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Abstract

The present-day conditions of global economic development are such that there is a need to activate the innovation component
in a national economy. A nation will be able to compete in the global market only if it has reached a high level of innovation
development and employs the latest cutting-edge technology. In this regard, Russia, despite its vast scientific potential, has
yet to make its presence felt in the market for high-tech products. Compared with developed countries, characterized by fairly
high levels of innovation activity in industry, the share of Russian industrial enterprises engaged in the development of
innovations is not very big, no more than 10%, with the combined volume of domestic innovative products currently checking
in at 585 billion rubles (around $9.5 billion, as of December 21, 2016). The innovation development of Russia’s industry has
been affected by the economic sanctions imposed on the nation in recent years. When these sanctions were imposed, the
Russian government had to take immediate measures, one such measure being the active pursuit of import substitution
policies, including in the innovation sphere. That being said, since then there have been a number of challenges impeding
innovation development in Russian industry. This paper explores the impact the sanctions have had in relation to the innovation
development of Russia’s industrial enterprises, identifies some of the major issues in this respect, and brings forward special
mechanisms expected to help remediate these issues.

Keywords: innovations; innovation activity, innovation development, innovation activity of enterprises, industry
JEL Classification: E20; E22

Introduction

Amid stiffening competition in the global market on the one hand and as a result of the imposition of sanctions on
Russia on the other, the nation has been faced with a number of issues resolving which may prove particularly
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crucial to its sustainable economic development going forward. In this regard, a crucial area for bolstering the
Russian economy is boosting its innovation component, which is directly linked to boosts in the innovation activity
of Russian enterprises and gains in their competitiveness in the global market.

That said, for the time being the Russian high-tech sector has yet to make its presence felt in the global
market. Over the last few years, its share in the overall volume of the nation’s industrial production has declined
significantly, which has led to sharp drops in growth rates within the innovation-driven sectors of the economy. In
the global market, Russia’s high-tech output remains insufficiently competitive, its share accounting for just 0.5%
of the overall volume of high-tech products turned out globally (Glisin 2015).

In Russia’s industry, the innovation component is currently prevailing in such sectors as the chemical and
food industries, mechanical engineering, and metallurgy. Innovatively active enterprises operating in these sectors
account for more than 70% of the overall number of innovative enterprises across Russia. The nation’s
technological exchange processes have been distinguished by a lack of internal impelling motivation for innovation.
All this has reflected on the innovation development of the Russian economy as a whole.
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Conclusion

To be able to fully integrate into the global scientific-technical process, Russia needs a shift to an innovation
economy. An innovation economy is predicated on knowledge, innovation, being open and receptive to novel ideas,
and being keen on implementing novel ideas in practice. It is innovation activity that is expected to be the basis for
economic growth in Russia and enable the nation to compete globally via its high technology. For the time being,
Russian industrial enterprises engaged in innovation activity have been increasingly faced with a variety of issues,
whose impact has been felt especially acutely in a climate of economic sanctions and countersanctions introduced
as a counter measure. Among the major issues impeding innovation development in Russian industry at the
moment are a lack of funding for innovative solutions, poor company staffing, a lack of efficient infrastructure
capable of helping an innovation reach the serial production stage, the inefficient interaction of business and
science, and others. The mechanisms proposed by the authors in this paper may help impel the innovation activity
of Russia’s industrial enterprises, which is taking on added significance in the current climate of sanctions
restrictions.
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Abstract:

The labour market is one of the most regulated markets. Two approaches to labour market regulation are usually described in
economic literature. One approach sees regulation as a necessity for the social protection of labour and as a tool leading to
productivity growth (institutionalists). The other one (distortionist) considers regulation as an impediment to the adjustment
mechanism of the labour market. The aim of this paper is to present different views on the minimum wage institution in
economic theories. The main objective is however to verify three hypotheses in V4 countries which confirmation or refutation
are verified by simple regression analysis. Results of the analysis confirm that an increase in minimum wage causes an
increase in employment rate and unemployment rate, but only for Poland. The third hypothesis (an increase in minimum wage
causes an increase in GDP) is refuted for all V4 countries.

Keywords: visegrad countries; minimum wage; labour market; regression analysis
JEL Classification: F16; E24; J31; C51.
Introduction

In terms of economic theory, an economy needs an overall macroeconomic balance. The labour market is an
important part of a market economy and is in mutual interaction with other markets. The price of labour — wage -
affects the overall costs of production, production volumes and hence the overall price level. It also determines the
purchasing power of wage earners and thus affects demand for production. The area of the labour market and
associated employment is thus a key condition for macroeconomic performance. However, reaching a balance in
real-world labour markets is made difficult or even impossible by a number of obstacles arising from this market’s
significant specifics. Such obstacles include, in particular, the heterogeneity and imperfect/limited mobility of labour,
the existence and activity of trade unions, the minimum wage institution, employees’ statutory protection against
layoff and a number of other interventions.
The objective is to verify three significant hypotheses in the countries of the Visegrad Group (V4):

H1: A rise in the minimum wage results in a rise in the employment rate;

H2: A rise in the minimum wage results in a rise in the unemployment rate;

4 Institutional postal address: Studentska 2, 461 17 Liberec; Voronézska 13, 460 01 Liberec, Czech Republic
5 Konstantinova 16, 080 01 PreSov, Slovakia
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H3: A rise in the minimum wage results in a rise in GDP. For confirmation, or refutation of the defined
hypotheses, simple regressive analysis was done.

At present, the minimum wage is stipulated by law in most of the member states of the European Uniun
(EV) including the Czech Republic, Slovakia, Poland and Hungary (specifically in 22 out of the 28 EU States).
However, there are still conflicting opinions on the significance, effects and economic and social functions of the
minimum wage.
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Conclusion

The main objective of the research was to verify three significant hypotheses in the countries of the Visegrad Group
(V4): 1. Arise in the minimum wage results in a rise in the employment rate; 2. A rise in the minimum wage results
in a rise in the unemployment rate; 3. A rise in the minimum wage results in a rise in GDP. For confirmation, or
refutation of the defined hypotheses, linear regressive analysis was done. At the confidence level of 5%, the
conclusions that a rise in the minimum wage results in a rise in the employment rate and rise in unemployment
rate, were confirmed only for the territory of Poland. For the rest of the V4 countries, it was necessary to reject
these hypotheses. The third hypothesis could not be verified for any of the V4 countries. In all cases, the statistically
insignificant values were at the given confidence level of 5%.

The partial target of the treatise was to discuss the positive and negative approaches to the institution of the
minimum wage in economic theory and present the conclusions of some Czech and world empirical researches.
Interest in this issue is relatively high in literature and continues to grow because the statutory minimum wage is
one of the strongest, and also perhaps, most intensively discussed modes of intervention in the market mechanism.
Both theoretical economists and authors of empirical studies arrive at substantially different conclusions regarding
the impact of the minimum wage on the labour market, or on other macro-economic variables. And this is just the
reason why further research activities should be devoted to these problems.
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Abstract:

The impact of the global world economy increases the relevance and significance of the debt policy, contributing to
consolidation of the state guarantees for the national economy. The internal and external policy implemented by the state and
failing to provide the balance of budget revenue and expenditure is a cause of the national debt. Alongside with that, it is
impossible to identify any specific country which would not have faced such a problem in any of the periods in its history. The
correlation analysis employed in studying the composition and structure of the external debt of the world countries’ leading
economies enabled to characterize and prove most likely the assumption of export growth depending on the increase in the
external debt in the analyzed subjects, and the extent of impact on the growth of the corporate sector activity before everything
else. At the same time the study revealed the negative trends of increasing the national debt ratios in comparison to the
corporate one when producing medium-term forecasts for an individual country of the world. This, in turn, allowed formulating
the main directions for the identification of further reserves in improving efficiency of the state’ external debt management.

Keywords: national debt; budgetary policy; taxation, financial system of the state; macroeconomics; corporate sector of the
economy
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Introduction

Economic globalization has qualitatively changed the market and considerably lowered the opportunities of
state protectionism in relation thereto. In this regard, the concept of ‘external national debt' becomes ambiguous.
The global economy in its current state has increased the relevance of debt policy causing concerns of various
states about the uncontrollable tendency of growth of all types of debts, both internal and external, including at the
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level of country, corporate sector and debts in the consumer credit market. Therefore, it is necessary to create the
conditions for ensuring the necessary level of state guarantees for the national economy, as there is no guarantor
of global governance in the national debt management. In the process of the global governance system building it
is necessary to introduce a transitional control by the state, consistent with the new conditions of a significant
reduction in state protectionism opportunities in relation to the market. Against this background, in the conditions
of the world economy globalization and development of international economic relations the importance of external
national debt is increasing. The global economy increases the debt policy relevance and contributes to the
necessary consolidation of government guarantees for the national economy, very understanding of external
national debt changes which cannot be considered as it was considered at the time of the protectionist policy of the
state when all types of debts, including external national debt as well, were not significant. In the current period of
the debt economy of most countries of the world all kinds of debt are essential and the state of external national
debt shows the acuteness of the problem.
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Conclusion

The world countries’ debt management is based, as a rule, on a large stock of produced capital, developed a
system of economic and financial market. The biggest industrialized countries are both major lenders and borrowers
in the global economy. Moreover, the nature and specifics of external indebtedness management in these countries
is based on the following provision. National debt is fully securitized, i.e., there are no loans received from other
creditors, including international financial organizations (the case in developing countries), in its structure. National
debt of the developed countries is actually a portfolio of issued and serviced debt securities with varying maturities,
available to both residents and non-residents. In turn it is applicable to a wider range of operations carried out
according to the specific objectives, taking into account the current market situation. In this regard, the nature of
external debt management for the developed countries is a tool for regulating the emission of debt securities which
provides budgetary financing needs with cheaper means in the long term and the implementation of targets in
relation to the degree of risk and cost. Mechanisms of restructuring indebtedness due to the virtual absence of
defaults on government obligations do not apply, with the exception of early redemption of debt through the
purchase of securities in the open market.

Activity of organizational and legal structures for the management of external indebtedness is carried out in
distinct coordination with fiscal and monetary management. In particular, to overcome the negative effects of the
global financial crisis in the US in 2009 separate Recovery and Reinvestment Act was adopted, binding the creation
or saving millions of jobs, the modernization of national infrastructure and development of human capital. In 2009
the Federal Reserve announced an additional infusion of more than a trillion dollars into the economy, having
bought long-term government bonds worth up to 300 billion dollars within half a year and allocating additional USD
750 billion for the purchase of securities backed by a pool of mortgage loans, taking into account debt securities
mortgage agencies in the amount of more than USD 200 bin. (Abdulgalimov 2016). At the same time to finance the
gigantic increase in government spending the US was forced to make unprecedented debts, which rose from 40%
to 60% of GDP within 1 year and in 10 years could reach 100% GDP (Buti and Giudice 2002). Germany approved
a plan of socio-economic activities in the context of the global financial crisis which also took over the largest debt
in the history of Germany existence. At the same time, according to experts, the national governments issued bonds
in the amount of more than USD 11.69 trillion for implementing packages of measures to stimulate their economies
and rescue the banking system (Kosov 2016). It should be noted that additional measures in the securities market
may be a reserve for increased efficiency in the management of external national debt in the developed countries.
This implies the introduction of new instruments in the relevant market, in view of the new securities trading systems
and market infrastructure organization. In particular, the creation of the Eurozone government bond market is a
promising tool for the securities market in the European Union (EU), which is able to complement the existing
government bond markets of each of the states, not replacing them. As a result, it is possible to form a single
backed up financial system in the EU, which system is characterized currently by significant structural weaknesses:
there is a central bank for the common currency but no central treasury, and control over the banking system is the
responsibility of individual countries (Hemming 2003). However, the Eurozone bonds can be used to assist States
candidates for accession to the EU, serve to improve the EU's lending capacity beyond the current mandates of
the European Investment Bank and the European Bank for Reconstruction and Development. In this case, a single
concept s able to finance investment programs that combine countercyclical function with such important European
objectives as the creation of the unified energy system, a network of gas and oil pipelines, investment in alternative
sources of energy, etc. This will require solving the problems of debt burden distribution among member states and
the voting rights of various financial ministers of the Eurozone countries in decision-making.

Another promising way to increase the efficiency of managing the external national indebtedness is to
introduce new trading systems based on the use of modern means of IT communication, enabling to implement it
in fully automated management without intermediaries and direct contacts between sellers and buyers, taking into
account the implementation of the new market infrastructure in the form of IT clearing and settlement system of
custody servicing in the securities market.
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Consequently, further improvement of the quantitative risk assessment methods based on the achievements
of economic science and mathematical knowledge is the more relevant reserve to increase efficiency of the state’s
external debt management.
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Annex 1

Average values of the world countries’ distribution according to the share of national debt volume with regard to the
corporate debt over the period from July 01, 2013 through July 01, 2016.
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Annex 2
The basic data elements in conducting country-based analysis of variance

Country Coefficients Standard Error t Stat P-value \ Lower 95% Upper 95%
Russia -0.076903524 0.054140840 | -1.420434640 0.39051 | -0.764828119 | 0.61102107
1.468169687 0.385698392 | 3.806522707 | 0.163549 | -3.432593048 | 6.368932423
USA 0.568455731 0.302617070 | 1.878465515 | 0.311429 | -3.276658722 | 4.413570184
-0.647395551 0.411964979 | -1.571482000 | 0.360781 | -5.881906923 | 4.58711582
Japan 0.541929252 0.177143668 | 3.059264031 0.201126 | -1.708894461 | 2.792752964
-0.767810525 0.342707180 | -2.240427310 | 0.267259 | -5.122318114 | 3.586697064
Germany -0.027308591 1.699345341 -0.01607007 0.98977 | -21.61953841 | 21.56492123
0.471683063 1.954954905 | 0.241275674 0.84928 | -24.36837421 | 25.31174034

United 0.311427794 0.022189091 14.03517616 | 0.045282 | 0.029488667 | 0.593366921
Kingdom -1.294390488 0.217338655 -5.95563863 | 0.105906 | -4.055939933 | 1.467158956
France 0.353997020 0.855295820 | 0.413888402 | 0.750177 | -10.51356678 | 11.22156082
-0.229886444 1.402100432 -0.16395861 0.896541 | -18.04526159 | 17.58548871
India -0.059411097 0.232415146 -0.25562489 | 0.840676 | -3.012525528 | 2.893703334
0.435777369 0.990972588 | 0.439747148 | 0.736252 | -12.15572322 | 13.02727795
taly 0.356454972 0.174149101 | 2.046837853 | 0.289313 | -1.85631916 | 2.569229104
-0.109246026 0.146345099 -0.74649596 | 0.591765 | -1.968736819 | 1.750244767
Brazi 0.081903431 0.010256972 | 7.985146953 | 0.079313 | -0.048423759 | 0.212230622
-0.024801962 0.016601824 -1.49392991 0.375526 | -0.235748139 | 0.186144216
Canada 0.196548394 0.057552633 | 3.415106893 0.05012 | -0.534727146 | 0.927823934
0.260389805 0.160496817 | 1.622398561 0.35165 | -1.778915612 | 2.299695223

The Republic -0.933583092 3.992388117 -0.23384077 0.85376 | -51.66168389 | 49.79451771
of Korea 3.788635820 11.78003107 | 0.321615096 | 0.801905 | -145.8908508 | 153.4681224
Spain 0.308280458 0.042784753 | 7.205381215 | 0.087793 | -0.235351378 | 0.851912295
-0.125164672 0.046180165 -2.71035565 0.22502 | -0.71193931 | 0.461609965

Mexico 0.255316017 0.066623592 | 3.832216347 | 0.162499 | -0.591216978 | 1.101849011
-0.059176281 0.059876588 -0.98830416 | 0.503745 | -0.819980464 | 0.701627903
Indonesia -0.128914459 0.065666704 -1.96316324 |  0.299927 | -0.963289041 | 0.705460123
0.228068529 0.077632567 | 2.937794518 | 0.208868 | -0.758346758 | 1.214483815
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Abstract:

Aggravation of crisis phenomena in economy of modern Russia caused the necessity for preparation of the model of
development, the realization of which will allow using the existing innovational potential. In order to find determinants of
innovational development, the matrix approach to study of innovational system by criteria of innovative activities of economic
spheres was used, which allowed making a conclusion regarding its binary structure (spheres-innovators and spheres-
conservatives). Based on this, a model of economic growth was developed which allowed determining structural proportions
in distribution of gross national product, necessary for achievement of goals of innovational development of economy.

Ensuring the implementation of the innovative model of economic growth, the state develops and applies a variety of
tools to stimulate innovators, the use of which in the conditions of limited budget resources should be based on reliable and
valid assessment of the effectiveness of incentives based on costs obtained in the course of their implementation results. The
method of quantitative estimation of efficiency of the state stimulus of innovative activity allows identifying the effectiveness of
incentives and measures aimed at redistribution of budget funds in favor of high-performance tools.

Keywords: innovational matrices; determinants of innovational development; innovational activity of economic spheres; binary
model of economic growth; state stimulation of innovational activities; stimulation tools; effectiveness of stimulation.
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Introduction

Results of socio-economic development of Russia in 1990’s and 2000’s set before the state and society the task
of provision of quick economic economic growth which is possible on the basis of systemic modernization,
supposing formation of technical and technological basis that is adequate to the sixth technological mode in the
globalizing society, creation of institutional system which stimulates the growth of economy, and establishment of
civil society which is a social foundation for effective execution by the state of its function as a guarantor of socio-
economic and political stability. Solving these three tasks of modernization of Russian economy and society
requires development of theoretical model of modernization, practical realization of which will allow Russia not only
to overcome the systemic crisis but will provide a decent place in the global economic space.

During formation of the model of modernization of Russian economy, it is necessary to take into account
the following conditions:

= the process of modernization in Russia should be performed on the basis of “post-communist
transformation” (T.I. Zaslavskaya), which took place in 1990’s and led to the crisis of science and
education, “brain drain”, reduction of high-tech productions, reduction of living standards of the population,
and destruction of institutes of management, which aggravates initial conditions for modernization and,
correspondingly, requires development of the mechanism that would allow combining private initiative and
state interference under the conditions of observation of the balance of public interests during performance
of modernization processes;
successful modernization is possible only on the basis of self-developing model. In this case, the example
of China is very demonstrative, as there the modernization process was based on such competitive
advantage as cheap labor, the usage of which attracted Western investments into the Chinese economy.
Combination of these two factors — cheap workforce and investments — ensured high rates of growth of
Chinese economy and took China to the second position in the world as to volume of GDP. Therefore,
during development of the model of modernization of Russian economy, it is necessary to determine
competitive advantages, realization of potential capabilities of which will allow performing “breakthrough”
growth in economy and will create conditions for development of society on the whole;
an obvious competitive advantage of Russia is its provision with resources, but it is the raw materials
orientation of Russian economy that forms ineffective political system, which, in its turn, stimulates
reproduction of economic underdevelopment of the country. Thus, during conduct of the process of
modernization, founding only on the raw materials sector is erroneous, as it would stimulate conservation
of ineffective political and economic systems; still, in order to use it as a source of potential investments
in development of technical and technological basis of modernization, it is necessary to do the following:
potential of industrial modernization is not yet realized in full in Russia, but certain features of modern
Russian economy allow speaking on specificity of modernization in Russia, as it is closely related to post-
modernization, aimed at formation of the sixth technological mode, which should be taken into account
while selecting the model of modernization development.

These conditions should be taken into account while selecting the variant of Russian modernization from
the following alternatives: firstly, priority should be given to an overtaking model, based on borrowing the
technologies, or advancing model, which supposes active use of innovations; secondly, who can and must become
a driving force of modernization process — state or society, i.e., will the Russian modernization have conservative
or liberal character?

It should be noted that even with the liberal model, a special role in the modernization process will belong
to the state, which is characterized by functions for stimulating activities of economic subjects.

Thus, the idea of this article consists in substantiating the necessity for realization of the overcoming model
of modernization of the modern Russian economy, based on implementation of innovations, and in determining the
effective tools of state regulation of innovative activities in the country.



Conclusions

An active participant of relations that accompany the process of formation of the model of innovational economy is
the state. Stimulating innovational activities, the state uses the system of economic and organizational and legal
methods, each of which supposes the use of corresponding tools, i.e., the set of quantitative and qualitative
parameters which express the action of a stimulus fixed to the tool. Being a basis of measures aimed at
development and activation of innovative activities, the tools of stimulation determine effectiveness of state
stimulation of innovative activities and ways for increasing it. Thus, spending limited budget resources for the
purposes of stimulation of innovative activities should take into account costs suffered by the state during
application of tools of stimulation and results received during that. The offered methodology of quantitative
evaluation of effectiveness of state stimulation of innovative activities allows evaluating effectiveness of particular
tools of stimulation of innovative activities, determining ineffective, conventionally effective, and effective tools,
develop recommendations for redistribution of budget assets in favor of more effective tools, and exclude ineffective
tools of stimulation. This methodology is realized through calculation of integral indicator of effectiveness, which
includes private indicators of effectiveness of tools of stimulation, applied by the state, which became most popular
in the practice of state regulation and influence the efficiency of innovative activities in the state.
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Abstract:

The purpose of this study is to empirically examine the causes of the budgetary slack and its impact on performance.
Specifically the purpose of this study to analyze the influence of information asymmetry, cultural, political, regulatory, budgetary
participation on budgetary slack and performance in local government. Studies in order to develop models pengangaran good
(good governance budgeting). Using the survey method and the research instrument in questionare tested using PLS. The
results showed that the political, cultural, regulation significant effect on budgetary slack. The third structural coefficient of the
relationship is positive, indicating that all three positive relationship. That is, the higher the political, cultural, regulatory, will
result in the higher budgetary slack. Thus if you want to reduce the budgetary slack needs to reduce the problems of politics,
culture and regulations. Other results obtained: (A) political, cultural, regulatory, significant effect on performance either directly
or indirectly through budgetary slack. Sixth structural coefficient of the relationship is positive, indicating that all six positive
relationship. (B) information asymmetry and budgetary slack significant effect on performance. The second structural
coefficient correlation is positive, indicating that both positive relationship. (C) budgeting participation moderating influence
budgetary slack variables that are false and strengthen moderation.

