5]. To
reduce the burden on governmental budgets, a
remarkable movement has been observed toward
the participation of the private sector to develop
public infrastructure as well as services [6, 7]. This
tendency has been influenced by several factors,
including lack of resources, deregulation of infra-
structure, and the impact of international mar-
kets. This tendency has led to an increase in the
importance of private financing.

In long-term PPP arrangements, it is found
that there are immense risks and uncertainties,
engagement of many partners, absence of knowl-
edge, lack of experience and expertise in PPP in
many areas, and varied issues emerging glob-
ally, which have surprising effects. Nevertheless,
a practical and effective procurement strategy
is urgently required to improve procedures in

5 ADB. Public private partnership monitor: Bangladesh.
Asian Development Bank, Manila; 2022. URL: http://dx.doi.
org/10.22617/SGP220554-2
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upcoming PPP projects, given the global trend
toward PPPs. The process of identifying, analyzing,
and classifying many elements that are crucial
to the overall performance of PPPs is a crucial
stage in the construction of such a protocol. The
achievement of an infrastructure project’s goals
depends on a variety of variables, including cost,
timeliness, and quality [7]. The identification of
the critical success factors (CSFs) for these goals
will enable the efficient distribution of scarce
resources. The CSFs can be determined using ei-
ther quantitative measurements or professional
opinion [8]. An analytical hierarchy technique is
used, for instance, by Chua et al. [8] to poll profes-
sional opinions on CSFs for construction projects.
According to Marks and Sparkman’s study [9],
PPP is defined as a collaborative engagement of
non-state actors in the infrastructural develop-
ment or service provision of public agencies to
achieve win-win gains. With the expeditious
change of market in the fastest-growing econo-
my of Bangladesh, an inevitably competent PPP
method is needed, which can be implemented
to develop various sectors, industries, and infra-
structure to meet the needs of its population. The
success of PPP depends on key, specific factors
known as critical success factors (CSFs). Central
to effective PPP implementation are CSFs, which
guarantee success during the planning, identifi-
cation, and evaluation stages while also molding
an organizational culture of excellence [10]. This
study attempted to ascertain these factors, which
are indispensable for PPP projects in Bangladesh.
The purpose of this research is to find appropriate
CSFs and success subfactors (SSFs), i.e., factors
of lower level, for PPP projects in Bangladesh. An
effort was also made to provide a road map for the
successful delivery of the PPP projects.

2. Literature review
The main objective of PPP in Bangladesh is to
ensure a faster, more inclusive economic tra-
jectory and to better meet the demand for im-
proved, high-quality public services while
maintaining fiscal viability.* The Government
of Bangladesh has continuously reviewed and
revised the PPP arrangements for the enormous
expansion of PPP implementation in Bangla-

4 Public Private Partnership Act 2015.1422/16. URL: https://
www.pppo.gov.bd/download/ppp_office/PPP_Law 2015 (Ap-
proved_Translation).pdf

desh in order to enhance current practices and
ensure the attainment of its conclusive target. It
requires enhancing PPP practices, which gives
rise to this study that emphasizes the CSFs for
effective PPP projects in Bangladesh.

The “success factor” concept was first devel-
oped by Daniel [11]; later, Rockart [12] refined
that process into critical success factors between
1979 and 1981 [13, 14, 15]. Johnson and Friesen
applied this concept to many sectors in 1995 [16].
Rocakart [15] stressed that project success depends
on how much attention organizations give to CSFs.
As understood from the study of Zhang [9], five
CSFs for PPP in the development of infrastructure
are crucial: economic viability, risk allocation,
financial instruments, concessionaire consortium,
and favorable investment environment. Besides
Zhang, several researchers identified CSFs for dif-
ferent types of PPP. In negotiations and competi-
tive tendering for Build-Operate-Transfer (BOT)
contracts, Tiong [17] in his study pointed out six
CSFs for private sector players: entrepreneurship
and leadership; identification of right project;
structure of consortium; transfer of technology;
different financial packages; and strong guaran-
tees. A study [18] conducted in China on the BOT
project identified eight CSFs, including “identifi-
cation of right project; stable political and sound
economic situation; diversified financial package;
level of toll or tariff; risk allocation; selection of
right subcontractors; control of management;
and transfer of technology”. Another study [13]
was conducted on Accor Stadium (former Stadium
Australia), which was constructed through the
PPP mechanism of build-operate-own-transfer
(BOOT). He identified 15 success factors, and
the most significant CSFs include: compatibility
skills among the key parties, technical innova-
tion to overcome project complication, and ef-
ficient approval process. Other important CSFs
include environmental impact, legal and economic
framework, political stability, right project, stra-
tegic alliances, efficient resource management,
trust, support from community, feasibility study,
technology transfer, financial competence, and
structure of consortium. He argued that private
investment initiatives do not automatically lead
to success in an infrastructure project. He further
added that the win-win principle is the foundation
of the success of PPP projects. Again, a study [19]
was conducted on a BOOT scheme to analyze the

30

rbes.fa.ru



Critical Success Factors of Public-Private Partnership (PPP) Implementation: A Study in Bangladesh

CSFs. The study reflected the same CSFs and added
new factors: “negotiation, client brief or outcome,
feature of bid, business diversification, viability
of business, competition, credit rating, teamwork,
present infrastructure, asset delivery, growth of
investment, and identification of project” [19].

Zhao et al. [20] evaluated the CSFs of two PPP
power projects that used the BOT scheme. He
identified 31 success factors and found that 3 fac-
tors are crucial: “the necessity of the project, ex-
pected debt-paying ability, and financial capacity
of contractor”. Moreover, he asserted that specific
CSFs apply to each project individually: “project
financing management of the contractor (project
company) and efficiency of business operation
and qualification of the contractor, competency of
personnel, investment capacity of the contractor,
profitability of the project, and legal environment”.
The study conducted by Almeile et al. [21] revealed
that the three most often cited reasons for PPP
projects in developing nations were ‘appropriate
risk distribution and risk-sharing’, ‘political back-
ing’, and ‘the private sector’s financial strength’.

A factor analysis approach was used by Li et
al. [14] to discover CSFs in PPP projects for the
UK construction sector. He found that “effective
procurement process; ability of project implemen-
tation; guarantee from the government; sound
and stable economic conditions; and availability
of financial market” are the key success factors
for the PPP project.

In the case of built environment, most stud-
ies on PPPs have focused to a large extent on
five issues: (1) risks allocation; (2) relationships
among the parties; (3) critical success factors;
(4) challenges of PPP; and (5) financing/value for
money. After a substantial literature review was
conducted, it was found that the most arguable
issue was gaining “value for money” because it is a
lavish and prolonged procedure that thus needed
adequate expertise and capability in finding the
right projects for PPP, the right private sector
player, the ability of risk management, and the
management of all participants [22]. These issues
made PPP popular. Many developed and develop-
ing countries, such as Bangladesh, believe that PPP
can be an option to reduce the economic burden.
Other reported issues include encouraging private
player innovation and managerial expertise, risk
allocation, value for money, and timely service
delivery, to name a few. Almeile et al. [23] con-

ducted a study in Saudi Arabia and found that
economic imperatives, not political imperatives,
influence the association between CSFs and the
performance of public-private partnership projects
in that country.

Most research concentrated on the influence
of CSFs in developed countries, for example, Li et
al. [14] and Algarni et al. [6] broadly in the United
Kingdom and United States, and Cheung et al. [24]
in Hong Kong. In spite of the emergence of PPP
studies within developing countries, particularly
in South Asia and countries such as Pakistan and
India, Bangladesh remains at a strategic stage to
develop and establish legal frameworks, fostering
project plans, ideas, and hubs for PPP units. In-
sufficient research has been found that addresses
CSFs in the South Asian context.

Furthermore, most PPP studies in Asia have
used survey tools from developed countries. To
fill that gap, this study examines the CSFs that
influence the implementation of PPP projects in
Bangladesh.

3. Aims and objectives

This study aims to discover the understanding and
perceptions of players involved in the public and
private sectors regarding the CSFs that influence
the application of PPP projects in infrastructure in
Bangladesh. To achieve the overall objectives, two
specific objectives have been established. First, it
aims to identify and assess the criticality of suc-
cess factors (CSFs) required for PPP projects, and
second, the study intends to identify and evaluate
the significance of PPP success subfactors.

4. Methodology

4.1. Research instrument

One of the key messages from the reviewed litera-
ture is that there is a need to identify the critical
success factors of PPP in Bangladesh. It is impor-
tant to note that PPPs are often difficult to assess
clearly. The success of a PPP project depends on
CSFs. Initial factors were identified based on a
comprehensive review of similar previous studies.
Based on the comprehensiveness of the criteria
and the recommendations of PPP experts, the
authors used the factors identified by Zhang [7].
Given its extensive use in gathering expert opin-
ions in construction management research [7],
this study employed a questionnaire survey to
gather data on CSFs for PPPs. Discussions with
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participants in PPP projects, including government
officials, construction and operation managers,
architects, developers, and engineers, led to the

development and refinement of the questionnaire.
4.2. Sample and collection procedures

One hundred twenty questionnaires were ad-
ministered using the non-probability sampling
technique. In total, 59 usable responses were re-
ceived. The completed questionnaires were col-
lected via email and postal service. To reduce the

impact of the unacceptable sample on the overall

sample, mail returned due to wrong or incomplete

addresses, participants who no longer had the

job, participants who were out of the office, and

participants with little or no PPP knowledge were

all taken into consideration as ineligible and were

excluded from the final analysis.

4.3. Data analysis

Participants were requested to rate the indica-
tors for CSFs and SSFs according to the five-point
Likert scale. Values 0 through 5 were specified as

being ‘not applicable’ to ‘extremely critical’, re-
spectively. The Statistical Package for the Social

Sciences (SPSS) software was used to analyze the

data. Five-point Likert scale data were analyzed

for the importance of each of the success fac-
tors using descriptive statistics by way of mean.
Afterward, as considered by the overall respond-
ents and by the public and private player groups

individually, factors were classified according to

their importance.

5. Findings and discussion

In this section, the results of the analysis and
how they relate to the literature review will be
discussed. The study entailed finding and ana-
lyzing the CFSs that influence PPPs, as well as
developing a framework that would serve as a
direction for both the state and non-state sectors
in Bangladesh.

Table 1 illustrates the criticality indexes and
rank of the five main success factors based on the
overall respondents, state sectors, and non-state
sectors. The index, known as criticality, of each
success factor was computed as follows:
CI=(5n,+4n,+3n,+2n,+ 1n))/5(n.+ n,+ n.+n,+n,).

Note: CI= Criticality Index, where n,= extreme-
ly critical, n, = very critical, n, = critical, n,=fairly
critical, and n, = not critical.

The index of success subfactors (SSFs) was cal-
culated through formula proposed by Zhang [7].

In this formula, “5”, “4”,“3”,“2”,“1”, and “0” have
significance indexes of 100, 80, 60, 40, 20, and 0,
respectively.
SI=(OR,+ 20R, +40R, + 60R .+ 80R, + 100R )/
(Rio R, TRyt Ri3 TR, * RiS)‘

Note: SI = “Significance Index” where R, =
“number of responses as ‘0’ for the ith factor
or subfactor”; R, = “number of responses as ‘1’
for the ith factor or subfactor”; R, = “number of
responses as ‘2’ for the ith factor or subfactor”;
R.= “number of responses as ‘3’ for the ith fac-
tor or sub factor”; R, = “number of responses
as ‘4’ for the ith factor or subfactor”; R, = “num-
ber of responses as ‘5’ for the ith factor or sub
factor”.

5.1. CSFs of PPP implementation

It was found that the “economic viability” factor
was graded top by both the public and private sec-
tor players (0.897 and 0.883, respectively), where

“favorable investment environment” was graded

lowest by the private sector (0.613) and graded 4
by the public sector (0.785). Many governments

conduct economic viability analyses to ascertain if
a proposed project is worthy of the use of state re-
sources. A project is economically feasible when its

economic advantages exceed its economic costs.’

The World Bank® also noted that the value-for-
money analysis of PPP and financial modeling
will both benefit from the initial inputs of the
cost and demand estimations created for the
economic viability assessment. Furthermore,
El-Kholy et al. [25] argued that the economic,
political, and administrative circumstances of
the host country have a significant impact on
the key risk variables of economic viability.

It is evident from Table 1 that respondents
ranked all 5 CSFs as either “extremely critical” or

“very critical” for the successful implementation

of PPP projects. Respondents believed that two
factors are “fairly critical” for the success of a
project are reliable concessionaire consortium
and a favorable investment environment.

As shown in Table 1, “appropriate risk alloca-
tion” is the second most important success factor
for PPPs in Bangladesh. A survey [14] was carried
out in the UK to assess the relative impact of eigh-
teen possible CSFs. The investigation concluded

5 Success factors for private engagement in FCS. World Bank;
November 1, 2022. URL: https://ppp.worldbank.org/public-
private-partnership/success-factors-private-engagement-fcs

¢ Ibid.
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Table 1

Perception of interviewee regarding the relative importance of CSFs of PPP

Public Sector

Private Sector Overall Respondents

Success factors

C.L R. (R R. (G R.
‘economic viability” .897 1 .883 1 .889 1
“appropriate risk allocation” .881 2 .807 2 .839 2
“sound financial package” .833 3 .783 3 .805 3
‘reliable concessionaire consortium” 769 5 765 4 .685 5
“favorable investment environment” .785 4 613 5 767 4

Note: C.I. = “criticality index”, R.= “ranking”

Source: Data collected by the authors.

that appropriate risk allocation is one of the three
most important factors. Through the systematic
research approach, Zhang [7] pointed out numer-
ous CSFs that were analyzed to a greater extent
and classified into five main CSFs, these are “fa-
vorable investment environment”, “economic
viability”, “reliable concessionaire consortium
with strong technical strength”, “sound financial
package”, and “appropriate risk allocation”. The
results illustrate an acceptable level of agreement
in the ranking of this factor between respondents
from the public and private sectors and overall
respondents.

As illustrated in Table 1, the third highly
critical factor, ranked by the respondents, is
“sound financial package”. Zhang, Tiong, and
Li, et al. [7, 17, 14] highlighted in their research
how this factor is important to implement PPP
projects. The viability of a PPP project is typi-
cally more influenced by the financial pack-
age than by the physical design or the cost of
construction. Zhang [7] drew ten elements and
recommended including these elements to make
effective financial packages. These are: “sen-
sible schedules for investment, payment, and
drawdown”; “financial analysis”; “appropriate
combination of financing sources and standby
facilities”; “high equity-debt ratio”; “stable
currencies of debts and equity finance”; “low
financial charges”; “fixed and low interest rate
financing”; “long-term debt financing that min-
imizes refinancing risk”; “ability to deal with
fluctuations in interest and exchange rates”;
and “appropriate payment structures”.

We can learn from Table 1 that factors were
ranked significantly differently by the public

and private sector players. Public sector play-
ers believe that the “reliable concessionaire
consortium” factor is not as important as oth-
er factors that influence the implementation
of PPP projects. They ranked this factor fifth,
whereas private sector players ranked fourth.
The same dissimilarities are shown in the factor
“favorable investment environment”. In this
case, public sector players ranked this factor
fourth and fifth by private sector players. The
result does not imply that these two factors are
not critical factors for effective application of
PPPs in Bangladesh; perhaps in this case the
ongoing political condition in Bangladesh is
well balanced and PPPs are supported by the
government, which means these success factors
are perceived as less critical. PPP projects can
be successful when the investment environment
for private sector participation is adequately
enhanced and favorable, as demonstrated by
the Pamir Private Power Project in Tajikistan.”
5.2. SSFs of PPP implementation

Public sector, private sector, and overall re-
sponses are depicted in Table 2. It also sum-
marizes the significance indexes as well as how
respondents ranked the SSFs. The SSF “stable
political system” under a favorable investment
environment was regarded as an indispensable
(94%) influencing factor for the implementation
of PPPs, especially in infrastructure. Despite the
fact that there are many SSFs ranked differently
by the public and private sector players, both

" Assessing project feasibility and economic viability. World
Bank; June 24, 2022. URL: https://ppp.worldbank.org/public-
private-partnership/assessing-project-feasibility-and-eco-
nomic-viability
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sector players ranked “stable political system”,

“favorable economic system”, and “predictable
risk scenarios” as essential SSFs for successful
PPP application. Correspondingly, the factor
“promising economy” was ranked eleventh by
both sector players.

Research has proven that “economic viability”
plays a crucial role in the success of PPP proj-
ects. To succeed, this factor is dependent on a
number of subfactors [7]. Table 2 demonstrates
that public and private players’ perceptions of
the SSFs of PPP applications in Bangladesh do
not significantly differ. When it comes to factors
such as “long-term cash flow” and “sufficient
profitability to attract investors,” both sector
players exhibit slight differences. The public
sector players viewed the factor “long-term
cash flow” more critically than the private sec-
tor players. On the other hand, private sector
players perceived the factor “sufficient prof-
itability to attract investors” as more critical
than public sector players.

In general, while the government is in a good
position to foster non-state engagement to de-
velop public infrastructure, non-state players
play a crucial role in the successful application
of PPPs [7]. Choosing the right concessionaire
is critical to the effective implementation of the
PPP project. Table 2 depicts that under the CSF

“reliable concessionaire consortium”, nine SSFs
out of twelve were ranked differently by both
sectors. The last three SSFs (“partnering skills”,

“innovative technical solution”, and “rich ex-
perience in international PPP project manage-
ment”), both sectors ranked them as the same.
The findings indicate that the concessionaire
ought to have sound managerial skills. The
analysis also portrayed that other subfactors,
for example, leading role by the entrepreneur
or enterprise, an effective project organization
structure, strong relationships with government
agencies or authorities, skills in partnership,
sound experience in international PPP project
management, multidisciplinary participants,
and a strong project team, are needed to build
a reliable concessionaire consortium.

It is considered that the financial package
is the most important CSF for the successful
application of PPPs in Bangladesh. Table 2 il-
lustrates that both sector players perceived
all SSFs as important to a great extent and

ranked them almost in the same fashion. The
tendency indicates that the financial package
has an immense influence on the viability of
the PPP project. Zhang [7] recommends that a
sound financial package should comprise all
SSFs to speed up the capital expenditure of an
infrastructure project.

Evidently, there are various risks associated
with PPP projects. Hence, risk allocation is im-
portant for PPP risk management. This study
found quite a different picture on the “appropri-
ate risk allocation” factor. From Table 2, a level
of difference was noted among respondents
relative to their opinion about suitable risk
allocation. The “concession agreement” fac-
tor was ranked top by both sector respondents.
Respondents from both the public and private
sectors significantly agreed that the agree-
ment of shareholders, insurance, and supply
is mandatory, and consecutively, the design
and construction contract is an impactful fac-
tor for PPP projects. It is noteworthy that the
percentage of significance is 59.3%, which is
the lowest among all. This confirms that each
SSF listed is significant; hence, these are criti-
cal to the success of PPPs.

5.3. Agreement analysis
By using Spearman’s rank correlation coeffi-
cient (r ), sequential rank agreement analysis
was performed between public players and
private players to compare the agreement in
the ranking of these factors between the two
groups. The value of r_ denotes agreement
between the two groups. r_ of zero indicates
absolute disagreement, whereas r_of one indi-
cates absolute agreement. Table 3 and Table 4
exhibit the success factors and success sub-
factors of r, respectively. It should be noted
that the lowest r_is 0.74 which confirms that
there is a well-balanced agreement in ranking
between two groups, that is, the public sector
players and the private sector players.

6. Conclusion
This study investigated five CSFs suggested by
Zhang [7] for successful PPP applications in
Bangladesh. The results indicate that all these
factors were graded as either “extremely criti-
cal” or “most critical”. The analysis revealed
economic viability as the top-ranked factor.
Based on both sector rankings, the results are
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Table 2

Summary of responses on significance indexes of SSFs under respective CSFs

Public Sector Private Sector Overall
Success subfactors s. R SL R SL R
Favorable investment environment
“stable political system” 92.5 1 94.7 1 94.0 1
“favorable economic system” 91.7 2 88.3 2 89.7 2
‘government support” 89.3 3 79.0 4 83.3 3
“the project is in public interest” 84.5 4 74.7 6 81.3 4
“predictable risk scenarios” 83.7 5 78.3 5 80.5 5
“the project is well suited for privatization” 81.3 6 81.3 3 79.0 6
“adequate local financial market” 79.7 7 67.1 8 75.0 7
“predictable and reasonable legal framework” 79.0 8 72.0 7 72.5 8
“supportive and understanding community” 733 9 62.0 10 67.3 9
“predictable currency exchange risk” 70.1 10 65.3 9 66.7 10
“promising economy” 60.5 11 60.1 11 62.3 11
Economic viability
“long-term demand for the products/services” 87.7 1 88.3 1 88.1 1
“long-term cash flow” 86.1 2 85.3 3 85.7 2
“sufficient profitability to attract investors” 84.5 3 86.5 2 85.7 3
“long-term availability of suppliers” 67.7 4 74.7 4 71.7 4
“limited competition from other projects” 59.0 5 69.0 5 64.7 5
Reliable concessionaire consortium

‘good relationship with host government authorities” 89.3 1 82.0 2 85.1 1
“strong and capable project team” 86.1 3 84.1 1 85.1 2
“leading role by a key enterprise or entrepreneur” 87.7 2 80.6 3 83.7 3
“effective project organization structure” 79.7 5 78.3 4 79.0 4
“sound technical solution” 80.5 4 73.1 7 76.1 5
‘cost-effective technical solution” 77.3 6 74.7 5 76.0 6
“low environmental impact” 76.5 7 74.1 6 75.1 7
“public safety and health considerations” 65.3 9 72.0 8 70.5 8
“multidisciplinary participants” 69.3 8 71.3 9 69.1 9
“partnering skills” 62.1 11 69.4 11 69.1 10
“innovative technical solution” 66.1 10 71.3 10 66.3 11
“rich experience in international PPP project 573 12 60.7 12 593 12

management”
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Table 2 (continued)

Public Sector Private Sector Overall
Success subfactors S, R. S.l. R. S.l. R.
Sound financial package
appropzlate toll/tariff level(s) and suitable adjustment 925 1 853 1 833 1
formula
abilities to dea"l with fluctuations in interest/ 870 2 837 2 837 7
exchange rates
“sound financial analysis” 81.3 3 83.1 4 82.3 3
“investment, payment, and drawdown schedules” 79.7 4 78.3 5 80.5 4
sources ;amd structure of main loans and standby 76.5 5 836 3 790 5
facilities
rilgl?“g-term debt financing that minimizes refinancing 757 6 771 6 76.5 6
stable c”urrenues of securitization (debts and equity 725 7 76.7 7 74.0 7
finance)
“fixed and low interest rate financing” 69.3 8 72.5 8 71.1 8
“low financial charges” 60.5 9 70.1 9 66.1 9
“high equity/debt ratio” 57.3 10 70.1 10 64.7 10
Appropriate risk allocation
Suitable and dependable risk allocation in:

‘concession agreement” 85.3 1 80.7 1 82.7 1
‘off take agreement” 773 3 72.5 7 79.0 2
‘guarantees/support/comfort letters” 80.5 2 77.7 3 78.3 3
“loan agreement” 76.5 4 79.5 2 75.5 4
“shareholder agreement” 75.0 5 73.7 5 76.5 5
‘operation agreement” 73.3 7 77.1 4 74.1 6
“insurance agreement” 74.1 6 73.7 6 74.0 7
“design and construct contract” 69.3 8 62.0 8 65.1 8
“supply agreement” 64.5 9 58.3 9 61.0 9

Note: S.l. = “significance index, R.= “ranking”.

