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Abstract

The truism that entrepreneurship has attracted much importratgrominence in developing and
developed nations and has therefore engendered a quantum leaqlinfer entrepreneurship education
cannot be over-emphasized. With the advent of the enterprit@recihere has been widespread
concurrence that entrepreneurship which is about enterprising behawid new venture creation so as
to create and extract values is the engine that drivesctieomy of most nations. Thus entrepreneurship
education is the structured formal conveyance of entrepreh&nowledge. This paper noted that this
development is a consequence of a variety of interrelated chamghe national and international
economy.

Keywords:
Entrepreneurship, Entrepreneurial, Entrepreneurship Educatiodsti
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Youths, Undergraduates.

1. Introduction

Entrepreneurship is the ability to create and build something mactically nothing. It is initiating,
doing, achieving and building an enterprise or organization, rratfa® just watching, analyzing, or
describing one. It is the knack for sensing an opportunity whérersosee chaos, contradiction and
confusion. It is the ability to build a “founding team” to conmpént your own skills and talents. It is the
know-how to find, marshal and control resources (often owned bysptiied to make sure you don’t run
out of money when you need it most. Finally, it is the ngfiess to take calculated risks, both personal
and financial, and then do everything possible to get the odds iffaxmur. Entrepreneurship education
is critical for developing entrepreneurial skills, attituded &ehaviours that are the basis for economic
growth. Access and exposure to entrepreneurship within eduslagigsiems at all levels are important as
they are the outreach to target audiences outside of tradiédonahtional systemsVith the publication

of Birch’s (1979) findings on the role of new small businesseghe creation of employment
opportunities in the USA, and the adveftgovernments in America and Great Britain that focused
reducing the level of state intervention and increasing indivicksgdonsibility, governments around the
world became interested in the creation of cultures that wooltote enterprise and create new ventures.
Subsequently, education systems have been charged, in vasgnges, with bringing this about.
Nowhere has this been demonstrated more clearly than idKhén 1997, the National Committee of
Inquiry into Higher Education (1997: 201) recommended universitiexotwsider the scope for
encouraging entrepreneurship through innovative approaches to progrdesige’, and by 2000
business and entrepreneurial development had been listed asf éme strategic goals for British
universities (Universities UK, 2000)Entrepreneurship is widetognised in the U.S. Approximately 5.6
million Americans under the age 34 are attempting to dtait bwn ventures (Tulgan, 1999, Cited in
Kuratko 2005:578-579). Another interesting fact is that “One thindeg¥ entrepreneurs is younger than
age 30, more than 60% of 18year olds say they want to startotlvem business, and nearly 80% of
would-be entrepreneurs in the U.S. are between the ages IBIEn@ulgan, 1999, Cited in Kuratko
2005:578-579). Although the facts stated above are for the U.S wwkIps show its large impact
around the world, the U.K also focuses greatly on the ablentrepreneurship in today’s socieBy
making entrepreneurship educataveilable to young people and adults alike, we are preparingettie
wave of entrepreneurs to enable them to lead and shape autiorss, businesses and local communities.
So the real challenge is to build inter-disciplinary approachexing entrepreneurship education
accessible to all students, creating teams for the develt@and exploitation of business ideas, mixing
students from economic and business studies with students fran fattulties and with different
backgrounds. Currently the teaching of entrepreneurship is notuffetiently integrated in higher
education institutions' curricula. Available data show thathgrity of entrepreneurship courses are
offered in business and economic studies. The diffusion ofpeatreurship is particularly weak in some
of the Member States that joined the EU in and after 200é&weMer, it is questionable whether
Business Schools are the most appropriate place to teacprengership, innovative and viable business
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ideas are more likely to arise from technical, scientfid creative studies. The demand for learning
about entrepreneurship is increasing. However, there is a gh@tahuman resources and funding for
this type of education; therefore it is not possible to nmestdemand fully. Action-oriented teaching is

labour-intensive and costly, and requires specific trainbhowever, the benefits of entrepreneurship
education are not limited to start-ups, innovative venturesnamdjobs. Entrepreneurship refers to an
individual’s ability to turn ideas into action and is therefar&ey competence for all, helping young

people to be more creative and self-confident in whateegruhdertake.

2. Conceptual Framework

The concept of entrepreneurship was first established id%06s, and the meaning has evolved ever
since. Many simply equate it with starting one’s own businBse concept of entrepreneurship has been
around as long as man existed. Entrepreneurship is a common vogabuteany people today, a topic
that occupies a prominent position on the research agenda of s¢hmargariety of backgrounds and
disciplines including economics, sociology, political scieremegd psychology since the concept was
established in early 1770s (Hinddle & Gillin, 1992; Hebert &K,i1988). It is a subject that has elicited
a lot of interest of people from all walks of life and ocdigyes including scholars, educators, researchers
and policy makers. Kirzner (1973, 1979) explains the concept afpeatreurship in terms of “alertness
to opportunity”; the discovery of knowledge previously unknown. According to dritnepreneurial
discoveries are realizations of ex-post errors made bkanparticipants. The existence of error provides
scope for profit opportunities that actors can realize. Thexgiar entrepreneurship, an entrepreneur
responds to opportunities rather than creating them. For Krizmegompetitive market and
entrepreneurship are inseparable; the competitive procassessence entrepreneurial. According to
Timmons (1989), entrepreneurship is the ability to create and swntething from practically ‘nothing’.
Fundamentally this is a human, creative act: the applicati@mergy to initiate and build an enterprise.
This undertaking requires a willingness to take calculasds, both personal and financial and doing
everything possible to avoid failure. Those involved in thic@ss must possess the know-how to find,
marshal and control resources (Kuratko & Hodgetts, 1989). Thgdiog review found out that many
terms have often been used to define entrepreneurship; inreneds, flexibility, dynamism, risk-taking,
creativity, value creation, uniqueness and growthorientgBtevenson & Gumpert, 1991); all giving an
explanation to the concept of entrepreneurship. The differanstand phrases used by deferent persons
to define entrepreneurship manifest its diverse and wide-sc@peenArising thereof, entrepreneurship
can be defined as the process of constantly scanning threraneint, identifying business opportunities,
marshalling resources to implement those opportunities andyfinathching an enterprise that grows by
making profit. Therefore, entrepreneurship denotes the adivfientrepreneurs: the prime movers of
the entrepreneurship process. The concept of entrepreneusstnipt de complete without talking of
entrepreneurs — individuals who give entrepreneurship sense @iehve

Entrepreneurship is an activity that is action-orienteds # world of immense creativity and innovation
inhabited by entrepreneurs, the individuals who innovate, take mdkceeate value in form of new
products and services. The conceptual framework for reflecionseaching entrepreneurship and
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developing entrepreneurial capacities and paradigm shift slemaldle us to reflect on how we plan
courses for potential entrepreneurs. The courses should help sttaleoise better with the practical
problems of starting a business. We should also reflect on Hmv cburses can assist the learning
processes of people who more generally want to develop dbdity to act, create and enjoy the
uncertainty and complexity of life when it is best (Gibb, 208pjnosa et al., 1997). At higher
education level, the primary purpose of entrepreneurship educhtouid be to develop entrepreneurial
capacities and mindsets. Educational concepts make presuppositionshaboaiure of reality and that
which constitutes legitimate academic study. Further, ammeneur is an innovator who recognizes
and seizes opportunities, coverts those opportunities into workable adelasvalue through money, time,
effort and skills, assumes the risks of the competitiveketglace to implement these ideas and realizes
the rewards from these efforts. According to Bygrave andrH&f91), entrepreneurship researchers are
hampered by the lack of a common conceptual framework faraheept entrepreneurship. The lack of
consensus on the meaning of this term makes it imperative Hearcbers provide a clear statement of
their meaning when they use it. Bygrave and Hofer1991), offeh & meaning by considering the
process of entrepreneurship rather than defining the termepeabeur.”

In their work, the entrepreneurial process "involves all thetfans, activities, and action associated with
the perceiving of opportunities and the creation of organizationsursue them" In this context,
entrepreneurship education programmes can have differentiodgecuch as:

a) developing entrepreneurial drive among students (raisingagss and motivation);

b) training students in the skills they need to set up a lassarel manage its growth;

c) developing the entrepreneurial ability to identify and exmglpportunities. Graduates’ start-up is one
of a range of possible outcomes.

Graduates’ start-up is one of a range of possible outcdm#ss study, the focus is on searching for a
new angle for conceptualizing problems of entrepreneurship educatir than providing a completely
new perspective by employing educational pedagogy and disla¢tiés challenges us to open up not
only the concepts as such, but also the differences in coatepterstanding of pedagogy and didactics
in the field of education and to reflect these differenmcake ideas of entrepreneurship education.

3. Literature Review

Education is the acquisition of knowledge, the aggregate pfadesses through which a person develops
ability, attitudes and other forms of behavior with positiviei@a in the Society in which he lives. Fafumva
(1991) describes education as all efforts, conscious and diredegntel and indirect, made by a given
society to accomplish certain objectives that are consldisirable in terms of the individual's own needs
as the needs of the society where that educationssdb@ut Erder (1966) regards it as a manpower
industry producing the knowledge and skills necessary for developEduntation is derived from the
needs and demands of the society thus it is seen asa@saouipic reflection of the total society needed for
both stability and continuity. The term entrepreneurship mgiéfiesent things to different people and can
be viewed from different conceptual perspective:
1) Somoye (2011)defines entrepreneurship as an act of possessing an inclifatioself
-development, ability to innovate, nurture an emterprise anchgpavieans of and access to
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finance in both formal and informal financial sub-sectors dhiewe a successful investment
towards sustainable economic growth.
Professor Howard Stevenson (Havard Business Schogisits thaEntrepreneurship is the pursuit of
opportunities beyond resources controlled.

a. Pursuit” implies a singular, relentless focus. Entrepreneurs pieceive a short window
of opportunity. They need to show tangible progress to attract resownd the mere
passage of time consumes limited cash balances. Consggeetiipreneurs have a sense
of urgency that is seldom seen in established companies, amgpportunity is part of a
portfolio and resources are more readily available.

b. “Opportunity” implies an offering that is novel in one or more of fourysvaThe
opportunity may entail: 1) pioneering a truly innovative product; 2)istiey a new
business model; 3) creating a better or cheaper version ekiating product; or 4)
targeting an existing product to new sets of customers. Togsertunity types are not
mutually exclusive. For example, a new venture might emplogva business model for
an innovative product. Likewise, the list above is not the ciliely exhaustive set of
opportunities available to organizations. Many profit improvement oppitigs are not
novel-and thus are not entrepreneurial-for example, raising a psoguice or, once a
firm has a scalable sales strategy, hiring more reps.

c. “Beyond resources controlled”implies resource constraints. At a new venture’s outset,
its founders control only their own human, social, and financapital. Many
entrepreneurs bootstrap: they keep expenditures to a bare minimilenirwesting only
their own time and, as necessary, their personal fundente sases, this is adequate to
bring a new venture to the point where it becomes self-susgdirnm internally generated
cash flow. With most high-potential ventures, however, foundaust mobilize more
resources than they control personally: the venture eventwdllyrequire production
facilities, distribution channels, working capital, and so forth

We can therefore conclude that whatever activity thatlies any or all of the above activities can be
regarded as entrepreneurship. Entrepreneurship refers to glrdbesses and activities involved in
establishing, nurturing, and sustaining a business enterprise.

This author seeks to contribute the following six (6) definitions tdetra entrepreneurship
a. An entrepreneur is the person (the subject), entrepreneursHip isrocess (the verb) and new

venture or enterprise is the creation of the person and the outmuttoome of the process. (the
object).Oluwasanya.A.T (2016).
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ENTREPRENEUR ENTREPRENEURSHIP ENTERPRISE
The Enabler/The Actor The Process /The Act The Output/OQuicome
Subject Verb Object

Source: Oluowasanva. A. T (2016)

b. In the words ofOLUWASANYA A.T (2016), Entrepreneurship involves a business idea, an
opportunity, an individual, an organizational context, risk, innovatimd resources.
Entrepreneurship is thus a process activity, it generally vegathe following inputs: a business
idea, an opportunity, one or more proactive and passionate indsjidmabrganizational context,
risk, innovation and resources.

c. It is the process of setting up one’s own business as difitimotpursuing any other economic
activity, be it employment or practicing some profession. férson who set-up his business is
called an entrepreneur. The output of the process, that is, tinessignit is called a new venture
or an enterprise. The following outcomes manifest speedily:

i. A new venture or an enterprise.
ii. Value
iii.  New products/services and processes
iv.  Profits and other income streams
v. Growth.
OLUWASANYA A.T (2016)

d. Entrepreneurship is a focused, purposeful and creative aativitentifying a need, mobilising
resources and organising production with a view to deliveringevia the customers, returns for
the investors and profits for the business. Entrepreneursthiprisfore the outcome of a dynamic
interaction between the person(Entrepreneur) and the enviroraewasanya.A.T (2016

e. Entrepreneurship is the purposeful creation and management of redsuginterprise. It is a
process through which individuals identify opportunities, allocatources, and create value.
This creation of value is often through the identification of unmeeds or through the
identification of opportunities for change. It is the art ofngean entrepreneur which is seen as
"one who undertakes innovations with finance and business acurnam effort to transform
innovations into economic goodSluwasanya, A.T (2016)

f. Entrepreneurship involves capturing ideas, nurturing and convergngitiio products or services

and then establishing a business outlet with the fixityke the products to the market place for
consumers and customers to purch@dewasanya.A.T (2014)
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g. Entrepreneurship is the physical manifestation of an ergargrbehaviour in tandem with the
potencies, willingness, ingrained ability and capability tocessfully run a business or venture.
Oluwasanya.A.T (2014)

Hansemark (1998) state that traditional education is markedlpadransformation of knowledge
and ability, while entrepreneurship education, in contragheid up as the model for changing
attitudes and motives. Entrepreneurship and entrepreneurshitiedubeside evident advantages,
like promoting business start-ups, has also wider market pdtentia

Entrepreneurial

This is the behaviour of the entrepreneur in the market .placee entrepreneurial, an enterprise has to
have special characteristics over and above being new arld sideed, entrepreneurs are a minority
among new businesses. They create something new, someffengndi they change or transmute values.
Entrepreneurial activity involves not just the firm or individvasponsible. Rather, others will observe
this activity and the results of entrepreneurship. Other pdepla that entrepreneurship is a viable
alternative to the status quo. As a result of this dematiestr effect, others will be induced to also
develop entrepreneurial strategies. Thus, there is a congpglbsitive externality associated with
entrepreneurship, particularly in areas with no strong entreprial traditions The entrepreneurial
function implies the discovery, assessment and exploitation of tojptaes, in other words, new products,
services or production processes; rstiategies and organizational forms and new markets for products
and inputs thadlid not previously exist (Shane and Venkataraman, 2000). The engaget opportunity

is an unexpected and as yet unvalued economic opportanttgpreneurial opportunities exist because
different agents have differing ideas the relative value of resources or when resources aedténom
inputs intooutputs. The theory of the entrpreneur focuses on the heterogehbgiiefsabout the value

of resources (Alvarez and Busenitz, 2001: 7&®trepreneurship —the entrepreneurial function- can be
conceptualized as tliiscovery of opportunities and the subsequent creation of new ecoaotivity,
often via the creation of a new organization (Reynolds, 2005).

Entrepreneurial Process

The entrepreneurial process is the mechanism through which tepreneur receives the return on his or
her investment. It needs the input of a variety of elemantgder to add value on the initial materials and
deliver an output. In this sense, the entrepreneurial pree¢lss mechanism by which the entrepreneur
bridges the gap between the current situation and what is eocedighossible. This is the way an
entrepreneur brings about change and makes a difference imtketnEntrepreneurial process can be
defined as the steps taken in order to establish a nevwpesgert is a step-by-step method, one has to
follow to set up an enterprise.

Entrepreneurial Mindset
Evidence suggests that successful entrepreneurs have an esmdwe mind-set. The person with an
entrepreneurial mind-set values uncertainty in the marketplace seeks to continuously identify
opportunities with the potential to lead to important innovationsecaBse it has the potential to lead to
continuous innovations, individuals’ entrepreneurial mind-sets canso@rce of competitive advantage for a
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firm. Entrepreneurial mind-sets are fostered and supported wheredgmnis readily available throughout a
firm. Indeed, research has shown that units within firnesnaore innovative when they have access to new
knowledge. Transferring knowledge, however, can be diffictittndoecause the receiving party must have
adequate absorptive capacity (or the ability) to learrktfwevledge. This requires that new knowledge be
linked to existing knowledge. Thus, managers need to developphbilites of their human capital to build
on their current knowledge base while incrementally expandindtiatledge to facilitate the development
of entrepreneurial mind-sets. The ability to dream ancenadise these dreams is whate could call the
entrepreneurial mindseicGrath and McMillan (2000) offer several characterist€ghis entrepreneurial
mindset:

a. Passion in seeking new opportunities.

b. Discipline in pursuing these opportunities.
c. Correct choice of the best opportunity to pursuit.
d. Focus on execution (adaptive execution).

e. Involvement of a significant number of other individuals.

The entrepreneurial mindset can be considered the backbone dnthprise culture. Through
entrepreneurship education student learn how to create businegbatso learn a lot more. The core

knowledge created via entrepreneurship education includes;

The ability to recognize opportunities in ones life .

The ability to pursue opportunities, by generating new ideas and foemetéded resources.

The ability create and operate a new firm.

The ability to think in a creative and critical manner.

4. Conclusive remarks and Recommendations

Developing and delivering entrepreneurship is significantly aftedy the internal organisational
structure of an institution. Faculties and departments tienebrk quite separately, with many obstacles
for students who want to move and for teachers interestestablishing cross-disciplinary courses. A

rigid curriculum structure is often an impediment to wdesciplinary approaches. In terms of specific
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contents, programmes and courses should be adapted to diffegehtgraups (by level: undergraduate,
graduate, post-graduate, PhD; by field of study: economics/busisesmtific/technical studies,
humanities, arts & design, etc.). The best way to enco@atgepreneurship among students is by giving
examples from the relevant technical area. As regardsntueaching methods, there are a wide range of
techniques to supplement lectures as the most basic rigaicitl. However, there seems to be a gap
between the methods actually used and those that are viewesirasst effective and appropriate. Using
experience-based teaching methods is crucial to developingremteeirial skills and abilities. Traditional
educational methods (like lectures) do not correlate well with development of entrepreneurial

thinking. . Following the findings of this work the aoithmake bold to recommend as following:

There should be a process of or a program geavesids training youths in Nigeria in the act of

entrepreneurship. This is in lieu of the asseittian knowledge is power.

There should be a government regulated meansrepesneurial development sponsorship devoid of
politics and the likes that have crippled thoséndtie attempts to encourage entrepreneurship.

There are currently too few professors of entrepreneur$higre is a need to graduate enough
PhD students in entrepreneurship who can become teachers.

Moreover, there is very little in terms of incentivesnotivate and reward teachers for getting

involved in entrepreneurial teaching and interaction witldlestts. It is currently difficult to build

a career in entrepreneurship, as research remains thg@roaiotion criterion.

There is a need for more interactive learning approachesgitne teacher becomes more of a
moderator than a lecturer. Crossing boundaries between dissipland multi disciplinary
collaboration, are essential elements in building enterprigiiigjes.

Getting real entrepreneurs involved in the teaching can opaker the current lack of

practical experience among professors. Although entrepreneutsuaimebss practitioners are in
general involved in the teaching, there are few examples dpeaneurial practitioners engaged
in the full curricula experience.

Nigerian higher education institutions are not sufficiently imgdland effective in working with
alumni who have been successful in their entrepreneurial endsaxodirwho could bring back

knowledge and funds.
Set up a task force (including the Ministry of Education ahéraministerial

departments: Economy; Employment; Science and Research) mmidet@ow
entrepreneurship can be integrated into primary, secondahhigher education;

9
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 10, No.1, 2018

Adopt legislation supporting relations between private business uangersities, including
allowing professors to work part-time with business;

Develop an accreditation system to validate non-formahiegrand practical

activities that favour entrepreneurship development;

Establish awards for entrepreneurial universities, teaamerstudents, and promote

positive examples of academic spin-offs.

At their level of responsibility, higher education institutiaesid:

* set up a strategy and an action plan for teaching anarcbse entrepreneurship,

embedding practice-based activities, and for new ventutteugta and spin-offs;

* create an entrepreneurship education department, which s&wiel as an

entrepreneurial hub within the institution and spread the tegdfientrepreneurship

across all other departments;

« offer an introduction to entrepreneurship and self-employmaeait tmdergraduate

students during their first year. In addition, give all stusiém¢ opportunity to attend

seminars and lectures in this subject;

* set up incentive systems to motivate and rewardthastaff in supporting students

interested in entrepreneurship, and acknowledge the acadduogm¥aesearch and

activities in the entrepreneurial field,;

* develop clear institutional rules about intellectual property;

» award academic credits for practical work on enterprisggis outside the established courses.
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Abstract:

Firms should terminate undesirable customer relationshipga appropriate way, so that they can re-direct tlungly
occupied resources to other profit earning and vedeation spheres. However, extant studies on B2Bae&hip have
mainly focused upon the stages of its formation anthter@ance. Business relationship termination still remaims
under-researched phenomenon, and most of relevanisdiens are conceptual or qualitative research withoestply
nature. This paper empirically examines the reasongustomer relationship termination based on a questionnaire
survey among 304 Chinese B2B firms. The researdiniys reveal that customer relationship termination interiion
positively impacted by seller's dissatisfaction with relafop value, and this link is positively moderated byraltve
attractiveness. Besides, the seller's dissatisfactietésmined by inter-firm communication difficulty, custoraentract
implementation capability, and customer opportunisti@iin. This study makes significant theoretical cdmtiions to
literature of inter-organizational relationship managetmend the research findings provide insightful mamiad
implications as to how to effectively develop and dissahter-organizational relationship for managers athtbuyer
and seller firms.
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Introduction:

It is reported that many inter-firm relationships havedddsminated in the end, and the failure rate of stratdiipnices

is as high as 70 percent (EImuti and Kathawala, 2094)doubt ending business relationship will bring aboe@agr
economic and reputational losses to both parties invaivéite relationship (Alajoutsijrvi et al., 2000). B2B firméth
long-term relationships are found to be more profitabkhe long run (Kumar, 2002) and, for this reasmpartance of
intensified research on relationship termination is ligitéd by many scholars (e.g., Wilson, 1995; Téhtiteal., 2007;
Wagner and Friedl, 2007). Some researchers put fdriber concept of business relationship lifecycle (Dwsteal.,
1987) and discussed the final stage of business redhtFord, 1980) since 1980s. However, it is onl\endly that
business relationship termination has begun to get rattemtion from scholars, and it still remains a relatively
under-researched topic. Without findings from this last estig relationship lifecycles, B2B relationships can not
sufficiently be understood.

Research on relationship termination has been condirctéite various contexts such as marketing channels,
client-agency relationships, joint ventures, and stiateliances. The buyer-seller relationship has beemaity
discussed by taking the customer’s view and expldtiegeasons why customers decide to switch to othetistgppt
is still unclear about the reasons that urge B2B firmsetminate some unprofitable or undesirable customer
relationships, as well as external or internal factor&chvimay moderate the likelihood of relationship dissolution
(Halinen and T&htinen, 2002). In addition, most rel¢wndies are conceptual or qualitative ones and explgrator
nature.

In this paper, we limit our focus to B2B seller-buyelationships, for seller-buyer relationships have beenedrg
to form the core unit of analysis in marketing theory (Bwgt al., 1987; Morgan and Hunt, 1994). ParticuldHg,
study contributes to existing literature by providingottetical explanations and empirical evidences of therdénants
of customer relationship termination intention of B2Bnfit The study can provide insights about the antecedénth
are important in urging B2B sellers to dissolve som&anted customer relationships, and also put forwaplidations
that careful attention to these antecedents can prdnatte buyers and sellers with an early warning ofenging
relationship termination. Actually understanding relatttp termination is crucial for enabling B2B firms torkeérom
defection of one partner and to transfer that knowlédgelationships with other partners. Therefore, theceptual
ideas about customer relationship termination herein atsy be useful in analyzing the dissolutions of relatigrssh
between the company and other types of partner.

This paper is organized as follows. Firstly, the litematabout inter-firm relationship termination and customer
relationship termination is reviewed, and then concefitaaiework and research hypotheses are put fongacbndly,

a questionnaire survey is conducted among 304 ChB2Bdirms to test research hypotheses, and the rdéséadings

are reported. Finally, the theoretical contributions anchagarial implications of this research are explained, ar
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limitations as well as future research directions areudised.

Theoretical background and research hypotheses

Inter-firm relationship termination:

Inter-firm relationship termination can be defined fromtist perspective such as the “disinclination to continge th
current relationship” (Ping, 1999, p. 226) or as “thdieg of a business relationship between two firnisirps et al.
2009, p. 263). By contrast, a dynamic perspectiveidens relationship dissolution as “a process wheisetlieks, ties
and other bonds are broken, disconnecting the fornrmtiepdrom each other” (Halinen and Tahtinen 2002, b)1
Research shows that business relationship ending & clear-cut issue. Even though the parties maytstoing with
each other, some kind of social bonds still exist thghtrbe activated at future point in time (Havila and \iiion,
2002).

In business marketing, the discussions of inter-firmtioglahip termination are inspired by applications of
transaction cost economics (Heide and John, 198&), 19®2), or social exchange theory (Anderson andidydr984,
1990; Dwyer et al., 1987), or agency theory (Lassdrkaerr, 1996), or insights from relationship marketibfgutison,
2004). Relevant studies have discussed conceptuatizaficinter-firm relationship termination (eg. Halinen and
Téhtinen, 2002; Tahtinen and Havila, 2013), determinahtster-firm relationship termination intention (eg. Ellis,
2006), ending competence (eg. Havila and Medlin, 2@&2farian et al., 2015), positive and negative coresezps of
inter-firm relationship termination (eg. Pick, 2010;efarian et al., 2015), relationship dissolution strategess
Alajoutsijarvi et al., 2000; Giller and Matear, 2001) gmdcess (eg. Halinen and Tahtinen, 2002; Michalski, 2004;
Tahtinen and Vaaland, 2006). Only a few studies proloetliri$ topic in the context of Chinese firms (Pressey Qiu,
2007).

Today we know that inter-firm relationships may enddorariety of reasons. Tahtinen and Halinen-Kaila (1997)
identify three kinds of antecedents of inter-firm besim relationship termination, namely predisposing factors,
precipitating events and attenuating factors. Petessah (2000) make a cogent argument that relationslapsalgoth
positively and negatively related to termination. Over tineeitfiormation asymmetries separating buyers from sellers
(or hiding opportunistic agents from their principals)l imcrease the likelihood of termination. But at the satime
long-lasting relationships may enjoy higher levels adttteading to a lock-in effect and a lower risk of teration. Ellis
(2006) identifies organizational, relational and extewuaalables which may hasten termination propensity of-ifirie
relationships in the channel management. They puts fdregveral propositions to explain the motive to terminate
business relationship in terms of termination triggersyelsas their antecedents (market factors, organizédiciors,
product factors and relationship factors) and modegyatite of switching costs. Dan and Zondag (2015) exarthe

factors observable at the time of the alliance formatioithwban predict the propensity for alliance termination, and
16
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find that the perception of future returns from the atlgrtechnological intensity of the alliance partners, rmadket

density and diversity will impact the propensity for terntiom

Customer relationship termination:

Customer relationship is at the core of business oelgtips. Relevant discussions are primarily focusedomsumer
marketing contexts. Besides, seller-buyer relation&timination can be initiated by the customer, the supmieg
third party (Tahtinen et al., 2007), and only few stutige focused on that initiated by the supplier.

The limited explorations about customer relationship entinB2B firms examine following several topics: types
of customer relationship ending (forced, sudden, @nggpptional, involuntary, and planned ending) (Michalgkio4),
classification of communication strategies realized leysthpplier (direct and indirect, other-oriented and sédfrted
strategies) (Alajoutsijarvi et al., 2000; Freeman andinBry 2004), customer relationship termination competenc
organizational level (Ritter and Geersbro, 2011) atebsapresentative level (Geersbro and Ritter, 2GE2)vell as the

outcomes of ending customer relationship (eg. RitteiGe®tsbro, 2011; Geersbro and Ritter, 2012).

Only a few authors investigate reasons why B2B sellecidd to terminate its relationship with a customer. The

main reasons for the seller’s decision to end a custaelationship include low profitability or unprofitabiligf the

customer, and the coherent objective to release limib@apany resources for other investments (Helm et al6;200

Geersbro and Ritter, 2010). For instance, Pressey and(2007) examine the characteristics of buyer-supplier

relationship dissolution in China, based on in-deptariui¢ws of Chinese managers of dissolved long-ternnéss
relationships. They identify four categories of distoluin buyer-seller relationships: joint decision to endtiehship,
customer deselection, supplier deselection, and daalivay from the relationship. The results show thastippliers are
unwilling to end a relationship with a customer unlessctiomer was unprofitable, however, even in suchschsy

were often reluctant due to the damage it might ctuiee reputation of the firm.

Conceptual framework and research hypotheses:

In our paper, relationship termination is defined psogess of the planned and conscious ending of toretaip with a
business partner by evacuating the existing relationskigredsing current ties such as contact levels andgdicidy

stating the end of the relationship. The customettioglship management context is considered by takingB2&

seller’s perspective. The conceptual model and reségymotheses are put forward, as shown in Figure 1.
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Figure 1 Conceptual model of antecedents of customelationship termination intention in B2B context

Dissatisfaction and termination intention:
The factors that lead to the ending of a businelsgionship can be quite complex and hard to defdespite the long
lists promulgated in the literature, fundamentéilg incentive to terminate business relationshighgsatisfaction when
perceived performance of exchanges does not meections (Alajoutsijarvi et al. 2000; Makino ét, 2007, Ping
and Dwyer, 1992). Seller’s dissatisfaction withatielnship value is defined as the degree to whiehseller firm is
dissatisfied with the fundamental value delivergdtlize relationship with the buyer. Performance )&dissfaction is
closely related to the development of inter-orgatdnal trust and commitment, which are the keysntintaining a
long-term relationship (Anderson and Narus, 199@rdyandas and Rangan, 2004). When the value defived
business relationship is satisfactory, partners ramgivated to continue the relationship, whereasatisfactory
relationship value may urge the firm to modify eee terminate this undesirable relationship (Paraatand Sheth,
2001). Indeed, high value relationships with custsrirectly contribute to corporate goals and kheeduce supplier's
tendency to search for alternative business pariaed its switch intention. The empirical study®giger et al. (2012)
supports the negative link between supplier peetkivalue and its switch intention. In the lattesecathe business
partner has become a burden in some way, emphgsfzénnegative costs of business relationships gdhgdon and
Snehota, 1999). In their study of client-agencatiehships, Young and Denize (1995) report thagadisfaction with
service quality is a key motivator for change (aks® Doyle et al., 1980; Henke, 1995; Michell et 4092). Therefore,
we put forward the following hypothesis:

H1: Seller’s dissatisfaction has a positively imp#aon relationship termination propensity.
Antecedents of seller’s dissatisfaction:
Next, we present two inter-firm variables (resoucoeplementarity and communication difficulty) atweb customer
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variables (contract implementation capability and opmistic behavior) which determine the seller’s dissatt&fac
with the relationship value.

Lambe et al. (2002) define resource complementasittha degree to which partner firms are able to editein
deficiencies in each other's portfolio of resources thiedeby bolster each party's ability to achieve busimggsls.
Drawing on the Resource Based View, it is suggested éisaurce complementarity between partners provides firm
with access to idiosyncratic resources and resourcebinations, enabling firms to gain competitive resource
advantages (Harrison et al.,, 2001). Other scholarsfgrutard similar arguments in linking resource synergies
inter-organizational cooperation performance. For irtgaiiamel et al. (1989) suggest that pooled resoleeesto
mutual gain if parthers complement each other's weaksedMadhok and Tallman (1998) propose that alliances in
which partners hold complementary resources havehitfieest probability of creating value. Based on the above
evidences, we propose:

H2: Resources complementarity has a negative impactagien’s dissatisfaction.

In this paper, communication is defined as a series ofepses through which groups share and generate
information in order to promote common interestsg&s, 1981). Transaction cost analysis works on rissumption of
bounded rationality and thus posits that effective conication helps create an atmosphere of mutual suppdrt an
participative decision making (Mohr and Nevin, 1990hm@nunication behaviors associated with the sharing and
exchange of information improve inter-organizationéefveness (Tzafrir et al., 2004), for it promotedlaboration
and feedback during the problem solving process, iwiiay encourage customer participation and help aeHietter
perceived relationship performance. Literature in i@hship marketing has recognized how collaborative
communication is critical to fostering and maintaining eaéinhancing inter-organizational relationships (e.g., IBchu
and Evans, 2002). Paulraj et al. (2008) view inteaoizational communication as kind of relational competesnud
empirically support their argument that inter-organizati@ommunication enhances buyers’ and suppliers’ paeoce.

On the contrary, poor communication hinders the twossi@déning benefits from the cooperation. Accordinglg,have
the following hypothesis:

H3: Communication difficulty has a positive impact upefies’s dissatisfaction.

Relationships with customers are expected to fulfilc@ufunctions for suppliers (Walter et al., 2001). There
direct functions (such as volume, profit and safegdanttions) and indirect functions (such as innovatioasket,
scout and access functions) the relationship cretdesigher value the supplier achieves. Accordingatosaction cost
theory, a formal and written contract which explicithpatates the responsibilities and obligations of eachypaay
help reduce opportunism and control exchange haz@ats and Lumineau, 2015). However, signing the contraly
marks a commitment to work together and the beginniramafngoing process rather than an end in itself (CG#1,).

What's more important is the business partner’s céipatn implement the contract responsibilities, particuldmlyhe
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dynamic business environment. Increased fulfillmentasfous kinds of expected functions leads to increasellar’s
perceived value and satisfaction with the performanceefRse et al., 2009), and vice versa. Thereforgguivéorward:

H4: Implementation capability has a negative impact upoar&etlissatisfaction.

The fourth antecedent of seller’s dissatisfaction with riflationship value is customer opportunistic behavior.
Researchers have studied the impact of opportunistic lehevibusiness relationship for decades. According to
Williamson (1975, p. 9), opportunism “refers to alaaf candor or honesty in transactions, to includé-istdrest
seeking with guile.” In the context of inter-organizatibre@operation, opportunistic behavior includes “briegk
promises, not sharing resources or facilities as peveamgnt, bluffing, lying, misleading, misrepresenting,odistg,
cheating, misappropriating, stealing, etc.” (Das antiran, 2001, p. 43). According to the transactiori eoenomics
perspective (Williamson, 1975), it is well established tbaportunism has a negative impact upon exchange
performance (Heide and John, 1990; Wathne and H2@l9)). Opportunist behaviors will significantly increassts
associated with monitoring performance and safeguarntivgstments (Gassenheimer et al., 1998; Heide and John,
1990), therefore the exchange becomes less efficienteandbrone to joint action and includes lower expectatain
continuity, all of which will decrease relationship valuesige and John, 1990; Parkhe, 1993; Smith and Bart®®y).
Besides, opportunism has a negative impact on the enuergé relational sentiments (Gundlach et al., 1996abse
perceiving a partner as opportunistic undermines extittaral norms and raises the feeling that the exchamgeepa
is not concerned with the well-being or fairness efalkchange. Therefore, we put forward:

H5: Opportunistic behavior has a positive impact updersedissatisfaction.