Keywords: budgetary slack; performance budgeting participation; information asymmetry; politics, culture and regulation.
JEL Classification: A2; C3; D10; GO; H1; 12
Introduction

Budget can be defined as a plan of all activities of the organization in the short term expressed in quantitative or
financial unit. Budget is important because it is used as a means of planning and controlling. Error in budgeting
may fail planning resulting in difficult to achieve organizational goals. Error in budgeting can occur because it
involves human interaction in the process of preparation. This interaction can bring a wide range of behaviors. One
of them creates slack in the budget because it is motivated by the achievement of a budget used as a performance
assessment. This study took political, cultural, regulatory, information asymmetry, participation in budgeting



variables as variables affected budgetary slack and performance. Those variables were chosen because similar
studies using these variables were still rare.

Originality for this papers shows as: the writer tries to conduct a research about mediation effect of slack
budget moderating effect of budget participation in relationship between politic, culture, and regulation toward
organizational performance; this research retest the research result From Fisher (2002) about information
asymmetry and performance, Rubin (1993) about political, budgetary slack and performance, Scott (2000) about
Regulatory, budgetary slack and performance, Indriantoro (2000) about mediation of participation in budgeting on
budgetary slack and performance, and Mardiasmo (2005) about budgetary slack and performance. no studies have
examined this kind of relationship simultaneously location of study (no previous research for this relationship): local
governments in West Sulawesi.



Conclusion

The conclusions of this study were the conclusions of the data test results, i.e.:

= political, cultural, regulatory variables significantly affected on budgetary slack. The structural coefficient
of the relationship of those three had positive-marked, indicating that the relationship of all those three
was positive. Thus, the higher the political, cultural, regulatory variables will result in the higher budgetary
slack;

= political, cultural, regulatory variables significantly affected on performance both directly and indirectly
through budgetary slack. Structural coefficient of the relationship of those six had positive-marked,
indicating that the relationship of all those six was positive. Thus, the higher the political, cultural, regulatory
variables will lead to the higher the performance both directly or indirectly through budgetary slack.

= information asymmetry and budgetary slack significantly affected on performance. The structural
coefficient of the relationship of those two had positive-marked, indicating that the relationship of those
two was positive. Thus, the higher the information asymmetry and budgetary slack will result in the higher
the performance.

= participation of budgeting moderated the effects of budgetary slack variable (Y1) which were quasi
moderator and strengthening. Thus, the higher the value of participation in budgeting (M), affecting the
more increasing the effect of budgetary slack (Y1) on performance (Y2)

Based on the conclusions, it is recommended: to reduce the budgetary slack to reduce the problems of

political, cultural and regulatory variables; to improve the performance, then the participation in budgeting,
information asymmetry need to be improved. While the political, cultural and regulatory process will maximally
improve performance if through budgetary slack.
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Appendix 1
Results of test instrument validity and reliability

Test results validity of the instrument

Variable | Dimension ltem | Validity Conclusion
X1.1 ] 0444 Valid
X1.2 | 0.308 Valid
" X1.3 | 0453 Valid
Politic (X1) X14 | 0352 | Vald
X15 ] 0.368 Valid
X21.4. | 0443 Valid
X2.1.2. | 0.350 Valid
Intellectualisation (X2.1) X21.3.] 0379 Valid
X2.14.] 0.364 Valid
X215 | 0.300 Valid
X221 | 0.389 Valid
X222 | 0.374 Valid
Honesty / lempu (X2.2) X223 | 0417 Valid
X224 | 0.321 Valid
X225 | 0.393 Valid
X231 | 0401 Valid
X232 | 0.307 Valid
Firmness / (X2.3) X233 | 0420 Valid
X234 | 0.323 Valid
Culture (X2) X235 | 0332 | Vald
X241 | 0.358 Valid
X242 | 0.361 Valid
Decency (X2.4) X243 | 0.334 Valid
X244 | 0.300 Valid
X245 | 043 Valid
X251 | 0.387 Valid
X252 | 0.349 Valid
Effort (X2.5) X253 | 0.387 Valid
X254 | 0.353 Valid
X255 | 0.3 Valid
X261 | 0484 Valid
Shame / pride (X2.6) X2.6.2 | 0.327 Valid
X26.3 | 0427 Valid
X311 | 0424 Valid
Perceptions About the usefulness of Regulation (X3.1) | X3.1.2 | 0.428 Valid
X313 | 0402 Valid
X321 | 0447 Valid
Perceptions About Ease of Use Regulations (X3.2) X322 | 0.370 Valid
Regulation (X3) X3.23 | 0420 Valid
X331 | 0425 Valid
Confusion Usage Rules (X3.3) X3.32 | 0424 Valid
X333 | 0415 Valid
Usage Rues (X34 4T 043 | Vald
Information Asymmetry (X4) ii; 8;‘38 x:::g




Variable Dimension ltem | Validity Conclusion
X43 | 0.511 Valid

M1.11] 0422 Valid
Level of Involvement (M1.1) M1.12 ] 0.389 Valid
M1.13 | 0425 Valid
M1.21] 0418 Valid
Benefits of Engagement (M1.2) M1.22 | 0.345 Valid
M1.23 | 0.533 Valid

Y1.1 ] 0.400 Valid
Slack Budget (Y1) Y1.2 | 0.404 Valid
Y13 | 0.559 Valid
Y21 | 0478 Valid
Performance (Y2) Y22 | 0419 Valid
Y23 | 0.507 Valid

Participation Budgeting (M1)

Source: Primary data are processed (2016)

Instrument reliability test results

Variable Reliability Conclusion
Politic (X1) 0.608 Reliable
Culture - intellectualisation (X2.1) 0.610 Reliable
Culture - honesty (X2.2) 0.625 Reliable
Culture - firmness (X2.3) 0.602 Reliable
Culture - decency (X2.4) 0.601 Reliable
Culture - effort (X2.5) 0.607 Reliable
Culture - shame (X2.6) 0.602 Reliable
regulation - Perceptions About Usefulness Regulation (X3.1) 0.609 Reliable
regulation - Perceptions About Ease of Use Regulation (X3.2) 0.603 Reliable
regulation - Confusion of Use Regulation (X3.3) 0.613 Reliable
regulation - Usage Rules Section (X3.4) 0.607 Reliable
Information Asymmetry (X4) 0.600 Reliable
Budgetary participation - Level of Involvement (M1.1) 0.604 Reliable
Participation Budgeting - Benefits of Engagement (M1.2) 0.620 Reliable
Slack Budget (Y1) 0.642 Reliable
Performance (Y2) 0.657 reliable
Source: Primary data are processed (2016)
Appendix 2.
Characteristics of Respondents
Characteristics Criteria Frequency Percentage
Gender Male 194 48,50
Female 106 26,50
<45 yrs 24 6,00
Age 45-56 yrs 183 4575
> 56 yrs 93 23,25
, S1 128 32
Education 52 172 13
10-19 yrs 102 25.50
Years of service 20-29 yrs 160 40,00
>30 yrs 38 9.50

Source: Primary data are processed (2016)



Appendix 3.

Frequency and percentage of political variables

Respondents answer Score

Indicator 9 3 4

X1 1 Frequency 1 29 80 102 88 300 382

' Percent (%) 0.33 9.67 26.67 34 29.33 100 '
X192 Frequency 8 36 80 101 75 300 441

' Percent (%) 2.67 12 26.67 33.67 25 100 '
X13 Frequency 5 35 68 101 91 300 379

' Percent (%) 1.67 11.67 22.67 33.67 30.33 100 '
X1.4 Frequency 4 37 84 96 79 300 370

' Percent (%) 1.33 12.33 28 32 26.33 100 '
X15 Frequency 2 40 79 95 84 300 373

' Percent (%) 0.67 13.33 26.33 31.67 28 100 '
Mean Variable X1 (Politic) 3.89

Source: Primary data are processed (2016)

Frequency and percentage cultural variables

Respondents answer Score

Indicator 9 3 ‘ 4 ‘

X211 Frequency 3 53 95 61 88 300

o Percent (%) 1 17.67 31.67 20.33 29.33 100
X219 Frequency 18 61 69 93 59 300 418

B Percent (%) 6 20.33 23 31 19.67 100
X213 Frequency 3 52 100 89 56 300 3.48

B Percent (%) 1 17.33 33.33 29.67 18.67 100
X214 Frequency 16 51 100 84 49 300 3.33

B Percent (%) 5,33 17 33.33 28 16.33 100
X215 Frequency 16 54 85 84 61 300 3.40

o Percent (%) 5.33 18 28.33 28 20.33 100
Mean Dimensions intellectualisation / Amacangeng / Manarang (X2.1) 3.60

Indicator Respondents answer Score
1 2 3 4 5
X221 Frequency 7 34 80 92 87 300 373
- Percent (%) 2.33 11.33 26.67 30.67 29 100 '
Frequency 19 41 80 100 60 300
X222 TPercent (%) | 633 | 1367 | 2667 | 3333 20 0] 47
Frequency 13 45 72 95 75 300
X223 porcent(h) | 433 15 24| 3167 25 0] 98
Frequency 9 48 86 78 79 300
X224 oorcent () | 3.00 16| 2867 26| 2633 0] Y
Frequency 11 47 81 98 63 300
X225 [percent (%) | 367 | 1567 27| 3267 21 0] %
Mean Dimensions Honesty / Allempureng / Lappu '(X2.2 3.73

Indicator Respondents answer Score

1 2 3 4 3
12

Frequency 29 65 11 83 300

X231 I percent (%) | 4.00 967 | 2167 37| 2767 0] 37°
Frequency 2 22 75 118 83 300
X232 oorcent () | 067 733 25| 3933 | 2767 0] 498




Indicator

Respondents answer Score

Frequency 9 29 68 99 95 300

X233 Percent (%) 3.00 9.67 22.67 33 31.67 100 381
Frequency 5 27 66 11 91 300

X234 oorcent () | 1,67 9 2 37| 3033 0] o8
Frequency 6 35 75 104 80 300

X235 I percent () | 200 | 1167 25| 3467 2667 0] 37

Mean firmness /Agettangeng (X2.3) 3.94

2 4]
X241 l:er(regeunetr}g/i/) 0.3; sgg 29.2? 122 26.22 ?gg 378
X242 rféffeunin(g/f) 1.6? 10.25 25;2 35123 g; ?gg 4.48
X243 Ifer(:geunetr};i/) AT Y AR 0]
X244 l:er(regeunetr}g/i/) | Rl B B % i
X245 l:er(regeunetr}g/i/) ] e wmel wm 3 ] 3

Indicator

Mean Indicators Decency /Asitinajangan/Mappasitinaja (X2.4)

3.77

2 4|
251 bt | g00 | d00 | ey | wres| s || "
52 T A AN 2 o
T e e e e T
X254 E:g:i??/l) SRR A 7 ] 37
X255 E:g:i??/l) s S| e mE ] B o
Mean Indicator Effort/Reso (X2.5) 3.98

Indicator 3 ‘ 4

Frequency 3 60 90 67 80 300

X281 percent () | 1.00 | 20.00 30| 2233 2667 0] >
Frequency 2 57 119 60 62 300

X282 oorcent (%) | 0.67 191 3967 20| 2067 0] 4
Frequency 4 73 83 74 66 300

X283 Ipercent() | 133 | 2433 | 2767| 2467 22 0] 3%

Mean Dimensions Shame: Self-Esteem: Siri (X2.6) 3.45

Mean X2 (Culture) 3.75

Source: Primary data are processed (2016)



And the percentage of variable frequency regulation

Respondents answer Score

Indicator 9 ‘ 3 4
X3.1 1 Frequency 4 37 73 113 73 300 371
B Percent (%) 1.33 12.33 24.33 37.67 24.33 100 )
Frequency 10 48 83 90 69 300
X342 Fpgrcent (%) 333 16| 2767 30 ] 10| o
Frequency 6 45 85 103 61 300
X343 pgrcent (%) 2.00 15| 2833 3433 2033 100 %
Dimension Mean Perception on Purpose Regulation (X3.1) 3.60
: Respondents answer Score
indicator unit 1 | 2 | 3 4 5 Total  Mean
Frequency 2 30 121 74 73 300
321 I percent (%) 067 1000 | 4033 2467 2433 | 100 82
Frequency 8 55 87 91 59 300
X322 pgrcent (%) 267 18.33 29 3033 1967 00| °%
Frequency 5 43 113 70 69 300
X323 pgrcent (%) 167 1433 | 3767 2333 ] 10| %
Dimension Mean Perception About Ease of Use Regulations (X3.2) 3.53

Respondents answer Score

Indicator ‘ 9 ‘ 3 4
Frequency 1 52 82 87 68 300
X331 percent (%) 367 1733 | 2733 29 267 00| o
Frequency 8 57 66 82 87 300
X332 Percent (%) 2.67 19 22 27.33 29 100 361
Frequency 5 63 84 80 68 300
X333 percent (%) 167 21 28 266 26 10| %
Dimensions Mean Confusion Usage Rules (X3.3) 3.53
Indicator Respondents answer Score
2 3 | 4
X3.4 1 Frequency 3 45 99 81 72 300 3.58
o Percent (%) 1.00 15.00 33 27 24 100
X342 Frequency 4 38| 108 88 62 300 3.55
o Percent (%) 1.33 12.67 36 29.33 20.67 100
Dimensions Mean Use of Regulation (X3.4) 3.57
3.56

Variable Mean X3 (Regulation)

Sources: Primary data are process
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Abstract:

The article reveals the main aspects of the industrial parks creation in the regions of Russian Federation as the tools of the
development long-range sectors and the regions on the whole. The subject of the research is the business relations that appear
when enterprises are integrated in the industrial parks. The goal of the research is to maintain the theoretical basis and the
methodological tools in the industrial parks formation areas.

The methodological basis of the article includes the works of foreign and Russian whose works are devoted to business
development. Scientific ccontribution of the research is the development of theoretical and methodological basis in the sphere of the
industrial parks implementation. Methodological basis of the industrial parks management needs improvements. Due to this fact,
improvement of the business mechanisms in the industrial parks is quite vital, because it is dedicated to the increase of competitiveness
of industrial parks in Russian Federation and to import substitution. The partnership measures between the government and business
allows giving an impulse to the industrial development and involving the regions into the global development processes. Industrial parks
are the sources to increase competitiveness and fasten the social development in Russian regions. The results of the research can be
used in the industrial enterprises. The research can be used by the executive authorities and by the quasi corporations, as
well as by private business in the frameworks of the purpose-oriented programs that are dedicated to the industrial
development.

Keywords: tools of the industrial development; industrial park; territorial-production clusters; competitive edges
JEL Classification: C38; L10.
Introduction

The article analyzes the dynamics of the modern industrial enterprises, which is determined by permanent search,
introduction of innovations, and increase of competitiveness by means of new technologies and a short gap between the
innovational research and their implementation to the production. A modern way to solve the problem is the industrial parks.
As a long-range direction of development of industrial parks, industrial areas are used which meet the most part of
the requirements.



Methodological and theoretical base lines are the works of Russian and foreign authors, dedicated to the industrial
development problems. The development and the completeness the theory of the complex synergetic solutions
appeared in 1980-1990 in the works of R.J. Griefen. The questions of the effectiveness of the manufacturers
unification along the technological chain — from the production of the materials to the supply of the customers with
the ready-made products — were raised by M. Badri and D. Davis. The questions of local industrial complexes
management are elaborated in the works of such Russian scientists as O.l. Botkina, V.N. Eremina, V.I. Nekrasova, K.M.
Pirogova, A.N. Pytkina, A.l. Tatarkina, et al.

We highly asses the works of the scientists but admit that the questions of industrial conformation creation and
integration are not developed properly.



Conclusions

The transfer from the departmental managing system to corporate one leads to disintegration of the manufacturing and
industrial enterprises. They have the common chain of the value creation. For example, the center of decision-making has
deviated from sector ministries to demolished and privatized enterprises that create the components for local automating.
Objectively, it leads to the local enterprises shortage. As the result, import of the component base has increased. It takes
time and efforts from the state to smooth the situation via holding creation and economic policy activation.

At the same time, studying different approaches to the production activity at local enterprises, let us state that
competitiveness guarantee will be connected to inter-companies’ brunches and nets. Building the integrated inter-company
net of the enterprises is possible, based on the IP and other big auto making enterprises. IP create all the conditions to
increase the effectiveness of the small and medium manufactures. Therefore, IP is a very effective tool to integrate small
industrial enterprises into industrial clusters.

The following conclusions could be made:

= industrial park is a specially organized territory to place new manufacturers, provided with the energy

source, infrastructure, and necessary administrative rights, which is managed by the special managing
company;

= there are three models of industrial park management. The first model allows managing the industrial park

by the infrastructure company that provides not only the space to place the manufacture but necessary
additional infrastructure and services. According to the second model, small IP are not managed by the
special companies and firms that place the manufacturers there and find all the services by themselves or
attract other companies. In some IP, one of the companies that place the manufacture at the same time
takes the functions of the managing company;

= the task of investment climate improvement today is of high priority at the federal and local levels. So,

there is a support system of the IP and the residents — from administrative assistance to necessary
infrastructure creation;

= in spite of preferences and benefits, investors face different problems when trying to bring a project to life:

administrative obstacles, corruption risks, and low quality of engineer and transport infrastructure;

= it is necessary to pass the law that regulates IP. Legislative assembly and government deal with the

problems of IP, but there is no law about “Industrial Parks”;

= governmental support for creation and development of the industrial parks network (residents, investors,

and managing companies) includes the direct financial support (fiscal relief, grants, guarantees, etc.) and
indirect support (administrative obstacles, marketing, and information support);

= for regional authorities, the creation of special industrial clusters is one of the elements how to raise the

region investment attractiveness and a guarantee of the successful regional economic development,
transfer to innovative type development and raising of citizen’s living conditions. IP creation is still a very
vital problem, even taking into account foreign policy and non-stable dynamic of the foreign investments
and geo-political re-orienting.
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Abstract:

This paper aims to analyze peculiarities of balancing the trade in small and open economies and to identify main external and
internal influences that shape the structure and volumes of international trade. The case of the three Baltic States was selected.
Overall, 62 economic indicators that reflect the situations inside countries, also situation in main trading partners’ countries
were involved in the research. Multidimensional data analysis methods were applied to get most information from the data.
This research supports the idea that external factors tend to influence the intensity of international trade rather than higher
surplus or lower deficit of international trade in small and open economies, as they affect both imports and exports in highly
common way. Internal factors and foreign direct investments seem to be those that notably drive structural changes for
balancing the international trade. From economic policy perspective it is a discussion where to put more emphasis — on
expanding linkages with foreign countries or on investing in innovative activities and quality of resources for stronger trading
positions in global markets.
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Introduction

There is growing interest in information related with a balance of trade and current account, as it is used in a way
to determine the health of economy and its relationship with the rest of the world (Kang and Shambaugh 2016,
Akbas and Lebe 2016, Topalli and Dogan 2015, IMF 2009). There are countries that survive with a negative balance
a lot of years, because a current account deficit is not large compared to the national income and wealth. However,
if a current account deficit is a long term issue, the situation could become unstable.

Small and open economies, such as the Baltic States, tended to have negative balance of trade several
years, but situation has changed with decreasing deficit or surplus reached after the global financial crisis of 2007-
2009. Some questions of interest arise from this data. Firstly, the situation of international trade tends to be different
in small and open economies that are in the same geographical area. Secondly, trade surplus in these economies
emerges after the global financial crisis, when economic situation in local and foreign markets did not prosper.
These questions are not precisely studied in recent studies.

Many recent studies have focused on the current account imbalances and its changes during the global
financial crisis (Kang and Shambaugh 2016, Akbas and Lebe 2016, Trachanas and Katrakilidis 2013, Kumhof and
Laxton 2013), as well as, exchange rates impact on balance of trade in wider territorial units (Bajo-Rubio et al.
2016, Nieminenand Junttila 2016, Mirdala 2015, Zhang and MacDonald 2014). Export side issues, for e.g. export
competitiveness (Kalendiene 2014, Benkovskis 2012, Bruneckiene and Paltanavicius 2012), its factors (Damijan
et al. 2011, Jakutis et al. 2007), behaviour and success of exporting firms (Fernandez-Ortiz et al. 2015, Putnins
2013, Dzemydaite et al. 2012, Urbonavicius and Dikcius 2010), have also been extensively studied. However,
these studies focus on export side rather than on issues of balance of trade. According to that, the main focus of
this research was to find out how external influences shape overall balance of international trade of goods and
services in small and open economies, also taking into account internal influences. The case of the Baltic States
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was selected. Overall, 62 economic indicators were involved in the research. Factor analysis in a combination with
a multiple regression was applied to get the most information from multidimensional data.