Source: Data collected by the authors.

mixed. Although both public and private sec-
tor players ranked success factors and success
subfactors differently, similarity was found in
the ranking of a few factors.

Despite the differences in ranking between
the public and private sectors, this indicates the
diverse roles and responsibilities performed by

each sector in the application of the PPP proj-
ect in Bangladesh. Furthermore, the disparity
in perception between the public and private
sectors advocates a gap in perception between
the two sectors. This gap must be effectively
addressed to foster consensus and involve rel-
evant stakeholders in Bangladesh.
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Table 3
Agreement analysis of ranking CSFs

Public Sector Private Sector
Success factors Agreement analysis

S.I. R. S.I. R.

‘economic viability” 0.895 1 0.882 1

“appropriate risk allocation” 0.879 2 0.806 2

“sound financial package” 0.831 3 0.782 3 r.=0.89

“reliable concessionaire consortium” 0.767 5 0.764 4

“favorable investment environment” 0.783 4 0.612 5

Note: C.I. = “criticality index, R.= ranking’, r_ = “Spearman’s coefficient of rank correlation”.

Source: Data collected by the authors.

Table 4
Agreement analysis of ranking SSFs

Success subfactors

Public Sector

Private Sector

Agreement analysis

S.L R. S.L R.
Favorable investment environment
“stable political system” 93.7 1 95.7 1
“favorable economic system” 92.7 2 89.3 2
‘government support” 90.3 3 79.0 4
“project is in public interest” 85.5 4 75.7 6
“predictable risk scenarios” 84.7 5 79.3 5
“project is well suited for privatization” 82.3 6 82.3 3 rs=0.91
“adequate local financial market” 80.7 7 68.1 8
“predictable and reasonable legal framework” 79.0 8 72.0 7
“supportive and understanding community” 74.3 9 62.0 10
“predictable currency exchange risk” 71.1 10 66.3 9
“promising economy” 61.5 11 61.1 11
Economic viability

“long-term demand for the products/services” 88.7 1 89.3 1
“long-term cash flow that is attractive to lender” 87.1 2 86.3 3
;:,zﬁsi:)er:t profitability of the project to attract 855 3 875 7 < =089
“long-term availability of suppliers” 68.7 4 75.7 4
“limited competition from other projects” 59.0 5 69.0 5
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Table 4 (continued)

Public Sector Private Sector
Success subfactors Agreement analysis
S.l. R. S.I. R.
Reliable concessionaire consortium
good r.e'latlonshlp with host government 903 1 82.0 2
authorities
“strong and capable project team” 87.1 3 85.1 1
“leading role by a key enterprise or entrepreneur” 88.7 2 81.7 3
“effective project organization structure” 80.7 5 79.3 4
“sound technical solution” 81.5 4 741 7
“cost-effective technical solution” 78.3 6 75.7 5
rs =091

“low environmental impact” 775 7 75.1 6
“public safety and health considerations” 66.3 9 72.0 8
“multidisciplinary participants” 70.3 8 72.3 9
“partnering skills” 63.1 11 70.5 11
“innovative technical solution” 67.1 10 723 10

rich expenerlce in international PPP project 583 12 617 12

management

Sound financial package
approprlate toll/tar’[ff level(s) and suitable 935 1 863 1
adjustment formula
abilities to dea”l with fluctuations in interest/ 870 7 84.7 7
exchange rates
“sound financial analysis” 82.3 3 84.1 4
“investment, payment, and drawdown schedules” 80.7 4 79.3 5
f;c::lijur;iss,?nd structure of main loans and standby 775 5 84.7 3
rs =0.94

long—term dfeb‘iﬁnancmg that minimizes 76.7 6 781 6

refinancing risk

staple currencies of securitization (debts and 735 7 757 7
equity finance)
“fixed and low interest rate financing” 70.3 8 73.5 8
“low financial charges” 61.5 9 71.1 9
“high equity/debt ratio” 58.3 10 711 10
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Table 4 (continued)
Public Sector  Private Sector
Success subfactors Agreement analysis
S.L. R. S.L. R.
Appropriate risk allocation
Appropriate and reliable risk allocation in:

‘concession agreement” 86.3 1 81.7 1
‘off take agreement” 78.3 3 73.5 7
‘guarantees/support/comfort letters” 81.5 2 78.7 3
“loan agreement” 77.5 4 80.5 2
“shareholder agreement” 75.0 5 74.7 5 rs=0.74
‘operation agreement” 74.3 7 78.1 4
“insurance agreement” 75.1 6 74.7 6
“design and construct contract” 70.3 8 62.0 8
“supply agreement” 65.5 9 59.3 9

Note: C.I. = "criticality index”, R.= “ranking’, r_ = “Spearman’s coefficient of rank correlation”.

Source: Data collected by the authors.
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Emerging and fastest-growing markets in Africa are developing their financial environment to attract investors
and position themselves as an upcoming generation of strong and influential markets. The subject of this study
is public expenditure outlays used to stimulate economic activity in emerging markets in Africa. The purpose of
this study is to isolate the main determinants of government spending and the role of institutional quality. The
relevance lies in the significance of maintaining such expenditures at optimal levels to benefit the economy.
The scientific novelty lies in the analysis of the main factors explaining government spending to support policy
formulation in emerging markets. This study applied the autoregressive distributed lag (ARDL) model to test
both long-term and short-term dynamics. Based on the results, the study demonstrated both joint and long-run
causality between the selected variables and government expenditure. Short-term causality is not confirmed.
The study concluded that the Wagner law still holds, in which economic growth is coupled with an increase in
expenditure. The Economic freedom index is more effective in controlling government expenditure than the
POLITY 2 variable. This study offers some policy implications.
Keywords: public expenditure; emerging markets; institutional quality; Wagner law; autoregressive distributed
lag; Africa

For citation: Mbulawa S. Public expenditure in the fastest growing and emerging market economies in
Africa: The role of institutional quality. Review of Business and Economics Studies. 2024;12(2):42-54. DOI:
10.26794/2308-944X-2024-12-2-42-54

OPUTMHAJIbHASA CTATbA

[ocyaapcTBeHHble pacxoabl B 6bICTPOPACTYLLMX
ctpaHax AQpuKM € pa3BMBAIOLLMMCSA PbIHKOM:
POJib Ka4eCTBa MHCTUTYLLMOHA/IbHOM Cpeabl

C. M6ynaBa
Konnepxx 6yxrantepckoro yyeta botcaHbl, [abopoHe, botcBaHa

AHHOTAUMUA
PazBuBatowwmecs u Hanbonee GbiCTpopacTylme pbiHKM ADPHUKM COBEPLIEHCTBYIOT CBOK (DMHAHCOBYH Cpeay
B LLENIIX NPUBIEYEHNS MHBECTOPOB M NO3ULMOHMPOBAHMS CeBS B KAYECTBE CUIIbHBIX U BAUSATENbHbIX PbIHKOB
HOBOro nokoneHus. MpeaMeToM LaHHOMO MCCIEN0BAHMS SBNSIOTCS rOCYAAPCTBEHHbIE PACXO/bl, UCMOJIb3YEMbIE
ANs CTUMYNIMPOBaHMS S3KOHOMMUYECKOW aKTUBHOCTM Ha pa3BMBaOLLMXCS pbiHKax cTpaH Adpuku. Llenb naHHoro
MCCNeaoBaHMs — BbiIBUTb OCHOBHbIE (DaKTOPbI, ONPEAENIOLMNE FOCYAAPCTBEHHbIE PACXObl, U POSb MHCTUTY-
LIMOHANbHOIO Ka4yecTBa. AKTYasIbHOCTb 3aK/1H04aETCs B BaXXHOCTU NMOAAEPXKAHUS TaKMX paCcXOA0B Ha ONTUMasb-
HOM YpOBHE, 4T06bl OHM MPUHOCUAM MOJb3Y 3KOHOMMKE. HayuHaa HOBU3HA — B aHaM3e OCHOBHbIX (DaKTopOB,
06bACHALLMX rOCYAAPCTBEHHbIE PACX0bl A1 NOAAEPKKM pa3paboTKM NOAUTUKM Ha PAa3BMBAIOLLMXCS PbIHKAX.
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B paHHOM nccnenoBaHMM NpUMeEHSacb MOAENb aBTOPerpeccum ¢ pacnpeneneHHsiM narom (ARDL) gng npo-
BEPKM KaK LONTOCPOYHOM, TaK U KPAaTKOCPOUYHOM AMHAMMKHK. Pe3ynbTaThl MCCnenoBaHMs NPOAEMOHCTPUPOBAM
KaK COBMECTHYH, TaK M LOATOCPOYHYI MPUUNHHO-CNEACTBEHHYIO CBSA3b MEXAY BbIOpaHHbIMU NepeMeHHbIMU
M roCy[apCTBEHHbIMM pacxoaamu. KpaTkoBpeMeHHas NpuYMHHO-CNeACTBEHHAs CBS3b He MOATBEPXKAEHA. B nccne-
[LOBaHMM CLeNaH BbIBOA, O TOM, YTO 3aKOH BarHepa, cornacHo KOTOpOMY 3KOHOMMYECKMIA POCT CONMPOBOXAAETCS
yBE/IMYEHMEM PACXOA0B, MO-NPEXHEMY AEMCTBYET. MHAEKC 3KOHOMMYeCcKon cBoboabl 6onee adpdekTMBEH ANs
KOHTPOJIS rOCYAapCTBEHHbIX pacxooB, yeM nepemerHas POLITY 2. [laHHOe nccnenoBaHme NO3BOASET CAENATh
HEeKOTOpble BbIBOAbI, TPUMEHUMbIE NPK Pa3paboTKe NOAUTUYECKUX PELLEHU.

Kniouesvie cnosa: rocynapCTBEHHbIE pacxoAbl; Pa3BUBAKOLLMECS PbIHKU; MHCTUTYLIMOHANIbHOE KayeCTBO; 3aKOH
BarHepa; aBToperpeccus ¢ pacnpefneneHHbiM narom; Adpuka

Ans yumupoeanus: Mbulawa S. Public expenditure in the fastest growing and emerging market economies
in Africa: The role of institutional quality. Review of Business and Economics Studies. 2024;12(2):42-54. DOI:

10.26794/2308-944X-2024-12-2-42-54

1. Introduction

This study examines the long-term determi-
nants of government expenditure in emerging
and fastest-growing economies, with particular
focus on the role of institutional quality. Several
countries in Africa are developing their financial
markets to attract investors and position them-
selves as an upcoming generation of emerging
markets. They offer investors opportunities for
good returns on investments. The nature and
sophistication of the stock market, in com-
parison to the level of economic development,
underpin the classification of an economy as
emerging [1, 2]. In this study, the term emerg-
ing markets refers to countries with financial
markets that help to win investors’ attention
and are experiencing growth led by the private
sector [3].! Fastest-growing economies in Africa
are identified by the African Development bank.?
In most emerging and fastest growing markets,
the size of the government represents the extent
to which public institutions are participating in
economic development. The government brings
about changes in the structure of the economy.
In most economies, the government’s size and
scope have changed. It is desirable for any gov-
ernment to promote the welfare and interests
of citizens. This is coupled with engaging pro-
grams in different domains, including economic,
political, and legal structures. Involvement in
such programs increases the size of the govern-

! Africa Business Pages (ABP) (2023). The emerging markets in
Africa. URL: https://www.africa-business.com/features/africa-
emerging-business.html (accessed on 20.11.2023).

2 Africa Development Bank (2023). Africa’s economic growth to
outpace global forecast in 2023-2024 — African Development
Bank biannual report. URL: https://www.afdb.org/en/news (ac-
cessed 19.11.2023).

ment, particularly in Africa, where the private
sector does not do much to improve economic
outcomes? [4].

While it may be plausible that government
expenditures should increase to stimulate eco-
nomic activity, it is also critical that such ex-
penditures are mitigated to bring benefits to
the economy. A rise in government spending
that outstrips revenues may crowd out private
investments. To deal with this, the government
may follow an expansionary fiscal policy drive,
which may cause the economy to overheat.
However, stable government expenditure un-
derpinned by taxation revenues that are propor-
tional to gross domestic product (GDP) may give
rise to a balanced budget [5].

Discussions on government expenditure and
its drivers are key, as they provide direction to
policymakers on making effective decisions in
managing fiscal shortafalls and bringing stable
economies [6]. It is critical to focus on govern-
ment expenditure considering that in emerging
and growing markets in Africa, there are still
elements of poverty and other social ills like
high unemployment and crime. Improvements
in social indicators do not match the growth in
government expenditure. More so, as much as
studies have been done focusing on these driv-
ers, there is no consensus on the main determi-
nants in this context. While there is a consen-
sus that factors such as economic growth, trade
openness, inflation, population, taxation, and
democracy are associated with government ex-
penditure, there is a lack of agreement on their

5 Farquharson, E., Yescombe, E. R. (2011). How to engage with
the private sector in public-private partnerships in emerging
markets. World Bank Publications.
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respective contributions [7, 8]. Furthermore,
there is a lack of evidence about the role of in-
stitutions in explaining government expenditure.

Institutions influence economic activity as
they put in place and act as constraints that al-
low for interaction between political, social, and
economic factors. They help streamline human
behavior and ensure that there are benefits de-
rived from human interactions and any econom-
ic activity. Countries develop faster where there
are strong and effective institutions. Scholars
have conducted extensive research on the im-
pact of institutions on economic growth and ac-
tivity [9, 10]. These studies argue that strong and
efficient institutions explain country differences
with respect to income levels. However, there is
still limited work on their effect on government
expenditure patterns. There is inconclusive evi-
dence regarding their effect in different political
regimes and the extent of economic freedoms
provided [11, 12]. There is rent-seeking behav-
ior in economies with autocratic rule as the
government allocates more funding to military
activities as opposed to other development ar-
eas such as education, which improves welfare
for all. Effective institutions can help mitigate
such behaviors, yet the evidence is not clear in
our context.

From a policymaker’s point of view, it is criti-
cal to understand ways to administer public
funding when faced with limited resources and
the need to reduce costs of governance. Balanc-
ing between money allocated to capital and re-
current expenditures requires that policymakers
be informed of the main drivers, as it becomes
difficult to develop where such choices are in
conflict. Since the effects of these drivers differ
based on the context and choice of variables, it
is critical that we understand the dynamics in
emerging and growing market economies. These
have drawn much attention as potential driv-
ers of regional GDP. The main questions are as
follows: Which are the main drivers and con-
straints to a rise in government expenditure?
Does institutional quality play an important role
in explaining the level of government expendi-
ture?

This paper is organized as follows: section 2
focuses on a literature review to provide evi-
dence from past studies; it is followed by sec-
tion 3, which focuses on the methodology;

section 4 gives the results and discussion; and,
finally, the study provides conclusions and poli-
cy implications.

2. Literature review
Theories

Several theoretical propositions have been
put forward in relation to government or public
expendituresi. For example, Wagner’s proposi-
tion opines that public expenditure is driven by a
rise in economic growth. The rise in demand for
public services and decisions by the state to in-
crease their administrative capacity lead to an in-
crease in expenditure. Growth would translate to
increased public spending [13]. Keynesian theory
argues that government intervention in the form
of social programs and public-funded projects
increases public expenditures. Investing in such
programs creates a conducive environment for
private sector participation in development [14].

Empirical evidence

It is critical that government expenditures
be translated into sustainable economic devel-
opment. Understanding how resources are dis-
tributed and managed helps to gauge potential
economic outcomes. This helps in reviewing
spending plans and redirecting government ef-
forts towards beneficial areas. In the African
context, public funding is the main engine for
growth using public programs. It is no simple
task to effectively manage public resources. Fur-
thermore, countries differ in terms of govern-
ance and development; hence, their needs and
priorities differ as well. Public expenditure effi-
ciency increases with high levels of GDP per cap-
ita [15]. Evidence [16] supports that there is uni-
directional causality from GDP to government
expenditure. GDP has a positive effect on gov-
ernment expenditure [7]. On the contrary, [17]
shows that there is no link between government
expenditures and GDP, suggesting that Wagner’s
Law does not hold. There is no evidence of cau-
sality between the two variables.

An inflow of international aid results in an
expansion in government recurrent expenditure
[7, 18]. Past studies [19, 20] argue that inter-
national aid is fungible for financing recurrent
expenditures. It is a key determinant of govern-
ment expenditure in low- and middle-income
economies [21]. It crowds out domestic govern-
ment spending on public investment [22].
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Evidence suggests that the effect of urbani-
zation on expenditure depends on the type of
outlay. For example, past studies [17, 23, 24]
show that urbanization has a positive effect on
health care expenditure. It induces health care
expenditures in developing countries [25]. Ur-
banization leads to an increase in demand for
public services [26]. On the contrary, [27] show
that urbanization has a nonlinear relationship
with government expenditure. It has a negative
effect on public sector expenditure due to posi-
tive external consequences and economies of
scale. The relationship becomes positive after
crossing a threshold of 55.28% due to negative
externalities.

Studies [7, 17, 28—-31] show that taxation has
a positive effect on government expenditure.
The two variables are cointegrated and have a
stable relationship. The long-term and posi-
tive impact of taxation exists when we consider
capital government expenditure [32]. Causality
runs from taxation revenue to government ex-
penditure [33]. On the contrary, unidirectional
causality flows from government expenditure to
tax revenue [34]. The tax-spend hypothesis was
found to exist using data for a group of countries
in Latin America. It shows that the government
spends first, increasing taxation at a later stage.
This means that changes in public expenditure
lead to changes in public revenue [35].

Good governance is critical for economic
development. Budget allocations fund public
programs, which drive growth in emerging and
growing market economies. An economic sys-
tem could be open or closed, and alternatively, a
country could be regarded as democratic or au-
tocratic, but the government still has a key role
to play in development. Institutional quality
has been found to influence the level of govern-
ment expenditure in past studies. For example,
[11] argues that the type of political regime de-
termines what features within government ex-
penditure; government expenditure is low in a
country with an inefficient legal system [36]; the
quality of institutions determines the efficiency
of government expenditure [7, 37]; high-quali-
ty institutions facilitate and help to effectively
manage public resources [38]; institutions are
effective where they limit money wasted and
corruption [39]. The effect of institutional qual-
ity on expenditures depends on the composition.

For example, corruption increases expenditure
on defense and public services while reducing
expenditure on education, health, and cultur-
al issues [40]. This is supported by [41], which
shows that weak institutions result in corrupt
practices and high public expenditures.

There are few cross-country studies linking
aid and government expenditures [42, 43]. Trade
openness has been found to negatively affect
government expenditure [17]. This is supported
by the author of [18], who shows that trade lib-
eralization has a negative association with the
expenditure structure. On the contrary, past
studies [44-46] found that trade openness has
a positive effect on government expenditure in
low-income countries. Trade tax revenue has a
positive impact on expenditure in the long run,
not the short run [18]. A study [47] argues that
the quality of institutions reinforces the causal
relationship between openness and government
expenditure. [50] find no cointegration relation-
ship between trade openness and government
expenditure.