Moderating variables in the dissatisfaction and terminaibn intention link:
Finally, we will discuss the potential moderating rolesnéérpersonal relationship and alternative attractisene the
link between dissatisfaction and customer relationshipit&tion intention.

Extant literature has recognized that a business relaijposhsists of more than just the inter-organizationallleve
The development of an inter-organizational relationshipursc also through interpersonal relationships, and this
interpersonal aspect of the relationship plays a atiticle in improving overall commitment (Mavondo anddRgo,
2001). Likewise, interpersonal relationship should dlase an impact upon the termination of inter-organizationa
relationship by decreasing the ending propensity.elofgs to one critical kind of attenuating factors psgub by
Tahtinen and Halinen-Kaila (1997). Especially in China, theanxi literature demonstrates that interpersonal
relationship is a key part of inter-organizational relatigmslamong Chinese firms (Barnes et al., 2011). Toezefve
have

H6: Interpersonal relationship negatively moderates tHatiogrship between seller’s dissatisfaction and

relationship termination intention.
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Alternative attractiveness is defined as the firm's esénadt the likely satisfaction available in an alternative
relationship (Ping, 1993; Rusbult, 1980). Drawing fremxtant literature in social psychology, economics, political
science, interpersonal communications and marketing, 8t€¥898) develops a model of the customer exit pmces
One of the four key exit issues in this model is avditgbof alternatives. Likewise, if B2B firms are unawané
attractive alternative customers at hand, then theywedlystay in a relationship even when it is perceiveceas than
satisfactory. On the contrary, firms may facilitate itsisien to terminate the current relationship and initiabews one
if they perceive the alternative to be attractive duénigher degree of inter-firm resources complenréytebetter
inter-firm communication, stronger contract implemdntaicapability or less likelihood of opportunistic behasiof
the new customers. Hence, it is proposed that:

H7: Alternative attractiveness positively moderates theioelstiip between seller’s dissatisfaction and relationship

termination intention.

Research methodology

Sampling and data collection:

Given the increasing need to generalize inter-firm wiatiip termination research results to various settingmaC
domain is believed to provide a reasonable contexhfsistudy. Chinese culture holds the vivid characteristholistic
thinking to tackle with the relationship with businesstpers. We surveyed industrial firms in Wuhan, a lacig in
central China. Wuhan has a large number of firmsamand steel, automobile, electronics, chemicals, megglitextile,
shipbuilding, pharmaceutical and other industrial produtts.helpful to generalize the results of customéati@nship
termination research to a variety of industry settings.

The sampled companies should meet three qualificatiorslyFit should be a supplier of industrial products or
services. Secondly, it should have operated its bssifoe at least three years, for a newly-found compapgrhaps not
in a relatively stable development stage and the cinkalmong the constructs in question cannot be fullpifeated.
Thirdly, it should have autonomy in decision makingnitfating, maintaining and ending relationships with itstomers.
Using a list, provided by the local government, ofA@@uhan B2B firms in various industries, questioremivere sent
to 681 firms who agreed to participate in this studyhegitoy e-mail or by paper questionnaire. We promised th
confidentiality of the companies and specific responsggormants, and only two key members of reseagelmtcan get
access to the whole dataset. After repeatedly urgingniafiots to answer the questionnaire, 356 questionnaees
finally collected, representing a response rate of 52.3%.

Of the 356 respondents, 304 answered in an apptepsiay. We compared the two sets of responses fagrarp
guestionnaire and e-mail to examine possible differenegarding the characteristics of the two groups. Thaltre

showed that the means of relevant variables have noisgrtiflifferences between paper questionnaire andldased
21
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 10, No.1, 2018

respondents, leading us to pool the data. In addiiczgmparison of early and late responses indicatesignificant
differences in the major constructs of these two set&atidg the minimal likelihood of non-response bias (Arorsdyy

and Overton, 1977). The characteristics of the regarfdms are presented in Table 1.

Tablel

Profile of respondent firms

Charactenstics Percentage Charactenstics Percentage

<100 12.1% <10 years 31.9%

Number of
100-300 22.4% Age 10-20 years 30.9%

employees
=300 39.3% =20 years 371%
S50Es 19.9%

Manufacturing 48.0%
Private companies 25.7%
Main business
Owmership Foreign investment
scope 33.9%
Services 32.0% companies

Others 10.5%

Measurement scales

On the basis of interviews with managers and an extenmsview of previous studies, preliminary versiontloé
guestionnaire was developed. When possible, existimgswere adapted to the context of this study. &lhsares are
seven-point Likert scales anchored by “strongly dissigesnd “strongly agree”. The sources and descriptmnthe

measures are explained in Table 2.
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Table 2

Sources and description of measurement scales

Constructs

Scale sources and descriptions

Inter-firm resources
complimentarity
Inter-firm communication
difficulty
Customer contract
implementation capability
Customer opportunistic
behavior
Dissatisfaction with

relationship value

Interpersonal relztionship

Alternative attractiveness

Customer relztionship

termination mtenticn

Adapted from Deitz et al. (2010) consisting of 4 ftems. All the 4 items zre retained after
scale purification.

Adapted from Hung and Lim (2013) consistmg of 4 items. All the 4 items zre retaimed
after scale purification.

Newly developed scale consistng of 5 items bassd on manager interviews. 4 items are
retamed after scale purification.

Adspted from Pmg (1993), Rokkan and Heide (2003), Wiuyts and Geyskens (2005)
consisting of 5 items. All the 3 items are retained after scale purification.

Adapted from Geiger et al. (2012) consisting of 6 items. All the 6 items are retzined affer
scale purification.

Adapted from Mavonde and Rodrige (2001) znd Bames et al. (2011) consisting of 6
ftems. 3 items are retamed after scale purification.

Adapted from Pmg (1993) consisting of 3 items. 3 items are retamed after scale
purification.

Adapted from Ping (1993) consisting of 6 items. All the 6 items are retained after scale

purification.

Result of empirical research:

Reliabilities and validities of measurement scales:

The Table 3 provides the means, standard deviationglations, reliability estimates such as Cronbacht®mposite
reliabilities (CR), average variances extracted (AVE)alif measures. The results indicate that all the cortstruc
Cronbach’s alpha coefficients (ranging from .77 tg &@d the composite reliabilities (CRs) (ranging from @390)
exceed the accepted reliability threshold of .70. In axdiall the AVEs are greater than .50 cutoff (randiagn .50

to .64). Thus, all the measures demonstrate adelaieilities.
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Table 3

Descriptive analysis, correlations, reliability estimates and discriminate validity estimates of measures

(1 2) (3 ) )] (6 (7 ()

(1) resources complementarity 0.709

(2) communication difficulty 0334 0.7T16

(3) contrzct implementation capability -0.057 0091 0778

(4) opportunist behavier 0019 0194 0205 0.T46

(3) dissatisfaction with relationship value 0042 0303 0183 0364 0801

(6) mterpersonal relationship 0172 0210 0228 0238 0016 0775

(7) alternative attractiveness 0.147 0124 0042 0208 0351 -0069 0.750
(8) relationship termination mtention -0.039 0188 0127 0309 0460 0021 0494 0734
mezn 4215 3732 3269 4660 3423 4605 3947 3714
s5D. 1388 1379 1123 1265 1158 1333 1292 1333
Cronbach’s o 0774 0783 0848 0814 0864 0832 0839 0857
CE. 0.834 0.843 0898 0872 0924 0877 0882 Q902
AVE 0303 0313 0605 0357 0642 0601 0363 0613

Note: Diagonal elements (i bold) represent the square root of the AVE. Off-dizgonal elements (ncluded n the

lower triangle of the matrix) represent the standardized correlations among constructs.

The validities of measures were examined with confionyafactor analysis (CFA). As Table 4 indicates, th& CF
measurement model suggests acceptable fit indexesfiptesavith GFI, NNFI and CFI all exceeding .90 and RMSEA
not exceeding .08 2/df=3.56; GFI=.91; NNFI=.95; CFI=.94; RMSEA=.08; RM&82). All items load on their
respective constructs, and each loading coefficientgetahan .50 and significant at the .01 level, showatgsfactory

convergent validities for all measurement scales (fsweand Gerbing, 1988).
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Tabled

CFA results of measurement scales

ELITE HALL PUBLISHING HOUSE

Latemt wariablas

Obzervad varighlas

S5LC

{t-valus)

Inter-firm rasouoas
complementarity

{Deitz =t al., 2010)

Inter-firm commumd cation
difficulty

{Hung and Lin, 2013}

Customer contract
implementation capability
{nawly devalopsd bazad on

MEnags intsri=ws)

Customear opporfumiztic

1. X company and owr company are mutueslly depandsnt on 2ach
othar zince wa contributs diffsramt rezonroes and compatancias.
2. The resource: brousht in the trameactions by X company
=nd our compEny kava been vary valesbla for the other.

3. The resource: brousht inm the trameactions by X company
=nd our compEny havs been signdficant in getting the job don=.
4. Togsther, X compary and our company add substantial valus
to 2ach other in the cooparation.

1. Ther= == fow axchanzs: of busines: information betwean X
COMpEnY And OUf COMpEnY.

2. The emploves: of X company zaldom kesp us wall informed
about any change: of guastions that could b of intersst to ws.

3. The amployss: in X company a2 electant to explain to ws
the pros and cons of the recommendations ha'zhs maks to ws.

4. If wa a=k for zoms trpe of information, whether it i= stratesic,
tachmical of oparating, the emploves: of X company ar= slow to
supply it.

1. X compamy slways maka the parment timaly.

2. X company alway: infooms we of the latest devslopmant of
thair contract implsmentation.

3. X company lway: implsments their contract responsibility
propady.

4. X company always assists o company to smoothly deliver
tha offerings.

1. Thaz will be zome things X conmany will do only if wea
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0.3%(18.5T)

0.81{16.44)

0.62(11.40)

0.54(9.34)

0.EX15.7D)

0.7TH14.5T)

0.56(8.72)

0.78{15.08)

0.80{15.50)

0.77(14.89)

0.65(11.95)

0.61{10.82)
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ahanios
{Ping, 1943;
Fookkan and Heida, 2043;

Woyts and Gevakane, 2005

Seller's dizzatizfaction with
relationehip valus

{Geigar at a1, 2012)

Interparzonsl =lationzkip

{Wavondo and Fodrigo, 2001;

Eames at al., 2011)

chack up and in=izt om it.

2. X compary will not vluntesr mch information reeading tha
buziness tous.

3. Bomstimes, X company alters the facts shighily in osder to gat
what thay nead from us,

4, Ogeasionally X company may shitk certsin contractial
obligations to & when thay 222 profit opportunitias from doing
0.

5. X compary may neglact their rszponsdbilitiss when we are not
likaly to notics the noncomplianca.

1. Our compamy iz not satisfied with the elationship bacazs
thiz qustomer relatimnehip hes failad to provide sufficient valus
T e,

2. All in all, our company i= not satsfiad for fhe dzadvantase:
of tha mlationship with thiz customer far outweigh the hanafits.
3. Our company iz mot zatisfied with the relationship bacansa
thiz customer could not maks 3 cucial poesitive comribution to
O COMILDEDTY & S1B002SE.

4, O company i3 not 2atizfisd with the relationship bacanea it
could not maka a crocial pesitive contribation to our company's
achigvement of goals.

5. O compamy i3 not satizfisd with the elationship becanes it
dosaz niot match our conception of an optimal mlationehip.

&. O compamy i3 not 2atizfisd with the relabonship becanes it
could mot mast the raquiremeant of My company in impostant
aspactz.

1. The key parsons in our conmpany and X oompany are gbla to
talk opanly 3= fiamds.

2. The key porzon:s in owr company and X company oftan
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0.7614.88)

0.80{15.66)

0.68(12.83)

0.67(12.31)

0.60{10.72

0.58{10.30)

0.57(10.01)

0.78{15.11)

0.65(11.85)

0.77(14.7T)

0.64{10.72

0.67(10.34)
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intaract with aach otheron a zocial basis putsids of wod.
3. The peopla af my fimm tnest the peopla at X company. 0L BN14.0T)
4. O compary baliovs the psppls at X company &=

0.B15.23)
trestworty.
5. The practice of “give and take™ of fvor iz a key part of the
malationship batwean the ey pesome at our company and X OUTE{11.ES)
COMpENY.

1. Allin sll the dtemstrive cestomer would be better than X

DLTE14.74)
DOMIpEDY.
Altemative artractivenszs 2. Orearsll, the sltsmative cosomer's policiss would benafit owr
0.72(13.35)

{Ping, 1983 Codmpany mods than X company.

3. In general, we would be more zatizfisd with the altemativa
0.8121.65)
oestomar than we are with X compamy.

1.Cner company will think showt snding the business ralatonehip
0571026

with X company.
2. Waare looking for other cestomears to 1=placs X company. DLTH15.85
3. We ar= not liksly to continus the businsss slationhip with X

Customer elationship OLEH1T.41)
COMpAnY.

temination intention
4. Wa will probably conzidar a raplacemeant cusivmear o the naar
{Ping 1883} 0.74(14.43)
firtura,

5. Weare looking af r=placement customears. 0L63(11.746)
8. We will probably stop dong business with X company in the

DLER{12.799
maar fitnra,

F=2076.08; df=837; 7/df=3 56, GFI=0 013, KRFI=0.051; CFI=0.042; FAEEA=] 082; RRIR=0023
Wote: 5LC iz zhort for standsndized loadine cpsfficient; X compsny refers © e importsnt customer of the

survayed anterpriza.

Hypotheses test:
The structural equation modeling (SEM) technique wagleyed to examine main effects, and the results appear

Figures 2.
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Inter-firm resources

complementarity \-0.12(-1.57)

Inter-firm

communication -0.14(2.14)
difficulty I

Seller’s
dissatisfaction wit|
relationship value

~.

J‘0.48 (5.78y" Customer relationship
y| termination intention

Customer contract
implementation
capability

Customer opportuni

behavior 0.49(5.53)"

2/d f=3.677; GFl = 0.87; NNFI =0.92; CFI=0.94; REA= 0.094; RMR=0.039
* pEppED.05E* pBopED.0IpE*+* pEFppED.001

Figure 2 Results of SEM analysis

H1 predicts that seller’s dissatisfaction with tiglaship value positively impacts relationship teration intention.
As Figure 2 indicates, the results support bt.48, t=5.78), for the path coefficient is positigad significant at .001
level. H2 is not establishet%-.12, t=-1.57), indicating that inter-firm resoasccomplementarity has no significant
impact upon seller’s dissatisfaction. Besides, thsults support H3bE.14, t=2.14), which predicts inter-firm
communication difficulty increases the seller’ssdissfaction. H4 is supporteb=-.25, t=-3.78), that is, customer contract
implementation capability significantly deceases ¢kller’s dissatisfaction with relationship valti. is also supported
(b=.49, t=5.53), indicating that customer opportuaisiehaviors can improve seller’s dissatisfactidthwelationship
value.

In order to examine the moderating roles of intespeal relationship and alternative attractivendss procedure
recommended by Greenley and Foxall (1999) wasu@b This involved four-step hierarchical moderategression
technique, as shown in Table 5. At the first stafjthe hierarchical regression, only two controfiaales, firm size and
firm age, are included (Model 1). The result shdhat firm size and age have no significant impgmrucustomer
relationship termination intention. The second esgion adds independent variable (seller’s disaatisn with
relationship value) (Model 2). The result showst th&ssatisfaction has a positive and significanpact upon
termination intention (=.46, t=8.78), supporting H1 again. The third regien adds two moderating variables
simultaneously (Model 3). The results show thatititerpersonal relationship has no direct impacirugermination
intention (=.03, t=.51), while alternative attractiveness hasignificantly positive effect £.40, t=7.90). The fourth

regression adds interaction terms of seller’s tifsation and two moderators (Model 4). All thelépendent variable

28
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business dehagement, Vol. 10, No.1, 2018

and moderator variables are centralized before testrad$ults show that the standardized coefficient of theaitien
term of interpersonal relationship and dissatisfactiomoisstatistically significantb=-.03, t=-.51), and the interaction
term of alternative attractiveness and dissatisfactioms#tipe and significant at .001 levdi£.44, t=8.79). Therefore,

H6 is not established, and H7 is supported.

Table &

BResults of hierarchical regression analysis: Standardized regression coefficients (t-value)

Medsl 1 hodel 2 Modsl 3 Model 4
Control variables
Firm size 0063 (-1.106)  -0.036(-0.673) 0,035 (-0.667) -0.036 (-0.637)
Firm age 0.080(1.337) 0.054 (1.030) 0.033 (1.003) 0.038 (1.0400
Independent variable
Seller’s dizsatizfaction with
0.435%*%(8.799) 0.436**(8.872) 0.434***(8.229)
relationship value
Moderating variables
Interpersonal relationship 0.026 (0.510) 0.004 (0.072)
Alternative attractivensss 0.350% (7.901) 0.317** (6319)
Interaction terms
Dizsatisfaction . nterpersonal relationship 0,027 (20.500)
Dissatisfaction ¥ sltemative attractivensss 0.441** (3.793)
VIF (=) 1.024 1.003 0.998 0.596
R? 0.008 0214 0.330 0335
Adjusted R* 0. 002 0207 0.345 0372
F-value 1233 27306 40.281* 32867

*: pe) 05; ¥*: p<0.01; **%: p<0 001

Conclusions:

Research findings and theoretical contributions:

The decline of inter-firm relationship remains an impdstatthough little studied, topic within the B2B marketing
literature. Existing research on this topic tends tbidmgmentary (Ellis, 2006), and scholars have discusseeral critical
issues about inter-firm relationship termination, inclgdihe motive and barriers of partner switching (Ellis, 2006
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antecedents of relationship dissolution (Dan and Zor2ath; Heide and Weiss, 1995; Perrien et al., 1Pgtfg, 1993),
ending competence (Havila and Medlin, 2012; Zaefaearal.,, 2015), and process and strategies of relationship
termination (Giller and Matear, 2001). However, exlistature has not fully discussed when business relafipskbuld

be terminated and, particularly, what are determinamfa.cf customer relationship termination in B2B cotteResides,
relevant findings are mostly derived from qualitative EsidHavila and Medlin, 2012) and the quantitative disoussn

this field are very much scant.

Based on the above-mentioned research gaps, the i paper is to make theoretical contributions to liteeaof
inter-organizational relationship management by emplyicaxamining why B2B sellers intend to terminate their
relationship with some customers. By using a questioa survey among 304 Chinese B2B firms, the follgwasearch
findings have been arrived at:

Firstly, when arguing a model of customer exit proc&swart (1998) describes the link between dissatisfaction
and exit as rather complex, as research shows thsattigfsction is neither a sufficient nor a necessary eagtanfor exit.
Stewart reasons that exit can be caused by satiatiomgetadboredom and variety seeking. Reichheld (188g8pests
between 65 percent and 85 percent of customers whol@m to have been satisfied or very satisfied wigirtformer
supplier. To further complicate the relationship betwdissatisfaction and exit, some studies have shown thsattidited
customers do not exit. However, our research findindigate a strong positive link between seller’s dissatisfa with
relationship value and its intention to terminate custamationship, evidencing that the B2B firms are morsnaf
and deal with customer relationship primarily based onevelaiming concerns.

Secondly, the link between dissatisfaction and termindtitention is moderated by alternative attractiveneds, bu
not moderated by interpersonal relationship. This findsxggemingly contradictory to our observations that guanx
plays a critical role in Chinese society and business wohd possible reason for this finding is that for thatetjically
important issues, the firms make decision primarilyedasn partner’s capability and brand which are goodhfe firm’'s
interest in terms of survival and growth (Wuyts et aD09). Apparently, initiating or dissolving relationship hwit
customers is considered to be critical matter which wikkeine the future growth of the firm. In these ciratances,
the role of interpersonal relationship is expecteldemot highly significant.

Thirdly, the seller's dissatisfaction is determined hterfirm communication difficulty, customer contract
implementation capability, and customer opportunisticakiitr, while inter-firm resources complementarity has no
significant impact. Potential reason for this finding ist tbeampared with other factors, company resourcesreme
explicit and predictable, and they could be evaluateirbns before entering the relationship and be includethén
written contract in the form of transaction terms. Thenef the likelihood that resources complementarity impacts

seller’s dissatisfaction is marginal.
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Managerial implications:

Given the high costs associated with the dissolutioB2B relationships, it is incumbent upon both sides of a
buyer-seller relationship to identify the reasons why didacide to terminate business relationship and dedidviors
leading toward inter-firm relationship declining. Byderstanding the factors that are important for BEBS in
deciding to end customer relationships, managers,fhmthsellers and buyers, can focus their effortshase factors in
order to foster successful buyer-seller relationships.

B2B firms should understand that effective relationshignagement is about managing both “growing” and
“declining” relationships. The dissolution of some relasiips can even be beneficial and desirable. Optirsaliree
allocation presumes the conclusion of relationshipsdbatot provide sufficient value for the company. Efere, B2B
firms should consider several critical aspects of the&amer relationship when they determine to end it. Firftips
should constantly monitor the level of value they cowdgtare form exchanges with customers. If they arélig
dissatisfied with the customer relationship value, theukl initiate termination routine so that the resouraegfifrom
unsatisfactory relationships can timely be used intioigaew ones with a higher profit potential as suggebtethe
customer portfolio approach. Secondly, firms can iptegdotential value generated by customer relationship by
evaluating key factors including inter-firm information amomication, customer’s capability to implement its
contractual obligations, and customer’s opportunistic Wiet& In this way, firms can occupy a favorable fiosiin
managing their relationships with customers by eitHanmpng to replace the unwanted customers or urging the
unsatisfactory customers to make expected changesrdlyThiin practice, termination decisions are
contextually-embedded, and one important consideratiamasability and attractiveness of potential alternatived3 B2
firms should routinely evaluate revenues and costs iassdavith establishing and maintaining promising buyerd
keep in touch with them. In doing so, firms can, ondhe hand, improve their bargaining power by reducing's
dependence upon existing customers and, on the loéimel, minimize the economical and reputational lossem@ri
from ending present customer relationship by timelyatiitg cooperation with new customers.

In addition, research findings also provide the buiyers with insightful suggestions about supplier relatiopshi
management policies. In order to maintain long-term relskiip with the key suppliers, they should enhance the
supplier’s satisfaction with relationship value by impngvthe inter-firm communication quality, strictly fulfitig the
obligations stipulated in the contract and control oppistic behaviors. Besides, the buyer companies shadg k
close eye on alternative firms and predict the suppligigtionship termination intention level based on market

intelligence, so that firms could take timely actions iredhg suppliers dissolve relationship suddenly.

Limitations and future research directions:

There are some theoretical and methodological limitatiotisis study, which provide meaningful directions fotuire
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research. Firstly, other antecedents of terminationtiote@re not considered in our model. For examplthafduration

of business relationship is correlated with the accatiurl of experiential knowledge (enabling firms to make
better-informed assessments of customer behaviour),réfationship age will indirectly contribute to an intea to
terminate. Secondly, our survey is conducted only ansatigr firms. Future research can adopt matcheglsanof
buyer-seller dyads to improve the validities of measwand research findings. Thirdly, future study cau$ upon a
specific industry to better control the impact of industharacteristics and provide more relevant managerial

implications for B2B firms in that industry.
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Abstract

Determining the equilibrium exchange rate and fictbhat determine it, will contribute for takingtiams for increasing
economic growth. Improving the terms of trade tetudmcrease the welfare of the country, its dometgmand and prices of
non-traded goods, with real appreciation of the elstin currency (effect of welfare). According thessal exchange rate as a
monetary instrument, can detect the performancegxXport growth, increase in aggregate demandhigway increasing
economic growth. Developed countries where increpgi economic growth rely on exports growth, coblexample for
Macedonia that exchange rate is not only instrunfentmaintaining price stability. Exchange rateais instrument for
improving exports performances, increasing econanisvth as strengthening the stability of financgstem. The research
will examine the relationship between nominal difer exchange rate with other macroeconomic aggesgapplying the
ordinary least squares method. These estimatiofisuwderline the impact of exchange rate on ecowgogrowth in

Macedonia.

Key words: Exchange rate, economic growth, Macedonia, MLShodtstability.

1. Introduction

The impact of exchange rates on trade in a given countiry,Macedonia, example for small and
open economy, should be seen in the context of continued integra8apply chains. Exports generally
include high import content and impact of foreign currency-exchapgeeciation or depreciation on any
finished product because it is complex. If the depreciatioth®fexchange rate makes its exports of
finished products "cheaper", it makes imported components "expeif@r domestic producers.

Maintaining growth and reducing the unemployment in a small geh economy such as
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Macedonia depends from improved performance of exports. Impravingdrformance of exports can
also help to preserve macroeconomic stability by closingyaipein the current account to avoid wasting
supplies and to stop the growth of external debt. Improvingogeance requires improving export
competitiveness. In the short term, competition may bsee to the level of the real exchange rate,
which provides internal and external balance. The appreciatitre geal exchange rate with respect to
its equilibrium level reduces the incentives and the gwlitmanufacturers to compete in foreign markets,
since a significant part of production costs paid in localenay. In the long run, real exchange rates are
assumed to converge to its equilibrium level, and competitbgeisemore related to the productivity of
the economy.

The existence of the real exchange rate in Macedonia, ddeqis whose price in the country is a
low cost can be exported effectively and import products whose igrielatively higher in the country in
terms of abroad. In addition to the events and challermeMécedonia, membership in the EU can
improve the industrial situation in Macedonia only if the actaggly makes Macedonia location from
which foreign investors can serve EU markets if the domesdigstry, with aid of FDI, can take the
necessary changes to its output, an issue explored in gdesadrin the section of the industry. These
long-term structural shifts in employment and output, which lmaraccelerated through accession of
Macedonia to the EU, sectoral change can be an importardgr dvfv change in aggregate factor
productivity and income of workers in different sectors of the emgr(@oshkov and Bishev, 2015a)

Given the large gap in prices and income per capita betaeadonia and the EU, the price will
be accepting an important source of inflationary pressune also facing the existing price distortions in
the energy, municipal services, etc.. Before accessmme this later inflationary factor as driver for
access around the time when the effect of inflation on realecgemce is combined with the negative
short-term effects of EU accession on fiscal balandindainterest rates and so on. This will require
careful management of the exchange rate. That is, if treeddmian real growth accelerates, Macedonia
will be more attractive candidate for EU membership, &nill faces with intense pressures on the
exchange rate regime and macroeconomic policies.

2. Literature Review
This section presents several studies that use the wanabiinal effective exchange rate. Also,

here is provided an overview of methods used by these studi@e (Ja

able 1. Review of methods used in studies which analyze nioal effective exchange rate.

Studies Title Methods
Baxter, M., and Stockman, A. Business Cycles and th? Correlation analysis
Exchange Rate Regime:
(1989). Some International
Evidence

Bollerslev(1989) SUR, ARCH and GARCH

Modeling the coherence in
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short run nominal exchange
rates: A multivariate
generalized ARCH model

model

Flood,Rose(1992)

Fixing exchange rates :A
virtual quest for
fundamentals

Ordinary least squares
method

Oskooee(2001)

Nominal and real effective
exchange rates of middle
eastern countries and their
trade performance

Dickey-Fuller Unit Root
Tests, Engle-Granger
cointegration test and

Johansen cointegration test

Nominal effective exchange

VECM

rate and trade balance
adjustments in South east
Asia countries

Lai, Lowinger(2002)

On the trade impact of
nominal exchange rate
volatility

Poisson pseudo maximum

Tenreyro(2004) likelihood model

Nominal Exchange Rate VAR model
Neutrality: The Case of

Australia

HarbingerC, Albert
Wijeweera(2005)

3. Methodology

Building models with the presence of bilateral causalicglahip between two variables, is more
complex. The analysis uses the method of ordinary leaaresgjurhis method is used for estimation of
unknown parameters in the ordinary linear model. This method minirtheesum of squared vertical
distances between observed responses in the data set enangtvers provided by the linear
approximation. This method characterized estimated ratids aifea consistent when regressions are
exogenous and there is no perfect multicollinearity. Thethod can examined linear dependence
between phenomena and general model can have one dependent andhone independent variables.
Regressions with the method of least squares, produced higtistically significant parameters, but the
presence of autocorrelation question poses the question wiMi@mmodels are robust.(Bishev and

1 While in the presence of autocorrelation of estedaoefficients by the method of least squaresneimpartial, consistent
and asymptotic normally distributed, they are nuogler effective (Gujarati, 2003).
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Boshkov, 2015a).

4. Data

For analysis we use quarterly data which cover the period @98 the first quarter, to 2013,
first quarter. Data are for the Macedonian economy. Tirmessare: the nominal effective exchange rate
(neerf, observations for this variable are 1993q1 to 2013q1, or 81 observatimiali For real effective
exchange rafe we have 81 observation, further Macedonian gross domestic protiigtt ®iso has
quarterly observations from 1993 to 2013. Purchasing power basitincluded in the data but this
variable has 78 observations for the period 199491, first quar®13ql, first quarter. The interest rate
as a time series for the Macedonian economy is representbe bgte of borrowing, and the cover data
for it is from 1994q2 (second quarter) to 2013q1l (first quarteny twtal 77 observations. Exports and
imports account maximum number of observations, i.e. 81. Theodamonetary aggregates M2 and M4
are shorter series 2001 gl (first quarter) to 201391 (firsteparhe data for the index of inflation or the
consumer price index where 2005 = 100, all from 1993q1 to 2013 g1, aosgtvation in total. Data
were collected from the databases of the International tdon&und (IMF) and EconStats (Boshkov
and Bishev, 2015b).

5. Empirical Research and Results

For empirical analysis of the ratio of the nominal effectexchange rate with all other previously
mentioned variables in the model, we use quarterly datsldeedonia covering the period from 1993 to
the first quarter 2013, first quarter. All variables we putogarithmic form (logneer, logreer, loggdp,
logppp, logm2, logm4, logcpi, loginterestrate). This is done bectngs functional form of log-log can
examine the elasticity of variables. We agree thatficosits estimated with the method of least squares
can not consider statistically robust because MLS method haability to capture cointegrating ratio
variables between two or more variables (Bishev and Boshkov, 2015b).

2 The nominal effective exchange rate is unadjusteighted value of the currency of the country ® ¢arrencies of all
countries with which trade is usually expressedragdex, an index of the currency pool.

® The real effective exchange rate is the averagleotountry's currency to the index basket of othajor currencies
adjusted for inflation.

* PPP (Purchasing power parity) purchasing powetypara technique used to detect the relative e/alucurrencies which
calculates how big is the change that is needethéoexchange rate to be equal to the purchasiwgmparity of each
currency.

® Website for this quote: http://www.econstats.césfilorGSc_Mac2_Q.htm
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Table 1. MLS models with logarithm of the nominal effectiveexchange rate as a dependent

variable
L Breusch-G
LS regressions/dependent variable logneer t-statistics(of constant and Ramsey
independent variable) test odfrey LM
test
0.0003
1. lognegr=7.0770.5497logregr t-value ={8.71-3.1% 0.0000
2. logneer {= 5.091 -0.15083* logppp ¢ t-value = {13.77 -1.58} 06077 0.0000
0.0000
3. logneer; = 4.57 -0.17* logGDP t-value = { 63.19 -0.85} 0.0000
0.3258
4. logneer=3.2723+ 0.1200 logM2; t-value = { 23.92409.8070
0.0000
! 3.3364+ 0.1089 logMd; t-value = { 6220 2385}
ogheey = o. . (0] t-value = . .
5. fodned J 0.0000
. 0.0000
6. logneer5.11190.217logintergste t-value = {161.029 -19.63}
0.0000
7. logneer =3.28 + 0.188 * logimports ; t-value = { 20.757.83 0.0000
0.0000
| 3.21+ 0.214 ts t-val {1950 7.09} 0
ogneer = 3. . ogexpor -value = . :
8. logneey gexportg 0.0000
_ t-value = { 1369 249 }  0.0000
9. logneef = 3.82 + 0.35* logcpit 0.0000

Note: The null hypothesis in Ramsey RESET telsaidtie model hasnt rejected variables, whileri# hypothesis in
Breush-Godfrey test is that there is  no seriarelation.
From Table 1 we notice that all models suffer framtocorrelation in whose presence the coefficiardgs
still has the best linear unbiased coefficient (EB-BEST LINEAR UNBIASED ESTIMATOR), but they
are not efficient, which means they have a greatinee (standard error), although all coefficieatsl
the constant are statistically significant. Thectisnal form is the best model for the logarithmtioé
nominal effective exchange rate with the purchapioger parity and the monetary aggregate M2, which
is consisted of financial assets that are lessdithan the aggregate M1. The coefficients arerpnéed
in the usual way, for example, for M2, if the morsapply M2 (in Macedonia) grow by 1%, the nominal
effective exchange will grow 0.12% (Boshkov andhgig 2015c).

40
ISSN 2076-9202



International Journal of Information, Business dahagement, Vol. 10, No.1, 2018

ELITE HALL PUBLISHING HOUSE

Table 2. MLS models with logarithm of the nominal effectiveexchange rate as a independent

variable

LS regressions/dependent variable logneer

t-statistics(of constant and

independent variable)

Ramsey

test

Breusch-
Godfrey
LM test

1.

©

logreer;= 5.57-0.203" logneer; t- value

logppp; = 4.81-0.21* logneey ¢

logGDP = 4.57 -0.18* lognee

logM2 ;= 3.2723+ 0.1200 logneey

logM4 = 3.3364+ 0.1089 logne

loginteres trate; =5.12 - 0.217 * lognee
logimports ; =3.28 + 0.188 * logneer

logexports = -3.31 + 2.088* logneer;

logcpk = 1.03 + 0.2055 lognesgr

t

t

t

t

t

t

t

= {19.15 -3.15 }

- value= {8.00-1.58}

-value= { 63.19 -0.85}

-value = { 23.92 9.81 }

-value = { 62.290 23.85

-value = {161.029 -19.63 }

- value

- value

- value

= { 20.75 7.83}

={ 1950 7.99 }

= { 2.77 2.49}

0.0000

0.0000

0.9653

0.0000

0.0002

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

0.0000

Note: The null hypothesis in Ramsey RESET telsaigtie model hasnt rejected variables, whilertiné hypothesis in

Breush-Godfrey test is that there is  no seriarelation.