Conclusions

This study aimed to evaluate the external influences for the balance of trade in small and open economies. The
case of the Baltic States was selected. As various research focus on export side, as export competitiveness and
its factors, far little attention is given to evaluate what influence comparative changes in balance of trade that
suppose to reveal the overall situation of countries’ capabilities and challenges. Separate analysis of imports’ and
exports’ were carried out for all the Baltic States to get insight to the balance of trade. Overall 62 indicators of
trading partners and countries’ resources were involved in the research. As time series of data were not
comparatively long, only the most influential indicators were involved in the final analysis. Factor analysis and
regression analysis of latent factors were applied to get the most information of multidimensional data.

This paper supports the idea that external influences are very important for small and open economies, but
the weight of such importance is different according to countries’ economic situation and business orientation. The
case of Estonia revealed that if country exports more high technology and machinery products, it suppose to be
less influenced by external influences and more dependent on internal resources and capabilities. Such small
economies, as Latvia and Lithuania, are still very dependent on exports of intermediary goods and services, so
external influences suppose noticeably higher impact on international trade.

Slightly different factors in all three Baltic States are important for reaching higher surplus or smaller deficit
on international trade. In Lithuania foreign direct investments was the factor that drove international trade and
contributed to a higher surplus of trade. In Latvia a high importance was of expenditures for research and
development, but still it supposes not to be intensive enough to reach positive trade balance, as comparatively
strong influence was from Latvia’s households’ priorities to consume foreign goods. The case of Estonia supposed
the example how orientation to research and development, human capital in science and technology, and
expenditures for education could contribute to a stronger position in international markets and slightly smaller
dependency on partner’s economic situations in small and open economies.

For all the countries analyzed external factors influenced the intensity of international trade rather than
higher surplus or lower deficit of international trade, as they seemed to affect both imports and exports in highly
common way. Internal factors and foreign direct investments were those that notably drove structural changes for
balancing the international trade.

To develop better positions in international trade and to be less influences with external demand shocks,
governments of such small and open economies as the Baltic States have to think not only about programs
enhancing contacts with external partners for trade, but also to develop programs to enhance innovative activities
and to invest in human capital in science and technologies, education, as well as, in high-tech and knowledge
intensive sectors for better positions in international markets.
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Abstract:

The study represents a new approach to programming the regions’ economic development management. In contrast to the
modern approach to problem-oriented system of forecasting, strategic planning and management, which is based on the target
prediction of specific meanings of development indicators, the suggested approach will allow establishing the ratio between
the development of the main sectors of economy and the benchmarks for development indicators with the corresponding
resource reinforcement in the form of innovative projects, i.e. the transition to project-program system of managing the region’s
development. The results of the study contribute to the optimization of the regional policy on enhancing the efficiency of using
the regional investment programs as an integration factor of the region's economic development. The given approach
determines the basic factors of the region's investment policy development, and can serve as a guide in the process of
formation and realization of the regional economic development. It can be used to develop a strategy and a program for socio-
economic development of Russia's regions.
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Introduction

Regional investment programs are among the most effective tools for managing the economy of the region. This
topic is extremely relevant, but at the same time, it has been understudied before. At the moment, there is no
precise definition of regional investment programs. Regional investment programs are also among the most
important conditions for the even development of problem territories, as well as for the fairly prompt solution of
problematic issues.

The advantage of the suggested approach to the theory of the regional development with the help of regional
investment programs is to understand the need to strengthen the integration processes in the economic and political
spheres of the country, as well as the sustainable development of all regions according to their specialization, both
in domestic and international division of labor, based on the resource potential and competitive advantages. This
makes it possible to determine that investments in general and regional investment programs in particular are
among the essential components of economic development in the regions with a low potential of the investment
climate development.



Conclusion

A successful resolution of problematic issues is possible only if there is coordinated cooperation between the state
and its regions.

Thus, the main objectives of the territorial development strategy lie in strengthening the integration
processes in the economic and political space of the country, as well as in the sustainable development of all
regions, in accordance with their specialization, in both Russian and international division of labor, based on
resource potential and competitive advantages. Identification and definition of strategic approaches to the solution
of issues connected with modernization of economy play a crucial role in developing the concepts of managing the
investment activities of the regions.
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Abstract:

This article applies a holistic framework for assessing integral, governance, economic, social, and environmental sustainability
of Bulgarian farming enterprises, and assesses sustainability of holdings in general and of different juridical type, size,
specialization, and ecological and geographical location. First, a hierarchical framework for assessing sustainability level of
farming enterprises in Bulgarian during current stage of European Union. Common Agricultural Policy (CAP) implantation is
presented. Second, overall, governance, economic, social, and environmental sustainability of Bulgarian farming enterprises
in general and of different type are assessed, and multi-indicator, multi-criteria, multi-principle and multi-aspect and integral
sustainability levels analyzed. Third, structure of farming enterprises with different sustainability level in general and of different
type is analyzed. Next, diverse personal, market, institutional etc. factors for improving sustainability of Bulgarian farming
enterprises are identified. Finally, directions for further research and practices in sustainability assessments in the sector are
suggested.
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Introduction

Assessment of sustainability of diverse type of farming enterprises is among the most topical academic and
practical (business and policies forwarded) issues as: Andreoli and Tellarini (2000), Bachev (2005, 2009, 2010,
2011, 2013, 2016) Bachev and Petters (2005), Bastianoni et al. (2001), Brklacich et al. (1991), EC (2001), FAO
(2012), Fuentes (2004), Hani et al. (2006), OECD (2001), Rigby et al. (2001), Sauvenier et al.(2015), UN(2015).
Nevertheless, there are no comprehensive studies on sustainability of Bulgarian farming enterprises at current
stage of EU CAP implementation. This article applies a holistic framework for assessing integral, governance,
economic, social, and environmental sustainability of Bulgarian farming enterprises, and assesses sustainability of
holdings in general and of different juridical type, size, specialization, and ecological and geographical location.

First, a hierarchical framework for assessing sustainability level of farming enterprises in Bulgarian is
presented. Second, assessment is made on overall, governance, economic, social, and environmental
sustainability of Bulgarian farming enterprises of different type based on a 2016 survey with managers of 190 typical
holdings. Analysis comprises multi-indicator, multi-criteria, multi-principle, multi-aspect and integral assessment of
sustainability levels in general and for each category of enterprises classified by juridical type, size, specialization,
and location. Third, structure of farming enterprises with different sustainability level in general and of different type
is analyzed. Next, factors or improving governance, economic, social and environmental sustainability of Bulgarian
farming enterprises are identified. Finally, directions for further research and practices in sustainability assessments
in the sector are suggested.
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Conclusion

Our survey includes “typical” and to a certain extent “sustainable” (perspective) farming enterprises, which means
that sample level is higher than the real (average) for the country. Despite that undertaken first large-scale study
on sustainability of Bulgarian farming enterprises let us make important conclusions about the level of enterprises
sustainability in the country, and recommendations for managerial and assessment practices.

Suggested holistic framework gives a possibility to improve assessment, analysis and management of
sustainability of individual enterprises and holdings of different type in general and for major aspects, principles,
criteria and indicators of governance, economic, social and environmental sustainability. That approach has to be
further discussed, experimented, improved and adapted to the specific conditions of operation and development of
farming enterprises of different type, subsector of production, geographical region and ecosystem as well as the
special needs of decision-makers at various levels.

Overall sustainability of Bulgarian farming enterprises is at a good level, with superior levels for
environmental and social sustainability, and inferior level for governance and economic sustainability. Thus
improvement of the latter two is critical for maintaining sustainability of Bulgarian holdings. Governance and
economic sustainability of Bulgarian farming enterprises are low because of the fact that Governance Efficiency
and Financial Stability of holdings are low. Furthermore, low Comparative Efficiency of Supply of Short-term Inputs
in relations to alternative organizations, and unsatisfactory Profitability of Own Capital and Overall Liquidity of farms,
determine the latter. Simultaneously despite that the overall environmental sustainability is relatively high,
Preservation of Agricultural Lands and Biodiversity are relatively low and critical for maintaining the achieved level.
Insufficient Application of Recommended Irrigation Norms, a high level of Soils Water Erosion, and lowered Number
of Wild Animals on farm territory, determines the latter inferior levels.

There are great variations in sustainability levels of enterprises of different type and location as well as in
shares of enterprises with unlike level of sustainability. Distribution of farming enterprises of different type in groups
with diverse levels of sustainability has to be taken into account when forecast the number and importance of
holdings of each kind, and modernize public (structural, sectorial, regional, environmental, etc.) policies for
supporting agricultural producers of certain type, sub-sectors, eco-systems and regions of the country.

Factors which stimulate to the greatest extent the actions of Bulgarian enterprises for improving individual
aspects of sustainability are quite distinct, but the most important are: Access to Advisory Services, Professional
Training of Manager and Hired Labor, Personal Conviction and Satisfaction, Positive Experience of Other Farms,
Available Innovations, Financial Capability, Private Contracts and Agreements, and Registration and Certification
of Products, Services, etc., Market Demand and Prices, Received Direct State Subsidies, Market Competition,
Participation in Public Support Programs, Possibilities for Benefits in Present Moment, Possibilities for Benefits in
Near Future, Tax Preferences, Possibilities for Benefits in Distant Future, Integration with Buyer of Product, Social
Recognition of Contribution, Inmediate Benefits for Other Persons and Groups, Community Initiatives and Pressure
in Region, Policies of European Union, Existing Problems and Risks in Region, Existing Problems and Risks in
Global Scale, Official Regulations, Standards, Norms, etc. All these specific incentives for Bulgarian farming
enterprises as a whole and of different type have to be taken into account in improving public policies and programs
of sustainable development.

National and European mechanisms of regulation and support, which affect to the greatest extent economic
sustainability of the most Bulgarian farming enterprises are: Direct Area Based Payments, National Tops Ups for
Products, Livestock, etc., Modernization of Agricultural Holdings, Green Payments, Support to Semi-market Farms.
Impacts of national and European policies on governance, social and environmental sustainability of Bulgarian
farming enterprises is relatively weak. There are strong differentiations in impacts of individual policy instruments
on sustainability of enterprises of different type and location.

Having in mind the importance of holistic assessments of sustainability of farming enterprises and their
enormous benefits for farm management and agrarian policies, such studies are to be expended and their precision
and representation increased. The latter require a close cooperation between all interests’ parties and participation
of farmers, agrarian organizations, local and state authorities, interest groups, research institutes and experts, etc.



Moreover, the precision of estimates has to be improved and besides on assessments of managers to incorporate
relevant information from field tests and surveys, statistical and other data, and expertise of professionals in the
area.
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Abstract:

Key performance indicators (KP!I) are frequently used in general business to evaluate the success of the entire enterprise.
KPIs play a key role in helping an organization to define and measure its progress towards the defined goals. Structure of
logistics indicators should be defined which can be used for evaluation of the transport activity of a forwarding company.
Evaluation of logistics indicators relating to forwarding activity can provide useful information because the analysis of historic
data provides a real view of the company activity. If we can measure the performance of processes, we can improve it in the
future.

The goal of this study is the performance measurement of road transport activity. At first we elaborated the structure
of transport indicators /time utilization, transport way utilization, weight of transported freight, fuel usage relating to vehicles
and transport trips/ which are our own results.

This research is absolutely original and unique, especially that based on the elaborated structure of transport indicators,
an evaluation software was developed which will be also introduced in this paper. This software was implemented successfully
at a forwarding company.

Keywords: key performance indicator; time utilization; transport way utilization; fuel usage
JEL Classification: L92 ; R42 ; L86
Introduction

A key performance indicator (KPI) is a type of performance measurement. Key performance indicators are
frequently used in every part of our life and in general business to evaluate the efficiency of activities (Gudehus
and Kotzab 2009, Arvis et al. 2014). In this paper the main focus will be the transportation activity because it is one
of the most expensive logistic processes. Road transport is the most significant transport mode because of the
78% of the total transport volume is the road transport in Europe.

Flexible production (or service) and logistics is needed to answer the demands of the rapidly changing
economics and dynamic customer demands. The development of business processes can by realized only by high
transparency and by the continuous monitoring of the efficiency of the systems. If we can measure the actual
performance of processes, we can improve it in the future. Evaluation of logistics indicators can provide useful
information because the analysis of historic data provides a real view of the company activity. These data provided
by the own developed software can help the strategic decision making of general management, optimization of
transport processes and making short and long term operative plans.



Conclusions

A key performance indicator (KPI) is a type of performance measurement. The performance of activities can not
be improved unless it can be measured. Evaluation of logistics indicators relating to forwarding activity can provide
useful information about the activity of the company.

The goal of this study was the performance measurement of road transport activity. At first we elaborated
the structure of transport indicators /time utilization, transport way utilization, weight of transported freight, fuel
usage relating to vehicles and transport trips. This research is absolutely original and unique, especially that based
on the elaborated structure of transport indicators, an evaluation software was developed.

Our software was developed especially for SMEs; which enterprises can not invest in expansive ERP
systems. Based on the customer demands we elaborated the structure of KPIs, which are necessary and enough
to strategic decision making of general management, optimization of transport processes and making short and
long term operative plans. Further advantage of our software that absolutely fit to the customer demands and very
cost effective. The developed software was implemented successfully at the forwarding company; other enterprises
are also interesting on this software.

Recently we are working on implementation of further indicators into the software which can be provide
more precise and detailed evaluation of the transport activity. Our plan for the future is to develop an “expert system”
module for the software which can make suggestions automatically after the evaluation of transport activity.
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Abstract:

The relevance of the study is determined by the need to ensure the sustainable development of local (regional) passenger
transport systems located in large regions, where transport has a social significance. The basic approach to the study of this
problem is a consideration of the economic security of the transport system subjects in the process of sustainable development.
The economic stability of the transport system subjects is considered from the perspective of building a relationship between
them by providing transport services at minimal cost and with a maximum useful effect. This condition can be achieved by
using standard costs and forming economically sound tariffs for transportation services.

Using the example of road passenger transport of Krasnoyarsk Krai (the Russian Federation), the paper considers
how the tariff for transport services defined with account of the maximum normative capacity of each cost item enables to
ensure the balance of economic interests of transportation participants and economic security of the transport organizations,
as well as to create conditions for sustainable development of the entire regional transport system.

The article information may be useful when planning and adjusting the regional transport system management and
creating conditions for balanced development of the transport system.

Keywords: sustainable transport; economic security; economically sound tariff
JEL Classification: R48; R13



Introduction

In the early 215t century, particular attention was given at the international level to the development of transport and
increasing its responsiveness in rapidly changing economic and ecological environment (Ebinger et al. 2015).
Today, within the framework of the theory and practice of sustainable development of economic systems the
following issues are studied: availability of public and private transport in major cities, optimization of the route
network utilization, search for effective models of cooperation and achievement of a balance of interests of
transportation companies, government agencies and the public, on the background of the need to reduce the
negative impact of transport (Ramaswami et al. 2016, Knez et al. 2014).

For any state, transport is not only an instrument of serving the national interests and granting a worthy
place in the world economic system, but it is also a means of ensuring the country's efficient internal infrastructure.
Sustainable transport development is a guarantee of free movement of goods and services both inside the country
and abroad, providing competition and freedom of economic activity and ensuring the integrity of the state and its
national security. As a consequence, it improves the conditions and standard of living of the population, and this,
in turn, has an undeniable impact on the external economic activity of the country (Babkina et al. 2015). Transport
infrastructure is the engine of urban development and prosperity in terms of accessibility and mobility (Wei et al.
2016, Jones et al. 2015).



Conclusion

The practice established at the level of federal legislation and applicable in many regions of Russia, including
Krasnoyarsk Krai, consists in the situation when the executive authorities delegate to a business entity, regardless
of its organizational and legal form, the right to provide passenger transportation services and reserves the right to
control its activities in terms of quality and pricing (tariff formation). This practice has been efficient in achieving the
balance of economic interests. At the same time, the implementation of such measures leads to the limitation of
market mechanisms. It is obvious that the effective use of compensatory mechanisms (subsidies, incentives to
business entities and others) and, thereby, ensuring sustainable development of the transport system as a whole
are improved in the case where there are data known about both the exact number of passengers transported
using a specified tariff, and the exact values of technical and operational parameters of the bus operation: loaded
run, vacant run, and others.

Given the dynamics of changes in the economic environment, the tariff model should not lag behind the
development of the transport system. It is especially important to include in the tariff the costs needed for the
economic security of the transport system subjects. Completeness and timeliness of cost accounting in the tariff
appears here as the basic properties of the tariff model. The completeness of cost accounting determines the need
for costs structure, and timeliness of accounting determines the need for sufficiency of cost in the current tariff
model in order to secure the necessary economic conditions to support sustainable development of the subject in
future periods.

The need for timely accounting of costs in the tariff in the context of absence of excessive profitability reflects
the need to bear costs today to achieve the desired effect in the future. Perhaps the solution of this problem can
be considered as a classic example of investment in transport emission mitigation measures, transport safety and
the introduction of intelligent systems. The solution of all these problems involves expenditure in the current period
in order to obtain a more substantial but delayed effect in the future. Achieving a conditional consent (social
contract) of the transportation market participants with such a model of behavior, including the agreement to work
with such a tariff model, is the subject to transport system control carried out, as a rule, at a local (regional) level.

We had considered a dynamic model of transport service tariff, which includes not only the structure and
the specific amount of certain expenses, but also the operating features of the cost object, i. e. the bus. The use of
the proposed model provides sufficient grounds for establishing specific relationships between external factors and
the level of economic security of the transport system subject.

The values of some parameters of tariff models are determined based on the target indicators of
performance of transportation companies. Thus, the average daily operating time of the bus on duty shall not fall
below a certain value, i. e. the rolling stock, as an element of the active part of fixed assets, should be sufficiently
used in the transportation process.

The key problem of increasing the economic security is increasing the efficiency of resource use, reducing
the negative impacts of technological production processes on the environment, and personnel development.

Acknowledgement

This article was prepared with the financial support of the Krasnoyarsk Regional Fund for Support of Scientific and
Technical Activities.

References

[1] Al-Atawi, A. M., Kumar, R., and Saleh, W. 2016. Transportation sustainability index for Tabuk city in Saudi
Arabia:  An  Analytic  Hierarchy  Process.  Transport, 31 (1): 47-55. Available at:
http://dx.doi.org/10.3846/16484142.2015.1058857

[2] Babkina, T. V., Buravova, A. A, and Trembach, K. I. 2015. Specificity and interrelationship of economic security
and the country's transport complex. Science of Science, 7(5). Available at: http://naukovedenie.ru/pdf/
182evn515.pdf. DOI: 10.15862/182evn515




[3] Black, W. R., and Nijkamp, P. 2002. Social change and sustainable transport. Indiana University Press. ISBN:
978-0-253-34067-2

[4] Boelie, E., Geels, F. W., and Green, K. (Eds.) 2004. System Innovation and the Transition to Sustainability:
Theory, Evidence and Policy. Edward Elgar Publishing. ISBN: 978 1 84376 683 4

[5] Borzunov, A. A. 2014. Cluster integration as a factor of economic security in the transport sector. Transport
business in Russia, 5: 42-46.

[6] Ebinger, J. O., Vandycke, N., and Rogers, J. A. 2015. More climate finance for sustainable transport. The World
Bank. No. 22296. DOI: http://dx.doi.org/10.1596/0-8213-3598-7

[7] Henning, T. F. P., Muruvan, S., Feng, W. A., and Dunn, R. C. 2011. The development of a benchmarking tool
for monitoring progress towards sustainable transportation in New Zealand. Transport Policy, 18(2): 480-488.
Available at: http://dx.doi.org/10.1016/j.tranpol.2010.10.012

[8] Hensher, D. A. 2007. Sustainable public transport systems: Moving towards a value for money and network-
based approach and away from blind commitment. Transport Policy, 14(1): 98-102. Available at:
http://dx.doi.org/10.1016/j.tranpol.2006.10.004

[9] Jones, S., Tefe, M., Appiah-Opoku, S. 2015. Incorporating stakeholder input into transport project selection —a
step towards urban prosperity in developing countries? Habitat International, 45: 20-28. DOI:
10.1016/j.habitatint.2014.06.017

[10] Knez, M., Celik, A. N., and Muneer, T. 2014. A sustainable transport solution for a Slovenia town. International
Journal of Low-Carbon Technologies, 10 (4): 386-392. DOI: 10.1093/ijlct/ctu007

[11] Mezhokh, Z. P., and Yushkova, I. A. 2012. Questions of maintaining the level of economic security of
transportation companies. Transport Business in Russia Journal, 6-1: 111-114.

[12] Ramaswami, A., Russell, A. G., Culligan, P. J., Sharma, K. R., and Kumar, E. 2016. Meta-principles for
developing smart, sustainable, and healthy cities. Science, 352(6288): 940-943. DOI:
10.1126/science.aaf7160

[13] Tatarkin, A., Romanova, O., Kuklin, A, and Yakovlev, V. 1996. Economic security as the object of a regional
study. Economic Issues, 6: 78-89.

[14] Wei, H. H., Liu, M., Skibniewski, M. J., Balali, V. 2016. Conflict and consensus in stakeholder attitudes toward
sustainable transport projects in China: An empirical investigation. Habitat International, 53: 473-484. Available
at: http://dx.doi.org/10.1016/j.habitatint.2015.12.021

[15] Zheng, J., Atkinson-Palombo, C., McCahill, C., O'Hara, R., and Garrick, N. 2011. Quantifying the economic
domain of transportation sustainability. Transportation Research Record: Journal of the Transportation
Research Board, 2242: 19-28. Available at: http://dx.doi.org/10.3141/2242-03




Identification and Analysis the Possible Factors Obstructing a Successful
Integration of Turkish Migrants in Germany

Otilia ZORKOCIOVA

Faculty of Commerce

University of Economics in Bratislava, Slovakia
ozorkoci@hotmail.com

Lucia DURANOVA

Faculty of Commerce

University of Economics in Bratislava, Slovakia
duranovalucia@gmail.com

Suggested Citation:

Zorkéciova, O., Duranovd, L. 2017. Identification and analysis the possible factors obstructing a successful integration of
Turkish migrants in Germany. Journal of Applied Economic Sciences, Volume XII, Spring, 2(48): 472 — 481.

