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Abstract 

This paper addresses the need for the innovation-driven development of the Russian economy in reliance on large business 
and regional innovation-driven development. The authors provide a rationale for the need to develop the national and 
regional innovation systems and bring to light their strengths and weaknesses based on assessments by experts from 
around the world; conduct an analysis of innovation activity within the corporate sector, provide a description of the 
architectonics of innovation activity by corporate establishments amid the impact of global challenges, and stress the need to 
develop the nation’s open innovation model and put together a wide field of communications encompassing small and 
medium-sized enterprises within the area of presence; conceptualize a cluster approach to boosting regional innovation 
activity and its feasibility in Russian reality; provide a characterization of the key preconditions for the formation of innovation 
clusters, their structure, objectives, and principles of operation; conduct a comparative analysis of the major types of clusters 
as production agglomerations and as network ecosystems and stress the promise of the innovation mechanism of clusters’ 
operation based on the Triple Helix model; provide a description of the top priorities for Russia’s cluster policy and touch 
upon its transformation amid the current complicated geopolitical situation and sanction restrictions; come to the conclusion 
about the inevitability of Russia becoming one of the world’s top innovatively developed economic powerhouses and propose 
a set of activities aligned with the ideology of the upward-trending development scenario that are aimed at creating the 
optimum conditions for the engagement of all economic agents in innovation activity and filling the economy with innovation-
related content. 

Keywords: innovation; cluster; innovation; innovation-driven development; modernization of the economy; corporation 

JEL Classification: O10; O14; O31 
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Introduction 
Amid a globalizing economy and the simultaneous occurrence of the processes of intensifying competition among 
the national economies and their integration, scholars, economists, and politicians are getting increasingly 
focused on addressing the latest issues in scientific-technical, economic, and social progress and ways to resolve 
them. Without question, an effective instrument for comprehensive modernization is innovation processes across 
industry, the financial sphere, and the science-and-education environment. The acceleration of the pace and 
expansion of the scale of innovation transformations is inevitably leading to the need to give up on outmoded 
products and technology employed in activity, which may now be regarded as a sort of barrier in the path of the 
progressive development of human civilization. In a climate like this, it appears to be highly important for all 
subjects of economic relations to realize the significance of fostering innovation transformations and stepping up 
their innovation activity.  

The purpose of this paper is to analyze the country’s national and regional innovation systems and 
establish the role of corporate establishments in the innovation-driven development of the area of presence, as 
well as to explore the mechanism underpinning the operation of innovation clusters directly influencing the 
efficiency of innovation transformations in a climate of Russia’s economic instability.  

The work owes its relevance to the need to find a way out of a unique situation in which Russia has found 
itself on the highway to an innovation-driven economy, the cause whereof being the confluence of a set of 
negative factors of an internal and external nature. Thus, by the late 2014 the Russian economy started to clearly 
show signs of a slump. Things have only gotten worse since then, with the nation’s GDP shrinking 3.7% and the 
price of the ruble dropping 127% at year-end 2015. Today, Russia is at the height of a severe economic 
recession. The aggravation of the nation’s economic problems has been facilitated by a variety of factors, like 
dropping oil prices, economic sanctions, as well as a weakened internal market. In a climate of this kind, there is 
a clear awareness of the need to take urgent measures aimed at creating the conditions necessary to resolve 
Russia’s innovation-based objectives of modernizing the domestic economy in reliance on large business and 
innovation-driven regional development.  
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Conclusion 
Thus, the research study reported in this paper cogently attests to that imparting an innovation-driven nature to 
the Russian economy requires the large-scale implementation of scientific, technical, and technological 
innovations, which may be regarded as true attributes of an innovation-driven economy. This requires carrying 
out a set of measures, including: developing existing and creating novel hi-tech production operations aimed at 
turning out competitive products; shifting to non-resource-based economic development, including via the 
creation of hi-tech lines of business; implementing import-substitution programs with support for domestic 
manufacturers, boosting the efficiency of exports against the backdrop of declining imports, and stimulating 
increases in internal consumer demand for domestic products; boosting energy and resource efficiency and the 
efficiency of managing property and fostering the development of infrastructure capable of minimizing transaction 
costs in all sectors of the economy; creating territorial clusters where it would be possible to implement mega- 
and infrastructural projects; attracting internal and external investment based on well-reasoned decision-making 
and implementing efficient investment projects based on the principles of private-public partnerships; creating 
incentives for the innovation activity of enterprises, reducing the polarization of regions based on the 
development of the system of strategic management of regions, and boosting the potential of subsidized regions; 
boosting the sustainability of the financial system, putting together flexible tariff, customs, and tax policies, and 
fostering budgetary financial support for small and medium-sized business.  
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Abstract 

Blending technologies play a significant role in manufacturing, especially in the field of chemistry. The design and operation 
of these technologies represent a special field of supply chain management because of the significant approach of 
technological and logistic aspects. The aim of this paper is to present a model framework and a mathematical model of 
outsourcing possibilities of manufacturing processes applying blending technologies. After a careful literature review, this 
paper introduces a model framework including purchasing, manufacturing and distribution functions. The proposed 
mathematical model describes a typical supply chain of blending technology based manufacturing including suppliers, 
manufacturers, outsourcing possibilities and customers. The optimization problem includes decisions focusing on 
procurement, supplier selection and outsourcing allocation problems. Numerical results with different datasets demonstrate 
how the proposed model takes technological and logistic aspects into consideration and the results of the analysis confirm 
that outsourcing is a valuable cost-cutting tool for blending technologies. 

Keywords: outsourcing; blending technology; cost analysis; economical evaluation; manufacturing 

JEL Classification: L60; L90; M11; M21 

Introduction 
The efficient blending of components to meet specifications has been a growing research area in recent years. In 
short, blending problems can be described as follows: multiple component streams with various parameters enter 
manufacturing plants using blending technologies where they are assumed to be perfectly blended in some 
desired proportion to meet the predefined specifications. The goal of this problem is to define the optimal material 
flow, which can be determined by procurement decisions, supplier selection and outsourcing allocation. Based on 
the importance of the petrochemical industry, it can be concluded that the research topic is quite relevant. The 
increasing importance of the petrochemical sector and the intention to find cost-cutting solutions for blending 
technologies was a motivation for writing this paper. Besides this introduction, the remaining parts of the paper 
are divided into four sections. Section 1 presents a literature review, which systematically summarizes the 
research background while section 2 and 3 presents the model framework and the mathematical model of 
outsourcing possibilities of manufacturing processes applying blending technologies. Section 4 contains the 
results of numerical analysis. The last section concludes the study with some policy options. Conclusions and 
future research directions are discussed in the last section. 
Conclusion 
This study developed a methodological approach for supply chain optimization of manufacturing companies using 
blending technologies. In this paper, firstly we review and systematically categorized the recent works presented 
for outsourcing optimization of supply chain. We analysed the selected articles1 from the point of view subject 
area, year of publication, used keywords, citation and scientific contributions. Then, motivated from the gaps in 
the literature, a model framework for supply chain including outsourcing possibilities of blending technologies was 
proposed: the model framework makes it possible to define typical models depending on the problem and 
complexity of the supply chain. We proposed a mathematical model for the description of a typical supply chain of 
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blending technology based manufacturing including suppliers, manufacturers, outsourcing possibilities and 
customers. The optimization problem includes three decisions: volume of components to be purchased to blend 
them in a desired proportion to produce goods in a defined quality; selection of suppliers and outsourcing 
allocation. Computational results of the described model are presented with different datasets. 

As the results show, outsourcing possibilities are cost-cutting tools for blending technologies, but the 
parameters of logistics and technology influences the efficiency. The results can be generalized, because the 
model can be applied for other technologies, especially in the case of assembly sector. The described method 
makes it possible to support managerial decisions; the operation strategy of the supply chain and the 
procurement contract can be influenced by the results of the above described contribution. 
However, there are also directions for further research. First, although the logistic costs are considered in this 
paper, logistics strategies (e.g. inventory holding or routing) are not taken into consideration. In further studies, 
the model can be extended to a more complex model including logistic strategies. Second, this study only 
considered the problem as MILP and MINLP problems but in the case of increased complexity the problem can 
be described as an NP-hard problem. Third, the model can be tested with real data sets. This should be also 
considered in the future research. 
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Abstract 

This paper provides new evidence for a causal effect of asset growth on stock returns by using decomposition method. The 
sample used in this research is non-financial manufacturing firms listed in Indonesia Stock Exchange (IDX) in the year of 
2010 - 2015. The asset growth testing was done by conducting regression analysis. The paper results were indicated by 
using decomposition method for a causal effect of asset growth, book-to-market, and firm size on stock return. In addition, 
assets and liabilities decomposition known that the growth of fixed assets and retained earnings have a positive influence to 
return firms. The result by decomposition method asset growth has a positive effect on stock returns, or in other words, the 
higher the asset growth, the higher the stock return. Others, the cash growth negatively affect to stock returns at the time of 
the asset and operating liabilities have a negative significant effect on stock returns. The decomposition method asset growth 
has a positive effect on stock returns, in other words, the higher the asset growth, the higher the stock return. At last, the 
cash growth negatively affects to stock returns at the time of the asset and operating liabilities have a negative significant 
effect on stock returns. 

Keywords: asset growth; decomposition method; return; size; book to market 

JEL Classification: F36; G10; C12 

Introduction 
The value of the firms according to Fama et al. (2008) showed solely a function of investment opportunities in a 
perfectly competitive market while the presence of the growth firms in the future was indicated by the growth of 
opportunities. This can be seen by the opportunity to invest is owned and available for firms in the future. 
Badrinath and Wahal (2002) examined the variables asset growth with the firms' risk level. The firms with a high 
level of asset growth will increase the risk. The firms are considered to have a high risk, in case if it has a high 
uncertainty of the rate of return on assets (Prasetio 2010). The uncertainty return on the assets in the future will 
affect the accuracy of the firms to predict the revenue that will be received in the future. 

Investors ensure the value of the company to determine its shares. The value of the company according to 
Fama et al. (1995) showed solely a function of investment opportunities in a perfectly competitive market while 
the presence of a growth company in the future is indicated by the growth of opportunities. This can be seen that 
the investment opportunities are owned and available to the company in the future. A number of investment 
opportunities in the future is reflected in the market value of the company in which, investment opportunity is a 
combination of assets in place and the present value of growth opportunities of the company. 
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Investors also make an assessment by looking at the fundamental aspects of asset growth of the firms 
invested. The growth of the firms' assets is expected to increase a number of assets where the firms' production 
will increase the production capability so that the results will increase one’s corporate profits. With the increasing 
profitability of the firms and the effect on increasing the return, both are expected by investors (Laksana 2016). 

The terms of firm funding involving decisions made in the firm compose funding sources are used by the 
firm to finance the production. There are several sources of funding that can be used by firms such as long-term 
debt, preferred stock, and common stock. Firm’s funding decisions will be influenced by the trade off between 
timing and risk to be gained when it uses these funding sources. Internal funding sources such as retained 
earnings will strengthen the financial position of the firm in the future. And part undistributed profits to the owners 
will be used to back up to face the risk of losses in the future as well as to increase the firm’s assets.  

A research by Fairfield (1994) conducted a test about the effect of growth in operating assets by looking at 
the presence of mispricing at accrual earnings. The firms' growth may occur due to the firms' net assets is lower 
than the market value. Carlson et al. (2004) also conducted research focused on cash flow decomposition 
including fixed costs, income from assets, and the opportunity to grow the firms. Cooper et al. (2008) used annual 
reports from 1968 to 2003 examined the effect of asset growth on stock returns, using cross-sectional growth in 
assets of funding and investment. This paper is crucial especially for the asset growth evidence in emerging 
market such as Indonesia. Investors, currently, used the CAPM model (Capital Asset Pricing Model) in estimating 
the return of a security. Capital Asset Pricing was used to determine the return of an asset at equilibrium 
conditions. 

Fama et al. (1992b) examined the relationship between the beta and the average cross-sectional in the 
period 1963 -1990 by taking samples NYSEX, AMEX and NASDAQ. The research included for the size, leverage, 
book-to-market equity and earnings price. When these factors are included, it found an empirical evidence that 
the cross-sectional variation in returns strongly associated with variable size and book-to-market equity. Fama 
and French with three-factor models asserted significantly that this model has a better ability than the single 
factor of CAPM. At last, this paper incorporates the asset growth as a risk factor that affects on stock returns by 
size, book to market and applies decomposition method. 
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Conclusion 
The result of this study provides an empirical evidence and supports the theory proposed by Carlson et al. 
(2004), Pontiff et al. (2008) and Cooper et al. (2008) which stated that the growth of assets has an influence on 
stock returns. This research is expected to further clarification both the relationship between asset growth and 
stock returns using decomposition method, in which it can be used as a benchmark for investors and securities 
analysts in determining the risk in the investment decision. By decomposition method asset growth, it has a 
positive effect on stock returns, or in other words, the higher the asset growth, the higher the stock return comes. 
A cash growth negatively affects to stock returns at the time of the asset and operating liabilities have a 
significant negative effect on stock returns. 

This paper based on asset growth component in terms of funding and investment. Decomposition shows 
the components of a strong asset growth effects to stock returns. From decomposition, the fixed asset investment 
growth has a positive effect on stock returns in terms of funding and retained earnings growth and growth equity 
positive effect on stock returns. This paper uses secondary data and samples public company with manufacturing 
industry in Indonesia Stock Exchange in the year of 2010 - 2015, and the influence of the type of industry that 
may affect was not included in the models. The result of this study provides an empirical evidence and the theory 
supports an asset growth. The firm who is trusted by the market will achieve a higher rate of asset growth than 
the firm that shows the expected lower growth rate. It also found that the main factor that explains the difference 
between the asset growth of these firms is the expectation of profit growth and growth equity firm, according to 
the investors desire to the firm in the future. 

The growth of the firm assets could be a special level values for investors. Some factors toward the 
accuracy of information and speed information will be reflected in the price of securities. Surely, the response of 
asset growth can not be directly reflected on the spot, but there is a gap between the receipt of information and 
price reaction in receiving and processing the information. Systematic risk factors will also be reflected in the 
growth of the firm assets. Then, a failure to grow and develop assets will increase the burden on the company. At 
last, the greater the risk of failure and load the c firm, investors will tend to release the shares, causing the stock 
price down. 
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Abstract 
The article considers the importance of the banking sector in ensuring the economic growth of the country. The goal of the 
article is to analyze the current state and tendencies of the strategic planning in the banking activity. Its results allowed to 
define the basic points of the Russian banking sector growth. The scientific novelty lies in systemizing the modern strategic 
approaches of Russian banks to planning the activity and forming areas of the Russian banking sector development on the 
basis of its growth points. Conditions of the globalization of financial markets and banking business cause the necessity to 
transfer the Russian banking sector from the extensive development model to mainly intensive development. It will 
considerably increase the competitiveness of Russian banks and national banking sector, as a whole. The conducted 
research is based on the methods of economic and statistical analysis and economic modeling. The basic result of the 
research is the development of the matrix related to selecting the strategy of the commercial bank development taking into 
account the “growth points” and “narrow spaces”. Besides, the scenario approach to selecting a specific banking strategy 
was offered. 

Key words: banking sector; commercial bank; strategic planning; growth point; economic growth 

JEL Classification: G21; O10 

Introduction 
In the modern context the development of the banking and real sectors of economy is stipulated by the mutual 
integration of production and financial processes. The impact of the banking sector on the development of the 
national economy is defined by the efficiency of the commercial banks development. In the context of the market 
economy the latter fulfill functions of financial intermediaries and stimulate the work of the mechanism related to 
transforming savings into investments. The guarantee of success and stability of the banking activity 
development is its strategic planning based on searching and efficient use of growth points and a specific 
commercial bank, and the national banking system as a whole (Kazarenkova et al. 2014).  