According Ramsey test, the best model is, wher¢atisics aret-

= {63.190.85

(Table 2). All models also suffer from serial céaten. The coefficients are almost all highly statally
significant, but statistically ineffective becausfethe presence of serial correlation. In the folltg two
tables we present the above functional forms bth differentiated variables (first difference) (Tedb 3

and 4).
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Table 3 MLS models with first difference of logarithm ofthe nominal effective exchange

rate as a dependent variable

Breusch-
t-statistics(of constant and Ramsey
LS regressions/dependent variable logneer . ) Godfrey
independent variable) test
LM test
1. Dlognegr= 0.01%10.847 Dlogreey vale = {022 7.38) 00000 0.0000
2. Diogneer = 0.0068 0.062 Diogppp
t-value = {11.79-0.74} 0.0067 0.9182
Dognegr -0.00290.0068600gG
3. gnee 9 D[F t-value = { -0.42 0.47} 0.8553 0.0000
4. Dlognegr=0.00390.004 DlogM% t-value = {276 -0.35 } 0.4548
0.2384
0.5282
5. Dognegr=0.0033 0.016 DogM4 {valte = {207 070} s
6. Dogneer 0.00.07200gintereste t-valve = {190 -432} 0.0246
0.1538
7. Dogneer=-0.00220.02 Dogimpot; t-value = {-0.37 -0.48} 0.0000
0.0003
8. Dlognee; = -0.0035 + 0.025* Dlogexports; t - value = { -0.50 0.48} 0.0000
0.8235
9. Dlogneef = 0.011-1.53* Dlogcpi; t-value = { 2.02 -8.53} 0.0000

0.0000

Note: The null hypothesis in Ramsey RESET telsaigtie model hasnt rejected variables, whilertiné hypothesis in

Breush-Godfrey test is that there is  no seriarelation.
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Table 4 MLS models with first difference of logarithm ofthe nominal effective exchange

rate as a independent variable

o Breusch-
_ _ t-statistics(of constantand ~ Ramsey
LS regressions/dependent variable logneer ) ) Godfrey
independent variable) test
LM test

Dlogreer, =-0.0035- 0.48* Dlogneeg
1. Dlogreet 9Nk | _value = {-0.887.38) oo 0.0246

2. Dogppp =-0.00230.11520ognegr  t-value= {-0.450.74} 0.1799 0.0316

t-value ={-0.39 047}
3. DlogGDR = -0.021+0.42* Diognesr 0.8864 0.1155
4. DlogM2; = 0.0248 0.64* Dlogneey t-value = {1.30-0.35} 0.2814 0.5973

5. DlogM4; =0.033+ 0.62% Diogneer  t-value = { 3.24 0.70} 0.2827 0.8024

t-value = {-1.33-4.32}

6. Dloginterestrate; = - 0.024 -2.78* Dlogneer 0.0000 0.1718
t-value = {1.33 -0.48}

7. Dlogimports = 0.024 -0.143* Dlogneer 0.0843 0.0002
t - value = {123 048}

8. Dlogexports = 0.019 + 0114 * Dlogeneer; 0.8494 0.4061

_ t-value = {3.51-8.53}
9. Dlogcpi; = 0.007 -0.315* Dlogneef 0.0000 0.0000

Note: The null hypothesis in Ramsey RESET telsaigtie model hasnt rejected variables, whileriné hypothesis in

Breush-Godfrey test is that there is no serial etation.

From the Table 3 it is notable that the functicimain in regressions with differentiated series is
much better than that when are in the lepelalue is much greater than zero and this meansttha
statistically significant. Also serial correlatieghof 9 models is not a problem unlike the two poesi
tables where the serial correlation was a problesnly of the models. Table 4 presents models \uih t
first difference of the nominal effective exchangse. With models, where the nominal effective
exchange rate is a dependent variable, in 6 of @sdhe functional form is good, which means medel
do not suffer from a bias to rejected variablesiabeorrelation is a problem according Breusch-féad
LM test when the first difference of logarithm dfet consumer price index is dependent variable and
when the growth of exports is dependent variablbeOequations according this test don't suffenifro
serial correlation. In the table 5 based on thaltesf the above equations we present the caestd of
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the nominal effective exchange rate with otheralads for which we have data (Boshkov and Bishev,
2015d).

Table 5. Models of causality in Macedonia based on the Methad Least Squares

Log-level First difference

Nominal effective exchange rate
(neer) and Real effective logneer, U logreer; * Dognequ Diogreey «

exchange rate (reer)

Nominal effective exchange rate
(neer) and Purchasing Power  logneey U logppR * DiognegrU Dlogppp

Parity (ppp)

Nominal effective exchange rate
(neer) and Gross Domestic lognear- loggdp Diognegr- Dioggdp
Product (GDP)

Nominal effective exchange rate
(neer) and M2 Monetary logneer U logM2; Dlogneer; - DlogM2 ¢
aggregate (2)

Nominal effective exchange rate
(neer) and 4 Monetary lognegrU logM4 « Dlogneey - DiogM4;
aggregate (4)

Nominal effective exchange rate
(neer) and interest rate (interest lognegt logintereatex Diogneey U Dlogintererate *
rate)

Nominal effective exchange rate

logneeJ logmports: Diognear- Diogimportg
(neer) and imports (imports)

Note: U show bilateral causal ratio,~ indicates lack of causality, ienotes statistical significance of the relatiopshetween the

variables of 10%.
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Table 5 (continued) Models of causality in Macedonia based dhe Method of Least Squares

Nominal effective exchange rate .
lognegiU logexports * Dlogneer Dlogexports

(neer) and exports(exports)

Nominal effective exchange rate

(neer) and Consumer price lognegiJ logepi « DlogneetJ Dlogcpi

index (CPI)

Note: U show bilateral causal ratio,~ indicates lack of causality, ienotes statistical significance of the relatiopghetween the

variables of 10%.

The previous tests of causality, we underline thatphasize that undermines confidence
autocorrelation disrupts the confidence in coedfits estimated by the Method of Least Squares, itven
can destroy. However, the purpose of the regressiath the Method of Least Squares is testing #tie r
of nominal effective exchange rate as a variabtl wiher variables in the model, and can be cordud
that there is causality (Boshkov and Bishev, 2015e)

6. Discussion

The main goal of National Bank of Republic of Mage@ is the maintenance of the price
stability. Regarding this, the National Bank is coitted to apply a strategy for maintaining stable
nominal exchange rate against the Euro. The roteeoexchange rate as a nominal anchor derives from
the characteristics of the domestic economy, asadl &nd open economy that is highly dependenten t
import of primary commodities (European Commissidd07). Also, Macedonian exchange rate can be
used as an instrument for export performanceseottiuntry.

Risks are present and persist also in 2016, wheh typical for 2013, 2014 and 2015. The main
characteristic for these past years is that Madadoas made apparent separation of the dynamics of
growth compared to that imposed by the growth @& tlountries that are our major trade partners.
Indicated by the arguments, real GDP growth for422@mhs 3.8%. This growth was due to investment
(public investment and FDI) and exports (increasgdorts and reduced trade deficit) .In 2014 the
unemployment rate decreased as a growth factoalar |productivity. Despite the complexity of the
period, 2014 can be defined as the year with fdleranonetary policy, especially with the trend of
slowing inflation mainly due to the negative coptition of the prices of food and fuel. During 2014,
monetary policy has maintained its flexibility erins of the current environment and in terms opkeg
the exchange rate stability and low inflation poess determined by factors on the supply sidehéurt
endorsed credit growth, mainly through the use oh-monetary measures and changes in other
instruments.

Although in terms of inherent risks and uncertastias the risk which stemming from internal
political developments, last year, 2015, the Mao@o economy registered solid macroeconomic
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performance. Maintaining economic growth was dusttoctural changes in the domestic economy, the
successful implementation of monetary policy. 28l® characterized by low inflation and stable ifpre
exchange market movements. Early this year shoaeuh for continuity of monetary policy by further
reducing deposit interest rates and creating condifor greater targeting of the available bardetsfor
lending the private sector. Growth of 3.7%, whichadddonian economy keep due to domestic
consumption and export, i.e. new companies withifpr capital in the country on the export side,ligub
infrastructure and the decline in the unemploynratg. Inflation in 2015 was negative by -0.3% duoe t
lower fuel prices, which determine the inflatiordaglobally. The deficit can not be regarded as t@ons
since last year is about 2% of GDP. The narrowinthe trade deficit in 2015 due to the contributh
new companies in the free zones, as well as pespnce effect on energy imports and remittances
remain relatively stable. Banking regulation is moyed in 2015 in accordance with the standards in
statistics, payment systems, information structumd introducing a system for managing operational
risks.

According to macroeconomic projections, 2016 iseetpd to end with solid macroeconomic
performance, although these expectations are gignify burdened by constant threats from exteanal
domestic environment. Monetary authorities are gdveeady to respond flexibly to all challenges in
order to accomplish the objectives of monetaryqgyoin terms of maintaining price stability and $éab
exchange rate, maintaining financial stability asupport macroeconomic stability in the domestic
economy.

7. Conclusion

In a situation where the competitive price is appiaie, further performance gains in exports may be
hampered by structural factors. The real exchaatgedepreciated steadily and Macedonian price isvel
low when it is compared to other countries withimincome. Although estimation of the equilibrium
real exchange rate are challenging, measuremeaots sfat the exchange rate is generally in line with
macroeconomic fundamentals. In contrast, direct paoimon of wages between countries suggests
problem with the cost competitiveness, while hegereity of data makes this comparison quite dilficu
Macedonian producers fail to maintain or increasér tshare in exports (Boshkov and Bishev, 2015f).
According to results, we conclude that the testemmihes confidence autocorrelation disrupts the
confidence in coefficients estimated by the Metbbd.east Squares, even it can destroy. However, the
purpose of the regressions with the Method of L&agiares is testing the ratio of nominal effective
exchange rate as a variable with other variablésanmodel, and can be concluded that there isatigus

The impact of exchange rates on trade in a colikyMacedonia, small and open economy, can be seen
in the context of continued integration of supphains

With support of the estimation we showed that snall and open economy such as Macedonia, using
real exchange rate as an instrument could be eeladi®e opportunity for growth of export performasice
increase aggregate demand and increasing econoowthghus speeding the convergence process to EU.
So, exchange rate can be seen not only as annratiufor maintaining price stability but also as an
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instrument that will contribute for economic stéilof Macedonia and strengthening the stabilitythed
financial system.
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Abstract

In the past few decades, Information and Commuicafechnologies have provided society with a vast
array of new communication capabilities. For exampkople can communicatergnl-timewith others
in different countries using technologies such iastant messagingvoice over IP YolP), and
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video-conferencingSocial networkingwebsites likeFacebookallow users from all over the world to
remain in contact and communicate on a regulasb&ST has more recently been used to describe the
convergence of several technologies and the usemimon transmission lines carrying very diverse dat
and communication types and formats. Modern infélonaand communication technologies have
created a "global village," in which people can cmmicate with others across the world as if theyewe
living next door. This paper highlights the chafles facing the adoption of e-learning and utilzatof

ICT infrastructure in Nigerian tertiary educatidh.also looks at the effect of e-learning in tawtia
education and the support offered by other ICTasthuctures to the activities of teaching, learrang
research.

Keywords:
Information And Communication Technology, Educaist®y Graduates, Skill Gaps, Entrepreneurship
Education, E-Learning, Higher Education Institution

1. Introduction

Information and Communication technology is fastpanding the highway of knowledge and
applications and also provides new ways of excmngiformation and transacting business. The world
is rapidly moving towards knowledge based econosiractures and information societies, which
comprises network of individuals, firms and couwssrilinked electronically in an interdependent and
interactive relationship. Advances in informatioxdacommunication technology are changing the global
economy. Knowledge is becoming increasingly impdrfar production. It is also changing the natufe o
markets and competition. With the dawn of an agenetivorked intelligence, the new information
technologies are changing the ways we work, leamth @ommunicate with each other. The radical
technological changes in information technology #&slécommunications have contributed towards a
more information and interaction intensive actestfor human-computer interaction. This trend wligch
expected to continue causes a whole new rangecail seconomic and technological considerations and
challenges, regarding the structure and contesb@ittal activities in this information age. Themises

of e-learning for transforming tertiary educatiomdathereby advancing the knowledge economy have
rested on three arguments. E-learning could expawdwiden access to tertiary education and training
improve the quality of education and reduce its.cbke paper evaluates these three promises weth th
sparse existing data and evidence and concludeshinaeality has not been to the promises sorfar i
terms of pedagogic innovations, while it has alyepibbably significantly improved the overall leang
(and teaching) experience. Reflecting on the wags would help develop e-learning further, it then
identifies a few challenges and highlights opencatlanal resource initiatives as an example of way
forward. The first section of the paper recalls savh the promises of e-learning; the second conspare
these promises and the real achievements to ddteumgests that e-learning could be at an eary efa

its innovation cycle; the third section highlighite challenges for a further and more radicallyouative
development of e-learning. Information and Commation Technology (ICT) has become a key tool in
acquiring, processing and disseminating knowledgéas become an imperative tool for measuring
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development of a nation in the2g¢entury. The revolutionary impact of ICT on alhspe of the society
has not spared the educational sector. Educatianprerequisite of today’s knowledge-based economy.
The production and use of new knowledge requiretbee educated population. ICT is playing a major
role in the acquisition and diffusion of knowledgkich are fundamental aspects of the educationegsoc
It is offering increasing possibilities of codifitan of knowledge about teaching and for innovation
teaching activities through being able to delivearhing cognitive activities anywhere at any time
(Larsen and Vincent Lancrin, 2005). The availapilif the Internet has given rise to an electronic
approach to the educational system called e-legwrninTertiary educational institutions have always
being at the forefront of new scientific discoverignd innovations brought about by the activities o
teaching, learning and research. E-learning is fineg® increasingly prominent in tertiary education.
E-learning being delivered on the platform of I@frastructure promise to widen access to educainch
improve quality of education at reduced cost.
Apart from electronic learning, ICT infrastructur@® being widely use to support teaching, learaimg
research activities in tertiary education. Suchrasiructures include personal computers, specihlize
software, handheld devices, interactive whiteboartlanet and visual library. Information Technagfog
(IT) is radically altering the balance of powerween institutions, government, and people by bsoadl|
disseminating important information. Power basgseddent on information virtually flows around the
globe without restriction. Information technologgshaltered the way many people do their jobs, asd h
changed the nature of work in industrialized nation

2. Conceptual Framework

The concepts, methods and applications involvd@ihare constantly evolving on an almost daily basi
The broadness of ICT covers any product that wikes retrieve, manipulate, transmit or receive
information electronically in a digital form, e.gersonal computers, digital television, email, tsbtCT
and Information Technology (IT) are similar coneephat can be used interchangeably. IT implies
communication and therefore it becomes obvioustti@two terms are synonymous. ICT is concerned
with the storage, retrieval, manipulation, transmis or receipt of digital data. Importantly, it adso
concerned with the way these different uses cark with each other in business.  For clarity, key
concepts of Information and Communication Technpl@@T), such as those relating to networks and
security:
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— Understand what hardware is, know about factasaffect computer performance and know about the
peripheral devices.
— Understand what software is and give example®oifmon applications software and operating system
software.
— Understand what Information and Communicationhfetogy (ICT) is and give examples of its
practical applications in everyday life.
— Understand health and safety and environmersiagssin relation to using computers.
—Recognise the important security issues assoamdtadising computers.
— Recognise the important legal issues in relaiooopyright and data protection associated withgus
computers.
Electronic Learning (E-learning) is an electronativery and administration of learning opporturstend
support via computer network and web-based tecggldkinyemi, et al, 2007). It covers a wide range
of systems, from students using e-mail to accessingse work on-line. E-learning can be of différen
types: Web-supplemented, Web-dependent and mixett f@ECD, 2005. Application and processes of
e-learning include web-bases learning, computeedbdsarning, virtual classroom, video-conferencing
and digital collaboration where contents are dedidevia the internet, intranet/extranet, audio/ioleo
tape, satellite TV, CD-Rom. E-learning createsl&ntered approach to learning by relaxing tand
space, it enrich learning content and enhance veidegss to information resources.

3. Literature Review

Despite the potentials of ICT to enhance the aatwiof teaching, learning and research, reponivedo
that the application of ICT in Nigerian tertiarystitutions is less than five percent (Guardian, 7200
Knowledge, innovation and Information and Commuiica Technologies (ICT) have had strong
repercussions on many economic sectors, e.g tharmafics and communication, finance, and
transportation sectors (Foray, 2004; Boyer 2002d)at¥bout education? The knowledge-based economy
sets a new scene for education and new challenggspemises for the education sector. Firstly,
education is a prerequisite of the knowledge-ba&sethomy: the production and use of new knowledge
both require a more (lifelong) educated populatmo workforce. Secondly, ICTs are a very powerful
tool for diffusing knowledge and information, a élamental aspect of the education process: in #meses
they can play a pedagogic role that could in ppleccomplement (or even compete with) the tradition
practices of the education sector. These are tbhehallenges for the education sector continuepaied
with the help (or under the pressure) of new forofislearning. Thirdly, ICTs sometimes induce
innovations in the ways of doing things for exampiavigation does not involve the same cognitive
processes since the Global Positioning System (GRS) invented (e.g Hutchins, 1995) scientific
research in many fields has also been revolutionizg the new possibilities offered by ICTs, from
digitization of information to new recording, simatibn and data processing possibilities (Atkins ahd
2003). Could ICTs similarly revolutionize educatideals directly with the codification and transnuss
of knowledge and information-two activities whicbvger has been decupled by the ICT revolution?
The following are some of the definitions of ICT:

a. ICT is the digital processing and utilisation oformation by the use of electronic computers. It
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comprises the storage, retrieval, conversion arsinission of information.

b. ICT is he acquisition, analysis, manipulation, atgr and distribution of information; and the
design and provision of equipment and softwarettiese purposegdeWatteville and Gilbert
2000)

C. ICT (information and communications technology —technologies) is an umbrella term that
includes any communication device or applicationcagnpassing: radio, television, cellular
phones, computer and network hardware and softwatellite systems and so on, as well as the
various services and applications associated Wimi such as videoconferencing and distance
learning. ICTs are often spoken of in a particalantext, such as ICTs in education, health care,
or libraries(Margaret Rouse 2005)

d. Information Communication and Technology (ICT) e tmodern handling of information by
electronic means which involves access to, stoodigprocessing, transportation or transfer and
delivery (Bell 2008)

€. it is acquisition, processing, storage and dissati@n of vocal, pictorial, textual and numerical
information by a micro-electronic based combinatioin computing and telecommunication

(Lucey 2008)

f. ICT (information and communications technologyisranch of engineering dealing with the use
of computers and telecommunications equipmentdie stetrieve, transmit and manipulate data.
(Daintith, John, ed. (2009)

g. ICT (information and communications technologyjhis study, design, development, application,
implementation, support or management of compuased information systems. The term is
commonly used as a synonym for computers and canmetworks, but it also encompasses
other information distribution technologies suchelsvision and telephong€handler, Daniel;
Munday, Rod, iaugust 2012)

h. Information and Communication Technology (ICT) Ilsetsynergy between computers and
communication devices and forms an important parthe modern worldOluwasanya A.T
(2015)

I. ICT is process of creating, modifying, storagensraission of information, in varied formats,
between humans and machines alike globally, useveral different electronic technologies, to
achieve an outcome be it recreational or otherwisduwasanya A.T(2015)

J. ICT refers to technologies that provide accessforination throughtelecommunicationsit is
similar to Information Technology(IT), but focuses primarily on communication teclugies.
This includes thénternet wireless networks, cell phones, and other comoatioin mediums.

K. Information and Communication Technology (ICT) meall the technology used to handle
telecommunications, broadcast media, intelligentidmg management systems, audiovisual
processing and transmission systems, and netwadalbeontrol and monitoring functions.

l. Information and Communication Technology (ICT) angrally accepted to indicate all devices,
networking componentapplications andystemsthat combined allow people and organizations
(i.e., businesses, nonprofit agencies, governmants criminal enterprises) to interact in the
digital world. Information and communication teclogy.

m. (ICT) is an extended term fémformation and Communication TechnoloZT) which stresses
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the role ofunified communicationsICT is also theconvergenceof audio-visual andelephone
networks with computer networkghrough a single cabling or link system. There kEnge
economic incentives (huge cost savings due to editian of the telephone network) to merge the
telephone network with the computer network systesimg a single unified system of cabling,
signal distribution and management.

N. Information and Communication Technolof€T) means the processing and distribution o dat
using computer hardware and software, telecommtionsg and digital electronics.

All the definitions share a similar notion thatfarmation has to be generated and shared. They also

assert that, such information must be digital ectbnic. The definitions generally do not resticT
and IT to only computers, they mention telecommaimns equipment (mobile phones, printers,
scanners etc) as well.

The practice of management has been greatly affemtel aspiring managers must be fluent in new
management trends and techniques in order to sdlicb&#ermation Technology comprises computing
and telecommunications technologies. It is the mgrgpf the two technologies, especially their
organizational and management aspects, that héshoning IT for organizational use (Woherem, .99
and 1993; Frenzel, 1996). In the 1970s and 198@sfdcus is shifting quickly to telecommunications.
Now, when commentators and the information supérhgy, of which telecommunications is a primary
enabling technology.In recent times, researcherking with firm-level data have found significant
contributions from IT toward productivity (Lichtealy 1995: Brynjolfson 1993: Bresnahan 1999:
Brynjolfson and Hitt 1995; 1996; 1998; Barua et1&91 and Harris and Katz, 1991). Baua et al (1,991)
Steiner and Teixeira (1991) Strassmam (1995), &titi Brynjolfson (1996) and Renkema (2000) all
argued that although IT investment have increasedugtivity, it has not resulted in normal business
profitability rather there were some evidencesmal or negative impact on profitability. The focak
ICT is on telecommunication and computerizationogy12005) it implies the convergence of computing
and communication (Telecommunication) technologiaed its uses or application for global internet,
Extranet World Wide Web (WWW), Visual reality cylpace-the New Digital Mentality and culture
(Uwaje, 2007). Information Communication and Tedbgg comprises the physical devices and software
that link (connect) various computer hardware comemts and transfer data from one physical locdabon
another (Laudon 2008). Connectivity has facilitatieel use of electronic delivery financial transawti
The education sector has so far been characteliyethther slow progress in terms of innovation
development which impact on teaching activitiesudadion research and development does not play a
strong role as a factor of enabling the direct pobidn of systematic knowledge which translates int
“programmes that works” in the classroom or lgetiall (OECD 2003). As a matter of fact, educatson
not a field that lends itself easily to experiméiota partly because experimental approaches inagoiun

are often impossible to describe in precisely ehotaybe sure that they are really being replicated
(Nelson, 2000). There is little codified knowledgethe realm of education and only weak developed
mechanisms whereby communities of faculty colledyivcan capture and benefit from the discoveries
made by their colleagues. Moreover, learning typicdepends on other learning inputs than those
received in the class or formal education prochsssuccess of learning depends on many social and
family aspects that are actually beyond the comtrelducators.
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Information:"Information” means many things to mapgople, depending on the context.
Scientifically, information is processed data. fiation can also be loosely defined as that which
aids decision making. Information, though abstractlld also be visualized as a commodity,
which could be bought or sold. Other writers hagéreéd information as: Any potentially useful
fact, quantity or value that can be expressed @tyqwith exactness. Information is whatever is
capable of causing a human mind to change its @piabout the current state of the real world
(deWatteville and Gilbert 2000)

CommunicationsCommunication refers to the transfer or exchangafofmation from person to
person or from one place to another. When actiadyres a reaction, whether positive or
negative, communication has taken place. Otherergritn the field of communication studies
have defined communication as a process: a traosfeformation, ideas, thoughts and messages.
It involves a sender, a receiver, a code and, gukage that is understood by both the sender and
the receiver.

It is also a process involving the passing of mgassdhrough the use of symbols which all parties in
the communication encounter understand. It invothesexchange of ideas, facts, opinions, attitudes
and beliefs between people. It is not a one-wagiraffhere must be a sender to transmit the message
and receiver to make appropriate decisions on hewest of the exchange should continue. (James,
et al., 2004)
Technology: Technology refers to the use of sdierknowledge to invent tools that assist human
beings in their efforts to overcome environmeni@tdrds and impediments to comfort. In this
regard, technology refers to the things like thenpoter, telephone, cell phone, GSM handsets,

television, radio, etc.

Educational Gains of Information and Communication Technology

The convergence of telecommunications and compugnobnologies has profoundly changed the way
people acquire and share information. The expoalegtowth of the Internet and other networks has
altered the way we are educated, how we conducbusiness, how we enjoy our leisure time, and how
we obtain our health care. It is the proliferatmminformation technology throughout the societgtth
makes the digital information age so significanheTintegration of information technology (IT) into
teaching, learning and research is a significartt gfaboth the opportunity and the challenge thghér
education faces in the information age. These rlltand technological changes provide us with
opportunities to create environments where intaligc capacity, information and knowledge bases,
methodologies and other valuables are made awailablearners anywhere, anytime. Clearly IT is an
important tool in creating access to a learningrenment that encourages interaction and collabmrat
and supports a student’s ability to explore indiabpaths of learning.
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However, these new opportunities do not come wittsignificant challenges. IT will change teaching
and learning profoundly. Information Technology )(ITepresents a fundamental change in basic
technology of teaching and learning.

Economic Gains of Information and Communication Technology

It is clear that the primary driver of the infornoet age transformation is the integration of histally
disparate concepts and approaches into an intexdetsvironment that offers more value than the sim
its parts. Traditional distinctions and boundariestechnologies-access to information, demand for
services, organizational structures and processespassed. Everything is becoming structurally
integrated into networks that exchange informatemd services among individuals, groups, or
institutions on a real-time basis. Obviously, thésehnical and cultural changes are affecting how
successful organizations compete in this dynanyicetlanging period. Institution must provide their
students, employees and entire organization weretivironment, experiences and skills for sucaess i
transformed economy and culture. This presentsjarrohallenge in view of the positive empowerment
of youths in our society for progressive transfaiora IT training, planning and management have
moved from independent tactical activities to esakpart of an organization’s strategic processes.
fact; in the information age, IT system and sewwiaee often seen as the factor that distinguishesess
from failure in an intensely competitive market qda Information Technology will increasingly
determine the pace of economic growth and the lel/eBLman welfare. The prerequisite for the crematio
of an information-based economy is the existenceamfefficient telecommunication structure and
technologies. Hence the need for research and eewant in electronic technologies.

Importance of Information and Communication Technology

a. Information and Communications Technology (ICT) laasimportant role in the world since we
are now in the information age era. With ICT, tt@mpany can make the business easier to
happen with the client, supplier and the distributo

b. It is also very important in our daily lives. Thack of appropriate information at the right time
will result in low productivity, low quality reseeln works, and waste of time to pursue
information and even to do research which actuatlyers had done or in other countries.
Nowadays ICT cannot be separated with our dailylsiee

c. ICT has a great impact in our daily lives. For eplenwe can read our local newspaper using the
online newspaper. Another example is we still cah @pnnected with our family, relatives, or
colleagues even if we are abroad by using therel@ctmail, yahoo messenger, call conference,
or video conference.

d. Digital computer and networking has changed oumesty concept to the economy with no
boundary in time and space because of ICT. It branfpt of advantages for economic
development enabling millions of transactions tpden in an easy and fast way.

e. ICT is one of the economic development pillars &ngnational competitive advantage. It can
improve the quality of human life because it carubed as a learning and education media, the
mass communication media in promoting and campaigpractical and important issues, such as

the health and social area.
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f. ICT has become an integral part of everyday lifenfany people. It increases its importance in
people’s lives and it is expected that this trefiloentinue, to the extent that ICT literacy will
become a functional requirement for people’s wedgial, and personal lives.

g. The use of ICT in education add value in teachimd)laarning, by enhancing the effectiveness of
learning, or by adding a dimension to learning thas$ not previously
available. ICT may also be a significant motivasibfactor in students’ learning, and can support
students’ engagement with collaborative learning.

h. Information and Communications Technology (ICThasically our society’s efforts to teach its
current and emerging citizens valuable knowledgesills around computing and
communications devices, software that operates,thpplications that run on them and systems
that are built with them.

I. ICT has an impact on nearly every aspect of oesliv from working to socializing, learning to
playing. The digital age has transformed the wayngppeople communicate, network, seek help,
access information and learn. We must recognizeythang people are now an online population
and access is through a variety of means suchmaguters, TV and mobile phones.

J-  Educational technology and e- learning is taugluriout of the classroom since educational
technology is used by learners and educators ireepsthools, businesses, and other settings.

k. Ease of product purchases. You may also decidayt@bods available in Nigerian markets
without going to the market. All you need do is mak order through any of the popular online
stores like Jumia, Konga, Jiji, Dealdey, etc. Aag pn delivery.

Challenges Facing Ict Utilization In Nigerieiigher Education Institutions
The challenges facing the adequate utilization @F n Nigerian tertiary education can be broadly
grouped into four, these are: Inadequate Infrastrac Inadequate Skilled Manpower, Resistance to
Change and Inadequate Funding.
* Inadequate Infrastructure

Tertiary institutions in Nigeria lack adequate I@ifrastructure to effectively tap into the oppoities
offered by the cyberspace. Personal computers) @€svailable in most Nigerian tertiary instituns,

but they are not readily accessible to studentaussc of the low computer (PC): student ratio wiisch
averagely put at about 1 to 40. In most casesb#sic software needed for practical works are not
available and where they are available, they ateocessible because of the low ratio. There  this
lack of CAl and other specialized software to supgmme areas of teaching learning and research.
Internet connectivity is available in most tertiamgtitutions in Nigeria, but in most cases thedvaidth
subscribed to (which determine speed of accedspismall to support any meaningful academic agtivi
during peak period. Some institutions have subsdrito Virtual Library sites whereby members can
access electronic academic materials such as jsurna

* Inadequate Skilled Manpower
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Inadequate ICT technical personnel is a major prokbih Nigerian tertiary education. The reason lidg t
can be ascribed to the lucrative job opportunisiesilable to ICT professionals outside the academic
The situation has made institutions rely on commémrivate ventures to provide support for the few
ICT facilities available. The support offered ismost cases are commercial and lack academic d¢onten
As a way out of this challenge, some universitike Bells University of Technology, University of
Nigeria and NamdiAzikwe University are in partnepsivith private organizations like AFRIHUB for
ICT technical manpower development.

* Resistance to Change

There is the concern of faculty members not willingake the ‘soft’ approach to teaching and laayni
Rather, they stick to the traditional hard “apprba Report from OECD (2005) gave reasons while
faculties resist e-learning. That e-learning demeient, with its standardization aspects, might lacirtb
some extent with the professional culture of acaddrased on autonomy and reward system often based
on research. Concern about intellectual propegiytsiand shared rights between faculty, institgtiand
technologies.

e Funding

This is the major challenge confronting the acdiisi and utilization of ICT in Nigerian tertiary
education. Most institutions solely rely on theioprietor for funding and the bulk of such fund gde
servicing the overhead cost. Since no clear sudilnbusiness model has yet emerged for commercial
provision of e-learning, and failures have beenamarmerous than success, (OECD, 2005), institutions
are not willing to invest the little fund availakiethem on e-learning project.
4. Conclusreenarks and Recommendations
This paper discovered that the encouraging effee-learning on the overall learning experienca is
quantum leap in the accurate of e-learning, thaudjas not significantly transformed the learningla
the teaching processes. Worldwide, the use of tméition and Communication Technology is changing
the face of teaching, learning and research. Nigeeducational system cannot afford to take th& bac
seat. Nigerian tertiary education need to fullyizéi ICT resources to make education widely avélab
and accessible at reduced cost. The informationpaggents us with profound opportunities, numerous
benefits, daunting challenges, but frightening icaust Current approach to planning, provision asé u
of information technology must change in orderdgspond effectively to the changes that are ocayrrin
The strategic integration of information and tedbgg is fundamental and pertinent to meet the
challenges of privacy, secrecy, security and cgb®tism in the digital information age. In orderttead
towards these advances innovation cycles, a sablaiitnnovation and investment model will have ¢o b
developed.
While a first challenge will be technical, this Wéllso require a broad willingness of tertiary eatian
institutions to search for new combinations of inplfaculty, facilities and technology and new \wapf
organizing their teaching activities. The followirecommendations are valid:
a. there is the urgent need for infrastructuralragg and funding of research work. Institutions
should exploit alternative source of funding’s f&T infrastructure development. Some of these
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sources are:

Collaboration with private organizations for proeis of infrastructure and manpower
development

Collaboration on the use of private organizatio@3 linfrastructures for training of staff and
students and for research purposes

Harnessing the opportunities offer by ICT for comom purposes.

b. Tertiary institutions should begin to adopt tise of open sources software, which are available
for free

C. Encourage the development of in house softwar€AIl and LMS

d. There is the need for tertiary institutions imgétia to recruit a broader range of staff to
complement ICT academic staff, such as technologistructional designers and learning
scientists.

e. Collaboration among institutions. This will enba sharing of knowledge, technology and

personnel. It will also improve the quality of datda and promote good practices.
With the present situation of tertiary educatiomNigeria, where institutions are yet to fully cotoeterm
with the reality of e-learning potentials, and ttiere is no clearly defined sustainability modesapport
it, there is a case for continued government anddencies support for ICT acquisition and util@ain
the following areas:

Encouraging the dissemination of good practicessitmulate innovation, avoid wasteful
duplication of efforts, and scale up successfukexpents.

Encouraging appropriate staff development, in otde@nsure progress at institutional level.
Supporting research and development on learningctbpnd other promising innovations such as
open educational resources or the use of visuallatran tools, and ensuring their relevance to
staff and students.

Promoting collaboration between ICT providers anstitutions, and supporting public-private
partnerships, in order to keep costs at reasotaize
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A CRITICAL ANALYSIS OF SUSTAINABLE RURAL FINANCE: T HE

CASE OF MKOKHA VILLAGE IN MATOBO, ZIMBABWE
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Abstract

The study examines sustainability of rural finaseevices in Mkhoka village of Matobo North distriot
Bulawayo South, Zimbabwe. Guided by the microfirmarigangle, it investigated sustainability of
financial institutions, financial services, regolgt framework, processes, economic activities and
infrastructure among other things. A sample fromaficial services providers and Mkhoka villagers
provided data for the study. Questionnaires, paisoterviews and observations were employed ds too
for data collection. Phenomenology, positivism anterpretivism were married with a descriptive
analytical approach. Results reveal that thereisustainability in the provision of financial sees in
Mkhoka village owing to multi-dimensional constraiiaced by both financial institutions and custmsne
These include inter-alia, poor roads, high opegatiosts, lack of electricity, inadequate water lfies
due to continuous drought, very few economic aotisj high default rates, high interest ratesngént
loan terms and tight repayment schedules. The ghuolyose interventions that foster sustainability i
rural finance in the village as comprising engagenueé all stakeholders in a coordinated approach to
address the highlighted constraints. Empirical erpees of other countries were also used to draw
important lessons that can be experimented wigmsuring sustainability of rural finance in Mkhoka.

Keywords:

rural finance, sustainability, micro-finance, finaal services, enabling environment

INTRODUCTION

Rural finance (RF) entails financial intermediatim@yond town centres (International Bank for
Reconstruction and Development, 2003). Rural conitiesrare highly underserved. The extent to which
they lack financial services vary from total finelexclusion to partial exclusion. Traditionalfgrmal
financial institutions - like rural or agriculturalevelopment banks- have avoided or failed to offer
sustainable services in rural areas, (ILO, 20127 RIB07).

According to Nagarajan and Meyer (2005), the scolpRF services is eclectic. RF not only services
small enterprises in rural areas, but also theeentilue chain of agricultural production and nan
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needs. Financial advances can help insure farmupepccover veterinary costs finance, infrastrudtura
development, pay for educational expenses, contrhour for planting and harvesting; transport good
to markets; make and or receive payments, pay daltth costs or deal with emergencies among other
things.

Provision of financial services to rural areas $thawt be short-lived but should be for a life tince
enable rural residents to maintain their welfat€@ GOTRI, 2006; Schreiner, 2000; Hollis and Sweetman
1998; Christel et al, 1995; Krahnen and Schmidd41®dam et al, 1984). Von Pischke (1998) suggested
that better functioning in financial markets redrdim sustainability in financial services provisiarhich

in turn improve economic welfare of rural citizens.