3. Methodology

3.1. Model and estimation

In this section, the study models public ex-
penditure on a vector of variables identified
from the literature based on their relevancy. The
approach is to use an autoregressive distributed
lag (ARDL) model, as supported by past studies
[6, 19, 49]. The model was selected based on the
assertion that there are a spillover effects from
past behaviors of variables. The procedure en-
tails the estimation of an overparameterized
model with an arbitrary number of lags for all
variables. This may give rise to a model that is
consistent with the theory and data employed.
An economic procedure was followed to deter-
mine the relevance of the model. This involves
checking for stationarity or unit root and de-
termining the order of integration. The study
employed the methods described in [50] and
[51]. Once the order of integration has been de-
termined, the study proceeds to test for cointe-
gration using methods by Westerlund and Kao
[52]. After confirming the cointegration of vari-
ables, the subsequent step involves choosing
the optimal model. A study [53] suggests that if
all variables are stationary, then ordinary least
squares techniques and vector autoregression
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models are applied. If all variables are non-
stationary, we apply the Johansen test to assess
cointegration. Again, with mixed variables, we
test for cointegration, and if present, we employ
the ARDL model with possibilities of using error
correction models (ECM) and assessing causality.
Non-stationary variables are made stationary by
taking the first difference. The same can be at-
tained by including a time variable in the regres-
sion or by extracting trends and cycles from the
single series using the Hodrick-Prescott filter.
All these approaches to attaining stationarity
may result in losing the long-run information of
the variables. However, it’s possible to derive an
ECM from ARDL by linear transformation. The
ECM integrates both short- and long-run dy-
namics and avoids losing long run information.
The ARDL captures both short- and long-run
relationships among cointegrated variables. As
suggested by [54], the study applies the pooled
mean group (PMG) method, which allows for
short run coefficients to vary across countries
while maintaining the same long run coeffi-
cients. It is applicable even with small periods
and cross sections in panels. The specific model
is as follows:

where a is a constant and f are parameters

P q q
GEP, =a,+ ZﬁOGEE(t_j) + Zﬂl GDPPC,, > B,TO,, ,+
Jj=0

)t Zﬂ EFL;, ,+ Zq:ﬁSODAi(t_j) +
Jj=0

+ Z,H POLITY2,,

Jj=1

+Zﬂ6UBN +Zﬁ6TE ) +,Lllt (1)

to be estlmated, i and t represent country and
time components. Through re-parameterization
of equation (1) the error correction term (ECT) is
obtained as follows:

(

GEP.( .)—Q)GDPPC.(;)—(D TO.( -

The short- and long-run coefficients, respec-
tively, are 8 and w, and the speed of adjustment is 3.
3.2. Data and variables
The study uses annual data from various sources
for the period 1990-2020. The analysis focuses
on 19 emerging and fast-growing African econ-
omies. The dependent variable is government
expenditure (GEP), obtained from the Interna-
tional Monetary Fund database. This is the real
government expenditure as a share of GDP [19].
The main explanatory variables are tax effort
(TE), which is defined as tax revenue as a share
of GDP [55]. The data set on true random scores
is obtained from the United Nations University
World Institute for Development Economics
Research. Net ODA received (% of GNI) is em-
ployed to capture net aid from official donors
(ODA). Institutional quality is captured using
the economic freedom index (EFI). Data is col-
lected from the Fraser Institute and is an annual
measure that captures efforts to create a stable
macroeconomic environment and ensure that
contracts are enforceable [56]. In addition, the
POLITY 2 score captures a country’s democratic
institutions on a scale from one to ten. Con-
trol variables, as defined by the World Bank, are
gross domestic product per capita (GDPPC) in
current United States dollars (US$) which is de-
fined as the GDP divided by the mid-year popu-
lation; trade openness (TO), which is the aver-
age imports and exports as a percentage of GDP;
Population in the largest city (% of the urban
population) is used as a proxy for urbanization
(UBN).

4. Results and discussion
Table 1 provides summary statistics for variables
as follows: the average government expendi-

)

~0,POLITY, ,~,EFl, ,~00DA4,
-1 -1
AGEP, =, +9;| ~oUBN,, , -o;TE,, Ze AGEP,, +Ze AGDPPC,, ,+
Jj=1 j=0
q-1 q-1 g-1 (2)
+ 0,ATO0;, , + > O,APOLITY2,, , + ) OAEFL, , +
Jj=0 Jj=0 Jj=0
g-1 q-1 g-1
+D BAODA,  + 8,AUBN,, , + > OATE,, ,+m,
Jj=0 Jj=0 j=0
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Table 1
Descriptives

stats GEP GDPPC TO POLITY 2 EFI ODA UBN TE
mean 20.40 2087.13 30.81 2.61 5.77 7.29 30.02 26.61
sd 7.07 2376.93 13.93 5.28 1.09 8.83 14.23 745
skewness 1.12 1.66 13.93 5.28 1.09 8.83 14.23 745
kurtosis 4.12 5.10 3.01 1.71 2.58 25.57 2.40 3.39
N 608 590 608 596 596 565 587 542

Source: Developed by the author.

ture is 20.40%, the average GDP per capita is
USD 2087.13, which shows that most of the sam-
pled countries are in the lower middle-income
bracket as defined by the World Bank in 2022.
The level of trade openness is around 30% of
GDP on average. The POLITY 2 score is 2.61 on
average, which shows that countries have weak
democratic institutions; the EFI score is 5.77 on
average, which shows that most countries have
moderate economic freedom. The net aid re-
ceived from official donors is low, at around 7%
of GDP on average. The extent of urbanization is
still low, with the population in the largest cities
being a third of the urban population. On aver-
age, revenue is below a third of GDP, demon-
strating the critical role that revenue collection
agencies must play in these countries.

In Table 2, we present results for checking po-
tential multicollinearity among variables. The
coefficients for any pair of explanatory variables

are less than 0.50, are positive, negative and sig-
nificant. This demonstrates that multicollinear-
ity is not a significant issue, and we can apply
our variables within the same model. Strong cor-
relations exist between government expenditure
and all variables.

In Table 3, we present findings that show that
all variables are stationary after first differenc-
ing, except for ODA and TE. Thus, there is poten-
tial for co-integration among variables.

The study employed Kao’s method to test for
cointegration. Table 4 shows that the hypothesis
of no cointegration is rejected using all five sta-
tistics. Therefore, one can conduct analysis us-
ing either the ARDL or ECM models.

Empirical models are estimated using the
ARDL technique as follows: Model (1) with all
the variables to examine their contribution
to government expenditure. This is followed
by estimating models (2), which incorporate

Table 2
Correlation
GEP GDPPC TO POLITY 2 EFI ODA UBN TE
GEP 1.000
GDPPC 0.536™" 1.000
TO 0.156** 0.465*" 1.000
POLITY 2 0.167* 0.124* 0.305** 1.000
EFI 0.129* 0.155* 0.316*" 0.497** 1.000
ODA -0.344** -0.046 -0.300*  -0.343**  -0.202** 1.000
POP -0.143**  -0.092**  0.193*  -0.332* -0.119*  0.121* 1.000
TE 0.088** 0.002 0.032 0.134* 0.045 -0.062 -0.062 1.000

*significant at 10%, **significant at 5% and ***significant at 1%.

Source: Developed by the author.
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Table 3
Unit root
Variable IPS FISCHER Order
Levels First Difference Levels First Difference
GEP -1.2453 -6.0487*** 1.3673 -22.3086"" I(1)
GDPPC -0.3818 -4.6222** 5.3652 -15.8648"** (1)
TO -0.4504 -3.0933** 4.6821 -79772*** (1)
POLITY 2 -1.5436 -3.654"* -3.6687** -13.5583* I(1)
EFI -1.6340 -4.4094** -0.4384 -11.6245" [(1)
ODA -2.5334" -7.1881"* -5.3158*** -26.6101* 1(0)
UBN -0.9303 -2.2699** -0.0382 -3.7826"* I(1)
TE -2.3263"" -5.7803"* -4.2108*** -21.1573* 1(0)

*significant at 10%, **significant at 5% and ***significant at 1%.

Source: Developed by the author.

institutional quality variables one at a time.
It allows us to appreciate the changes in re-
sults and potentially isolate the effect of each
measure. Model (4) is the final estimation that
incorporates all variables. This proves to be
the best model for predicting government ex-
penditure among emerging and fast-growing
economies. Findings (Table 5) show that gov-
ernment expenditure returns to equilibrium
after changes in its covariates at a speed of
45% on average, as shown by all models. It is
the speed at which the model corrects itself
when there are deviations in the short run. In
the short run, none of the explanatory vari-
ables is significant, in all models, except insti-
tutional quality variables. Though significant
at the 10% level, the POLITY 2 variable has a
negative effect on government expenditure in
model (4). The economic freedom index is neg-
ative and significant at the 5% level in mod-
els (3) and (4). This shows that, in the short
run, strengthening institutional quality helps
to control excessive government expenditure.
All variables are significant using the long-run
model.

The impact of GDP per capita on government
expenditure remains positive in all four mod-
els. This is demonstrated by the coefficients,
which are significant at the 1% level. In other
words, as economic welfare improves coupled
with a rise in GDP, the level of government
expenditure increases in the long term. This

is consistent with Wagner’s law, which argues
that public expenditure increases as national
income rises. The value of our coefficients
shows that there are marginal changes in
public expenditure of about 0.02% for every
10% change in GDP per capita. Findings are
consistent with past studies [19, 57, 58], which
show that significant changes in national eco-
nomic welfare have a positive contribution to
public spending. This is linked to the emerg-
ing demand for public goods as the govern-
ment seeks to meet the needs of citizens and
develop initiatives.

Taxation revenue has a positive and signifi-
cant effect on government expenditure in the
long run. This is demonstrated by coefficients
that are significant at the 1% level through-
out. A 10% rise in tax revenue would induce
a growth in public spending of 1.94%, using
model (1). The size of the coefficient increas-
es slightly with the introduction of the POL-
ITY 2 variable and falls in models (3) and (4)
with the introduction of the economic freedom
index variable. This shows the importance of
the choice of institutional variables in mod-
eling the effect of taxation revenue. Findings
are consistent with past studies [59, 60] that
support the tax-spend hypothesis by Fried-
man in 1978. Thus, the government’s potential
to improve spending is enhanced by a rise in
tax efforts. This has implications for effective
monitoring where countries have unpredict-
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Table 4
Tests for cointegration

Kato Test for cointegration

HO: No cointegration
Ha: All panels are cointegrated

Cointegrated Vector: Same

Kernel: Bartlett

Panel means: Included
. . Lags: 1.79 (Newey-West)

Time trend: Not Included Auamented Lags: 1
AR parameter: Same g gs-
Modified Dickey Fuller t -3.4767 0.0003
Dickey Fuller t -3.1928 0.0007
Augmented Dickey-Fuller t -1.8275 0.0338
Unadjusted Modified Dickey-Fuller t -6.7683 0.0000
Unadjusted Dickey-Fuller t -4.4821 0.0000

Source: Developed by the author.

able revenue flows and appetite for spending.
The consequences are adverse, as rising spend-
ing would entail seeking help from taxpayers
in the future to avert a budget deficit.

The study shows that development aid has
no effect in the long term when considering
models (1) and (2). The introduction of eco-
nomic freedom index in models (3) and (4) re-
sults in a positive and significant coefficient.
It rises with both measures of institutional
quality in the model. This shows the signifi-
cance of strong institutions in curbing spend-
ing that may rise with the receipt of aid. The
contribution of aid to spending is supported
by past studies [42, 61]. Though it may come
with high dependency and administrative
costs, aid increases the incentive to spend as
a cheaper source of funding. The effect differs
on whether we consider capital or recurrent
spending.

Trade openness has a negative and signifi-
cant effect on government expenditure, con-
sidering models (1) to (3). This means that
as countries become more open to interna-
tional trade, less is spent by the government.
This is consistent with [62], who argues that
an increase in trade flows may mean a fall in
revenues, which may ultimately lead to a re-
duction in spending. On the other hand, when
we incorporate both measures of institutional
quality into the model, we find that the effect
of trade openness becomes positive. This could
be explained by the countries that are faced
with outside shocks as trade flows increase.

This may be coupled with high spending as
governments endeavor to give access to more
goods and services while reducing the impact
of global shocks. As countries open their econ-
omies, local demand rises, which should be
met by a rise in spending, as supported by past
studies [59, 45].

This study’s findings differ from several pre-
vious studies on our proxy for urbanization. In
general, as the urban population rises, the ex-
pectation is that more government expendi-
tures will occur. In our study, the effect is nega-
tive in all our models, which is similar to [63],
who found the same sign in the context of South
American countries. They found that urbaniza-
tion reduces government spending.

Findings on institutional quality have been
linked to other covariates earlier in the discus-
sion. The POLITY 2 variable is insignificant
throughout the two models estimated. The vari-
ables measuring the economic freedom index
are significant in all two models. Both variables
have proven to be important in modeling gov-
ernment expenditure. The negative impact of
EFI variables suggests that it is crucial in bring-
ing restraint to spending, as supported by em-
pirical evidence. [63] shows that institutional
quality has a negative effect on public spend-
ing. As institutions improve, they mitigate the
level of public spending. The effect is linked to
the way in which public spending is distributed.
Past studies [12, 64, 65] argue that the allocation
of expenditure depends on whether the govern-
ment autocratic or democratic. The former allo-
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Table 5
Empirical models

Long run models

Models 1 2 3 4
GDPPC 0.002*** 0.002** 0.003*** 0.002***
TE 0.194*** 0.196*** 0.135*** 0.136***
ODA 0.06 0.056 0.102** 0.114**
TO -0.061*** -0.066"" -0.050"" 0.038™
UBN -0.457** -0.445* -0.362*** -0.397**
POLITY 2 0.012 0.038
EFI -0.768*** -0.988"

Short run models

ECT -0.447** -0.441" -0.436*** -0.450"
GDPPC -0.001 -0.001 -0.001 -0.001
TE -0.021 -0.017 -0.001 0.013
ODA -0.138 -0.053 -0.108 -0.086
TO -0.042 -0.05 -0.029 -0.04
UBN -0.485 -1.174 0.812 -1.64
POLITY 2 -0.236 -0.279"
EFI -1.553* -1.326"
C 12.032** 11.803*** 11.684** 13217

*Significant at 10%, **significant at 5% and ***significant at 1%.
Source: Developed by the author.

cates more to military spending and less to edu-
cation. In this study, countries are democratic
on average which suggests that there is balanced
spending on different forms of expenditure.
There is an aspect of carrying out activities that
allow for the extraction of rents while growing
economies at a slow pace. However, strengthen-
ing institutions would lower the need to monitor
the efficiency of public spending.

5. Conclusions and policy implications
This study sought to isolate the main determi-
nants of government spending and the role of
institutional quality in emerging and fast-grow-
ing economies in Africa. It employs data from
1990 to 2020 for 19 countries. While the study
is more inclined toward the Wagner law, it in-
cluded other variables that capture the current
context. This study applied an autoregressive
distributed lag model to test both long-term and

short-term dynamics. This study demonstrated
that there is joint causality and long-run causal-
ity between the selected variables and govern-
ment expenditure. Short-term causality is not
confirmed.

This study has demonstrated that the Wagner
law still holds, and economic growth is coupled
with rising expenditures. This means that as the
government invests more in expanding the econ-
omy’s potential, more will be spent. The more
governments are involved in public projects to
boost national income, the more money is spent.
The availability of tax revenues increases the ap-
petite for government spending, which confirms
the tax-spend hypothesis. This indicates the
importance of decisions that restrain the use of
public funds; otherwise, huge deficits are immi-
nent. This study demonstrated that official de-
velopment aid creates a buffer on which the gov-
ernment can draw additional spending resources.
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This complements the available local resources
from tax revenues. This study demonstrated that
more is spent when an economy is susceptible
to global events through increased trade flows.
Much uncertainty is experienced when countries
are open, and spending more public funds would
mitigate that. This study demonstrated that se-
lecting the correct institutional variable is key.
It appears that the economic freedom index is
more effective than the POLITY 2 variable in

This study suggests that affording citizens
more economic freedom, such as strengthening
the legal system, having sound money, increas-
ing regulation, and having the freedom to trade,
would help optimize government spending. It is
critical that countries strengthen property rights
and bring stability to the macroeconomy. Other-
wise, by strengthening democratic institutions,
countries may help improve monitoring govern-
ment expenditure patterns and bring more ac-

controlling government expenditure.

countability to public officials.
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OPUTUHANBHAA CTATbA

U3yueHue noteHuMana ronyoom SKOHOMUKM:
cucTeMaTuyeckuii 063op cTpaTermii pasBuTuUS
MeXAyHapoaHoro busHeca B baHrnageu

B KOHTeKcTe MHA0-TMXOOKeaHCKOro perMoHa

T. XaH, Mg, M.X. OMoH
baHrnapewckmit yHmBepcuTeT npodeccmoHanos, [lakka, baHrnazeww

AHHOTAUMSA

Uenblo naHHOro cuctemaTnyeckoro 063opa aBnsetca rnybokuin aHanms ronybon (CMHel) SKOHOMUKKM B MHA0-
TUXOOKEaHCKOM pernoHe, B 4acTHocTu, B baHrnagew. Ocoboe BHMMaHWe yaenseTcs TpaekTopumn pocta ronybon
3KOHOMMKM, K/TKOYEBbIM 3aMHTEPECOBAHHbBIM CTOPOHAM, NMOMUTUYECKMM KOHLEMLUMAM, TEXHONOTMYECKUM AOCTH-
XEHUSM, TEHLEHLMSAM B TOProB/e U MHBECTULMSAX, @ TAKXKE BbI30BaM M BO3MOXHOCTAM A1 PACLUMPEHUS MEX-
LyHapopaHoro 6usHeca. MeToAabl MCCNef0BaHMS BKIKOYANM KOMIMIEKCHBINA MOUCK B 3NEKTPOHHBIX 6a3ax AaHHbIX
C NPUMEHEHWEM KPUTEPUEB BKIKOUYEHUS U UCKKOYEHUS A1 BbISIBNEHWUS PENeBaHTHbIX HayuHbIX Nybnankauuii
Ans aHanusa. Pesynbratbl nokasanu, yto ¢ 2000 no 2020 r. B cekTopax ronybom 3KOHOMUKM CTPaHBbI, TaKMX Kak
pbI60N0BCTBO, aKBaKYAbTYPa, MOPCKOM TPAHCMOPT M Typu3M, HabNoAaN0Ch 3aMeTHOe pasBuTHe. MexayHapoaHble
areHTCTBA pasBUTUS, KOPMOpPaLMK, akaLeMUueCcKne MHCTUTYTbI, NPaBUTENbCTBA M OPraHM3aLMm FpaXKaaHCKOro
obLecTBa SABNFTCS OOHUMM M3 OCHOBHbIX YY4AaCTHUKOB B NPOEKTax ronybor 3KOHOMUKMU. [TonnTuyeckne KoH-
Lenuuu U MHCTPYMEHTbI, CNOCOBCTBYIOWLME PAa3BUTUIO FONyOOM SKOHOMUKM, BKIKOUYAKOT KOMMIEKCHOE ynpaBne-
HWe OKeaHOM, MHULMATMBBI «roNyboro pocta», MOpCKyt 6e30MacHOCTb M ynpaBfeHue, a TakxKe YCTOMYMBOCTb
M afanTaumio K MU3MEHEHUIO KAnMaTta. MHHOBALUMSAM M pa3BUTUIO B CEKTOPaX ronyboi 3KOHOMMKKM CNOCOBCTBO-
Ba/IM TEXHONOrMYECKME NPOPbIBbI, TAKME KaK aBTOHOMHbIE NOABOAHbIE annapaTtbl, NPOEKTbl BO30OHOBASEMbIX
UCTOYHMKOB 3HEPTUU, TEXHONOMMU UCTAHLMOHHOIO 30HAMPOBAHUS U MOPCKME BUOTEXHONOMMU. PacTyLumii cnpoc
Ha 3KONOTMYECKM YNCTbIe TOBAPbl U YCNIYrH, TEXHUYECKUIA MPOrpecc 1 permoHanbHoe COTPYAHUYECTBO — BCE
3TO CMOCOBCTBOBANO YBENNYEHUIO TOPTOBIM U UHBECTULMIA B OTPACIM ronyboit SKOHOMUKM Ha MeXAyHapoa-
HOM ypoBHe. B uccnepoBaHmm nenaertcs BbIBOA, O 3HAUYMUTENIbHOM NOTeHUMane ronyboi sKoHoMuku B MHAo-
TUXOOKEeaHCKOM permoHe Ans CTUMYIMPOBaHUS SKOHOMMYECKOro poCTa, COAENCTBUS COLLManbHOMY Nporpeccy
1 obecneyeHus IKON0rMyeckom yctonunaoctu. OgHako Ans NOAHOM peanusalmm 3Toro noTeHumnana Heobxoammo
peLnTb Takme Npobaemsl, Kak CIOKHOCTb peryinpoBaHus, LOCTYN K GUHAHCaM, HeaaeKkBaTHas MHDPaCTpyKTypa
W ferpajaums okpyxatowen cpenbl. Pewenune 3tux npobnem TpebyeT CKOOPAMHUPOBAHHBIX YCUAUI CO CTOPOHBI
NpaBuTENbCTB, BU3HECA, HAaYYHbIX KPYroB, OpraH13aLmin rpaXkaaHCKoro obLecTsa U MexXayHapoaHbIX areHTCTB
pa3BuTHUS, A TaKXKe COCPefOTOYEHNS BHUMAHUS HA NPAKTUKAX YCTOMYMBOIO U MHKJTKO3UBHOMO Pa3BUTUS.
Knoyeswie cnoea: ronybas SKOHOMMKA; 3KOHOMMKA OKeaHa; MHA0-TMX00KeaHCKU pervoH; baHrnaaelwl; Tpaektopus
pOCTa; LeNn YCTOMYMBOIO Pa3BUTHS; TEXHONOTMYECKME AOCTUXKEHMUS; TOProBble TEHAEHLMWN; MHBECTULIMOHHDBIE TEHAEH-
LMK; MeXOYHapOIHbIM 613HEeC; NPMPOAONOAb30BaHME

Ans yumupoeanus: Khan T., Emon Md M.H. Exploring the potential of the Blue Economy: A systematic review
of strategies for enhancing international business in Bangladesh in the context of Indo-Pacific Region. Review
of Business and Economics Studies. 2024;12(2):55-73.DOI: 10.26794/2308-944X-2024-12-2-55-73

1. Introduction
The 21%t century has witnessed a paradigm shift
in global economic discourse, with increasing

ments are exploring different methods to achieve
economic success. The Indo-Pacific Region has
become one of the key areas for the development

recognition of the pivotal role oceans play in sus-
tainable development. The Blue Economy (BE)
is a paradigm that aims to use marine resources
to promote economic development while also
prioritizing environmental sustainability and so-
cial equality [1-3]. Amidst changing geopolitical
dynamics and environmental difficulties, govern-

of BE projects [4-6]. The BE idea spans a wide
range of economic sectors and activities, including
fisheries, aquaculture, renewable energy, marine
biotechnology, and coastal tourism [7, 8]. The focus
is on promoting the responsible and long-term
use of ocean resources, implementing manage-
ment strategies that take into account the whole
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ecosystem, and incorporating environmental fac-
tors into economic planning and decision-making.
The BE fundamentally signifies a shift away from
conventional methods of using resources towards
a comprehensive and all-encompassing strategy
that emphasizes long-term sustainability and
resilience [9].