Commercial banks make up the basis of the money and credit system. Their activity is closely related to 
the needs of reproduction of the real sector of economy. Being the central link of financial relations, meeting 
needs of producers in funds and settlements, commercial banks mediate the relations among the industry and 
trading, agriculture and population (Hitt et al. 1995). The system of commercial banks plays an important role in 
ensuring a stable economic development by fulfilling controlling and regulating functions imposed on credit 
establishment. That is why it is difficult to over-estimate the importance of the banking system stability 
(Brunnermeier and Markus 2009). 

Meanwhile, the Russian banking system development is peculiar of the fact that it is subject to a great 
number of various financial crises of the global, local, and system nature. That is why the majority of national 
banks prefer to solve current, operative problems rather than to carry out strategic planning that anticipates the 
estimation of problems and perspectives of the development of the bank activity for a long-term period of time 
(Sherenov 2015). Taking into account the continuous and deep integration of the Russian banking system in the 
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global and monetary flows, the activity of commercial banks is affected by a lot of factors of uncertainty that make 
it difficult to forecast the banking activity, and hence to form the adequate and high quality strategy of the banking 
business growth. In the modern context of Russian banks functioning, it is necessary to have an essentially new 
approach to planning the activity, analyzing terms and conditions of its development, and estimating the achieved 
results (Prosalova and Smolyaninova 2015). Solving these tasks belongs to using tools of strategic planning of 
the banking business. 



Volume XII, Issue 4 (50) Summer 2017 

 

Conclusion 
In the context of globalization of financial markets and the banking business, there is a necessity to provide the 
transfer of the Russian banking sector from the model of extensive development to mainly intensive development. 
It will considerably increase the competitiveness of the national banking sector (Khasyanova 2014). The 
formation of the efficient banking system of the country in terms of its institutional and organizational structure lies 
within both the state’s and economic subjects’ interests.  

The banking system is extremely important in providing the economic development of the country. 
Commercial banks that make up the basis of any banking system fulfill the functions of financial intermediaries, 
and influence the stability and efficiency of the economy growth, and improvements of the people’s lives. 
According to the “Strategy of the Russian Financial Market Development for the Period up to 2020”, the basic 
goal of the development of the Russian banking sector is the “active participation in modernizing economy on the 
basis of the considerable increase in the level and quality of banking services rendered to organizations and 
population, and providing its system stability”.  

At the present time there are a lot of types and kinds of strategies that can be developed and implemented 
in the banking activity in order to develop it. When forming a banking strategy, it is necessary to take into account 
the specificity of developing the activity of the commercial bank and market of banking services, as well as 
importance to provide the bank stability and its impact on the stability of the banking system as a whole. The 
activity of a modern bank without using at least elements of strategic management cannot be efficient (Khrustalev 
et al. 2013).  

According to the results of the conducted research, it is possible to single out the following peculiarities of 
strategic management in Russian banks: the mission obligatorily includes a social component of the banking 
activity, the external environment of the bank is almost not analyzed, and the competitive position of the bank on 
the market is not estimated, criteria and indicators of the estimation of the efficiency of implementing the banking 
strategy are not defined. After estimating the efficiency of the development strategies implementation in the 
banks under research on the basis of analyzing efficiency and riskiness of the banking activity, it is possible to 
make the conclusion about rather high quality of strategies.  
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Abstract 

The study aims to determine the nature of the effect produced by dividend policy on the market price per share as a factor of 
company’s efficiency. In this regard, the study develops the concept of direct functional effect of the dividend policy on the 
market price of the company’s stock. The principal advantage of this approach is represented by the possibility to determine 
the intensity of change and the elasticity of the market price per share affected by the dynamics of dividend payout ratio 
given the institutional environment and the industry the issuer belongs to. It also helps determine the influence and provides 
arguments for establishing the modern type of companies’ dividend policies under the conditions of both developing and 
developed stock markets. This approach establishes directly proportionate meaningful effect produced by the company’s 
dividend policy on the market price of its shares and makes the basis for improving theoretical foundations of dividend policy 
management systems in joint stock companies. 
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Introduction  
Dividend policy is one of the key factors of redistributing companies’ profits and, consequently, of the financial 
security of their businesses. Dividend policy is understood as a component element of the company’s general 
financial policy optimizing the proportions between consumed and capitalized profits in order to boost the 
company’s market value. Inasmuch as the principal objective of dividend policy is to establish the required 
proportionality between the current utilization of the profit and its future growth ensured by sufficient investments, 
this policy can help maximize the market value of a company and secure its strategic development. Traditionally, 
dividend policy and the effect it produces on the market price of the company’s shares represent one of the most 
controversial aspects of business activity leading to the heated disputes among financiers and scientists. Should 
the companies pay out the dividends and, if they should, how much of their profits should these dividends make? 
How would the investors react to dividend announcements? Up to now, there have been agitated discussions on 
the significance of the dividend policy for the companies’ businesses, on whether they should pay out dividends, 
on whether the payouts affect the market value of the company and the welfare of the shareholders (Brawn and 
Sevǐc 2015, Lee and Mauck 2016).  
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Conclusion 
Dividend policy directly and proportionally affects the company’s market price per share. The power of the effect 
depends on the maturity of institutional environment and on the industry to which the issuer of the share belongs: 

§ under the developed stock market conditions, the effect produced by the level of dividend payments on 
market price per share is more significant than it is under the conditions of the emerging stock market.  

§ across the industries under the developed stock market conditions, the strongest effects of dividend 
payments on market price per share are observed in such sectors as Industrials, Healthcare & 
Pharmaceuticals and Consumer Products. Under the conditions of the emerging stock market, the 
market price per share is largely affected by dividend policy in Telecommunications. 

§ the elasticity of the market price per share relative to dividend policy also depends on the level of 
development of institutional environment and on the industry to which the issuer of the share belongs.  

§ under the conditions of the developed stock market, the market price per share is characterized by the 
elasticity that tends to grow sustainably. The insensitivity (non-elasticity) of the market price per share 
affected by the changed dividend payout rates has been discovered in the countries with developing 
stock markets; and the trend was on the rise. 

§ in such industries of global economy as Basic Materials, Consumer Products and Financials in the 
countries with developed stock markets the market price per share remained insensitive when affected 
by the changed levels of dividend payouts per share; 

§ under the conditions of the elasticity of the market price per share relative to the levels of dividend 
payouts, perspective dividend policy focused on continuous growth of dividends was found to be a key 
factor of successful interaction. If the market price per share is insensitive, then the desired effect can be 
ensured by implementing conservative dividend policy and by systemic regularity of dividend payouts to 
the investors. 
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Abstract 

The paper examined the technical, pure technical and scale efficiency in Australian Real Estate Investment Trust (AREITs) 
to determine best practice for operations to enhance the performance of REITs. Ten Australian REITs from 2004 to 2011 are 
examined in terms of input and output variables in the efficiency measurement using the non-parametric approach to 
benchmark and determine which of the REITs are efficient. Input orientation Variable Return to Scale Data Envelopment 
Analysis (VRS-DEA model) is used for the entire sample using the DEAP version 2.1. Three inputs are utilized which are 
operating expenses, administrative expenses, and interest expenses. Meanwhile, outputs used are total assets, enterprise 
value. As results, of all 10 Australian REITs involved in this study, it shows that the average efficiency score 72%, which 
means the REITs could minimize the cost to decrease inefficiency by 28%. The result reveal that all the Australian REIT 
shown high efficiency score in the year from 2004 till 2007 and then the efficiency score decline dramatically until year 2011 
which appeared clearly due to the global financial crises. These preliminary findings highlight the pre and post era of the 
Global Financial Crisis (GFC), which will examine the effects of GFC on the efficiency for Australian REITs. 

Keywords: data envelopment analysis; efficiency; Real Estate Investment Trust (REITs); technical efficiency 
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Introduction  
Real Estate Investment Trust (REITs) growing on a large scale in the United States, Europe and the Middle East, 
therefore, small investors can easily obtain shares through investment in real estate investment funds without 
having to buy commercial real estate investment funds. Real estate assets produce income and owned by the 
REITs includes, offices and shopping centers, apartments, hotels, resorts and building companies, self-storage 
facilities, warehouses, mortgages or loans. Australia Real Estate Investment Trusts (AREIT) one of the largest 
sectors on the Australian Stock Exchange. The total market capitalisation of the sector rivals the banks and 
resource stocks.  

There are 47 Australian Real Estate Investment Trust (Listed Property Trusts). For most investors it is 
unfeasible to own commercial assets by itself or it would not be efficient from a portfolio diversification 
perspective. REITs allows individual investors to gain exposure to direct real estate assets in their portfolio. While 
Australian investors love invest in property. REITs is one of the most accessible means for individual investors to 
gain exposure to Commercial Real Estate. It is also tax efficient. REIT Distributions does not have franking credits 
because the income is not taxed if it’s paid out to investors. The primary objective of this research is to undertake 
in-depth evaluation and examination of the efficiency of the AREITs, for a balanced panel data which covers 10 
companies operating in Australia for the period 2004-2011, by estimating a non-parametric approach Data 
Envelopment Analysis. The remaining of the paper is structured as follows. The next section will discuss the 
previous studies of efficiency in REITs. This is followed by Section 3, where we provide a brief review on data and 
research methodology. Section 4, provides the results and discussion of the efficiency of Australian REITs. The 
study concludes in Section 5. 
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Conclusion  
In conclusion, it should be noted that the partnership between the state and business in most cases positively 
affects the economic growth and leads to the structural changes in productive activities; it promotes innovative 
projects and state-of the-art technologies. This interaction makes it possible to engage extra funds into 
infrastructure projects, into industrial sector, healthcare, education, public utility, telecommunications, etc. The 
institution of public-private partnership ensures the development of productive, social and innovative 
infrastructure taking into account the interests of business and engaging the business: it improves the efficiency 
of the employed state property and state funds, it encourages the private sector to develop entrepreneurial 
activities in the areas that possess the highest potential for economic growth. The authors of this study believe 
that the establishment and the implementation of partnership between state and business should be the 
dominants of the innovative growth of Russia resulting in improved investment activity and better performance of 
the investment sector of the economy decreasing the unnecessary costs in the budgets at all levels while 
implementing socially important investment projects and programs. Undoubtedly, to solve the issue of 
modernizing Russian economy, higher efficiency of the investments based on public-private partnership 
mechanisms would be prerequisite.  
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Abstract 

This study is aimed at searching for a tool capable of measuring the performance of CSR disclosure of companies in 2006 
(pre-crisis) and 2010 (crisis). All this in order to verify whether: H0: CSR disclosure does not change during a time of financial 
crisis; H1: CSR disclosure changes significantly during periods of financial crisis. 

The object of study concerns the content of the sustainability report drawn up in accordance with GRI criteria by 
companies listed on the FTSE-MIB that have been using this standard at least since 2006. If we take a look at previous 
studies, which follow the logic of content analysis, we identify and find keywords (environmental and social ones derived from 
the GRI framework) in the sustainability report. In order to be considered valid, the keywords must meet a set of 
predetermined rules. These on a whole configure a scoring system. The scores reported are used to verify the hypothesis of 
the study, to determine to what extent CSR disclosure has suffered, like all the other indicators, of the financial and economic 
crisis. 

Keywords: corporate social responsability; content analysis; GRE; social responsibility report; disclosure 

JEL Classification: M14; M41; M42  

Introduction 
Corporate Social Responsibility (CSR) is a current topic that is much debated in academic circles. Scholars are 
faced with two types of issues, primarily the lack of a commonly accepted definition of CSR and secondly the 
issue of being able to measure it. This study agrees with the definition of CSR by Edward Freeman and the 
stakeholder theory that in literature is "opposed" to shareholder theory. 

To measure the performance of CSR disclosure, our study starts from the GRI standard most in use 
today, at least in the sample considered, and from the sustainability and social responsibility reports and financial 
statements, and applies the tool of content analysis. 

Previous studies regarding the measurement of CSR performance in a context of crisis have translated 
the judgment on the level of application of the GRI standard (expressed by a letter) into a numerical system. This 
study, while recognising the validity and value of previous studies and following the approach based on content 
analysis, examines what companies claim to do (through the analysis of "social" responsibility reports). The 
choice of the content analysis tool, as well as being supported by academic articles that preceded this study, is 
supported by the fact that the economic, social and environmental information contained in the sustainability 
report is not always present and/or comparable in time and space. This problem is overcome by analysing the 
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single word that framed in a default rule system ensures that our study has the required objectivity and 
comparability over time and space.  

Everything is analysed in context before the crisis (2006) and during the crisis (2010). The economic crisis 
offers a unique opportunity, allowing us to make comparisons between the current situation and the one prior to 
the crisis. The context of this study is the financial and economic crisis that started in 2008 in the U.S.A. following 
the subprime mortgage bubble burst (Morselli 2011). This crisis, unlike the previous ones, calls into question the 
entire global economic system, forcing governments and businesses to identify a new path of development. A 
path where values, trust and corporate social responsibility become essential. 

The choice of linking CSR performance and the economic crisis is not accidental, because it is believed 
that the crisis of 2008 is not only economic but also, and especially, concerns the values that underlie the whole 
economic system. 

The study is aimed at verifying the hypothesis supported by the data analysis of the sample corresponding 
to the requirements identified. The data is analysed using open source R statistical software and statistical tests 
(Shapirowik, T Test and where the T test cannot be used, using the WilcoxonRank Sum and SignedRankTests), 
which are highly recurrent in literature, precisely as a means to verify the assumptions previously postulated. 
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Conclusions 
The cause of the crisis we are experiencing is not only due to economic and social aspects, but, above all, to 
issues related to values.  

Although the recession that started in Italy in 2008 is still not over, we can say that society did not give 
much importance to the warning signs of the crisis of values that we are experiencing (see among all the Enron 
case). Values have been set aside because absolute priority was given to profits without thinking of anything else 
but how to increase them.  

The rediscovery of the key importance of values in the economic relations and the rebuilding of trust 
between stakeholders in social relations are the only tool that will allow us, albeit in the long term, to rebuild a 
better society that is economically and socially sustainable, to which future generations will be able to give their 
contribution.  

This is the logic behind our study, which was presented and with which we want to highlight that 
companies, because they are businesses formed and governed by men, are bearers not only well-being and 
development, but also of values. Values are therefore central and are reflected in all actions and decisions that 
the companyand its governance take daily. The values of which they are bearers find representation in 
sustainability reports, which explains why we analysed them.  

In a context of crisis, businesses are led to reduce CSR activities immediately, and the analysis conducted 
here also shows how the disclosure of CSR changes significantly when comparing 2006 (pre-crisis year) with 
2010 (year of crisis). 

The result shown here is one of many truths, as there are cases of companies mentioned in this study that 
even in a context of crisis continued to invest in CSR and in the values that it represents. When looking at the 
available figures, these firms have suffered from the financial and economic crisis of 2006 less than their 
competitors (see primarily Whole Foods Market). This study can be further developed by updating the research 
data, extending the period of analysis and analysing the data from other countries. 
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Abstract: 

The purpose of this study is to find the effect of trade liberalization and government spending on welfare, both directly and 
indirectly, through the mediation of the inflation rate.The research method used in this research is the Library Research, as a 
form of research that utilizes the available literature in the form of books, journals, data and other empirical studies. These 
materials can be obtained from the library directly or Internet. The data used in this research is secondary data from multiple 
data sources, such as the International Financial Statistics of the IMF, World Bank, Bank Indonesia report, Central Bureau of 
Statistics (BPS) and other sources. All of the data used in this study are the annual data for each research variable from 
1986 to 2015.The result show that there is significant influence between the variables Liberalism trade and government 
spending to the inflation rate. Similar results were found on the influence of trade liberalism and the level of inflation on 
welfare having significant influence. But unlike the effect of government spending on welfare who has no direct influence. 
However, it was found that the rate of inflation mediating variables influence trade liberalism and government spending on 
welfare. 
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Introduction 
In the globalization era, today, there are many issues related to the trade liberalization dominate the commodity 
trading in international market, as occurred in Indonesia. It is occurred to face the trade and investment liberalization 
in 2020 for the developing countries and in 2010 for the developed countries. In general, the trading sector has a 
considerable contribution in the economy of every country, especially for Indonesia, it is the second largest sector, 
after the household consumption, towards the Gross Domestic Product (GDP). Nonetheless, in general, the 
developing countries, including Indonesia, admit that the policy in trade restriction using tariff is not only to protect 
the domestic import substitution industry but also to increase the government revenue. It is worried that the domestic 
import substitution industry is not able to compete with the similar industry in International market due to the 
relatively low competitiveness. The low competitiveness can be due to the relatively low efficiency and productivity. 