Various empirical studies on Zimbabwe (Mbira, 20Mgjattha, 2016; Toindepi, 2015; Muzari, 2013;
Tarugarira, 2013; Mago, 2013; Mishi, 2012; Chikoknd Mangwendedza, 2012) looked at different
aspects of general microfinance without narrowirgyvid to rural finance in particular. This study
particularly adds value by looking at sustainablé iR Zimbabwe. It provides important empirical
evidence on sustainable rural finance in Mkokhiagé. It also provides an alternative way of asegss
sustainability using qualitative criteria wheredintial service providers do not keep proper rectivds
can be used for calculating operational self-sigficy and financial self-sufficiency.

REVIEW OF RELATED LITERATURE

This study considered 3 theoretical underpinnirgyaely the institutionalist theory, social welfanedry
and financial inclusion. The first holds that aseiment of financial sustainability is but the oalyenue
through which financial institutions can offer ciownied support to the poor, most of which resideunal
areas. The second view holds that social investiorsors and the government should back up opegation
of microfinance institutions that serve the poarstainability of related financial services is &ss& on
the basis of the level of advancement of social-bihg of recipients. Financial sustainability thie
service provider based on profitability is not resaey, (Brau, 2004).

The importance of institutional sustainability wstsessed in a number of empirical studies, (Chikaza
2015; Millson, 2013; Tammy, 2012; Conning, 2009;rtdeska and Nadolnyak, 2007). A financial
institution qualifies as sustainable if it is albe mobilize its own resources, cover its own castd
maintain its monetary value under inflation. Sushility constitutes of three main components: 1)
operational self-sufficiency — also called viapilit measures the degree to which operationalnmecoan
cover costs, 2) financial self-sufficiency — measuthe degree of operational costs coverage and the
value of an institution’s resources conserved aft@ounting for subsidies and inflationary effeatsl 3)
self-reliance — measures the ability of an MFI tohitize its own internal financial resources thus
avoiding dependency on government and donor funolirgn commercial loans.
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Other researchers contend for a mixture of the @&pproaches arguing that) that combining financial
sustainability together with social responsibilitgn benefit both the poor and the MFIs. MFIs that
comprehend their purpose of serving the poor fiagswof making their operations self- sufficientaas
alternative to seeking donor and government supfrahalad, 2005; Copestake et al., 2002). Abitity
cover costs and profitability become a prerequisiteuch MFI.

Turning to the last theoretical basis, Rajan andgdles (2003) and Reserve bank of India (2005)
suggested that financial inclusion is a way of gatgeing availability of a complete range of rdgab

low cost and standard banking products to all peapla country. This has to be done in a noble and
expedient manner avoiding discriminatory practiagainst any sections of the society on the basis of
level of income or economic means. This is becdasking services are public goods in nature, hence

non-discrimination should be a priority goal of palpolicy (Chikoko and Mangwendeza, 2012; Reserve
Bank of India 2005).

Nagarajan and Meyer (2005) provided a link betwaestainable economic activities and sustainable RF.
They asserted that developing economies are ust@ifyonted by a shortage of formal RF, this thenef
affect viability of economic activities in ruraleas hence increasing poverty levels.

Conceptual framework

Sustainable

cconomic
achvibies

Physical
infrastructure

Sustainable

infrastructure etk

inlrastruciure
Sustainable RF Sustainable
. financanl
mstitutions

Legal system

Figure 1: Conceptual Framework for the study ‘

The researcher conceptualised that sustainableeR&nds on sustainable economic activities, susti@na
infrastructure and sustainable financial institodio For sustainable rural finance, a number ofgthin
should be sustainable; institutions, economic dEs/and infrastructure. Infrastructure was diddeto
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physical, network and legal infrastructure. Thisludes support services like training and advamces
technology, Llanto and Badiola, 2011; Zeller andy®te 2002).

METHODOLOGY

The study adopted exploratory and conclusive rebedesigns. The conclusive research design mixes
both causal and descriptive research, (Singer ariétyvV2003). The first design was used to probe
features of a research problem, options availabladlving it and any other important issues tlhaisd

be taken into account. Descriptive research helpgive an account of the state of RF and the ehgdéls
that both rural clients and providers of finana@tvices have to overcome for sustainable rurahfie. It
also allowed for a mixture of both quantitative apdlitative methods.

In a bid to avoid philosophical monism, this resbarused both positivist, interpretivist and
phenomenological approaches. Firstly, interprativisas instrumental in understanding qualitativeadat
for instance, barriers to sustainable provisio®RBfin Mkokha village. Secondly, the positivist apgch

was used to collect and analyse quantitative dateahaencompassed loan amounts received by customers
in Mkokha village and percentage of income sperdiiarent uses. Lastly, phenomenology studieed
experiences of the people in Mkokha village andg¢haf financial service providers for the village.

In line with the chosen designs, the researchat gaestionnaires, interviews and observations leato
data. A mixture of closed and open ended questi@ne personally administered on Mkokha villagers by
the researcher. Semi-structured interviews weredwcted with financial institutions’ representatives
while preliminary interviews were done with thelage secretary and head to get a general pictuieeof
economic activities in the area and the provisibRB. The researcher went around the area witrgssin
some of the economic projects and challenges ligted for the village. This provided complimentary
information, some of which respondents were not foaiable disclosing, thus eliminating room for
pretence.

Support for mixed methods came from a number of enodesearchers including Cameroon (2011),
Tashakkori and Teddlie (2010), Creswell, (2010) @mivuegbuzie and Turner (2007), who advocate for
a mixed research paradigm. Their studies revedl riba even one research philosophy consistently
outperform other philosophies, hence researchggest a blend of beliefs so as to enhance excellehc
research findings.

Primary data was gathered from the study univesssttuting all financial institutions that provideral
financial services in Mkokha village and 160 howddb, using a sample size of 54 participants. 3
participants are NGOs (World Vision, ORAP and RedsS), 1 bank, (Agribank), 1 MNO, (Econet), and
the RBZ while the rest 48 are households. The sasipé was chosen on the basis of representatsjenes
time and cost limitations. A mixture of purposiveonvenience and simple random sampling was
considered ideal in order to minimise the negaiimpacts of one technique on research findings.
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Secondary data came from a variety of literaturéhersubject.

Quantitative data was presented and analysed dsisgriptive and inferential statistics. For quéiia
data analysis, the researcher chose narrativeraiodlcanalysis.

Measures of sustainability

Popular measures of sustainability like the openati self sufficiency (OSS) and the financial self
sufficiency (FSS) could not be used in this studgause of inaccessibility of data. Local initiagvead
incomplete records for the period under study apadrtafrom that; merry-go-rounds also had some
temporary periods of inactivity. NGOs also had owéegrants for which the next provision is not
predictable but depends on availability of dononds and would require approval. Alternatively,
qualitative measures and profitability was usedasgess sustainability i.e. the ability to covertsos
Sources of funds were also investigated to finthstitutions’ sources of capital are sustainablee T
gualitative assessment was based on the naturesuidss i.e. whether it is a going concern or not,
consistency in service provision and the natuiiefodstructure in Mkokha village.

RESULTS ANALYSIS AND INTERPRETATION

Sustainability of financial institutions

Service providers and services provided

Empirical finding show that 11 service providersyade both financial and non-financial services, 18
service providers concentrate on financial servicey while the last group of 3 service provideifeo
non-financial services only.

Financial services which promote financial sustaility were found to be developmental loans by
World Vision for supporting agriculture and commatactivities as opposed to agricultural vouchers
where recipients have no responsibility of repayim8aoch funds are used with care. Apart from the
core services, support services were cited asarftor sustainability. The NGOs trained a tota9bf
members since 2009 in different areas includingstiock breeding, gardening and bookkeeping issues.
In terms of food aid, all household have benefftech food aid given by the Red Cross. This finding
confirms findings by other authors like Seibel (@PWho contended that there is a need to broaden
financial services through the use of non-finans@&bices if sustainability is to be fostered.

Consistency in service provision and sustainability

The 48 respondents (100%) indicated that all atistitutions providing financial services in Mkokha
village are not reliable except their local initvais. This confirms findings by Vakantesh and Kala
(2011), and Baland et al (2008) that Self-Help-@(SHGs) are the ideal financial institutions for
rural people by the people. Hence this case igpeaotliar to Mkokha village only but is a common
feature in many countries especially India and &himat have seen growing numbers of SHGs as
opposed to other financial institutions. The leselnreliability that exists for microfinance praers
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inhibit sustainability in RF. Villagers’ economiegkelopment is set back by such behaviour.

Some institutions made promises and required netsd® organise themselves into groups and
disappeared thereafter. These include AgribankReud Cross. Once, they were promised of a well
which was never constructed. Currently, the wonmoperative dug and are deepening a traditional
well, known asumthombo.

This reinforces evidence from Meyer (2002) who adhthat once off grants or loans is not what the
poor need. They require services that benefit theer a long period. Their economic wellbeing is
worsened by short term financial services, (Navajasd., 2000).

The solution suggested to this is to provide actteBsancial services reliably by working together
partnerships.

Distribution channels, outreach, related problems and solibns

Interview responses from RF providers show thateaah is shallow except for local SHGs. World
Vision and ORAP’s reasons for poor outreach are pmad networks to Mkokha, poor infrastructure,
lack of water in the area and long distance frontdda centre where most of the facilities can be
obtained. These NGOs also indicated that theiriighd usually directed. Donors specify numbers of
intended beneficiaries in the implementation pleme final implementation should be in line with the
intended outreach.

Findings suggest that problems may be overcom&iDBlwork together starting from infrastructural
development and capacity development. This willuemghat financial services will spread out and
deep into all marginalised areas by avoiding dagilbmn of effort and will also guarantee timely
intervention that ensures that by the terminatibon@ programme by one NGO, the other NGO will
also be coming in. NGOs suggested that this coatidin can be facilitated by their umbrella body
National Association of Non-Governmental Organdagi (NANGO).

Agribank complained about loan default as one rd@oouragement to expansion of outreach. It also
complained of viability problems of economic adi®s in the area which are the cause of high defaul
By doing this, they mean that the poor are unbaekahich contradicts findings by Khawari (2004)
who said that poverty is an opportunity for agriatgé development banks to make profit by offering
tailor-made financial services. The contradictest@nable agricultural banks are Thailand’s Bamk fo
Agriculture and Agricultural Cooperatives (BAAC) caMlongolia’s Agricultural Bank. In addition,
Agribank seemed to partly blame AREX for the fewrapplications submitted and political forces
also influence how much of the funds should bectie towards the area.
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Table 1: Agribank and its outreach

Year 2009 2010 2011 2012
Maximum loan amount $200 $400 $500 $1000
Number of borrowers 15 21 30 30

||||||||||||||||||||||

Figures in Table 1 are for the number of borrowersGulathi area which is made up of Nyumbane,
Gwangwazile and Mkokha. Exact figures for Mkokhdyorould not be obtained. This shows how
limited the coverage was. If economic activitiesha village are sustainable and political influein
avoided, then, Mkokha can be a sustainable busomsstunity for the bank.

Econet’s outreach in the whole country totals aldodtmillion registered users. Econet indicated tha
the problem which limits its outreach in Mkokhdask of EcoCash merchants or agents in the area.
The other problem that it faces is poor networkeczage as a result of lack of a base station in M&ok
village. This can be overcome by installing baséi@ts in the area and setting up agents in thegeil

Outreach is also considerable for burial sociattssistent with empirical evidence from Uganda, Von
Pische (2003). Every household is a member of ongooe burial societies. Every burial society has a
minimum of 10 households. With merry-go-roundsyeath is a bit low because most of them have an
average of four members who contribute monthly Whneans that each member will get a share of the
savings once after every four months. The otheltarige is that every member first have to be pfart o
a burial society before they can join merry-go-msairDue to persistent drought, less and less member
each year are able to maintain their membershimenry-go-rounds as shown by the decline in
percentage change in outreach in the table belatlh Membership of burial societies, contributions
are made per household and the membership ha®bédke increase from 2009 until every household
could save for burial cover. No further change barregistered in outreach as every household has
come on board. The results are shown in Table 2.

Table 2: SHGs and their outreach

Year 2009 2010 2011 2012

total members  (merry-gp400 600 520 320

rounds)

Percentage change in outreach 50% -20% -38%
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total households (buriall 121 159 160 160
societies)
Percentage change in outreach 31% 1% 0%

Partnerships

Financial service providers work in partnershipsywaver, these are not functional in Mkokha. They
are established for serving other areas of Matadidaa. If all possible linkages are taken advaetaf,
then financial sustainability can be better achddweall stakeholders of the partnership as obsoye
Nagarajan and Meyer (2005) in a cross country stiicyutreach and sustainability.

The RBZ indicated that its duty is to coordinatévéiies of different financial institutions likeamks,
MFIs, NGOs, local savings groups and insurance eomeg to unlock their potential for sustainable
financial inclusion in rural areas. Efforts are anglay to make sure that all marginalised areas are
covered including Mkokha village as embodied inagional Financial Inclusion Framework.

Importance of sustainability to microfinance institutionsand to households

Sustainability requires that a financial institutimakes profit to cover its operational costs. Faguor
Mkokha only were not obtained so the researchet tdel profit figures for both Econet and Agribank
Total profit figures for Agribank are given in Tal8 below. Therefore, from the operating lossegsho
Agribank has not achieved financial sustainabiflitythe 6 years, except in 2011 when it made atprof
of $0.3 m.

Table 3: Total profit figures for Agribank.

Year 2009 2010 2011 2012 2013 2014 2015
Agribank -$6.7m -$8.1m $0.3m -$5.6m $9.3m  $9.1 $5.9m
Econet $165,7m| $139.9m  $119.41%70.2m| $40.2m

The figures obtained for Econet are for the holdiagpany not for the EcoCash subsidiary. However,
results from the interviews show that significansiness comes from EcoCash. EcoCash was formed
in 2011. The financial information considered istlee financial years ending February 2012 to 2016.
The profit figures are $165 741 088, $139 938 209 397 000, $70 207 607 and $40 200 266. The
profitability of the institution is declining. Nexteless, this evidence show that Econet in siedbéen
since it cover its costs.
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The three NGOs indicated that financial sustaiitgbig not much of a concern to them because if
donors donate funds, they worry much about theas@esponsibility. NGOs should benefit more
people hence outreach should be broad and deee\owmstitutional and financial sustainabilityais
result of the value attached to the organisatigrthéir donors. If they use funds as intended, theg

are guaranteed of continued support. They couldormtide financial statements but only indicated
that above 90% of their donor funds go towards edpere. Nevertheless, they are mandated to ensure
that projects they fund are sustainable througlacapbuilding.

The SHGs did not have proper records that coulaske for calculating financial sustainability ratio
Households in Mkokha indicated that sustainabditipurial societies is a prerequisite. This wilkare
timely funeral cover in times of bereavement. Farmprgo-rounds and businesses sustainability is
critical for development and survival since theaaigeseriously affected by drought and they hawe fo
shortages almost every year. NGOs and the governimienvene but sometimes it will be too late.
Financial sustainability will therefore ensure tthay cover their costs and expand the scale ahéss.
Business sustainability is a basis for qualificafiar loan access. This confirmation from the stisdp

line with empirical findings from South Africa amther countries, (Kasenge, 2011).

Responses made to questions on viability of businpsrations, sources of funds and other relevant
information was used to deduce the level of finasiistainability for the microfinance institutiotos
come up with Figure 2. Agribank and merry-go-rounese found to be low on both financial viability
and outreach. NGOs and Econet were found to bedmgtustainability but low on outreach. Finally
burial societies were found to be high on outrdaghow on sustainability.
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Figure 2: Financial sustainability rankings

Sustainability of infrastructure and support services

Infrastructure is not sustainable owing to a numifechallenges which include: absence of constdicte
roads leading to lack of transport facilities, lamkboosters causing poor network coverage and poor
communication, lack of physical bank structuresklef title deeds for land, lack of electricity f#ges,

lack of sufficient water facilities and lack of dignks.

Technological and process innovations

Results revealed that in other rural areas, Agkhese technology to tag cattle that are pledgexbateral

for loans. They remain the property of Agribank floe loan period until the last instalment is paifiter
which the tag will be removed. The bank also hasobile banking application. These two innovations
have not yet been rolled out to Mkokha village ifista potential way of serving the village.

Econet services have benefited local SHGs throwugivenience of making contributions via EcoCash
without concerns about distance which were preWousavoidable as contributions were traditionally
made under a tree. Econet has discovered a newdnran its EcoCash facility which allows EcoCash
users to use their cellphones as virtual debitscartiey can swipe cellphones on a POS device @ on
credit card terminal and pay for goods and servyizesided by EcoCash merchants if the customers hav
money in their wallets. The customers will sign aramant copy of the transaction printed from the
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EcoCash terminal for record keeping. Econet plafte every store in the country, including raraas,
installed with an "EcoCash Terminal". The ternmsnalll not be sold to participating stores and rhards
but will be leased to them.

EcoCash merchants can easily transfer money fremBgoCash wallet to their bank account withoet th
need to visit a bank. The bank account is alsossdde from the EcoCash wallet. Money can be wiinair

from a bank account through an EcoCash wallet wativell. EcoCash merchants are also able to transact
with other merchants as well as paying their staféries.

EcoCash agents in rural areas now are being inegbiato accepting payment for groceries using BEstC
Econet is considering this for Mkokha district oftceanages to create partnerships.

World Vision, and ORAP and Red Cross use technadllogiyhelps them to manage information. They have
special software for database management. An exaisife recently launched Rural WASH Information
and Management System (RWIMS) developed by Intdfdale Business Intelligence for the National
Coordination of Water and Sanitation Health (WAS$If)grammes.

The RBZ representative suggested that even thakeuwtitechnological modernization can leveragenen t
platforms provided by Econet and create a win-wimasion for both of them.

Despite that, SHGs feel that they can be bettiiey have their own technological equipment. Thdly s
insist on loans and donor aid. This supports figslihy Llanto and Badiola (2011) who also suggest th
donors and the government should bear the tastowifding funds for procurement of robust informatio
technology (IT) systems such as Loan Performerp@pCreditEase, Loan Manager and Microfinance
Tracking System which have inbuilt controls andazaty to produce management reports for private RF
providers, NGOs and government related institutions

Response on training received

A majority of the households in Mkokha village &r@ned at least once a year if they are not mesnber
of merry-go-rounds. Members of merry-go-rounds cmhgelf-training sessions regularly to benefit
from the savings that they contribute. They norndth that every month when they meet to make
contributions. The government and some non-goventasherganisations come to train the villagers.
Figures are given in Table 4 below.

This picture portrayed here by local financial iatives is the outcome desired by NGOs that
individuals be able to educate each other and isuitair economic activities through informed

business conduct. Training through local initiasivensures that everyone will buy-in. People will
support the ideas they advocate for and sustaiteisi@esses can be promoted that way.
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Table 4: Training history.

Name of trainer Subject Frequency since 2009
World Vision Conservative farming Once a year
Red Cross Drought resistant crop farmin( 3 times per year

livestock production, bookkeepin

financial management

Government Youth empowerment and proj¢ 3 times per year

management

Own group training | Financial management and survi 12 times per year

strategies

Sustainability of rural finance services

Sources of funds and sustainability

80% households indicated that they rely on projecobme, 40% on sale of livestock, 10% on
remittances from within the country and abroadudlgfoEcoCash and 5% on salaries. The sources of
funds are not exclusive. No respondent cited I@na source of funding mainly because they are
spontaneous and only a few have benefited fronslogathe past. Therefore they cannot rely on them
as a source of funding. All households get fumdsifmore than one source. On other sources, 15% of
the households acknowledged that they benefit tonor input funding.

A considerable portion of those who rely on projéehds are gardeners whose projects are
discontinued for a while until the rains are baekojects are not big enough to provide means of
livelihood through the dry spell. Hence resideritd&okha village go for some time without money.
The evidence provided above that 50% of the incgemerating activities are declining in performance
show that this form of funding is not sustainatl8estainability is about having access to financial
services in every time of need not seasonally.

On the other hand, the sources of funds for theigeos of financial services are mainly donor funds
Interview responses from the three NGOs that toak m the study show that donor funding is
generally sustainable. However, Red Cross addddftha NGO is not performing as expected by
donors, they withdraw their funding. This is thaliénge they confessed to have encountered in 2009
when DANIDA and EU withdrew aid from the organisatiover allegations of corruption. Econet’s
profits had been the source of funding for the E=¥Cdivision. It was said that 80% of profits from
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Econet go to EcoCash. The sources of funds for Bslb@re sustainable. Agribank’s sources of funds
are not sustainable since the government is singyy) fund it and the bank has been making bsse
and is due for privatisation.

Uses of funds and sustainability

On uses of funds, summarised responses are tabutal@ble 5. From the table, the houses that are
better off spend 50% on basics and the other 50%pnsad between big and small assets. As the
percentage income spent on basics increase, derimiome levels force households to spare ittt a
little towards assets. At 100%, 15 worse off hoos#shspend all their funds on basics and can afford
nothing else other than that.

Table 5: Percentage usage of income by villagers.

Item Percentage

description 10 |20 |30 | 40 | 50| 60| 70| 80| 90 100

Basics 12 5 1 3 4 15

Small assets 4 3 3 4 10

Big assets 4 2

Big assets are the ones that are usually usefydrémtuction purposes and allow people to undertake
projects on a large scale. Without assets, progaeiaot be sustainable.

One suggested solutions is to equip people witleldpmental assets through engaging donor and
NGO support for households with potential. This megke their small projects viable and sustainable.
As long as sustainable economic activities areetireian area, then financial services will defilyite
follow such development as advocated by the Agkban

Details on preferred loans terms and amounts

Respondents gave details of loan amounts and leanst preferred for different purposes. The
researcher grouped the purposes into consumptionirarestment. An average loan term was
calculated and shown in Figure 3 below.
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LOAN LOAN PURPOSE OF
TERM AMOUNT FUNDS
> years $1001-
$5000 ( %\f‘encalci:’lnl?nnf ]r\if)'\c large W
Lk investment loans

)

3 years

$501-
$1000

[ Small investment loans }

1.5 years

<$500
[ Consumption loans ]

Figure 3: Villagers loan requirements

From the Figure 3, the loan amounts and the tertineoloan are reasonable as they are not far finem t
terms that Agribank allows. Possibly, the clientsmpleted the questionnaires considering what
Agribank has for them.

Loan collateral and sustainability

Responses on the type of collateral assets thgtebple of Mkokha can pledge when applying for
loans give the results shown in Table 6.

Table 6: Loan collateral distribution.

Type of collateral Number of households
Livestock 9
Farm machinery (water pump, plough) 7
Farm produce/inventory 38
Buildings (barns, etc.) 5
Land 15
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From Table 6 above, the most common form of caottdtibat villagers are willing to part with is thei
produce. The challenge of accepting produce liegoor harvest which may be short of the loan
amount due to drought in the area. Those preparedllateralise livestock are only 9 households Th
reason may be that there are very few livestockBerarea mainly because of the drought that claim
lives of animals every year owing to water shorsagethe area. So they are not ready to risk the fe
cattle they have. 15 households are prepared tly@land as collateral. However, the challenge with
people in Mkokha is that they have no title deamisahd. Land can therefore not be accepted by
financial institutions. Only five households (12.p&be prepared to pledge their buildings. The neaso
may be that the majority have poor traditional lesuthat are difficult to sell. Also noteworthy et
only a few individuals can pledge farm equipmere fTeason may be that most people do not have the
equipment as evidenced by the practice of zeraggllby many households (as observed by the
researcher as she toured the area). From the tiongahighlighted, the different forms of collatera
cannot be relied on for sustainable credit.

Solutions include experimenting with group loansthe area in support of the RBZ financial inclusio
stance. The Red Cross and Econet are not worrdt abllateral since they are not into lending.yhe
only provide school fees and money transfer sesvice¢he village.

Impact of financial services and other financial substitute on household welfare

Research evidence on how welfare changed as hddsej@ned admission to RF and support services
produced the following results. 55% of househahdcated that they can now afford basic necessities
another 35% indicated that they are now able todoogll assets over and above basic necessities and
10% can now afford big assets over and above basdsmall assets. Those who can now afford
basics are beneficiaries of indirect financial 88 through food aid and a few of them are marmgagin
with the returns from farming inputs that were reed from donors. Those who afford small assets are
beneficiaries of merry-go rounds that are popuwakitchen top-ups and purchase of blankets.

Some interventions by NGO-MFIs came in form of @ment support. Those who were given
equipment found it easy to boost business perfocmanterms of profitability. This made it easy for
them to cover other large expenditure items whiehpaoductive and long term in nature. One such
individual got a water pump from ORAP and is realbing well. His garden depends on the pump he
received from ORAP shown in Figure 4.
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Figure 4: Beneficiary of a water pump form ORAP andhis diesel powered water pump

This form of impact is the one noted by RHVP (20@Hen they claimed that the KI-RMFP project
resulted in improved asset accumulation, betteltthead quality housing.

Financial service that villagers lack

From the consumers’ side, they lack sufficient itriaatilities. All households require different &g of
loan products. Demand is high for agricultural ®dollowed by commercial loans and it is least for
consumer loans. This result agrees with empirigadesnce from India which posits that the poor in
rural areas are usually financially excluded, GYR@i0). Financial institutions perceive that \gias
need school fees, technologically related sendeebscrop insurance. Similarly, other countries have
complimented loan products with savings products$ iasurance products according to (Pagura and
Kirsten, 2006). However, Makki (2002) warned agapr®blems that are also inherent in agriculture
insurance calling for innovative solutions to swesfally integrate it with other financial services.

Sustainability of economic activities

Economic activities in Mkokha village and relationip to sustainability

The activities are ranked in order of significastarting with the main activities in the area. Faene
applies to the challenges and the solutions.
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descending order)
Gardening
Poultry feeding
Sculpting
Livestock breeding
Farming

Challenges on
implementation of projects

Drought

Poor infrastructure to support
projects (poor roads, lack of
electricity, poor network
coverage, lack of transport
facilities, lack of sufficient
water facilities, lack of dip

Prioritise infrastructural development
(boreholes, dams, roads, dip tanks)

Engaging donors and NGOs to fund projects
and infrastructural development

Lobby for rural-based microcredit firms
Establish saving groups

Negotiate for cheaper and affordable
services through representative groups

Negotiate for better output prices LTS, etc?
. . Lack of funding
Lobby for licenses to sell produce in town 5 . -
Strengthen networking skills through regular oor mar et conditions
meetings and training sessions Diseases j

/

Figure 5: Economic activities, challenges and solains for Mkokha village

Evidence of some of the economic challenges obddryyehe researcher is shown below.

Figure 6: A garden in Mkokha village.

The farmer is showing the researcher some of bigscr
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Figure 7: Rock outcrops in, Mkokha village

Outcrops make farming less viable

18/07//2015°

Figure 8: Livestock food and water challenges
Livestock starve during dry seasons and people tdfieulties finding water for sustenance.

Response on the status of household economic adtes since 2009

Of all the economic activities in Mkokha villagenlp 10.4% have registered positive growth since
2009 as shown in Table 7. The improving projectsthe only ones whose owners can receive funds
from relatives abroad and in towns.

Table 7: Status of household activities since 2009

Declining 24 50
Constant 19 39.6
Increasing 5 10.4

Economically active household members
Figure 9 shows the different estimates of percenfagily members who are economically active in
Mkokha village for each of the 48 households. Tigares were used to come up with the scatter plot.
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Figure 9: Scatter plot showing percentage of econdoally active family members

On the graph, the numbers 1-40 have been usedsailgito number the first up to the 4@esponse. They
are used in place of names of respondents. OngeeB2.5% family members of the 48 households that
participated in the study are economically actiVhis is a good picture for microcredit providers. |
indicates potential for better performance by dieim Mkokha village. However, providers indicated
concern with economically active members of theetgavho do not want to work when given resources t
improve their welfare.

Factors that limit access to RF

95% of households indicated that they do not tiimsincial institutions and they are discouraged by
long distances. These findings substantiate théway, among others, long distance and lack of
confidence in the financial sector exacerbatesnfir@d exclusion, (Arora, 2009). The researcher
observed that there is not a single financial serprovider who is based in the area let alonesabas
centre. The nearest business centre is in Gwantpwaltage where there are only 3 small shops, 1
butchery and a bottle store. Formal financial sswiproviders come and go. This shows how far the
village lags behind in terms of development.

The people of Mkokha want the regulatory authaigtgnsure that they have legal title to land st tha
they can use it as collateral. They want a cleacguture on how to proceed if providers of financial
services fail them. They want to know how they eagage the relevant authorities.

Agribank complained that at some point in the phstgovernment would compel it to lend to farmers
despite any challenges they may face and in thenabsof insurance. So this partly accounts fore®ss
it recorded.
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SHGs in Mkhokha still have outstanding challengdsctv need attention. These have to do with
supervision, good governance and regulation. ®egjfiation for SHGs was noted to be ineffective,
owing to lack of regulatory capacity for ensurirmyrgliance and authority to dissolve non-performing
establishments.

Political interference has been seen in the digioh of aid and in the selection of members whose
applications will be submitted to Agribank throutje ministry of agriculture. Transparency is lagkin
on how individuals can win political favour and lkatheir applications considered.

The rising minimum capital requirements presenhallenge to banks like Agribank which end up
having no funds for lending to rural areas aseksdunds to boost its capital base.

Positive developments

The Reserve Bank of Zimbabwe welcomed mobile moaeya significant move towards better
financial inclusion. It committed itself to assimi MNOs in whatever ways possible to promote
innovations in mobile money transactions. The RB& mvited Econet to hold open discussions to
facilitate smooth mobile transactions. The RBZ vimgkwith the POTRAZ is set to improve
transparency, promote fair competition and prigfgnobile money transfer services to reduce costs
and increase availability.

All of the NGOs indicated their commitment to irdtauctural development RF is to be made
sustainable in the area. NGOs also feel that mork& should be done in terms of construction of svell
and boreholes. ORAP and Red Cross have plans uagdonthis. The RBZ said the government is
also working with the RDCs to ensure infrastrudtdevelopment in other regions and hoped that soon
Mkokha will benefit from that arrangement. The R8&o echoed the need to approach REA so as to
ensure electricity coverage in Matobo districtekdtture from Llanto and Badiola (2011) support such
initiatives.

Econet said it has started working with chiefs iatbbo district for the erection of base stationd an
soon it will come to Mkokha and the village willlieagood network coverage.

The government is working on addressing the liquidhallenges that Agribank is facing by ceding
part of the ownership of the bank to private ingest This is supposed to provide sufficient furals t
meet minimum regulatory capital for the bank withdifficulty.

Recommendations
The RBZ should promote an environment free fronitipel interference to ensure that rural financial
markets form and function properly.
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The government should the people in Mkokha halettitland. Any other regulatory gaps should be
filled in to ensure that people can use their 6@ collateral substitutes. Security in transastiill
be enhanced if rights to land and other movabletasse honoured.

Local SHGs are encouraged to deposit money for theial societies in EcoCash wallet account to
avoid risks they may face by keeping money at hdaeecash can help SHGs to make their regular
contributions without the need to travel and méet @@mmon place.

Through their own representatives, people in ram@as are recommended to arrange for their
additional training through youth groups, churcbugs and cooperatives to sharing knowledge and
experiences through workshops and conferencesvtiall training of trainers workshops, participants
drawn from different rural districts can go backldrain other community members.

It is recommended that RF providers experiment wiilar units to charge agents’ notebooks and or
introduce electronic which facilitate cashless seantions as was done in China and Bolivia, (ILO,
2012). This will help to address the problem oklaf electricity in Mkokha village and other rural
areas.

Donors and the government are recommended to @rduitts for procurement of robust information
technology (IT) systems such as Loan Performebh@&pCreditEase, Loan Manager and Microfinance
Tracking System which have inbuilt controls andazagy to produce management reports as suggested
by Llanto and Badiola (2011).

The researcher challenge MFIs as ideal tools feepy alleviation to experiment with providing
services to such rural areas and hence accompéghgoal as some MFIs have done well in countries
like Kenya.

CONCLUSION

The study investigated the state of RF in Mkokhd awveals diverse challenges that preclude
sustainability of RF in Mkokha village. These cbkaljes affect economic activities of people in the
village and render them ineligible as target bexegfies by service providers. They affect infrastive;
both physical and network. Profit making finandiastitutions shy away from the village amidst
history of default on previously extended loanlfdes. Sustainability appears a far-fetched dréam
Mkokha village. NGOs and Econet were found to heskiieved institutional sustainability in terms of
profitability and sources of funds while AgribankdaSHGs are yet to. SHGs operate on a very small
scale and do not offer a wide range of financialises except burial services and saving services.
Econet serves the village from a distance ancertes are sometimes unavailable owing to network
challenges. NGOs do not offer sustainable RF bec#usy depend on donor fund which come
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spontaneously. However, partnerships, infrastrattutevelopment, technological developments
combined with an enabling environment may make lfasnable in the village though it requires a lot
of commitment, coordination and resources. In @olditsustainability is only achievable in the long
run, in agreement with Welford’s (1994) assertion.

The results of the study reinforce empirical resledindings that most rural areas are financiakgleded
or underserved with sustainable financial inclusimty possible when stakeholders come into working
partnerships.
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Abstract
Purpose of the Study Therefore, current research work strives to dgvel reliable and valid BOP
consumer-centric marketing- mix for the non-esseioti Non-core food items.

Design/methodology/approach This research paper reviews the existing margetmix elements of
western food market (Product, Price, Place and Btiom). A survey of six hundred households was
conducted in six selected slum areas of Delhi. 8lingrbased on the exploratory factor analysis iegjst
elements of marketing-mix were refined for the atiaéfood items.

Findings: The resultant marketing-mix comprised of four dnsiens named as Expected Product,
Convenience, Price Insensitive and Non-Social Ssurc

Practical implications: For managers, this research suggests a set délmas for designing an
efficient marketing-mix for non- core food items gconsumer-sensitive manner. Other managerial
implication of study are-
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Implementing a need-based marketing- mix.
Efficient positioning of their product through efteze marketing-mix
Reaching the ‘Fortune at the BOP’ while answetirggneeds of BOP consumers

Social Implications: Recommendations will lead to inculcating a longgédten market in mainstream,
economy and improving the standard of their liMaygproviding significant choices.

Originality Value : This paper makes an original contribution in dii@n of revival of existing western
marketing-mix based on the BOP consumer survey.

Research limitation. The food items consumed by BOP market is furgivenged into two categories-
Core and Non-core Food items. This study is limieednderstanding the purchase behavior for nore co
or non-essential food items. This study was coratlirt six densely populated urban slum areas diiDel

Keywords-Bottom of the Pyramid (BOP) or subsistence marketl Fortune at the BOP, Non- Core
Food Items, 4P Marketing- Mix, Urban BOP Consuraad Exploratory Factor Analysis (EFA).