Although the Indo-Pacific region is a signifi-
cant area for the growth of the BE, it is impor-
tant to acknowledge that Europe, North America,
and Latin America also have important oppor-
tunities in this field. Based on the Organisation
for Economic Cooperation and Development
(OECD) data, these regions are significant con-
tributors to the advancement of BE initiatives
because of their sophisticated technological
capacities, major investments in marine re-
search, and strong legislative frameworks that
promote sustainable oceanic activities [10, 11].
Europe has been leading the way with its Blue
Growth policy, while North America benefits
from substantial innovation and investment in
marine industries [12, 13]. Latin America makes
substantial contributions to sustainable fishing
and marine conservation through its extensive
coasts and diverse marine biodiversity [14, 15].

The Indo-Pacific Region extends from the
eastern coastlines of Africa to the western coast
of the Americas [16, 17]. It includes highly ac-
tive economies, important maritime routes, and
areas with high levels of marine biodiversity.
The region’s BE growth is influenced by factors
such as a fast-rising population, an expanding
middle class, and increasing urbanization ten-
dencies. These factors provide both possibilities
and problems. The Indo-Pacific region, as iden-
tified by the World Bank, encompasses six out
of the ten economies with the highest growth
rates globally [18-21]. This makes it a signifi-
cant hub for global trade, investment, and ma-
rine commerce [22]. Over the last several years,
the Indo-Pacific region has seen a significant in-
crease in BE activities [11, 23]. This growth may
be attributed to a combination of causes, such as
changes in population patterns, developments
in technology, the effects of climate change, and
evolving geopolitical dynamics [24, 25]. There is
a rising recognition among governments, cOrpo-
rations, and civil society players of the economic
potential of the region’s marine resources and
coastal ecosystems. As a result, there is an in-

creased focus on sustainable development and

equitable growth initiatives. This comprehen-
sive literature evaluation aims to investigate

the capacity of the BE to enhance international

commerce in the Indo-Pacific Region, focusing
on Bangladesh, an emerging economy in the re-
gion [26-28]. This study seeks to enhance com-
prehension of how BE concepts might be used to

foster economic success, environmental sustain-
ability, and social well-being in the area. It does

this by combining previous research, highlight-
ing significant themes, difficulties, and possibili-
ties.

1.1. Contextualizing the Blue Economy

in the Indo-Pacific

The Indo-Pacific Region is a large and varied area

of marine territory that stretches from the Indian

Ocean to the Pacific Ocean. It includes several is-
land countries, coastal states, and important mari-
time chokepoints. More than 60% of the global

population resides in this region, which includes

very populated nations such as China, India, Indo-
nesia, and Bangladesh [29]. The region’s strategic

importance arises from its crucial maritime routes,
which enable the transportation of commaodities,
energy supplies, and information among Asia,
Africa, and the Americas [30]. The Indo-Pacific

region has significant potential for the BE, owing
to its plentiful marine resources, expansive coast-
line, and advantageous position at the intersection

of major global trade routes [31]. The area relies

heavily on fisheries and aquaculture as important
economic sectors, supporting the lives of millions

of people and making substantial contributions

to food security and nutrition. The Indo-Pacific

region, as reported by the Food and Agriculture

Organization (FAO), contributes more than 60%

to the total worldwide fish output, establishing
its significance in the global seafood industry [32].
Aside from fisheries, the Indo-Pacific region has

abundant renewable energy potential, including
extensive offshore wind, solar, and tidal resources

that are ready to be harnessed. Australia, Japan,
and South Korea have made substantial invest-
ments in renewable energy infrastructure with

the goal of decreasing reliance on fossil fuels and

addressing the consequences of climate change

[33]. The emergence of offshore wind farms, wave

energy converters, and marine biofuel production

facilities offers fresh prospects for international

corporate cooperation and investment in the area
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[34]. The Indo-Pacific region has significant po-
tential for the burgeoning field of marine biotech-
nology, which has prospects for activities such
as bioprospecting, pharmaceutical research, and
bioremediation [35]. Coral reefs, mangroves, and
marine microorganisms have a vast amount of
biodiversity, which has the potential to provide
new chemicals and genetic resources that may
be used in medicine, agriculture, and industry
[36, 37]. Collaborative research endeavors and
measures to transfer technology are crucial for
realizing the economic worth of marine biotech-
nology while also guaranteeing fair access and
sharing of benefits [38]. Coastal tourism plays a
crucial role in stimulating economic development
in several Indo-Pacific nations, drawing in millions
of tourists annually to unspoiled beaches, coral
reefs, and places of cultural significance. Never-
theless, the fast growth of tourist infrastructure
and recreational activities presents difficulties
for marine ecosystems, such as the deterioration
of habitats, pollution, and overuse of natural re-
sources [39]. Sustainable tourism practices, such as
the implementation of eco-certification schemes,
community-based tourism initiatives, and effec-
tive management of marine protected areas, play
a crucial role in achieving a harmonious balance
between economic growth and environmental
protection [40].

The Indo-Pacific Region is susceptible to
several maritime security risks, such as piracy,
illicit fishing, marine pollution, and transna-
tional organized crime [41]. Inadequate gov-
ernance systems, conflicts over territory, and
geopolitical competitions worsen these difficul-
ties, hindering attempts to advance sustainable
BE growth and regional collaboration [42]. To
ensure maritime security and maintain peace
in the area, it is crucial to improve awareness
of maritime activities, enhance law enforce-
ment capacities, and promote discussion and
confidence-building measures [43]. Recently,
there has been a significant increase in regional
cooperation structures and multilateral initia-
tives in the Indo-Pacific area. These efforts are
focused on fostering the growth of the BE and
ensuring sustainable ocean governance [44].
The Indian Ocean Rim Association (IORA), the
Pacific Islands Forum (PIF), and the Associa-
tion of Southeast Asian Nations (ASEAN) have
all given high attention to marine concerns in

their agendas, acknowledging the significance
of oceans for economic well-being, food security,
and resilience against disasters [45]. The region-
al forums are central to furthering the BE goal
and boosting regional integration by facilitating
policy dialogues, exchanging best practices, and
mobilizing resources [46].

2. Literature review
2.1. Historical development of the Blue
Economy
2.1.1. Early concepts and evolution
The BE has developed over centuries, influenced by
humanity’s interaction with the oceans and their
resources [47-49]. The Phoenicians, Greeks, and
Romans, who were ancient maritime civilizations,
understood the economic opportunities that the
waters offered for trade, fishing, and transporta-
tion [50]. Nevertheless, they also recognized the
significance of implementing sustainable practices
in order to guarantee the enduring sustainability
of marine resources [51]. Initial restrictions and
traditional practices, such as fishing quotas and
seasonal closures, were implemented with the goal
of preventing excessive exploitation and preserv-
ing ecological equilibrium [52]. The contempo-
rary period has seen a rise in the prominence of
the BE due to growing apprehensions regarding
overfishing, pollution, and climate change [53].
The 1982 United Nations Convention on the Law
of the Sea (UNCLOS) was a crucial development
in global initiatives to regulate ocean resources
and safeguard marine ecosystems [54]. The United
Nations Convention on the Law of the Sea (UN-
CLOS) created the legal structure for determin-
ing maritime borders, exploiting resources, and
protecting the environment, providing the basis
for effective and sustainable management of the
oceans. The significance of the BE in attaining
global sustainability has been strengthened by sub-
sequent international accords, including Agenda
21 from the 1992 Earth Summit and the United
Nations Sustainable Development Goals (SDGs)
of 2015 [55, 56]. The Sustainable Development
Goals (SDGs) offer a comprehensive framework
for tackling interconnected issues such as poverty,
hunger, health, education, gender equality, clean
water, energy, economic growth, industry, inno-
vation, inequality, cities, consumption, climate
change, oceans, biodiversity, peace, and partner-
ships [55, 56].
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In recent research, there has been a growing
emphasis on studying the relationship between
the BE and the United Nations’ Sustainable De-
velopment Goals (SDGs), as well as the agreement
among stakeholders regarding this connection [57,
58]. An analysis of literature from 1998 to 2018
shows a significant connection between the BE
and SDGs [14-17, 58]. These objectives specifical-
ly address topics, such as marine life, terrestrial
life, peace, justice, strong institutions, and part-
nerships for achieving the goals [58]. Stakehold-
ers have expressed a specific inclination towards
SDG 3 (Good Health and Well-Being) and SDG 8
(Decent Work and Economic Growth) in relation
to the BE, as stated by the OECD in 2020 [56, 58].
The level of stakeholder engagement at the inter-
section of the BE and SDGs differs depending on
the specific circumstances and geographical ar-
eas, indicating a range of various objectives and
interests [57, 58]. Key stakeholders are crucial in
promoting sustainable development goals within
the context of the BE. The stakeholders encom-
pass governments, intergovernmental organiza-
tions, non-governmental organizations, private
sector companies, research institutions, and lo-
cal communities. Governments have a vital role
in developing laws, regulations, and incentives to
support the advancement of sustainable ocean
management and BE projects [58]. Intergovern-
mental organizations, such as the United Nations,
and regional groups, such as the European Union,
promote international collaboration, enhance ca-
pabilities, and exchange knowledge regarding the
most effective methods in the BE [48, 58]. Non-
governmental organizations (NGOs) and civil so-
ciety groups support and promote environmental
conservation, social equity, and human rights as
part of the BE agenda [55, 59, 60]. Private sector
entities play a crucial role in driving innovation,
investment, and entrepreneurship in sectors such
as marine technology, renewable energy, and
sustainable tourism [61]. Research institutions
produce scientific information, carry out evalu-
ations, and offer technical support to facilitate
evidence-based decision-making in the develop-
ment of the BE [62]. Local communities, particu-
larly those who rely on marine resources for basic
sustenance, play a crucial role as stakeholders in
the management of coastal areas, the regulation
of fisheries, and the implementation of ecotour-
ism projects [63].

2.2. Academic and institutional definitions
of the Blue Economy

The BE comprises several economic activities as-
sociated with the water and coastal areas, such as
fisheries, aquaculture, tourism, shipping, renew-
able energy, and biotechnology. Although the BE
encompasses a wide range of activities, there is
currently no universally agreed-upon definition
for it. However, it is often recognized as a system
for advancing sustainable development by utiliz-
ing the economic opportunities of the oceans and
safeguarding their ecological health.

The BE is frequently described by academic
and institutional sources as having multiple di-
mensions, with a particular emphasis on the in-
terconnections between economic, social, and
environmental factors. The BE, as defined by the
World Bank, refers to the responsible utilization
of ocean resources to promote economic devel-
opment, enhance people’s well-being, and create
employment opportunities, all while safeguarding
the health of marine ecosystems [58, 64]. The Eu-
ropean Union’s BE Strategy aims to promote in-
novation, investment, and collaboration in crucial
sectors, such as marine biotechnology, offshore
energy, and maritime transport [65]. It is crucial
to comprehend the many conceptualizations of
the BE in academic study. The study [66] empha-
sizes the lack of clarity surrounding the term «BE,»
since it has frequently been used interchangeably
with related concepts, such as «ocean economy»
or «marine economy,» without precise definitions.
In addition, words such as ocean economy (OE),
marine economy (ME), and blue growth (BG) have
been used interchangeably in the literature [66].
The use of several terms in this context is a result
of the intricate and ever-changing nature of issues
related to the BE. Due to regional, sectoral, or dis-
ciplinary viewpoints, scholars and practitioners
may employ varying terminology, which adds to
the diversity of definitions and conceptualizations.
Although there are difficulties in defining terms,
scholarly studies on the BE are steadily growing,
focusing on topics such as governance, sustain-
ability, innovation, and economic development.
Researchers seek to enhance comprehension and
provide guidance for policy and practice in utiliz-
ing the economic capabilities of oceans while si-
multaneously protecting marine ecosystems and
promoting social fairness by analyzing various
conceptualizations and techniques.
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2.3. Regional trends and Bangladesh
economy

Within the specific circumstances of Bangladesh,
the BE possesses considerable capacity to stimu-
late economic expansion and alleviate poverty.
Due to its vast coastline, numerous marine re-
sources, and advantageous location in the Bay
of Bengal, Bangladesh is in a favorable position
to capitalize on the BE. The National Oceano-
graphic and Maritime Institute (NOAMI) of the
country plays a vital role in conducting research
and formulating policies regarding marine af-
fairs. Additionally, government initiatives such
as the Bangladesh Delta Plan 2100 and the BE
Cell are focused on fostering sustainable ocean
management and promoting maritime develop-
ment.

There is a shift occurring in the economic
environment of the Indo-Pacific area, with an
increased emphasis on the interconnection of
countries and the trade that takes place in the
maritime sector. The focus on BE initiatives has
been motivated by increasing apprehensions
regarding maritime security and the endeavor
for sustainable development. Regional organi-
zations fostering cooperation among member
states in the BE encompass the Asia-Pacific
Economic Cooperation (APEC) and the Indian
Ocean Rim Association (IORA) [67]. The United
Nations’ SDGs emphasize the need to use ma-
rine resources in a sustainable manner. This re-
flects the global consensus on the significance of
the BE in achieving socio-economic objectives.

Due to its extensive coastline and abundant
marine resources, Bangladesh is strategically
positioned to capitalize on the BE. The fishing
sector of the nation sustains the livelihoods of
millions of individuals and provides a substan-
tial economic impact. Bangladesh has exhib-
ited its dedication to sustainable utilization of
maritime resources through its investments in
renewable energy initiatives and offshore gas
development [26, 68]. Bangladesh’s marine eco-
systems face a danger to their sustainability due
to factors such as overfishing, pollution, and
climate change. These challenges also hinder
the country’s capacity to fully capitalize on the
potential benefits of the BE [69, 70]. To address
these challenges and promote sustainable de-
velopment in the maritime sector, collaborative
research and innovative solutions are necessary.

In order to effectively capitalize on the po-
tential of the BE, Bangladesh must actively en-
gage in global collaborative projects. Partici-
pation in conferences, such as IORA and APEC,
provides opportunities for collaboration with
regional and global partners. The study [26]
proposes that Bangladesh could enhance its ma-
rine commerce and attract foreign investments
for BE initiatives through the establishment of
trade agreements and knowledge-sharing plat-
forms. The study [71] suggests that Bangladesh’s
BE plan could be advantageous if it aligns with
China’s projected Belt and Road Initiative (BRI).
This program has the ability to create infra-
structure and improve connections in the ma-
rine sector.

Europe’s extensive technological expertise in
BE industries offers opportunities for collabo-
ration with Bangladesh. Collaborative research
projects, agreements to transfer technology, and
attempts to enhance skills can help facilitate the
sharing of knowledge and strengthen links be-
tween two parties. Moreover, European invest-
ment in Bangladesh’s BE infrastructure has the
potential to generate employment opportunities
and promote sustainable development [43]. The
European Union’s Blue Growth Strategy focuses
on fostering collaborations with third parties
and promoting sustainable growth in the marine
sector to achieve common objectives [72].

2.4. Analytical context in relation to the

SDG framework

The BE is strongly associated with the United
Nations SDGs, specifically Goal 14: Life Below
Water, which advocates for the preservation and
sustainable utilization of ocean resources. The
BE can help address poverty, food security, and
climate resilience by supporting sustainable
fisheries, coastal tourism, and marine renew-
able energy. This approach can advance multi-
ple SDGs at the same time. However, in order to
fully realize the potential of the BE, it is neces-
sary to adopt integrated and inclusive strategies
that give priority to environmental sustain-
ability, social equality, and economic viability.
The inherent contradictions between these two
discussions necessitate solutions that encom-
pass the advantages linked to the maritime
economy while acknowledging and tackling its
risks. Within the framework of the BE, the SDGs
established by the United Nations indicate that
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economic progress should be both inclusive and
environmentally friendly. They emphasize the
importance of achieving a harmonious balance
between the economic, social, and environmen-
tal aspects of sustainable development in rela-
tion to the oceans [58, 73]. The United Nations
has designated the period from 2021 to 2030 as
the ‘Decade of Ocean Science for Sustainable
Development’ with the aim of aiding endeav-
ors to halt the deterioration of ocean health
and unite ocean stakeholders globally under a
shared framework. The objective of this frame-
work is to ensure that ocean science can effec-
tively assist governments in establishing better
circumstances for the sustainable development
of the ocean. The World Bank places significant
importance on achieving a balance between the
three pillars of sustainable development in the
context of oceans, which is a crucial aspect of
the BE [58, 74]. The United Nations’ SDGs offer a
comprehensive framework for addressing global
concerns, including those related to the BE. The
expansion of the BE and the sustainable gov-
ernance of marine resources are two objectives
that are intricately linked to many SDGs. SDG 14,
known as “Life Below Water,” centers on the sus-
tainable utilization of seas, oceans, and marine
resources [75]. The text advocates for the imple-
mentation of measures to safeguard marine and
coastal ecosystems, halt marine pollution, and
ensure the sustainable management of fisher-
ies and aquaculture. The United Nations in 2015
identified several SDGs that have consequences
for the BE. One of the SDGs, specifically SDG 12,
focuses on sustainable consumption and pro-
duction [76]. This goal highlights the impor-
tance of reducing marine pollution, addressing
the impacts of climate change, and promoting
sustainable practices in the use of resources.
Implementation of the SDGs and BE strate-
gies can enhance policy coherence and facilitate
integrated approaches to promoting sustainable
development in Bangladesh. Bangladesh may
effectively track advancements, detect deficien-
cies, and prioritize measures to attain sustain-
able outcomes by incorporating SDG indica-
tors into national development strategies and
integrating BE objectives into relevant sectors
[77]. Incorporating individuals from many sec-
tors, such as the public, commercial, academic,
and civil society, into the implementation of the

SDGs, can foster a sense of ownership, coopera-
tion, and innovation. This, in turn, can enhance
the inclusivity and effectiveness of BE initia-
tives [8].

2.5. Comparative analysis of Blue Economy
strategies adopted by different countries

in the region

An examination of BE policies implemented by
several nations in the Indo-Pacific region dem-
onstrates a wide range of tactics, goals, and
results. Australia and New Zealand have made
sustainable fisheries management, marine con-
servation, and tourist development a top prior-
ity in their BE agendas [78]. These nations have
adopted fisheries management systems based
on quotas, created marine protected areas, and
encouraged sustainable tourism practices to
conserve marine ecosystems and assist coastal
populations. Countries such as Singapore and
South Korea have prioritized the development
of marine biotechnology, offshore aquaculture,
and renewable energy as major components of
their BE policies [79]. These nations have made
investments in research and innovation centers,
technology parks, and regulatory structures to
promote the expansion of BE sectors and im-
prove their international competitiveness in
developing markets. Small island developing
nations (SIDS) in the Pacific, such as Fiji and Sa-
moa, encounter distinctive obstacles and pros-
pects in the advancement of the BE. This is due
to their restricted resources, susceptibility to cli-
mate change, and reliance on marine resources
for sustenance [80]. These nations have given
priority to community-based resource manage-
ment, sustainable tourism, and renewable ener-
gy initiatives to encourage the development of
an inclusive and resilient BE. Additionally, they
are also tackling challenges related to poverty
reduction and social fairness (Table I).

3. Methodology
The approach used in this systematic literature
review consisted of a thorough search strategy
to discover pertinent academic papers, reports,
and publications related to the BE in the Indo-
Pacific Region. The search was conducted by us-
ing electronic databases such as PubMed, Sco-
pus, Web of Science, and Google Scholar. A mix
of keywords and Boolean operators was used to
achieve a comprehensive search [81]. The search
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Table 1

Comparative Analysis of Blue Economy Strategies Adopted by Different Countries in the Region

Country Blue Economy Strategy Key Initiatives

Australia BE Strategic Framework (BESF) focusing on — Investing in marine research and
sustainable marine industries, innovation, and technology development.
economic development. — Supporting aquaculture and sustainable

fisheries management.

Indonesia National Action Plan for the BE (NAPBE) — Strengthening marine conservation and
emphasizing sustainable fisheries, protected areas.
marine tourism, and coastal community — Promoting ecotourism and sustainable
empowerment. coastal development.

Japan Blue Growth Strategy promoting offshore — Expanding offshore wind farms and
renewable energy, marine biotechnology, and promoting ocean energy technologies.
sustainable fisheries. — Enhancing aquaculture production and

seafood processing.

Philippines Philippine Development Plan (PDP) — Establishing marine protected areas and
prioritizing marine biodiversity conservation, sustainable fishing zones.
coastal resilience, and inclusive growth in — Supporting small-scale fisherfolk
coastal communities. livelihood programs.