Furthermore, in recent years, the trade liberalization is increasingly promoted as one of the best 
mechanisms to reduce the poverty rate in the world that is recently increasing (Weisbrot, Rosnick and Baker 
2002). Therefore, the effect of trade liberalization on the domestic exchange rate, tax revenue and future welfare 
is a very important issue in practice. Accordingly, this research tries to observe and analyze these relations, 
especially in Indonesia, with a purpose to find the effect of trade liberalization and government spending on 
welfare, both directly and indirectly, through the mediation of the inflation rate. 
1. Literature review 

According to Salvatore (2004) in Nongsina and Hutabarat (2007), the theoretical backgrounds of international 
trade that become the background of the trade liberalization are, among others, comparative advantage theory 
and factor endowments theory. David Ricardo makes perfection on the absolute advantage theory by Adam 
Smith by expressing the comparative advantage theory. The comparative advantage theory states that under the 
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conditions of free trade, even if one of the countries is absolutely less efficient than other countries in producing 
both goods, while another country, in fact, has an absolute advantage in producing both goods, but these two 
countries are still possible to conduct trade and gains from trade can still be received by both parties.  

The first country (absolute disadvantage country) should specializes in producing and exporting 
commodities which have the least absolute disadvantage (these commodities are called as the comparative 
advantage) and imports the commodities which have the most absolute disadvantage (these commodities as the 
comparative disadvantage). Conversely, the second country (absolute advantage country) will specialize in 
producing and exporting of the commodities which have the most absolute advantage (these commodities are 
called as the comparative advantage) and importing the commodities which have least absolute advantage 
(these commodities are called as the comparative disadvantage). 

Therefore, according to Salvatore, in the international trade, this Ricardian model illustrates that the 
benefits of the trade would promote international specialties. Each country will shift its resources from the 
inefficient sector or industry to the relatively more efficient sector or industry. The Ricardian Model also 
emphasizes that it is not only all of the the participating countries that will benefit from this trade, but all 
individuals will be better because, according to Ricardian, international trade does not affect the distribution of 
income. 

Many economists believe that the international trade theory (Ricardian theory and Heckscher_Ohlin 
model) has failed to provide a complete definition concerning the structure of world trade (Chacholiades 1978). In 
general, it said that the data of world trade consists of several empirical rules that seem to be inconsistent with 
the traditional trade theory, that rises a variety of alternative theories. 

The things that cause the inconsistency are, first, the fact shows that more than half of the world trade 
occurs between countries that have similarities in the factor of abundant production in their respective countries 
(trade among similar economies). Second, most of the world trade, especially for the trade between the 
developed countries, have the exchange of the relatively similar goods or is also called as inter-industry trade. 
Third, the current world trade indicates an increasingly liberal way. 

Boediono (2001) states that there are five benefits of the opening of trade liberalization. First, the market 
access will be broader, so that it allows to gain efficiency since trade liberalization tends to create new production 
centers as the locations for interrelated and mutually supporting industrial activities, so that the production costs 
can be reduced. Second, the business climate has become more competitive, thereby reducing the activities 
which are 'rent seeking' and encouraging employers to increase productivity and efficiency, not how to expect to 
get facilities from the government. Third, the more liberal trade and investment flows facilitate the technology 
transfer process to increase productivity and efficiency. Fourth, the more liberal trade provides the correct price 
signal, so that it increases the efficiency of investment. Fifth, the more liberal trade increases consumers' welfare 
because it opens several new options. However, in order to run the trade liberalization smoothly, a competitive 
market needs a support of legislation governing the fair competition and prohibiting the monopolistic practices. 

The result of a comparative study estimates the acquisition of benefits between the scenarios of trade 
liberalization process. Feridhanusetyawan and Pangestu (2003) states that the implementation of liberalization 
commitments through the Uruguay Round (WTO) that is followed by the unilateral liberalization policy, internally, 
would be beneficial for Indonesia compared with the implementation of the Uruguay Round as a single 
implementation. Meanwhile, the establishment of AFTA is estimated only to provide relatively small additional 
benefit for Indonesia or other ASEAN member countries, since the ASEAN region and market are also relatively 
small. In addition, the trade of ASEAN countries is more conducted with the non-ASEAN countries, whereas the 
tariff reduction agreement applies only to the ASEAN member countries. Consequently, the tariff reduction 
through AFTA agreement becomes ineffective. 
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Conclusions 
Based on the results of analysis show that there is significant influence between the variables Liberalism trade 
and government spending to the inflation rate. Similar results were found on the influence of trade liberalism and 
the level of inflation on welfare having significant influence. But unlike the effect of government spending on 
welfare who has no direct influence. However, it was found that the rate of inflation mediating variables influence 
trade liberalism and government spending on welfare. 

In connection with the positive impact of trade liberalization on domestic inflation, the government should 
take the domestic price stabilization policy in order to have no impact on economic growth decreases. The rising 
level of domestic inflation as a result of trade liberalization is because the concentration of the domestic market 
by way of several industry mergers so that the greater economies of scale. On the one hand this can lead to a 
policy of price levels and profit margins are increasing and on the other hand can reduce costs through 
economies of scale these factors. For further research with the topic of trade liberalization can use the cross-
section data with data panel in order to review and compare the effect of trade liberalization in each country or 
each region in Indonesia. It is also expected that the future researcher can add some other relevant variables, 
such as the impact of liberalization on the environment. 
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Abstract 

The relevance of the study is determined by a need to implement new forms of cooperation between the state and the 
private sector, viz. public-private partnership mechanisms (hereinafter referred to as PPP) due to the limited the state 
financial capacity to carry out long-term projects in modern conditions. The purpose of this research is to study special 
aspects of mutually beneficial and effective government and business partnership development in Kazakhstan. As part of this 
study, an analysis of the current PPP development status in the Republic of Kazakhstan has been carried out; institutional 
and legislative framework of PPP has been defined. This study reveals that it is necessary to provide a set of measures that 
will contribute to forming a ready PPP market in Kazakhstan, attractive for both domestic and foreign investors. 

Keywords: energy sector; public-private partnership; legal framework; infrastructure facilities 

JEL Classification: H420; H440; L330 

Introduction  
In recent years there has been a growing interest on the part of the government to the private sector in terms of 
using its potential for financing, creating, and implementing projects aimed at infrastructure development. Studies 
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have shown that as of today, a considerable experience in the implementation of PPP projects in various 
industries has been obtained, particularly in the fields of industrial infrastructure, innovation sector, transportation, 
the social sphere, and in the sphere of public services. The use of PPP mechanisms confers a number of 
advantages, both for the state and for business development. For the private sector, new investment 
opportunities and, therefore, new sources of income are offered, as well as the opportunity to participate in major 
projects. On the other hand, PPP involves the private sector resource and intellectual potential utilization in the 
areas of traditional government liability. However, despite these facts, the mechanism has not been properly 
developed in Kazakhstan. 

Public-private partnership projects in various forms are actively gaining popularity in many countries as a 
tool for creating new infrastructure facilities and providing services for public works. Despite the fact that, over the 
last decades, this phenomenon has been presented as a kind of invention, PPP has a long-standing tradition in 
many countries of the world. 

At the present stage, there is a special increase in infrastructure investment using PPP mechanisms in the 
developing economies of Southeast Asia; thus, China accounts for up to 90% of such transactions. As for Europe 
and the United States, an uneven use of PPP is observed: due to intensive processes of the infrastructure 
sectorrestructuring and application of the relevant legislation, the UK, France, and Spain are the leaders of 
applying PPP mechanisms in Europe. 

It is no coincidence that in the framework of the Message of President of the Republic of Kazakhstan – 
Leader of the Nation Nursultan Nazarbayev (2012) to the people of Kazakhstan ‘Strategy’ Kazakhstan-2050’: a 
new policy of the established state’, a comprehensive support for entrepreneurship as the driving force of the 
national economy is provided, including creation of a new PPP model ‘Strong business – strong state’. 

In accordance with the state program of industrial-innovative development for 2015-2019, the industrial 
development of the country is defined as a basic condition for the national economy growth, its stability and 
balance (RK SPIID 2014). A successful realization of industrial-innovative development of the national economy 
should primarily be based on mutually effective partnership of government and business, particularly in the 
priority sectors of its development, leveraging the experience of public-private partnership (PPP) of highly 
developed countries. 

In Kazakhstan, under the conditions of growingsocial needs for infrastructure facilities and quality of their 
services, the government financial resource insufficiency for renovation and creation of infrastructure facilities, the 
use of PPP mechanisms can provide fulfillment of a number of tasks in the fields of the traditional government 
liability, will allow realizing and developing the potential of private investors and raising funds of institutional 
investors. 

The use of PPP mechanisms in Kazakhstan will not only increase the supply of resources for 
infrastructure projectsreducing the budgetary expenditures at the same time, but also give an opportunity to 
provide better services. The private sector, given the opportunity to participate in major projects, will discover both 
new investment opportunities and new sources of revenue. It is important to note that PPP is an important anti-
crisis tool to overcome the crisis through the mechanism of business and economic recovery stimulation. 

It should be noted that there is much concern about the issue of infrastructure development in both 
developed and developing countries. According to the OECD and McKinsey & Co estimates, needs for 
infrastructure investment globally till 2030 amount to 57-67 and 75 billion USD, respectively (OECD 2007, Dobbs 
et al. 2013). In this regard, many countries are increasingly turning to public-private partnerships as a meaningful 
alternative to building and reconstruction of the required infrastructure and provision of public services. Also, it is 
worth noting that PPP is seen not only as a tool to attract investments in infrastructure, but also as a tool to 
improve the efficiency and quality of public services. 
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Conclusions 
If defining the condition and the development level of PPP in Kazakhstan according to a procedure proposed by 
the UNECE, at the moment it can be argued that the preparatory phase in Kazakhstan has been passed in full, 
and the second phase of the PPP implementation process is nearing completion.  

In course of the study, the following results have been obtained: 
§ In the current economic environment, it is obvious that in the government budget, there is a shortage of 

funds for a continuous provision of replacement and extended reproduction in all branch enterprises; therefore, 
there is a need for an assignment for temporary medium- and long-term use of public property to the private 
sector with the government’s right reserved to regulate and control its operation. 

§ In comparison with the countries where PPP has a wide experience and is consistently applied by the 
government as an alternative during the implementation of infrastructure projects, the experience of Kazakhstan 
is not yet vast enough. At the same time, the high demand for infrastructure projects contributes to focusing on 
creating the necessary legal and investment environment for the PPP development in this country. 

§ Public-private partnership has become an indispensable tool for the infrastructure economic sector 
development of the Republic of Kazakhstan. The mechanisms of project financing through PPP allows the 
government to transfer a substantial share of the investment burden into the hands of business, while still 
retaining control of the overall infrastructure development strategy. 

§ The results of the study will allow creating conditions for improving the quality of preparation and 
implementation of concession projects, the use of new types of PPP contracts in various sectors of the economy, 
as well as providing an effective selection of the most optimal scheme of implementing concession projects out of 
the variety of PPP forms. Well-structured and properly implemented PPPs may well result in an efficiency 
increase during the infrastructure facilities construction and the provision of infrastructure services, and, 
therefore, reduce the public expenditure to ensure the availability of these services. If a decision is taken in favor 
of PPP, it is important to make sure that the drafting process is still aimed at achieving economic efficiency and 
ensuring acceptability in budgetary terms. 

§ The study has revealed the following specificities of the PPP development in the Republic of Kazakhstan: 
while beginning with infrastructure projects, yet, in the sectoral structure there has been an inclination towards 
social projects, including health care and education; in the regional structure of PPP projects, the city of Astana 
and East Kazakhstan region take the most active part in the creation of public-private partnership projects. At the 
same time, low activity is observed in a number of regions: Akmola, Aktobe, Atyrau, Kostanay, and Pavlodar 
regions. In terms of legislation, the following amendments have been introduced: deregulation in terms of PPP 
application sectors (all sectors of the economy); new contract types introduced (service contracts, life cycle 
contracts, innovation contracts); the pool of PPP participants expanded (including national companies and 
holding companies, state-owned enterprises and financial institutions). Regarding local PPP projects (to the value 
of up to 4 million MCI = 7.9 billion tenges), implemented on the basis of standard documentation, tendering 
procedures are carried out without expert examination and preliminary assessment (on the basis of the National 
Chamber of Entrepreneurs register). 

Thus, further PPP development in the Republic of Kazakhstan will be an important factor in the economic 
interaction between the public authorities and the private sector for the purpose of development, planning, 
financing, construction, and operation not only of production facilities, but also the social infrastructure. Therefore, 
partnership between the government and the private sector should be characterized as a long-term cooperation 
in order to attract additional sources of funding and as an effective symbiosis of corporate management practices 
and government control. 
References 
[1] Abdymanapov, S.A. (Ed.) 2015a. The development of public-private partnership mechanisms in the Republic 

of Kazakhstan. Monograph, Astana: “Esil” Publisher.  



Volume XII, Issue 4 (50) Summer 2017 

 

[2] Abdymanapov, S.A. (Ed.) 2015b. Public-private partnership in the social sphere. Astana: “Esil” Publisher. 
[3] Abdymanapov, S.A., Abiesov, Zh.A. (Eds.) 2014. Public-private partnership in the Republic of Kazakhstan. 

Astana: KazUEFMT Press. 
[4] Abdymanapov, S.A., Toxanova, A., and Galiyeva, A. 2016. Development of Public-Private Partnership in the 

Republic of Kazakhstan. International Electronic Journal of Mathematics Education, 11(5): 1113-1126. 
Available at: http://iejme.com/makale/540 

[5] Delmon, J. 2010. Public-Private Partnership Projects in Infrastructure: An Essential Guide for Policy Makers. 
Astana: Publishing House of JSC “Kazakhstan Center of Public-Private Partnership”. 

[6] Dobbs, R., et al. 2013. Infrastructure Productivity. How to save $1 trillion a year. McKinsey Global Institute. 
Available at: http://www.mckinsey.com/industries/capital-projects-and-infrastructure/our-insights/infrastruct 
ure-productivity.  

[7] Foster, V., Andrés, L.A., Guasch, J.L., and Haven, T. 2009. The Impact of Private Sector Participation in 
Infrastructure: Lights, Shadows, and the Road Ahead. World Bank. Available at: http://documents.worldbank. 
org/curated/en/912661468231538767/pdf/456250PUB0Box3101OFFICIAL0USE0ONLY1.pdf 

[8] Gassner, K., Popov, A.; and Pushak, N. 2009. Does Private Sector Participation Improve Performance in 
Electricity and Water Distribution? Trends and Policy Options; No. 6. Washington, DC: World Bank. Available 
at: https://openknowledge.worldbank.org/handle/10986/6605 License: Creative Commons Attribution CC BY 
3.0 IGO. 

[9] Juričić, D. 2013. Development of PPP in Croatia Actual Market Movement. Available at: http://www.eib.org/ 
epec/resources/presentations/presentation_development_of_ppp_in_croatia.pdf 

[10] Knaus, V.V. 2008. Management of development of public-private partnership. Author’s abstract of Candidate 
Thesis in Economics. Moscow 

[11] Koch, C., and Jensen, J. O. 2009. Small public private partnerships: The answer to local public and private 
needs, yet an ugly duckling? In A. Ceric, & M. Radujkovic (Eds.), Construction Facing Worldwide Challenges: 
Proceedings from the CIB Joint International Symposium of CIB Working Commissions: W055: Building 
Economics and W065: Organization and Management of Construction. (pp. 1098-1108). Faculty of Civil 
Engineering, University of Zagreb. Available at: http://vbn.aau.dk/files/18418466/Small_private_public 
_partnerships.pdf 

[12] Mataev, T.M. 2011. Prospects for the development of forms of public-private partnership in the Republic of 
Kazakhstan. Russian Entrepreneurship, 12: 14-19. 
McKinsey & Company. 2013. Analysis of the needs of financing the economy of Kazakhstan, including in for 
the implementation of SPAIID-2. 