Introduction

BOP proposition, coined by Prahalad (2002a), asskat ‘MNCs by selling to the poor consumer will
not only eradicate poverty but will bring profit tartune for firms as well’. This proposition sugted

that there exists untapped purchasing power ourierat BOP, by serving this segment, it may noy onl
lead to profits or gains for the firms but will alsncrease the welfare of poor consumers. The BOP
proposition had not so easy acceptance as it dgatk many traditional and economic tenets of the
western world. However, this proclaimed fortundB&P elicited many companies’ interest. At the onset
of the twenty-first century, many firms entered B@Rrket. Most of the initial attempts failed,
consequently, the proclaimed fortune was questi@meticompanies revised their BOP market estimates
downward (Karnani, 2007a; Martinez and Carbon@Q7). One of the prominent BOP skeptics, Karnani
(2007a), argued that BOP market valuation was stienated and considered as biggest source of losses
Further, flawed entering strategies adopted by aiark were also held accountable for massive &ilur
was notable that all the firms entered this mavkiét the westernized products at lower price tasbat
consumers. This generalized marketing approachalesethe lack of understanding of BOP market
segment. These failures paralyzed replication cftera marketing model in completely different marke
setting at BOP and asserted on the developmentooinded marketing model based on the in-depth
understanding of this segment. Thus, understan&@§ market was daunting task ahead for the
marketers.

Even though there were surge of research (PralsadddHart, 2002a; Prahalad, 2004; World Resource
Institute, 2007; Guesalaga et al., 2008; Karnadil02 Rangan et al., 2011) suggesting increasextiatte

to the BOP concept (Esposito et al. 2014), buttsid BOP concept remained at infancy stage. Mbst o
the initial research revolved around advocacy ofisg BOP market. The major research gaps include
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absence of definition/size of the BOP market, ilschasing power, economic interest for the marketer
buying behaviour at BOP, appropriate methodologyeirving BOP, organizations that can serve the BOP
market best.
It became imperative to extend the discussion disistence marketplaces beyond the advocacy for
increased market engagement. It was felt that corepavere ill-equipped to serve the poorest conssime
So it was necessary for the marketers to underd® consumers and their peculiar needs; thereby
formulate an appropriate marketing-mix. Howeverevipus decade witnessed more research in
direction of understanding needs of BOP or subststeonsumers (Purvez, 2003; D'Andrea et al., 2006;
Viswanathan et al., 2008; Chikweche & Fletcher, @0Chikweche et al., 2012) and influence of
marketing strategies on BOP consumers’ buying aeti€hikweche & Fletcher, 2012; Jaiswal & Gupta,
2015).
Researchers in BOP segment employed qualitativestigation design based on the in-depth interview;
ethnographic observations and case study methadaniderstanding consumption behaviors of BOP
consumers. There is a lack of focus on using cuzive data (Esposito et al., 2014), which is a big
research gap to be addressed. Since, there is dhdjuantitative data oriented studies, seeking
deliberation, current research focuses on quanttaesearch and strives to develop a reliablevatid
BOP consumer-centric marketing- mix for the noreesial food items.
This research study reviews the existing marketmg-elements of western food market (Product,&ric
Place, and Promotion). Thereby, based on the mtphy factor analysis existing elements of 4Ps
marketing-mix was refined for the non- core foams.

Review of literature and Theoretical Framework
This section reviews existing literature availatsteBOP proposition and market, food market at BG® a
existing marketing-mix strategies in the contextoafd market.

Urban subsistence marketplace

There are different views on empirically definirigetsubsistence marketplace. Various scholars have
tried to define and classify this market (Banegee Duflo, 2006; Hammond, Kramer et al, 2007; Hart,
2002; Prahalad, 2005, Viswanathan et al., 2008}.fobr main classifications are the World Bank glob
income classification modified by Rangan, Quelchakt(2007), the Hart (2002) classification, the
Hammond, Kramer et al (2007) classification andwéisathan et al classification (2010).

Emergence of BOP concept brought various critite the picture insisting on specific criteria for
defining BOP consumers. However, researchers wheider BOP market comprising of consumer with
latent needs (Gupta et al., 2015; Vishwanathan.eR@10) stressed on use of socio-economic based
definition. Thus, keeping the socio-economic readit(Sharma & Nasreen, 2017) in mind subsistence
marketplace, for the current research, can be elbfas-

1. Subsistence market place consists of Household eamm@sgthan Rs. 8000 per month (Gupta et al. 2015 and
Vishwanathan et al., 2010).

2. Live in rural villages or urban slums and shantytowns
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3. Lack of water supply, sanitation services, electjcind basic health care, no access to formal finageraices
(World Resources Institute, 2007).

4. There exists one-to-one interaction between small neighbotocebwners and local consumers, strong social
relationship (Viswanathan, 2007).

5. The BOP consumers’ mainly satisfy basic needs such as fater, whelter.

6. Limited or no access to formal educations.

7. Difficult to reach via conventional distribution, credit, and coamications and offered with low quality and

guantity of products and services.

Food market at world’'s BOP

According to WRI report (2007), major categories which BOP consumers spend their income are
(Figure 1) — Food (58%), Energy (9%), Housing (7%ansportation (4%), Health (3%), ICT (1%) and
Water (1%). Thus, BOP segment spends a substgatiabf their meagre income on food consumption.
On the basis of available data, total BOP housefumd market (36 countries) in Africa, Asia, Easter
Europe, and Latin American and the Caribbean hassimated worth of $2.89 trillion. When segregated
on the basis of region, food market share of A&faca, Latin America and Eastern Europe stood%68
80%, 51% and 50% respectively. Asian BOP food ntaiskéargest with a concentration of 1.49 billion
people representing worth of $1.1 trillion. Furthersults of this report, suggested that as incarses
household spending on food declines.

Estimated BOP market by sector
5 trillion

E ICT = TRANSPORTATION
- HEALTH

OTHER
- WATER

=—

ENERGY

FOOD

Figure 1: Major categories of income allocation at BOP (SourcaVRI 2007)

In India, National Sample Survey Office (NSSO) aactd nationwide quinquennial surveys on Monthly
Per capita Consumer Expenditure (MPCE). Average EIRE entire India in 2011-12 was estimated at
approximately Rs.1430 in rural India and Rs.263@rpan India. The poorest 5% of India’s rural and
urban population had an average MPCE of Rs.521Rmd00 respectively. The top 5% of the rural
population, ranked by MPCE, had an average MPCEsct481 — about 8.6 times that of the bottom 5%.
The top 5% of the urban population had an avera@C® of Rs. 10,280.This highlights an extreme
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disparity in consumption spending across varioastile classésin India.

Almost the same situation prevails in Delhi wherelverage MPCE was estimated at approximately
Rs2762.11in rural Delhi and Rs. 3298.47 in urbathD&he poorest 5% of Delhi’s rural and urban
population had an average MPCE of Rs. 1071.42 an@/R.05 respectively. The top 5% of the rural and
urban population, ranked by MPCE, had an averagEM&f Rs. 6577.31 and Rs.11323.77 respectively.
This shows the disparity between bottom and topd%PCE is more severe in urban parts of Delhi
than rural.

Consumption expenditure on food items constitu@% %f average MPCE in rural India in comparison
to 42% food consumption expenditure by urban hoolsish The share of food shrunk over the 18-year
period since 1993-94 from 63.2% to 48.6% (a deadin@bout 23%) in the rural sector and from 54.9% t
38.5% (a decline of nearly 30%) in the urban secwer the 7-year period since 2004-05, the shire o
food has fallen by about 12% in rural India and w@b@% in urban India. Most food groups have
suffered a decline in share over the 18-year pefiibé decline is steepest for cereals, the shanih

has halved for rural India and shrunk by 48% iraarindia.

According to the 68 round of NSSO survey, Delhi accounts for 39% ef tital MPCE on food items
amounting an average MPCE of Rs 1461.54. Sincg poochase dominates the consumption spending
of BOP segment, therefore, the current researdy $acuses on the food market.

Marketing-Mix for food retailing
Marketing-mix is a conceptual framework which g@idiee principal decisions, managers make in asgorti
their offerings to suit consumers’ need$ie marketing mix paradigm has dominated marketiwogght,
research and practice (Gronroos, 1994) since rteagion. Marketing scholars identify marketing-mix as
controllable parameter that firms use to influemomsumer buying process (Kotler, 2010). Since, the
current study involves food retailing thus literatuelates to marketing-mix in food and retailindgeach
element of the marketing- mix is reviewed in conbteikfood purchase behaviour so as to determine the
adequacy of the current state of marketing-mix &awork and the modifications required to accommodate
BOP consumer’s needs.
Product
Although the BOP segment spends more than 60%aifiteome on food items still they end up buying
poor quality goods at higher prices (Weidner et2810; Viswanathan et al., 2010; Chikweche & Fietc
2010). There is an urgent need to modify the westerdel of product offering on the basis of locadds
and requirements of the BOP segment (Prahalad argd 2002; Mahajan and Banga, 2005;Vishwanath et
al., 2008; Chickweche et al., 2010). Small packagese found to be more affordable and thereby
proliferate choices available to BOP consumershieal & Hammond, 2002; Crabtree 2007). These small
sachets increase consumption and allow consumeastty switch product with negligible switchingsto
(Prahalad & Hammond, 2002According to D’Andrea et al. (2004), BOP consumesg brand as a
symbol of quality of the product. BOP consumers\a®y brand conscious (Prahlad, 2004).a study

® MPCE fractile classes of population are “0-5%", “5-10940-20%", etc. Estimates of population characteristicséen

generated separately for population in different fimclasses in order to portray the variation of suchagttaristics with
variation in MPCE
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conducted by Viswanathan et al. (2010) in Southalndpparent quality found to be second important
influencer on BOP purchas€air measuremenfound to be most the important influence on puseha
decision at BOP (Vishwanath et. al, 2010). Chickveeand Fletcher (2009), mentioned thatatailability

of new or alternative productgad important influence on product purchase atistance marketplace. The
marketers should consider tdegree of essentialitgnd potential added value to the consumers whilst
development of product offerings to the BOP segn{@ftikweche & Fletcher, 2012). Since current
research study relates to food retailing thus lessilde aforesaid elements, items found in reléde@ture
were also inculcated such agutrition and Health Benefit{Spink and Bose 2002; Banerjee and Dufloo,
2007; Karnani 2009, Davidson 2009, Nevin & Suzai(@Q Taste (Spinks and Bose, 2002), Ease of
preparation (Spinks and Bose, 2002), Food labeGafiety marks (Akbay & Jones, 2005).

Price

Food pricing is an essential factor that shapewithehl choice (French, 2003). Conventional wisdom
indicates that high retail price which reflects iguiate monetary costs are likely to hinder consumer
purchase behavior while a low price or competifiviee leads to an increase in store traffic andlycd
sales (Pan & Zinkhan, 2006). BOP consumers are gensitive as their basic concern is to satisdy th
physiological need in best possible way (Chattopagl& Laborie, 2005). The company targeting BOP
can rely on technology breakthrough to reduce €@astmpany can further adopt flexibility in paymemt b
local retailers and microcredit agencies therelsyieng credit to consumers.

Place

Physical accessibility to the product is hindergdateak supporting infrastructure such as poor gmra
facilities, telecommunications and transport, matkes distribution channels that firms use both &ng
and more expensive (Nwanko, 2000; Fay and Morri2®6) and weak distribution infrastructure. To
enhance the interaction between consumer and botts formal and informal distribution channels are
used. The informal distribution channels are ofteked to the social network in communities and gnan
times controlled by Govt. (Mahajan and Banga, 2008drmal distribution channel emerged here formal
structured marketing systems are complementedrlmyg-exist with, informal systems to serve a simila
set of needs (Nkamnebe, 2006).This informal digtidim system is common in BOP market where there
are weak infrastructure and lack of capital lintite development of formal marketing systems (Kaynak
and Hudanah, 1987). Although informal distributgystems provide competition to the formal systems,
at times the two supplement each other (Layton7R0lhese informal distribution channels can balleg
and illegal.

Promotion

Promotion is used to inform people of products amdourage buyers in the target market to buy
particular brands. BOP is a media dark area. Then fiaces a challenge of lack of adequate
communication infrastructure (Chickweche 2012). €ioners are faced with the challenge of accessing
information from firms. Since communication medsabeyond the affordability of BOP consumer and
there are frequent power electricity cuts in subsase Marketplace (Chickweche, 2012). In Research
conducted in Zimbabwe BOP, it was found marketedenamore use of “Below the line media” over
“Above the line media”. Above the line media usedrarketers included Print, Radio, TV Internet,
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outdoor and newspapers. Because majority illiteragjet audience and lack of supporting and
communication infrastructure above the line mediand to be ineffective. Thus, in engaging BOP
consumers, marketers relied on below the line mediw innovative methods cited are workabaut
(Guinea) which uses social networks, product demnainen, community road shows and mobile
advertising. However, in implementing the below line medium, the key conduit is the social network
(Chickweche 2012). Further, it was found aggresamaketing and Advertising via print out door and
television of international brands may lead therpoconsumers to divert there scarce resources from
consumption of Core bundles to non-core bundleswad 2008; Davidson, 2009; Gupta and Jaiswal
2015; Karnani 2007, 2008, 2010). Another study cated in South India also fortified this findingdan
explained social sources of product information arere reliable than non-social sources -marketer
related sources (advertising, label on product pgek) as well as media controlled sources (TV,
newspaper, radio and Internet). In social souraaefofmation groups and family or friends are predd
over neighbours and marketplace interaction. Armosioeirce of information included Government and
community leaders (authority controlled) which veasin less preferred.

Thus based on the review of existing literature Rding-mix in context food market can be
operationalised as given in Table 1.

Table 1
Operationalisation of Marketing-Mix elements in Cortext of Food Retailing
Marketing Mix Construct Operationalization Authors
I. Product
PRD1 i).Varieties/ Brands offered
PRD2 ii).Degree of essentiality
PRD3 iii).Reasonable quality offered
PRDA4 iv). Freshness of food items
— - Spinks & Bose, 2002; Nevin &
PRD5 v).Availability in Small quantity/ Sachets
Suzan, 2010; ,Nguyen et al.
PRD6 vi). Nutritional and health content provided 2015
PRD7 vii).Accurate measurement of quantity '
PRDS8 viii). Packaging of product
PRD9 ix). Food label/ Safety Mark
PRD10 X). Availability of product
PRD11 xi). Taste of the product
II. Price
PRC1 i). List Price (MRP)
— : - Viswanathan et al. 2010,
PRC2 i).Price charged less than List price
Chikweche & Fletcher 2010.
PRC3 iii).Price per unit charged when bought product in small
quantity
95
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Table 1
Operationalisation of Marketing-Mix elements in Cortext of Food Retailing
Marketing Mix Construct Operationalization Authors
PRC4 iv). Discount offered
PRC5 V). Availability of product on credit
. Place
PLC1 i). Nearness of the shop/Less Travelling
PLC2 ii). Credit Facility
PLC3 iii).Courteous Treatment
PLC4 iv).Standard price and quality
PLC5 v) Product Knowledge of shopkeeper Viswanathan et al. 2010,
Chikweche & Fletcher 2010
PLC6 vi). Trust/ Familiar local Shopkeeper
PLC7 vii). Wider Choice
PLC8 viii). Easy Return Policy of the shopkeeper
PLC9 ix).Bargaining opportunities
IV. Promotion
PRM1 i). Packaging
PRM2 ii). Shopkeeper
PRM3 iii). Family/friends
PRM4 iv). Groups
PRM5 v). Neighbours
PRM6 vi). Market interaction
PRM7 vii). Bulletin boards Viswanathan et al. 2010,
Chikweche & Fletcher 2010
PRMS8 viii). Newspaper
PRM9 ix). TV
PRM10 X). Radio
PRM11 xi). Internet
PRM12 xii). Community Leaders
PRM13 xiii). NGOs
PRM14 xiv). Government

Research Context

The current research study defines subsistenceetpdake as households earning less than Rs. 8000 pe
month, clustered in the area with lack of civiaastructure. Thus, urban slums and shantytowns,
clustered with household earning less Rs 8000 deresil as to be the sampling frame. In a repoetititl
“The Challenge of Slums”, the United Nations Hun&attlements Program (UN-HABITAT 2003)
reported that one billion people — approximatelg émrd of the world’s urban dwellers and a sixth o
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all humanity, live in slums. India alone constitateout one third of the global slum population.sThi
research study was conducted in the high densitgsbf Delhi (Capital of India). Delhi comprised of

675 identified Slum clusters in ten zone (Delhi ahtsShelter Improvement Board 2015). There is an
absence of sample frame because BOP market ostrxst marketplace or urban slums are not properly
mapped by the govt. and NGO. Further, they do ot kegal title or deed to their assets (e.g., dngs,
farms, businesses) making it difficult to formalieese colonies. Also, heavy dependence on informal
economy hinders in accurately determining theiome.

Further in order to understand the food offeringudisistence marketplace, report by National Sample
Survey Office (NSSO) on Household Consumer Expearglis analysed. NSSO report considers more
than 250 food items for consumption. The item wiat on household food consumption collected in the
NSS survey is grouped into nine broad food categori Unfortunately BOP segment thrives under the
condition of limited income and restricted markiebices. Therefore, for this research the food items
considered can pronged into two broad categoriese €ood Items and Non-Core food items.

Core Food Items

It includes food items which forms a staple digtlfottom fractile classes in India. Core items are
imperative and easily accessible to this marketade easily accessible by governmental initiatages
considered to be essential for living. In Indiawmption of rice, wheat and sugar is made available
below poverty line consumers at subsidised rateutiit Fair price shops, known as Public Distribution
System. These shops may be owned by the governloestgovernment, a government undertaking, the
proprietor of a firm, co-operatives or private @ers (individually or jointly) or other bodies likdub,

trust. Further Core items are generic in naturerertanuch brand choices offered for these to BOP or
subsistence market segment. However, perishabieifexms are not considered as requires a different
marketing mix, which can’'t be generalized for thegment.

Non-core food items

This category includes the components infused b$®™ 88" round under the head of “beverages,
refreshment and packaged processed food”. Bevenagjade tea, coffee, mineral water, soft drinkaitf
juice soda water, and other beverages such as.deazessed food lists twelve kinds of processed fo
divided into two categories: under “served” thoseved in restaurants, dhabas, snack bars, etc., and
“packaged those which are usually taken to the hamdeconsumed. The “served processed food” is
excluded from the research study. The ‘Packageckgsed food’ consists of ‘prepared sweets, cakk, an
pastry’, ‘Biscuits, chocolates’, ‘Papad, Bhujia,Mleeen, Mixture, chanachur’, ‘Chips’, ‘Pickles, sauc
jam, jelly’, and Other packaged processed food.

This research study is limited to understandingpilvehase behavior for non-core food items. Thidyst
was conducted in densely populated urban slum afdaslhi of households earning less than Rs. 8000
per month.

RESEARCH METHODOLOGY
In order to redefine marketing-mix in the contekB@OP segment for Non-Core food items, an empirical

study was undertaken based on a well-chalked mekbgygl The steps adopted for conducting research
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can be outlined in Figure 2.
Figure 2: Research methodology adapted

Pre-Test and Pilot Study

Pre-test and Pilot studies are both essential pagsestionnaire survey design (Sekaran, 2003)rder

to validate instrument and to ensure that the suguestionnaire is free of errors. In this reseatcialy,

the pre-test was conducted by distributing quesages to 10 eminent professors in related fields.
Changes suggested thereafter were accommodatiee quéstionnaire. Integral insights provided ware i
terms of the definition of BOP consumers, homoggnei consumption habits of BOP consumers and
fearful behavior of BOP community towards the sysvén addition, 15 respondents selected on this bas
of judgmental sampling from the slum area of Utthlagar (Delhi) meeting the definition of BOP
consumers. They were asked to suggest potentiblgong with the questionnaire design. This allowed

translation of the survey instrument in local Laage (Hindi).

Pilot Study

The pilot study was conducted in slum areas of MaRgiri and Kathputli colony (Urban slums, Delhi)
on the 100 households earning less than Rs. 8000 @&h. The sample comprised of 44 females and 56
males respondents with 64 respondents in the indmatket of Rs. 20001-4000. Out of the total of 100
households, 88 were covered under the Public Bigtdn Scheme (PDS) and were reaping the benefits
from Fair market shops. In this pilot study, theiability of the measures items used in the
guestionnaire was assessed using the internal stensy test Cronbach’s alpha. Cronbach’'s alpha
estimate value above 0.70 is considered as acdeptdbnally, 1978). All of the measures used in the
pilot study observed an adequate reliability wittoritbach’s alpha values of Product (0.864) and Price
(0.909) except Place and Promotion. In order taen€ronbach’s alpha for Place to be greater thah 0
PLC2 (Availability of product on credit) was dromghefurther, under Promotion, items PRM2 (local
Shopkeeper) PRM4 (Groups), PRM5 (Neighbours) weoppmed from final survey instrument. After

deleting the internal consistency increased tola¢d>and Promotion increased to 0.734 and 0.7 kiéab

98
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

0.70) respectively.

Survey instrument

The questionnaire composed of forty questions diifierent types of scales: nominal (yes or no amswe
and five-point Likert scales which are describedatiitudinal faces. The survey instrument was didid
into two subsections, the first section for coilegta demographic profile of the respondents cowsis
eight questions and the second section for meagspéarception of BOP consumers towards marketing
mix elements. This section measured responses@pdint Likert scale from strongly disagree to
strongly agree.

Data Collection

For the final data collection, 675 were identifiacd zones comprising of 4.33 Households with a
reported population of 21.60 lakh (DUSIB,2015) asr®elhi. Thereafter, six highly dense slum clsster
(Density of the slum/ No. of slum areas) were ideat. These six slum clusters included Mangol Puri
Kathaputali Colony, Zakhira, Nangloi, Peeragahd &mgri from where survey of 600 household was
conducted. From these six slum clusters, hundreddifwlds were surveyed.

A convenient sampling approach was adopted toy#d hypotheses. A paper-and-pencil questionnaire
survey was administered among slum area respondem@$iousehold, head of the family was the
respondent. The time of data collection was chaseefully. The sample is composed of 600 resposgdent
coming from six different regions of Delhi. The gaecomprised of 286(47.7%) of female and 314
(52.3%) male respondents with equal across diffesian areas. Within the age group of 25- 44 years
about 83 % of the respondents are covered andtoemex ends i.e. below 24 years and above 55 years,
only 5.2% and 4% respondents are included. Theviwllg table presents the demographic profile of 600
sample units (Table 2).

Table 2
Demographic profile of the respondents across diffent slum areas
Demographics Categories Frequency Percentage
Gender Male 314 52.3
Female 286 47.7
Slum Area Mangol Puri 100 16.7
Kathaputali Colony 100 16.7
Zakhira 100 16.7
Nangloi 100 16.7
Peeragahr 100 16.7
Tigri 100 16.7
99
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Age (Transformed tg Below 24 31 5.2
Categorical variable 25.34 255 425
35-44 243 40.5

45-54 47 7.8

55 And Above 24 4.0

Year of Schooling No Schooling 6 1.0
Below 4 Years 159 26.5

Below 8 Years 218 36.3

Below 12 Years 217 36.2

Household Income Below Rs. 2000 6 1.0
Rs. 2001-Rs.4000 156 26.0

Rs. 4001-Rs6000 208 34.7

Rs.6001-Rs800 230 38.3

Marital Status Married 588 98.0
Unmarried 12 2.0

Family members 0-2 72 12.0
3-5 411 68.5

5 above 117 19.5

Ration card No Ration Card 221 36.8
Yellow Ration Card 229 38.2

Red Ration Card 150 25.0

ANALYSIS AND RESULTS
Data collected was analyzed through a series adatad tools and procedures. The critical steplim
in the development of a measurement scale is famatysis of the collected data was conducted
followed by checking convergent and discriminantidfy. Assessment of the reliability of constructs
was performed next. The results of the analysislaseribed in the following sub-sections.

Exploratory Factor Analysis

EFA using Principal Component analysis with Varimasation was performed to see if the observed
variables loaded together as expected and meetiarif reliability and validity.
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Kaiser-Meyer-Olkin Measure of Sampling Adequacy .902
Bartlett's Test of Sphericity |  Approx. Chi-Square 99616
Df 210
Sig. .000

From the above Table 3, KMO measure of samplingjaaley was 0.902, Bartlett’s test of sphericity was
19099.616 and statistically significant at 5 petdewmel thus, and the correlation matrix is not@amntity
matrix. It was concluded that the twenty-five vales of marketing-mix represent four factors arg th
sample size was adequate and suitable for thecafiph of factor analysis.

It was found that all the items have communaligiesater than 0.40, whereby the lowest communadity i
for PRCL1. This implies all the variables adequatelgtributes towards formation of the factors. Rert
about 85.363% of the total variance is explainedhgyfour factors extracted as depicted by scree pl
with converges at fourth factor.

Scree Plot

20

Eigenvalue
E
]

N S S s s S S S O S S S S S S A S A S N
1 2 3 4 5 6 7 8 9 1011 12 13 14 15 16 17 18 19 20 21 22 23 24 25

Factor Number

Figure 3: Scree plot showing extraction of four fators for non-core food items

Factor Structure
The pattern matrix below illustrates that variabigeup into four factors. The table representsiclea
factor structure matrix with convergent and diseéniamt validity as evident by the high loadings with

factors and no major cross-loadings between factors

Rotated component matrixfor non-core food items

Table 4

Items Expected | Convenience Price Non-Social | Items
Product Insensitive Sources
PRD1 .785 Varieties/ Brands offered
PRD3 .692 Freshness of food items
101
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PRD6 .807 Accurate measurement of quantity

PRD7 .813 Packaging of product

PRD8 .811 Food label/ Safety Mark

PRD9 .703 Availability of product

PRD10 .795 Taste of the food items

PLC1 912 Nearness of the shop/Less Travelling

PLC3 911 Standard Price and Quality offered

PLC6 .786 Wider Choice

PLC7 .736 Easy Return Policy of the shopkeeper

PLC8N 795 No Bargaining opportunities

PRCIN .920 NO List Price (MRP)

PRC2N .793 NO Price charged less than List price

PRC3N 717 NO Price per unit charged when boughuptad
small quantity

PRC4N .597 NO Discount offered

PRC5N .648 NO Availability of product on credit

PRM1 .622 Packaging of product

PRM3 .815 NGOs

PRM6 .769 TV

From the Table 4, the first factor consists of fisagiables and named as Place convenience, thadeco

factor consists of eight variables and is nametEapected Product”. The third factor consists ofefi
variables which are named as “Price insensitivififie fourth factor represents the non-social avesgn
tools to reach BOP consumers.

Convergent Validity
Convergent validity means that the variables withisingle factor are highly correlated. This isdewit

by the factor loadings. Factors depicted in Tahlelemonstrate sufficient convergent validity beeaus
their loadings are above the recommended minimuesitold of 0.350 for a samples size of 300 (Hair et

al., 2010). The factors also demonstrate sufficteetriminant validity, as the correlation matrixosvs
no correlations above 0.700, and there are no @nudgic cross-loadings.

Discriminant Validity
Discriminant validity represents the extent to Whiactors are distinct and uncorrelated. The rsiléhat

variables should relate more strongly to their dactor than to another factor. Two primary methods

exist for determining discriminant validity duriag EFA. The correlations between factors do noteac
0.70 indicating no major shared variance. Howethex, given factor transformation indicated a slightl
high correlation between first and second factor.
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Reliability
The reliability of the factor structure was complts/ Cronbach's alpha for each factor. Cronbadplsaa
for all the factor is above 0.7; althougieteris paribusthe value will generally increase for factorshwit
more variables, and decrease for factors with fevegiables. The Cronbach’s alpha for factor 1 i.e.
Convenience was 0.421, however same was increaseé®44 by dropping PLC8 N(No Price charged
less than List price)

Table 5

Reliability of the instrument for non-core food products
S.No. Number of Items Factor Cronbach alpha Mean Variance
1 4 Convenience (Place) 0.944 4,157 1.016
2. 7 Expected Product 0.966 2.662 1.463
3. 5 Price Insensitivity 0.914 3.446 1.220
4, 4 Non-social Awareness 0.850 3.052 1.061

Exploratory factor analyses indicated a four-dinremesl structure of marketing- mix as perceived Hoy t
consumers for Non-core food items. The proposedetiag-mix comprised of the previously known
elements, namely, Product, price, place and Promotenamed as Convenience (Place), Expected
Product, Price Insensitivity and Non-social Avaisne

Discussion and Implications
In the context of food market, literature revealattconventional 4Ps marketing mix elements shbald
used as a marketing-mix strategy (e.g., Akbay &3pa005; Knight, Jackson, Bain, & Eldemire-Shearer
2003; Nevin & Suzan Seren, 2010; Spinks & Bose 220BOP segment spends more than 60% of the
total income on food items still they end up buypapr. The current study redefines the Productforix
non- core food items. The product- mix for non-ecéwod items comprised of seven items including
Varieties/ Brands offered, Freshness of food iténgiry date), Accurate measurement of quantity and
Packaging of product. In case of non- core foothst€onsumers are more concerned with aesthetics and
show an inclination towards brands or varietiesstthis product- mix for non- core food items isneal
asExpected product Therefore, previously developed product-mix tée' applied at BOP and needs
to be redefined for non- core food items separately
BOP consumers are price sensitive as their basicetn is to satisfy physiological need in best imss
way (Chattopadhyay & Laborie, 2005). BOP is chaaréd by WRI (Hammond et al., 2007)as low
income consumers having significant unmet demadelsendence on informal, subsistence livelihood
and poverty penalty. They are poorly integrated thie formal economy and depend on informal sector

to meet their needs. However in the case of nore tood items BOP consumers displayed complete
10z
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price insensitivity and even if Price charged mtbian List price, no Discount offered and no Avaiiapb

of product of credit, still the BOP consumer mabe purchase of non- core food items. Thus, this
price-mix is named as Price Insensitivity index.

To enhance the interaction between consumer amg fioth formal and informal distribution channel is
used. For the non-core the place- mix comprisedivef items such as Nearness of the shop/Less
Travelling, Standard Price and Quality offered, @i€hoice, Easy Return Policy of the shopkeeper and
No Bargaining opportunities. However, the last itddo Bargaining opportunities’ was dropped to
increase Cronbach alpha. This resulted into fmmiscale highlighting the convenience aspect afepla
mix. Thus the place- mix for non- core food itemaswenamed as Convenience aspects.

Chikweche et al. (2012) found that BOP consumeysiibbig quantities to avoid scarcity in future and
prefers the shopkeeper based on the availabilitheitommodities. However, from the current stuidy,
was found that BOP consumers are loyal as far ashase of core food items is concerned but they
prefer more of convenience in case of non-core fnodhases.

Communication can effectively change purchase oetisf consumer. BOP is a media dark area. The
firm faces a challenge of lack of adequate comnatito infrastructure (Chickweche, 2012). Consumers
are faced with the challenge of accessing inforonatiom firms. Since communication media is beyond
the affordability of BOP consumer and there arequdemt power electricity cuts in subsistence
marketplace (Chickweche, 2012). However, for naredood items media-mix comprised of Packaging
of product, NGOs and TV. This indicates use of sooial media-mix for obtaining information about
non-core food items.

Conclusions

Exploratory factor analysis using Principal Compar@nalysis with Varimax rotation was performed to
see if the observed variables loaded together pecéed and meet criteria of reliability and vajdit
The first factor comprised of five variables andsweamed asPlace convenience the second factor of
seven variables named aExpected Product”. The third factor of five variables named aBrite
insensitivity”. Fourth factor of four items names as tien-social media mix toreach BOP consumers.
The factors demonstrated sufficient convergentditg)ias their loadings were above the recommended
minimum threshold of 0.350 for a samples size d 8@air et al., 2010). Further, the factors also
demonstrated sufficient discriminant validity, e torrelation matrix shows no correlations abavé©,

and there are no problematic cross-loadings.

The current research study tries to develop a géred marketing mix for non- core food items i th
context of urban BOP segment with a sample sif#®06fhouseholds earning less than Rs8000. This study
embarks another era of BOP research model bas#teajuantitative investigation technique. However,
the questionnaire framework was really challengmgreate; therefore it is suggested that the oprest
asked to BOP segment should not be too long anel dmnsuming. Further, it is suggested to use 3 to 5
point Likert scale, translated questionnaire in el language to enhance understandability. Ao
the research study is non- contrived but resultevadserved to get improved when discussion on the
other related aspects was encouraged. To makesciemistakes do not happen, the researcher mied
knowledgeable intermediaries to pretest the quasdime and ask their help to understand elusive

104
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

answers from respondents. In spite of these prece,tthe researcher experienced some problems such
as the religion of some respondents that deter themm answering to all the questions. Future redezs
should forecast such constraints and adopt itstignesire. The macro-environmental constraints agh
inflation, role of Govt., other environmental factp are prevalent in India. These constraints could
potentially influence purchase decision by BOP ocomsrs. Future studies are expected to be in directi

of macroeconomic factors.
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Abstract

To cope with competitive pressures and market fovgénin the EU in the medium-term, the SEE6 needs
to address important challenges through determim@tementation of structural reforms. Progress with
structural reforms can help for macroeconomic tgbior example, by reducing the structural ertdr
deficits. Also it helps nominal convergence, as theductivity realizes the improvement of
competitiveness and helps disinflation by maintainiow unit cost. So in terms of macroeconomic
convergence for SEEG6 countries and the case of ddaie, EU membership requires convergence of the
Macedonian economy with that of the EU in realistmnditions, indicating income per capita and
economic structure, and in nominal terms, meanamyergence of prices, inflation and interest rates.
Also, in the paper the focus is on the importarfch® exchange rate regime as available tool intimge
the requirements needed for entering into the E&IindgJthe exchange rate as anchor for inflationary
expectations, on long run have been effective s@faducing a low and stable inflation rates. Hogre

in periods of low inflation and deflationary presss; exchange rate anchors do not allow sufficient
space for fiscal and monetary stimulus. In thigpees policy makers are under following dilemma: to
deviate from exchange rate anchor and increasspéee for fiscal and monetary stimulus; to acctdera
structural reforms and competitiveness and on short deepen the recessionary pressures; and to
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increase foreign debt and thus increase scopeidoalfand monetary stimulus while preserving the
exchange rate anchor.

Key words:
EU accession, economic convergence, SEEG6, excliategeMacedonia

JEL classification: O11.

Introduction

Because of the fact that Southeast European ceantly mainly on exchange rate anchors to
reduce inflation, the appreciation of the real exae rate among countries in the region is sigritic
although it is slightly lower when compared to coigs in the EU member states. As a result, these
countries suffer from loss of competitiveness. Tdaa be clearly seen from the movements of theitlefi
on their current account, which are important Irttese countries. Using the exchange rate as aficho
inflationary expectations, on long run have bedpative so far, producing a low and stable inflatio
rates. However, in periods of low inflation and ldgbnary pressures, exchange rate anchors do not
allow sufficient space for fiscal and monetary siins. In this respect, policy makers are undepfalhg
dilemma: to deviate from exchange rate anchor aogkase the space for fiscal and monetary stimulus;
to accelerate structural reforms and competitivermesl on short run deepen the recessionary pressure
and to increase foreign debt and thus increaseedoopiscal and monetary stimulus while presening
exchange rate anchor.

Economic policies can be instrumental for growthhe near- and the medium-term in SEE6. On
the fiscal side, sustained reform effort is neettedddress structural rigidities in the budgetSBEG.
Priorities include: changes the composition of public expenditure towandestment and away from
wages, publi@xpenditure targeting and prioritization as vaslimprovements in revenue collection and
the broadening of the tax base, among othersii@nmonetary policy side, with regional inflatiah a
very low 1.2 percent and big output gagsnaining, some scope for short-term easingnohetary
conditions exist, especially in thoseuntries where deficits have begun to decline.