Abstract:

This paper deals with identification and analyses possible factors obstructing successful integration of several generations of
Turkish migrants in Germany, based on the analysis of MIPEX model, as a unique specific index for the evaluation of migration
integration policy based on its score. There are already 3 generations of Turks living in Germany and their full integration of
Turks is not possible due to the existence of several problematic areas, including in particular: higher unemployment rate of
immigrants in comparison to locals, xenophobic attitude of majority society and immigrants” lack of education. Therefore,
Germany should put more emphasis on the improvement of integration measures, which ensure the most effective immigrants”
integration into majority society. German government should focus more attention on the problems in education system for the
young generation of Turks and other legal immigrants in the country.
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Introduction

There are relatively few phenomena as intensively intertwined with human history since its very beginning as
migration. Today’s world characterized by constantly increasing globalisation, accompanied on one hand by
internationalisation and integration tendencies, on the other hand by deepening of discrimination and widening of
socio-economic gaps among regions, countries, human societies and individuals, has brought migration
phenomena into unprecedented dimensions, increasing also its socio-economic and political-security impact on the
international scene.

Globalisation is an extremely complex and diverse process. Therefore, it is currently very difficult and
complicated to clearly identify the direction, details of indication, and the extent of further development of this
process (Kosir, Rosenberg 2007). Globalisation is associated with the world economy development, increasing
importance of the global economic environment and it is a result of interaction of many trends and factors (Balaz
et al. 2010) Migration is one of the most important trends in globalisation processes. We record the mobility of
migrants which is changing the politics, demography and economy of individual countries as well as of entire
regions. Migration can be characterized as a temporary or permanent movement of individuals or groups of people
from one place to another, due to various reasons; from better work opportunities to persecution (Zanker 2008). It
interferes with all the spheres of human communities and individuals, in their countries of origin, transits, as well as
in their “dream” destinations.

Communities of many European countries affected by migration have been recently experiencing the
atmosphere of so-called “moral panic’ due to rising immigration tendencies and related ethnical and religious
diversity. The folk theory, now used to criticize a certain version of the idea of multiculturalism, is that in the past



immigrants wanted to integrate and to look as much as possible like the natives, while now they want to preserve
their identity and thus the heterogeneity of societies in the EU and the USA is increasing. As a consequence,
cultural barriers to immigration, it is argued, should be strengthened (Gligorov 2006). Countries exposed to
immigration pressure emphasize the importance of successful integration of immigrants. They are searching for
the most acceptable ways to integrate diverse groups of migrants, characterised by different ethnicity and cultural
background, into the majority society of the country. Integration of culturally diverse nationalities into the society of
host country requires a complex approach as well as a higher level of cultural understanding.

The aim of this article is to identify and analyse possible factors obstructing successful integration of several
generations of Turkish migrants in Germany, based on the analysis of MIPEX model, as a unique specific index for
the evaluation of migration integration policy based on its score.



Conclusion

Since 1961, the migration of labour immigrants from Turkey has been constantly increasing, resulting in Turkish
immigrants becoming the largest ethnical group in Germany and creating the necessity for their successful
integration into majority society. Even though there are already 3 generations of Turks living in Germany, problems
regarding their cultural integration keep constantly appearing and worsening their position on labour market. Full
integration of Turks is not possible due to the existence of several problematic areas, including in particular: higher
unemployment rate of immigrants in comparison to locals, xenophobic attitude of majority society and immigrants’
lack of education. Comparison of the unemployment (a key indicator of successful economic integration) between
the locals and the immigrants (mostly represented by the immigrants of Turkish origin) has clearly shown their
insufficient participation in German labour market. Regarding the second-generation, as the main obstacle
eliminating the employment chances on German labour market we consider low education level of Turkish
immigrants. The youngest generation of Turks struggles with identity dilemma. “When | am in Turkey | feel like
German, but in Germany | am perceived by others as a foreigner.” Most second-generation and third-generation
Turks have created emotional and cultural ties to Turkey, the country of origin of their parents, as well as to
Germany, where they currently live, and therefore we can say that they live in two contradictory cultures, strictly
separating their public and private lives. German culture dominates during work time or studying time at school, but
in private lives Turkish immigrants keep their original cultural customs and traditions, including regular prayers in
mosques and respect for the month of fasting - Ramadan.

In the past decade, noticeable migration of Turks back to Turkey has been recorded. In our opinion, the
trend of young Turkish immigrants towards the emigration back to Turkey is not as strongly associated with failed
integration, as rather with the problem of social inequality in Germany, since in many cases even the excellent
education does not guarantee them appropriate and expected working positions on the labour market. Insufficient
integration, discrimination, identity dilemma and better economic prospects in Turkey emerge as main pushand pull
factors for the emigration of young generation Turks from Germany to Turkey. For the verification purposes of the
key problems of Turks” integration in Germany we focused our attention on the evaluation of immigrant integration
policy in Germany via internationally recognize MIPEX. Within this evaluation of German immigrant integration
policy several negative aspects have appeared, which we can consider as possible obstacles in successful
immigrants” integration into this country, including:

= the delay of family reunification to a greater extent than in any other European country;

= the existence of education and performance gap between local students and students with the immigration

background;

= the lack of support provided to immigrants in access to health services;

= the possibility of obtaining dual citizenship concerning in particular large Turkish community in the country

until 2014;

= the lack of immigrants” participation in political life;

= weaker protection of the immigrants against the national discrimination in some areas of life, such as

housing and health care.

Despite the fact that Germany ranked 10t in MIPEX latest evaluation list in 2014, there is still a room for
improvement in its integration policy. Therefore, Germany should put more emphasis on the improvement of
integration measures, which ensure the most effective immigrants” integration into majority society as well as on
the elimination of possible risks associated with the possibility of economically, socially and culturally divided society
or even closed immigration communities. In our opinion, education is the key factor supporting immigrants’
integration process and influencing their future professional careers. Therefore, German government should focus
more attention on the problems in education system for the young generation of Turks and other legal immigrants
in the country. The question arises whether the phenomenon of “migration crisis”, associated in particular with the
huge increase of irregular migration, will affect the integration immigration policy of the EU and its member countries
not in the terms of liberalization, but on the contrary, in the terms of tightening, affecting all the immigrants, including
the legal ones, what is actually already happening today.
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Abstract:

This paper examines the impact of stock markets on economic growth in Cote D’lvoire, Ghana, and Nigeria using three proxies
to determine whether the impact of stock markets on economic growth is sensitive to the proxy used to measure stock market
development. It also seeks to determine whether the impact of stock markets on economic growth is sensitive to the inclusion
of banking development indicator in the regression. After accounting for structural breaks and cross-sectional dependency, the
study reveals that stock markets have positive impact on economic growth in all the countries, albeit the impact is not very
robust in Ghana. The results are neither sensitive to the proxy used to measure stock market development nor the inclusion
of banking development indicator in the regression. This implies that stock market is a complement rather than a substitute for
banking development in the process of economic development in West African countries. Thus, the countries should strengthen
policies that promote all aspects of stock market development in order to accelerate sustainable economic development.
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Introduction

The growth and proliferation of stock markets globally in the last three decades underscore the belief that stock
markets could be deployed as ingredients for accelerating economic growth and development. For instance, the
number of stock markets in Sub-Sahara Africa has been increasing astronomically since 1980. Similar trends were
witnessed in many developing economies in Eastern Europe, Asia and Latin America. However, the West African
sub-region witnessed a proliferation of stock markets in recent years, but prior to mid-2000s, there were only three
functional stock markets in West Africa located in Nigeria, Cote D’lvoire and Ghana. The period of the development
and proliferation of stock markets in West Africa coincided with the period that the sub-region experienced a
remarkable economic growth relative to Europe, Asia and Latin America. Can the development of stock market
help to explain variations in economic growth in West Africa region?

Thus, a well-developed and functional stock market is seen as a veritable ingredient of economic growth
because it reduces the costs of savings mobilization, facilitates productive investments and allocates resources to
investments with higher returns. Though many profitable investments require long-term capital, but most savers
are unwilling to relinquish their capital for a long time. Hence, a very liquid stock market provides the opportunity
for savers to trade their equity and also for investors to have permanent access to capital through equity issue. A
liquid stock market is also capable of increasing the incentives for investors to have access to information about
firms and their profitability. Finally, internationally integrated stock markets allow international risk sharing, improve
allocation of resources and promote economic growth and development.



Nevertheless, the relationship between stock market and economic growth has been a subject of debate
among researchers as there are empirical evidence to either support or disprove the link between the two variables.
Levine and Zervos (1998), Beck and Levine (2004) found that stock market liquidity has positive and robust
relationship with long-run economic growth. Notwithstanding, the relationship between stock markets and economic
growth in developing countries is still unclear and this could be the consequence of the low level of development
of stock markets and the economies. Though Levine and Zervos (1998) revealed that stock markets liquidity has
positive impact on economic growth, capital accumulation and productivity improvements because stock markets
provide different services from banks, they also discovered that the size, volatility and international integration of
stock markets have no robust link with economic growth.

Also, Ahmad et al. (2012) revealed that stock markets play insignificant role in promoting economic growth
in developing countries such as Pakistan and Bangladesh. Similarly, Singh (1997) revealed that though stock
markets development has been an integral part of the internal and external financial liberalization in most
developing countries in the 1980s and 1990s, but this development is unlikely to achieve faster long term economic
growth and quicker industrialization. These he adduced to the volatility and arbitrariness of the stock market pricing
process, the unfavourable interaction between stock markets and currency markets and the undermining of banking
system. Donwa and Odia (2010) also found no evidence of significant causal relations from stock market to
economic growth in Nigeria. As noted by Arestis et al. (2001), Handa and Khan (2008) and Odhiambo (2010), the
impact of stock markets on economic growth could vary from one country or methodology or proxy to another, and
it could also be sensitive to the time period (whether in the long-run or short-run).

The above analysis revealed the absence of consensus on the relationship between stock markets and
economic growth among researchers. It also showed lack of agreement on which proxy or time period that stock
market is more growth-enhancing. Hence, the specific objectives of this study are: (i) to examine the impact of stock
market development on economic growth in West Africa countries (ii) to determine whether the impact of stock
markets on economic growth is sensitive to the proxy used to measure stock market development. (iii) to investigate
whether the inclusion of banking development indicator in the regression affect the impact of stock market
development on economic growth in West Africa countries.

Though this is not the first attempt to examine the simultaneous impact of stock market and bank on
economic growth (Beck and Levine 2004, Naceur and Ghazouani 2007), but this study differs significantly from
previous studies. Hence, it intends to contribute to the existing literature in four-folds: Firstly, unlike other parts of
the world where some literature link stock market and banking development to economic growth, the nexus between
these variables in the West Africa sub-region has been less thoroughly explored. Also, some previous studies
usually transform the annual data to 5-years non-overlapping averages so as to avoid accounting for integration,
structural breaks and cross sectional dependence. Baltagi et al. (2009) argued that taking 5-years averages of
annual data because of cyclical concerns leads to loss of many observations that could affect the statistical
significance of the variables. But this present study uses annual data and empirical strategy that accounts for
integration, structural breaks and cross-sectional dependence. This is fundamental because Narayan and Smyth
(2008) argued that the presence of structural breaks in time series data could distort the long-run equilibrium
relationship between two variables and leads to misleading conclusion. Also, Pesaran (2006) asserted that
parameters estimates could be substantially bias and their sizes distorted if cross-sectional dependence is
overlooked.

Secondly, unlike some previous studies that used one proxy, this study uses three proxies that measure
different aspects of stock market such as the size, liquidity and efficiency as well as two proxies for banking
development. The use of only one proxy could produce misleading results and leads to wrong conclusion. It is
expected that the link between the various aspects of stock market and bank development with economic growth
would be unveiled. As observed by Naceur and Ghazouani (2007), the use of all the indicators that measure the
size, liquidity and efficiency of the stock market provide more information about stock market development than
using only one indicator.

Third, the inclusion of banking development indicator in the regression enables us to investigate whether
stock markets provide services different from the services provided by the banking sector. Levine and Zervos (1998)



opined that the services stock markets provide are different from the services provided by the banks, hence, stock
market liquidity is positively correlated with economic growth, capital accumulation and productivity improvements.
Finally, unlike some previous studies, this study focuses on developing countries. The scope is limited to the three
major stock markets in West Africa region because the other West African countries recently established their stock
markets and consequently do not have stock markets data. Also, Nigeria, Ghana, Cote D’Ivoire have embarked on
stock markets reforms in recent times leading to the development of the stock markets. These three countries are
probably the largest economies in West Africa region, and their findings will be useful to other developing countries
in Africa, Asia and Latin America that are vigorously pursuing stock market reforms.

Besides this introduction, the remaining parts of the paper is divided into four sections. Section 2 examines
the related literature while section 3 presents the methodology employed in the study. Section 4 contains the
empirical results and findings. The last section concludes the study with some policy options.



Conclusion

This paper examine the impact of stock market development on economic growth in West African countries using
three proxies that measure different aspects of stock market development. Market capitalization relative to GDP,
value of stock traded relative to GDP and turnover ratio measure stock market size, liquidity and respectively
efficiency. The analysis provided the opportunity to determine whether the impact of stock market on economic
growth is sensitive to the proxy used to measure stock market development. It also sought to determine whether
the impact of stock market on economic growth is sensitive to the inclusion of banking development indicator in the
regression. Since the study revealed the existence of cross-sectional dependence among the countries in the panel,
the study used empirical strategy that account for cross-sectional dependence.

Evidence from the study revealed that stock market development has positive impact on economic growth
in Cote D’Ivoire, Ghana and Nigeria, albeit, the impact is not very robust in Ghana. All the proxies of stock market
development yielded almost the same results in all the countries suggesting that the impact of stock market on
economic growth is not sensitive to the proxy used to measure stock market development. Furthermore, the
inclusion of banking development indicator in the regression did not alter the results substantially, implying that
stock market is a complement rather than a substitute for banking development in the process of economic
development in West African countries. Also the banking development indicators included in the model were found
to be positively related to economic growth in Cote D’Ivoire. Thus, West African countries should strengthen policies
that promote all aspects of stock market development in order to accelerate sustainable economic development.
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Abstract

One of the primary social and economic tasks to be solved for the innovational development of the Russian economy is the
enhancement of the individual investors’ investment activity. The article shows the most important factors that contribute to
enhancing the investment activity of individual investors through the market of mutual investment funds on the basis of the
revealed advantages of the joint investment institute under consideration. The authors of the work offer ways to enhance
the investment activity of individual investors, including by improving functioning of mutual investment funds and their
infrastructure. The article offers a system of indicators related to the social and economic development of Russia that was
formed on the basis of analyzing the environment indicators of the mutual investment funds market. It is offered to supplement
the system developed by the authors with the following elements: number of open-ended mutual investment funds, price of
net assets of open-ended mutual investment funds, and inflow (outflow) of the capital in open-ended mutual investment funds.
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Introduction

In Russia the market of joint investment like any other is represented both by formal and informal institutes
(Maksimova 2016). However, its main members are institutional investors: joint stock and mutual investment funds,
bank-managed mutual funds and private pension funds. Mutual investment funds are the most active members
among the above subjects. That is why the research authors focus their attention on their activity.

Functioning of mutual investment funds is closely related to the investment activity of individual investors.
Within this article, individual (small) investors will mean individuals who have inconsiderable capital and are not
professionals of the financial market. The second emphasis of the research is made on small investors and their
investment activity.

One more, third, emphasis of the work has a uniting nature. The authors consider the system of indicators
related to the market of mutual investment funds as an indicator of the social and economic development (as
applied to Russia).

The article will answer the following questions:

= can the mutual investment fund be considered as an institute to increase the individual investors’

investment activity?

1117997, Russia, Moscow, Stremyanny Lane, 36



= what opportunities to enhance the individual investors’ investment activity are there on the market of

mutual investment funds?
= how does the system of indicators of the mutual investment funds market estimate the social and economic

development of Russia?

It is necessary to note that this work is a part of the authors’ research on the stated problem related to the
interrelation of the mutual investment funds market and social and economic development of Russia. The article
“Investment Funds Market of as an Indicator of the Country's Social and Economic Development” has already been
published within this research (Vershinina, Goryainova, Zhdanova, Maksimova 2016).



Conclusion

“In spite of the global geo-political instability that affects the environment of the global financial markets”
(Zhdanova, Perepelitsa 2015), the interest to mutual investment funds remains, although it becomes weaker and
weaker. They act as institutes to enhance the investment activity of individual investors with no considerable capital
thanks to professional assets management, lack of the necessity to get additional education, inconsiderable time
expenses, diversification of investments, possibility to manage investment risks, optimization of the correlation
“profitability — risk — liquidity”, diversity of ways to enter the market, simple and clear scheme of the obtained profit
taxation at the basic rate, strict legislative regulation, and informational openness.

The ways to enhance the individual investors’ investment activity on the market of mutual investment funds
shown in the article will contribute not only to increasing the level of life of investors themselves by earning additional
income by them but will also create conditions for the inflow of capital in the country economy through the market
of joint investment. It will also have a positive impact on the social and economic development of Russia.

Studying characteristics of the Russian market of mutual investment funds allows to form the system of
indicators related to social and economic development of the country (as applied to Russia) that includes the
number of open-ended mutual investment funds, price of net assets of open-ended mutual investment funds, inflow
(outflow) of the capital in open-ended mutual investment funds.

All the above indicators say, firstly, about high market volatility. Secondly, they show negative market
tendencies that under other equal conditions display the low interest of individual investors in the market of joint
investing and market of mutual investment funds, in particular. In its turn it shows unfavorable social and economic
situation in Russia.
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Abstract:

This study aims to assess the degree of dynamic integration in developed and emerging stock markets and to investigate
various factors fostering the integration of those markets. Dynamic conditional correlation (DCC) technique was used to identify
the degree of dynamic correlation between two stock markets returns and henceforth it was applied as a measure for assessing
the degree of integration. We employed panel data regression and GARCH (1,1) techniques to investigate its determinants
using data observed during the period January 2000 to May 2016 on a monthly basis from four countries selected. Result
obtained from the assessment indicated that different pairs of international stock markets displayed differing degree of
integration. The investigation on the effects of its determinants suggested that interest rate and exchange rate volatility had
negative effect on the degree of market integration. Furthermore, inflation rate had no effect, while crisis condition and return
volatility increased the degree of market integration. Specifically, significant role of those factors in explaining dynamic
integration was only found in emerging stock markets.
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Introduction

The removal of various explicit barriers gradually to international trade and investment exhibits to have lasted since
last three decades. Financial liberalization generally refers to the removal of direct or institutional barriers that
include legal restrictions on cross-border securities trade, foreign exchange regulation, repatriation limits, taxes,
and transactions costs. Liberalization and open financial markets should allow global investors to enter the market,
buy domestic stocks and apply international portfolio diversification. This will eventually lead to the demands and
the urgent need for firms’ management to increase transparency and accountability that will generate a growing
resources allocation, reduce the risk of holding stocks and reduce cost of capital, which in turn leads to increased
real assets investment and higher economic welfare (Arouri, Nguyen, and Pukthuanthong 2012, Diamandis 2008,
Kim and Singal 2000).

Financial liberalization implemented by developed countries have a series of major objectives such as the
strengthening of financial integration in order to obtain a number of benefits including risk diversification, volatility



stabilization, cost of capital reduction, informational efficiency improvement, and capital inflows movement in
providing funding for many domestic investment projects in developing stock markets. The benefits may ultimately
increase economic growth (Bekaert and Harvey 1997, 2003). Therefore, integration of stock markets is a central
concept in the field of international finance and investment.

Consequences of financial liberalization and integrated financial markets, on the one hand, have a positive
impact as stated above. However, large-scale capital inflows contain certain risks in the recipient country, especially
when their financial systems are not sufficiently advanced, and domestic macroeconomic and financial policies are
weak or inconsistent (Alper and Yilmaz 2004). Furthermore, Bekaert and Harvey (1995) and Phylaktis and
Ravazzolo (2002) argue that financial liberalization makes financial markets to be more integrated to the global
international financial movements so that is more sensitive to external shocks. Economic events show that the
financial turmoil does not occur alone on a country or a region. In addition, volatility spill over is a consequence of
financial interdependence between stock markets. Many stock markets have received systemic impact and volatility
spill over caused by the delivery of information spill over from other markets (Fleming, Kirby, and Ostdiek 1998).

The integration among the world’s stock markets is of importance for both international investors and policy-
makers. For international investors, the integration determines the opportunities for international portfolio
diversification. They need to understand the forces behind the interdependence of stock markets in order to realize
the potential risks and rewards of global diversification. For policy-makers, it can result in contagion effects due to
which the price changes and potential errors are transmitted across markets. Contagion effects have been
magnified by the major events affecting stock markets such as the global financial crisis. They need to understand
the driving forces behind the integration since contagion means irrational capital flows, especially capital outflows
when capital is needed the most (Lean and Smyth 2014, Pretorius 2002).