Thailand Thailand 4.0 strategy integrating digital — Implementing digital monitoring systems

innovation and sustainable development,
including smart fisheries management and

marine resource conservation

for fisheries management.
Promoting sustainable aquaculture
practices

Source: Developed by the authors based on various national government reports and documents on BE strategies

and initiatives.

was refined by using key phrases such as “Blue
Economy,” “Indo-Pacific,” “maritime economy,”
“ocean resources,” “sustainable development,”
and “international business” in different combi-
nations. By continuously improving the search
strategy via preliminary searches and expert
input, we were able to optimize it to include
relevant material. The articles were chosen ac-
cording to predetermined criteria for inclusion.
These criteria included that the articles had to
be published in peer-reviewed journals, confer-
ence proceedings, or respected institutional re-
ports. Furthermore, the articles had to particu-
larly address subjects linked to the BE within the
Indo-Pacific Region. In addition, papers should
include pertinent analysis on the trajectory of
development, key players, legislative frame-
works, technical breakthroughs, trends in trade
and investment, as well as the obstacles and
possibilities for expanding international compa-
nies. The exclusion criteria were used to exclude
publications that were not written in English,
those that were not directly related to the BE or
the topic of the review, duplicates, or those that
did not provide enough information for data ex-

traction. The screening and selection procedure
included an initial evaluation based on titles and
abstracts to ascertain the relevance of the study
to the subject and inclusion criteria. Afterwards,
complete publications containing possibly rel-
evant information were obtained and analyzed
separately by two researchers to determine
their ultimate inclusion in the review. Any in-
consistencies were addressed by discussion and
agreement among the researchers. The process
of data extraction was carried out in a methodi-
cal manner, using a pre-established data extrac-
tion form to collect essential information from
the chosen studies. This information included
details such as the author(s), publication year,
study technique, principal results, and their rel-
evance to the research aims. Thematic synthesis
was used to analyze the literature on the growth
trajectory, stakeholders, policy frameworks,
technological advancements, trade and invest-
ment trends, challenges, and opportunities for
international business expansion in the Indo-
Pacific BE [82]. This analysis aimed to identify
patterns, trends, and gaps in the research. The
chosen studies were evaluated for quality us-
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ing established criteria that are applicable to
their individual methodologiea. This evaluation
took into account elements such as the rigor of
the methods used, the theoretical framework
used, the sources of data, and the transparency
of the conclusions. Rigorous studies were ac-
corded more significance in the analysis of find-
ings, whereas research of poorer quality was ap-
proached with caution or disregarded if it was
judged methodologically flawed. The synthe-
sized data were thematically evaluated to find
prominent themes, patterns, and trends within
the literature [83]. The findings were analyzed
within the framework of the study goals, with
an emphasis on comprehending the existing
information, pinpointing deficiencies and con-
straints, and producing valuable insights for fu-
ture research, policy formulation, and practical
applications. The results of the systematic lit-
erature review were presented in a well-organ-
ized narrative framework, focusing on important
themes and subtopics related to the study goals.
This was done to make it easier for stakeholders,
policymakers, researchers, and practitioners to
comprehend and use the findings.

4. Findings and discussion

The systematic literature review yielded valua-
ble insights into various aspects of the BE in the
Indo-Pacific region, encompassing its growth
trajectory, key stakeholders, policy frameworks,
technological advancements, trade and invest-
ment trends, as well as challenges and opportu-
nities for international business expansion.

4.1. Growth trajectory

The rise of BE sectors in the Indo-Pacific Region
from 2000 to 2020 demonstrates a significant
and consistent increase in major sectors, such
as fisheries, aquaculture, marine transport, and
tourism. The growing trend highlights the re-
gion’s substantial role in contributing signifi-
cantly to the worldwide development of the BE.
During the span of twenty years, the fisheries
and aquaculture industries saw significant de-
velopment rates, consistently enhancing their
contributions to the area economy. Starting
with small proportions in 2000, both the fisher-
ies and aquaculture industries have consistently
grown, with fisheries increasing from 5% to 25%
and aquaculture from 8% to 28% by 2020 [84].
The significant expansion may be attributed to

causes such as technical progress, rising de-
mand for seafood products, and favorable regu-
latory frameworks that encourage sustainable
resource management and the development of
aquaculture. The Indo-Pacific region’s strategic
geographic position and function as a significant
center for global business have made maritime
transit a crucial catalyst for the creation of the
BE. The region’s significance in enabling inter-
national commerce and connection is shown by
the steady increase in marine transport, which
has grown from 6% in 2000 to 26% in 2020 [85].
The region’s role as a significant participant in
global marine commerce networks has been
strengthened by investments in port infrastruc-
ture, shipping logistics, and maritime security.
Furthermore, tourism saw steady growth dur-
ing the given time frame, propelled by enhanced
infrastructure, promotional campaigns, and in-
creasing disposable incomes. The region’s many
natural landmarks, cultural heritage sites, and
welcoming amenities have enticed an increasing
number of local and global visitors, hence fos-
tering the growth of coastal villages and indus-
tries. Overall, the results emphasize the growing
importance of the Indo-Pacific region in driving
the growth of the BE on a worldwide scale. The
continuous expansion in fisheries, aquaculture,
marine transport, and tourism highlights the
region’s capacity to stimulate economic growth,
promote social progress, and ensure environ-
mental sustainability by making smart invest-
ments and engaging in cooperative efforts in BE
sectors.

4.2. Key stakeholders and involvement

The key parties engaged in BE projects in the
Indo-Pacific region include governments, cor-
porations, universities, civil society groups, and
international development agencies. Tirumala
and Tiwari (2022) state that governments have
a crucial responsibility in creating policies, leg-
islation, and investment incentives to foster the
growth and sustainability of the BE. Several na-
tions in the area have created specialized BE
ministries or task forces to facilitate coordi-
nation between different agencies and ensure
policy consistency across various sectors [87].
Businesses have a crucial role in promoting in-
novation, investment, and market growth in BE
industries. Businesses, ranging from individual
fishers to large multinational organizations,
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have a vital role in extracting resources, inte-
grating them into the value chain, and gaining
access to markets [88]. In the BE, sustainable
company practices such as eco-certification, fair
trade, and corporate social responsibility are
becoming more and more important in order
to stay competitive in the market and gain the
trust of investors [89]. Academia and research
institutions support BE projects by conducting
scientific research, developing technology, and
providing capacity-building activities [86]. Col-
laborative research initiatives, information shar-
ing platforms, and training programs facilitate
the connection between scientific knowledge
gathering and policy implementation, promot-
ing evidence-based decision-making and in-
novation in BE sectors. Civil society groups are
essential in campaigning for environmental
protection, social fairness, and community em-
powerment in BE efforts [90]. NGOs, CBOs, and
indigenous peoples’ groups often function as
monitors, alerting others to the environmental
and social consequences of BE operations and
promoting sustainable management practices
and legislative changes. Upadhyay and Mishra
(2020) state that international development
agencies, multilateral organizations, and donor
agencies provide monetary and technical aid
to endorse BE projects and capacity-building
programs in the Indo-Pacific region. These or-
ganizations use their knowledge, networks, and
resources to fill gaps in governance, enhance in-
stitutional capacity, and encourage the exchange
of information and collaboration across coun-
tries in the development of the BE (Table 2).

4.3. Policy frameworks

An examination of the policy frameworks that
promote the growth of the BE in the Indo-Pacif-
ic region has revealed a wide range of strategies
designed to encourage economic diversification,
innovation, and the creation of employment op-
portunities. The identified policy areas include
integrated ocean management, blue growth
initiatives, maritime security and governance,
and climate change adaptation and resilience
[55]. Integrated ocean management efforts seek
to achieve a harmonious equilibrium between
the many demands placed on marine resources,
with the goal of reducing disputes and foster-
ing sustainable development. These methods
often need cooperation across several sectors

and collaboration with stakeholders to enable
the efficient management and preservation of
maritime ecosystems while also supporting eco-
nomic activity. Blue growth strategies aim to fa-
cilitate the sustainable expansion of BE sectors
by implementing specific regulations, making
strategic investments, and fostering collabora-
tions. These techniques seek to maximize the
commercial value of marine resources while en-
suring environmental preservation and promot-
ing social inclusiveness. Blue growth initiatives
aim to stimulate economic success and job crea-
tion in coastal towns by promoting innovation,
entrepreneurship, and the development of value
chains. Marine security and governance policies
are essential for guaranteeing the safety, secu-
rity, and long-term viability of marine opera-
tions in the area. Efforts to improve knowledge
of marine areas, bolster law enforcement powers,
and encourage collaboration among neighboring
countries are crucial in the fight against unlaw-
ful activities including piracy, illicit fishing, and
maritime pollution. These measures also sup-
port the growth of maritime commerce, trans-
portation, and connectivity. Climate change
adaptation and resilience policies aim to in-
clude climate factors into BE development plans,
fostering ecological resilience and community
livelihoods in response to climate-related risks
and vulnerabilities [91]. These policies have the
objective of developing the ability to adjust, im-
proving readiness for disasters, and encouraging
sustainable ways for managing resources in or-
der to reduce the effects of climate change on BE
sectors and coastal communities (Table 3). How-
ever, the investigation also identified difficulties
with the consistency of policies, the alignment
of regulations, and the absence of effective gov-
ernance, highlighting the need for more coordi-
nation and cooperation among all involved. To
tackle these problems, it is necessary to coordi-
nate policy goals, simplify regulatory structures,
and enhance institutional capabilities in order
to promote sustainable and equitable growth of
the BE in the Indo-Pacific region.
4.4. Advancements in Blue Technology
Technological innovations play an influen-
tial role in driving the expansion of the BE in
the Indo-Pacific region. They enable more ef-
fective extraction of resources, integration of
value chains, and access to markets. Remote
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Table 2
Key stakeholders and their involvement in Blue Economy initiatives
Stakeholder Role
Governments Formulate policies, regulations, and investment incentives. Coordinate inter-
agency efforts.
Businesses Drive innovation, investment, and market development. Implement sustainable
business practices.
Academia Conduct scientific research, technology development, and capacity-building

activities.

Civil Society Orgs

Advocate for environmental conservation, social equity,and community

empowerment. Raise awareness and promote sustainable management practices.

International
Agencies

Provide financial and technical assistance. Support capacity-building initiatives.
Facilitate knowledge sharing and South-South cooperation

Source: Developed by the authors.

Table 3

Policy Frameworks Supporting Blue Economy Development in the Indo-Pacific Region

Policy Framework

Description

Integrated Ocean
Management

Blue Growth Strategies

Balances competing uses of marine resources. Minimizes conflicts.
Promotes sustainable development.

Promotes economic diversification, innovation, and job creation in

BE sectors. Involves public-private partnerships and stakeholder

consultations.

Maritime Security and
Governance
challenges.

Climate Change
Adaptation and Resilience

Enhances maritime domain awareness. Strengthens law enforcement
capabilities. Fosters regional cooperation to address maritime security

Integrates climate considerations into BE development. Promotes
ecosystem resilience and community livelihoods

Source: Developed by the authors.

sensing technologies, such as satellite imag-
ing and aerial drones, allow for the continuous
monitoring of maritime conditions, improving
fisheries management methods, and aiding in
the development of sustainable aquaculture op-
erations [92]. Autonomous underwater vehicles
(AUVs) provide accurate data gathering and in-
vestigation of marine ecosystems, making sig-
nificant contributions to scientific study, min-
eral exploitation, and offshore infrastructure
inspection [93]. The development of renewable
energy technologies, such as offshore wind tur-
bines and wave energy converters, has favora-
ble prospects for the generation of clean energy
and the reduction of carbon emissions in marine
transport and coastal infrastructure. Moreover,
advancements in marine biotechnology, such
as genetic manipulation and the exploration of

marine resources, allow for the use of marine
creatures in the development of medications,
biomaterials, and bioremediation techniques
[94]. Nevertheless, despite these favorable cir-
cumstances, concerns have been raised regard-
ing the ecological consequences of technological
implementation, the sufficiency of regulatory
structures to oversee developing technologies,
and fair access to technology among various
stakeholders [95]. To tackle these challenges,
a comprehensive strategy is needed that com-
bines environmental sustainability, regulatory
supervision, and inclusive innovation initiatives.
Responsible technology deployment involves
evaluating and reducing any environmental
hazards linked to new technologies integrating
sustainability and precautionary principles into
the processes of technology development and
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deployment. Enhancing regulatory frameworks
entails revising current laws and regulations to
tackle new challenges brought about by techno-
logical progress (Table 4). Meanwhile, ensuring
fair access to technology involves advocating for
the transfer of technology, fostering the devel-
opment of skills and knowledge, and facilitat-
ing the sharing of information among various
groups, especially in developing nations and
marginalized communities.

Table 4

4.5. Trade and investment trends

International trade and investment in BE sec-
tors were observed to be on the rise in the
Indo-Pacific, driven by growing demand for
sustainable products and services, techno-
logical innovation, and regional cooperation
(Table 5). Fisheries and aquaculture products,
renewable energy projects, and marine bio-
technology innovations were identified as key
areas of investment and market growth [96].

Technological advancements impacting Blue Economy growth in the Indo-Pacific Region

Technological Advancements

Description

Remote sensing technologies

Enable real-time tracking of fishing vessels. Detection of illegal fishing

activities. Assessment of marine habitats.

Autonomous underwater vehicles

Advance scientific research, mineral exploration, and offshore

infrastructure inspection.

Renewable energy technologies

Make renewable energy production more cost-effective and scalable.

Contribute to energy security and environmental sustainability.

Marine biotechnology innovations

Accelerate discovery and commercialization of novel compounds and

genetic resources from marine organisms

Source: Developed by the authors.

Table 5

Trade and investment trends in Blue Economy sectors in the Indo-Pacific

Sector

Key Trends and Drivers

Challenges and Impediments

Fisheries and

aquaculture products

- Technological innovation and value chain

integration

- Regional cooperation and trade agreements

Renewable energy

projects decarbonization

- Investment in offshore wind, wave, and

tidal energy

- Potential for job creation and economic

development

Marine biotechnology
pharmaceuticals

Innovations
bioremediation

- Partnerships between academia, industry,

and government

- Growing demand for sustainable seafood

- Shift towards clean energy sources and

- Exploration of marine genetic resources for

- Development of biomaterials, biofuels, and

- Market access barriers

- Overfishing and resource
depletion

- Environmental degradation and
habitat loss

- Policy and regulatory uncertainties

- Lack of infrastructure and
financing

- Social acceptance and community
engagement

- Intellectual property rights and
bioprospecting regulations

- Ethical and cultural considerations

- Access to funding and research
infrastructure

Source: Developed by the authors.
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However, challenges such as market access
barriers, socio-economic disparities, and gov-
ernance issues were identified as potential
impediments to realizing the full economic
potential of BE sectors in the region [97].

4.6. Challenges and opportunities

The analysis identified a range of difficulties
and possibilities for expanding international
business in the Indo-Pacific BE. The primary
difficulties that need to be addressed are the
deterioration of the environment and the ef-
fects of climate change [58]. These challenges
pose a significant danger to the long-term
viability of marine ecosystems and the liveli-
hoods that rely on them. To tackle these dif-

ficulties, it is necessary to make collabora-
tive efforts in reducing pollution, overfishing,
habitat loss, and other human-caused pres-
sures. Additionally, it is important to adopt
policies that help us adapt to the impacts of
climate change, including rising sea levels
and ocean acidification. Socio-economic in-
equalities provide a notable obstacle since
disadvantaged areas often experience the ad-
verse consequences of BE activities. Promot-
ing fair and equal access to resources, oppor-
tunities, and rewards is crucial for building
social inclusion and diminishing inequality.
Furthermore, deficiencies in governance, such
as insufficient enforcement of regulations,

Table 6

Challenges and opportunities for international business expansion in the Indo-Pacific Blue Economy

Aspect

Challenges

Opportunities

Regulatory
environment

Access to finance

Infrastructure
development

Technology and
innovation

Market access and
trade

Environmental
sustainability

Human capital
development

Stakeholder
engagement

Complex and inconsistent regulations
across countries may hinder international
business operations.

Limited access to financing, especially
for small and medium-sized enterprises
(SMEs), may constrain business expansion.

Inadequate infrastructure, such as ports,
transportation networks, and energy
facilities, may impede business growth.

Limited adoption of advanced
technologies and innovation may hinder
competitiveness and efficiency.

Trade barriers, tariffs, and non-tariff
measures may restrict market access and
hinder international trade.

Environmental degradation and resource
depletion pose risks to long-term business
viability and reputation.

Skills gaps and workforce shortages in
specialized areas may limit business
growth and innovation.

Limited collaboration and coordination
among stakeholders may hinder collective
action and project implementation

Harmonization of regulations and
standards could facilitate cross-border
trade and investment in BE sectors.

Increased availability of investment
opportunities, venture capital, and financial
support for BE projects and startups.

Investments in infrastructure development
could enhance connectivity and
accessibility to BE resources and markets.

Embracing technology and innovation
can lead to increased productivity, cost
savings, and new market opportunities in
BE sectors.

Bilateral and multilateral trade
agreements, as well as regional economic
integration, can facilitate market access
and promote trade in BE products and
services.

Adoption of sustainable practices, eco-
certifications, and corporate social
responsibility (CSR) initiatives can enhance
competitiveness and brand value.

Investments in education, training, and
capacity-building programs can develop a
skilled workforce equipped to address the
evolving needs of the BE.

Engaging with diverse stakeholders,
including governments, communities, and
NGOs, can foster partnerships, knowledge
sharing, and social acceptance for BE
initiatives

Source: Developed by the authors.
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corruption, and insufficient institutional ca-
pacity, provide challenges to the efficient ad-
ministration of the BE and the achievement
of sustainable development [59]. Neverthe-
less, within these difficulties are prospects for
global corporate expansion and enduring de-
velopment. Technological innovation, such as
advancements in remote sensing, renewable
energy, and marine biotechnology, creates op-
portunities for using resources, creating value,
and developing new markets. Utilizing these
advancements may improve productivity, ef-
fectiveness, and environmental friendliness
in several areas of the BE. The rise in market
demand for sustainable goods and services of-
fers an additional opportunity for worldwide
company development. Regional collabora-
tion and agreements provide prospects for
consolidating resources, exchanging expertise,
and synchronizing endeavors to tackle mutual
obstacles and use shared prospects. Further-
more, by implementing inclusive business
models that prioritize environmental stew-
ardship, social responsibility, and community
engagement, businesses can generate shared
value for themselves, communities, and eco-
systems. By incorporating sustainability prin-
ciples into their strategies and operations,
multinational corporations can contribute to
the achievement of sustainable and inclusive
BE development in the Indo-Pacific region
(Table 6).