Importance of exchange rates and macroeconomic chahges with EU accession in
Southeast European countries

To acceding into the European Union (EU), countaesfacing with macroeconomic challenges
on their way to this membership. Countries shoutgtha number of economic, political and legal oate
For countries in transition, formal economic ciaefior accession are primarily focused on estainigsh
functioning market economy. The formal processaimress puts more emphasis on progress of transition
reforms in the early stages of accession, as desnstruggle to establish market economies, while
compliance with specific criteria for macroecononstability are prevailing in the later stages.
Fulfillment of economic criteria, in fact, is reahd nominal convergence. The progress with market
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reforms can be measured through various indicabbréransition. These reforms are essential for
improving real convergence or revenue growth toléwel of the EU, which helps countries to advance
the competitive pressures in the economic uniosh@r 2002). Macroeconomic stability and nominal
convergence of key macroeconomic indicators suchfiasion and fiscal deficits to the EU levelsaiso
important for development and progress of a funatip market economy.

Referring to the macroeconomic stability and pregrm the transition, both are closely related
and important for sustainable growth and progregsitds a functioning market economy. Progress with
structural reforms can help for macroeconomic 8ttty reducing the structural external deficttalso
helps to nominal convergence, as productivity realithe improvement of competitiveness and helps to
disinflation by maintaining low unit cost. The cleaige for the accession process is to realize anmam
and real convergence with macroeconomic stabilitg atable development. Further, this could be
complicated by the need of facing with potentialcits as large and volatile capital flows and talfire the
transition to a market economy

Like many countries in the early stages of traosjtiSoutheast European countries rely mainly on
the exchange rate to reduce inflation (DeBroeck6Z88R-383). Aside from Albania, Romania and Serbia,
all other Southeast European countries have neithercurrency nor the boards tightly controlled
management or pegging for a specific time. Inijalhflation declined with the exchange rate, but
increasing of external deficits prompted a moveaws managing fluctuation in 2003 (Buiter 2003).
Inflation continued again, oppressed administratpréeces were adjusted and growing euroisation
contribute for increasment of foreign currency-exalfe rate shift to the prices. Moving of the regime
may hit the credibility of monetary policy advensgehs it is shown through growing euroisation. The
drivers were less successful in reducing extemhbhiances, suggesting trade off with inflation.haligh
large fiscal deficits can contribute for extermabalances in some countries (Croatia). They alecte
the slow progress in reforming the real economye Tdrgest current account deficit is among the
countries with the most progress on structural rre$o (Serbia, Montenegro, Bosnia and Macedonia),
which are measured with the same transition indisabr the share of private sector in GDP. This
confirms that nominal convergence and macroeconcstadility are closely connected with real
convergence and the introduction of market economy.

Exchange rate as fundament and slow structuralrmsfoput pressure on competitiveness
(Oskooee 2001). Fixed or nearly fixed exchange catdd lead to unsustainable real appreciation and
loss of competitiveness, unless fiscal and incorakcy remain closely tied and structural reforms
increase productivity. For example, in Serbia, ¢ékehange rate in 2002 became unsustainable as real
wages grew up and external deficit increased. Bredsr real appreciation in the region is alsonng
due to large inflows of foreign currency. The sumthility of the exchange rate in Southeast Euriope
particular will depend on the accompanying polici®e far, the slow progress of structural reform in
many of these economies increases the risks as=waigth soft pegging. Competitiveness can also be
torn over time through a lack of fiscal disciplioe weak-income policies. In Serbia and Macedonia,
where fiscal policy is tight, exchange rate as amdnt can become problematic if competitivenekssts
This can happen if income policies are also losstarctural reforms fail to boost productivity. @tia,
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which has significant fiscal deficits and exchamgée as an anchor may also face with problems of
competitiveness over time. This can be activatdtiafcurrency inflows to the tourism sector or 1sgyo
capital inflow leads to real appreciation, with opjpe effects on other sectors of traded goods. rAaye
toward more flexible arrangements in Southeast fi@ishould be carefully considered to avoid market
distortions successfully.Various indicators showattthe economies of Albania, Bosnia, Macedonia,
Serbia and Montenegro need more progress in ti@msieforms to become functioning market
economies, a key criterion used by EU for moving tountries from one phase of the approach to
another. Slow structural reform is also reflecteadagh low levels of FDI and this may limit the gotial

for growth in the medium term - or real converger®lew structural reform also affects macroeconomic
stability, which is the core of large external if@veces in some countries. Especially in BosniaSenthia,
large current account deficit reflects low level aimpetitive exports, while imports is increased by
foreign remittances, strong credit growth or pagritexibility of required management.

Macroeconomic challenges in other countries of Smagtern Europe are related with  viability
of their monetary framework, risks of rapid finaaicideepening and future fiscal consolidation in
supporting growth and stabilization. Many currectioes for exchange rate may not be sustainable over
the whole time, unless if they are better suppobediscal consolidation and structural reformssal
various indicators haven't show a clear sign obpgms with the competitiveness of these countr@g n
Large external deficit and weak supportive poliGiesome countries may increase these risks ave. ti
The shift towards more flexible monetary framewakcomplicated by high euroisation, resulting in
weak monetary transmission mechanism. In futurs, uhderlines the need for fiscal consolidation and
increased flexibility of fiscal policy in respongjrto the shocks as the need for structural refarms
lowering external imbalance too. Rapid credit gifgveispecially in foreign currency, add further ptee
on the external balance and inflatory dynamic imyneountries. This is challenging supervisory céyac
in mitigating the risks in the financial sector. 8&Goutheast European countries have “space” teceed
public spending and to increase the share of ggpwonsumption. A lower deficit will increase prigat
sector, leading to growth as it facilitates macooeenic management too. Also growth will increase by
reducing high taxes on labor in many countries. fRetbiggest fiscal adjustment blow should come by
reducing bigger salaries in the public sector, slidny and transfers.

Exchange rate regimes in the region are differemging from currency board in Bosnia and
Herzegovina to almost free fluctuation without atifbnary targeting in Serbia. The common is tha du
the transition process these countries have dedicgiecial attention to their exchange rate reginee
most of them used fixed exchange rates, reflethieg large trade openness and their efforts tapet
strong monetary authority. Regardless the exchaageregime, the appreciation of the real exchange
rate of the countries in the region is significahugh slightly lower when it is compared with &g
Member States. As a result, these countries al$erdtmom a competitive loss. This can be cleadgis
from the movements of the deficit in the currentamt, which is important in all these countriesr F
example, current account deficits in 2007 rangethfB.1% of GDP in Macedonia to 36.2% of GDP in
Montenegro.
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Using the exchange rate as the hope for inflatkpeetations have been effective until now, prodgcin
low and stable inflation rates (Goswami 2011:263)271n terms of high import dependence and
relatively slow implementation of structural refamealized in increased export potential, contedub

the importance of high trade deficit, was mainigaficed by higher private transfers. The transition
process in Macedonia is specific because of thatively slower process of real convergence and
continuing real depreciation of the Macedonian Dg¢nanany cases productivity in the tradable seistor
compared with growth of foreign partners with refatiower rates (Loko and Tuladhar 2005). This was
due to the absence of large foreign companies aes&l df important foreign markets, especially after
independence. In such conditions, the only way amntain the competitiveness of macedonian producers
was the specialization and exports of lower quaptpducts. These developments have generated
inflationary pressures, which caused absence dfaareciation that was evident in other transition
countries. In the past few years, Macedonia moweskly and closer to the more advanced transition
economies. As regards nominal convergence in tikexbof European Union integration, Macedonia
faces with challenges which are common to the raoshomies in the region and beyond. Since 2007,
there has been acceleration of the inflation natech is mostly caused by the global price risdoaid

and energy. Thus, uncertainty in the movementfi@dd prices, and expectations of pressure caused by
the process of real convergence, are the mainectugb for monetary policy in the medium term.

Convergence of Macedonia and SEEG6 - economic condit and recovery

The SEEG6 countries exited from recession in 2018 wconomic growth supported by the
recovery in high-income countries, particularly gaoin the European Union (EU) (NBRM 2013).
External demand for SEE6 exports was the key difehis growth recovery, reflecting an improving
European and global economy. An export-led recovambined with depressed domestic demand
resulted in a significant narrowing of current amtbimbalances in all SEE6 countries. Thereases in
exports and the declines in impoitsvered the trade deficit of SEE countries4y percent of GDP and
the current accourteficits by 3.4 percent of GDP in 2013 (World B&tKL3e). Exports to the EU grew
strongly, especially in Bosnia and Herzegovina, Macedonia &arbia. Montenegro’s andosovo’s
share of exports to the SEEG6 reginareased. Manufactured goods werel#ingest share of exports from
SEEG followed bymachinery and transport equipment. Joittiyy comprised over 60 percent of exports
in 2013 in the region. The major increase in 2@Ene from export of machinery and transport
equipment from Serbia. Exports in Macedonia greso abn the back of machinegnd transport
equipment as well as chemical materials. Mineralsflexports were quitsignificant in Albania and
Montenegro, whilebase metals were around a quarter of exports fraso¥o in 2013 (World Bank
2013c).

The reports by NBRM showed improved performanceéncurrent account in 2013 due to the improved
balance of goods and services, amid reduced rletvsfin current transfers and higher net outflows i
income (NBRM 2014). The reduction in the trade adefboy 3 percentage points of GDP was mainly
caused by a narrowing of the energy deficit, altfiothe non-energy had the same, however significant
milder effect. The individual components of tradgistered divergent movements. Exports, driverhby t
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enhanced activity of the new capacities in the eognwith foreign ownership, registered an annual
growth of 3.2%, while the reduced demand for engmgpducts and the annual decline in energy prices
reduced the import component, causing an annudihdeaf 1.5%. Divergent movements in exports and
imports caused stagnation of total foreign tradexonual basis. The exports of the companies fran th
industrial development zones were the most impodamer of Macedonian exports in 2013, increasing
their resilience, amid still unfavorable global ddions that caused a decrease in the exportseahttal
industry. Also, increased exports of new compawee sufficient for offsetting the significant died in

the exported petroleum products, caused by thelsimaous reduction of the exported quantities and
lower export prices. Price competitiveness indisataf the Macedonian economy showed a negligible
appreciation of the Denar in 2013. The CPI-deflatal effective exchange rate rose by 0.9%, whie t
PPIl-deflated REER recorded an annual appreciatiod4%. The change was entirely caused by the
movement of the nominal effective Denar exchange, i@s a result of the appreciation of the domestic
currency against the Russian Ruble and Turkish, hingh favorable slower movements of domestic
relative to foreign prices. Depreciation of the &lkian hryvnia, Russian ruble and Turkish lira aghi
the denar had a influence for the further appreriatf the nominal effective exchange rate by 2%apon
annual basis,and this caused upward pressures tonREER indices (NBRM 2014). The growth of
foreign consumer prices and as faster growth iei§or versus domestic prices of industrial produets,

to a decline in relative prices by 2.3% and 0.4%hea domestic price competitiveness. The REER
deflated by producer prices appreciated by 1.5%ilewthe REER deflated by consumer prices
depreciated by 0.7% on an annual basis. Also,ivelatices of industrial products recorded a growith
0.5%, driven by higher domestic prices. NEER appt®n continued in August 2014, annual change
driven by the depreciation of the Turkish lira dhd Serbian dinar against the denar.

Economic policies can be instrumental for growthithe near- and the medium-term in SEE6. On the
fiscal side, sustained reform effort is needed ddress structural rigidities in the budgets of SEE6
Priorities include:

Changes irthe composition of public expenditure towamdestment and away from wages;
Publicexpenditure targeting and prioritization, as vell
Improvements in revenue collection and lbheadening of the tax base, among others.

On the monetary policy side, with regional inflati@t a very low 1.2 percent and big output gaps
remaining, some scope for short-term easingiohetary conditions exist, especially in thaseintries
where deficits have begun to decline (European Cissian 2014).

However, caution needs to be exercised in the enmsowith flexible exchange rates to ensure thedeh

do not come under pressure. In terms of finan@atas policies, addressing the high NPLs would be
critical to ultimately restoring the growth of crednd supporting entrepreneurship and job creafibe
region that provides greater long-term rate of szminomic growth, and sustainable GDP growth based
on profitable production with sufficient export ¢ent has a better chance of attracting foreigntahpi
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Namely, international investors rightly expect thi@ve high rates of return on invested capitahat
region enjoying long-term sustainable economic gnow hus, the trend of the movement of the real
exchange rate euro / dollar mostly affect the sustde rate of real economic growth, which is asded
with net capital flows. Financial stability and tké#icient allocation of macroeconomic level appear
each economy as an indirect product of successfitigal coordination. Variables such loans, thetaaf
funds and the real exchange rate are not aim ofirtsument; transparency limits the extent to \whic
they could be involved in decisions. The experienaiethis region confirmed that alternative mongtar
and fiscal regimes, giving adequate political suppcan provide very well low inflation. Much more
difficult for assessment are the risk charactessiif the regimes.

In Southeast Europe, the conspirators for fixed thoating regime can easily underestimate the
dangers which monetary policy are facing with dgijime-assessment period (Bisev and Petkovski 2003):
Hard pegging is linked with the region with creeilpolicy management, and they insulate the
economy from shocks to the nominal exchange ratg.tlBey may accelerate the expansion of
non-hedging borrowing in foreign currency, and tipey a high premium on the flexibility of the
real sector in terms of shocks;
Meanwhile, the dynamics of inflation can questitve tearly adoption of the euro as an exit
strategy from that pegging. Flexible exchange fatdlitates the adjustment, and as part of a
coordinated political effort can help in slowingetbrowth of risk in the balance sheet items. But
to the extent that such risks are created over, tinese modes offer no more than qualified safety
valve in case of exogenous or policy caused shocks;
Regarding the stability of the money, i.e. pricd axchange rate stability, in Maastricht Treaty is
guaranteed that the stability of the price levahis main priority of monetary policy in the Euro
area. What will be the actual performances of tlemetary policy of the ECB does not only
depend on the formulation of monetary policy objes but also from the real sector movements
in the economy;
It can be estimated that the real effects of mapgialicy will be influenced by two conflicting
groups of real factors. The increasment of competiess of the society will act to strengthen the
internal and external power of the euro, and tloeectthe attractiveness of the euro as an
international currency too. On the other side,dhera potential danger that may arise from low
rates of economic growth combined with pressurahéndirection of large fiscal deficits, which
were associated with lower rates of growth anceatgr participation of old population;
The challenge of managing rapid financial convergeis something that calls for risk-averse
macroeconomic policies. But it also depends to rgeleextent by strong structural policies.
Structural reforms are key for strengthening thddble sector and other productive activities, but
also in providing capacity for sharing resourcesvben sectors and generally adjustment to the
economy over time;
The process of real convergence should has balgatadf economic growth, with manageable
external current account and real exchange ratandigs during the convergence, as well as
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adequate capacity for adjustment in the medium;term

Challenges for fostering sustainable growth andemeng financial stability on the road to EU
accession, are with full complementarity;

What can be concluded from the first aspect ofttometary framework which is best suited for
managing the real and nominal convergence on tktmthe euro, starts exactly from the view that
inflation targets seem to have a better set ofl@viai tools than those that peg for managing the
process of convergence with balance towards adpgimeuro;

The main risk for targeters are excessive fluctumestin exchange rates, but if the policies are dime
at macroeconomic stability, the probability to makes reality is reduced. Then, the possibility
danger is excessive appreciation of the nominadh@xge rate, which is likely to lead the country
toward expensive interventions or reduction of dsticanterest rate that could fuel a credit boom.
Options are limited for those who peg.

Acceptance of the euro: pressure for early date aachieving higher level of
real convergence?

Leaving hard pegging before adopting the euro brolenger of losing the confidence and depreciation
the currency, which can create a deep recessinagative effects on the debt of households andsfirm
the country (where the debt is high euroized)naheé Baltic countries (Begg 2011:376). If the amtis
well communicated as a transition step towards/eatbption of the euro, the recession may not oocur
would be mild, in the country would become bettesifioned to contain inflation. Here the dangahest
the appreciation of the nominal exchange rate hdntbus leading to loss the competitivity or weneng
already weak competitive position.

So when the question is about the time for adopifdhe euro: whether to make pressure for early da

to obtain a greater real convergence? The questigptimal time for adoption of the euro must beoteed.
Potentially the most difficult criterion of nominabnvergence is precisely the criterion for infiati This is
because it means bringing the convergence of pewels that can be achieved either through higher
inflation or exchange rate appreciation. Controthaf authorities in these two areas is limited bseaof
the unlimited flow of capital and related restacis on domestic monetary policy. Quitting tool$aséign
policy can be a problem. If the approach associatgk the factors that feed inflation as structural
convergence of price levels and low levels of ftiahdeepening that drives demand for credit i sti
strongly present in the economy, the loss of fereagchange policy could lead to increased desweicti
cycles and derailing smooth convergence procesd) as difficulties related to Latvia to cool the
overheating economy. This is because it seemsrdaskeep the appreciation of the real exchange rat
inherent in the process of approaching a greatéesser balance by allowing nhominal exchange rate t
appreciate than keeping inflation steady directadter leaving all the flexibility, however limited
independence of monetary policy. If overheatinthefeconomy leads to loss of competitiveness avd sl
growth, it is difficult to recover through pricecwage disinflation after the surrender of the peteence

115
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

of monetary policy in the eurozone, as the expedef Portugal.

It is not that easy to keep the nominal exchantgeequilibrium on appreciate current directionarmts of
free movement of capital and globalized financiarkets. These issues further developed their own
assessment of the advantages and disadvantages of:

Pressure for early adoption of the euro and addressisks of higher inflation and the need to
regain competitiveness without available tool exgfgarate; or

Postponement of membership in the euro and itsrdidigas and confronting the risks arising from
volatility of exchange rates.

This dilemma could be approached from the persgectiwhere the country is in the process of
convergence. If the gaps are close to GDP peracapi price levels are still quite large as theedps
convergence is on real high level, the country hale difficulties in controlling inflation in theonetary
union. Consequently, it may be proposed to post@mption of the euro until they reduce gaps or
differences.

Research can be seen that all new members in w@rmaditional optimal currency area, their stance
should not be an obstacle for adoption of the etmpirical studies show that membership in the
monetary union promotes synchronization of busirmgstes and financial integration. New researches
underline that the strength of the endogenous basain the euro area is strengthened by the fiscal
discipline embodied in the supervisory structurghef EU by reducing the probability of charactérist
fiscal shocks (Ferrandet al. 2004).

Considerations for adoption the euro in a small andopen economy — the case of
Republic of Macedonia

As part of the EU accession, from Macedonia is etqzeto adopt the euro as its currency some
time after the accession. The time for accessidhdauro depends of two factors: is the countig &b
meet the necessary conditions and where the beéfEU membership outweigh the cofsiiter and
Grafe 2002)

Macedonia appears to be relatively well positiomebidding early entry into the EU as long as its
macroeconomic policy can withstand the shocks i jjito the EU. The adoption of the euro should
promote increased trade volume with other membktheneurozongSchadler 2004)Considering the
size of Macedonia and dependence of the trade &ltnade expansion should be seen as an important
benefit of the adoption of the euro. Therefore, &timmia expects capital inflows, including more FDI,
even before the adoption of the euro; there wilegp political challenge in the short term as henmef
the long run too. As a small country, Macedonia lmaged room for independent monetary policy. The
standard arguments for optimum currency area iw \@ethe importance of synchronization of shocks
among the members has some validity, but manyitram&conomies that once were joined into the EU
didn’t experience a strong correlation of the slsq8chadler 2005)Thus, the argument that appears is to
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be relatively early adoption of the euro if theg@ss can be well managed. In doing so, this impidise
decisions on exchange rate policy and strong mecrmnic management. What kind of regime is
needed to follow before or after accession depefds certain part on how quickly the new Member
States wishing to adopt the euro as its curreneg.&xperience of the new EU Member States in tefms
their choice of exchange rate is limited on twoimegs: it can be called highly pegging, including th
currency board arrangement and a floating exchaage with monetary policy based on inflation
targeting. The most advanced Member States havdedketor a flexible regime and inflation targeting,
while those with a higher volume of real convergesbould begin to realize, such as Bulgaria and the
Baltic countries, which opted for a strong pegging.

New Member States which adopt the euro were relgtiwell positioned in meeting the requirements of
ERM II, and they have made significant progressamms of real convergence. The consensus of
researchers is that in ERM Il and even before rggttiere, fluctuating exchange rate regime is thetmo
appropriate for countries that are facing with tgea&apital inflows or euroization and there shoosd
avoid soft peggingBegg 2006) Leaving hard pegging before adopting the Eurolead to confidence
loss and the depreciation of the currency. The @tdges of the strong pegging or fluctuation with
inflation targeting poses several serious dilemfieadVviacedonia, which has long maintained de facto
pegged to the euro. Macedonian exchange rate reggmves reasonably well to the country. Currency
maintains its value against the euro in trade amehtial regime that grew with openness to the alob
forces. Reserves, in the time till the crisis pgriocreased and capital inflows are managed apaable
costs of sterilization. But it is clear that tload to EU accession involves real rapid convergeame it

will release strong inflationary pressures throtlyh Balassa-Samuelson effect, lower interest affeat

so on(Schadler 2004)Macedonian competitiveness, measured by unitrlabsts, is not in line with
neighboring countries, so there is little reliamcethe real appreciation of the currency withoyiaesing

the fragility of the balance of payments. To théeakthat real and interest convergence will preabe

EU accession, de facto pegging may come underpeess inappropriate time. This, again, highlights
the need for correction in energy prices and putiicditions well ahead of access and development of
measures as tax policy.

In the past few years, Macedonia rapidly movesetlts the more advanced transition economies.
Several years in a row there is positive and stgidesth rate. Although economic growth rates aweelo
compared to those of the Baltic countries, andomes countries in the region, this is a sure sign of
acceleration of the process of real convergence piocess is also supported by FDI and portfolio
investment as rapid credit expansion too (Hochraitel Tavlas 2004).

Regarding nominal convergence, Macedonia is faeiitg challenges that are common for the most
economies in the region and beyond. Thus, uncéytaiegarding the movements of prices and
expectations of pressure caused by the procesabfonvergence, are the main challenges for mgneta
policy in the medium termfurther, Macedonia is facing with significant traios challenges and only
through effective decision of these challengescthentry will be able successfully to compete onEle
market. To formulate effective policy, it is necagsresearching of the growth of total factor prctduty
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in Macedonia as well as the reasons for low busimagstment. Macedonia's membership in the EU can
improve the industrial situation only if accessatdarge extent makes Macedonia location from which
foreign investors can serve to the EU market. means that the domestic industry, with FDI mustenak
the necessary changes to its output. These longg#&uctural shifts in employment and output, can b
accelerated through the accession of Macedontzet& b, i.e. sectoral change can be an importanedri
of change in aggregate factor productivity and meamf workers in different sectors of the economy.
Given the large gap in price and income per cdmtaveen Macedonia and the EU, price accepting will
be an important source of inflationary pressureit &aces the existing price distortions in the rgge
municipal services, etc. Before accession it camarbis factor as inflationary engine around theetiof
access where the effect of real convergence oatioifl is combined with negative short-term effeafts
EU accession on fiscal balance, falling interesggand so on. This will require careful managenoént
the exchange rate. This means that, if the Macedor@al growth accelerates, Macedonia will be more
attractive candidate for EU membership, but it iate with more intensive pressures to the exchange
rate regime and macroeconomic policieabor, capital and product market, all these aasmitters of
the monetary and fiscal policy, i.e. creation dfiactioning and flexible markets is important, ooty in
terms of meeting demand competitive single markgirbterms of creating a more effective government
macroeconomic policy. Regarding Republic of Maceaoit is important to keep in mind that the
economic policies and reforms should be consissgtiit the reforms and policies of convergence and
integration with the EU, as long-term strategy.

With the support of the estimation that showedtiidg bigger than 1, in a small and open econonmghs

as the case of Macedonia, using real exchangesad@e instrument, here are recognized the perfagnan
of opportunity for export growth, increasing aggregdemand, increase economic growth. So, in future
exchange rates can be seen not only as an instridoremaintaining price stability in Macedonia, but
also as a tool that will contribute to the econostability of Macedonia, strengthening the staypitit the
financial system and supporting for fast convergemeaning accession to the EU.

Conclusion

The role of the exchange rate as a nominal anclova$ from the characteristics of the domestic
economy, as a small and open economy that is higyhendent on the import of primary commodities.
According this, Macedonian exchange rate can bd asean instrument for export performances of the
country and macedonian policymakers should crealieypwith several aims focused on exchange rate
policy because:

A competitive real exchange rate provides an ineerfior exports;

The impact of exchange rates on trade should beisdbe context of continued integration of supply
chains;

Exports generally include high import content amghact of foreign currency-exchange appreciation
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or depreciation on any finished product becaugedomplex. If the depreciation of the exchange rat
makes its exports of finished products "cheapédrimakes imported components "expensive" for
domestic producers;

Maintaining growth and reducing the unemploymerd small and open economy such as Macedonia
depends from improved performance of exports;

Improving the performance of exports can help tesprve macroeconomic stability by closing the
gap in the current account to avoid wasting supied to stop the growth of external debt;
Improving performance requires improving export pefitiveness;

An outward oriented, market-friendly trade regimejich emphasizes the dismantling of import
controls and tariffs (permitting access to inputswarld prices), and streamlined bureaucratic
proceduresj.e. export and import procedures, modern customs adtration and efficient value
added tax administration will facilitate exports¢luding from SMEs.

How Macedonia could reach and sustain higher rateeconomic growth thus speeding up the
process of economic convergence too?

The researches offer options that include increasmoé the labor contribution to economic
growth by raising labor participation and reducinqiemployment (Srinivasan and Archana
2011:49-58).The second options means improvemeditafative efficiency. This understands promotion
enterprise restructuring and reforming product refrkegulation as including regulation in the
infrastructure sector. Next options is focused eepening trade integration by promoting exportraad
FDI and developing the supply of exportable gomasaning that Macedonia would need to integrate its
logistics infrastructure. Accelerating the procetsconomic convergence will be supported by faster
technological progress. The recommendations aneséat on policy-makers, inviting them to identify
what policies are politically feasible and to becked for their consistency with the overall objerof
raising and sustaining economic growth. Next, ttetsstegies need to generate institutional requergm
that are commensurate with the existing institioandowment of Macedonia. This will lead to a
near-term focus on deepening trade integration fastering innovation, while measures related to
expanding labor participation and employment cob&l adopted more gradually with a long-term
perspective (Srinivasan and Archana 2011:50-53¢s@&hmeasures would better position the country to
fully benefit from EU Accession and to better mamabe effects of the global financial crisis, by
strengthening Macedonia's international competitess. In addition to the policy measures directly
recommended for deepening trade and fostering atmmy, the following complementary policy
initiatives would be required:

Advancingenterprise restructuringprivatization) and the promotion of strongearket competition
(improving product market regulation and de-regatat

Adjusting thelife long learning systento market needs, encouragitapor training by firms, and
improving the supply of (selected) skills by po$sibeviewing migration rulesfor labor market
segments where the skills-gap is binding;
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Political resistance to the trade and innovatiomsnees associated to the proposed strategy iy likel
to be comparatively low, with the exception of eptese restructuring efforts.dnpensatory policies
for workers negatively affected by enterprise redtiring should be considered;

Preliminary evidence on the positive associatiotwben access to non-banking finance and total
factor productivity suggests further examinatiorhaf role of non-banking financial institutionstive
selection of investment opportunities and thustdring growth in Macedonia.

Summarizing, there are starting point to introdgdnigh integration for structural adjustments and
growth:

Faster productivity and quality catching — up;

Faster wage catch-up;

Faster upgrading of commodity structure leading taster disappearance of asymmetries in income
and price-elasticities;

Impact on invisible and income accounts: more tiauk transport services (balance impact neutral);
more tourism in both directions; more deficits ther services (here lies one of EU’'s comparative
advantages; more personal transfers;

Impact on capital movements: more FDI and portfoliestment; easier access to credits and better
conditions for debt servicing;

Greater pressure towards reducing the “undervaloiatof the national currencies: speed up of
institutional changes and market functioning wilcriease convergence of price structures; more
pressure to achieve a higher level of internatigneithasing power because of greater tourist flows
and more imports; more pressure to achieve monetabylity and use of the nominal exchange rate
as an anchor with the view of coming closer toNtaastricht criteria;

Greater openness of EU market.
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Abstract

The last decade has witnessed the dynamic emergéreatrepreneurship research worldwide. There
seems to be widespread recognition that entrepremigus the engine driving the economy and society
of most nations. Entrepreneurial activities haverb®und to be capable of making positive impact on
the quality of life of the people and the econonfiyacnation. Thus, entrepreneurship, entrepreneurial
activities through venture-some and enterprisirftel®ur are the necessary lubricant that oils theek

of progress economy-wide. Studies have establighgubsitive relationship with stimulation of ecanic
prosperity, employment generation, poverty allesramong others. Financing is a challenge to |scce
for any entrepreneur. It follows therefore that #iesence of necessary oiling of the wheel of pssggre
through appropriate financing will vitiate the pos contributions of entrepreneurs to economy
development.
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1. Introduction

At the start of the 1980s, majority of European ntdes experienced an economic downturn.
Unemployment was high and the neo-keynesian approfadeficit spending led to budgetary and
monetary problems in a number of countries. Govemishad to look for alternatives to intervenehia t
economy. Different measures at local, regionalionat and European levels were set up in order to
assist SMEs. It did not take long before SME policame a patchwork quilt of complexity and
idiosyncrasy. The Nigerian economy is not left afitthe economic downturn, the economy is in
doldrums. Government have persistently failed dber years to fulfill the obligations to manage the
economy properly and cater for the wellbeing of ¢izens. Financing is a challenge to successifigr
entrepreneur. However, entrepreneurs wishing t athusiness in a distressed urban area faceaspeci
barriers to access. These barriers generally irdtk of verifiable market information, limitedaass to
capital markets, cost of technical expertise, nlj and racial discrimination, reluctance and risk
aversion of bankers and underdevelopment of seatding and business angel investors. While in the
United States analysis shows the existence of & watge of types of finances, in Europe there is
certainly a major need to stimulate them, as thieynat sufficiently widespread. Among these finagci
options are: personal credit; micro-angels; bark@edit unions; government assisted financingridyb
programmes bringing together banks, governmentd@matlations; and private seed and venture capital.
One of the main characteristics of an entrepreakarea is the offer of a hybrid variety of finaaci
instruments. Policy must therefore, especially iordpe, look at innovative ways to stimulate
entrepreneurship in combination with innovativeafining schemes. Innovative approaches to financing,
together with measures tackling the demand issoeldghoe part of a local policy aimed at creating
economic growth and employment in distressed uré@as. The North American analysis, while
indicating some methods for improving access tarfoe (via the improvement of sources of data on
market analysis and the use of tax credits), umdsrlthat money is not the most important aspect of
entrepreneurship, and that public programmes camy lrapital closer to the entrepreneurs but they
cannot bring the entrepreneurs success. Capital beusvedded to understanding of the market, good
planning, mentoring and advice. Entrepreneurs dendhat not all money is the same. They take into
account several criteria when considering differeotirces of finance for their ventures. To achieve
successful and profitable business developmestriecessary to ensure that the right type of maey
matched to the real risk involved. For a startwithh no income until the product is fully developdathe
first sales are made, debt finance is rarely the beurce of external finance. Debt finance is Igua
secured on assets. The longer or the more uncénaiperiod to exit, the higher is the collateegjuired.
Moreover, the riskier the project, the higher thécapated reward needed to attract investors. afbeg,
financing instruments should include a wider rangéinance sources. Enhancing entrepreneurship and
encouraging people to set up their own businesees dot make sense if good projects do not find
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appropriate financing. And despite recent intenegiromoting venture capital and business angeld, a
the very liquid position of banks, the problem a@icess to finance is still not solved, as shown by
different surveys. Evaluation of the different pas stressed the methodological problems in ityeémd
policy impacts, the overall conclusion was rathegative. In particular, evaluations showed thay enl
few small businesses appeared to be willing to@tcegpport. However, entrepreneurs wishing to start
business in a distressed urban area face speaisrbdo access. These barriers generally indiade of
verifiable market information, limited access t@ital markets, cost of technical expertise, redtinand
racial d125iscrimination, reluctance and risk aver®f bankers and underdevelopment of seed fingnci
and business angel investors.

2. Conceptual Framework

There is no consensus on the definition of smallmedium scale enterprises (SMES) as the termd smal
and medium are relatives and the defer from inglustid country to country . The deference amongst
industries could be as ascribed to the deferentataypuld arise as a result of differences in stdal
organisation of countries at deferent stages afi@nic development . what might there for be defiasd
SME in a developed country can regarded as a ksagke enterprise in a developing country , using
such parameter as fixed investment and developroenbe labour force . it is important also to
recognizes that definitions changed over time aedcé , even in a developing country what was
previously classified as SME could be regarded Bsge-scale industry when the quantities of raiéva
parameters change during the production proceds. Nigeria, several attempt have been made to
defined and classify SMEs , and probably due téexihces in policy focus, different government
agencies apply various definitions. For instandle, center for industrial research and development
(CIRD) of the Obafemi Awolowo universities, lle-iiccording to Obitayo (1991), defined small-scale
enterprises as enterprise with a working capitaebaot exceeding #250,000 and employing on full
time bases , 50 workers or less . The Nigerian danicommence and industry (NBCI) adopted a a
definition of small-scale business as one withl todgital not exceeding #750,000 (excluding codantl

but including working capital). The federal minstof industry’s guidelines to NBCI defined a small
scales enterprises as one with a total cost naeshg #50.000 (excluding cost of land  but inahgdi
working capital). The Nigerian industrial developmhéank (NIDB) defined small-scale enterprisesras a
enterprises that as investment and working capatakexcceding #750,000 why its defined medium scale
businesses as those operating within the rangé760/000 to #3,0million in 1979, the central bark o
Nigerian (CBN), In its credit guideline to commexicbanks, stated that small scale enterprises where
those with annual turnover not exceeding #500,00evthe merchant bank where to regard small scale
enterprises as those with capital inverstment moteding #2milloin (excluding cost of land) or with
maximum turnover not for more than #5milloin. Enmgat evidences have show that prior to the late
19th century, cottage industries, and mostly siamadl medium scale businesses controlled the economy
of world giants like Europe and America. The induastrevolution chanced the status quo and
introduced mass production. The Small and MediualeSEnterprises (SMEs) development facilitates
the globalization of human and capital resourcegatds economic development, in general, and the
rural sector, in particular.

12t
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

They have been identified as a vehicle for emplayngeneration and providing opportunities for
entrepreneurial sourcing, training, development eamgpowerment. Developing nations such as Nigeria
characterized as low income earners by the WorldkBaalue small and medium scale enterprises
(SMESs) for several reasons.

Borkowski and Kulzick (2006) list the interplay tvefen entrepreneurship and environment as follows:

a) New venture strategies are formed in responsevicoemental forces;

b) Entrepreneurs are negative towards and will resigtical interference; and

c) Unstable environments are negatively related tavtjr@pportunities.