From the perspective of analytic techniques, they are increasingly sophisticated in examining topic of
markets integration so as to enrich the expansion of analysis and reduce the weaknesses of previous techniques.
Considering that risk premium on equities and financial integration processes appear to vary over time caused by
the degree of economic integration varies over time for a given pair of countries (Bekaert and Harvey 1995, Guesmi
and Teulon 2014, Harvey 1991, Kearney and Lucey 2004) and dynamic development of economic and business
factors, the previous studies among others Karolyi and Stulz (1996), Karim and Ning (2013), Dorodnykh (2014)
require expansion of analysis.

Zonouzi, Mansourfar, and Azar (2014) reveal that in most previous studies, Pearson correlation test was
used to analyze the short-term relationship between market prices. Recent empirical studies, however, show that
the correlation between equity returns varies over time. Therefore, they use DCC model to review the conditional
correlation varying over time. Other studies using the DCC technique were conducted by Kuper and Lestano (2007),
Chiang, Jeon, and Li (2007), Diamandis (2008), Arouri and Nguyen (2010), Christoffersen, Errunza, Jacobs, and
Jin (2014), Majdoub and Mansour (2014).

Our study differs from the previous studies on factors influencing degree of market integration in term of the
analytic technique. Our study accommodates integration process varying over time by applying dynamic conditional
correlation (DCC) as a measure of integration and it becomes dependent variable in our model. DCC technique
was proposed by Engle (2002) and has been adopted in several studies to examine the degree of integration
between stock markets. In addition, from the scope of discussion, literature on how stock markets are integrated
has been widely studied in various countries. However, it still can be counted as the study investigating on forces
affecting the degree of stock market integration (Karim and Ning 2013, Mobarek and Mollah 2016, Pretorius 2002).
Because it was still scarce and less complete and to take advantage of increasingly sophisticated analytic
technique, our research attempts to fill the gap.

According to three categories of literature on stock markets interdependence stated by Pretorius (2002), we
examine the first and the third categories. We investigate stock markets interdependence to determine how specific pairs
of stock markets are integrated and attempt to explain why the stock markets are integrated. Section 2 provides a
literature review on stock market integration covering theory and definition; several previous studies that examine the
presence of integration and its determinants in various countries. The data and methods are explained in Section 3. The
results and discussion are given in Section 4, and Section 5 presents the conclusions generated from this study.



Conclusion

Based on the analysis and discussion in previous section, one can be concluded that the degrees of integration
among the stock markets are relatively low as a whole. The pair of stock markets between two developed countries
has a higher degree of integration than the pair of emerging stock markets. While the pair of stock markets having
different class (between developed and emerging stock market) shows that its degree of integration lies in between
pairs of stock markets having the same class. By adding the assets of emerging markets into assets portfolio of
developed markets potentially increases benefits of international portfolio diversification that depends on degree of
correlation between stock market returns. Therefore, it is necessary to analyze combination among stock markets
of developed and emerging countries.

Based on the analysis of factors driving the dynamic integrations among stock markets, the results
empirically demonstrate that interest rate and exchange rate volatility have a negative effect on the degree of stock
market integration. This means that the lower the interest rate difference between a country with other country, and
the lower the volatility of exchange rates, the higher the degree of the stock market integration. The global financial
crisis and stock markets volatility have a positive effect on the degree of stock market integration. This means that
the degree of integration among stock markets appears to be higher during the crisis period and high volatility.
Meanwhile, the inflation rate has no effect on the degree of integration.

This research can be one of the important considerations for stock market participants, especially
international investors to understand the magnitude of the degree of integration and factors driving the degree of
integration, which are interest rate, exchange rate volatility, market and macroeconomic conditions, and market
volatility. Thus, they can make decisions on selected stock markets that should be included in the portfolio
diversification. In addition, they can determine their position accurately and quickly in the trade, reduce uncertainty,
and maximize their capital gains.

In the analysis of this research, the model used is relatively simple, only OLS, pooled data, and GARCH(1,1)
techniques. For subsequent studies, it needs to be extended with lagged conditional variance of error term and
squared error term in several periods by employing an iterative process and a variety of other GARCH models to
obtain the best model. In addition, there are many other potential determinants that have not been explored by
considering the type of data that have pursued higher frequencies.

References

[1] Alper, C. E., and Yilmaz, K. 2004. Volatility and contagion: evidence from the Istanbul Stock Exchange.
Economic Systems, 28(4): 353-367. DOI: 10.1016/j.ecosys.2004.08.003

[2] Arouri, M. E. H., and Nguyen, D. K. 2010. Time-varying characteristics of cross-market linkages with empirical
application to Gulf stock markets. Managerial Finance, 36(1): 57-70. DOI: 10.1108/03074351011006847

[3] Arouri, M. E. H., Nguyen, D. K., and Pukthuanthong, K. 2012. An international CAPM for partially integrated
markets: Theory and empirical evidence. Journal of Banking & Finance, 36. 2473-2493. DOI:
10.1016/j.jbankfin.2012.05.004

[4] Arshanapalli, B., and Doukas, J. 1993. International stock market linkages: Evidence from the pre- and post-
October 1987 period. Journal of Banking and Finance, 17: 193-208. DOI: 10.1016/0378-4266(93)90088-U

[5] Baltagi, B. H. 2005. Econometric Analysis of Panel Data (3 ed.). The Atrium, Southern Gate, Chichester,
West Sussex, England: John Wiley & Sons Ltd. ISBN-10 0-470-01456-3

[6] Bekaert, G., and Harvey, C. R. 1995. Time-varying world market integration. The Journal of Finance, L(2). DOI:
10.1111/).1540-6261.1995.tb04790.x

[7] Bekaert, G., and Harvey, C. R. 1997. Emerging equity market volatility. Journal of Financial Economics, 43:
29-77. DOI: 10.1016/S0304-405X(96)00889-6



[8] Bekaert, G., and Harvey, C. R. 2003. Emerging markets finance. Journal of Empirical Finance, 10: 3-55. DOI:
10.1016/S0927-5398(02)00054-3

[9] Bollerslev, T. 1986. Generalized Autoregressive Conditional Heteroskedasticity. Journal of Econometrics, 31:
307-327. DOI: 10.1016/0304-4076(86)90063-1

[10] Bracker, K., Docking, D. S., and Koch, P. D. 1999. Economic determinants of evolution in international stock
market integration. Journal of Empirical Finance, 6: 1-27. DOI: 10.1016/S0927-5398(98)00007-3

[11] Chen, N.-F., Roll, R., and Ross, S. A. 1986. Economic forces and the stock market. Journal of Economic
Literature, 41(2): 478-539. DOI: 10.1086/296344

[12] Chiang, T. C., Jeon, B. N., Li, H. 2007. Dynamic correlation analysis of financial contagion: Evidence from
Asian markets. Journal of International Money and Finance, 26(7): 1206 - 1228. DOI:
10.1016/}.jimonfin.2007.06.005

[13] Choudhry, T. 1994. Stochastic trends and stock prices: an international inquiry. Applied Financial Economics,
4(6): 383-390. DOI: 10.1080/758518670

[14] Christoffersen, P., Errunza, V., Jacobs, K., Jin, X. 2014. Correlation dynamics and international diversification
benefits. International Journal of Forecasting, 30(3): 807-824. DOI: 10.1016/j.ijfforecast.2014.01.001

[15] Diamandis, P. F. 2008. Financial liberalization and changes in the dynamic behaviour of emerging market
volatility: Evidence from four Latin American equity markets. Research in International Business and Finance,
22(3): 362-377. DOI: 10.1016/j.ribaf.2008.02.004

[16] Dorodnykh, E. 2014. Determinants of stock exchange integration: evidence in worldwide perspective. Journal
of Economic Studies, 41(2): 292-316. DOI: 10.1108/JES-08-2012-0111

[17] Engle, R. F. 1982. Autoregressive Conditional Heteroscedasticity with estimates of the variance of United
Kingdom Inflation. Econometrica, 50(4): 987-1008. DOI: 10.2307/1912773

[18] Engle, R. F. 2002. Dynamic conditional correlation: a new simple class of multivariate GARCH models. Journal
of Business & Economic Statistics, 20(3): 339-350. DOI: 10.1198/073500102288618487

[19] Fleming, J., Kirby, C., and Ostdiek, B. 1998. Information and volatility linkages in the stock, bond, and money
markets. Journal of Financial Economics, 49: 111-137. DOI: 10.1016/S0304-405X(98)00019-1

[20] Forbes, K. J., and Rigobon, R. 2002. No contagion, only interdependence: measuring stock market
comovement. The Journal of Finance, LVII(5). DOI: 10.1111/0022-1082.00494

[21] Francis, |., Kim, S., and Yoon, J. H. 2002. International Stock Market Linkages: Evidence from the Asian
Financial Crisis. Journal of Emerging Market Finance, 1: 1-29. DOI: 10.1177/097265270200100102

[22] Goh, K.-L., Yoke-Chenwong, and Kok, K.-L. 2005. Financial Crisis and Intertemporal Linkages Across the
ASEAN-5 Stock Markets. Review of Quantitative Finance and Accounting, 24: 359-377. DOI: 10.1007/s11156-
005-7018-6

[23] Grubel, H. G. 1968. Internationally Diversified Portfolios: Welfare Gains and Capital Flows. The American
Economic Review, 58(5): 1299-1314. Available at: http://www.jstor.org/stable/1814029

[24] Guesmi, K., and Teulon, F. 2014. The determinants of regional stock market integration in middle east: A
conditional ICAPM approach. International Economics, 137: 22-31. DOI: 10.1016/j.inteco.2013.10.006

[25] Guidi, F., and Ugur, M. 2014. An analysis of South-Eastern European stock markets: Evidence on cointegration
and portfolio diversification benefits. Journal of International Financial Markets, Institutions and Money, 30:
119-136. DOI: 10.1016/j.intfin.2014.01.007




[26] Harvey, C. R. 1991. The World Price of Covariance Risk. The Journal of Finance, 46(1): 111-157. DOI:
10.2307/2328691

[27] Johnson, R., and Soenen, L. 2002. Asian economic integration and stock market comovement. The Journal of
Financial Research, XXV(1): 141-157. DOI: 10.1111/1475-6803.00009

[28] Kanas, A. 1998. Linkages between the US and European equity markets: further evidence from cointegration
tests. Applied Financial Economics, 8(6): 607-614. DOI: 10.1080/096031098332646

[29] Karim, B. A., and Ning, H. X. 2013. Driving forces of the ASEAN-5 stock markets integration. Asia-Pacific
Journal of Business Administration, 5(3): 186-191. DOI: 10.1108/APJBA-07-2012-0053

[30] Karolyi, G. A., and Stulz, R. M. 1996. Why Do Markets Move Together? An Investigation of US.-Japan Stock
Return Co-movements. The Journal of Finance, 51: 951-986. DOI: 10.1111/j.1540-6261.1996.tb02713.x

[31] Kasa, K. 1992. Common stochastic trends in international stock markets. Journal of Monetary Economics, 29:
95-124. DOI: 10.1016/0304-3932(92)90025-W

[32] Kearney, C., and Lucey, B. M. 2004. International equity market integration: Theory, evidence and implications.
International Review of Financial Analysis, 13: 571-583. DOI: 10.1016/j.irfa.2004.02.013

[33] Kim, E. H., and Singal, V. 2000. Stock Market Openings: Experience of Emerging Economies. Journal of
Business, 73(1). DOI: 10.1086/209631

[34] Kuper, G. H., and Lestano, L. 2007. Dynamic conditional correlation analysis of financial market
interdependence: An application to Thailand and Indonesia. Journal of Asian Economics, 18(4): 670-684. DOI:
10.1016/j.asiec0.2007.03.007

[35] Lean, H. H., and Smyth, R. 2014. Stock Market Co-movement in ASEAN and China. Emerging Markets and
The Global Economy, 603-622. DOI: 10.1016/b978-0-12-411549-1.00025-9

[36] Lessard, D. R. 1976. World, Country, and Industry Relationships in Equity Returns: Implications for Risk
Reduction through International Diversification. Financial Analysts Journal, 32(1): 32-38. DO
10.2469/faj.v32.n1.32

[37] Levy, H., and Sarnat, M. 1970. International Diversification of Investment Portfolios. The American Economic
Review, 60(4): 668-675. Available at: http://www.jstor.org/stable/1818410

[38] Lin, C. M., and Cheng, W. H. 2008. Economic determinants of comovement across international stock markets:
the example of Taiwan and its key trading partners. Applied Economics, 40(9): 1187-1205. DOI:
10.1080/00036840600771262

[39] Longin, F., and Solnik, B. 1995. Is the correlation in international equity returns constant: 1960-1990? Journal
of International Money and Finance, 14(1): 3-26. DOI: 10.1016/0261-5606(94)00001-H

[40] Majdoub, J., and Mansour, W. 2014. Islamic equity market integration and volatility spillover between emerging
and US stock markets. The North American Journal of Economics and Finance, 29: 452-470. DOI:
10.1016/j.najef.2014.06.011

[41] Majid, M. S. A., and Kassim, S. H. 2009. Impact of the 2007 US financial crisis on the emerging equity markets.
International Journal of Emerging Markets, 4(4): 341-357. DOI: 10.1108/17468800910991241

[42] Majid, M. S. A., Meera, A. K. M., and Omar, M. A. 2008. Interdependence of Asean-5 Stock Markets from the
US and Japan. Global Economic Review, 37(2): 201-225. DOI: 10.1080/12265080802021201

[43] Marashdeh, H. A., and Shrestha, M. B. 2010. Stock Market Integration in the GCC Countries. International
Research Journal of Finance and Economics, (37): 102-114.




[44] Mobarek, A., and Li, M. 2014. Regional volatility: common or country-specific? Exploration of international
stock market. Studies in Economics and Finance, 31(4): 406-425. DOI: 10.1108/SEF-04-2013-0051

[45] Mobarek, A., and Mollah, S. 2016. Global Stock Market Integration: Co-Movement, Crises, and Efficiency in
Developed and Emerging Markets. New York City: Palgrave Macmillan. DOI: 10.1057/9781137367549

[46] Naranjo, A., and Porter, B. 2007. Including emerging markets in international momentum investment strategies.
Emerging Markets Review, 8(2): 147-166. DOI: 10.1016/j.ememar.2007.01.001

[47] Phylaktis, K., and Ravazzolo, F. 2002. Measuring financial and economic integration with equity prices in
emerging markets. Journal of International Money and Finance, 21: 879-903. DOI: 10.1016/S0261-
5606(02)00027-X

[48] Pretorius, E. 2002. Economic determinants of emerging stock market interdependence. Emerging Markets
Review, 3: 84-105. DOI: 10.1016/S1566-0141(01)00032-2

[49] Solnik, B. H. 1974. Why Not Diversify Internationally Rather than Domestically? Financial Analysts Journal,
30(4): 48-52. DOI: 10.2469/faj.v51.n1.1864

[50] Tavares, J. 2009. Economic integration and the comovement of stock returns. Economics Letters, 103(2): 65-
67. DOI: 10.1016/j.econlet.2009.01.016

[51] Yang, J., Kolari, J. W., and Min, I. 2003. Stock market integration and financial crises: the case of Asia. Applied
Financial Economics, 13: 477- 486. DOI: 10.1080/09603100210161965

[562] Yeyati, E. L., Schmukler, S. L., and Horen, N. V. 2009. International financial integration through the law of one
price: The role of liquidity and capital controls. Journal of Financial Intermediation, 18: 432-463. DOI:
10.1016/}.jfi.2008.09.004

[53] Zonouzi, S. J. M., Mansourfar, G., and Azar, F. B. 2014. Benefits of international portfolio diversification:
Implication of the Middle Eastern oil-producing countries. International Journal of Islamic and Middle Eastern
Finance and Management Science, 7(4): 457- 472. DOI: 10.1108/IMEFM-02-2014-0017



Monetary Policy and Economic Growth in Kenya: The Role of Money Supply and
Interest Rates

Enock Nyorekwa TWINOBURYO 2
Department of Economics, University of South Africa3
etwinon@gmail.com

Nicholas M. ODHIAMBO
Department of Economics, University of South Africa
odhianm@unisa.ac.za nmbaya99@yahoo.com

Suggested Citation:

Twinoburyo, E. N., Odhiambo, N. M. 2017. Monetary policy and economic growth in Kenya: The role of money supply and
interest rates. Journal of Applied Economic Sciences, Volume XII, Spring, 2(48): 523 — 537.

Abstract:

Using the autoregressive distributed lag (ARDL) bounds testing approach; this paper examines the short-run and long-run
impact of monetary policy on economic growth in Kenya for the period 1973 to 2013. The paper uses both the broad money
supply and the 3-month Treasury bill rate as proxies of monetary policy. Both short-run and long-run empirical results support
monetary policy neutrality, implying that monetary policy has no effect on economic growth — both in the short run and in the
long run. This could be due to the fact that the increasing fiscal deficits funded domestically in Kenya could have weakened
the transmission of monetary policy actions into the real economy. The study recommends that policies aimed at improving
the institutional and regulatory environment for the financial sector and monetary policy conduct should be pursued in Kenya.
There is also a need for improvement in policy coordination, particularly monetary and fiscal policies.

Keywords: Kenya; money supply; interest rates and economic growth
JEL Classification: E43; E51; E52.
Introduction

Although theoretical and academic work on the nexus between monetary policy and growth has evolved from as
early as the early 20t Century, the evolution has left much debate embedded controversies. Near consensus on
long-run monetary policy’s neutrality on output can be predominantly traced across the evolution of monetary policy
and output theories (Palley 2007). The controversy in theoretical underpinning remains with the choice of monetary
policy instrument. Monetarist theory emphasizes the role of money while the Keynesian, post-monetarist, New
Classical, New Keynesian and New Consensus models —all emphasize the role of interest rates (Arestis 2009).
The New Consensus model, for example, is premised on short-term interest rates, as the sole monetary- policy
instrument for short-run output stabilisation (Arestis 2009).

The global crisis, coupled with the dominance of output gaps in most economies over the last decade,
particularly developed economies, has heightened the debate on the role of monetary policy in addressing demand
deficiencies and economic growth, thereby suggesting a growing consensus that monetary policy matters for
economic growth (Woodford 2007, White 2013). Globally, the nexus between monetary policy and economic growth
has generated augmented debate for many years among economic scholars — but with little consensus. Two main
research strands dominate the empirical works on this nexus: the long-run impact of monetary policy on economic
growth, and the role of money supply on economic growth (Asongu 2014). The few empirical studies on the role of
interest rates in economic growth have largely been focused on developing countries (Mishra, Montiel and
Spilimbergo 2012, Davoodi, Dixit and Pinter 2013).
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Monetary policy in practice has also been varied; and so are the respective empirical findings, revealing
mixed results on the impact of monetary policy on economic growth (Asongu 2014). The empirical findings differ,
depending on the monetary instruments, size and financial-sector deepening, competition with the financial sector,
the monetary and exchange rate regimes, as well as the openness of the respective economies. The choice of
methodology used also matters (Walsh 2003, Berg et al. 2013). Most studies on this subject have relied on Vector-
Auto Regressive (VAR) methodology, where the results depend on the restrictions imposed.

However, this may have limitations, particularly for developing economies (lvrendi and Guloglu 2010, Grace
Li et al. 2013).

This paper makes three main contributions: Firstly, it investigates the relative impact of the money-supply
based and the interest-based monetary policy on economic growth in the long run. Secondly, it examines the short-
run impact of monetary policy (broad money supply and short-term interest rate) on economic growth in Kenya,
which has been largely neglected in the previous empirical work. The paper also employs the Auto-Regressive
Distributive Lag (ARDL) estimation, which has pronounced advantages for small samples, like the one employed
in this study. To the best of our knowledge, this could be the first time ARDL has been used to examine the impact
of monetary policy on economic growth in Kenya.

The remainder of the paper is structured as follows: Section two presents an overview of Kenya’s economic
and financial structure. The literature review is presented in section three. The estimation methodology and the
empirical results are presented in section four and five, respectively. The conclusions are presented in section six.



Conclusion

There is a growing consensus that monetary policy matters for economic growth, at least in the short run. However,
the relative importance of price-based (short-term interest rates) and quantity-based (money supply) monetary
policy remains ambiguous, and particularly dependent on country characteristics. Kenya recently adopted the use
of the short-term interest rates, as the operational target in a monetary-targeting regime. The short-run and long-
run effects of both money supply and interest-rate monetary policies on economic growth are examined within the
neoclassical framework.

The empirical model included two monetary-policy variables — the broad money supply (M2) and the 3-
month Treasury bill rate, as well as four other variables (gross capital fixed formation, inflation, exchange rate and
trade openness. Using the Auto-Regressive Distributive-Lag (ARDL) bounds-testing approach, this study has
examined the short-run and the long-run impact of monetary policy on economic growth in Kenya during the period
from 1973 to 2013. Both short-run and long-run empirical results suggest monetary-policy neutrality in Kenya,
implying that monetary policy has no effect on economic growth, either in the short run, or in the long run. This
could be explained by a myriad of issues — particularly the monetary regime, fiscal-policy dominance and the nature
of the financial structure, characterised by a low level of development, the banking sector's dominance of the
financial sector, and the oligopolistic nature of the banking industry. Fiscal policy in Kenya is characterised by large
and rising fiscal deficits. In some instances, this has been found not to be co-ordinated with the monetary policy.
Overall, the study recommends that policies aimed at improving the institutional and regulatory environment for the
financial sector and monetary-policy conduct are warranted. There is also a need for improved policy co-ordination,
particularly in monetary and fiscal policies.
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Appendix A: Graphical expositions of the time series variable data
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Abstract:

The article is devoted to study and synthesis of design practices, integrated product development (IPD-concept), which is a
process of multi-dimensional adaptive integration of interaction of all participants in the system (business systems). Process
within the framework of the establishment of high-tech product, which is on early involvement of all its participants, alignment
of goals and interests, the allocation of risk and reward, and balanced processes (business process and technological process)
when, implementing the common objectives for the project. Integrated approach helps to ensure a higher level of completion
of the work on early stages, that is, save efforts to follow up and maintenance documentation for subsequent phases of the
project. In domestic practice, despite the benefits allocated IPD implementation projects in practice is limited for several
reasons: 1) Technical and organizational problems. Requires the unification of production systems, as well as industrial/
technology management participants of integration system; the formation of a unified system of redistribution of resource flows
between participants; reducing "conflict" on the joints and other productions; 2) unwillingness of domestic manufacturers pass
on "deep integration" between the parties, from the initial design stage.