5. Conclusion
The comprehensive analysis of the BE in the
Indo-Pacific area uncovers a dynamic envi-
ronment marked by many difficulties and pos-
sibilities. By examining important data, some
noteworthy discoveries have surfaced. The re-
gion’s potential for economic development is

highlighted by the growth trajectory of BE in-
dustries such as fisheries, aquaculture, marine
transport, and tourism. Nevertheless, this ex-
pansion is not devoid of intricacies, as shown
by the many obstacles that have been found.
The participation of many stakeholders, such
as national governments, international or-
ganizations, NGOs, and the corporate sector,
emphasizes the cooperative endeavors being
carried out to advance sustainable BE projects.
Policy frameworks are essential for steering
these efforts, focusing on ensuring consisten-
cy in regulations, promoting the development
of infrastructure, and involving stakeholders.
Technological innovations play a pivotal role
in driving the expansion of the BE by provid-
ing creative solutions for managing resources,
improving operational efficiency, and accessing
markets. Remote sensing technology, autono-
mous underwater vehicles, and artificial intelli-
gence are important advancements that are in-
fluencing the future of maritime sectors in the
area. Although there has been progress, there
are still notable obstacles to overcome, such
as legislative impediments, limited financial
availability, and concerns over environmental
sustainability. To overcome these problems, it
is necessary to maintain ongoing cooperation,
investment, and innovation in order to fully
exploit the potential of the BE and ensure its
sustainability in the long run. Ultimately, the
Indo-Pacific region is now at a crucial point in
its progress towards a sustainable and inclu-
sive BE, where it has the potential to effectively
use its marine resources for development. By
using the refined knowledge and frameworks
outlined in this comprehensive analysis, those
involved may effectively traverse the intrica-
cies of the BE and plan a path towards a more
successful and resilient future.
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in this study include a comprehensive review of relevant literature, policy documents, and curriculum
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OPUTUHANBHAA CTATbA

CpaBHUTENbHDbIM aHaNU3 NOMIUMTUKU pa3paboOTKK
y4yebHbix nporpamm STEM pnsa passutua cTpaHbl:
Ha npumMmepe TaiBaHA U TaunaHaa

M. Jixakappa,
TexHonorMyeckunii yHuBepcuTeT Koponst MoHrkyTa B ToHOypu, baHrkok, Taunanz

AHHOTAUMA

Llenbto 4aHHOrO CPaBHUTENBHOMO UCCIEA0BAHMS SBNSIETCS aHANN3 NOAUTUKM pa3paboTku yuebHbix nporpamm STEM
(ecTecTBeHHble HayKu, TEXHOMOTUS, HXEHEPUS M MaTeMaTuka) B TarBaHe v TaunaHae, yoenss ocoboe BHUMaHMe Mx
MOTEHLMANbHOMY BIMSIHUIO HA HALMOHANbHOE pa3BuTHe. B uccienoBaHmnm paccMaTpMBakOTCS TpU KtoUeBble 061acTu:
1) nonutnka passmtua STEM-06pa3oBaHus; 2) CTpyKTypa y4ebHbIX NporpamMMm; 3) NOBbILLEHWE KBANU(UKALMM YUUTENEN.
MeTo[ibl, UCMONb30BaHHbIE B 3TOM UCCIEL0BAHMU, BK/OYAKOT BCECTOPOHHUI 0630p COOTBETCTBYIOLLLEN IMTEPaTYpbl,
NONUTUYECKMX U AUPEKTUBHBIX JOKYMEHTOB M y4ebHbIX nporpamm TanBaHa n Tannanaa. CpaBHUTENbHbIN aHanu3
HanpaB/EH Ha BbISIB/IEHWE CXOACTBA, PAa3/IMUMIA M NEPeLOBOro OMbiTa B MOIMTUKE U CTpaTerusix peanmsauumn STEM-
06pa3oBaHums. Pe3ynbTaTbl MOKA3bIBALOT, YTO Kak TalBaHb, Tak M Taunan NpM3HakoT BXXHOCTb STEM-06pa3oBaHus ans
CTUMYNMPOBAHUS MHHOBALIMIA M 3KOHOMMYeCKoro pocTa. OnHako TariBaHb AEMOHCTPUPYET 6o1ee KOMMAEKCHYO MOUTUKY
STEM u 6onee TBepLytO0 NPUBEPXKEHHOCTb Pa3BUTUIO KBANMPULUMPOBAHHOM pabouert cunbl. B yuebHbIx nporpamMmax
TarBaHs ocoboe BHMMaHWe yaensieTcs npakTMyeckomy 0byyeHmt0, 0CHOBaHHOMY Ha MPOEKTaX, MEXANUCLMMIMHAPHOWM
WHTErpaLym, U BHEAPEHWUIO COBPEMEHHbIX TEXHOMIOMMMI, YTO CMOCOBCTBYET Pa3BUTUIO KPUTUHECKOTO MbILLIEHUS, Ha-
BbIKOB peLueHns Nnpobnem 1 coBMeCTHoM paboTbl CTyAeHTOB. B otnune ot 31oro, TaunaHa, HaxoaMTCS Ha HaYanbHbIX
3Tanax paspaboTku npaesun STEM u npueeneHus yuebHbIX NporpamMM B COOTBETCTBME C MOTPEOHOCTSAMM SKOHOMUKM.
Pa3BuBatoLLasca cuctema yuebHbix nporpaMm B TannaHae 6yaer cnocobCTBOBaTb pa3BUTMIO TBOPUYECKOrO NOAX0A3,
KPUTUYECKOrO MbILLEHUS M NPaKTUYeCKnx cnocobHocTen peleHuns npobnem. YTo KacaeTcs NoBbILWEHUS KBanndu-
KaLmu yuuTenei, Ha TanBaHe CyLLeCTBYET HaNlaXKeHHasi CUCTEMA HeMnpepbIBHOrO 0ByYeHMs 1 COTPYLHUYECTBA MEXAY
MPOMBILNEHHOCTbIO U LWIKONOW. B Taunanae AaHHbIV MPOLEeCc HAXOAMTCS B CTaAMM CO34aHUS aHANIOTMYHBIX MPOrpamM.
KnioueBoit BbIBOA, 1aHOMO MCCNEA0BAHMS 3aK/HOHAETCS B TOM, YTO XOPOLLO pa3BuTast nonmMtuka STEM-obpa3oBaHus
Ha TalBaHe, B KOTOPOM OCHOBHOE BHUMaHMWE yOenseTcs pa3paboTke y4ebHbIX NporpamMmm 1 npodeccnoHabHoMy
Pa3BUTUIO yUMTENEN, AEMOHCTPUPYET B0Mee LeNoCTHbIM NoAXOA, K NpoasukeHuto STEM-06pa3oBaHus Mo CpaBHEHMIO
¢ TaunaHooM. HecMoTpst Ha HaYanbHYHO CTaaMIO BHeLpeHUs B Taunanae, CTpaHa AEMOHCTPUPYET Nporpecc B corma-
COBaHMKM cBoen NoanTukn STEM-06pa3oBaHms C HALMOHANBHBIMK LeNSIMM Pa3BUTUS. Pe3ynbTaTbl MOKa3bIBAIOT, YTO
KOMIMIEKCHBIV U MHTErPUPOBaHHbIN nopxos K STEM-06pa3oBaHmio, BKIKYAKOLWMIA pa3paboTKy NOAUTUKK, CO34aHNE
y4ebHbIX NpOrpaMMm U NoBbILWEHME KBanMbUKaLMM NpenoaaBaTenen, MMeeT peLuatoLLee 3HaveHue ans 3hdeKkTMBHOro
COLENCTBMS SIKOHOMMYECKOMY POCTY M MHHOBALMAM Kak Ha TaiBaHe, Tak 1 B TaunaHze.

Kniouesvie cnoea: STEM; Hayka; TEXHONOMMK; MHXXEHEPUS; MaTEMATMKA; 06pa3oBaHue; NOAUTUKA Pa3BUTUA
obpa3oBaHms; TariBaHb; TannaHa; CpaBHUTENbHbIMA aHANM3

Ans uumupoeanus: Lhakard P. A comparative analysis of STEM Design curriculum policy for country development:
A case study of Taiwan and Thailand. Review of Business and Economics Studies. 2024;12(2):74-87. DOI:
10.26794/2308-944X-2024-12-2-74-87

1. Introduction
The rapid advancement of science and technology
in the 21st century has made science, technology,
engineering, and mathematics (STEM) educa-
tion a crucial component of educational policies
worldwide. Countries are increasingly recognizing
the importance of fostering a skilled workforce in
science, technology, engineering, and mathemat-
ics to drive innovation, economic growth, and
global competitiveness. This comparative analysis
examines the STEM design curriculum policies of

Taiwan and Thailand, two Asian countries with
contrasting experiences in STEM education im-
plementation, to provide valuable insights into
effective strategies and challenges faced in pro-
moting STEM education.

Taiwan has consistently demonstrated its prow-
ess in STEM fields, ranking among the top per-
formers in international assessments such as the
Programme for International Student Assessment
(PISA) and the Trends in International Mathemat-
ics and Science Study (TIMSS) [1]. This success can
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be attributed to Taiwan’s comprehensive STEM
curriculum policy, which emphasizes a holistic,
interdisciplinary approach that seamlessly in-
tegrates science, technology, engineering, and
mathematics through hands-on, project-based
learning [2, 3]. By prioritizing the development of
critical thinking, problem-solving, and collabora-
tion skills, Taiwan’s policy aims to equip students
with the necessary competencies to thrive in a
rapidly evolving technological landscape. Moreo-
ver, Taiwan’s strong commitment to continuous
teacher professional development ensures the
effective implementation of its STEM curriculum,
further contributing to its success [4, 5].

In contrast, Thailand has encountered signifi-
cant challenges in implementing STEM educa-
tion policies, despite recognizing its importance
for driving innovation and economic growth.
Thailand’s diverse educational landscape and
resource limitations have hindered progress in
STEM education [6, 7]. While Thailand’s STEM
curriculum policy focuses on integrating STEM
subjects into the existing curriculum, with an
emphasis on practical applications and real-world
problem-solving [8, 9], the lack of adequate fund-
ing and the need for extensive teacher training
have impeded the full realization of these policy
goals [10, 11]. Consequently, the implementation
of STEM education in Thailand has been uneven,
with disparities observed across different regions
and socio-economic backgrounds [12, 13].

Despite the contrasting experiences of Taiwan
and Thailand in STEM education, both countries
share fundamental similarities in their recognition
of the importance of integrating STEM subjects
and promoting hands-on, project-based learning.
However, there are notable differences in their
policy approaches that merit further examination.
Taiwan’s policy strongly emphasizes interdiscipli-
nary collaboration and the integration of STEM
throughout the entire curriculum, reflecting a
holistic and systemic approach to STEM educa-
tion [5, 14]. In contrast, Thailand’s policy focuses
on integrating STEM into the existing curriculum,
allowing for more flexibility in implementation but
potentially limiting the depth of integration [15,
16]. These differences in policy approaches high-
light the importance of considering the unique
socio-economic, cultural, and educational contexts
of each country when designing and implement-
ing STEM education policies.

This comparative analysis aims to provide a
nuanced understanding of the similarities and
differences between Taiwan and Thailand’s STEM
education policies by examining the socio-eco-
nomic effects, normative legal acts, and specific
examples of STEM program applications in vari-
ous educational contexts. By employing a mixed-
methods approach that combines quantitative
and qualitative data analysis, this study offers a
comprehensive assessment of the strengths and
weaknesses of each country’s approach to STEM
education. The findings of this study contribute
to the growing body of literature on STEM edu-
cation policies and provide valuable insights for
policymakers, educators, and researchers seeking
to enhance STEM education in their respective
contexts.

As the global demand for STEM professionals
continues to grow, investing in effective STEM
education policies has become a critical impera-
tive for countries seeking to maintain their com-
petitive edge in the knowledge-based economy.
By learning from the experiences of Taiwan and
Thailand, policymakers and educators can develop
evidence-based strategies to address the chal-
lenges and leverage the opportunities presented by
STEM education. Ultimately, the success of STEM
education policies will depend on the ability of
countries to adapt and tailor their approaches to
their specific contexts while fostering a culture
of innovation, creativity, and lifelong learning.

2. Methodology

This study employs a qualitative research ap-
proach, specifically document analysis, to exam-
ine the STEM educational development policies
in Taiwan and Thailand. The researchers care-
fully selected key policy documents, including
government reports, educational guidelines, and
curriculum frameworks, for analysis. These doc-
uments were chosen based on their relevance
and significance in shaping the STEM education
landscape in both countries.

3. Literature review
STEM education plays a crucial role in shaping a
country’s development by fostering innovation,
critical thinking, and problem-solving skills
among students. This literature review exam-
ines the policies and curriculum design strate-
gies adopted by Taiwan and Thailand to promote
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STEM education and their impact on national
development. This review aims to analyze their
work, compare their ideas, and explore the fac-
tors contributing to the success of their policies
[17-19]. Table 1 demonstrates definitions of
STEM used by various organizations.

The policy framework in Taiwan focuses on
enhancing teacher training programs, increasing
collaboration between schools and industries, and
promoting project-based learning. These initia-
tives have led to a significant increase in student
engagement and achievement in STEM subjects.
Furthermore, the government’s commitment to
funding research and development in STEM fields
has contributed to Taiwan’s position as a global
leader in technology and innovation. In terms of
design STEM curriculum, Taiwan highlighted the
significance of incorporating design thinking and
creativity into STEM education. By integrating
design elements into the curriculum, students are
encouraged to think critically, solve problems, and
develop innovative solutions [5]. This approach
has been widely adopted in Taiwan, leading to
the cultivation of a new generation of students
who possess both technical and creative skills
[5]. The integration of design curriculum policies
has contributed to the development of Taiwan’s
design industry and its reputation as a hub for
innovation [5].

Yamkasikorn (2021) [22] examined the STEM
education policies in Thailand and their impact
on the country’s development and emphasized the

Table 1
Definitions of STEM from various organizations

need for a comprehensive approach that includes
teacher training, curriculum reform, and public-
private partnerships to promote STEM education.
His research revealed that the Thai government’s
investment in STEM education has led to an in-
crease in student enrollment in STEM-related
fields and an improved quality of education in
science and technology [22]. The integration of
design curriculum policies in Thailand’s STEM
education highlighted the importance of design
thinking, problem-solving, and creativity in nur-
turing students’ innovation skills [22]. By incor-
porating design curriculum policies, Thailand
aims to develop a workforce capable of driving
the country’s creative industries and enhanc-
ing its global competitiveness. The integration
of design thinking in STEM education has also
resulted in improved student engagement and
motivation [22].

3.1. Curriculum Framework
In Taiwan, the curriculum framework for STEM
education has been a subject of significant re-
search and development. Ku and Lin [1] con-
ducted a study on the status and trends of STEM
education in Taiwan, highlighting the impor-
tance of integrating science, technology, engi-
neering, and mathematics into the curriculum.
They emphasized the efforts of the Technologi-
cal and Vocational Education Research Center
and the K-12 Education Administration in pro-
moting STEM education in Taiwan. Additionally,

Organization

Definition

National Science Foundation (NSF)

U.S. Department of Education (USDoE)

The National Academy of Sciences (NAS)

The National Science Teachers Association (NSTA)

The National Aeronautics and Space Administration (NASA)

Science, Technology, Engineering, Mathematics

Focus on Science, Technology, Engineering, and
Mathematics

Emphasis on Science, Technology, Engineering,
and Mathematics

Incorporates Science, Technology, Engineering,
and Mathematics

Intersection of Science, Technology,
Engineering, and Mathematics

Sources: Compiled by the author based on USDoE (The U.S. Department of Education (USDoE). Science, Technology, Engineer-
ing, and Math, including Computer Science [Internet]. Washington, DC: USDoE; 2023. URL: https://www.ed.gov/stem), NAS (Na-
tional Academy of Sciences. Integration in K-12 STEM Education in the United States: A Discussion. Washington, DC: National
Academies Press; 2023. URL: https://www.nae.edu/113355/Integration-in-K12-STEM-Education-in-the-United-States-A-Dis-

cussion), [10, 20, 21].
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Fan, Yu, and Lin [18] proposed a framework for
implementing an engineering-focused STEM
curriculum, which serves as a valuable reference
for technology and engineering educators in de-
signing and implementing engineering-oriented
STEM curricula. This framework has played a
crucial role in guiding the development of STEM
education in Taiwan, especially concerning en-
gineering-focused curricula [18].

In Thailand, the curriculum framework for
STEM education has also received significant at-
tention. The Ministry of Education in Thailand
has placed a strong emphasis on STEM education
to prepare students for the demands of the 21st
century [6]. Sutaphan and Yuenyong [8] conduct-
ed research on the development of the Thailand
STEM education framework, highlighting the in-
tegration of science, technology, engineering, and
mathematics in the curriculum. They emphasized
the importance of inquiry-based learning and the
development of critical thinking skills in STEM
education. Furthermore, Suriyabutr and Williams
[3] discussed the challenges and opportunities
of implementing STEM education in Thailand,
emphasizing the need for collaboration between
schools, universities, and industries to create an
effective STEM curriculum. These scholars have
contributed to the development and implementa-
tion of STEM education in Thailand, focusing on
inquiry-based learning and collaboration within
the education system and with external stake-
holders.

3.2. Teacher professional development
In Taiwan, there has been a significant emphasis
on in-service teacher professional development
in STEM education. The government has ac-
tively promoted the integration of science, tech-
nology, engineering, and mathematics in the
curriculum, leading to a demand for proficient
STEM teachers [23]. To address this need, inte-
grated STEM teacher professional development
programs have been developed to equip educa-
tors with the necessary knowledge and skills
[23]. These programs aim to enhance teachers’
understanding of STEM concepts, pedagogical
approaches, and assessment strategies, thereby
enabling them to effectively implement STEM
education in their classrooms [23]. A study con-
ducted by Lin, Chien, and Chang [23] revealed
that these professional development programs

have had a positive impact on teachers’ percep-
tions and practices. Teachers reported increased
confidence in teaching STEM subjects, improved
content knowledge, and enhanced pedagogical
skills [23]. They also highlighted the importance
of collaboration and networking opportuni-
ties provided by these programs, which enabled
them to share ideas and experiences with their
peers [23]. Moreover, the study emphasized the
need for continuous professional development
to ensure that teachers stay updated with the
latest advancements in STEM education [23, 24].

Thailand, like Taiwan, recognizes the signifi-
cance of teacher professional development in
STEM education. A study by Fakcharoenphol,
Dahsah, and Wannagatesiri [25] emphasized the
role of professional development in fostering
teacher effectiveness and student learning out-
comes in Thailand’s STEM classrooms. The study
highlighted the need for focused professional
development initiatives that address the specific
challenges faced by teachers in implementing
STEM education [25]. It also emphasized the im-
portance of integrating technology and hands-on
activities in professional development programs
to enhance teachers’ pedagogical skills and con-
tent knowledge [25]. Another study by Faikhamta,
Lertdechapat, and Prasoblarb [26] investigated the
impact of a professional development program on
Thai science teachers’ practices and perceptions.
The findings indicated that the program positively
influenced teachers’ teaching practices, leading
to improved student engagement and learning
outcomes [26]. The study further emphasized
the need for ongoing support and collaboration
among teachers to sustain the positive changes
observed in their classrooms [26].

4. Findings

4.1. Overview of STEM educational
development policies

Taiwan’s STEM education policy, as established
by the government, aims to cultivate future pro-
fessionals with interdisciplinary knowledge and
skills [2, 5]. The policy emphasizes the integra-
tion of STEM subjects across disciplines, encour-
aging students to develop a holistic understand-
ing of science and technology [2]. According to
Lin et al. [14], this approach helps students ap-
preciate the interconnectedness of STEM fields
and promotes a multidisciplinary approach to
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problem-solving. The government also actively
promotes partnerships between academia, in-
dustry, and government agencies to ensure that
STEM education aligns with industry needs [5].
This collaboration facilitates the development
of relevant and up-to-date curricula that equip
students with the necessary skills for the work-
force [5].

On the other hand, Thailand’s STEM education
policy focuses on improving the quality and ac-
cessibility of STEM education [6, 27]. The govern-
ment aims to enhance students’ critical thinking,
problem-solving, and innovation abilities through
hands-on learning experiences [6, 26]. This ap-
proach is in line with the constructivist learning
theory, which emphasizes active learning and
student engagement [18]. The policy also em-
phasizes the importance of teacher training and
professional development to ensure that educators
are equipped with the necessary knowledge and
skills to deliver effective STEM instruction [11, 28].

Both countries recognize the need to foster
students’ interest and engagement in STEM
subjects from an early age. Taiwan’s policy en-
courages the implementation of inquiry-based
learning approaches to promote student curios-
ity and exploration [29]. Thailand, on the other
hand, emphasizes the integration of STEM into
the curriculum at all education levels, including
primary and secondary schools [30].

4.2. Overview of STEM curriculum
frameworks

Taiwan’s STEM curriculum framework places
a strong emphasis on project-based learning,
hands-on activities, and design thinking [2, 5].
This approach encourages students to actively
engage in the learning process by exploring
real-world problems and developing practical
solutions. According to Rasyid, Rinto, and Su-
santi [24], this curriculum framework promotes
a student-centered approach where students
take ownership of their learning and become
active participants in problem-solving. It also
fosters collaboration among students, as they
work together in teams to tackle complex chal-
lenges [31, 32].

On the other hand, Thailand’s STEM curriculum
framework adopts an inquiry-based approach,
integrating STEM subjects and highlighting cross-
disciplinary connections [6]. According to Baharin,
Kamarudin, and Manaf [32], this framework aims

to cultivate students’ curiosity, creativity, and
scientific thinking. It encourages students to ask
questions, investigate phenomena, and develop
critical thinking skills [10]. Through this approach,
students are not only exposed to the knowledge
and skills within individual STEM subjects but
also learn to apply these concepts in a holistic
manner [12].

Both countries’ STEM curriculum frameworks
share the common goal of nurturing students’ cre-
ativity and problem-solving abilities. They recog-
nize the importance of developing students’ skills
beyond subject-specific knowledge, as highlighted
by Tseng et al. [29]. In Taiwan, this is achieved
through design thinking and hands-on activities
[5], while in Thailand, it is accomplished through
inquiry-based learning and cross-disciplinary
connections [6].

4.3. Teacher professional development

In Taiwan, the government places great im-
portance on continuous professional develop-
ment for STEM teachers. They provide various
training programs, workshops, and resources
to enhance the pedagogical skills and content
knowledge of teachers in these subjects [4, 14].
This commitment to ongoing development en-
sures that teachers stay up-to-date with the
latest teaching methodologies and advances in
STEM fields. Additionally, Buechel® found that
teachers who participate in these professional
development programs reported increased con-
fidence in their ability to teach STEM subjects
effectively.

On the other hand, Thailand focuses on
equipping STEM teachers with the necessary
skills and competencies through training pro-
grams and professional development initiatives
[33]. The government encourages collaboration
between teachers and industry experts to en-
rich teaching practices and expose students to
real-world applications of STEM knowledge [33].
This collaborative approach has been found to
enhance teachers’ understanding of STEM con-
cepts and improve their instructional strategies
[33]. According to Suebsing and Nuangchalerm
[11], these initiatives have also led to increased
student interest and engagement in STEM sub-
jects.

! Buechel C. An investigation of the effects of self-efficacy on
STEM implementation [dissertation]. Arkansas: University of
Arkansas; 2021.
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Overall, both Taiwan and Thailand recognize
the importance of teacher professional develop-
ment in advancing STEM education. By investing
in the continuous improvement of teachers’ skills
and knowledge, these countries are ensuring
that their educators are well-equipped to deliver
high-quality STEM instruction [13, 15, 19, 33].
This, in turn, contributes to the development
of a skilled and innovative workforce for the
future [4, 22].

Table 2 provides comparison of STEM educa-
tion policies, curriculum frameworks, and teacher
professional development between Taiwan and
Thailand.

The STEM education in both Taiwan and Thai-
land can be attributed to various factors, includ-
ing inquiry-based learning, teacher professional
development, collaboration between industry and
academia, and supportive curriculum policies. It is
evident that both Taiwan and Thailand have made
significant strides in promoting STEM education,
and their experiences serve as valuable examples
for countries aiming to enhance STEM education
within their own educational systems.