[13] Nazarbayev, N.A. 2012. “Kazakhstan-2050” Strategy: new political course of the established state. Address 
by the President of the Republic of Kazakhstan to the people of Kazakhstan. Legal Information System of 
Normative Legal Acts of the Republic of Kazakhstan. Available at: http://www.akorda.kz. 

[14] Rubinstein, A.Ya. 2008. Economics of public preferences. The structure and evolution of social interest. St. 
Petersburg: Aletheia. 

[15] Sazonov, V.E. 2012. Public-private partnership: civil, administrative-legal and financial-legal aspects. 
Moscow: HSE Press. 

[16] Solovyov, Yu.V. 2012. Foreign experience of measuring and providing efficiency in the field of public-private 
partnership. St. Petersburg: Renome. 



Journal of Applied Economic Sciences 
 

 

[17] Tilebaldinov, K. 2011. Public-private partnership - one of the possible tools for implementing economic policy. 
Kazakhstanskaya Pravda, 07.09.2011. Available at: http://uchet.kz/news/detail.php?EID=45874 

[18] Toxanova, A., Galiyeva, A., and Abildina, A. 2015. Models of public-private partnership. Proceedings of the 
XII International Scientific Conference “Russia and Europe: the relationship of culture and economy”, June 
15, 2015 Prague, Czech Republic, pp. 500-505. 

[19] Varnavskiy, V.G., Klimenko, A.V., and Korolev, V.A. 2010. Public-Private Partnership: Theory and Practice. 
Moscow: HSE Press. 

[20] Yescombe, E.P. 2008. Principles of Project Finance. Moscow: Vershina. 
*** Concession agreement on construction and operation of the “North Kazakhstan–Aktobe oblast” interregional 

power transmission line (28 December 2005), approved by Resolution of the Government of the Republic of 
Kazakhstan dated December 9, 2005 No. 12. Available at:  http://adilet.zan.kz/rus/docs/P050001217_  

*** ECE/CECI/4. 2008. Guidebook on Promoting Good Governance in Public-Private Partnerships. United 
Nations Economic Commission for Europe., New York; Geneva. 

*** EIB. 2013. Infrastructure Investment in Eastern Neighbours and Central Asia (ENCA)”, EIB Working Papers 
2013/01, European Investment Bank. Available at: http://www.eib.org/infocentre/publications/all/economics-
working-paper-2013-01.htm 

*** IEG. 2014. World Bank Group Support to Public-Private Partnerships Lessons from Experience in Client 
Countries, FY02-12. Independent Evaluation Group Available at: https://ieg.worldbankgroup.org/Data/reports/ 
chapters/ppp_eval_updated.pdf 

*** Kapital Business Information Center. 2014. Investors looking for partners in Kazakhstan. Available at: 
http://kapital.kz/expert/31001/investory-icshut-kazahstanskih-partnerov.html  

*** OECD. 2007. Infrastructure to 2030: Main findings and policy recommendations. pp. 19-106. Available at:  
https://www.oecd.org/futures/infrastructureto2030/40953164.pdf 

*** Partnerships Victoria Requirements. 2013. State of Victoria, Department of Treasury and Finance. Available 
at: http://f.datasrvr.com/fr1/613/19246/Partnerships_Victoria_Requirements_May_2013.PDF 

*** PDPPP. 2011. The Program for the development of public-private partnership in the Republic of Kazakhstan 
for 2011-2015. Approved by Resolution of the Government of the Republic of Kazakhstan dated June 29, 
2011. Available at: http://adilet.zan.kz/rus/docs/P1100000731  

*** Program “Development of Regions”. 2011. Approved by Resolution of the Government of the Republic of 
Kazakhstan No. 862 dated July 26, 2011. Available at: http://online.zakon.kz/Document/?doc_id=31038108 
#pos=1;-277  

*** Regulations for submission, examination and selection of concession projects. Approved by Resolution No. 
1343 of the Government of the Republic of Kazakhstan dated December 10, 2010 Available at: 
https://zakon.uchet.kz/rus/history/P1000001343/10.12.2010 

*** Resolution of the Government of the Republic of Kazakhstan No.1633 “On the creation of Coordinating 
Council for Public-Private Partnership” dated December 20, 2012. Available at: http://online.zakon.kz/ 
Document/?doc_id=31320998  

*** Resolution of the Government of the Republic of Kazakhstan No.21 dated February 18, 2005 “On measures 
for the construction of a new railway line “Shar Station - Ust-Kamenogorsk” Available at: http://adilet.zan.kz/ 
rus/docs/P050000021_  

*** RK Agency for Statistics. 2016. Available at: www.stat.kz  



Volume XII, Issue 4 (50) Summer 2017 

 

*** RK Law No. 1021-XII. 1991. “On Concessions in the Republic of Kazakhstan”, ceased to be in force in 1993. 
Available at: http://online.zakon.kz/Document/?doc_id=1000820  

*** RK Law No. 131-V. 2013. “On amendments and supplements to some legislative acts of the Republic of 
Kazakhstan concerning introduction of new types of public-private partnerships and expansion their spheres 
of activity”. Available at: https://online.zakon.kz/Document/?doc_id=31416540#pos=13;-165  

*** RK Law No. 161-V. 2014. “On amendments and supplements to some legislative acts of the Republic of 
Kazakhstan concerning public procurement”. Available at: http://online.zakon.kz/Document/?doc_ 
id=31494386  

*** RK Law No. 167-III. 2006. “On Concessions” (amended and supplemented as of 04.07.2013). Available at: 
http://adilet.zan.kz/eng/docs/Z060000167_  

*** RK Law No. 2721. 1995. “On Privatization”. Available at:  http://online.zakon.kz/Document/?doc_id=1004037  
*** RK Law No. 303-III 2007. “On Public Procurement”. Available at: https://online.zakon.kz/Document/?doc 

_id=30115056  
*** RK Law No. 379-V 2015. “On Public-Private Partnership” (amended as of 08.04.2016) Available at: 

https://online.zakon.kz/Document/?doc_id=37704720  
*** RK Law No. 415-II 2003. “On Joint Stock Companies”. Available at: https://online.zakon.kz/Document/ 

?doc_id=1039594  
*** RK Law No.373-II. 2003. “On Investments”. Available at: http://online.zakon.kz/Document/?doc_id=1035552  
*** Standard & Poor’s. 2007. 2008 Global Project Finance Yearbook. New York. Available at: http://www.levow. 

com/wp-content/uploads/IDB/S&P%202008%20global%20project%20finance%20yearbook.pdf  
*** SPAIID. 2010. State Program for Accelerated Industrial and Innovative Development of Kazakhstan for 2010-

2014. Approved by the Republic of Kazakhstan President’s Decree No.958 of March 19, 2010. Available at: 
http://www.kazakhembus.com/content/spaiid  

*** SPIID. 2014. State Program for Innovative and Industrial Development of the Republic of Kazakhstan for 
2015-2019. Approved by the Republic of Kazakhstan President’s Decree No. 874 of 1.08.2014. Available at: 
http://baiterek.gov.kz/en/activities/state-programs/gpiir-2/  

*** Standard & Poor’s. 2005. Public Private Partnerships: Global Credit Survey. New York. 
*** World Bank. 2011. Transformation through Infrastructure, Issues and Concept Note. World Bank Group, 

Infrastructure Strategy Update. Washington D.C. 
 



Journal of Applied Economic Sciences 
 

 

Model of Multi-Criteria Selection of Traditional Suppliers 
 

Volodymyr V. SYSOIEV 
Department of Economics, Enterprises Management and Logistics 

Faculty of Management and Marketing 
Simon Kuznets Kharkiv National University of Economics3 

deppost@hneu.edu.ua; sysoevvv@ukr.net 
Suggested Citation: 

Sysoiev, V.V. 2017. Model of multi-criteria selection of traditional suppliers. Journal of Applied Economic Sciences, Volume 
XII, Summer, 4(50): 1064-1079. 

Abstract  

Efficient supply chain management is based on the strategic cooperation of many companies (suppliers and consumers), 
which involves long-term interaction with business partners. To ensure a reliable supply, most of the modern companies 
simultaneously interact with multiple suppliers of identical products, distributing the orders between them depending on many 
factors characterising suppliers, their products, and supply processes in previous periods. Under these conditions, the 
solution of the problem of multi-criteria selection of traditional suppliers is carried out by optimising purchase amounts of 
different product types in accordance with the needs of the consumer company based on many criteria. The main selection 
criteria are supply reliability and logistics costs of the purchase and product delivery. The generalised criterion for the 
assessment of supply reliability reflects the results of the interaction with suppliers in previous periods and includes 
assessment of completeness, package contents, timeliness of supply, and quality of supplied products. The logistics costs 
criterion shows the rejection of product prices offered by traditional suppliers and delivery costs from the minimum values of 
these indicators in the markets at the time of making procurement decisions. The paper contains the developed linear 
programming model, which allows optimising the procurement of different types of products from several traditional suppliers 
under the objective function, combining the evaluation criteria of supply reliability and logistics costs. The list of suppliers for 
each type of product is determined by the optimisation results. The method for selection of traditional suppliers is based on 
the proposed mathematical model and has a numerical example illustrating its application. 

Keywords: traditional supplier; multi-criteria selection; supply reliability; logistics costs; linear programming model; 
procurement optimization 

JEL Classification: С61; М21 

Introduction 
The efficient and regular functioning of supply chains depends on the organisation of supply of the necessary 
materials or goods to their member companies, which requires competent management of their procurement and 
supply. Against the backdrop of a growing number of suppliers of identical products, with different opportunities, 
parameters of the offered products, and the organisation of the supply process, one of the most important 
procurement tasks is to choose the most profitable suppliers, from the point of view of the consumer company. 

The formed supply chains create a stable range of traditional suppliers, which leads to certain peculiarities of 
solving the problem of their choice. When selecting suppliers with whom one has already established business 
relationships and interacted, one typically uses quantitative criteria characterising the suppliers and processes of the 
previous supplies. Based on the business objectives of companies in the field of supply, the main criteria for the 
selection of traditional suppliers include their production capacities, supply reliability, quality of service and products 
supplied, costs of the purchase and product supply, which determines the multi-criteria tasks for the selection of 
suppliers (Aguezzoul 2012, Ávila et al. 2015, Cheraghi et al. 2004, Ha and Krishnan 2008). The number of suppliers, 
with whom the company or the consumer is cooperating at the same time, is important in supply management (Ford 
1993, Lysons and Farrington 2006). Interaction with a single supplier makes the consumer or the company more 
vulnerable and dependent on the performance of supplier's work. Therefore, many companies have multiple sources 
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of product supply, which reduces the probability of failures in their work with suppliers, increases the flexibility of 
supply by varying orders in case of emerging issues or changing demands.  

Given the multivariance of solving the problem of selecting traditional suppliers under various criteria, the 
most attractive option is its optimisation arrangement that allows not only to select the best suppliers, but also to 
determine the best quantity of the product orders for each of them. However, in the context of diversity of 
purchased products, different dimensions, and interconnectedness of indicators characterising suppliers and the 
supply process, the rigorous solution to this issue is a complex problem that requires the development of 
optimisation models of procurement from multiple suppliers, based on the joint use of different economic and 
mathematical methods. 
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Conclusions  
Efficient management of supply chains is based on mutually beneficial and long-term cooperation in each pair 
"supplier – consumer". In the context of market economy, most companies have several suppliers of the same 
product to ensure reliable supply, to use their competition for reduce prices of products supplied, and to more 
easily meet the changing demand of the range of products. Interaction with several traditional (permanent) 
suppliers does not remove from the agenda the task of selecting the best of them from the standpoint of the 
consumer company with each new procurement. In this case, the task is formulated as a task of optimal 
allocation of orders among suppliers based on many factors characterising suppliers, their products and supply 
processes in previous time periods. Supply reliability and logistics costs of product purchase and delivery are 
offered as the main criteria for selecting traditional suppliers. The generalised criterion for the assessment of 
supply reliability reflects the results of the interaction with suppliers in previous periods and presented in the form 
of multiplicative convolution of local indicators assessing the completeness, package contents, and timeliness of 
supply, as well as the quality of products supplied, taking into account their weighting coefficients that are defined 
by methods of expert evaluation. The logistics costs criterion shows the rejection of product prices offered by 
suppliers and delivery costs from the minimum values of these indicators in the markets at the time of making 
procurement decisions. 

The developed linear programming model allows optimising the procurement of different types of products 
from several traditional suppliers under the objective function, combining the evaluation criteria of supply 
reliability and logistics costs, given the weighting coefficients of product types. The model contains a rational 
combination between the elements of retrospective and marketing analysis, optimisation with expert reviews, 
which provides the optimal solution when selecting traditional suppliers. We proposed indicator assessing 
procurement efficiency. The developed method of multi-criteria selection of traditional suppliers is based on the 
proposed mathematical model. 

The article shows the numerical example, illustrating the application of the developed model and method 
that confirms their efficiency as tools of justifying decisions made by the management of the consumer company 
in the context of a different procurement options from several traditional suppliers and limited financial resources. 

An important task in further research is the development of a model for simultaneous selection of both 
traditional and new suppliers. 
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Abstract 
Business model and business strategy fundamentally determines the existence and performance of a company. Despite the 
numerous research on business models and business strategies dealing with each topic separately, the research of their 
relationship is almost absent and therefore insufficient. In this paper, we present the results of our research on the relation 
between the business model and strategy focused on business model blocks with the most internal influence. Our research 
was conducted on a sample of 231 companies using linear regression method to determine the relations. As a result, we 
identified approaches how companies tried to develop quality business model and strategies supporting this approaches. We 
then identified strategies with the most influence on the complexity and the difficultness of the business model. These results 
can have both practical and theoretical application because understanding this relationship can help manage limited 
resources efficiently and further improve the present state of knowledge. 

Keywords: business model; business strategy; strategy-model relationship 

JEL Classification: M10; M21 

Introduction 
The state of the art knowledge in the field of strategic management reached a situation that requires some 
explanation of the relationship between the business model and the business strategy. After a thorough literature 
research, a satisfactory explanation was missing what led to this research. Currently, the dynamics of knowledge 
progression is increasing under the influence of globalization and information technologies. The progression 
created new diverging branches of this field with specific characteristics but fundamentally related. These include 
the concept of strategy and business model. This situation results in the need to review some established 
concepts, and to separate and study its components.  

Business strategy and business model are two determinants, which affect the essence of existence, 
position, and performance of a company. Both the strategy and model are the object of long-term academic 
research and are separately well investigated. Although there is a natural perception of their relationship, this 
relationship is not adequately researched. Existing studies recognize some links between the business model 
and strategy, even some common features, but these rather have the character of an opinion usually lacking a 
proper empirical research. The presented research is built on an extensive theoretical knowledge research on 
strategy, business models and their relations and studies the specific relation between strategy and business 
model using an actual field research of 231 companies. Our findings contribute to the present state of knowledge  
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Conclusion 
The presented results of our research are very valuable because they contribute to fundamental understanding of 
business, how it is constructed and how its actions shape it.  

In our research, we identified the effects that differentiation, competitive position, cost-value orientation 
and the defensive-offensive position have on how demanding is the business model. Companies that want to use 
certain strategies have to make proper adjustments to their business models. In the case of mentioned factors, it 
is more difficult to build such business model as it has more exceptional levels of the business models elements 
related to the competitors. This knowledge, and so the use of presented combination of strategies can be a 
potential tool to create a competitive advantage as it is inherently difficult to create such a business.  

Our second contribution to the present state of knowledge is the identification of the effect that competitive 
position, opportunistic-systematic approach, cost-value orientation and at a marginal significance level defensive-
offensive strategic position have on the complexity of the business model. Complexity speaks about the overall 
level of a business model without minimal requirements. A complex business model can be costly to obtain as it 
can have many expensive elements involved in the model and there are circumstances where a complex 
business model can be a competitive advantage or can provide an entry barrier to the competitors.  