The article touches on issues covered in the following aspects: determination of directions of the development of production
systems through the analysis of the structure of the product; through improved efficiency of technological production flows.

Keywords: production; research and development; business process; production system; concept.
JEL Classification: M2; 032.

Introduction

Statement of the problem or tasks in the general form

Back in the mid-20™ century with the development of an industrial product (like a tangible product or result of any
technological/business process) are actively used concept of design processes in parallel (Concurrent Engineering)
developed by Japanese manufacturers after World War Il. The idea of authors was in combining design and
manufacturing practices through integrated collaborative product design and related substantive and support



processes (Romanovskaya et al. 2016). Organization of complicated industrial complexes within the concurrent
engineering at that time allowed obtaining higher quality products at lower cost and in less time than ever before.
However, the increase in the complexity of production and dynamical market; substantial changes to queries of
buyers at the turn of the 1980's-1990's (emphasis on cost, availability, reliability, and quality) on philosophy of
production (flexibility, reaction to the request of the consumer, reduction of product life cycle cost reduction) have
given rise for further development of the production philosophy. In particular, Hansen first proposed a supplement
to the CE concept in 1976, the year when developing a methodology for systematic product development. In
addition, in 1988 on practice - United States Department of Defense, which, has mastered the technological
solutions according to the parallel organization of production and planning projects creation of sophisticated high-
tech products, attracted further interdisciplinary component of the integrated industrial product development
process by creating a methodological support for dynamical process of product development. Integrated
engineering design of production processes, production systems and R&D-product development processes within
the overall business strategy of the enterprise were complemented by processes of logistics, management
operations, etc. In the 1990, the idea of an integrated project execution is widely used in the construction industry.
Moreover, in the 2007 the American Institute of architects gave her a meaningful description, identifying the main
project participants: owners, designers (architects and engineers), contractors.

This experience contributed to the concept of integrated product development (IPD-concept), the essence
of which is to establish production environment, where product development is implemented as multidisciplinary/
iterative process. In 1990-2000’s IPD concept have been developed almost simultaneously: Rosenberg
(Rosenberg 1996), which identified set of elements and processes associated with product development in the
construction industry. In continuation of his works, Jehanikal a leading element in the product creation system
outlined as a way of organizing production. A more detailed description of the elements of production/product
development given in the writings of Skallen and Swift. Which describe the sequence of technological elements of
the process of creating a product in the context for developing production; Pahl (Pahl and Beitz 1998), proposing
to structure the process of designing and manufacturing of a product through the provision of a system of project
items. Transition from one element to another, according to Cooper, (Ulrich 1994) and Gates must be accessed
through the "gate" or "gateways"-checkpoints that allow developers to take to the fixed point’'s decision to go ahead
to next stage in the process. With options to remake created product or stop the project generally unpromising;
Kotler (Sadov 2008). The elements of the marketing process are important, while selecting the optimal values of
the product. In addition, Skallen (Romanovskaya et al. 2016) emphasized the importance of the process of selling
items at the end of the product development process; also Russell and Reid (Piller and Waringer) provided
methodological substantiation of operational management, part of the development process of production.

However, despite the relatively wide range of studies, the majority of modern scientists focus on one of the
areas of product design and development: the institutional aspect, engineering and operations management. From
an organizational point of view, the authors studied mainly by a combination of factors; determinants for successful
project within the framework of the organization of production and technological processes. In their view, structure,
being a form of the system is determined by its content, i.e. the processes that occur in the system. The
technological aspect is more detailed and the emphasis is on individual product engineering solutions (e.g., design
and simulation). Parametric optimization of complex engineering models is well-developed area within the design,
but does not give flexibility to respond when consumer preferences are changing. However, the disadvantage of
these approaches in that product model constituted like a bundle of attributes, and tend to ignore the existing
limitations in the technology of production of the primary product in existing production systems manufacturer.

The objective of study is to develop elements of production system and R&D-product development
processes in the early stages of the project in the context of growing interdependence of members of the system
and increase the complexity of the production of the product produced as a result.



Conclusion

Changing priority of production component, i.e. organizing production under the generated product allowing us to
receive such structure, which focuses on the effective organization of the production system. This model of product
structure in the early stages of the formation of production system can identify effective ways of allowing
rearmament of enterprises with the lowest cost.

Product design decisions and design of production systems in the early stages of the project allow you to
improve efficiency by reducing errors in the early stages (coordination, faulty manufacture, assembling, and
installation accuracy). For example, the production system can be generated by the change of conditioning
production line integration or differentiation of the production lines and the replacement of the impact characteristic
of the product.

Early cooperation between designers and production engineers solves the problem of fragmentation
between design and manufacturing that, in practice, leads to costly changes in the final stage of the project. Early
cooperation does not require the use of certain technical means. However, it is important to note that information
technologies can greatly enhance the effectiveness of cooperation in all phases of the project. The aim is to reduce
costs and increase efficiency by avoiding duplication of functions. The integration of members of the system is
carried out through:

= involvement of the participants in a set of interrelated technological transitions in the context of a single

process of product development and production preparation;

= organization of unified design and technological documentation, common technical electronic document

circulation systems, the exchange of information on routes, technologies of manufacturing products
between the parties; and in the long term is through the formation of logistic chain within a functional
product lifecycle.
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Abstract:

Up until now, the oil and gas industry formed almost a third of the gross domestic product of Kazakhstan. In addition to stable
cash inflows to the state budget, oil and gas companies provide infrastructural development of the regions and the development
of other sectors of the Kazakh economy; therefore, study and research of the republic's cil and gas industry in the current
environment is quite relevant.

This article provides a literature review of domestic and foreign authors, who conducted study of innovation management, and
oil and gas industry in various aspects of economic development of the world economy. The article gives an analytical overview
of the current condition and future directions of oil and gas industry in Kazakhstan. Characteristic features of administrative
processes in the real economy have been portrayed. The authors of the article studied the conceptual approaches to oil and
gas factory control based on the state support for the development of priority sectors, including for investment attraction. Due
to conducted research, the following results have been produced: theoretical and methodological aspects of the study of the
system of oil and gas factory of the Republic of Kazakhstan systematized, based on which the conclusions are made to improve
the management oil and gas factory of the republic.
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Introduction

Oil and gas industry has a decisive impact on the socio-economic development of the country and state’s regions, in fact, it is
a locomotive for the whole economy of the state, and it contributes to the development of other sectors of the economy.
Operation of oil and gas companies related to implementation of the most important social programs across the region and the
entire state (Ashimbayev and Kurganbaeva 2002). In 2014, production in Kazakhstan was 2488.2 thousand tones or 110.6%
against 2013’s production level. Of these, about 2 million tons were exported to other countries. The level of development of
the oil and gas sector is today one of the most important factors determining the level of economic development of Kazakhstan.
Based on the importance of the oil and gas, it can be concluded that the research topic is quite relevant, the results of which
are presented in this article.



Conclusion

Search of ways to improve the organizational and economic mechanism of industrial-innovative development of
the Republic of Kazakhstan enable to come to the following conclusions:
= the state policy in the field of development of innovation system is implemented in the following areas: the
creation of favorable economic and legal environment towards innovation; formation of innovation
infrastructure;
= problems of innovative technologies in the industry are key points to the most industrialized countries;
= taking into account the experience of developed countries, and taking into account the real condition of
the domestic economy, Kazakhstan has to define its vector of innovative development;
= developing a coherent policy in the management of science and innovation with corporate interaction as
participants in the innovation process is the main priority of the country's main strategy;
= based on the study of international experience and technological development and the development of
competitiveness and review the level of technological development of Kazakhstan by further accelerated
development involves the purposeful introduction of the latest technologies in order to enable access to
global competitiveness. Development of new technologies involves the creation and updating of modern
material and technical base, the formation of an effective infrastructure for the introduction of technologies
in production, the use of world achievements in the field of efficient management of the production process;
= the priorities of industrial and innovation policy are the development and creation of competitive potential,
including export-oriented, industries.

The main objectives of the state of oil and gas sector are as follows: firstly, the provision of sufficient
hydrocarbon resource base; secondly, the development of oil and gas industry on the basis of a competitive service
industry in the framework of reducing the raw material orientation of the economy. The expansion of the resource
base in the oil and gas industry will be combined extensive and intensive approaches. The extensive approach will
be carried out search and the involvement of the industrial new fields of hydrocarbon resources. Intensive approach
is widely used methods to increase oil production in the producing fields.

As the result of studies that deepened theoretical and methodological foundations of functioning and
development of the system of oil and gas sector of the Republic of Kazakhstan, the following conclusions have
been composed:

= the adoption of a set of measures for legislative support and assisting the industry;

= funding of research and development and exploration activities, including from the state budget and the

National Welfare Fund;

= preparation of highly qualified technical staff that will ensure the ongoing development of new industries

in Kazakhstan;

= providing tax breaks and incentives;

= the increase in prices in the domestic market and / or direct subsidies on gas prices, coupled with the

provision of the annual guaranteed volume of gas consumption by the large enterprises and the public.

In the context of depletion of mature fields and the need for research into new geological formations, often
in areas with complex environmental, geographic and climatic conditions of particular importance is the innovation
potential of companies operating in the sector. The key measure in this direction will be the most extensive use of
experience of companies working in Kazakhstan and ensuring the transfer of foreign technologies in enhancing the
efficiency of hydrocarbon production.

References

[1] Ahriev, J. K. 2002. Questions of corporate planning methodology for petroleum products. Moscow: Publishing
House MELAP.

[2] Alekperov, V. Y. 2011. Russian Oil: past, present and future. Moscow: Creative Economy.



[3] Alshanov, R. A. 2005. Kazakhstan in the world mineral commodities market: problems and solutions (analysis
and prediction). Aimaty.

[4] Ashimbayev, M. S. and Kurganbaeva, G. A. 2002. Oil and Gas Resources of Kazakhstan in the System of
International and Regional Relations. Astana: Kazakhstan Institute of Strategic Study.

[5] Blizky, R. S. 2015. Resource conservation and transparency of relations under current economic development.
Actual Problems of Economics, 9(171): 108-113.

[6] Egorov, O. I. and Zhumagulov, R. B. 2016. Balanced use of oil and gas resources as a priority development of
the industry. Oil and Gas Magazine, 1: 3.

[7] Egorov, O. I., Chigarkina, O. A. and Baimukanov, A. S. 2003. Oil and Gas Complex of Kazakhstan: problems of
Development and Effective Functioning. Astana: Kazakhstan Institute of Strategic Study.

[8] Golova, I. M. and Sukhovey, A. F. 2015. Innovation and technological development of industrial regions in terms
of socio-economic instability. Economics of the Region, 1: 131-144.

[9] Haydargalieva, T. T. 2015. The development of innovative potential of the oil and gas sector (foreign
experience). Bulletin of the Karaganda University, 15(48): 56-65.

[10] Kairbekova, M. N. 2013. Priorities for improving the competitiveness of the oil and gas complex of the Republic
of Kazakhstan. "Turan" University Bulletin, 3(59): 127-131.

[11] Kolosova, O. G. 2011. The mechanism of realization of social partnership in the oil and gas sector. Russian
Entrepreneurship, 1(175): 68-73.

[12] Kuladzhi, T. V. and Iskichekova, N. V. 2014. Clusters as an important tool to promote innovation. "Turan"
University Bulletin, 4 (54): 57-64.

[13] Makov, V. M. 2010. Analysis of innovation and investment activity of the enterprises of oil and gas complex.
Creative Economy, 1 (37): 126-129.

[14] Muradverdiyev, L. A. 2013. Improving the efficiency of functioning of the oil and gas industry of Azerbaijan.
Russian Entrepreneurship, 24(246): 91-99.

[15] Nursultanova, L. N. 2008. The investment policy of Kazakhstan in the oil and gas industry. Questions of History
of Kyrgyzstan, 2; 51-56.

[16] Paytaeva, K. T. 2012. Environmental and economic analysis of the oil and gas industry. Terra Economicus,
4(10): 80-83.

[17] Rahmetulina, J. B. and Tselovalnikova, O. B. 2014. Innovative way of development of Kazakhstan. "Turan"
University Bulletin, 2(62): 29-34.

[18] Skipin, D. L. 2014. Innovative activity as the factor of clustering of the regional economy (on the materials of
the Tyumen region). Creative Economy, 11(95): 84-94.

[19] Smagulova, S. M. 2005. Oil and gas companies of Kazakhstan and foreign economic relations. Moscow: The
company Sputnik +.

[20] Tatarkin, A. I. and Romanov, O. A. 2014. Industrial policy: genesis, regional features and legislative support.
Economics of the Region, 2: 9-21.

[21] Zholdybaev, N. T. 2004. Cluster development of oil refining sector in Kazakhstan as a strategic priority of
economic growth. Proceedings of the international scientific-practical conference “Modern problems of
economic growth of national economies. National, regional and sectoral aspects in the context of globalization
and modernization”. Karaganda.



Statistical Simulation of Break-Even Point in the Margin Analysis of the Company

Aleksandr Mikhaylovich BATKOVSKIY

Joint Stock Company “Central Research Institute of Economy
Management and Information Systems “Electronics”, Moscow, Russia
batkovskiy_a@instel.ru

Elena Georgievna SEMENOVA

Institute of Innovation and Basic Postgraduate Training

Saint-Petersburg State University of Aerospace Instrumentation, St. Petersburg, Russia
egsemenova@mail.ru

Valeriy Yaroslavovich TROFIMETS

Department of Higher Mathematics and Systems Modeling of Complex Processes
Saint-Petersburg University of State Fire Service of Emercom of Russia, St. Petersburg, Russia
zemifort@inbox.ru

Elena Nikolaevna TROFIMETS

Department of Higher Mathematics and Systems Modeling of Complex Processes
Saint-Petersburg University of State Fire Service of Emercom of Russia, St. Petersburg, Russia
ezemifort@inbox.ru

Alena Vladimirovna FOMINA

Joint Stock Company “Central Research Institute of Economy
Management and Information Systems “Electronics”, Moscow, Russia
fomina_a@instel.ru

Suggested Citation:

Batkovskiy, A. M., Semenova, E. G., Trofimets, V. Y., Trofimets, E. N., Fomina, A. V. 2017. Statistical simulation of break-even
point in the margin analysis of the company. Journal of Applied Economic Sciences, Volume XlI, Spring, 2(48): 558 — 570.

Abstract:

The article defines the role and place of the task of finding the break-even point in margin analysis of a company's activity. The
basic assumptions and limitations of the main known methods in this field have been formulated. In order to develop the
theoretical and practical aspects of solving the given task, the authors have suggested an approach to determining the break-
even point based on imitative statistical simulation (Monte Carlo method). The proposed approach is based on a logical scheme
of imitative statistical simulation, adapted for completing the task of finding the break-even point. The logical scheme is brought
to the level of practical implementation in the form of a computer model in the environment of MS Excel spreadsheet that
includes three sub-models: a break-even point calculation model, based on the known calculating ratios of the margin analysis;
a random factors impact model specifying different laws for the distribution of random variables; a statistical processing that
model includes a module for calculating typical statistical characteristics (average deviation, standard deviation, confidence
intervals, etc.), and a module for selecting and viewing scenarios with the most relevant values of output indicators, which are
most consistent with the current production and market conditions.

Keywords: margin analysis; break-even point; imitation statistical simulation; Monte Carlo method; computer simulation.
JEL Classification: C10; C18; C40; C51.
Introduction

Margin analysis is one of the relatively simple and at the same time highly effective methods of justifying
management decisions in the financial and economic activities of an enterprise. The methodology of margin
analysis is based on the study of the correlation between three groups of the most important economic indicators:
costs, volume of production (sales) and profit, and forecasting the value of each of these indicators for the given



value of others. This method is based on the division of production and marketing costs into variable and fixed
costs, depending on the change in production volume, as well as using the category of marginal revenue.

The key features of margin analysis consist in determining the volume of sales, which ensures receiving the
planned amount of profit; in forecasting a change in profit (marginal revenue) for the given change in the volume of
sales; and in the definition of break-even sales volume and the security zone of an enterprise. In addition, the use
of margin analysis allows you to form an optimal range of products, to justify the viability of accepting an additional
order at prices lower than usual, to justify the choice of equipment and production technologies, to take into
consideration the resource constraints in the production of goods, to determine the price of a new product and the
viability of adjusting the current price thus making it higher or lower, to select the most profitable correlation between
variables and fixed costs, prices and sales volumes.



Conclusion

Determining the break-even point is an important element in the margin analysis of an enterprise's activity. At the
same time, it is necessary to consider the following circumstances:
= first, a change in fixed costs changes the position of the break-even point, but does not change the size
of the marginal revenue;
= second, a change in variable costs per unit of production changes the indicator of the marginal revenue
and the location of the break-even point;
= third, simultaneous change of fixed and variable costs in the same direction causes a strong shift of the
break-even point;
= fourth, a change in sales price changes the margin revenue and the location of the break-even point.

Thus, marginal revenue and the break-even point are among of the most informative indicators in making
decisions related to the costs and revenues of an enterprise. The practical testing of the proposed method and the
computer model was carried out through the example of finding break-even points of enterprises in the chemical
and construction industries. The authors give an example of calculating the break-even point of the enterprise
“Inzhbeton”, specializing in the production and delivery of ready-mixed concrete.

Acknowledgements
The study was supported by the Russian Foundation for Basic Research (project RFBR No. 16-06-00028).
References

[1] Abdukarimov, I.T. 2013. The break-even point and safety margin, methods of their evaluation, role and
importance in planning of profits. Socio-Economic Phenomena and Processes, 10 (56): 7-14.

[2] Alastair D, J. 2015. Mastering Financial Mathematics in Microsoft Excel. FT Press.
[3] Alhabeeb, M.J. 2012. Mathematical Finance. Wiley.

[4] Atkinson, E.A., and Kaplan, R.S. 2005. Management Accounting. Moscow: Vilyams.
[5] Avon, J. 2015. The Basics of Financial Modeling. Apress.

[6] Badiru Adedeji, B., and Omitaomu Olufemi, A. 2007. Computational Economic Analysis for Engineering and
Industry. CRC Press.

[7] Back, K., Bielecki, T.R., Hipp, C., Peng, S., Schachermayer, W. 2004. Stochastic Methods in Finance. Springer.
DOI: 10.1007/b100122

[8] Batkovskiy, A.M., Konovalova, A.V., Semenova, E. G, Trofimets, V.Ya., and Fomina, A.V. 2015. Study of
Economic Systems Using the Simulation-Based Statistical Modeling Method. Mediterranean Journal of Social
Sciences, 6, 4 S4: 369-380. DOI: 10.5901/mjss.2015.v6n4s4 p.369

[9] Batkovskiy, A.M., Semenova, E. G, Trofimets, V.Ya., Trofimets, E.N., and Fomina, A.V. 2016. Computer
Modeling of Leasing Operations. Indian Journal of Science and Technology, 9(27): 85-95. DOI:
10.17485ijst/2016/v9i28 /97661

[10] Bragg, S.M. 2010. Cost Reduction Analysis: Tools and Strategies. Wiley.

[11] Brandimarte, P. 2014. Handbook in Monte Carlo Simulation: Applications in Financial Engineering, Risk
Management, and Economics. Wiley.

[12] Benninga, S. 2014. Financial Modeling. The MIT Press.
[13] Bolviken, E. 2014. Computation and Modelling in Insurance and Finance. Cambridge University Press.
[14] Chan, V. 2013. Theory and Applications of Monte Carlo Simulations. InTech.



[15] Charnes, J. 2012. Financial Modeling with Crystal Ball and Excel. John Wiley and Sons.

[16] Chin, E., Olafsson, S., and Nel, D. 2014. Problems and Solutions in Mathematical Finance, Vol. I: Stochastic
Calculus. New York: Wiley.

[17] Crepey, S. 2013. Financial Modeling: A Backward Stochastic Differential Equations Perspective. Springer.
[18] Davis, C.E., and Davis, E. 2013. Managerial Accounting. Wiley.

[19] Dranko, O.1. 2004. Financial management. Technologies of managing a company’s finances. Moscow: JuNITI-
DANA.

[20] Dranko, O.1. 2010. Some ways of calculating the break-even point. Management Accounting, 7: 49-55.
[21] Fairhurst, D.S. 2012. Using Excel for Business Analysis. Wiley.
[22] Goossens, F. 2015. How to Implement Market Models Using VBA. Wiley.

[23] Hilton, R.W., and Platt, D.E. 2013. Managerial Accounting: Creating Value in a Dynamic Business Environment.
McGraw-Hill Education.

[24] Kennedy, D. 2014. Stochastic Financial Models. New York: Chapman and Hall/CRC.

[25] Kovalev, V.V., and Volkova, O.N. 2008. Analysis of the Economic Activity of an Enterprise. Moscow: Velbi,
Prospekt.