5. Discussion
5.1. STEM educational development policies
overview
In analyzing the STEM educational development
policies in Taiwan and Thailand, it is evident
that both countries recognize the importance
of STEM education for fostering innovation and
driving economic success. Taiwan stands out
with a more extensive and comprehensive STEM
policy framework, which reflects its commitment
to developing a competent and skilled workforce.
This can be attributed to its long-standing em-
phasis on science and technology education,
supported by various normative legal acts that
regulate the introduction of STEM programs in
the educational process [34].

On the other hand, Thailand is still in the
early stages of establishing STEM regulations
that align with industrial demands. As noted by
Pasupa [12], Thailand recognizes the importance
of STEM education for its national development
goals. The government has initiated efforts to
connect curricula with industry demands, but the
framework is still being developed. It is crucial

Table 2
Comparison of STEM education policies, curriculum frameworks, and teacher professional development between Taiwan
and Thailand
Topics Taiwan Thailand
Overview of STEM Taiwan’s STEM education policy aims Thailand’s STEM education policy
Educational Development  to cultivate future professionals with focuses on improving the quality and
Policies interdisciplinary knowledge and accessibility of STEM education. The

skills. The government emphasizes
integration across disciplines and
promotes partnerships between
academia, industry, and government.

Curriculum Framework

Teacher Professional
Development

knowledge

Taiwan’s STEM curriculum framework
emphasizes project-based learning,
hands-on activities, and design
thinking. It encourages students to
explore real-world problems and
develop practical solutions through
collaboration and creativity.

Taiwan emphasizes continuous
professional development for STEM
teachers, offering training programs,
workshops, and resources to enhance
their pedagogical skills and content

government aims to enhance students’
critical thinking, problem-solving, and
innovation abilities through hands-on
learning experiences.

Thailand’s STEM curriculum framework
promotes an inquiry-based approach,
integrating STEM subjects and
emphasizing cross-disciplinary
connections. It aims to foster students’
curiosity, creativity, and scientific
thinking.

Thailand focuses on equipping

STEM teachers with the necessary
skills and competencies through
training programs and professional
development initiatives. The
government encourages collaboration
between teachers and industry experts
to enrich teaching practices

Source: Developed by the author.
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to consider the specific normative legal acts that
form the norms for introducing STEM programs in
Thailand’s educational process to ensure a solid
foundation for implementation.

Moreover, it is essential to highlight the socio-
economic effects of STEM curricula applied in
practice. Successful STEM programs can lead to
increased innovation, technological advancements,
and a more skilled workforce, contributing to
overall economic growth [35]. Providing concrete
examples of the socio-economic impact of STEM
education in both Taiwan and Thailand would
strengthen the argument for their importance in
national development.

5.2. Curriculum framework

Taiwan’s curriculum framework for STEM edu-
cation stands out for its emphasis on hands-on,
project-based learning, integrative disciplines,
and the use of modern technology. This ap-
proach is aligned with the recommendations of
scholars such as Lou et al. [2], who argue that a
project-based learning approach enhances stu-
dents’ engagement and critical thinking skills.
Taiwan’s curriculum framework also promotes
the integration of different disciplines, enabling
students to make connections between science,
technology, engineering, and mathematics.

It would be beneficial to provide examples
of STEM program applications in relation to
specific educational directions, levels of educa-
tion, and their peculiarities. For instance, STEM
programs can be applied not only in design and
engineering but also in fields such as economics,
where data analysis, mathematical modeling, and
technological tools are increasingly important
[5]- Highlighting the versatility of STEM educa-
tion across various disciplines and educational
levels would showcase its broad applicability
and relevance.

In Thailand, the curriculum framework for
STEM education is still being established. How-
ever, it shows promising potential for fostering
creativity, critical thinking, and problem-solving
skills among students. As suggested by Soros,
Ponkham, and Ekkapim [27], integrating creative
and critical thinking skills into the curriculum
can enhance students’ abilities to solve com-
plex problems. Thailand’s evolving curriculum
framework indicates the country’s intention to
align STEM education with the development of
these crucial skills.

5.3. Teacher professional development

In terms of teacher professional development,
Taiwan has a well-established system that em-
phasizes ongoing training and industry-school
collaboration. Scholars such as Lee, Hsu, and
Chang [33] highlight the importance of continu-
ous professional development for STEM teachers
to stay updated with advancements in their re-
spective fields. Taiwan’s commitment to teacher
training ensures that educators have the neces-
sary knowledge and skills to effectively deliver
STEM education.

Similarly, Thailand recognizes the significance
of teacher development in promoting STEM edu-
cation. The country is in the process of creating
STEM teacher competency programs to enhance
teachers’ capacity in delivering STEM content.
According to Maitreepan and Thamatasenahant
[31], providing teachers with professional devel-
opment opportunities can positively impact their
instructional practices and student outcomes.
Thailand’s focus on teacher development aligns
with the broader goal of strengthening STEM
education in the country.

When comparing the experiences of Taiwan and
Thailand in the field of STEM education, it would
be beneficial to highlight both quantitative and
qualitative characteristics. Providing statistical
data on the number of STEM programs, student
enrollment, and graduate employment rates in
STEM fields would support the conclusions drawn
from the analysis [16]. Additionally, qualitative
data, such as student and teacher feedback on
STEM programs, could offer valuable insights into
the effectiveness and impact of these initiatives.

Therefore, the comparative analysis of STEM
educational development policies, curriculum
frameworks, and teacher professional develop-
ment in Taiwan and Thailand reveals notable simi-
larities and differences. Taiwan’s well-established
policy framework, comprehensive curriculum, and
emphasis on teacher professional development
demonstrate a strong commitment to promot-
ing STEM education. Thailand, while still in the
early stages of policy implementation and cur-
riculum development, shows promising signs of
aligning its policies with development goals. Both
countries can learn from each other’s experiences
and collaborate to further enhance STEM educa-
tion, taking into account the normative legal acts,
socio-economic effects, diverse applications, and
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both quantitative and qualitative characteristics
of STEM programs.

6. Implications

This research highlights the potential impli-
cations of STEM design curriculum policies
on country development. By examining the
strengths and weaknesses of each country’s ap-
proach, policymakers, educators, and research-
ers can gain insights into effective strategies for
enhancing STEM education. Lessons learned
from Taiwan and Thailand can inform future
policy decisions and help countries tailor their
STEM education initiatives to their specific con-
texts.

6.1. Designing curriculum policies
for STEM education

The design of curriculum policies in Taiwan has
been instrumental in supporting the success of
STEM education. According to Sungur Giil et
al. [28], the integration of STEM into the na-
tional curriculum framework has ensured that
STEM subjects are given equal importance as
other core subjects. This integration has been
achieved through the development of interdis-
ciplinary teaching materials and the provision
of specialized training for teachers. Further-
more, the establishment of STEM resource cent-
ers across the country has provided teachers
with access to updated teaching resources and
educational technology tools [1]. The curriculum
policies in Taiwan also prioritize the cultivation
of students’ interest and motivation in STEM by
incorporating project-based learning and extra-
curricular activities [3]. These policies have cre-
ated a supportive ecosystem for STEM education,
allowing students to develop a deep interest in
these subjects from an early age.

In Thailand, scholars have identified several fac-
tors contributing to the success of STEM education.
The Thai government’s support for STEM initiatives,
such as the establishment of STEM schools and
the allocation of resources for teacher professional
development, has been crucial in fostering a culture
of STEM education. Moreover, the collaboration be-
tween schools and industries has provided students
with opportunities to apply their knowledge in real-
world contexts [29]. This collaboration has helped
bridge the gap between theoretical knowledge and
practical skills, enhancing the relevance of STEM

education in Thailand. The curriculum policies in
Thailand have been designed to support effective
STEM education. According to Wannapiroon et al.
[9], the integration of STEM into the national cur-
riculum has been a significant step towards ensuring
the comprehensive development of students’ STEM
competencies. The curriculum emphasizes hands-
on activities, problem-solving, and critical think-
ing skills. Additionally, the Thai government has
invested in providing schools with STEM resources
and infrastructure to facilitate the implementation
of STEM education [30]. The promotion of STEM-
related extracurricular activities and competitions.

In this research, the researcher has analyzed
the strengths and weaknesses as guidelines for
making policies and curricula learned from both
countries, with details below as follows.

Research highlights the potential implications
of STEM design curriculum policies on country
development. By examining the strengths and
weaknesses of each country’s approach, poli-
cymakers, educators, and researchers can gain
insights into effective strategies for enhancing
STEM education. Lessons learned from Taiwan
and Thailand can inform future policy decisions
and help countries tailor their STEM education
initiatives to their specific contexts. The details
are demonstrated in Table 3.

By examining these strengths and weaknesses,
policymakers, educators, and researchers can
gain valuable insights into effective strategies
for enhancing STEM education. These lessons
learned from Taiwan and Thailand can inform
future policy decisions and help countries tailor
their approaches to meet the unique needs of
their education systems.

7. Conclusion

The comparative analysis of Taiwan and Thai-
land’s STEM design curriculum policies reveals
both similarities and differences. Both countries
recognize the importance of STEM education in
driving national development. However, their
approaches to curriculum design, teaching meth-
ods, and teacher professional development differ.
Taiwan emphasizes interdisciplinary integration,
project-based learning, and industry partnerships,
while Thailand focuses on inquiry-based learning
and collaboration.

In Taiwan, STEM education has been recog-
nized as a crucial component of the country’s
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Table 3

Classification of academic content for STEM curriculum

Topics

Taiwan

Thailand

Strength

Weakness

Strength

Weakness

1. Curriculum
Design

2.Teacher
Training and
Professional
Development

3. Infrastructure
and Resources

4. Industry
Collaboration

5. Student
Engagement and
Enrichment

Taiwan’s STEM
curriculum is well-
structured and
focuses on fostering
critical thinking,
problem-solving, and
creativity.

Teachers in

Taiwan undergo
rigorous training
and professional
development
programs to enhance
their STEM teaching
skills.

Taiwan has well-
equipped STEM
laboratories and
classrooms with
modern technology
and resources to
support hands-on
learning.

Taiwan has strong
partnerships
between educational
institutions and
industry, allowing
students to engage
in real-world projects
and internships.

Taiwan encourages
student participation
in STEM
competitions, clubs,
and extracurricular
activities, fostering

a passion for STEM
subjects

There is limited
flexibility within
the curriculum to
adapt to changing
technological
advancements.

The training
programs do not
always provide
teachers with the
necessary resources
and support

to implement
innovative teaching
methods effectively.

The availability of
these resources
may be limited,
particularly in rural
areas, leading to
unequal access to
STEM education.

The extent

of industry
collaboration may
vary across different
regions, limiting
equal opportunities
for students.

The emphasis on
competition may
create high levels of
stress and pressure
among students.

Thailand’s STEM
curriculum
emphasizes
hands-on learning
experiences and
integrates real-
world applications
of scientific
concepts.

Thailand has made
efforts to improve
teacher training
programs and
provide ongoing
professional
development
opportunities for
STEM educators.

Thailand has

made significant
investments

in improving
infrastructure and
providing resources
for STEM education,
especially in urban
areas.

Thailand has

been fostering
collaborations
between schools,
universities, and
industries to bridge
the gap between
education and
employment.

Thailand promotes
STEM enrichment
programs, science
camps, and clubs
to engage students
and enhance their
interest in STEM
fields.

The curriculum

lacks a clear
progression of
skills and may

not adequately
prepare students for
higher-level STEM
education.

The training
programs may not
consistently meet
the needs of all
teachers, resulting
in varying levels of
STEM proficiency
among educators.

The availability
and quality of
infrastructure
and resources
may vary across
schools, leading
to disparities in
STEM education
opportunities.

The level

of industry
involvement in
STEM education
initiatives may
not be consistent
across the country.

The availability
and accessibility of
these enrichment
programs may be
limited, particularly
in rural areas.
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Table 3 (continued)

Topics

Taiwan

Thailand

Strength

Weakness

Strength

Weakness

6.Research and
Development:

Taiwan has a strong
focus on research
and development in
STEM fields, leading
to technological
advancements and

There may be

a gap between
research findings
and their practical
implementation
in the education

Thailand has
been investing
in research and

The translation of
research findings
into practical

innovation. system.

7. Government
Support and
Policy

Taiwan’s government
has consistently
shown strong
support for

STEM education,
implementing
policies and
initiatives to enhance
its quality and
accessibility

The implementation
of policies and
initiatives may face
challenges due

to bureaucratic
processes and
limited resources

development applications within
in STEM fields, the education
fostering system may be
innovation limited.

and scientific

discoveries.

Thailand’s The coordination

and effectiveness
of policy
implementation
across different
regions may vary,

government has
recognized the
importance of
STEM education
and has introduced

policies and affecting the
initiatives to overall impact of
promote its these initiatives
development

Source: Developed by the author.

national development strategy. The government
has implemented comprehensive policies and
initiatives to foster STEM learning from the early
years of education. One of the key policies in
Taiwan is the inclusion of STEM design cur-
riculum in primary and secondary schools. The
curriculum aims to develop students’ problem-
solving skills, critical thinking abilities, and
creativity through hands-on and project-based
learning activities. The curriculum is designed
to integrate science, technology, engineering,
and mathematics concepts and principles into
real-world applications.

To ensure the effective implementation of the
STEM design curriculum, the Taiwanese govern-
ment has provided professional development
opportunities for teachers, including training
programs, workshops, and resources. These ini-
tiatives aim to equip teachers with the neces-
sary knowledge and skills to effectively engage
students in STEM learning. Additionally, Taiwan
has established partnerships with industry and
academia to bridge the gap between education
and the workforce. These collaborations provide
students with opportunities to engage in real-

world projects and gain practical experience in
STEM fields.

On the other hand, Thailand has also recog-
nized the importance of STEM education in its
development agenda. The Thai government has
implemented policies to enhance the quality of
education and promote STEM learning in schools.
However, the approach to STEM education in Thai-
land differs from that of Taiwan. In Thailand, the
focus is on the integration of STEM subjects into
the existing curriculum rather than a separate
STEM design curriculum. The integration aims
to promote interdisciplinary learning and the
application of STEM principles in various subjects.

Thailand’s curriculum reforms emphasize the
development of inquiry-based learning approaches,
critical thinking, and problem-solving skills across
all subjects, including science, mathematics, tech-
nology, and engineering. The integration of STEM
subjects is seen to enhance students’ understand-
ing of these subjects and their relevance to real-
world contexts. The Thai government has also
emphasized the importance of providing teachers
with professional development opportunities to ef-
fectively deliver STEM education in the classroom.
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While Taiwan and Thailand have taken differ-
ent approaches to STEM education, both coun-
tries share common goals of fostering innovation,
technological advancement, and economic growth.
The policies and initiatives implemented in both
countries aim to equip students with the neces-

sary knowledge, skills, and competencies to thrive
in the 21st-century workforce. By comparing the
STEM design curriculum policies in Taiwan and
Thailand, we can gain insights into the different
approaches to STEM education and identify best
practices that can be applied in other contexts.
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Countries all over the world focus on industrialization as a foundation for rapid economic development
and unemployment reduction. Without stable external and domestic finance, we cannot achieve this
goal. Financial volatility has an impact on a country’s industrialization process. The aim of this study
is to determine how external and domestic credit volatility affect industrialization in Africa. Data
for some selected countries for 1992-2020 was used. The author used the Prais-Winsten regression
method with Panel Corrected Standard Errors (PCSE) to estimate and analyze the model. Descriptive
and quantitative methods of analysis were also used to analyze the long-balanced panel data set for
the 17 selected African countries with available data. The results showed a combination of positive and
negative effects of financial volatility on industrialization in Africa. The study concludes that domestic
credit volatility has adversely affected industrialization in Africa and recommends the development of
financial institutions on the continent through recapitalization, skilled manpower development and
innovative development of different financial instruments.
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OPUTMHAJIbHASA CTATbA

BnugHue BonatMnbHOCTU BHELWHUX PUHAHCOBbIX
NOTOKOB U BHYTPEHHEro KpeauToBaHUS

Ha MHAYCTPUANU3ALMUIO B OTAENbHbIX
apUKAHCKUX CTpaHaX

B. bako
YuusepcuteT wrata lNnato, bokkoc, Hurepums

AHHOTAUMSA
Bce ctpaHbl Mupa yoenatot ocoboe BHUMaHWE MHAYCTPUANM3ALMM KaK OCHOBE BbICTPOro 3KOHOMMUYECKOTO
pasBuUTMA U CoKpaweHnsa 6e3paboTuubl. be3 cTabunbHOro BHEWHEro U BHYTPeHHEro GUHaHCMPOBAHUS
3Ta UeNib He MOXeT ObITb 4OCTUTHYTA. DMHAHCOBAs BONATU/IBHOCTb OKa3biBaeT BAMSAHME HA NPOLECC MH-
AyCTpUanusaummn ctpatbl. Lenbo faHHOMO MCCIef0BaHUS ABNSETCS M3YYEHUE BAUSHUS BONATUABHOCTH
BHELWHMX MHBECTULMUIA U BHYTPEHHErO KpeamTa Ha MHAYyCTpuanusaumnto B Agpuke. boinn 3aaeicTBOBaHDI
BaHHble no 17 ctpaHam Adpuku 3a 1992-2020 rr. [1ns oUeHKM U aHanM3a MOLENM aBTOpP MCNONb30Ban
perpeccuMoHHbI MeTop, lNpaiica-YMHCTEHA C NaHeNbHbIMU CTaHAAPTHBIMKM nonpaekamu. B pabote Takxke
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NPUMEHSIUCb ONUCATENbHbIE M KOJIMYECTBEHHbIE METOAbl aHanM3a LONrOCPOYHOro c6anaHCMpOBaHHOIO
Habopa nNaHenbHbIX AaHHbIX N0 17 BbIOpaHHbIM adpUKAHCKUMM CTpaHaM. Pe3ynbTaTbl NOKa3aam covyeTaHune
NMONIOXMUTENIbHOTO M OTPULATENbHOTO BO34EMCTBUS GMHAHCOBOM BONATUABHOCTM HA MHAYCTPMANU3ALMIO B
Adpuke. B nccnenosaHmm fenaetcs BbIBOA, YTO HECTAOUIbHOCTb BHYTPEHHErO KPeAUTOBAHUS OTpULLaTeNb-
HO NOBAMANA Ha UHAYCTpUanu3aumo B Abpuke, U peKoMeHAyeTCs pa3BMBaTbh PUHAHCOBbIE YUpeXAeHUs
Ha KOHTMHEHTE NMOCPEeACTBOM peKanuTanmMsauumu, pasButma KBanM@UUMPOBAHHOM paboyen Cuibl U UHHO-
BAaLMOHHOIO pa3BUTUS Pa3MUHbIX GUHAHCOBLIX MUHCTPYMEHTOB.

Knioueswie cnoea: Abpvka; BONATUNIbHOCTb; 3KOHOMUYECKMIA POCT; GUHAHCOBbLIE MOTOKM; BHELIHEE (DUHAHCMPO-
BaHME; MHAYCTPUANU3aLMS; NpaMble 3apybexKHble MHBECTULMK; AEHEXHbIE NepPeBOAbl

Ang yumuposanus: Bako W. External financial flows and domestic credit volatility effect on industrialization in
selected African countries. Review of Business and Economics Studies. 2024;12(2):88-96.D0I: 10.26794/2308-

944X-2024-12-2-88-96

Introduction
Industrialization is crucial for economic devel-
opment, poverty reduction and human capital
development. It was fundamental to the rapid
growth and transformation of Western nations,
and this reality had been demonstrated in the
changes taking place among Asian countries,
especially those in the South East. A driver and
facilitator of this fundamental transforma-
tion besides human capital development is the
availability and use of capital, both domestic
and external for the development and growth
of industries. Agriculture’s share in the conti-
nent’s gross domestic product (GDP) in devel-
oping Asia declined from 31.9 percent in the
1970s to 8.5 percent in 2018. There was also
a decrease in its share of employment for the
same period, from 71 percent to 33.5 percent,
while industry’s share increased from 14.1 per-
cent to 25.5 percent, which was more than twice
sub-Saharan Africa’s share of 11.4 percent.! Sig-
nifying the greater role of industrialization on
the continent of Asia. Africa lags behind other
regions of the world in terms of manufactur-
ing and economic restructuring. Manufactur-
ing share in employment for the World in 2021
was 13.6 percent, while Africa’s share was 7.4
percent with sub-Saharan Africa’s (SSA) share
was 6.7 percent while North Africa’s share was
11 percent. The shares of South America, Lat-
in America and the Caribbean and Southeast
Asia were 10.9, 12 and 15 percent, respective-
ly.2 Implying that Africa is lagging behind other
regions of the world. It is therefore necessary
that Africa change this narrative for the devel-
opment of the continent.

! Asian Development Bank. Asia’s Journey to Prosperity. 2020.
2 UNIDO. International Yearbook of Industrial Statistics. 2023
edition.

Various industrialization policies have been
implemented by countries in Africa over the years.
These include state-led and import substitution
industrialization strategies of the 1960s and 1970s,
the structural adjustment policy programs (SAPs)
of the 1980s, and the investment climate reforms
of the 2000s. Despite all these approaches, Africa’s
share in the world’s manufacturing value added
was less than that of other developing countries.
Africa’s share in 2021 was 1.9 percent (which was
its share in 1980), while for Latin America and the
Caribbean it was 4.2 percent, and for Asia it was
54.1 percent.>* There had been two resolutions
adopted by the United Nations (UN) declaring
decades of Africa’s industrialization. In 2016, the
third industrial development decade resolution
for Africa (2016-2025) was adopted. It was aimed
at promoting the industrial development of the
continent that is sustainable and inclusive.> The
African Union’s Agenda 2063 provides for the
transformation and industrialization of Africa as
one of its priority objectives.