There were two ways how companies created quality business models. One was to have more business 
model blocks with the highest average quality of blocks without variations in quality between blocks. The second 
was to have as many specialized blocks as possible, with variations in quality between the blocks. Both 
approaches are outlined in Figure 2 and can be supported by different sets of strategies. 

Figure 1. Approaches to develop quality business model 

 
 
In general, as we were able to identify a causal relationship between the business strategy and the 

selected business model blocks, we can conclude that there must be a relationship between business strategy 
and business model as a whole also. However, the tightness of this relationship is according to our results rather 
loose. That means we can see a relationship, but there are also a lot of different degrees of freedom of this 
relationship.   

Understanding this relationship can help companies to spend their limited resources effectively and to 
choose the right combination of strategies that fit the organization and has a clear impact on the desired 
outcome. Researchers can build on our findings as we built our research on findings of our colleagues. The 
relationships that we uncovered have to be further studied as well as other business model blocks and other 
strategy types. Another research opportunity is presented in the form or studying these relationships in different 
business environments and conditions.   
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Abstract 

The purpose of the article is to address the challenge of formulating guidelines for assessing the economic efficiency of 
marketing aspects of participation in activities and organization thereof. Achieving this goal involved the use of a systematic 
approach in constructing the economic efficiency assessment system for marketing elements of exhibition activity; 
generalization and specification when comparing foreign and domestic experiences; marketing analysis for studying 
marketing elements of exhibition activities; algorithmic presentation for analyzing and modeling of the impact of changes in 
marketing factors on the exhibition activities of enterprises; selection of the most effective assessment system elements 
among those applicable in practice to construct the economic assessment system for marketing events. In the course of 
work, features of analysis of exhibition activities were considered, the role of marketing factors in carrying out this type of 
activities was updated, and the basic aspects of organizing exhibitions for the participants and the organizers were defined. 
Scientific-methodological and practical provisions for structuring an economic efficiency assessment of marketing aspects of 
exhibition activities were formulated. The most effective assessment system elements among those applicable in practice for 
marketing events were selected to construct a comprehensive economic efficiency assessments system for exhibition 
activities. Proposals developed within this article were applied by the example of the X Anniversary Central Asian 
International Exhibition “Agriculture” AgroWorld Kazakhstan 2015 organized by LLP “Iteca” at the exhibition complex 
“Atakent”, Almaty, Republic of Kazakhstan. The results of the study are aimed at enhancing the management of exhibition 
activity, based on a balance of marketing goals and interests of the organizers and participants of the exhibition events. 

Keywords: exhibition activities; assessment; marketing; structure; elements; logistical costs 

JEL Classification: M10; M31; Q13 

Introduction 
Rapid development of technologies, including the marketing ones, short lifetime of innovations, dynamic changes 
in the economic life of society, scientific and technical environment, constant changes in consumer preferences 
increase the value of such communication activities as exhibitions in the modern economy (Suleymanova 2016, 
International events… 2016, Mei-Chin and Sui-Ming 2013), since they allow to adequately react to changes in the 
market environment, to disseminate and receive information on developments in the various fields of science, 
technology, economy and cover a wide range of target audience interested in this information (Kapitonov et al. 
2016). 

Under these conditions, the study of problems of exhibition activities reveals to analysts a wide field of 
unsolved tasks related to consideration of interest of all participants of the exhibition process, namely organizers, 
participants and visitors; problems related to optimization of costs for exhibition activities, methodical provision for 
economic effectiveness estimation of marketing elements related to exhibition activities for both exhibitors and 
exhibition organizers. 
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Along with the need to find scientifically well-founded methods of ensuring the organizers of exhibition 
activities that marketing tasks are fulfilled to the greatest possible extent during organization of exhibitions, the 
above mentioned moments determine the relevance of the subject of this paper. 

Studying the problem of achieving marketing objectives in the exhibition activities, analysis and 
assessment of its effectiveness, included a review of various sources, covering both theoretical papers, analytical 
models and recommendations on exhibition activities organization (Isakov 2016, Jin and Weber 2013, Rubinstein 
and Blinov 2015) and the empirical analysis of conditions and results of exhibition activities organization (Kim and 
Chon 2009, Kurkina 2008, Nugzar 2016, Davis 2006). In particular, the experience of domestic exhibition 
companies and exhibition activities at the regional level have been considered on the example of the X 
Anniversary Central Asian International Exhibition “Agriculture” AgroWorld Kazakhstan 2015 organized by LLP 
“Iteca” at the exhibition complex “Atakent”, Almaty, Republic of Kazakhstan (LLP “Iteca” – website; AgroWorld 
Kazakhstan – website). 

When analyzing the scientific literature, a reference should be made to the papers of Kellerman A., where 
the concept of “exhibition logistics” is defined as “oriented activities carried out through the management of an 
efficient flow of exhibition services and related information from the place of origin of this stream to the point of its 
consumption with the purpose to fully meet consumer demands, i.e. to ensure full service range for exhibition 
services in a timely manner, in the right range, with the required quality of service, in a certain place, and cost-
effectively for both the organizers and exhibitors (Kellerman 2016, 510). 
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Conclusion 
The studies carried out and the results obtained have allowed us to formulate the following conclusions and 
suggestions: 

§ It was founded that costs for carrying out and participation in the exhibition are closely linked to its 
effectiveness and completely dependent on the latter, and are important for implementation of the 
marketing mix;  

§ For the economic assessment of the marketing elements of exhibition activities, it is offered to use a 
system of indicators that characterize the level of organization of the exhibition services and allow 
applying a comprehensive approach to identifying priorities for assessing from the marketing point of 
view; 

§ Scientific-methodical and practical provisions for structuring the economic effectiveness assessing 
system for marketing aspects of the exhibition activities, as well as provisions for selection of directions 
of improving exhibition activities management have been developed,  

§ Directions of the comprehensive assessing of marketing elements of exhibition activities have been 
determined and compared to the elements of the marketing mix to determine their priority for the 
qualitative assessing. 

The proposed approaches and economic assessment using the example of the specific event can be 
supplemented and specified both on the basis of further analytical research and improvement of the method of 
analysis, and by conducting further expert and marketing work. 

Advanced researches should be focused on studying those tasks that have not been solved yet and relate 
to exhibition activities organization and management and taking of administrative decisions in this area according 
to the marketing principles. 
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Abstract: 
The paper concerns with crisis management issue in enterprises oriented on furniture production field in region of Slovak 
republic. Partly the paper contributes with evaluation of last crises impact in Slovak republic, because in this analyzed period 
in conditions of Slovak republic we met crisis for the first time. It is a survival test of companies and test of crisis managers’ 
skills achieve businesses through this period. The general aim is to come up with analyses based on data gathered in 
personal interview with managers and bring up an overview of crises management approach in crises conditions and point 
out measurements taken. Ability crisis seen, to determine the proper steps to overcome it, to manage and control the 
implementation of these actions, and not least to learn from past experiences have to be an essential part of the equipment 
crisis manager. Often they we can find solutions that do not require unacceptable levels of additional costs. The research is 
supported adopting of bankruptcy and scoring modelling of enterprise performance as we analyzed their creditworthiness or 
vulnerability on the basis of three selected models. Integral elements of the work are findings as well added by 
recommendations and conclusions. 

Keywords: management; crisis management; furniture production; measurements; strategy 

JEL Classification: L26; G32 

Introduction 
Current world is affected by a state of emergency in multiple consecutive years. Regularly, we can capture many 
views on the crisis in many areas of human society regarding business, finance, personal values and 
relationships. The crisis hits enterprises, people, whole corporations and countries that lead to loss of market or 
inability to create market demand for products. It results in slowing down production, partial or total liquidation of 
a certain company. Loss of income of the population is reflected in the decrease of available resources, which 
has an adverse effect and downward pressure on demand. This cycle is known as an economic phenomenon 
that creates a downward spiral leading to constant deterioration of the economic situation. Consequently, the 
phenomenon is also reflected in the behavior of people in the society and often will result in negative outcomes, 
such as the increase in crime, depression and suicides (Campello, Graham and Harvey 2010). 

The enterprises must know how to react correctly, quickly and efficiently if they want to fulfil their mission. 
It means to realize that the crisis is not only a real threat to business. It is important to understand the reasons, 
causes, connections, transform them into effective strategy that must be communicated in the internal and 
external environment and then overcome the crisis step by step. All these activities require completing the plans 
and if it is necessary, following the instructions within the framework of these plans. 
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Conclusion 
The crisis should be seen as a normal part of business life. The companies and managers cannot avoid and 
evade the crisis, because it is constantly ready at any moment to threat them. On the contrary, they need to be 
prepared and know how to solve a crisis cases. The crisis has even become an impulse for change. The most 
important is the company's ability to overcome the crisis. If the crisis is understood only in a negative sense, it will 
limit the view on the issue; because of the crisis may be even an opportunity at the same time. Many times, 
overcoming the crisis pushes the management and employees of the company forward in their professionalism. 
The main objective is to find the most optimal solutions in managing the crisis situations in the company. 

Therefore, we think that every crisis also brings its positive effects. For example the fact that the winners 
will be bigger and stronger enterprises, better product and processed base in enterprises or improved emergency 
plans, able to prevent the company in the future. The companies should not passively wait an end of the crisis. In 
times of crisis, there is enough space for improvement in many areas of the company: process improvement; 
product development; employee training; development of early warning systems; finding new points of sale in the 
market; identification of new partners and innovation. 

Often they will find solutions that do not require unacceptable levels of additional costs. Therefore, it is 
necessary to plan, apply, engage them in the widest potential of the business and got the company to a level to 
be ready for the boom which comes after the crisis. 

The companies from the Slovak Republic met the crisis for the first time. It is a test of survival of 
companies and skills of crisis managers to conduct them through this period. We think that Slovak managers are 
able and skilled as well as others, they know how to manage businesses in the conditions of the crisis, and also 
they will be enriched by new experience and thus be more prepared for the next crisis. However, it is important to 
follow the best intentions in the theory of crisis management which are confirmed over time by practice. By 
researching and analysing we have achieved the aim of thesis and we highlighted the fact that the managers of 
the companies approached differentially to the crisis management. We pointed out the successful companies, 
which by involving the elements of the crisis management achieved good results in times of the crisis and it 
improved in the referenced period. On the contrary, there were also managers which mismanaged company 
during crisis and company resulted in the restructuring. In neither case we cannot speak about the perfect 
application of procedures of crisis management and that is why we are pleased that the work defines 
recommendations that managers should consider in the future. Every crisis manager should be able to: see the 
crisis, determine the proper steps to overcome it, manage and control the implementation of these steps and 
learn from own and another’s mistakes. In addition, it is important to be able to use more available system 
resources and proper communication to all participants. Compliance with these assumptions gives the company 
and its manager’s good prospects for successful crisis management. Experience has shown that the crisis arrival 
is only a matter of time. 

This article was written in the context of VEGA project number 1/0109/17. 
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Abstract 
The article deals with the theoretical and practical aspects of applying the sensitivity analysis method for efficiency criteria of 
investment projects. The advantages and disadvantages of the method have been analyzed. A modified version of the 
method has been proposed, in which the model of the project cash flow is refined and, unlike the standard method, the 
elasticity coefficient, calculated on the basis of regression model development, is used as the index of sensitivity. In addition, 
for the situation of representative statistical data on dependent parameters of the project being absent, the proposed method 
includes a procedure for developing a regression model based on the distribution table of a two-dimensional random variable 
obtained on the basis of plausible expert judgments about the interrelationship of project parameters. An integrated approach 
to risk assessment of investment projects has been considered, consisting in joint application of the sensitivity analysis 
method and the method of analysis of project development scenarios. The scenario analysis method has been 
supplemented with a quantitative indicator of risk assessment that is more informative in comparison with the variation 
coefficient and characterizes the probability for an investment project to prove unprofitable.  

Keywords: investment project; risk assessment; sensitivity analysis; scenario analysis; computer simulation 

JEL Classification: C18; B26; C40; C60 

Introduction  
Analyzing the investment activity of an enterprise is one of the most difficult sections of financial management. 
The decisions made in this area are designed for long periods of time and the following aspects are usually 
inherent in them (Lukasevich 1998): 

§ are part of the development strategy of an economic entity (firm, enterprise, etc.) in the future; 
§ entail significant outflows of cash; 
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§ as from a certain point in time can become irreversible; 
§ rely on predictive estimates of future costs and revenues. 
The latter aspect determines a limited application of deterministic methods to justify investment decisions 

and requires considering random and uncertainty factors in assessing the efficiency of investment projects. 
Sensitivity analysis is one of the relatively simple and at the same time highly effective methods enabling to take 
into account uncertainty and to identify factors that could affect the success of the project implementation.  
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Conclusion 
Thus, it can be argued that the comprehensive approach to risk assessment is the most effective involving the 
use of diverse economic and mathematical methods. This approach does not only allow obtaining a variety of 
quantitative risk assessments, but also gives a more complete qualitative model of possible results of project 
implementation as a whole. 

The proposed modified method has been brought to the level of practical implementation in the form of a 
computer model in the Excel spreadsheet environment. The method and the computer model have been 
practically tested and endorsed through an example of risk assessment of an investment project for production of 
turbochargers for marine power plants. 
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Abstract 
Due to growing market globalization, increasing global competition the forwarding companies are compete together for client 
orders. Clients will choose the quality and cheap service providers. In the study a precise calculation method and a total 
prime cost function are elaborated, the cost components of the prime cost function and calculation methods for these are 
also defined. Based on the elaborated theory a software was developed to define the prime cost of a given transport task. 
Due to the precision of the calculation method and software the bid for the transport task will not be lower or higher than the 
market price, so risk and waste of the company can be reduced, and profit can be realized. It is especially important in case 
of long international transport trips. Due to the fastness of the software the company will be able to fast respond to client’s 
orders. A software is also introduced in this article which is absolutely original and unique.  
Key words: road transport; transport trip; prime cost calculation; software development 
JEL Classification: R40; L91 
Introduction 
The intensity of the transport activities connected to production and service is ever increasing due to the growth 
of the efficiency of the economy and the bigger supply chains (Kovács and Kot 2016, Lukinskiy and Lukinskiy 
2016). 

The research study is very important and actual, because the 30% of the cost of the whole supply chain 
comes from transportation. The ratio of road transport in Europe is 78% of the total transit volume (Fraunhofer 
2015). Due to it, every company focus on optimization of transportation and reduction of transport costs, 
especially in case of long international transport trips.  

Recently in practice the calculation of transport fee of a transport task is not supported by software at 
transport companies, but depends on the individual estimation of the transport managers. It results wastes if the 
bid for the transport task is lower than the prime cost, profit will not be realized for the companies. If the bid for 
the transport task is higher than the prime cost the fee of the transport task will be over the market price, so the 
company will not be competitive. It is problem especially in case of long international transport trips. The idea of a 
software for a prime cost calculation of a road freight transport was initiated by this fact, so the software can offer 
precise and prompt solution for an everyday task.  

The goal of this research is to elaborate a precise calculation method, to define the total prime cost 
function and cost components of the prime cost function, and elaborate the calculation methods for these. After it 
based on the elaborated theory a software was developed to define the prime cost of a given transport task. This 
software is absolutely original and unique, especially that it can provide a fast and precise prime cost calculation 
for a given transport task based on minimal number of input data.  

Due to the fastness of the software the company will be able to fast respond to customer orders and due 
to the precision the bid for the transport task will not be lower or higher than the market price, so risk and waste of 
the company can be reduced, and profit can be realised. The developed software can also help the strategic 
decision making, optimization of transport activities and making short and long term operative plans. The 
developed software is absolutely fit to the customer demands and very cost effective. Precision and reliability of 
the elaborated prime cost calculation method and software compared to the improper practice was verified by 
comparative analysis. The developed software was implemented successfully at a Hungarian forwarding 
company. 
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Conclusions 
Production companies and service providers put large emphasis on the optimization of transportation and 
reduction of transport costs. Especially in case of long international freight transport trips, because the 
transportation is one of most expensive logistical activity. The performance of transportation sector shows that 
the ratio of road transport in Europe is 78% of the total transit volume. Due to it, this research is very actual and 
important because the optimization of road transport activities results a significant cost reduction.  