3. Literature Review

Entrepreneurship is more than simply “starting aitess.” It is a process through which individuals
identify opportunities, allocate resources, andaterevalue. This creation of value is often throtigh
identification of unmet needs or through the id@dtion of opportunities for change. Entrepreniips

is a combination of mindsets, knowledge and skils mindsets take shape at an early age,
entrepreneurship is something that should be fedtérhis is the ability to rapidly sense, act arabiise
even under uncertain conditions through posititieude and possibility thinking.  Entrepreneursbgn

be defined as the process of using private inigato transform a business concept into a new ventu
or to grow and diversify an existing venture oregptise with high growth potential. Entrepreneysshi
means doing a new thing or doing thing that areaaly being done in a new way. Entrepreneurship has
been recognized as an important aspect and funugiarf organization and economies (Dickson et al,
2008). It contributes in an immeasurable ways towareating new job, wealth creation, poverty
reduction, and income generating for both goverrinagwl individuals. The list of the definitions of
entrepreneurship is endless. This author seeksriwiloute the following six (6) definitions to thierm
entrepreneurship

a. An entrepreneur is the person (the subject), ergneurship is the process (the verb) and new
venture or enterprise is the creation of the pessahthe output or outcome of the process. (the
object).Oluwasanya.A.T (2016).

ENTREPRENEUR ENTREPRENEURSHIP ENTERPRISE
The Enabler/'The Actor The Process/The Act The Output/Outcome
Subject Verb Object

Source: Oluwasanya.A. T (2016)

b. In the words oOLUWASANYA A.T (2016), Entrepreneurship is the process of setting ufsone
own business as distinct from pursuing any othesnemic activity, be it employment or
practicing some profession. The person who setigihsiness is called an entrepreneur. The
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output of the process, that is, the business gnitailed a new venture or an enterprise. The
following outcomes manifest speedily:
i. A new venture or an enterprise.
ii. Value
iii.  New products/services and processes
iv.  Profits and other income streams
v.  Growth.

c. Entrepreneurship is a focused, purposeful andigesattivity of identifying a need, mobilising
resources and organising production with a viewelwvering value to the customers, returns for
the investors and profits for the business. Enérepurship is therefore the outcome of a dynamic
interaction between the person(Entrepreneur) amémiironmentOluwasanya.A.T (2016

d. Entrepreneurship is the process through which iddals identify opportunities, allocate
resources, and create value. This creation of valugten through the identification of unmet
needs or through the identification of opportusitisor change. It is the art of being an
entrepreneur which is seen as "one who undertakewvations with finance and business acumen
in an effort to transform innovations into economi®ds Oluwasanya, A.T (2016)

e. Entrepreneurship involves capturing ideas, nurguramd converting them into products or
services and then establishing a business outlbtthe fixity to take the products to the market
place for consumers and customers to purcl@sevasanya.A.T (2014)

f. Entrepreneurship is the physical manifestationroeaterprising behaviour in tandem with the
potencies, willingness, ingrained ability and calitgtto successfully run a business or venture.
Oluwasanya.A.T (2014)

From the foregoing, this author seeks to contriléeunder-listed acronym to the term entrepreigurs
E:xamine needs, wants, and problems.
N:ote and narrow down the possible opportunitiesrte specific "best" opportunity.
T:otal commitment with high work ethics
R:eliable and passionate
E:nterprising personality and behaviour
P:roactive and pragmatic
R:elationship Management expert
E:nergetic and competitive by nature
N:ever allow reactivity or limiting belief
E:mphasise on key performance indicators and crisiaecess factors of the business.
U:nderstanding of the need for commitment and highkvethics.
R:ealistic and positive accomplishment and crealestruction
Seized by passion and fixity of purpose to makegsihappen positively for the business.
H:ighly focused and motivated
I: nnovator with inner drive for success.
P:ossibility mentality
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SOURCE: OLUWASANYA AT  (2012)

Entrepreneurial Concept

An enterprise also does not need to be small andtode entrepreneurial. There are two (2) ways in
which organisations can be entrepreneurial:

ul

E

| o

Over the longer termby eliminating excess bureaucracy, while strivitoag make the total
organisation more entrepreneurial.

In the shorter termby creating entrepreneurial units that operatepeddently of themother
ship’.

The latter approach is most conducive to self-retiéwfast changing industries because there maybe
long-term future unless fast action is taken. Whilery-one in the organisation should be encouréged
be more entrepreneurial, in practical terms it adlimore effective to initiate some separatiorheftasks

of delivery and self-renewal. The larger, more lstapart of the organisation can then focus on the
delivery of existing services while new entreprer@uwnits can lead the self-renewal efforts

Entrepreneurial

This is the behaviour of the entrepreneur in theketgplace. To be entrepreneurial, an enterprise ha
to have special characteristics over and abovegbeéw and small. Indeed, entrepreneurs are a
minority among new businesses. They create sontetmew, something different; they change or

transmute values.

Entrepreneurial endeavour consists of the followg key elements:-

New business venturing or corporate venturing. Thithe creation of a new business within an
existing organisation through redefining the cony&rurrent product, services and developing
new markets

Organisational innovativeness. This refers to pebdund services innovations with emphasis on
development and technological innovations. It alsmlves new product development, product
improvements, new production methods and procedures

Self-Renewal. This is the rapid development andsfi@mation of an organisation through the
renewal of the key concepts on which it is butlinherently denotes strategic and organisational
change connotations in forms of redefined busineasepts and reorganisation

Pro-activeness. This involves initiative, risk taiand being aggressively competitive while
thinking and acting in anticipation of change. Rtoee organisations are leaders in any industry
they belong.

For an entrepreneur, below are ways of obtaininarice in Nigeria:-

a. Personal Finance/Personal savings

All that is required to fund the business is theapreneur’s personal savings. This may be saviogs
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his day job or from sale of personal assets. Pafsavings from previous jobs done which have been
accumulated by way of surplus overtime. When iobees sizeable, it is then used to start the busines

b. Family and friends

One of the sources of business funds is family ne¥mhnd relatives. Borrowing from friends, parents,
siblings, uncles, is significant and good if yourmfrom a family where there are able and capable
people to lend you. Sometimes they offer such memé@yhout asking for interests and you don’'t have
service the debt. In some families, they have mgeton how to collectively support one of their oln

is a common practice in Nigeria.

c. Commercial banks

Nigerian banks often give loans to individuals foany reasons but not without collaterals. Colldsera
are property or something given to the bank inglaicmoney borrowed so that the bank can sellhaif t
thing and recover their money. Bank loans can l@ssdied into short, medium and long term.
Commercial banks in Nigeria provide loans for gmte@eurs who are able to meet certain conditions.

d. Microfinance banks

Unlike commercial banks, microfinance institutioase meant to serve small business owners and
entrepreneurs. They are not as big as commeraikkand nearly never have more than a branch or two
With a microfinance bank there are more friendlteiast rates and less requirements. Due to their
financial strength, they mostly provide small loahgloubt one can get a loan of 10 million from a
microfinance bank.

e. Cooperative societies

Every business person in Nigeria is familiar wittoperative societies. A group of like-minded people
can pool their resources together and help onéhanothe key requirement is active membership ef th
society, paying all dues and fulfilling all obligats. In Nigeria, people often join co-operativeisties
and borrow so as to generate business funds. Theyodey sharing in turns, in that a huge percentége
their savings are given to members to start busing$ it.

f. Grants

Grants are non-repayable funds provided by govenisferganizations to successful applicants who have
gone through a screening process. Every year,omslliof dollars are awarded in grant worldwide for
business, research and other activities. In Nigdrere are grants available for entrepreneurarid their
businesses. Since applications are screened, emegps have to meet all requirements of the oideri
body.
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g. Non Profit/Angel Investors

An angel investor. angel investors usually gstakein the business in exchange for their capital (and
sometimes mentorship). An angel investor can atsa friend or family member making this financing
source an overlap with family and friends abovegénnvestors can collaborate with one another to
form what is now called ‘Angel Investor NetworkdNGOs are often owned by High-networth
Individuals, so these philanthropists dole outasaramount of money from time to time to help peopl
(Emeka Offor or Tony Elumelu Foundation etc) Sthg for funds from nonprofits is one of the
sources of business funds because they often spodsaduals.

h. Venture Capitalists

Venture capitalists are group of investors who @tvie growing businesses with great potential. Thei
aim is to fast track growth in already existing inesses. Venture capitalists include groups of thgal
investors, investment banks and other financiditutgns.

i. Leasing

Leasing is another source of funds; where the mtaprof a business will take some of the assedsl us
for the period on lease coupled with an agreemarttaw periodical interest will be paid on the lehse
items. This is an option to an outright purchassumh assets.

j.  Hire Purchase The hire purchase method is a popalace of funds for the entrepreneur. He

takes the required asset on credit and makeslmstal payment as agreed over a period until coraplet
repayment is made.
k. Credit Purchase

It could also be through credit purchase whereptiogrietor is allowed to buy goods on credit frdme t
sellers and repayment made after sales.
|.  Apprentice Scheme

The apprentice scheme is another source of fund&atba new business. An apprenticeship relatipnsh
is a two-faced transaction. One is provision oblatservices by the apprentice to the guardianievthe
other is the provision of training services andicai business capital by the guardian to the agjme.

m. Smedan

Small and Medium Enterprises Development AgencWigleria is an agency was set up by Nigerian
government to support individuals who have greairimss ideas but may not have enough resources to
execute them. SMEDAN is one of the sources of mssirfunds in Nigeria. They are located in all 6
geopolitical zones in Nigeria and the FCT. If yavé a good business idea, just forward an appiicati

to SMEDAN oninfo@smedan.gov.orgnd await their response.
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n. Partnership.

When we hear names like PZ Cussons (Paterson arb#ig) is a good example of how partnership can
transform businesses. Partnership means two indilsdooling their resources and using it to fumairt
business ideas which may not be funded by one petkme because of huge financial implication of
such businesses. To form a partnership, the twéiepamust trust each other and each party’s
contributions must be clearly defined.

0. Bank of industry

Bank of industry gives loans to small, medium aady¢ industries, excluding cottage industries. They
also borrow to credit worthy promoters who will tegjuired to prove their commitment to the project.
Part of their objectives is to lend to clients witmonstrable ability to meet loan repayment.

p. Bank of Agriculture

Individuals who do not have money to go into adieeé businesses may borrow from bank of
Agriculture. They provide credit to segment of Nigerian society who has little access to the ses/of

the conventional banks. Bank of Industry is owngdlentral Bank of Nigeria and Federal Ministry of
Finance and supervised by Ministry of Agricultutés obviously owned by Federal Government of
Nigeria. Bank of Agriculture operates as converdldmanks and they give loans to farmers who meet
certain conditions.

g. Equity: This is the owner’s fund contribution in busing$ss also calledisk capital. This is the
most reliable source of funding in business. Fpuitless pressure on the entrepreneur even if the
business failed. This money is raised from pasnhgawf the entrepreneur. It may be contribution
from friends, relations etc. The important thinghiat there is no commitment of repayment on the
entrepreneur.

r. Institutional Arrangement

Government creates enabling institutions that diyear indirectly provide finance for

SME operations. Institutions created to provideclifinance for SME operations include

the following:

i. Bank of Industry (BOI) formerly Nigeria IndusatiDevelopment Bank (NIDB).

ii. Nigeria Bank for Commerce & Industry (NBCI) naefunct.

Nigeria Agricultural Cooperative & Rural Developmemank (NACRDB), formerly Nigeria
Agricultural & Cooperative Bank (NACB).Nigeria Exgemport Bank Institutions created to facilitate
the flow of funds to SMEs through capacity buildingovision enabling environment includes the
following:

Small & Medium Enterprises Development Agency ofj&fia(SMEDAN)

Nigeria Export Promotion Commission (NEPC).
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Nigeria Investment Promotion Commission (NIPC)
Relevant Government Ministries, Departments &Ageranvolved in SME finance promotion, etc.
S. Governmemdicing Programmes
Government financing programme are either direandirect. Direct financing programme involves
direct dispensation of cash, equipments and otbemd of capital to various SME promoters.
Example:
Small Scale Industries Loan Scheme by FMF in 196% defunct
Tractor Hiring Scheme by Federal & State Governmment
Keke NAPEP and other Small Loan scheme by the NaticAgency for Poverty Eradication
Programme (NAPEP), etc.
Indirect financing, on the other hand involves dfig some form of guarantee to a third party to
provide finance to SME promoters in a particulastseof the economy. Examples are:
World Bank assisted loan scheme — guaranteed atigeblyederal Government
Central Bank of Nigeria's Financing Schemes
Agricultural credit guaranteed scheme fund (ACGSF)
Trust Fund Model (TFM)
Interest Draw Back Programme (IDP)
Agricultural Credit Support Scheme (ACSS)
Commercial Agriculture Credit Scheme (CACS)
Small & Medium Enterprises Equity investment sche®RIEEIS)
Microfinance Policy, Regulatory & Supervisory Franurk
The above sources are sometimes supplemented g &nd capacity building programmes provided
by some Non-Governmental Organizations (NGOs) akldpment partners. Institutional Credit to
SME’s. Total credits granted by development firmmastitutions (DFIs) more than doubled from
pre-consolidation level of N15.4 billion in 2005 N83.9 billion in 2007. Similarly, Central Bank of
Nigeria's indirect funding programme credit to SMise from pre-consolidation level of N15.4
billion in 2005 to N30.1 billion in 2007.
t. SME Development fund (SMEDEF)
The small and medium Enterprises Development Agaridyligeria (SMEDAN) is one of the main
proponents of the idea of SMEDEF.

O O O O O O o o o

The argument here is to create a Trust Fund to heaged by a Board of Trustees for SME
development. The success of such a fund will tleeeflepends on the success of income accruable to
it and the quality of its Board of Directors' deoiss for investment of the Funds for SME
development.

u. Credit Guarantee for SM
The idea of Credit Guarantee had been proposed ¥ery long time now. any Business Membership
Organizations such as Nigeria Association for Sraatl Medium Enterprises (NASME) have at one
time or the other called on the Central Bank ofe¥ig to extend the to SMEs. However, the difficulty
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herelies in the huge capital requirement for gu@ercover and the high risks associated with SME
operation in Nigeria, arising from the near absesfaefrastructure.
V. SME FinancenBa
NASME has toyed with the idea of establishing anESfihance bank for a long time. They have also
called on the Federal Government to establish & lpanely devoted for the funding of SMEs in the
country. However, the same problems of infrastmecind the uncoordinated nature of SME operations
that has denied the sector access to banking systante makes the idea unattractive to investors f
now.
W. Equipment Leasing Peogme
The idea here is to establish Equipment LeasinggShdere SMEs engaged in real sector operations in
agriculture, processing and manufacturing can fital operating instruments needed by them at a
minimal cost. The Brazilian government is runningimilar scheme for its citizens. Stakeholders doul
fund those shops for procurements of the needeigpments which the Shop Operators can loan to their
customers for business.
X. Warehouse Recefpisnce (WRF)
The Abuja Securities and Commodity Exchange isenily sensitizing the citizens on the benefits of
WRF especially for farmers and products manufacsume the country. The idea here is to pass a
national legislation that will set up body that ikgister warehouse operators. Farmers can be
organized into cooperative groups to take advantdgiis programme to finance their post-harvest
obligations to alleviate poverty and products wgsta
y. Equity Investment Financing Equity investment fioiag for SME projects is a programme that
allows financiers or fund providers to be part omnef the projects they fund with the
promoters of those projects. The SMEEIS is a atasgixample of equity investment financing
in Nigeria.
4. Conclusive Remarks and Policy Recommendations
The study reveals the existing gap in entrepreaétinancing for the benefit of the populace and th
economy, that is, the "absence" of long-term fugdh equity type. The following recommendations
are valid:
SMEDAN and NASSI should as a matter of urgent dugate a way of constantly educating the
entrepreneurs/members on the essence of propeaurdgcprecords/information keeping so as to
facilitate the SMIEIS operation.

That all parties to SMIEIS should make meaninghputs to the feasibility studies to ensure
credible workable package; to save time and ressurthe mutual benefit of stakeholders.

That since the banks would be on the boards as agelparticipate in the operations of the
enterprise, some of the management inadequaciefdstaher be noted for remedy on take-off of
the scheme, rather than allow such to delay or ewake for outright decline of a potentially
viable scheme.
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That the Memorandum of Understanding (MOU) showddsb couched/framed as to ensure the
success of SMEs finances, and also have a plamxiteday gradual redemption annually until the
last agreed period, to avoid getting them finahgciadndicapped.

Banks should vigorously pursue Public enlightenmgnoigrammes and continuous training of
staff handling SMIEIS

Government should allow SMEs enjoy tax incentivashsidies and other fiscal and monetary
incentives so as to reduce high cost of production.

That the Central Bank of Nigeria and Nigeria Deptssurance Corporation need to strengthen
and update their supervisory machineries in linda whe sophistication and emerging challenges
of equity Investment of SMEs.

That there is need for strict adherence to andreaheent of all existing and future legislation on
ethical standards against the current high andeasing unethical conducts in the Nigerian
Financial System so as to alleviate the fearsalettolders on the integrity of bankers.

That there is urgent need for banks to enter ittateggic alliance among themselves for cost
reduction in the acquisition and usage of inforomattechnology and equipment for effective
implementation of SMIEIS.

Government should provide a congenial environmenttlie operation of venture capital and
business angels financing (business entreprenauanaltoring) so as to enable them to provide
risky start-up capital for small business.

Government should also ensure active operationhef SME Credit Guarantee Scheme to
improve credit providers' exposure to longer tembtdssued by small firm managers, in such
areas as business plan development, feasibiliieguproject and analysis, book keeping and
accounting, performance evaluation, monitoring #tis could be organized before entry into
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FINTECH FIRMS OPPORTUNITY OR THREAT FOR BANKS?

Zoran Temelkov
Abstract
New technological innovations combined with the sexuences after the last financial crisis

created disruptive forces in the financial markBismely, during the last couple of years, vast nemub
FinTech start-ups have started to offer financiatpcts and services, previously offered by thekban

These types of non-banking financial firms are sigkhe banks’ comfort zone, since banks now
have new competitors to worry about. But although heavily discussed that FinTech firms are aomaj
danger for banks, they are even bigger opportdaitypanks as well. Whether FinTech will turn outo®
a threat or opportunity depends entirely on bapks@ach and desire for cooperation.

Key words FinTech, bank competition, disruption, finan@alvices,

1. INTRODUCTION

The last couple of years are showing increased t#vaisruptions in the financial markets. This
disruption is in terms of the digital revolution ish is taking place when it comes to financial sms.
The results from this digitalization of financiarsices is mostly felt by the banking sector beeaafghe
new form of entrants. Namely, banks are faced withv, technologically advanced, entrants in the
financial market. These new entrants are a potetaiager for banks because they are utilizing #test
technology and are becoming customer-centric servic

FinTech companies are operating with lower costs @e gradually taking over the customers
from the banks. For these reasons it is said kieset new companies are the biggest threat for bBuoks
at the same time they could be the biggest oppiytas well. Whether they will be a threat or
opportunity depends on banks’ future plans. Namady)ks could continue to conduct their traditional
business activities and neglect this threat (tlmseng market share bit by bit). Also, banks couéd b
proactive and initiate some form of collaboratioithvFinTech companies.

2. THE FINANCIAL SERVICES ENVIRONMENT

The last couple of years are marked with disrugtiand new challenges for traditional way of
banking. Alongside the traditional methods for offg and performing financial activities and seedc
the financial industry witnessed some major changésse changes have occurred as a direct
consequence of the financial crisis and advanctschmological innovations.

After the global financial crisis, banks have bdéaced with numerous challenges. One such a
challenge is the regulatory compliance. With otiwerds, because regulations are constantly evolving,
their implementation and compliance is becomingegpensive activity for banks (Peter Wong (2017).

" Prof. Zoran Temelkov, PhD, Faculty of Tourism and Businasyistics, University "Goce Delcev" - Stip, Macedomianail:
zoran.temelkov@ugd.edu.mk (corresponding author).
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The new regulated environment has left specifiere®us with limited access to funds, especially sece
to bank products and services.

In addition, there is a trend of increased poptylai new entrants i.e. FinTech companies which
are becoming direct competitors for financial seegi These new competitors have loosed regulatory
framework offering additional cost advantage ofTeich start-ups over the traditional banks. Moreover
this loosen regulatory framework combined with waive technology enables the FinTech companies to
provide their services to clients with limited ass@o bank services.

As it is noted by Drew Dahl et al. (2016), the riegjon is increasing the banks’ compliance cost.
This new regulation developed and implemented dlftercrisis, impacts some for the sectors served by
banks. Banks are seeing particular increase ireindatory cost when serving some categories ehtdi
These clients are usually the clients who mighirimee risky because of different factors. For instan
banks have limited their exposure to serve smatl aredium enterprises (SMES) since they are
categorized as riskier borrowers (World EconomicuiRp 2015).

The hindered access to finance for small and mediotarprises has forced the SMEs to seek
alternative lending sources such as FinTech fimgn¢Robert Wardrop et al. 2016). Consequently, this
underserved, category is creating opportunitiesfoifech companies to enter in the financial sewic
market. Accordingly, the entrance into “untappedirket enables the new technological companies to
gradually strengthen their position in the finahservices market.

For this reason many banks in US and globally eedirfg the pressure coming from non-bank
companies regarding the financial services offexifddpwadays, banks are witnessing increase nunfber o
vast FinTech start-ups. These start-ups are offesamvices which have been traditionally offeredthmsy
banks. According to CurrencyCloud (2016) the inseganumber of FinTech start-ups means that there
could be a FinTech company for each service offbsethe traditional banks. Moreover, the danger for
banks is not consisted only in the fact that netwegrts are offering the same or similar servicestelad,
one of the dangers is that these new entrantsfi@mng these services at lower costs and highex lef
accessibility (CurrencyCloud, 2016).

While in the past the bigger meant better, nowsdhig believe is taking another direction. Namely,
being a big bank has been an advantage but insaof @ncreased number of new entrants this migfnt tu
out to be a drawback. The danger doesn’'t come Bedazfithe new entrants, but because of the wag thes
new competitors are conducting their operationscaBee these new competitors are focused on
utilization of technological innovations for therpase of decreasing operating costs and elimindtiag
need of physical locations. Something which is maJaaracteristics of the big banks i.e. high opegat
costs and a network of physical location.

Another weakness of traditional banks is that thafyer from a complex corporate structure and
high degree of bureaucracy as well as higher lefebperating costs (Degryse, Hans et al. 2007).
Unlike banks, FinTech firms don't need to implemergmplex organizational structure. These
movements in the financial services industry arescey different trends

One such a trend is the consolidation. Namelybdmaking sector in US is witnessing increased
level of consolidation, where the number of banks Hecreased. Meaning that from 7,357 banks in
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2011 the number of active banks has decreased toW®58 banks until June 2016 (Manatt (2016). At
the same time, while the banking sector is markitkd @onsolidation, the FinTech sector is charazéesti
with an expansion where the size of investment&nifech sector as well as the number of Fintechdir
is constantly growing. Graph 1 is providing ovewiabout the trends in global financing activity for
FinTech sector. The multiple increase in FinTeclafficing is evident from the graph i.e. from 1000
million in 2008 the amount of financing has incediso more than 3000 million in 2013.

150

2,500
100 =,
»EQ) re— 2.000

2008 2009 2011 2011 2012 20

Graph 1: The growth of global investment in theTech sector from 2008 to 2013
Source: Philippe Gelis and Timothy Woods (2014) éTRise of Fintech in Finance How FinTech is reshgphe finance

sector and how you handle your money”, Kantox, pp.4

The Investment amount has increased at fasterfpad¢ke next couple of years. The investment
activities in 2016 have been more than 15 billiérdallars (Andrew Meola, 2016). It can be notedttha
the FinTech firms are gaining on tractions, andytlaee becoming highly popular finance service
providers. The sheer size of investments in FinTigohs is one supporting factor about the increased
popularity of the this new industry..

The financial services environment is subject tonacous changes after the 2007-08 financial
crisis. Banks are faced with numerous challengethénpost-crisis period. One of the most important
challenge is the regulatory compliance issues. Bamded to comply with much stricter regulatory
framework. In addition, customers have lost confimein the banking sector and they are turning to a
non-bank alternatives for their financial needs.

These new trends and challenges have created adFirffiendly environment. Thus offering the
possibility for FinTech start-ups to be created detleloped. Although they are capturing small size
the financial services market, they are thoughapotential disruption of the financial sectonTéch
companies are heavily considered as banks’ newestm®st serious competitor with the potential teeta
over their activities (at least in the long runnFech already has some adverse effect on bankatopes,
but the strength of the impact is yet somethingkbarould cope with.
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3. IMPACT OF FINTECH COMPANIES ON BANKS

As a result of tighter regulation banks may tryinat the availability of their services for specif
categories. This is where FinTech companies cone ptace, and these excluded categories are
representing adequate starting point for non-bamntial companies. Moreover, with the development
and growth of the non-bank FinTech lending firmesnks are faced with decrease in their customer. base
This decrease in customers is also accompaniecktneasse in profits, meaning that not only banks are
losing customers but also they are faced with lowsafits (CurrencyCloud, 2016). For instance,
companies such as LendingClub are overtaking pliétbusiness segments out of the traditional banks

According to Currency Cloud (2016) these trenddeasfrease in customer base and lost profits has
initiated the need for banks to make alliances WitiiTech companies. Banks should seriously consider
the possibility for partnering with a FinTech com@s if they want to enjoy stable profit levels. ariel
Drummer, et. al. (2016) are stating that becausbeobwift development of highly efficient compets,
banks could realize a decrease in their revenupsoamately from 29 — 35%. On the other hand, if
banks start the process of digital transformatiortime, not only they will maintain their positiobut
they could also increase their profits (Daniel Droen, et. al., 2016).

Similar impact could be expected on the German ibgnksector as well. Namely, Daniel
Drummer, et. al. (2016) are stating that the ineedapopularity of alternative providers for finaalci
services could decrease banks revenues by apprekymz0%. Thus, the expected potential loss in
revenues, by itself is enough to force the banksdwsider prospective collaboration with FinTech
companies.

4. STRATEGIC MOVES FOR BANKS AND FINTECH COMPANIES

There are numerous expectations that FinTech famsrepresenting a disruptive force for the
banking sector. While this is not entirely falsésiinot entirely true as well because of the chiarestics
of banks and Fintech companies. This is in a way #ach participant has its own advantages and
disadvantages. The fact is that FinTech companieso#fiering financial services through different
channels and thus perceived as a major dangeafwiry sector. But on the other hand, banks atieein
financial services business for decades (even Kesjuand this experience has created some major
advantages. The most important being that banks laage customer base.

So, the statement that FinTech companies are higgager for banks currently is neither true nor
false. Whether it will become true or false, deeaod the steps undertaken by the banks and thed¢hnT
firms in the next couple of years. If they opt fetrategic alliances and mergers they could see a
synergetic effects. If they proceeded to competanat) each other in the race for providing finahcia
services, winner is yet to be determined.

Starting from the basics, traditional functionsfpened by banks are: accepting deposits and
providing loans, making a maturity transformatiord aaccepting the associated risks. These riskmtif
controlled and managed adequately, could resuliaink runs. While banks are highly dependent on
savers for the purpose of gathering funds, FinTamnpanies are not dependent on deposits (Hiroshi
Nakaso, 2016). This is because some FinTech coepane dealing with payment services while other
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might offer intermediation services such as P2@ifenplatforms, crowdfunding platforms etc. (Hirosh
Nakaso, 2016).

In addition, because of the way Fintech companieslact their operations, they are able to offer
personalized financial services (Hiroshi Nakasol6)0 This personalization can be achieved by
analyzing the big data, gathered through varioakst@ecause FinTech companies are based around the
utilization of technological innovation, they areora likely to provide customized solutions for thei
customers. On the other hand, it can be rathercdlif§ for banks to offer customized products and
services because they lack flexibility.

The aforementioned is representing only the basien it comes to the limitations or benefits of
being a bank or FinTech company. Entering intatesgria alliance or some other form of cooperation ca
produce different benefits for both parties invalv&able 1 is providing overview of potential batsef
and risks that could go along with cooperation leetwbanks and FinTech companies.

Table 1: Potential benefits and risks arising ftmank/FinTech cooperation
benefits brought by cooperatiopMain risks/concerns brought by cooperat

Main on

between banks and FinTech companies

between banks and FinTech companies

Enhanced brand reputation

Cultural fit

Expanded mobile banking functions

Cybersecurityass

Lower capital expenditure (e.g., due |tDifficulty in hiring qualified personnel to
reduced need for bank branches) make the collaboration effective
Lower cost of doing business Increasedigh risk of investment

access to customers in new geographies
Increased access to customers in younger
groups

aggal/regulatory issues

Technical complexity of integrating FinTech

functions

Source: Manatt (2016) “Growing together: Collaboration BetwRegional and Community Banks and FinTech”,
Phelps & Philips, LLP.

Manatt,

Some of the major advantages for both banks andeEmn companies when opting for
collaboration would be in the area of costs andornsr base. Namely, alliances would provide the
opportunity for decrease in capital expenditure kweer cost for conducting business activities. tBa
other hand, the adverse effects could be unveite@reas such as security, investment risk level,
regulatory and compliance issues.

The adverse effects should not be a reason forsbemkvoid FinTech companies, instead they
should work together to form an alliance and elatenthe potential risk. Regardless of the risks, th
strategic importance arising from potential pashgy and cooperation with a FinTech company isdein
recognized by banks. This is evident from the fioett many banks are entering in some form of
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partnership or collaboration with a FinTech firnkar instance, Radius Bank has started a cooperation
with the online lender Prosper in the area of peabktoans offerings (Manatt, 2016). In additiongitas
Bank is merging with Fundation in their plans toypde small business loans (Manatt, 2016).

Basically banks have two choices. The first onenag they try to keep their market share though
changes in their current business processes. Toadehoice is the possibility for a bank to elméo a
strategic alliance with a FinTech company. Seeggpiotential to increase the profits and custorasep
instead of battling the new competitors, some barkesalready initiating steps to enjoy the benefits
offered by technological innovations.

5. CONCLUSION

Throughout the years banks have managed to fird gleze in the financial market by offering
specific financial services and products. For mgegrs banks enjoyed a comfortable position with
limited number of competition or entrants that cbykopardize their profits. Nowadays banks are
witnessing disruption in their comfort zone. Thisrdption is coming from new types of firms based
around the utilization of technological innovatitor financial services. For the time being, onetlod
biggest misconception is that FinTech companiesakiag over bank business. While it is true timatyt
are strong direct competitors and they are hindeoemk’s comfortable zone, Fintech firms are wagkin
with only slight portion of financial services alaile (Peter Wong, 2017).

Although at the moment banks could continue toldortbusiness activates the traditional way,
they are facing major danger in the long run. Theger is coming from the growth potential of these
new FinTech companies who are growing at a fasiee gach year. Instead of waiting and see what
happens and instead of underestimating the dismiptwer of FinTech companies, banks could develop
a close collaboration with them. There is alreadyead where banks are partnering up with a FinTech
firm. Thu, at the end only the proactive banks wél standing, while the reactive banks will falhivel
and lose their market share, customer base anduese

REFERENCES

Andrew Meola (2016) “The FinTech Report 2016: Figiahindustry trends and investment”, Business
Insider.
(http://www.businessinsider.com/the-fintech-re@0t6-financial-industry-trends-and-investment-2016-
12).

CurrencyCloud (2016) “Banks and the FinTech ChgkenHow disruption has been a catalyst for
collaboration and innovation”, Currencycloud Wipiaper.

Daniel Drummer, André Jerenz, Philipp Siebelt, Mafihaten (2016) “FinTech — Challenges and
Opportunities”, McKinsey&Company.

Degryse, Hans et al. (2007) “Distance, Bank Omgtional Structure and Credit”, TILEC Discussion
Paper; Vol. 2007-018. Tilburg: TILEC.Drew.

14z
ISSN 2076-9202



||||||||||||||||||||||

International Journal of Information, Business and Managerivel. 10, No.1, 2018

Dahl et al. (2016), “Bank Size, Compliance Cosid @ompliance Performance in Community Banking”,
Community Banking Research Conference.

Hiroshi Nakaso (2016) “FinTech — Its Impacts ondfice, Economies and Central Banking”, Bank of
Japan, Remarks at the University of Tokyo - Bankagan Joint Conference in Tokyo on "FinTech and
the Future of Money".

Peter Wong (2017) “Fintech an opportunity, notraalh, to banking industry”, China Daily Hong Kong.

Manatt (2016) “Growing together: Collaboration Beam Regional and Community Banks and Fintech”,
Manatt, Phelps & Philips, LLP.

Philippe Gelis and Timothy Woods (2014) “The Risd-mtech in Finance How fintech is reshaping the
finance sector and how you handle your money”, &ant

Robert Wardrop et a.. (2016) “Breaking New Grourd$he Americas alternative finance benchmark
report”, Cambridge Centre for Alternative Financigril and Polsky Center for Entrepreneurship and
Innovation.

World Economic Forum (2015) "The Future of FinTecA Paradigm Shift in Small Business Finance”,
Global Agenda Council on the Future of Financin@&pital, OctobeflREF 131015.

14z
ISSN 2076-9202



||||||||||||||||||||||

International Journal of Information, Business and Managerivel. 10, No.1, 2018

CULTURE AND ENTREPRENEURSHIP DEVELOPMENT IN TIV

LAND, BENUE STATE-NIGERIA: AN OVERVIEW

Asenge Emmanuel Lubem
Department of Business Administration,
University of Agriculture, Makurdi
E-mail:easenge@gmail.com

Tsetim James Tersoo
Department of Business Administration
University of Agriculture, Makurdi
E-mail:;jamesttsetim@gmail.com

Soom Alexander Terna
Department of Business Administration
University of Agriculture, Makurdi

Abstract

Individuals are born into certain already consedctenvironments', which are an important source of
culture and cultural learning, and therefore, haveonsiderable impact on the individual's behaviour
beliefs and decisions. Culture is one factor tixglagns why different societies or groups haveeddéht
entrepreneurial instinct. The study explored thiatienship between culture and entrepreneurship
development in Tiv land, Benue State. Specificdlig study identified cultural values such as refig
peer group, family system, saving and investmehticiand gender role values and examined the level
at which they affect entrepreneurship developmanBénue State. The study is based on review of
related literature on the relationship betweenucaltand entrepreneurship. The findings of this ystud
indicates that cultural factors discussed in tliehysplay a significant role in determining the egesrce

of entrepreneurs and the development of entrepreniguin Benue State. The study concludes that
culture not only influences entrepreneurship lebelsalso has an influence regarding the prefguegds

to entrepreneurship, such as new venture startise siudy recommends that parents and childrenvin Ti
land should develop a new set of positive valuas dltract and facilitate entrepreneurship develmm

in the state, and entrepreneurs in Tiv land shbaldware of the multiple influencing factors in State
and develop the ability to correctly gauge oppaties

Keywords: Culture, entrepreneur, entrepreneurship, entreprehg development.