[26] Lanen, W., Anderson, S., and Maher, M. 2010. Fundamentals of Cost Accounting. McGraw-Hill/lrwin.

[27] Lai, D.C.F., Tung, HK.K., Wong, M.C.S. et al. 2010. Professional Financial Computing Using Excel and VBA.
Wiley.

[28] Lungu, A.G. 2012. The break-even point in assessing the economic condition of an enterprise. Modern
Economics: Problems and Solutions, 11 (35): 45-50.

[29] Nicolay, D. 2014. Asymptotic Chaos Expansions in Finance: Theory and Practice. Springer. DOI: 10.1007/978-
1-4471-6506-4

[30] Nosova, |.L. 2012. Comparative analysis of Direct Costing and Absorption Costing methods for managerial
decision-making. Methods of Analysis, 29 (284): 17-24.

[31] Romanova, A.N. 2009. Marginal approach in making managerial decisions. An Economist’s Reference, 9 (75):
21-28.

[32] Safarov, G.A., and Dzhafarova, N.Sh. 2016. Margin analysis and decision-making. Oil, Gas and Business, 7:
35-37.

[33] Savitskaya, G.V. 2016. Comprehensive analysis of the economic activity of an enterprise. Moscow: Infra-M.
[34] Shonkwiler, R.W. 2013. Finance with Monte Carlo. Springer.

[35] Sengupta, C. 2004. Financial Modeling using Excel and VBA. Wiley.

[36] Vecer, J. 2011. Stochastic Finance: A Numeraire Approach. New York: CRC Press.

[37] Walther, L.M., and Skousen, C.J. 2010. Job Costing. Managerial and Cost Accounting. Bookboon.

[38] Yankovskiy, K.P., and Muhar, I.F. 2011. Management Accounting. St. Petersburg: Piter [in Russian].



Clusters: Sense of Market Approach to their Formation and Substantiation of
Necessity for Development of Mathematical Apparatus for Modeling of their
Development

Yana S. MATKOVSKAYA
Volgograd State Technical University, Volgograd, Russia
yana.s.matkovskaya@gmail.com

Suggested Citation:

Matkovskaya, Y. S. 2017. Clusters: Sense of market approach to their formation and substantiation of necessity for
development of mathematical apparatus for modeling of their development. Journal of Applied Economic Sciences, Volume
XII, Spring, 2(48): 571 - 581.

Abstract:

Popularity of study of clusters in economic research grows. Thus, researchers direct their efforts for study of this economic
phenomenon and practitioners — for realization of cluster approach in economies of particular regions. Territorial concentration
is not always a condition for the formation of a cluster; besides, it cannot always ensure its competitiveness. That's why the
article analyzes cluster approach and the sense of cluster phenomenon and proves inconsistency of application of only
geographical approach to explanation of its nature; the author substantiates the market approach, which describes non-linear
process (technology) of cluster institutionalization, when in the favorable market situation, macro-environment, and micro-
environment around the main production of innovational and competitive products there appear a range of enterprises, which,
for the purpose of optimization of transaction costs, form the effective chain of values, characterized by investment
attractiveness and potential of development. Market approach, which describes the order of institutionalization of cluster, allows
transitioning to the main stage of any economic research - to possibilities of formation of mathematical apparatus which
describes cluster architecture and allows modeling its perspective development.

Keywords: cluster; cluster approach; value chains; transaction costs; technology; innovation; modeling; territory;
institutionalization.

JEL Classification: M3; O3.
Introduction

For modern economic studies, the phenomenon of clusters is by right one of the central ones, as practice shows
that their presence in economy of country or region proves effectiveness of development of the whole economy of
this country. Really, there is a range of clusters in the world economy which provide the regions where they are
located with high indicators of gross regional product, which contributes into development of economy and the
country which own the cluster.

Study of the phenomenon of clusters and cluster effectiveness makes economists come to the conclusion
that if a certain cluster is formed in a region, it will provide the region with high indicators of development. In other
words, the initial point is creation of cluster and the resulting point is that the region where cluster is located is a
priori bringing high socio-economic dividends which are accumulated in the regional (and consequently in the
national) budget. Such resulting results are quite possible, but they are based on what has been achieved during
creation of corresponding clusters. At that, it is not taken into account that formation of such effective cluster was
possible due to market success, forecasting of entrepreneur, his business talents, and, of course, favorable market
situation. Such striving for formation of a cluster pays no attention to the whole technology of creation and
development of the cluster, given the fact that not only the initial point but the very process of development of
cluster and macro- and micro-environment of its development determine its effectiveness.

For the economic law, according to which not all business activities may lead to success, is still true. In other
words, lack of attention to the process of emergence of a cluster may lead to negative results of feedback from
investments into their development (if ever they have been attracted at the very beginning). Attention to the process
is also important, as well as consideration of the fact that creation of cluster has subjective character and subjective



form of realization. Objective character determines the nature of cluster and the totality of necessary actions of
entrepreneur for its development, not excluding the importance of consideration of market situation and certain
market luck.

That's why in this work we focus on study and identification of nature of clusters, process of their
establishment and development, considering them an economic phenomenon characterized by presence of criteria
which determine which production structure (chain of values) becomes a cluster and which economic clusters
require development of mathematical apparatus of explanation of technological process of their functioning in
modern economy. This determines necessity for formulation of stages of this research. The first stage includes
determination of economic sense of the notion “cluster”, the second stage includes proving its technological nature
which shows that cluster is a market phenomenon, and the third stage includes steps for formation of mathematical
model.



Conclusion

Thus, cluster acquires new features, the main of which are: consideration of horizontal and vertical connections
which work in real economy, market orientation and market motivation to emergence of cluster, and presence of
institutional environment and infrastructure. Such representation of cluster on the basis of mathematical model
forms conditions for its effective functioning and creates possibilities for its management.

This leads to two directions of realization of cluster approach which we would divide depending on the
subjects of management: micro-economic and macro-economic. Micro-economic direction supposes effective
market management of cluster, in which productions are technologically connected and movable, depending on
the quality of supplied resources. Organization of management of cluster in this case in close by its structure to
methods of management of commodities flows in value chains.

Macro-economic aspect is realized in the concept of priority technological clustering of economy
(Matkovskaya 2003). This work probably was in advance of its time, as the issue of the selection of top-priority
technologies was declared in it before appearance of corresponding state projects. At that, modern challenges
allowed us to supplement and develop ideas on clusters and cluster approach and continue their study in the
following works.

Study of clusters and application of cluster approach has become a popular direction of research. It is quite
logical, as cluster characterizes certain organizational and economic integrity and allows understanding the
structure of sectorial and regional environment of the economy from many sides. At that, functioning cluster is an
economically active form of management of transaction costs. This very sense should be put into the notion of
cluster.
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Abstract

Scenario technique presents decision makers with an unparalleled methodology to study the future before it occurs. Still, there
is no single approach to the development and use of scenarios. Organizations have a great variety of options when choosing
the type of the scenario, how it will be developed, explored, and related to decision-making. Scenario technique should also
be a vital component and tool of business strategists. This technique produces a unique form of knowledge; it offers a
productive laboratory where decision-makers can learn about the present and the future world; it can guide decision-makers
to making strategic decisions in multiple ways. In a nutshell, scenario technique facilitates augmentation of managerial
knowledge on how to prepare and lead the change, as well as on how to survive in future environments that may be totally
different from the present. Scenarios should be an integral part of strategic thinking. They provide insight into what the future
may bring and, at the same time, point to what is necessary to succeed in different futures and how to lay the foundation for
success. Scenario is a technique used in anticipating various possible future developments, with regard to all factors relevant
to a company. There are numerous approaches to developing scenarios. However, neither of these is ideal, or even sufficient,
both for individual and complex situations. This is the reason why they are applied using different variables. Regardless of their
purpose, scenarios help managers to test the possibility of their organization succeeding in the potential future setting, using
the same business model or the same formula for success.

Key words: scenario technique; business; strategy; enterprise; controlling; management.
JEL Classification: 032
Introduction

Instruments most frequently utilized in future-oriented enterprise management include: forecasting, controlling,
strategic planning. Generally speaking, enterprise management should be oriented on plans, deviations and their
causes, as well as functions and goals. Basically, it is the so-called cybernetic scheme of jurisdiction.

Controlling is a subsystem, or rather, a quantitative basis for a management system, which measures the
predefined goals. Once a deviation is identified, its source is determined. This creates a management mechanism
that becomes increasingly accurate in planning and plan execution. In terms of operations management, controlling
refers to everyday, short-term decisions. Strategic planning sets goals and metrics that surpass the scope of
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control. Strategic planning, among other things, aims to eliminate enterprise’s weaknesses as soon as possible, as
well as to develop its positive traits in the long term (Todosijevi¢ 1994).

Advances in science, new technologies, increasing complexity of work and life, demographic growth,
increased uncertainty and risks, along with the strive to preserve and increase what had already been achieved,
stimulated mankind to attempt to anticipate and master the facts of the future. The interest in studying the future
has been present throughout the entire history of human development, and can be related to the understanding of
man and the world in different historical stages of development. No matter how intensely people deliberated the
future throughout the history, they were always burdened by values of their own eras. It can be concluded that
differences in approaches are correlated with the settings in which intellectuals, philosophers, planners, and
futurologists lived and worked in. Such deliberation of the future is related to certain values, and there is no way of
thinking that can be labeled as a highly normative exercise.

Prognoses and analyses focused on the past promote information for all types of planning, but they can be
seen as “subsequent” to planning, since we define activities aimed at dealing with the anticipated phenomena in a
strategic manner as to limit the uncertainty that comes with the future. Along with planning, analysis and action
comes incarnation, which represents devotion, joint commitment to obligations, projects, and common values in an
endeavor to maximize the target function.

Anticipation, action and incarnation are parts of the same organism. Together they imply synergy,
interconnection and dependence, and create a strategic culture, which represents a key variable in determining the
success of guiding prognostic statements. Prognosis, analysis (control) and planning should result in formulation
of key strategic concerns that will require efficient, effective and economical tactical operationalization.

Given the fact that development processes, due to overall development, are taking place at the velocity of
acceleration (first derivative of the velocity vector), analysis, controlling and planning, along with prognostics, are
expected to keep up with the trends in the environment, to initiate new routes for development, and enable control
of activities and laws of nature, as a form of mankind’s permanent acts in the world they live in and share their
destiny with. Several dozens of new planning techniques and methods have emerged, as well as new controlling
systems, analyses, behaviors, and organizations.



Conclusion

In the present time, enterprise-level decision-making is based on knowledge management. Given that we live in
times of great technical innovations, making decisions crucial to development of an enterprise strategy requires the
ability to predict and sense future changes. Ex ante reactions are what is valued — to react before others, react
before the fact and, accordingly, prevent potential surprises.

In accordance with the level of their importance, strategic decisions need to be repeatedly verified, animated,
and simulated, possibly even redefined, as to reach the zone of satisfactory reliability in terms of events, outcomes
and effects. Headquarters of modern armies, large corporations, governments operate in such way. Small and
medium enterprises act similarly when deciding on investments, no matter what they are — construction,
reconstruction, modernization, revitalization, investments in product development, technology, knowledge
(Todosijevi¢-Lazovi¢ 2010).

As opposed to short-term goals, forecasting and strategic planning produce ideas with greater reach, | the
form of planned goals and programs that would mobilize the entire enterprise. Budgets are also made for longer
periods, and enterprises want to utilize seemingly endless development possibilities. Uncertainties are reduced and
potential risks are put under control. Planners gain better insight into events in the surroundings and can make
better use of experience gained in the past. Marketing has an advantage when compared to production: the main
goals are to increase production, reduce costs, and accomplish lower prices than the competition. This ensures a
superior market share and greater profits. In long-term planning, future is predicted by means of extrapolation of
past developments (Asnoff, Mc Donnell 1996). In well-managed companies, the results usually just above
extrapolation, but are typically followed by the “saw effect’

When making a decision, it is of utmost importance to take into consideration key acting variables that
affirmatively act towards the challenges of the strategic future, which, actually, is the aim of the decision.

Internal relations, position within the industry, lifecycles of the product and the dominant technology,
relationship with the environment, the state and tendencies in the environment, in terms of stability and certainty
trends impact the nature of the decision, the level of its reliability and duration. Timely reactions to all changes that
occur in the environment, values, and resources will lead us to our goal. Information technology and other sources
facilitate unobstructed information flows. As it can be seen here, formulation of an enterprise strategy is a complex
endeavor. The decision maker must possess extraordinary skills. It is important that they have realistic insight into
the cultural environment, as well as skills to timely react to technical innovations that lead to success.

Summary

If we want a future without surprises, we must set out to meet it. Although the desired future is considered the best,
a controlled future is the basis on which we wish to develop a range of future facts and the whole. With prognostics
and strategic planning, horizons of the future are extended to a greater time. Series of moves, decisions, and events
are an essential part of strategic thinking and scenario. The degree of certainty is inversely proportional to the time
dimension. Quality of information and their processing will have a dominant profound effect on the quality of the
decision. We can control the future only if we had drafted it, and made it adaptable to potential changes — not as
surprises, but as intentional actions. With all instruments at disposal, and performers with adequate knowledge and
qualities, guiding (management) becomes effortless. Existence of prognostics, controlling, business analysis, and
strategic planning is conditioned by their ability to reproduce their assumptions and analytical outputs, through
continuous adjustment and active feedback to the environment. On the other hand, the key role of controlling is to
harmonize the information system with the system of planning, control and analysis. This requires establishment
of business analysis and a system of feedback loops. A well-developed system for planning and analysis directly
raises the efficiency of the control system.
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Abstract:

This research aims to see the interaction of the aggregate demand variables such as consumption, investment, government
spending, exports and imports in influencing the economy in Indonesia that entered the era of the free market, generally refers
to ASEAN Economic Community. The data used is secondary data obtained from the Central Statistics Agency in the period of
2000-2013. Quantitative approach is used as analysis method using simultaneous equation through the estimation of two-
stage least square (TSLS). The results of the study show that consumption, investment, government spending, exports and
imports affect the national income significantly. Proportionally, household consumption and investment still has the dominant
proportion and greater influence on the national income compared to other macro variables. Meanwhile, the government
expenditure is positively and significantly influences the investment in Indonesia. This indicates that the increase in exports
can be affected by the amount of investment flow to in Indonesia and vice versa, while the increase in imports is influenced by
the amount of national income, especially on the proportion of the level of household consumption.

Keywords: consumption; investment; government spending; exports; imports and national income
JEL Classification: E43; E44; E50.
Introduction

Economic developments in Indonesia shows fluctuations, which are quite diverse, but in reality, a macroeconomic
variable such as consumption plays an important role in Indonesia. The high public consumption is caused by the
high population and the competition of the trading partner countries that are trying to export to Indonesia with
potentially high demand due to the population as the fourth largest in the world, therefore, it also can be a trigger
for a high demand in Indonesia. Economic development is the government's efforts to improve the standard of living
of a nation. One indicator of economic development is the increasing sustainable economic growth. Economic
growth is the development of production of goods and tax services which are realized in the form of an increase in
national income. Many researches tries to develop macroeconomic models to look at the factors that influence
national income or expenditure approach, which is often also known as the balance of open economy models.

An open economy is an economy that engages in international trade (exports and imports) in goods and
services and capital with other countries. An open economy is a hot topic that is frequently discussed by economists
of the world; this is one form of a macroeconomic model of development of a dynamic and unique. The relationship
between economic openness (especially trade) and economic growth is the attractive proposition found in any
textbook of international trade. There are several different theories that explain the adverse effects of trade
openness on economic growth.

According to the conventional view, the high economic growth will trigger high inflation, but inflation is lower
in countries that have a higher degree of openness because real depreciation caused by monetary expansion is



not anticipated, causing a bad influence such as increased costs of production with a growing degree of openness,
thus the government will limit the rise in inflation and try to reduce the inflation rate (Romer 2006). The heavy
reliance on import tariffs as a source of government revenue, and also a major aspect of the way of the process of
trade openness in the economy, however, it is slowly beginning to decrease in the presence of free trade
agreements among trading partner countries.

Mankiw (2007) argues that fluctuations or economic shocks may be caused by changes in aggregate
demand “demand shock” as well as changes in aggregate supply “supply shock” rising import prices of intermediate
goods e.g primary raw material prices. Implications of the rise in prices of imported goods on the economy, in
general, can be understood through the mechanism of demand and supply. The mechanism of demand and supply
can be translated through two transmission channels, among others: first, the rise in prices of imported goods will
lead to a negative shock to the supply side “negative supply-side shock”. This means that the rise in prices say the
price of capital goods will lead to increased costs for companies (business), which in turn will influence the
company's decision to increase the number of production or for certain products even reduce the number of
production companies; second, the rise in prices presented the fundamental shifts in terms of trade (terms of trade)
from importing countries to exporting countries. As a result, real income and expenditure in the importing countries
will be reduced.

Thus, the transmission of the rise in prices of imported goods through the two lines will cause a reduction in
aggregate demand and aggregate supply and will give implication in decreasing of output and weakening economic
growth. This will increase production costs and the price of domestic goods offered by manufacturers. The
implication of the impact of the declining in aggregate demand is the reduction of output. In another word, a supply
shock will result in stagflation in which the economy will experience stagnation (falling output) and inflation (rising
prices). In the long run, there will be an adjustment of economic equilibrium.

In this study, the relationship between household consumption and investment impact on national income
in the short term. In addition, this study tries to see the relationship between government spending on the
development of investment into Indonesia. Furthermore, the study also looked at the relationship of export growth
to investment and vice versa, and whether an increase in imports can be influenced by national income. The
conclusion of Serrano and Summa (2012), Kiley (2014), Bania and Stone (2006) and Gupta et al. (2002), that fiscal
adjustment achieved through cuts in spending, and tax increases on consumption, will prevent every country lost
the status “investment grade” status with international investors and avoid increases in the external interest rate
spread and possible external credit constraints, in accordance with the “rudimentary” fiscal dominance view
described above. This will also supposedly improve the credibility of macroeconomic policy and simultaneously
raise the state of confidence of internal investors and stimulate private investment, while reducing consumption,
thus leading to an increase in domestic savings. The Model in this study can provide an example, but economic
conditions and policies in each country that can be an underlying economic model in preparing that entered the
ASEAN Economic Community (AEC) especially for Indonesia.

The next section presents the literature. The third section presents the research model specifications. The
fourth section gives the estimation results for both models and explores the plausibility of features and present
empirical estimates of the implications of the estimation results for the effects of a shift in the interaction of
macroeconomic variables in the short-term economic activity, by comparison to other forecasts. The last section
concludes.



Conclusion

Based on the discussion of the results above, shows that in general, all macroeconomic variables have a significant
effect on economic conditions in Indonesia. Furthermore, when viewed in the proportion of household consumption
and investment still has a dominant proportion and greater influence national income than other macro variables.
As for government spending is positive still affected by the large-small investment into Indonesia, it means that the
increased in investment will increase government spending along with the construction and improvement of public
goods.

The increase in exports in Indonesia is still influenced by the amount of investment in Indonesia and vice
versa, while the increase in imports is driven by the size of national income, especially in the high proportion of the
level of household consumption, this shows that the population in Indonesia cannot be separated of the
consumption of imported goods. Therefore, the government must make a new breakthrough in terms of trade policy.
Moreover, the current State of Indonesia is already faced with the free market era in this case the ASEAN Economic
Community (AEC).
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Abstract:

Regional development is built upon success of both urban and rural areas. This paper observes both areas and emphasis the
position of cities as urban areas. Applying method of location quotient allowed to shed a light on Global Value Chains - GVC,
which cities participate in. Some cities were in a position to take advantage of participation in GVC. The impetus of this humble
work was to look at position of Slovak cities (PreSov and KoSice) in order to look for sectors that can help to develop the city
and its adjacent regions. Examined cities are located in Eastern part of Slovak Republic.

This paper takes into account theories related to employment issues and data on employment. By comparison of two
cities strengths and weakness of each of them were summarized. It is the first outcome of the paper. Second one, method of
location quotient is simple, but provides clear evidence on the regional development or decline in particular industries and time
of observation. Third result were scenarios, predictions emphasising the productive age of people regarding demographic
changes.

Keywords: regional development; input-output analysis; location quotient
JEL Classification: J11, R23
Introduction

Cities position in global world can either be embedded in the region or get disconnected from its own region. There
exist particular sectors to urban economy, e.g. restaurants and hotels. Rapid changes were noticed for instance in
London, Frankfurt already in 1980s and 1990s. The growth of these global cities is fed by location of transnational
corporations, which does not have to apply to cities of smaller scale. Nonetheless, what applies is that “cities are
key sites for the production of services for firms” (Sassen 2002). The overview of the dispersion in terms of various
jobs in production in two Slovak cities by sectors was a motivation for writing this paper.

Paper is organized in two parts. Part one focuses on state of the art and consists of explanation of objectives
and relevant theories, followed by a notes on methods applied. Part two is analysis itself and recommendations
derived on results. Discussion provides reader with limitation of this paper as well as plausible or problematic parts
of the research. Nonetheless conclusions are both general and particular for the cities observed. In this paper, the
focus of research was to identify one possible way of measurement of the outputs and inputs in all industries in two
regions of Slovakia: PreSov and KoSice city. Method of location quotient was applied with dataset of employment
in these two cities only in one year. The analysis emphasizes employment and productive age of the labor force
together with prediction of labour forces dynamics till year 2025 in regions in question.



Conclusion

The development of employment and unemployment in SR is a key question in short and long term perspective of
development of economy. However, employment continues to rise according to the latest data available. It is so,
because of the unfavourable development of the participation and decrease in unemployment after the economic
crises. In line with macroeconomic projection the decrease of unemployment will not stop in the mid horizon and it
is possible to expect the rise of employment.