The reason of the elaboration of the calculation method and software development was the improper 
practice applied at transport companies that the calculation of the transport fee of a transport task is not 
supported by software, but depends on the individual estimation of the transport managers.  

In the study a precise calculation method and a prime cost function were elaborated, the cost components 
of the prime cost function and calculation methods for these were also defined. Based on the elaborated theory a 
software was developed to define the prime cost of a given transport task. 

The elaborated calculation method and software is absolutely original and unique, especially that it can 
provide a fast and precise prime cost calculation. This software was developed for SMEs, which cannot invest in 
expensive ERP systems. Further advantage of the software that absolutely fit to the customer requirements and 
very cost effective.  

Due to the fastness of the software the company will be able to fast respond to client orders and due to the 
precision the bid for the transport task will not be lower or higher than the market price, so risk and waste of the 
company can be reduced especially in case of long international transport trips. The developed software can also 
help the strategic and operative decision. Precision and reliability of the elaborated prime cost calculation method 
and software compared to the improper practice was verified by comparative analysis (Section 7).  

The software was implemented successfully at a forwarding company; other enterprises are also 
interesting in this software. Our future plan is to develop an “expert system” for this software which can make 
suggestions automatically based on the evaluation of historic transport data for improvement of road freight 
transport activity. 
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Abstract: 

The linear relationship between response and predictor variables in economics can be expressed in a regression model. The 
Ordinary Least Square in estimating the parameters in the regression will produce a less valid estimator whenever outlier 
appears in the data. The identification of the outlier needs to be done to improve the validity of the results. The objective of 
this study is to examine how is the effect of deleting outliers from the data sets will change the adjusted coefficient of 
determination R2adj as compared to the use of full data (with outlier). Using twenty five sets of data obtained from the final 
projects of undergraduate students in economics of University of Brawijaya, two methods of deleting outlier observation are 
examined, i.e. (1)  by deleting observation with the largest residual without considering the number of outliers in the data sets 
and (2) by deleting all outliers at once. The results of the analysis show that deleting observation with the largest outlier from 
the data sets increase an average of R2adj by 6.33% and an average increase of R2adj by 7.78% after deleting all outliers at 
once. Therefore, it is required to have a very careful analysis so that it can be decided whether or not to include outlier in the 
process of the regression analysis.  

Keywords: outlier; least square; adjusted coefficient of regression 

JEL Classification: C10; C51; C52 

Introduction  
Multiple linear regression analysis is a popular statistical technique for students in economics to determine the 
relationship between a response variable and several predictor variables. The regression model is usually 
represented by the following equation (Draper and Smith 1981): 

iippiii XXXY εββββ +++++= !22110   (1) 

where: iY : the ith response variable; 0β : intercept; pβββ ,,, 21 ! : partial regression coefficient; 

ipii XXX ,,, 21 ! : predictor variables; iε : the i th residual;  n: the number of observations;  p: the 
number of predictor variables 

Parameter pβββ ,,, 21 !  on the model (1) cannot be exactly known because in almost every condition, 
researcher is using only a small fraction of the population (sample) from the values of Y which are related to the 
values of several X values. Therefore, the equation (1) can be estimated using following sample model: 

iippiii eXbXbXbbY +++++= !22110  (2) 
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One of the methods to estimate the parameters of linear regression models is the Ordinary Least Square 
(OLS) with assumptions: independent and normal distributed residual, with mean zero and variance of 

2σ , 

which can be summarized as ),0(~ 2σε NIDi  (Draper and Smith 1981). 
In many studies, it is commonly found that there are observations which are suspected to be outliers, i.e. 

observations with larger absolute residual values compare to other residuals. There are various definitions of an 
outlier namely: is a score in a set of data which is so extreme that, by all appearances, it is not representation of 
the population from which the sample is derived (Sheskin 2000); is an observation that do not follow the common 
patterns and is located far from the centre of the data (Weisberg 2005) and is an observation that deviates far 
from other observation, which may arise due to wrong measurement (Hawkins 1980). 

The identification of outlier is needed to determine whether outlier should be removed or not from the data 
analysis. This is because the presence of outlier will cause some problems such as altering or obscuring the 
conclusions made by researchers, so that the research result become invalid (Draper and Smith 1981). 

Robust regression method is one of the methods to overcome the influence of outlier in the data set. This 
method requires more complicated mathematical calculation, as shown by Fox (2002). Draper and Smith (1981) 
then suggested removing the outliers from the data and re-analysing without the outliers. Similarly, Weisberg 
(2005) stated if there are problems associated with outlier, then the diagnostic tool which can identify the outlier 
problem is needed. One of the methods is removing the outlier from the data then re-analyzes the data without 
outlier. 

The important indicator to measure the accuracy or the suitability of regression obtained from the 
parameter estimation based on samples is the coefficient determination (R2). R2 can also be used to measure the 
proportion of the total variability around the mean which can be explained by the regression line (Hamilton 1992).  
Draper and Smith (1981) defined the value as coefficient determination and is calculated as follows: 
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where: SSR: Regression sum of squares; SST: Total sum of squares; SSE: Error sum of squares; R2 in equation 
(3) is sensitive to the addition of predictor variables, where the more predictor variables are involved, the 
greater the value of R2 will be.  
Therefore, the number of variable in the model should be considered. Coefficient determination that takes 

into account the number of predictor variables in the model is called the adjusted coefficient determination R2adj. 
The coefficient of determination has been adjusted to the respective degrees of freedom each sum of squares. 
According to Drapper and Smith (1981) R2adj is defined as: 

         (4) 
where: SSE: Error sum of square; SST: Total sum of square; p: Number of predictor variables; n: number of 

observations.

 
The value of R2adj lies between 0 and 1 is (0≤ R2adj≤1). The closer the value of R2adj  to 1, the better the 

data fit with the model, and conversely the closer the value of R2adj  to 0, then the regression model obtained is 
not appropriate to predict the value of dependent variables Y. In general, the interpretation of the corrected 
coefficient determination is the proportion of the total variability of Y explained by the diversity of predictor 
variables X (Hamilton 1992). 
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Although multiple regression analysis is commonly used in economics research and the assumption test 
was done so that the conclusions are valid, the identification of outlier is rarely performed. Meanwhile, OLS is a 
sensitive estimation method when outliers are presence (Hamilton 1992). The objective of the study is therefore 
to examine how deleting outliers affects the accuracy or suitability of regression as measured by the change in 
the adjusted coefficient of determination.  

The rest of this paper is as follows. In the second section, the material and method will be explained. 
The following section contains the results and discussion. As for the final section, this paper presents the 
conclusion. 
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Conclusion 
The objective of the study is to examine the effect of deleting outliers on the accuracy and suitability of regression 
measured by the change in adjusted coefficient of determination. Based on the findings using 25 datasets of final 
project of undergraduate students of Brawijaya University, it can be concluded that the presence of outlier can 
affect the results of regression analysis, both in magnitude and sign of regression coefficient and on the adjusted 
coefficient determination (R2adj) as one of the criteria for the accuracy of the model. The results of the analysis 
show that (1) deleting observation with the largest outlier from the data sets increase an average of R2adj by 
6.33% and (2) deleting all outliers at once from the data sets increase an average of R2adj by 7.78%. The 
hypothesis testing (Friedman test) also shows a significant increase in R2adj (p<0.001) after deleting of the 
outliers. 
The findings imply that the identification should be carried out against the presence of outlier because OLS is 
sensitive estimation methods to the presence of outlier. The study suggests that outliers should be removed from 
the regression analysus. In removing outliers, careful consideration need to be take, so that the important 
information of the data suspected as outliers is not lost, and it is also up to the researchers which of deleting 
outliers’ method to be used. 
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Abstract 
The article deals with the critical analysis of the scholars’ works in the field of import substitution, substantiating the necessity 
of its orientation towards the international market. The export and import commodity structure of the Russian Federation 
which characterizes the increasing dependence of the country on mineral resources sales and technological equipment 
import is studied. The authors analyze and make adequate conclusions about the correlation between financial resources 
obtained through the windfall from sales of oil as the main export product of the Russian economy and the development of its 
own innovative import-substituting production. The principal scheme of innovative import substitution process has been 
developed by the researchers, its stages have been analyzed and the most problematic areas in its implementation have 
been singled out. Based on the analysis of empirical data obtained by the survey of target groups, the identification of factors 
has been provided and their significance in the import substitution potential of the region has been determined; the algorithm 
for the region import substitution capacity assessment has been developed 

Keywords: import; export; import substitution; of import substitution potential; innovative import substitution 

JEL Classification: R11; O43; O3 

Introduction  
Broad-ranging discussion on the strategic approaches to the formation of Russia’s import substitution policy that 
unfolded in the contemporary scholarly literature proves the high relevance of this area of research both for 
Russia and for all the countries interested in the processes related to the issues of import substitution. Over the 
past 25 years Russia was a passive participant involved in the international division of labor and specialized in 
the supply of resources, especially hydrocarbons, to the external market. Own industrial production was 
maintained to a greater extent in those sectors that had been formed and operated since the Soviet period. 
Imported equipment is used to manufacture innovative products in the enterprises which were created in recent 
years. These circumstances contributed to the acceleration of technological backwardness of Russia from the 
developed countries of the West and the United States.  

In this regard, further studies in the field of import substitution make it necessary to deepen them in order 
to identify possible prospects for the development of the Russian economy. 
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Conclusions 
The results of conducted research led to the following conclusions: 

1. Modern approach to understanding the intrinsic content of import substitution is based not on the policy 
of reducing imports and meeting the internal demand by expanding domestic production capacity but rather on 
the trends to develop foreign economic activity toward increase in the positive balance of foreign trade turnover 
by reducing imports and increasing exports provided that the country’s internal demand is satisfied in full through 
the manufacture of products, similar to or exceeding the substituted imports in terms of quality or performance 
characteristics. Exclusive orientation toward internal consumers lead to a significant loss of competitive 
advantage in the long term and, consequently, to the decrease in the level of competitiveness.  

Figure 2. Algorithm for assessment of import substitution potential of the region 

 
2. The analysis of the Russian export commodity structure showed a significant increase in the share of 

mineral products (up to 70.5% of total exports) in the last 20 years. In general, export structure shows that the 
Russian Federation is exclusively a raw-material-exporting country with the further trend in heavier reliance on 
the raw material component. 

3. The study of the import commodity structure in the Russian Federation shows the degradation of one of 
the most important areas of the developed economies – mechanical engineering. The share of machinery, 
equipment and motor vehicles in the structure of imports increased over the last 15 years from 31.4% in 2000 to 
47.6% in 2014.  

Analysis of trends in the country’s import and export 
orientation 

Analysis of the region’s export-import orientation 

Determination of correlations between the country and the 
region in the import and export commodity structure 

Analysis and assessment of the region’s productive 
capacity in the identified areas 

Analysis of regional investment programs for 
industry development  

Assessment of the region’s import substitution potential in short-term 
period in the domestic market  

 

Assessment of export-oriented strategic import 
substitution potential in the region  

Analysis and assessment of the internal market 
potential 

Analysis and assessment of the external market 
potential 



Journal of Applied Economic Sciences 
 

 

4. The funds received from the oil windfall were allocated rather to finance the science-based and 
technology-intensive imports than to develop own production in the field of innovative enterprises, R&D or other 
areas that economy is based on.  

5. The authors have developed a principal diagram of innovative import substitution process, analyzed its 
stages and highlighted the most problematic areas in its implementation.  

6. The researchers have identified the factors and determined their significance for the import substitution 
potential of the region based on the analysis of empirical data obtained through the questionnaire survey of the 
following target groups: managers and specialists of large enterprises, representatives of government agencies, 
small and medium-sized businesses, teachers and students.  

7. The algorithm for assessing the region’s import substitution potential have been developed, it makes 
possible to ensure a high level of reliability of the information about the potential of the regional industry, to 
implement the principles of the state policy of import substitution in the short and long term, taking into account 
additional possibilities of export growth in the region through the use of innovative technologies and increase in 
the share of innovative products in the overall  of domestic product. 
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Abstract:  

We examine the impact of the 2008-2009 Global Crisis on governance. We examine High-Income OECD, High-Income Non-
OECD, Upper-middle Income, Lower-Middle Income, and Low Income Countries separately. As measures of governance, 
we use the World Bank’s Worldwide Governance Indicators which includes six dimensions of governance which include 
“Voice and Accountability”, “Political Stability and Absence of Violence”, “Government Effectiveness”, “Regulatory Quality”, 
“Rule of Law”, and “Control of Corruption”. We find that, from pre-crisis period to post-crisis period, the ranking of each 
income group does not change. Our results show that, both pre- and post-crisis, the High-Income OECD Countries have the 
best governance measures, the High-Income Non-OECD Countries have the second best measures, and so on, in the order 
shown above. Interestingly, the High-Income Non-OECD Countries performed better than the other groups after the crisis. 
After 2008, this group actually improved in four out of six categories. We conclude that although crises affect all income 
groups, the High-Income Non-OECD Countries have been more successful in alleviating the effects of crises on public 
governance. Most of these countries are more authoritarian and more resource-rich countries and we believe that these 
characteristics may explain their success in fending off the negative impacts of financial/economic crises. 

Keywords governance; wgi; economic crisis; global crisis. 

JEL Classification: E02; E32; E65; G01; H12  

Introduction  
In this study, we examine the impact of the recent Global Crisis on governance. We look into two issues: First, we 
look into how OECD membership affects the Global Crisis’ impact on governance. Then, we look into how 
countries’ income levels affect the crisis’ impact on governance.  

Previous studies like Haggard (1999), Jung (2010), and Levine (2012) examine the impact of a crisis like 
the 1997 Asian Crisis or the 2008-2009 Global Crisis on governance. However, they are narrower in scope 
because they focus on either a certain country or a group of countries. These studies also do not examine 
whether OECD membership or the income level of a country affects the performance of a country in the face of a 
crisis. Haggard (1999) examine the impact of the Asian Crisis and contends that the political regime type, the 
structure of business-government relations, and the design of government agencies are the main factors that 
determine how governance is affected by a crisis. Jung (2010), on the other hand, discusses the roles of path 
dependence, centralization or decentralization, politicization, coordination and coherence (or retention of power 
by individual ministries or agencies), and time perspective on the disruption of the stability of public administration 
due to crises. Levine (2012) sees the problem as a systemic failure of financial regulation, therefore he 
recommends the formation of a new independent institution with informed, expert staff. 

In this study, we make three contributions: First, in contrast to the previous studies that focus on a 
particular region or on a group of countries, here, we examine the impact of the Global Crisis on all of the 
countries in the world (as much as our dataset allows). Second, we examine how OECD membership affects a 
crisis’ impact on governance. Do Non-OECD countries like Saudi Arabia insulate themselves from such crises? 
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Previous studies do not examine that. Third, we examine how a country’s income level affects that country’s 
performance in governance. Are richer countries better able to protect themselves from the effects of a crisis? 
Again, none of the previous studies deal with this issue in a methodological way. 

We look into six measures of governance which are defined in the World Bank’s Worldwide Governance 
Indicators dataset. These are “Voice and Accountability”, Political Stability and Absence of Violence”, 
“Government Effectiveness”, “Regulatory Quality”, “Rule of Law”, and “Control of Corruption”. This dataset covers 
governance data for 215 countries. World Bank dataset classifies countries according to their OECD membership 
and also according to the country’s income levels. In this study, we use their classification and focus on five 
groups of countries. These classifications are High-Income OECD, High-Income Non-OECD, Upper-middle 
Income, Lower-Middle Income, and Low Income Countries. 