Africans constitute about 1.3 billion, or 17 per-
cent, of the world population.® Despite this popu-
lation size, the continent supplies only 3 percent
of global GDP and 2 percent of global manufac-
turing value added (MVA). The world’s MVA per
capita is almost nine times that of Africa. The MVA
growth rate for the world and Africa between 2012

5 United Nations Industrial Development Organization
(UNIDO). International Yearbook of Industrial Statistics: Edi-
tion 2022, Vienna: United Nations Industrial Development Or-
ganization.

4 United Nations Economic Commission for Africa (UNECA)
and African Union (AU). Dynamic Industrial Policy in Africa.
Addis Ababa. United Nations Economic Commission for Africa.
2014.

5 United Nations Industrial Development Organization (UNI-
DO). Competitive Industrial Performance Report. 2020, Vienna.
United Nations Industrial Development Organization.
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and 2019 was 2.1 and 0.7 percent, respectively,
but the continent’s MVA share in GDP increased
from 10 to 10.6 percent, while the world’s share
increased from 16.1 to 16.5 percent within the
same period.® This underscores the need for Africa
to boost its industrialization process.

Finance is critical to boosting the industrializa-
tion process in Africa. Without adequate financing,
achieving the desired level of industrialization
will almost be impossible. Financing for industri-
alization is usually generated both from internal
and external sources. Large investments in new
factories and plants, alongside infrastructure, are
necessary for rapid growth. In Asia, it was financed
largely by domestic savings because the financial
system in the region channeled these savings into
investments. External financing, such as foreign
direct investment, multilateral development bank
funding, and remittances for overseas workers,
played important roles in many countries.” This
showed that rapid and effective industrializa-
tion requires both domestic and external funding.
Africa has encountered the challenge of effec-
tively financing industrial development. Domestic
credit to the private sector as a percentage of GDP
for sub-Saharan Africa was very low. Between
2000 and 2022, it was an average of 55.3 percent,
while the world average in 2021 was 160.9 percent,
which was more than twice that of SSA.8 The use of
domestic resources alone is inadequate to attain
the status of an industrialized continent because
of the skill, technology transfer, and other benefits
associated with the inflow of external capital.

The Monterrey consensus of 2002 was on ex-
ternal financial flows for development, with a
focus on foreign investment, external debt, official
development assistance and exports. The heads
of state(s) and governments identified and com-
mitted themselves to mobilizing both domestic
and external financial resources for sustained
long-term growth and development, poverty re-
duction, inclusive growth and an equitable global
economic system.’ Remittances have also become

¢ United Nations Industrial Development Organization (UNI-
DO). International Yearbook of Industrial Statistics: Edition

2022, Vienna: United Nations Industrial Development Organi-
zation.

7 Asian Development Bank. Asia’s Journey to Prosperity. 2020.

8 World Bank’s World Development Indicators. URL: https://da-
tabank.worldbank.org/source/world-development-indicators#

° United Nations. Monterry Consensus of the International

Conference on Financing for Development. International Con-

an additional source of external financial flow
into countries, especially in Africa, Asia and Latin
America. These are important sources of fund-
ing support for developing countries, especially
Africa. The volatility of these external financial
sources of funding could have positive or negative
effects on Africa’s industrialization drive. It can
result in negative long-term growth, a reduction
in consumption and investment, an unstable mac-
roeconomic policy environment, weak institutions
and a fall in the standard of living.

In terms of external debt, aggregate net finan-
cial inflow, debt and equity combined for low- and
middle-income countries in 2019 was $ 0.9 billion,
which was 15 percent lower than the comparable
2018 figure.!® This was a period of growth on the
African continent, driven by the prices of natural
resources, declining conflicts in the region and
high demand in China. The World Bank further
stated that total external debt stock increased
by 5.4 percent in 2019 to $ 8.1 trillion, with the
fastest debt stock accumulation of 9.7 percent
in sub-Saharan Africa (SSA), followed by South
Asia with 7.6 percent. External debt stock in SSA
increased between 2010 and 2019. It was $ 296
billion USD in 2010 and increased to $ 625 billion
in 2019. This represents an increase of 111.14 per-
cent between 2010 and 2019, thus showing some
volatility. Gross National Income (GNI) per annum
in the region increased on average by 3.2%, while
debt increased by 9 percent for the same period.!
This implied an increase in external debt stock for
financing activities in the region.

External shocks such as the Lehman Broth-
ers’ collapse in 2010 and the fall in the prices of
natural resources, especially crude oil, beginning
from 2014 to 2016, led to recession in some coun-
tries, especially oil-dependent countries such as
Nigeria. Also, the COVID-19 pandemic contributed
significantly to African countries experiencing
various degrees of uncertainty and volatility in
financial flows, which adversely affected indus-
trial value added on the continent. These series
of external shocks, coupled with adverse climate

ference on Financing for Development. Geneva. United Na-
tions.2003.

10 World Bank. Debt Report 2021, Washington DC, World Bank
Group.

11 United Nations Industrial Development Organization
(UNIDO). Competitive Industrial Performance Report. 2020,
Vienna. United Nations Industrial Development Organization.
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change, contributed to the increase in poverty
on the continent and further enhanced the level
of demand uncertainty. The war in Ukraine had
also contributed to the uncertainty and volatility,
especially with regards to food prices and invest-
ments in the region.

Foreign direct investment (FDI) is crucial for
industrialization because of its ability to trans-
fer technology and improve industrial capacity
utilization. Africa’s share of global FDI had been
low and even declined between 2019 and 2020.
In 2019, Global FDI stock was $ 36 trillion, but
in Africa and South Asia, FDI in 2019 declined. In
Africa, it was by 10 percent to $ 45 billion, while in
South Asia, the decline was by 5 percent to $ 474
billion. In Latin America and the Caribbean, it
increased by 10 percent to $ 164 billion. In 2020,
global investment flows declined by one-third to
$ 1 trillion from $ 1.54 trillion in 2019."? Africa
had the highest decline and the lowest FDI com-
pared to other regions. According to Haraguchi et
al. [1], policymakers in developing countries will
need to pay attention to investment (both public
and private) if they are to develop and fulfill their
potential.

Financial volatility has posed serious chal-
lenges for countries, especially when it is caused
by or results in a financial crisis. According to
Edwards [2], the 1990s were characterized by fi-
nancial crises such as the Mexican Peso collapse of
1994 and the Thai Baht crisis of 1997 that spread
to the Philippines, South Korea, Malaysia and
Indonesia. The crises of the 1990s also affected
Brazil and Russia. All of these crises had large
financial flows or volatilities at the center. These
volatilities and associated crises had contributed
to an output decrease and increase in unemploy-
ment and poverty [3], thus negating the benefits of
diversification, welfare improvement and poverty
reduction, technology transfer and unemployment
reduction [4].

The continent of Africa has been a major ex-
porter of primary products such as iron ore, crude
oil, diamonds, various agricultural products, etc.
Despite this, the continent has not been able to
achieve the high standard of living found in in-
dustrialized countries, particularly those attained
in advanced western countries. In Africa, exports

12 United Nations Conference on Trade and Development
(UNCTAD).World Investment Report 2020: International Pro-
duction Beyond the Pandemic, Geneva, United Nations. 2020.

as a percent of GDP fell from an average range
of 25 to 29 percent between 2010 and 2013 to 24
percent in 2014 and an average of 21 percent be-
tween 2015 and 2017."3 The total percentage share
of manufacturers in merchandise trade for the
continent was 18.5 as exports and 62 as imports in
2013." Manufacturing share in exports for Africa
in 2022, compared to the rest of the world and
other regions of the world, is low. It was 37 percent
for Africa compared to 76.5 percent for the world
and 44.3 and 60.3 percent for South America and
Latin America and the Caribbean.!® Exports from
Africa declined by 6.1 percent more than imports
decline between 2019 and 2020.'® The low share
of manufacturers in exports affects the develop-
ment of industries and the continent’s economic
growth. According to Samouel and Aram [4], some
Latin American countries and others from East and
Southeast Asia experienced remarkable growth
because of their export promotion, which con-
tributed to the prosperity of the industrial sector.

The nature of Africa’s exports and its poor in-
dustrial linkage contributed to the rapid migra-
tion of manpower from the continent in search of
avenues where their skills could be better utilized
to attain a higher quality of life. This situation
is aggravated by the quality of leadership in the
continent, natural and man-made disasters and
the fact that it becomes international news. The
dearth of skilled manpower, conflicts and crisis
in the continent affect the flow of external fund-
ing to the continent and contribute to making it
volatile. This is because capital is highly mobile,
and private investors look for the highest possible
return for their investments and safe repatriation
of their investments.

According to [5], volatilities in developing
countries are affected by volatilities from various
sources. This includes a bigger share of exogenous
shocks’ in developing countries from financial
markets as a result of “sudden stops” of capital
inflow. Instability from domestic shocks gener-
ated by policy mistakes that are self-inflicted and

13 World Bank’s World Development Indicators. URL: https://
databank.worldbank.org/source/world-development-indica-
tors#

4 United Nations Economic Commission for Africa. Industrial-
izing Through Trade. Economic Report Africa, 2015.

15 UNIDO. International Yearbook of Industrial Statistics. 2023
edition.

16 United Nations Conference on Trade and Development 2021.
Handbook of Statistics 2021.
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intrinsic instability of the development process
are also weak. These occurrences are detrimental
to the development of countries and the wellbe-
ing of citizens. This study focuses on the effect
of external financial flows and domestic credit
volatility on industrialization in Africa. It mea-
sures volatility based on the standard deviation
of FDI, personal remittances, domestic credit,
exports and official development assistance (ODA)
based on data from the World Development In-
dicators (WDI).

Review of empirical literature

The literature on volatility covers a wide range
of areas with various findings. In a study on vol-
atility and growth, it was found that exchange
rate volatility had a negative effect on economic
growth among Central and Eastern European
countries during the period 2002-2018 [6]. Vol-
atility and long run economic growth had an
inverse relationship, and this was found to be
worse in countries that were poor, institutionally
underdeveloped, undergoing intermediate stag-
es of financial development, or could not con-
duct countercyclical policies [7]. The financial
crisis in Asia and exchange rate volatility were
studied in [8]. the authors used EGARCH(1,1)
and found that before the crisis, only three cur-
rencies displayed evidence of exchange rate
asymmetries in their conditional variance, but
after the fall in currencies, only one did not dis-
play a significant rise in volatility and asymme-
try. Aid volatility and its costs were studied by
Kharas [9], and the author found a cost of be-
tween 0.07 and 0.28 dollars on donor and recipi-
ent countries dead weight loss, which was about
1.9 percent of GDP. Another study [10] instigated
country size, economic size and volatility. The
study found that a one percent standard devia-
tion increase in trade increases growth by 38
percent, but it was insignificant with regards to
volatility.

On financial and capital flows, literature focused
on emerging and market economies because of the
developments in the Asian region. It was found that
volatility in capital flows in emerging markets was
explained more by push factors than pull factors.
US monetary policy stance and economic perfor-
mance, as well as global risk aversion, influence the
volatility of capital flows to emerging markets and
developing economies [11]. Financial volatility in

emerging market economies, according to [12], was
enhanced by the presence and activities of foreign
banks in emerging countries. The volatility of for-
eign direct investment was increased by financial
integration in emerging markets [13]. A Raddatz
[14] study found that internal sources are the main
causes of instability in low-income economies.
External factors explained only small variations in
low-income countries’ output. The direct industrial
effect of capital flows was considered by Tasdemir
[15], where it was found that capital flows were
associated with the movement of resources from
the manufacturing sector in advanced economies,
emerging market economies, and the Middle East
and North Africa. Attention had not been given to
the volatility issue on the African continent. The
reallocation of resources from high-technology to
low-technology firms within the manufacturing
sector was also associated with capital flows in
these countries. Efobi et al. [16] found in a study of
forty-nine African countries that remittances drive
industrialization in Africa at certain initial levels
of industrialization. Capital flows were found by
[17] to be associated with growth in highly exter-
nally dependent firms, which was driven by debt
rather than equities, but in the long run, equities
contribute to growth. This breaks down during
crises thus emphasizing the need for stable capi-
tal flows. Foreign direct investment was found to
have had a positive effect that was statistically
significant on industrial performance in Africa, but
without the expected growth in savings, technol-
ogy transfer and improved domestic productivity
[18]. In sub-Saharan Africa, it was found by [19]
that foreign direct investment as a component of
capital inflow had an adverse effect on industrial
development with a unidirectional causality. It
was also found that financial development had a
positive effect on the development of industries
with bi-directional causality. Keji [20] found that
in Nigeria, FDI contributed to the slow growth of
industrial output, thus implying an inverse link
between industrial output growth in the country
and FDI. The negative effect of FDI on SSA was
found by [21]. In terms of international trade, a
study [22] found that industrialization in Africa
had been enhanced by trade openness between
1990 and 20109. Literature had not given attention
to financial volatility and industrial development,
especially in Africa. This paper intends to fill this

gap.
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Methodology
The Cobb-Douglas production function shows
that output is dependent on factors, such as pro-
duction, labor and capital as inputs in the pro-
duction function. This relationship is depicted
as follows:
Y=A(K“L’), (1)
where Yis output, A is total factor productivity,
K is capital and L is labor. o and  are elasticities
of capital and labor, respectively. Total factor pro-
ductivity is that portion of industrial output that
is not accounted for by capital and labor. This is
difficult to measure in practice.

To achieve the objective of this study, data from
the World Bank’s World Development Indicators
(WDI) was used for the period 1991-2020 for a
panel of 17 African countries with available data
(Benin, Botswana, Burkina Faso, Cabo Verde, Cam-
eroon, Congo Republic, Cote d’Ivoire, Egypt Arab
Republic, Gabon, Ghana, Kenya, Morocco, Niger,
Nigeria, Rwanda, Togo, Tunisia). Volatility was
measured for each country using growth standard
deviations of exports as a percentage of gross
domestic product, net foreign direct investment
as a percentage of gross domestic product, net
official development assistance as a percentage
of gross national income and personal remit-
tances received as a percentage of gross domes-
tic product for external financial flows, while for

Table
Result of volatility effect on MVA (industrialization) in Africa

macroeconomic volatility, the standard deviation
of inflation for each country was used. The model
is specified as follows;

Q, = /(SDFdi, SDEx, SDNetOda,,SDPerR, X, U, ),(2)

it>
where Q. is manufacturing valued add-
ed (proxy for industrialization) in country
I at time t, SDFdi, is foreign direct invest-
ment volatility in country I at time it, SDEXx,
is exports volatility of country i at time t,
SDNetOda, is net official development assistance
volatility to country I at time t, SDPerR, is volatil-
ity of personal remittances to country I at time t,
X, is a collection of other explanatory variables
such as domestic credit to private sector, popula-
tion as proxy for labor, SDIfI, is inflation volatility,
a proxy measure for macroeconomic volatility.
Long panel data were used where the time
dimension was greater than the cross-sectional
dimension. This will give rise to a possible auto-
correlation problem; therefore the Prais-Winsten
regression for panel corrected standard errors
(PCSE) was used. The variables were tested for
stationary and were found to be stationariness at
level based on the Levin-Lin and Chu (LLC) test.

Results and discussion of findings
Table presents the results of how volatility in
external financial flows and domestic credit to

Variables

Panel Corrected

Manufacturing Value Added coethetent Standard Error ’ o
Domestic credit to private sector by banks —0.375** 0.145 —2.58 0.010
Exports 0.007 0.097 0.07 0.945
External debt 0.008 0.033 0.23 0.818
Foreign Direct Investment 0.460** 0.117 3.92 0.000
inflation —-0.020 0.049 —-040  0.688
Net ODA 0.324** 0.075 4.31 0.000
Personal remittances 0.055 0.318 0.17 0.862
Population 1.376™* 0.291 4.73 0.000
Constant —11.396*" 4.839 -2.36  0.019

Note: *,***** signifies statistical significance at 10, 5 and 1 percent, respectively.

Source: Author’s computation.
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the private sector affects manufacturing value
added (industrialization) in Africa.

From Table, volatility in domestic credit to the
private sector had a negative effect on industrial-
ization with a statistically significant coefficient.
This implies that as domestic credit changes in
unexpected ways, industrialization is adversely
affected. This is because stable funding for indus-
trial development is largely provided by domestic
financial institutions. When it becomes volatile, it
makes planning and access to funding for entre-
preneurs very difficult, which eventually hampers
growth. Among small manufacturers, only one in
three has access to a loan or line of credit. Those
who suffer most are in Sub-Saharan Africa, with
only 15 percent having access to financial services,
compared to 17 percent for LDCs and 44.2 percent
for Latin America®. Conflicts in African countries,
such as the Arab Spring uprising that affected
countries like Egypt, Tunisia, Libya, Sudan, and the
Boko Haram crisis in Nigeria, coupled with drought
in the Horn of Africa have made domestic credit
volatile, with adverse effects on industrialization
on the continent. Also, political tension associ-
ated with elections in countries of the continent
contributed to such volatilities. The weak nature
of financial institutions on the continent has made
it difficult for sustainable long-term funding for
industrialization. Therefore, credits are available
only for the short term, thus making funding for
industrial development volatile. This is coupled
with the underdeveloped nature of money and
capital markets with limited financial instruments.
This makes switching to other forms of funding
very difficult, thereby amplifying domestic credit
volatility. Financial deepening was found in a
study on Mexico and the USA by [23] to reduce
growth volatility. Jarretta, Mohaddes, and Mohtadi
[24] did a study among oil-producing countries
with weak and better financial institutions that
were subjected to the oil price shocks of 2014.
Better financial institutions were found to reduce
output volatility.

Foreign direct investment volatility has had a
positive effect on industrialization in Africa. The
coefficient is statistically significant. This finding
implies that the changes in the net inflow of FDI,
manufacturing output in Africa contribute to its
growth. A combination of factors is responsible
for this finding; the increasing role of domestic
funding to the manufacturing sector, the impact

of micro, small and medium scale enterprises in

the manufacturing sector further ensured stability.
Also, the intrafirm inflow by multinational enter-
prises, which is less volatile due to the greater

certainty of the business environment in Africa,
had contributed to this finding. According to the

World Bank,!” FDI has been the least volatile and

most resilient component of financial flows. More-
over, the investment climate in Africa has been

improving over the years, making Africa a more

investment-friendly continent. This had led to

improvements in FDI inward stock on the conti-
nent compared to the outward stock. The inward

stock in 2000, 2010 and 2021 was 153062, 623756,
1026320 million dollars (respectively), while the

outward stock for the corresponding periods was

39815, 137363, 301 252 million dollars (respec-
tively). Between 2020 and 2022 FDI inflows more

than doubled from 39 billion dollars to 83 billion

dollars, and from this was inflated by a single large

intrafirm transaction [25], which was less prone

to negative volatility. Moreover, the manufactur-
ing sector, is more stable in its response to world

price volatility.

Net official development assistance volatility
had a positive effect on industrialization in Africa
with a statistically significant coefficient. The
amount of net ODA had been relatively stable,
between 3 and 4 percent of gross national income,
with a standard deviation of about 1 percent. Aid
volatility given in response to natural disasters,
successive droughts and other related problems
serves as a form of insurance and generates vol-
atility disbursement effects, which is good aid.
Increased production of goods and services to
support those affected by such disasters will yield
a positive aid volatility effect on industrialization.
But it can also be costly for recipient countries
because it magnifies the real business cycle and
generates negative income shocks in developing
countries.

Population had a positive effect on industri-
alization. This points to the influence of demand
for the goods produced by firms due to the con-
tinent’s population size. According to UNIDO,8
about 1.3 billion people, or 17 percent of the

17 World Bank. Debt Report 2021, Washington DC, World Bank
Group.

18 United Nations Industrial Development Organization (UNIDO).
International Yearbook of Industrial Statistics: Edition 2022, Vi-
enna: United Nations Industrial Development Organization.
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world’s population, lived in Africa in 2019. This
will definitely have a positive demand effect on
goods and services because domestic demand is a
major source of demand for many countries. Also,
the skill applied in the production of goods and
services by labor in the manufacturing industries
of the continent.

Conclusion and recommendations
Industrializing Africa is necessary if it to live up
to its full potential. The continent had a higher
level of MVA share in gross domestic product
compared to the world. External finances are
crucial for the realization of this goal. The vol-
atility of FDI, net ODA had positive effects on
MVA, which implied that these were good vola-
tilities, while domestic credit to private sector
volatility had a negative effect.

The capacity of financial institutions in many
African countries is so weak that they are un-
able to mobilize large-scale capital for firms and
households to facilitate industrialization on the
continent. Commercial and other developmental
banks of countries should be recapitalized. This
will enable them to provide long-term funds, and
will minimize domestic credit volatility, reduce
the cost of borrowing and facilitate industrial-
ization.

The Africa Union (AU) should set up a regional
monetary policy coordinating agency that will
work toward harmonizing domestic policy dif-
ferences. The agency should facilitate the estab-
lishment of a common regional monetary policy
framework. This will eventually reverse the high
level of monetary and credit policy heterogene-
ity and facilitate more capital inflows into the
continent.

Governments on the continent should broaden
the space for capital market development through
technological innovation and infrastructure, im-
provements in regulatory frameworks, the en-
forcement of contracts and the curbing of illicit
financial flows. This will provide an additional
avenue for domestic credit mobilization that will
facilitate industrialization.

The continent will have to consolidate on the
good volatilities by improving on regional trade
and investment policies, especially the Africa con-
tinental free trade area, which will boost manufac-
turing output both for intra-regional and export
trade with other regions of the world.

Domestic stability should be pursued through
the establishment of strong institutions, micro-
and macro-prudential policies and credit guaran-
tees by governments. This will minimize domestic
financial volatility on the continent.
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