In near future the projections showed that the rise of employment shall stop and in Slovak economy the
supply side of the labour market becomes a limiting factor of higher economic growth. There might be a challenge
to find the right employees proper for the job. This imbalance can lead to turndown of orders, which can cause
slow-down of economy. Although the job exports propose some allowance of new hiring, importance will be the
adaptation to new expectations in working environments. The challenge would still be how to increase the number
of labour force either by including more of the long-term unemployed people, non-active (above the projections) or
including the rise of net migration, or by the increase of the productivity in economy.

Demographic development in Slovakia and in countries of Europe will not be favourable in next few years.
Demography projection till 2035 of United Nations counts in scenarios with zero migration and calculated decrease
of population in productive age 20-64 years by almost 14% compared to year 2015, i.e. more than 40 million people.

European Commission assumes that the development of the labour market is lagging behind the GDP
development approximately by half of the year, this means that the rejuvenation of economic activity should be
subsequently reflected by stabile creation of job opportunities.

The ageing of population is a problem of EU and also the other European countries, in the Europe as a
whole the population in productive age till 2035 should fall down by 15%, i.e. almost 67 millions of people, providing
the fact that the migration is at its zero rate. Contrary the significant rise of the population eligible for pensions. The
proportion of population in productive age in European countries (EU) should decrease from 60% to 53% by 2035.
In next two decades the projects suggest that the increase of population in productive age in one EU country —
Ireland. Apart from Ireland population in Europe should rise only in Albania and Island.

Urban sprawl might exist on the expense of rural depopulation. Concerning creative class or distinction of
upper-middle class it can be argued and discussed as another option of measurement of city’s development. The
scenarios of job multipliers for both cities only agreed to results of Slovak economy being in downstream (both
referring to the data of the same year 2014) of the GVC participation.
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Abstract:

The article is devoted to theoretical, methodological and practical solving of the problem of assessment of investment
environment at regional level. In the study, the authors used analytical and statistical methods, the method of system and
factor analysis, expert evaluation and correlation. The authors analyzed and structured the main provisions of significant
studies regarding the evaluation of the investment potential of the region, clarified the definition of the basic concepts used in
the territorial investment analysis, described the investment climate of the territory using the investment potential evaluates,
and analyzed the investment activity in the region. The paper summarizes the results of the analysis conducted by the authors
of the regional and budget efficiency of investments, and presents the key provisions of the author's technique of assessing
and forecasting the investment potential of the territory. Taking into account the results obtained by the authors, the strengths
and weaknesses of the study region were highlighted, reserves for improving the investment climate were found, and a model
of investment management at territorial level was developed.

Keywords: investment potential of the region; investment activity.
JEL Classification: R11; R13 ; R53 ; R58.
Introduction

Investment plays an important role in maintaining and enhancing the economic potential of any state and its
constituent entities. In all major countries, some of the investment process regulation functions are transferred to
the regional level of government, making it possible to take into account the investment market specifics. Itis known
that the increase in investments in the region to achieve the main goal of regional development - the improvement
of quality of life of the population - is provided, among other things, by the enhancement of its investment
attractiveness and shifting to innovative development.

Today's insufficient investment attractiveness of a significant part of Russian regions, compared to many
other countries, is the main cause of a considerable shortage of both foreign and domestic investments. Investment



attractiveness of a territory is determined by the degree of favorable investment climate in it, as well as investment
potential and investment risk. Thus, increasing the investment attractiveness and stimulation of investment activity
are the main tasks for any region. Along with the problems of the development of incentive measures and enhancing
the attractiveness of the territory, the issue of “readiness” of the local economic systems to accept investments is
challenging. Thus, the evaluation of elasticity of the regional economic system to the impact of external factors,
including investments, is an urgent problem. This can be evaluated by means of indicator of investment
susceptibility of the regional economy.



Conclusion

It should be noted that the above method of the region's investment potential evaluation not only takes into account
the interests of potential investors and the characteristics of each region, but also makes it possible to evaluate the
potential of each region, without defining its place among others.

We believe this is particularly important in a situation where the investor chooses the area for investment
having no sufficient information to perform the comparative evaluation of the investment potential of all the regions,
and the ranking score has been attributed by rating agency without regard to his individual preferences and
priorities. The proposed investment potential evaluation methodology can solve these problems and evaluate the
investment potential of the region on the basis of available statistical data on the dynamics of the main socio-
economic parameters.

Thus, we can conclude that the above method of the region's investment potential evaluation not only takes
into account the interests of potential investors and the characteristics of each region, but also makes it possible to
evaluate the potential of each region, without defining its place among others.
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Abstract:

In the current context, when the economic reality has become very diverse, volatile and less favorable, the problem of effective
management of financial capability of the Russian Federation subjects is of particular importance. The authors employed a
systematized method for economic and statistical evaluation of the influence of the financial resource availability level of the
Russian Federation subjects as a factor of the socio-economic well-being of today’s territories. The article presents the results
of development and theoretical underpinning of a fundamentally new complex methodological approach to assessing the
effectiveness of managing the financial capability of the regions by comparing the criteria of ‘integrated index of financial
capability’ and ‘growth rates of the socio-economic well-being indicators’ proposed by the authors; its systematic mathematical
algorithm is presented. The authors have researched the feasibility of practical application of the proposed criteria and the
presented mathematical algorithm in assessing the management of the financial capability of the Russian Federation subjects
constituting the Urals Federal District. The article is elaborating upon the area of comprehensive assessment of managing the
regions’ financial capability, which remains under-characterized in the national financial science, and provides an opportunity
to modernize the existing approaches to the assessment.
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Introduction

The high effectiveness of managing the financial stability of some regions’ development while some other territorial
units are in the non-equilibrium state causes problems of the erratic socio-economic well-being process in the
country as a whole, and may cause a series of macroeconomic cyclical fluctuations. In this context, it is crucial



more than ever to expose the effectiveness of managing the financial capability of the Russian Federation subjects
to the economic and statistical analysis, which allows comparing the level of financial capability and the capacity of
the modern territory of getting the maximum return out of its economic space.

The economic situation at present prevailing in the Russian Federation shows a tough asymmetry in the
regional evolution from the standpoint of financial capability. The tools for horizontal and vertical alignment of the
socio-economic development level of the modern communities applied by the government are focused primarily on
providing macro governability of the regional system, which in some degree has led to the dependence on upper-
level governments, exacerbation of social injustice, the reduced interest of the authorities of the Russian Federation
subject in enhancing financial stability. Note that ‘many fiscally decentralized economies rely heavily on transfers
from upper to lower-level governments as well as on equalizing transfers between lower-level governments’
(Lundqvist 2015). As a consequence, ‘...according to the World Economic Forum, Russia ranks 127 in the world on
the development level of the financial sector’ (Rakhlis et al. 2014).



Conclusions
Thus, as a result of the research carried out by the authors:
= a methodological approach to assessing the effectiveness of managing the financial capability of the
Russian Federation subjects has been proposed, holistically taking into account the integrated index of
financial capability and the indicators of socio-economic well-being, which together form the territorial
potential for sustainable development;
= it has been established that the proposed tools for assessing the effectiveness of managing the financial
capability of the Russian Federation subjects would allow for regular monitoring of the actual performance
indicators of the territorial fiscal policy compliance with the optimum values, for increasing the interest of
the regional authorities in reducing the resource dependence on the upper-level governments;
= the discouraging nature of the currently existing mechanisms of forming the financial capacity of the
Russian Federation subjects has been revealed, which do not only hinder the process of augmenting the
socio-economic welfare of the territories, but also have a detrimental effect on the business activity, often
putting economic entities at the brink of survival.
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Abstract:

Consistent changes over a period of time have made the tremendous impact on adopted and aspired behavior at work place.
Despite of several studies on behavior at work the literature of pro active work behavior has not been investigated in several
conceptual settings. The current research is attempting to test the mediation of the organizational culture on the relationship
of proactive work behavior, professional commitment and Psychological well being. The study has taken quantitative approach
with incorporating survey method on 535 employees who are working in service sector in Bangkok City, Thailand. The
mediation has been tested through structural equation modeling and supported with the good indicators of Model Fit. The
finding supports the mediation effects of organizational culture on employees’ proactive work behavior, their professional
commitment and perceived level psychological well being. The study has further given managerial implication in the individual,
group and organizational level. Apart from this the study is also contributing to the literature of Proactive work behavior with
multi level perspectives where individual, team and organizational level have been taken into consideration. With examining
the mediation effects the study would also attempt to bridge the conceptual gap in body of literature with exploring them in the
perspective of pro active work behavior such as professional commitment and psychological well being.
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Introduction

Consistent changes over a period of time have made the tremendous impact on adopted and aspired behavior at work place.
Delegation of the work with decentralization, flexible working scenario, persistent application and chasing innovation, shift from
organizational change approach to transformation are focusing the need of an employee who demonstrate initiative, problem
solving with creative work approach. (Arefin, Arif and Rakeeb 2015, Montani, Odardi and Baabstelli 2014, Schemitt, Harlog
and Betschak 2016).

Proactive work behavior has been conceptualized with individual attention towards the future course of action where
initiative, innovation and taking charge plays important role. Parker and Strauss, 2010 said that being proactive at work is
about making things happen, anticipating and preventing problems and setting opportunities. It involves self-directed work
initiation to bring about changes in work environment and oneself to achieve different future. Pro-activity is important for the
career success (Seibert, Crant and Kraimer 1999). Proactive personality gives effective contribution and commitment to their
respective career (Vandenberghe and Basak 2013). Professional commitment refers as strong feelings of one’s loyalty towards
the profession to which individual work for. The professional commitment of employees often tends to let them demonstrate
the organizational commitment (Baugh and Robert,1994). This refers to the individual involvement in one’s profession (Yang,
Lai, Huang, Hsieh, Lia and Chao 2011). Where individual believes in goals and values of the career are inclined to show
significant effort in professional activities and proud to be into their career they feel their identity with the opted career. In line
with the philosophy the current research is focusing on the examining the conceptual relationship between professional
commitment and proactive work behavior.

However, organizational context plays important role in making the proactive work behavior (Ruepert et al. 2016) and
Organizational subculture was more strongly related to career commitment (Lok and Crawford 1999). The organizational
research on Proactive work behavior of individual employees in organization has blossomed (Grant and Ash 2008) though
there is dearth of studies where mediation role of organizational culture has been investigated in respect to the proactive work
behavior. The effects of proactive behavior on employee emotional well being is also need to conceptualize as this may renders
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impact as the adverse or favorable consequence of demonstrating proactively behaving at work (Wu, Subramanian, Cynthia
and Sharan 2016). Hence the current paper is attempting to overarching the conceptualization and extending the literature of
pro active behavior in the many ways.

First, this is attempting to investigate the relationship between proactive work behavior and individual professional
commitment which renders to answer the questions such as how the level of professional commitment affects the proactive
work behavior.

Second, this would attempt to see whether there is direct relationship between proactive behavior and Psychological
well being of the employee. This reflects to answer the question that whether voice, taking charge, feedback seeking and
innovation at work give psychological impact to their emotional well being.

Third and most importantly the current research has attempted to investigate the mediation effects of organizational
culture on the proposed relationship. As the organizational culture component such as family orientation, open communication,
team work and knowledge of manager may influence the relationship of Professional commitment, proactive work behavior
and employee well being.

To summarize the study is contributing to the literature or Proactive work behavior with multi level perspectives where
individual, team and organizational level have been taken into consideration. With examining the mediation effects the study
would also attempt to bridge the conceptual gap for body of literature with exploring them in the perspective of pro active work
behavior such as professional commitment and psychological well being.



Discussion and Conclusion

The study has aimed to investigate the mediation effects of organizational culture on the pro active work behavior, employees’
professional commitment and their psychological well being. The 535 employees of different service sector have been
participated in the survey. The gathered data has further been explored to test the hypothesized relationship. The statistical
inferences obtained after the analysis of data through structural equation modeling has well supported the theoretical model
and it has been found that organizational culture does affects the propensity of employees’ pro active work behavior, their
professional commitment and psychological well being. As the investigated conceptual phenomenon is novel in nature the
result could not represent with the clear literature support but the culture has given moderation effects of the organizational
commitment (Yiing, Ahmed and Bin 2009). The co relational statistics has supported the presumptions that the professional
commitment of the employees are significantly correlated with the pro active work behavior as the concept has not been studied
earlier there is no evidence in the literature to show consistency in the finding however Shore and Wyne (1993) has investigated
the level of commitment with organizational citizenship behavior and found them significantly correlated as the citizenship
behavior has the little influence of the pro active work behavior, hence may be said that these gives partial support to the
findings. The similar observation for the conceptual relationship of organizational culture and professional commitment has
been reported and they have also been found significantly correlated.

The conceptual investigation between proactive work behavior and employees Psychological well being has also reported with
the supporting statistical inferences and made them significantly correlated which is consistent with the findings of Sharifad
(2013) who have tested the phenomenon with moderation of transformational leadership and found these two variable
significantly correlated in his empirical investigation.

The study has conceptual investigation in empirical settings and profoundly contributes in the several body of the
literature such as organizational culture, behavior at work, professional commitment and employee well being. As the study
concluded that Organizational culture may influence the employee in professional setting to execute his pro activity which may
leads to his further consequences of negative or positive emotional well being status. This also propagates the importance of
organizational cultural dimensions such as open communication, consensual decision making, the team approach and
knowledge of managers in shaping the employee behavioral consequences with respect to his commitment and proactive
approach at work. As the study has been performed with the service sector professional this reflects more importance on its
managerial and organizational implications.

Limitation and future scope of the study

Despite of several precautions the current study has observed the limitations in respect to approachability to the respondents
as the being into the service sector they need to be attentive at work and has less prominent chance to participate in the survey
willingly. As the survey has taken the response of service sector its applicability on manufacturing may differ. The study has
taken one city as the sample area where as this may take longitudinal approach and may also observed on the larger sample
size to present more accuracy in the finding.

To let this phenomenon be studied in manufacturing industry may add the other dimension or perspective as future
scope of research. The study has taken the conceptual investigation on interaction between set of variables where respondents
demographic variable and other pertaining conceptual variable such as their tenure with the employment, level of job
performance etc has not been taken as part of analysis or discussion. Apart from this the current conceptual model may also
be reframed with including the leadership and organizational innovative work culture as employees would tend to be proactive
if the organization has regular practice of innovation at work. The employee pro active work behavior may also further be
investigated with organizational learning propensity.

Implications for organizational development

The current research is facilitating implications in individual, organizational and group level. As per the findings with the
observed variables this reflect that individuals’ proactive work behavior has influence with their professional commitment, hence
those who are having cognitive professional commitment would lead to demonstrate the pro active work behavior. Hence this
has reflected several human resource management implications such as at time of recruitment this may be taken into
consideration that how individuals has demonstrated his cognitive commitment towards their profession with suitable screening
of the candidature. This also give implication in group setting behavior as the more proactive work behavior is relating to
positive or negative well being hence managers or leaders are in need to understand its effective handling at work as this may
give adverse effects as well. At the organizational level this gives implications that organizations are recommended to have
more open communication, participative decision making and effective support of manager to nurture the pro active work
behavior.



References
[1] Belschak, F., den Hartog, D. 2010. Being proactive at work - blessing or bane? Psychologist, 23(11): 886— 889.

[2] Belschak, F. D., den Hartog, D. 2010. Pro-self, prosocial, and pro-organizational foci of proactive behavior. Differential
antecedents and consequences. Journal of Occupational and Organizational Psychology, 83: 475-498.
DOI:10.1348/096317909x439208

[3] Claes, R., van Loo, K. 2011. Relationships of proactive behavior with job-related affective well-being and anticipated
retirement age: An exploration among older employees in Belgium. European Journal of Ageing, 8(4), 233-241.
DOI:10.1007/s10433-011-0203-7

[4] Cooper-Thomas, H. D., Paterson, N. L., Stadler, M. J., Saks, A. M. 2014. The relative importance of proactive behaviors
and outcomes for predicting newcomer learning, well-being, and work engagement. Journal of Vocational Behavior, 84(3):
318-331. DOI:10.1016/j.jvb.2014.02.007

[5] Denison, D. R., Spreitzer, G. M. 1991. Organizational culture and organizational development: A competing values
approach. Research in Organizational Change and Development. Retrieved from http://www.denisonconsulting.com/
sites/default/files/documents/resources/denison-1991-competing-values-approach_0.pdf

[6] Giffords, E. D. (2009). An examination of organizational commitment and professional commitment and the relationship to
work environment, demographic and organizational factors. Journal of Social Work, 9(4): 386-404.
DOI:10.1177/1468017309346232

[7] Lok, P., Crawford, J. 1999. The relationship between commitment and organizational culture, subculture, leadership style
and job satisfaction in organizational change and development. Leadership & Organization Developmental Journal, 20(7):
365-374. DOI:10.1108/01437739910302524

[8] Lachman, R., Aranya, N. (1986). Job attitudes and turnover intentions among professionals in different work settings.
Organizational Studies, 7: 279-293.

[9] Lapina, I., KairiSa, I., Aramina, D. (2015). Role of organizational culture in the quality management of university. Procedia -
Social and Behavioral Sciences, 213: 770-774. doi:10.1016/j.sbspro.2015.11.472

[10] Li, M., Wang, Z., Gao, J., You, X. 2015. Proactive personality and job satisfaction: The mediating effects of self-efficacy
and work engagement in teachers. Current Psychology. DOI:10.1007/s12144-015-9383-1

[11] Parker, S. K., Williams, H. M., & Turner, N. 2006. Modeling the antecedents of proactive behavior at work. The Journal of
Applied Psychology, 91(3): 636-52. DOI:10.1037/0021-9010.91.3.636

[12] Parker, S. K., Collins, C. G. 2010. Taking stock: integrating and differentiating multiple proactive behaviors. Journal of
Management, 36(3): 633-662. DOI:10.1177/0149206308321554

[13] Parker, S. K., Bindl, U. K., Strauss, K. 2010. Making things happen: A model of proactive motivation. Journal of
Management, 36(4): 827-856. DOI:10.1177/0149206310363732

[14] Ruepert, A. et al. 2016. Environmental considerations in the organizational context: A pathway to pro-environmental
behavior at work. Energy Research and Social Science, 17: 59-70. DOI:10.1016/j.erss.2016.04.004

[15] Schlett, C., Ziegler, R. 2013. Job emotions and job cognitions as determinants of job satisfaction: The moderating role of
individual differences in need for affect. Journal of Vocational Behavior, 84: 74- 89. DOI:10.1016/j.jvb.2013.11.005

[16] Strauss, K., Griffin, M. A., Rafferty, A. E. 2009. Proactivity directed toward the team and organization: The role of
leadership, commitment and role-breadth self-efficacy. British Journal of Management, 20(3): 279-291.
DOI:10.1111/j.1467-8551.2008.00590.x

[17] Salanova, M., Schaufeli, W. B. 2008. A cross-national study of work engagement as a mediator between job resources
and proactive behaviour. International Journal of Human Resource Management, 19(1): 116- 131.
DOI:10.1080/09585190701763982



[18] Scott, T., Mannion, R., Davies, H., Marshall, M. 2003. The quantitative measurement of organizational culture in health
care: A review of the available instruments. Health Services Research, 38(3): 923-948. Available at:
http://doi.org/10.1111/1475-6773.00154

[19] Schein, E. H. 2004. Organizational Culture and Leadership. Leadership, 7: 437-448. DOI:10.1080/09595230802089917

[20] Shore, L. M., Wayne, S. J. (1993). Commitment and employee behavior: comparison of affective commitment
and continuance commitment with perceived organizational support. The Journal of Applied Psychology,
78(5): 774-780. DOI:10.1037/0021-9010.78.5.774

[21] Sharifirad, M. S. (2013). Transformational leadership, innovative work behavior, and employee well-being.
Global Business Perspectives, 1(3), 198-225. DOI:10.1007/s40196-013-0019-2

[22] Teng, C. I., Shyu, Y. L., Chang, H. Y. (2007). Moderating effects of professional commitment on hospitals in Taiwan.
Journal of Professional Nursing, 23: 47-54.

[23] Vandenberghe, C., Basak Ok, A. (2013). Career commitment, proactive personality, and work outcomes: A cross-lagged
study. Career Development International, 18(7): 652-672. DOI:10.1108/CDI-02-2013-0013

[24] Wilkins, A. L., Ouchi, W. G. 1983. Efficient Cultures: Exploring the Relationship Between Culture and Organizational
Performance. Administrative Science Quarterly, 28(3): 468-481. DOI:10.2307/2392253

[25] Yiing, L. H., Ahmed, K. Z. Bin. 2009. The moderating effects of organizational culture on the relationships between
leadership behavior and organizational commitment and between organizational commitment and job satisfaction and
performance. Leadership & Organization Development, 30(1): 53 - 86. DOI:10.1108/01437730910927106

[26] Zheng, W., Yang, B., McLean, G. N. (2010). Linking organizational culture, structure, strategy, and organizational
effectiveness: Mediating role of knowledge management. Journal of Business Research, 63(7). 763-771.
DOI:10.1016/j.jbusres.2009.06.005

[27] Zhang, Z., Wang, M., Shi, J. (2012). Leader-follower congruence in proactive personality and work outcomes: The
mediating role of leader-member exchange. Academy of Management Journal, 55(1), 111-130.
DOI:10.5465/amj.2009.0865



OURNAL S ISSN 2393 - 5162 ISSN - L 1843-6110

of Applied “fconomic Sciences