The paper proceeds as follows: Section 2 discusses the previous literature. Section 3 states our 
hypotheses. Section 4 explains our data. Section 5 shows the results. Finally, Section 6 concludes. 
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Conclusion 
In this study, we examine the impact of the 2008 Global Crisis on Governance while allowing for the moderating 
effects of OECD membership and income levels. We use World Bank’s Worldwide Governance Indicators (i.e. 
WGI) dataset which includes six dimensions of governance. These six dimensions are “Voice and Accountability”, 
“Political Stability and Absence of Violence”, “Government Effectiveness”, “Regulatory Quality”, “Rule of Law”, 
and “Control of Corruption”.  

We examine the 2005-2011 period which allows us to compare the indicators before the crisis and after 
the crisis. World Bank classifies countries according to their OECD membership and also according to the 
country’s income levels. We use their classification and focus on five groups of countries. These are High-Income 
OECD, High-Income Non-OECD, Upper-middle Income, Lower-Middle Income, and Low Income Countries. 

We find that, from pre-crisis period to post-crisis period, the ranking of each income group does not 
change. Our results show that, both pre- and post-crisis, the High-Income OECD Countries have the best 
governance measures, the High-Income Non-OECD Countries have the second best measures, and so on, in the 
order shown above. Interestingly, the High-Income Non-OECD Countries performed better than the other groups 
after the crisis. After 2008, this group actually improved in four out of six categories.  

We conclude that although crises affect all income groups, the High-Income Non-OECD Countries have 
been more successful in alleviating the effects of crises on public governance. Most of these countries are more 
authoritarian and more resource-rich countries and we believe that these characteristics may explain their 
success in fending off the negative impacts of financial/economic crises. 
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Abstract 

Small and medium-sized enterprises (SMEs) processed foods play a major role in the national economy but its performance 
is still low. The poor performance is due to many factors, but research results are still partial. This study fills the gap, with the 
aim of analyzing the influence of the industry environment, innovation capabilities, and macroeconomic factors on 
competitive strategy and the performance of SMEs of processed foods in Malang, Indonesia. Data were collected using a 
questionnaire of 65 SMEs of processed foods then analyzed using WarpPLS software version 5.0. The study found that the 
competitive strategy positively influences the performance of SMEs processed foods and competitive strategy is positively 
influenced by the capabilities of innovation and macroeconomic factors. Industry environment does not significantly affect the 
competitive strategy and macroeconomic factors do not significantly affect the performance of SMEs of processed foods. 

Keywords:  small and medium-sized enterprises; innovation capabilities; competitive strategy; performance 

JEL Classification: E33; E51; E62; L15; O32; J31 

Introduction 
Processed foods are part of the processing industry and creative industry. The creative industries play an 
important role in the national economy because most of the enterprises are included a category for Micro, Small 
and Medium-Sized Enterprises (MSMEs). Data of the Ministry of Cooperatives and SMEs (2016) showed SMEs 
in Indonesia in 2013 as many as 57.9 million or 99.9% of total business units, absorbing 114.1 million people or 
about 97 percent of the workforce, accounted for about Rp5.440.007, 9 billion, or about 60% of Gross Domestic 
Product (GDP). One of the creative industries is culinary subsector. Culinary industry is defined as an activity 
related to the manufacture of foods that have characteristics such as a characteristic of a region (Departemen 
Perdagangan 2012). These regional characteristics make the culinary industry has a great potential as a tourism 
industry.  

In according with tourism industry, Malang municipality has its mission as the city of industry and tourism. 
Malang is also famous for a city of education where there are more than 50 higher educational institutions in 
which college students come from various regions in Indonesia. Industry includes a wide range of small and 
medium industries include food processing. In the field of tourism, Malang became one of tourism destination in 
East Java. Tourists visiting Malang buying processed food products as souvenirs to their home areas. In 2014 as 
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many as 5.8 million domestic and foreign tourists visiting Malang, then it increased to 6.4 million in 2015 and 
mostly to Kota Batu—the nearest tourist town with Malang (Surya Daily Online - Suryamalang.com 2016). Thus, 
the performance of processed foods needs to be increased. 

Unfortunately, research on the performance of processed foods is limited and partial analysis. For 
example, Sunaryo et al. (2014) concerning the clusters of micro, small, and medium-sized food and drink; 
Kusumastuti and Nur (2014) on competency-based learning for culinary entrepreneurs; Sancoko (2015) on the 
business development strategy of business meals and drinks at the depot time to eat Surabaya; Wulandari and 
Zubaidah (2016) about culinary innovation in Malang but it is a case study on Meatballs Kebab Grill. Ramadan et 
al. (2014) formulate a model of agent-based simulation system for the culinary industry, but based on data and 
assumptions hypothetical so it is advisable to further research using real data to make it more accurate. Studies 
on the food business has not revealed a more comprehensive analysis covering competition within the industry, 
the ability to innovate on the existing resources and competitive strategies that can be applied to improve the 
performance of small and medium enterprises of the food. 

This study is intended to fill this gap by analyzing the relationship between industry environment, 
innovation capabilities, macroeconomic factors and competitive strategy and performance of SMEs of processed 
foods in Malang. The results are expected to provide information on efforts to improve the business performance 
of processed foods. 
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Conclusion 
The performance of SMEs of processed foods was affected by the competitive strategy. Competitive strategy was 
influenced by innovation capabilities and macroeconomic factors. Competitive strategy applied by SMEs was cost 
leadership, while the innovation capabilities reflected with relatively the same effect by technological innovation, 
product, market, and service innovation. 

Industry environment has no significant influence on competitive strategy. Five forces framework analysis 
according to Porter that are new entrants, existing companies, buyers, suppliers, and substitute products yet or 
do not have a high intensity competition for influence competitive strategy of SMEs of processed foods. Likewise, 
macroeconomic factors do not significantly affect the performance of SMEs of processed foods. 

Based on these findings it is suggested to the government in order to optimize the innovation capabilities 
through various means such as training for businesses, providing information and support infrastructure to 
support the technology implementation. In addition, the government can also manage macroeconomic factors to 
be optimized through tax policy and minimum wage, controlling inflation, and credit management for SMEs. For 
SMEs managers and/or owners to increase the capabilities of specific resources owned thus improving business 
performance. Subsequent studies can analyze the environmental industry and macroeconomic factors 
relationship with business performance using time series data. 
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Abstract 

From the end of the 2014 Russian economy is in crisis. Structural transformation of the industrial sector of the Russian 
economy is required. About 85 Russian industrial companies were analysed. Representatives of the state corporations 
«Rostec» and «Rosatom», the industrial group "Basic element", JSC "Russian Railways" and large Russian enterprises 
were involved in the analysis. A lot of companies declare their adherence to the principles of the lean production. Positively 
recommended concept of lean production abroad became popular in Russia in early 2000-ies. Economic effect, which is the 
main performance indicator of the implementation of lean production, was studied in detail. The absence of a unified concept 
of calculating economic effect is a problem in the context of the Russian experience of industrial development. Unified 
method of calculation of economic effect was proposed. The obtained results demonstrate the prospects of the further 
development of lean production and prove the possibility of achieving a high competitiveness of the domestic industrial 
sector of economy. 

Keywords: modern organizational technologies; lean production; economic effect; Russian industry 

JEL Classification: L15; L23; O1 

Introduction  
Russian economic crisis is a logical continuation of a difficult geopolitical situation in the world, formed at the end 
of 2014. The problems of uncertainty and rapid changes in the business environment are characteristic for this 
stage. Therefore, companies clearly have to generate competitive development strategies. The course of the 
Russian government on import substitution and structural economic changes involves the actualization of the 
questions of competitiveness increase of Russian industry. In this regard, it is worth to note the need to 
implement effective models of management of industrial enterprises and organization of business processes. 
World experience of development of the industry shows that along with the effectively applied technology, 
organizational technologies are gaining in importance. Basic concepts of creating and maintaining effective 
functioning of company's internal processes are implied by organizational technologies. That's why exploration 
and analysis of experience of introduction and application of the modern management models like lean 
production in the Russian industrial sector are of particular relevance.  
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Conclusion  
Summing up the research, it is possible to formulate the main results and conclusions: 

§ The geopolitical situation and the absence of major structural changes in the Russian economy raise the 
question of implementing effective management models at the enterprises of the Russian industrial 
sector that can be competitive on a global level. 

§ Lean pproduction has received the widest spread of the modern management concepts in Russian 
industry, and it is noteworthy that the first successful experience of practical implementation for a long 
time was the only and not seen by a wide range of the public due to the lack of available information. 
Independent interpretation of the principles of this concept prevails in the Russian experience. 

§ The economic effect from the use of lean production at the enterprises of Russian industry is extremely 
low and vary mostly in the 1% of revenue. 

§ There are very few companies that have been able to calculate the economic effect from the introduction 
of lean production. The reason for this is the absence of unified method of calculation the economic 
effect in Russian practice. 

§ The formula of calculating economic effect which is based on the different experience of Russian and 
foreign companies was offered. 

§ It should be noted that the obtained results clearly demonstrate the potential for further development, 
among which it is worth first of all to pay attention to the logic and consistency of activities in the 
framework of lean production. The achieved economic results show the hidden potential, the 
identification and use of which will allow to get closer to the goal on the path of structural changes of the 
Russian economy and the efficiency of Russian industrial sector. 
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Abstract  

The rate of Unemployment has been on the increase over the years in Nigeria despite all the direct labour policies that the 
government have implemented to no avail. Scholars have observed that trade openness is a way to address the problem of 
unemployment in literature. But the debate on this has been indecisive in developing economies, so it becomes necessary to 
investigate this relationship in Nigeria. The identified Vector Error Correction model and Granger Non-Causality are used for 
this purpose. Our findings show short-run, but no long-run causalities among employment, trade openness, Real Gross 
Domestic Product, Consumer price index, exchange rate and interest rate. Negative long-run relationship between trade 
openness and output has also been established. This implies that trade has been harmful to employment generation. It was 
recommended that the government should increase their competitiveness in the international market and make use of 
interest and exchange rates for trade competitiveness. 

Keyword: trade openness; employment; vector error correction; short- and long-run causality 
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Introduction 
One of the main macro-economic goals of every nation is to attain full employment. This has been the main focus 
of most developed and developing economies, unlike developing economies where unemployment has been the 
main cause of backwardness. Nigerian government had implemented various policies and programmes to 
improve economic growth with the aim to provide more employment opportunities. Nigerian economy had been 
experiencing growth for some decades before the recent economic recession, but the growth is not inclusive 
(Oloni, Asaleye, Abiodun and Adeyemi 2017, Campbell and Asaleye 2016, World Bank 2014). Though in 
literature, it has been argued that there is a positive relationship between economic growth and employment, 
(theoretically Okun 1962, and empirically Iwayemi 2006, Barkely 2001). However, trade has been considered as 
the core instrument of development strategies by Nigeria’s government, because of the inherent belief that trade 
can create jobs, expand markets, increase income, as well as facilitating competition and disseminating 
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knowledge (WTO 2005). Most studies in Nigeria have focused on output and employment; following Pesaran and 
Shin (2001), this paper used identified Vector Error Correction Model (VECM) and Granger Non-Causality test 
proposed by Toda and Yamamoto (1995) to examine the relationship between trade and openness in Nigeria. 
The rest of this paper is organised as follows: Section II discusses literature review. Section III presents 
methodology of the study, which includes the theoretical framework of the study and model specification. Section 
IV presents the result of the analysis while Section V concludes and recommends. 
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Conclusion  
This study investigated the relationship between trade openness and employment in Nigeria, this was motivated 
by the fact that the unemployment rate in Nigeria has been on increasing trend despite various attempts by 
Nigerian government to curb the situation. The paper uses both Augmented Dickey-Fuller and Phillips-Perron to 
test for the presence of unit root. The unit root test reveals that the variables are nonstationary and were made 
stationary after the first difference. Johansen’s co-integration was used to test for cointegrating vectors; the trace 
and maximum eigenvalue indicate three co-integrating equations at five percent level. The result suggests that 
the set of cointegrated time series have an error-correction representation, which reflects the long run adjustment 
mechanism. Based on the result, the VECM was estimated following Pesaran and Shin (2001) to impose 
restrictions for identification. The result of the VECM reveals that there is no joint long run causality with the 
dependent (employment) and other variables (economic growth, interest rate, exchange rate and consumer price 
index). However, there is an existence of joint short run causality. The structural long run identified equations 
show that interest rate elasticity is negative and significant; the coefficient of trade openness is negative and 
significant, also the elasticity of the exchange rate is positive and significant. The economic implication of this 
result is that in the long run as the interest rate increases, the economic growth rate decreases, and openness 
has not improved the economic performance in Nigeria. The result of the causality test following Toda and 
Yamamoto (1995) approach to causality showed that there is unidirectional relationship from trade openness to 
employment. The variance decomposition shows that the contribution of trade openness to employment is 
minimal from the short-run to long-run.  

The models are subjected to diagnostic tests; for a model to be correctly specified, it must satisfy the 
following conditions: residual of the model must be normally distributed; model should capture the autoregressive 
conditional heteroskedasticity (ARCH) effect; model must not have any serial correlation and finally; must satisfy 
the stability condition. The model for this study satisfies all the stated condition. The overall conclusion that can 
be drawn from the results is that trade Openness has negative impact on employment in Nigeria. The result has 
clearly shown that the growth rate experienced within the periods of 1981 to 2014 has been jobless. It is also 
shown that exchange rate; interest rate and consumer price index are variables to be considered in stimulating 
growth in the employment in the short run. Based on the findings, the study suggested restrictive measures to 
maximise the benefit of trade openness in the long run; this is in congruence with the tenet of the new trade 
theory in order to increase the degree of competiveness.  
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Abstract 

Despite the global emergence of Shariah-complaint firms and the resulting interest of investors and policy makers, the 
research on these companies is still at an embryonic stage. This paper addresses this issue by investigating the capital 
structure decisions of Shariah compliant firms in comparison with the conventional or non-Shariah firms. Using the theories 
of corporate debt maturity structure, we carried out the empirical analysis of firm-level factors influencing the debt maturity 
structure among Shariah firms in Pakistan. Since Shariah compliance entails some specific firm characteristics such as lower 
debt ratio, lower liquidity, and higher tangibility, we argue that the debt maturity structure of Shariah and conventional firms 
would differ significantly. Our purpose, therefore, is to explore how Shariah compliance translates into debt maturity structure 
decisions of these firms. Our results show some significant variations among the impact of various determinants of debt 
maturity among the Shariah and conventional firms. Our most striking finding is that the debt maturity among Shariah firms is 
significantly shorter than conventional firms. Amid the dearth of studies investigating the relationship between Shariah 
compliance and firm’s choice of financial decisions, our study would be a source of unfolding the debate and understanding 
the nature of capital and debt maturity structure of Shariah firms. The research findings are also expected to benefit large 
and growing clientele of the Shariah firms by providing better insights on the capital and debt maturity structure of these 
firms.  

Keywords: debt; debt maturity structure; Shariah-compliant firms; Non-Shariah firms 
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Unlike conventional finance, Islamic finance puts Islamic guidelines of doing business ahead of modern market-
based economic rationalities. The Islamic guidelines are mainly based on the moral and ethical values that Islam 
propagates to attain the objective of economic well-being or Falah for all human beings (Sarker 1999). The 
Shariah law requires the capital market transactions to be free of usury (riba), gambling (mayisir), and ambiguity 
(gharar) (Bacha 1999). Shariah law is thus the binding set of principles that govern the economic, social, ethical 
and religious aspects of an Islamic society (Iqbal 1997).  

The emergence of Shariah compliant firms in recent years has been a welcome development in world 
financial markets. Complying with religious and ethical investment requirements, Shariah firms have attracted a 
large chunk of religious (especially Muslims) and ethical investors to invest in stock markets (Elgari 1993, Omran 
2009). The increasingly growing interest of these investors in Shariah compliant firms has resulted in special 
clientele for these firms and has thus created the need for deeper understanding of Shariah firm’s financial 
policies. Despite this, however, there appears a paucity of research on Shariah firms, in general, and their 
financing decisions, in particular. This paper is an attempt to investigate the capital structure decisions of Shariah 
companies with a specific focus on their debt maturity structure.  

The advances in corporate finance theory have enhanced our understanding of the capital structure and 
its related issues. In recent years, optimality of term structure of corporate debt has gained considerable attention 
for its importance in maximizing firm value. Previous research entails that an ideal or optimal capital structure 
consists of such a composition of debt and equity that minimizes the cost of capital and maximizes the value of 
the firm (Bevan and Danbolt 2002; Sayılgan, Karabacak and Küçükkocao 2006). The capital structure theory 
further suggests that devising an optimal debt policy is not restricted only to optimizing the debt-to-equity ratio; it 
also involves determining appropriate maturity structure of debt within the capital structure (Stephan, Talavera 
and Tsapin 2011). Having an optimum mix of long and short term debt is desirable for several reasons ranging 
from reducing agency cost of debt (Myers 1977), enhancing monitoring effectiveness (Jensen 1986), signaling 
financial muscle to the outsiders (Flannery 1986), reducing liquidity risk to avoid forced liquidation (Diamond 
1991, 1993, Sharpe 1991), and forestalling refinancing risk (Jun and Jen 2003).  

The literature on debt maturity structure abounds in conventional finance setup; however, according to the 
best of authors’ knowledge, this study is the first study focusing on the debt maturity structure of Shariah firms. 
Shariah compliance alters some of the essential firm characteristics, such as leverage ratios, liquidity, and 
tangibility. The extant debt maturity theories predict the major influence of these firm characteristic over corporate 
term structure of debt.  This paper, thus, attempts to establish a link between Shariah compliance and debt 
maturity choice of firms. We argue that Shariah firms, for their typical characteristics, possess significantly 
different debt maturity structure than non-Shariah firms. Using five-year data from one of the important 
developing markets of the Muslim world, we show noticeable differences among the debt maturity structures of 
Shariah and non-Shariah firms. First, conforming to what this study hypothesizes; Shariah firms have a greater 
concentration of short-term debt than conventional firms. This suggests that an average Shariah firm borrows for 
significantly shorter duration than an average conventional firm. The paper also finds that as a consequence of 
Shariah compliance the strength of firm-level determinants varies considerably among Shariah and non-Shariah 
firms.   

The paper contributes in several ways. Though, some studies (Gunn et al. 2014) have recently attempted 
to analyze the impact of Islam as a religion on the capital structure of Muslim countries at the macro level, to the 
best of our knowledge no previous study has focused on this issue at the firm level. Our study, thus, attempts to 
explicate the how Shariah compliance translates into corporate financing decisions and show that Shariah firms 
have greater tendency for short-term debt than their non-Shariah counterparts. Secondly, our comparative 
approach facilitates to highlight some of the unique features of Shariah firms that distinguish them from their 
conventional counterparts. Finally, our findings may also prove valuable for the Shariah firm clientele to make 
better investment decisions. The paper is organized as follows. Section 2 contains literature review. Section 3 
presents the implication of Shariah compliance on firm’s capital and debt maturity structure and develops testable 
hypotheses for various firm-level determinants of debt maturity choice. Data and methodology are discussed in 
Section 4. Section 5 reports empirical results and analysis of findings. Section 6 concludes the study 
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Conclusion 
Debt maturity gains importance for issues like financing flexibility, cost of financing, and refinancing risk. Although 
this issue has gained much attention in conventional corporate finance in both theoretical and empirical literature, 
rarely has it been addressed from the perspective of Shariah compliance and resulting effects on the debt 
maturity structure of these firms. This study fills that gap by empirically analyzing the irm-level factors influencing 
the debt maturity structure among Shariah firms in Pakistan  

We applied univariate and multivariate analysis to investigate whether debt maturity structure varies 
across Shariah and non-Shariah firms. We also studied how firm level characteristics affect debt maturity choice 
of Shariah firms in contrast with the non-Shariah firms. The descriptive statistics indicated that Shariah firms had 
relatively shorter debt maturity structure than non-Shariah firms. The significance of t test result rejected the null 
hypothesis that the two groups have common debt maturity choice, supporting our first hypothesis that Shariah 
firms are likely to have shorter maturity than non-Shariah firms. This conforms to the earlier findings that firms 
usually having lower debt ratios tend to borrow on shorter term basis.  Based on this argument one can argue 
that restricted use of debt owing to Shariah compliance yields shorter debt maturity structure for these firms.   

Next, the study tested various firm level determinants of debt maturity structure among Shariah and non-
Shariah firms and compared the findings. In a univariate analysis, we first sorted firms on all the possible 
influencing firm level determinants drawn from debt maturity structure theories and divided the Shariah non-
Shariah sample into equal quartiles and compared the debt maturity structure of each characteristic quartile for 
Shariah and non-Shariah sample  separately. Our findings reveal some notable differences among the Shariah 
and non-Shariah firms sample especially for size and growth. As for size, Shariah firms tend to have shorter debt 
maturity as their size quartile increases, while non-Shariah firms have longer maturity for larger firms. Being 
significant, these results show contrasting empirical facts about the two types of firms. The similar tendency but 
with lack of statistical significance was emerged in case of growth quartile indicating that higher growth non-
Shariah firms borrow on longer term basis, while higher growth firms in Shariah camp tend to have lower debt 
maturity. On other variables, our results showed similarities of varying patterns of debt maturity across various 
quartiles of these variables. Asset maturity, tangibility, tax shield, and leverage showed positive and increasing 
trend of longer term maturity in higher quartiles of these characteristics. While risk, tax rate, and profitability 
showed the inverse pattern of debt maturity pattern in their quartiles.  

Amid the dearth of studies investigating the relationship between Shariah compliance and firm’s choice of 
financial decisions, our study would be a source of unfolding the debate and understanding the nature of capital 
and debt maturity structure of Shariah firms. The research findings are also expected to benefit large and growing 
clientele of the Shariah firms by providing better insights on the capital and debt maturity structure of these firms.  
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Abstract 
The research revealed financial instability at the internal level of commercial organization development, which allowed 
confirming that quantitative assessment in the system of their financial management is preferable. Nonconventional method 
was developed to provide for assessment of the efficiency of financial and innovative performance in commercial 
organizations in the system of their financial management; the method provides for determination of the modified projected 
value of financial results and considers risk profile of commercial organizations, as well as of the anticipated efficiency of 
financial and innovative development.  

The method is grounded in both: Monte Carlo approach and special author's software product. Its application is 
notable by a universal character; it allows the following: expanding the list of the evaluation financial and innovative 
indicators that are risk inclusive; create a tool kit to provide a multiple set of scenarios in projected financial and innovative 
performance development; thus, developing risk-oriented vector for the system of financial management. Approbation of the 
method was carried out in systems of financial management in the following corporation: SevKavNIPIgaz PJSC, Anda 
Technology LLC, "C-Soft Rostov-on-Don" NPJSC.  
Key words: financial and innovative performance; efficiency; projected financial result; scenarios; risk oriented vector; 

evaluation. 
JEL Classification: O10; O31 
Introduction 
In the environment of economics instability, limited state support to development of innovations in commercial 
corporations, and lack of financial provisions the system of corporations’ financial management should ensure 
such setting for shaping financial interrelations of commercial corporations that evolve innovation processes in 
economics. Transition to the intensive path of development that reinforces innovative component of commercial 
organizations predetermines the need for development of an innovative trend in the system of their financial 
management.  
                                                
8 355009, Russia, Stavropol, Pushkin Street, 1  
9 355029, Russia, Stavropol, Kulakova Prospect, 8 
10 344000, Russia, Rostov-on-Don, Gagarin Square, 1 



Volume XII, Issue 4 (50) Summer 2017 

 

Conclusions  
So, a method for evaluation of efficiency of financial and innovation activities was developed, which suggests 
definition of a modified financial result from financial and innovation activities and index of financial and 
innovation development effectiveness based on the method of simulation modeling that allows to take into 
account the specific feature of innovations, i.e. uncertainty. 

Each commercial organization engaged in financial and innovative activities if applying suggested 
scientific and methodological toolset will be able to independently develop, modernize and upgrade alternative 
financial and innovative methods for assessing innovation in the financial management system considering its 
own functional characteristics. The results of the assessment will contribute to the following justified set of 
actions: 

§ selection of management methods through identification of various options for financial and innovation 
performance based on simulation (simulation results are collected and analyzed for further risk 
assessment); 

§ formation of a theoretical and methodological grounds for further researches on development of financial 
and innovative methods for assessing innovation in the financial management of commercial 
organizations in conditions of uncertainty; 

§ conduct of an external economic assessment of the conditions to identify feasibility of an innovative 
business project: Manuylenko V. V., Mishchenko A. A. (2016); 

§ Monte Carlo measurement of the potential financial and innovation risk in the financial management 
system of commercial organizations, taking into account the assumption of the stochastic nature of the 
impact of endogenous and exogenous variables on the financial and innovative activity of organizations; 

§ complete reflection of all possible uncertainties arising during implementation of financial and innovation 
activities, for each of the possible scenarios with a probabilistic nature; 

§ development of new types of financial risks insurance in the insurance services market: Rusetskaya, 
Rusetskiy, Rybina, G. K., Rybina, Y.V., Sazhneva (2015); 

§ creation of scenarios for development of financial and innovation activities (simulation models) 
implemented in organizations; 

§ optimal combination of financial and innovative methods of evaluation, aimed at synergistic effect in the 
financial management system of commercial organizations; 

§ development of a risk-oriented policy in finances and innovations that determines development of 
financial and innovation activities in the financial management system of commercial organizations; 

§ development and implementation of:  alternative financial and innovation strategies, including those of 
risk-oriented nature, development programs, financial and innovation policies for current moment and 
future; 

§ development of priority areas for development of financial and innovation activities of a commercial 
organization, improvement of its management; 

§ designation of areas for subsequent financial and innovative development of organizations. 
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Abstract 
A study carried out in order to know the effect of directly or indirectly between the minimum wage, inflation, human resources 
and economic growth of the productivity of labor and educated unemployment rate is implemented in the province of South 
Sulawesi in September-November 2014. Data collection method used is library research is research through several books, 
literature or scientific explanations to obtain underlying theories in analyzing the data obtained from the study site. Search 
data is done by using the documentation by way of recording data reports that have been published and literature. For 
estimation models used in this study is a model of simultaneous equations using path analysis (Path Analysis) to see the 
effects of direct and indirect effects of the minimum wage, inflation, human resources and economic growth on work 
productivity and the unemployment rate of educated using WarpPLS. Analysis result concluded that the minimum wage, 
inflation rate and quality of human resources (HR) effect on the rate of educated unemployment in the province of South 
Sulawesi, either directly or indirectly through labor productivity. While economic growth variables did not provide significant 
direct effect on the unemployment rate of educated, but the indirect effect through productivity. 
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Introduction 
Unemployment is one of the problems facing all countries in the world as a result of the gap between the 
numbers of working age population entering the labor force with the availability of jobs. Unemployment educated 
workforce is highly educated upper middle (SMA, Diploma and Degree) and does not work (Tobing 2004). The 
unemployment rate of educated (Educated Unemployment rate) is the ratio of the number of job seekers to the 
top high school education (as a well-educated group) to the size of the labor force in that group (BPS 2009). 
Every year colleges produce graduates whose numbers continue to rise. Moreover, some economists predict 
unemployment in developing countries are generally dominated by youth unemployment and educated 
unemployment (Todaro 2004). 

The unemployment rate relatively young group with an unemployment rate higher than the population 
caused by several factors: First, the structural factors. These factors consist of lack of skills of young groups in 
the appeal of a more mature, inaccuracies or geographical constraints and the scarcity of information that hamper 
the labor market, and the age factor when leaving school, usually leave school at an earlier age to experience 
higher levels of unemployment. Second, the factors of non-structural consists of the increase in worker wages 
that encourage employers to terminate the employment relationship or do not accept the new employees, 
increased participation of women, including those who are married to the labor force, perceptions of youth against 
the available jobs among others, about the level of wages low, as well as perceptions of career and work 
environment. The rising trend in unemployment of educated labor is due to that the higher the education the 
higher the aspiration to get a position or employment is more appropriate (Sutomo et al. 1999). 

In 2012, South Sulawesi province has a labor force of 3.6 million. Amounting to 94.13% of the working 
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population and the remaining 5.87% is unemployed. The unemployment rate in South Sulawesi province has 
decreased from year to year. Most people who are unemployed are not the poor, even from families who are very 
capable. Poor people tend to sustain life with work of any kind, although only by working odd jobs because 
basically they needed food. Based on the statement, in terms of education, most of which turned out to be 
53.08% of the unemployed in South Sulawesi province has a high school education / vocational upwards. While 
nearly half of which is 47.91% of the people who work have an elementary education down in the province of 
South Sulawesi. 

Education has always been a strategic place in developing human resources as a form of development 
agenda and the future establishment of a country. A good education will produce a professional workforce that 
can meet the needs of a country's workforce. Unemployment is often associated with level of education. The 
higher a person's education, the greater the chances of getting a decent job. This means that if the quality of 
human resources the higher the employment also increased, thereby reducing the rate of educated 
unemployment. This is consistent with what previous research, which says that by improving the quality of human 
resources it will reduce the level of unemployment of educated, because the quality of the resources owned by 
university graduates with the skills, knowledge and technology that they have the employment opportunities for 
the educated unemployed is huge absorbed in major industries (Cahyani 2014). 

The level of wages of all workers is always different. A key to the difference in wage levels lies in the very 
different qualities among the workforce. The cause of the most influential are graduates of education, training and 
experience of someone who is different in each person's ability and contribution to the revenue it receives. The 
higher the quality of a person, the greater the contribution to the company, so the wages are also getting bigger. 
Besides differences in areas or regions became the cause of differences in wage levels. Region that has a high-
income area that would create income effects for the workforce because of a growing company in the area. 

Another factor that can contribute to the unemployment rate is inflation. Inflation has two sides of the same 
coin. According to Philips curve, there is a negative relationship between the unemployment rate and the inflation 
rate. This means that the higher the unemployment rate results in the lower rate of increase in wages, in the 
sense that the rate of inflation pressure. On the other hand, the high inflation rate but can worsen the purchasing 
power of people can also increase the cost of production. The increase in production costs will have an impact on 
the reduction of labor which resulted in an increase in the number of unemployed. 

Aside from inflation and human resources, economic growth also affects the level of educated 
unemployment. Economic growth reflects the state of the economy in a region. The economic situation will affect 
the growth and condition of the company that operates the relevant area. The higher the economy in a region, the 
higher the growth opportunities for the company and the creation of employment opportunities for the people of 
the concerned area. Economic growth also shows the extent to which economic activity can generate additional 
income or welfare of society at a certain period. Besides economic growth through increased GDP is expected to 
absorb the labor force in the region, due to the increase in the GDP is likely to increase production capacity. 

In connection with this problem, the objectives determine the effect, directly or indirectly between the 
minimum wage, inflation, human resources and economic growth on labor productivity and the rate of educated 
unemployment in the province of South Sulawesi, either directly or indirectly through labor productivity. Originality 
of this study show as: This study was never examined the mediating effect influence labor productivity of the 
minimum wage, inflation, human resources and economic growth of the education level of unemployment, we 
examine the results of Cahyani (2012) about the unemployment of educated, Zulhanafi (2013) on productivity and 
unemployment, Sari (2011) on economic growth, educated unemployment. No similar studies that tested the 
model designated in the same location (in Sulawesi). It became the location of originality in this study and there 
are no previous studies that examined the effect of mediation in labor productivity in the influence of the quality of 
human resources to the education level of unemployment, especially in Sulawesi. 
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Conclusions and Recommendations 
Based on the problems, objectives and discussion presented earlier, then from this study can be concluded that 
the minimum wage, inflation rate and quality of human resources (HR) effect on the rate of educated 
unemployment in the province of South Sulawesi, either directly or indirectly through labor productivity, While 
economic growth variables did not provide significant direct effect on the unemployment rate of educated, but the 
indirect effect through productivity.  

Based on the conclusions, it is recommended: to reduce the level of educated unemployment, the 
government should further enhance employment opportunities for educated unemployed and improve the quality 
or the quality of education that is based on skill and technology in the face of the job market. For further research 
on the problem of educated unemployment is advisable to conduct further studies to include other independent 
variables. 
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