Introduction
Entrepreneurial behavior has dramatically increasethe last few decades due to its importance for
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development in many countries that have emergieigds in their socio-economic development (Turker
& Selcuk, 2008). The world is realizing the importa of entrepreneurship which is the source of
self-employment as well as economic developmentédflal. 2010). Entrepreneurship thus occupies an
important place in the process of economic devetpmlt has become a key concept in social and
human development discourse and it is considerddctor of economic and human development
(Abubakar, 2010). Entrepreneurship is increasiriggyng identified as a primary engine of economic
growth (Wenneckesget al. 2007). Consistent with this position, Osemeke 1@)0asserts that
entrepreneurship in individual and national develept is very strategic both in developed and
developing countries because it is an antidoteowegty and underdevelopment. The desire to start a
business is usually influenced by the socializagwacess, social networking, environment, parental
support and family business experience. Accordiniylitchell et al (2002) for starting a new business
many factors influence entrepreneur intention dksirability, feasibility, and entrepreneurial espace,

but it varies from culture to culture and nationnition. Every country has its own culture, itsuess,
norms and beliefs that affect the entrepreneunignition, at some stages the culture plays an irupor
role in decision making. Morris (2005) explainstttigre is a major difference in cultural valued #me
norms across the cultures which influence entrequmeal activity within that country or region. Cutal
values are the essential elements about entrepetmewvhich influences the behavior of people in a
society (Turker & Selcuk, 2008). Differences in taudl traits are usually given as explanation for
disparities in entrepreneurship orientation of avadi regions or ethnicity. Hence, many cultural
entrepreneurship studies that seeks to determigeirtfiuence of ethnicity, religion and race on
entrepreneurship attitude of different people, Haeen undertaken (Hofstede, 1991; Morris: 2000).
Business value formation is influenced by the satilbural and personal background factors which are
age, ethnicity, religion and education of the imdiial (Alwis & Senathiraja 2003). The moulding bkt
entrepreneur is found to be deeply rooted in tleoscultural factors surrounding people in a societ
According to Hayton (2002) culture is such a fadtmat causes differences. Hayton (2002) states that
economists, sociologists and psychologists obseniéidrent levels of entrepreneurial activities in
different countries. Hayton explains these diffesswith four different associations. These incjude
needs and motives, beliefs and behaviors, cogniaod cultural values. However the focus of this
paper is on cultural values due to the widely Hmdtiefs that cultures have an effect on entrepneshdgu
(Thomas & Mueller, 2000; Guiso, Sapienza, & Zingal2005; Davidsson, 1995). Hayton (2002) explains
that certain cultural values, as described by ledist leads to more entrepreneurial activities aad h
explains why those cultures have more entreprealeactivities.

Different theories have argued that entreprenepirdbivelopment is affected by cultural values. Ragso
(1951) in his theory argued that entrepreneuriaettgment is a function of the form of society and
characteristics of its culture. Parsons (1951) wiade extensive studies of socio-cultural institugio
asserts that the family plays a significant rol@umsing entrepreneurs. Levine (1969) in his theogued
that children’s socialization affects their abdéii and entrepreneurial pursuits. He concluded by
maintaining that if a higher status is to be ackievthrough an outstanding performance in one’s
occupational role, there is every tendency of paremparting in their children elements of
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industriousness and initiatives. The environmentvhich an individual is reared determines his urge
toward entrepreneurship. Economic opportunitiegleshandedly are therefore not sufficient condgion
for development to flourish through entrepreneyrshihus, the situation also requires some favoarabl
socio-cultural factors for entrepreneurship to fisk.

It is argued that culture plays a great role indima entrepreneurial mindset among the youths and
impliedly, it could hinder the development of epheneurship when its influence is negative. Because
societies are endowed by nature with different maynvironments, members of society must adopt
environmentally relevant patterns of behaviour thi@ve success. These environmentally relevant
patterns of behaviour lead to the formation ofeatdht cultural values in different societies, soofie
which influence the decision to create new buse®s¥hus, culture, as distinct from political, sbci
technological or economic contexts, has relevanc&¢onomic behaviour and entrepreneurship (Shane,
1993). According to Ottih (2014) in Nigeria greatides have been made in the development of the
entrepreneurial culture, and indigenous entrepmsnbave set up businesses in such low and medium
technology sectors as plastics, food processingles, breweries, auto and machine parts prodagctio
and pharmaceuticals, among others. The ensuing etdiop in the products and markets, and the
improved environment created by the government gikeng fillip to industrial and economic
development. Ottih (2014) further explained thdiilev some cultures have positive attitudes towards
ownership of businesses, crafts, and generally worwith hands and tools, some other groups accord
very low status to such occupations. A culture &éhabls and values hard work, personal achieve areat
successful business formation will definitely attranore of their people into entrepreneurship than
cultures that are not supportive of business verguSuch negative attitude inhibits the emergearidbe
entrepreneurial class from such groups. He addeattiie Ibos of Nigeria have a very positive ateud
toward business and they have established mangdss&s in many parts of Nigeria. There other adtur
or tribes in Nigeria that place high value on haotk and entrance into business. These includ& e

and ljebu sun-cultures of the Yoruba cultural grampOgun State and the Akoko sub-culture in Ondo
State. In the North and South-South geo-politicales, the Hausa-Fulanis, ljaws and other tribegslace
found to be enterprising.

Much of the research in entrepreneurship that densicultural variables has followed Hofstede’'s3(1,9
2001) seminal work showing how culture is manifdsie various forms, and how cultural values at
individual or societal levels are influenced byioa&l culture. According to this view, cultural /gifences
across societies can be reduced to four quangfidibhensions: uncertainty avoidance, individualism,
masculinity and power distance. The dimension ofewinty avoidance represents preference for
certainty and discomfort with unstructured or amiloigs situations. Individualism stands for a prefeee

for acting in the interest of one’s self and imnagelifamily, as distinct from the dimension of cofieism,
which stands for acting in the interest of a lamgeup in exchange for their loyalty and suppoawer
distance represents the acceptance of inequalipogition and authority between people. Masculinity
stands for a belief in materialism and decisiverrasiser than service and intuition. Using Hofstede’
(1980) concept of culture, researchers have inrgehgpothesized that entrepreneurship is factddty
cultures that are high in individualism, low in @n@inty avoidance, low in power-distance and high
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masculinity (Hayton, George & Zahra, 2002). In Berstate, Nigeria the business environment holds so
many entrepreneurial opportunities. With variousibess assistance policies in the State, the velati
cheap and abundant raw materials, cheap labour tf@droliferation of financial and commercial
institutions; the business environment is encoagapr business pursuits.

It is obvious that extant research on culture am@aonsequences on entrepreneurship are mainigaarr
out in the western countries. So far, little is Wmoof any similar studies in Africa, particularly Nigeria.

The gap between the cultural orientation of theettgped countries and Africa is exceedingly wide and
this makes the relevance of such results not aggicin the African perspective. This realisation
necessitated this study to empirically analyseitflaence of culture on entrepreneurship develogmen
with reference to Tiv people of Benue State in NayeA review of empirical works focusing on the effect
of culture on entrepreneurship development is toeid of this paper. The objective of this studyois
achieve these questions: What are the culturabsatat affect entrepreneurship development irarid,
Benue State? What is the relationship betweenralittalues and the development of entrepreneurship
Tiv land, Benue State? These are the questiongtilsateview hopes to answer. This will contribtae
our understanding of the cultural factors and thigely impact on entrepreneurship development in
Benue State. The findings of this review would ligm®licy makers and government, entrepreneurs and
business owners, university and research schalardasinesses among others on the effect of cuture
entrepreneurship development. Generally, the iesmitl recommendations would contribute towards our
understanding of the socio-cultural factors and kiwey affect entrepreneurship development.

To achieve this objective, the paper is dividea itliree major parts. Part one focus on the litegatu
review covering the concepts of culture and engegurship development. Part two focuses on the
methodology of the study while the last provides ttonclusion and recommendations as well as
suggestions for further studies.

Literature Review

The review of literature in this study would atténam understanding of the basic concepts underlying
culture and entrepreneurship development. Thisosettierefore, attempts to elucidate on the corscept
culture, entrepreneur, entrepreneurship and eetneprship development. The objective is to highligh
and explain the concepts relevant to our understgmaf the culture phenomenon. The review gives us
the opportunity to understand what the conceptuitiiee is, who or what an entrepreneur is and most
importantly, the meaning of entrepreneurship dgualent and the relationship that exists betweem@ult
and entrepreneurship development as well as clluadaes in Tiv land that affect entrepreneurship
development.

Concept of Culture

The term culture has been defined in a number gwaccording to Azende (2007) culture is the sdm o
attitudes, customs, and beliefs that distinguisimesgroup of people from another. Culture is tratisoh
through language, material objects, ritual, insbns, and art, from one generation to the nextstdde
(2001) defines culture as the collective prograngrhthe mind which distinguishes the members & on
group or category of people from another. The mgtagramming referred to by Hofstede consists of
shared values, beliefs and norms. These mentakrootss influence how people socialized within a
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particular culture perceive events; they also helgetermine what behaviors are considered apatepri
or inappropriate in various social situations. Adbog to House, Javidan, Hanges and Dorfman (2002),
culture has five basic characteristics: it is leanshared, based on symbols, integrated, and dynam
This study employs the four dimensions of cultwentified by Hofstede (1980, 2001) to indicate tthei
influence on entrepreneurship development. Thasemsions are: uncertainty avoidance, individualism,
masculinity and power distance. These dimensiomsliacussed in detail below:

Uncertainty Avoidance

Uncertainty avoidance specifies the preference dertainty and uneasiness with unstructured or
ambiguous situations. Furthermore, it explains @etgs lack of tolerance for uncertain, unknowm, o
unstructured situations. Hofstede (2001) definesetrinty avoidance as feeling uncomfortable with
uncertainty and ambiguity, and therefore valuindiefi® and institutions that provide certainty and
conformity. Hofstede intimated that cultures vary their level of acceptance for uncertainty and
concluded that schemes for embracing ambiguityaateast, partly influenced by cultural programming
Societies attempt to control uncertainty throughcitires systems in the form of rules, technolodéess
and rituals. The essence of this practice is todstalize the behaviour and attitude of members of a
particular community or society. Cultures that potenuncertainty avoidance favour orderliness inrthe
organizations, institutions and personal relatiams| will always prefer well-anticipated events.
Individualism-Collectivism

Individualism stands for society in which the tlestween individuals are loose. Individualistic audts

lay emphases on self-centeredness and mostly fmtusdividual goals. Accordingly, Hofstede (2001)
defined individualism as the relationship betwewss individual and the collectivity which prevails &
given society. Hofstede argued that entreprenewsldvprefer competition over cooperation, and to
believe in noninterventionist governments. They lalso be expected to believe that planning isemor
important than luck in success, and to have lessara about failure than non-entrepreneurs.
Masculinity-Femininity

Masculinity according to Hofstede (2001), measuvalwates the general inclination to act either
aggressively (masculine) or in a nurturing manfeminine). Masculinity does not determine specific
distinctions between male and female, but, behasithat have been stereotypically linked to mates a
females. Individuals in highly masculine societis assertive and behave in an ostentatious mdnner.
addition, they set high performance standards ahdigorously to achieve these standards. Convgrsel
in cultures with a low masculinity, emphases aresocial relationships, cordial organizational clieg
and job security. Individuals in such cultures aekuctant to set goals, in fact; their achievement
motivation is comparatively frail.

Power Distance

Power distance defines the acceptance of disparitgosition and authority between people in an
organisation or society. Power distance is a meastithe interpersonal power or influence between
superiors and their subordinate (Hofstede 2001¢0Ading to Hofstede, it explains how a superiorin
social ladder can influence the behavior of a stibate compared to the extent that the subordiceate
also influence the behavior of the superior. In ¥iew of Kreiser et al (2001), highly power distanc
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cultures exhibit an unequal distribution of powstrong hierarchies and also, control mechanisms are
present. They indicated further that, there is malicommunication among organizational levels and
emphasis is placed on subordinates being respactfictompliant to those in positions of power.

The entrepreneur

Generally, an entrepreneur is one who createsnaemand takes the risk of a business or an eigerp
The word ‘entrepreneur’ has its origin from therkie wordentrepredrditerarily meaning between-taker

or go-between. It was originally used to desigrateorganiser of musical exhibitions or entertaintnen
The application of the word ‘entrepreneur’ in biesis and economic sense only began in tecé8tury.

The Irish economist who lived in France, Richardtllan, is considered to be the first to emplog th
term in this context. This application was followeg other views resulting to three broad perspestivf

the entrepreneur as a risk bearer, an organisearmaithovator (Michael, 2006). Michael (2006) vieavs
entrepreneur as a person who creates small busiHesgxplained that entrepreneurs are calculated
risk-takers-they strive to maximize potential ofithventure while simultaneously minimising riskély

are able to recognise opportunities as they andeceeate goods or services in order to take adganf

the opportunity before competitors catch on toAitcording to Kpelai (2009) an entrepreneur is an
investor or group of investors that identify oppoity, gather the necessary resources, create eonew
improves on an existing business venture to satsiyne needs in an economy. He identified
characteristics of entrepreneurs to include; resking, innovation, desire for independence, need fo
achievement, self-confidence, interpersonal skijig fillers and Type A behaviour. It is clear frdhe
above definitions that an entrepreneur is an intwovand he introduces new ideas, new products, new
skills, technology and opens up new markets or @avgs on existing ones. The entrepreneur is typicall
driven by certain forces such as the drive for eadent, the desire for freedom and autonomy, @r th
desire for wealth. According to Thomson (2002) epteneurs are individuals who survey their poténtia
business environment, identify opportunities to riowe it, marshal resources, and act to maximize
operational opportunities. In support of the ahdvasua (2007) concluded that an entrepreneur is: a
middle man; creative person; a person who percewesis alert to opportunities; a special person; a
innovator; a resourceful and original person; aagmative person; a risk taker; a reward seekeraand
coordinator of resources. From the above defim#tjat is clear that, entrepreneurs are enterpgyisin
individuals who show a readiness to take risks tmdtart a new or an old business with some
modifications towards meeting identified needsheitimmediate environment.

Entrepreneurship

Entrepreneurship has been viewed by several authatsferent ways. According to Kpelai (2009) an
entrepreneur is an investor or group of investioas identify opportunity, gather the necessary usses,
create a new or improves on an existing businesture to satisfy some needs in an economy. He
identified characteristics of entrepreneurs toudet risk taking, innovation, desire for indeperagn
need for achievement, self-confidence, interpersskibls, gap fillers and Type A behaviour. Shah893)
defines entrepreneurship as the capacity and gilkss to develop, organise and manage a business
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venture along with any of its risks in order to mak profit. It is a dynamic process of creating
incremental wealth by assuming major risk and mhog value for some product or service which itself
may not be new or unique, but requires that valustrsomehow be infused by the entrepreneur by
securing and allocating the necessary skills asdurees (Kuratko & Hodgetts, 1998). In line with
Kuratko and Hodgetts’ view, Akpor-Robaro (2004)idefl entrepreneurship as the capacity or ability to
see opportunities and from there, originate a naginess idea and organize resources to implement it
(innovative/creative entrepreneurship); or to orgamesources in a new way to implement an existing
business idea (imitative entrepreneurship). It im@®e creating a new product or presenting an exsti
product in a new way with value added. EntreprestaprDevelopment (ED) thus refers to the process of
enhancing entrepreneurial skills and knowledge utjino structured training and institution-building
programmes (Osemeke, 2012). It basically aims large the base of entrepreneurs in order to halséen
pace at which new ventures are created. This aetete employment generations and economic
development. Entrepreneurial development ‘focusethe individual who wishes to start or expand a
business. Entrepreneurship development accordiniyldata (2008) is concerned with the study of
entrepreneurial behaviour, the dynamics of busieessip, development and expansion of the enterpris
Theoretical Framework

This study is anchored on the cultural theory dfegreneurship. In his theory, Weber (1930) expgldin
that society plays a big role in developing enteepurs. The theory posited that the emergence and
behaviour of entrepreneur is determined by cultiméWeber’s view, culture has great impact on the
attitude and behaviour of individuals and theipdsstion to life. This is because the individuaws his
values from the social values, morals and instihgl framework within which he lives. Culture is a
determinant of the nature of decisions to be madéfe, including the decision to be or not to be
entrepreneur. He argued that entrepreneurial denedat is a function of the form of society and
characteristics of its culture. Weber (1930) citedue system as an element of culture which dyectl
influences the behaviour of individuals towardsnigeentrepreneurs. Such value characteristics ak har
work, thrift and an ascetic life of self-denial aa# prescription for entrepreneurship. Essentjathe
point of Weber’s theory is that socio- cultural amment whether from political dimension or
cultural/religious dimension would affect the demwhent of entrepreneurial attitude and
behaviour/character by establishing values thhee#nhance or inhibit entrepreneurship spirit dnee.
Relationship between Culture and Entrepreneurship Develpment

The desire to go into business or to form a compsuften enhanced by an individual’s culture, figmi
peers and nature of education and training. Esgbnipeople grow up within some cultural settingda
social beliefs and values which define and shapenidly and manner in which they live. Consequently,
socio-cultural factors, in relation to entreprerséip, point to all the elements within the socitem
and culture of a group of people which positivetynegatively influence entrepreneurship development
or entrepreneurial behaviour and performance (NprfiD2). Hofstede (2001) noted that human
behaviours are influenced by socio-cultural practind some actions cannot be divorced from their
socio-cultural context. Because societies are eadoby nature with different physical environments,
members of society must adopt environmentally satépatterns of behavior to achieve success. These
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environmentally relevant patterns of behavior leathe formation of different cultural values irffdrent
societies, some of which influence the decisiorciteate new businesses. Culture is one factor that
attempts to explain why some groups have entrepreénstincts, a dedication to hard work, to sad,

to striving toward material accomplishments, wisleme others devote their energies to leisure, to
ostentatious consumption and to the possessionwémpamong such other orientations. It also incdude
social attitudes toward private business, wealtti araft as opposed to working in large private or
governmental bureaucracies. While some cultures basitive attitude towards ownership of businesses
crafts, and generally working with hands, and toetame other groups accord very low status to such
occupations. A culture that extols and values hewdk, personal achievement and successful business
formation will definitely attract more of their pele into entrepreneurship than cultures that arte no
supportive of business venturing. Such negativitudéts inhibit the emergence of the entrepreneurial
class for such groups.

In their study McGrath, MacMillan and Scheinberg992) defined cultural differences between
entrepreneurs and non-entrepreneurs along Hofste@980; 1991) four cultural dimensions:
individualism-collectivism; power distance; uncantg avoidance and masculinity-femininity. Accordin

to Hofstede (1980; 1991), the individualism dimensilescribes the type of relationship existing leetw

an individual and others in a society; the powstatice dimension measures the interpersonal pdwer o
inequality between people while the uncertaintyidaoce index indicates one’s stance towards the
unknown future and a preference for structured @maimbiguous situations and finally the masculinity
dimension measures the division of roles betweens#ixes in a society. Individuals from a high power
distance cultural background may refrain from egpiy disagreement with goals and/or therapy
activities, even if they do not plan to implemenggested goals in the long term. Individuals witlowa&
power distance cultural background may more operpress agreement and disagreement with clinician
advice and suggestions, ask questions, and expdm¢ tnvolved in the development of intervention
plans.

In an individualist society, there is an expectatioat individuals look after themselves and cotinas
between individuals are loose; while in a collastivsociety, individuals are integrated into strong
cohesive groups, which may often involve extendexdilfy (Hofstede, 2001). In more masculine societies
people value challenges and recognition and stowadvancement and earnings. In masculine sosjetie
both men and women are assertive and competitioejevier women are less so than men. The
uncertainty avoidance dimension indicates the lefetomfort with unstructured situations, in which
unstructured situations are novel, unknown, surmgjsand different from usual (Hofstede, 2001).
Individuals from a strong uncertainty avoidancetuwnal background may feel a strong need for a
definitive prognosis, time line, and outcomes exg@ons. Individuals from a weak uncertainty
avoidance cultural background may feel more corafiet with the unknown and have less need for a
definitive prognosis.

Cultural Values in Tiv Land and Entrepreneurship Development
Every society has cultural attributes that eitheroeirage or stifle the development of entreprerdgours
Also, among the Tiv people of Benue State, there aspects of culture identified as affecting the
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development of entrepreneurship in the State sgcleligious, family system, values and festivities,
family roles and religious beliefs.

Religion

Every religion has its own base values that infagsnactual behaviour of its confessors; therefoee,
may expect differences among religions regardimgethtrepreneurship participation rate. For example,
Hindus seem to have a lower participation ratentrepreneurship compared to Christians (Audretsch,
Boente & Tamvada, 2007). Religion has a particutde it plays in determining whether or not
individual(s) in a specific society, with a valugseem peculiar to it, become an entrepreneur. Socia
institutions affect the way individuals perceives ttole of the entrepreneur and how much individuals
desire to become such. The documented richness ntvepeeneurial motivations suggests that
entrepreneurial behaviour responds to a rich seti@$ from the social environment of which religism
component. There is no doubt that these religi@usdifected the value system of these societieshasnd
accordingly accounts for the disparity in the depetent of entrepreneurship spirit in these sodetie
(Abdullahi & Suleiman, 2015). Religion inevitablyffects positively, personal values like honesty,
perseverance, bravery, foresightedness and gestiehl standards (Altinay & Wang 2011). Bwisa and
Ndolo (2011) asserted that, religion is one of fdors that determine the basic values and betiefs
people. Hence, religion is vital in determining #went to which individuals take entrepreneurssm
career or not. According to Nikolova and SimrotlX3), adherence to religion and its practices often
expose followers to new behavioural pattern, whadters their life style in all its ramifications.
Entrepreneurship as highlighted by Valliere (200&ates freedom and autonomy and these two factors
afford the entrepreneurs the ability to tailor tHaisinesses to explicitly reflect their religicnlgjectives.
Religion is considered as an influencing factor emrepreneurship in line with Weber (1930) who
acclaimed that religion encourages all traits thatslate into entrepreneurial activities (Bwisa\N&olo,
2011). Religious values build the need for achiexatmin individuals based on the premise that, a
person’s life is measured by his end result. Thesams that, whatever a person does in life, finally
calculates as part of his positive or negative exatepending on the outcome of the decision taken
(Weber 1930).

In Tiv land, the entrepreneurs create new busiergsonments based upon their faith and reflectnsy
values (family, good character, and helping oth#ra) they saw as the manifestation of their faithe
individualized nature of religion for these entepeurs allowed for them to bring their faith inteeit
businesses and reinterpret their work through tfagih. Religious networks serve as valuable suippor
capable of enhancing discovery of business oppitiganto their member (potential entrepreneurs).
Majority of entrepreneurs in Tiv land are ChrisSaand the religious values they learn in churclp hel
them to establish businesses as a demonstratitwioffaith. Usually, they are encouraged to imbite
virtues of hard work, dedication and perseveraibey carry out their businesses based on the gpecif
Christian understanding of ‘good character’ becabse different religious bodies teaches thisueal
and inspiring them to show it in all parts of thidie, including their work. Most of the entreprams pray
and use “holy water” or “anointed oil” in their bossses so as to obtain favour from God.

Peer Group

ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

A peer is both a social and a primary group of peogually of similar age, who have similar intéses
background and social status with whom a persoocages and who are likely to influence the person’
beliefs and behaviour. They can also be referredstdage grades”. Every youth is affected by peer
pressure which has an influence on his life incigdientrepreneurial drive. Peer groups contain
hierarchies and distinct patterns of behaviour,rligs are not in a peer group with 14yr olds even
though they may be in school together (Grietsehl. 2014). Children usually identify models within
groups and imitate them because the behaviour cf soodels are rewarded and seem worthy of
emulation. They also interact with peers and samalips involved in entrepreneurial activities #istén

to their business problems, prospects and succe¥bey overtime, begin to develop interest and
appreciation for the entrepreneurial career pattiifO2014). The age grades serve as a source of
determination and encouragement for entrepreneurBvi land because most of them belong to age
grades. The age grades also give financial supptinem in times of need.

Family System

This has to do with family environment of the eptemneur, which involves the number of children and
dependents in the family. The family system in Kmes different from the Western conception of the
extended family system, where relationships arekethby degrees of relationship. In the Nigerian
extended family system, once a common ancestrystabkshed, the degree of separation becomes
irrelevant and this serves as the basis of interaemong members. The ‘Care Syndrome’ according to
Obayan, (1995), which is a feature of Nigerian edezl family, is a burden on entrepreneurship
development. Obayan (1995) further explain that Migerian extensive family system presupposes
dependence of other family members on the sucdessmber, thereby affecting negatively on the
invested fund. It was found that western educatias altered in a way the form of interactions among
members of extended family but features such adtigyreciprocity and sharing still pervade intei@as
among group members. The ‘Care Syndrome’ amonglyfamembers in Tiv land encourages the
tendency towards dependency. Rather than for daary member to engage in productive activity, one
notices a trend where the less successful membekap to the most successful member(s) of thepgrou
for sustenance. The expectations of this familytesysfrom its members are found to be incompatible
with entrepreneurship ideal based on pure econpmiciple of rationality. The cultural obligatiorf o
support among family members in Tiv land is thatheflp one another’. This is a situation where @e
expected to take care of family relations and wmsland this may negatively affect business opearsitio
Saving and Investment Culture

Saving means the portion of disposable income pentson consumption of consumer goods but
accumulated or invested directly in capital equiptnar in paying off a home mortgage, or indirectly
through purchase of securities.

According to Olusoji (2003), savings represent tpatt of net income that is not spent on current
consumption, but when applied to capital investmeutput increases. In other words, saving is a
sacrifice of current consumption that provides &cumulation of capital. It is the act of presegvin
income for future use. On the other hand, investngethe commitment of capital to the purchaserof a
asset in order to gain profitable returns (Yio, £201nvestment is the purchase of an asset withhtpe
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that it will generate income or appreciate in thufe. It involves committing money into an investih
vehicle in the hope of making a financial gain wttike possibility of losing it. Saving facilitates
consumption smoothing, which is particularly impmittin developing countries where incomes are @ten
subsistence levels and falls in consumption coalklhdisastrous consequences. Saving also allows the
self-employed to accumulate funds for making invesits in their businesses or covering shortfalls in
operating cash flow.

Many Nigerians today live below the poverty ling necessarily because they have low incomes or poor
salaries, but perhaps they lack savings and inwrgsrculture (Imegi & Okanta, 2015). The Department
for International Development- DFID (2012) reporthdt about 34.9 million adults population in Niger

do not save. Developing a saving culture can lgm@way in helping people set up businesses ftam t
scratch. According to Utov (2000) the Tiv people aot economical in their spending hence; most of
them exhaust their finances on ‘drinking jointsiirie bars’ women, tobacco, drugs or even tasty,fatd

in the name of enjoyment. This lack of investmagititsthus discourage entrepreneurship hence, money
meant for economic activities is usually divertedthe entertainment of others. In a study by Takul
(2004) he found that the value systems in Tiv ggail® not encourage their participation in business
because of extravagant lifestyles and a negatieide towards savings and investment. He however
stated that the culture is gradually changing amesgouths who are unemployed have recently
established their businesses in the state. It peiative that the Tiv people have a re-orientattovards
savings and investment so as to improve entrepriathegctivities in Benue State. Azende (2007) ia hi
study asserted that the Tiv man has suddenly cdpedelebration of funeral as a show-off occasion.
people now design a grave better than a living éossme people even borrow from banks for burial
ceremonies, while others sell their stocks to bugstly casket denying them the capital gain aditeut

the investment. The end result is that such famiiay debts for years and as such deny themseives o
other productive engagements. This usually redtr@eamount of money or capital available for bussne
expansion or it reduces the amount of availablestable funds in the state.

Gender Role Values

Generally, the role of men and women in variousrenments varies widely. Certainly, in many so@sti
women do not enjoy parity with men as participanthe economy. The extent to which they are altbwe
to participate in economic activities affects trarive to become entrepreneurs. Also, values altaooity

role for men and women affect entrepreneurial esrmerg generally, and between men and women.
Values about family role determine how familiesidés responsibilities for the provision of economic
wellbeing of the family unit. This varies amongtoués. While in some societies and cultures the anen
given the total role of bread winners and the womestricted to home keeping, in other societies the
bread winner role is borne by both the man andwbm@an, thus allowing the woman a space to engage in
entrepreneurial activities (Akpor-Robaro (2012)sbme cultures there is the general belief amoeq th
men that business women are prone to sexual aguset This makes them to discourage women from
business activities to prevent them being in cantétthh men. The evidence of socio-cultural influeran
entrepreneurship is also visible from the poinviefw of entrepreneurship among women in Nigeria. In
Tiv land, the ownership and engagement of womeentnepreneurial businesses is evident in different
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ventures especially small scale businesses. Women the freedom to operate their businesses arel the
is no cultural belief that forbids women from ther@rship of any business. This is in contrast tstmo
tribes in the Northern part of Nigeria where wonage less involved in entrepreneurial activitiesause

of the traditional belief that a woman is not todsen outside. Therefore, to allow women own amnd ru
businesses is to allow them interact with the gubhd to be counter cultural. This cultural behek
negative influence on entrepreneurial drive amoongien in the north of Nigeria (Akpor-Robaro (2012).
Methodology

The methodology adopted for this review was basedapily on review of articles related to cultuneda
entrepreneurship development. The choice of thelestreviewed and included in this paper help in
explaining the relationship between culture andegmeneurship development. The inclusion of emgliric
articles in the empirical review section is to Hight the major findings reported by the previotusdges,
which will help in achieving the study’'s objectivef assessing the influence of culture on
entrepreneurship development. The selected artpriesied culture and socio-cultural factors such as
power distance, uncertainty avoidance, individmalismasculinity, family system, festivities, as
significant in influencing entrepreneurship devehgmt. The choice of the inclusion of the empirical
studies is therefore, based on the culture aném@m®imeurship measures defined above.

Conclusion and Recommendations

The study examined the relationship between culineentrepreneurship development. The study finds
out that different cultures have different waysnfbuence the entrepreneur intention and diffeneays

to impact on intentions towards business startaus ownership. This study provides a broad overview
of the potential pattern of relationships betweshucal dimensions and entrepreneurship development
Building on previous conceptualizations and emplrfindings, the study concludes that there is laick
agreement on the effect of culture on entreprehgurdevelopment in different societies. The study
indicates that culture not only influences entrapreship levels but also has an influence regarttiag
preferred paths to entrepreneurship, such as newuree starts. Culture is therefore important in
influencing the decision of individuals in becomirgtrepreneurs or not. Entrepreneurial intention is
developed among entrepreneurs through the interaatith culture.

In line with the findings of this study and the chrsion arrived at, the following recommendations a
made: The amount of money spent on festivities Ishibe reduced so that more investible funds will be
used for setting up ventures in the state. Botkrga and children should develop a new set oftigesi
values that attract and facilitate entrepreneursld@pelopment. Parents should make every possible
attempt to make their children “hard working” inder to reduce the “care syndrome” which tends to
increase the dependency of many on their family beem Individuals, families and entrepreneurs must
engage in thorough self-examination and assessimasicertain and determine the relevance of egistin
values and cultural system to their economic prgy@nd wellbeing, and select and retain only those
values that are capable of helping society to aehits economic progress and development. Religious
bodies should also teach their members the vidfieard work and determination and to imbibe arsgvi
culture.

Suggestions for Future Research
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The current study focuses on how cultural factaishsas religion, peer groups, family system, gender
roles and savings culture influence the intentibary individual to start a new business. This gtadly
emphasizes on Tiv culture, and culture relatedfaand their effect. Further studies should uBerdnt
cultural variables. A moderating variable sucheal&efficacy should be included in further studi€bere

is a need to carry out further studies to deterrtireeffect of culture on entrepreneurship develapnm
other parts of Nigeria. Finally, a comparative gtuzhn be carried out on the effect of culture on
entrepreneurship development in Nigeria using diffetribes in Nigeria.

Practical Implications of Findings

This study contributes to the literature pertaininghe relationship between culture and entrepnesiép.
The study also helps entrepreneurs to understaneéftbct of culture on entrepreneurial intentions a
behaviour. The insights of the study creates arratanding that culture, is the fundamental medmani
of principles linking to a specific community, arulilds the progression of distinct personality
uniqueness and motivates people in the way ta@tih behaviors which are not noticeable in diffiere
societies.
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ABSTRACT

Employee engagement is a property of the relatipnsbtween an organization and its employees. An
"engaged employee" is one who is completely consulne and eager about their work thus makes
positive move to promote the organization's notgreand hobbies. It is a work environment approach
bringing about the right conditions for all indiuils from an organization to give of their bestrgday,
focused on their organization's objectives and egluoused to add to organizational accomplishment,
with their very own upgraded feeling prosperity.

Employee engagement has turned into a key segmmertbday's business situation. As rivalry
strengthened, bosses understood the significaneenpfoyee to manage and develop in the information
economy Success of any organization in the globdleconomy can be accomplished by building an
ability rich organization that draws in, holds arahnects with employees. Engaged employees are eage
and ready to add to the achievement of the orgaoizand are, in this manner, genuine resourcearfor
organization (Rama Devi, 2009).

To improve employees work, employee must be engagedopriately. This study concentrates on the
variables which are huge to make an engaged wadfdrhe study is unmistakable in nature and the
information has been gathered from 268 employems fWicDonald. Chi-square, ANOVA, Correlation
was utilized to discover the employee engageme#i. d&mployees concur that organization gives
appealing chances to development and change.

KEYWORDS:
Employee Management, Engaged Workforce, Employ&es\Rroposition, Employee Engagement

INTRODUCTION

Human resource officials in India keep on battlimgth ability management issues, especially
maintenance. The mission to locate the most idgpicach to hold employees has taken HR savants
through ideas, for example, employee inspiratiompleyee fulfillment and employees delight. The most
recent thought is, "Employee Engagement process fidat holds that, it is the extent to which an
employee is candidly clung to his organization atkrgetic about his work that truly matters.
Engagement is about rousing employees to giveiantadffort. The nature of yield and upper handiof
organization relies on the nature of its kin. Is imen demonstrated that there is an inborn cdonect

17z
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

between employee engagement, client dedicatiorbandfit. There are 3 sorts of employees; they are a
per the following

Engaged

Not Engaged

Partially Engaged

Engaged -employees who work with passion and feel a prafloconnection to their organization. They
drive innovation and move the organization forward.
Not engaged -employees who attend and participate at work beitiemeserving and put no passion or
energy into their work; and
Partially Engaged —employees who are unhappy at work and who adheutunhappiness at work.
By (2005), these employees undermine the work efrtengaged associates regularly. Employee
engagement can be characterized as far as whaidingis do at work, something many refer to as the
part hypothesis. Part hypothesis audits distincpaes that individuals participate in at work, aihd
clarifies reasons why individuals take part in sfieparts and not in others. They are as follows,

Job holder role

Team member role

Entrepreneur role

Career role

Organization member role

The vast majority of the writing utilizes a multaensional way to deal with characterizing employee
engagement, where the definition exemplifies ademponents required keeping in mind the end goal to
accomplish ‘genuine engagement'. For instanceCiAB (2007a) characterizes employee engagement as
a mix of duty to the organization and its valuesadidition to an ability to assist partners. By peddive,
engagement is about more than employment fulfillngam is a more perplexing idea than inspiration.
Additionally, Schmidt (2004) characterizes engagenas uniting fulfilment and responsibility. WHils
fulfillment addresses a greater amount of an efdbtis or attitudinal component, duty gets the
motivational and physical components.

Right Management (2006) characterizes genuine emgagt as each individual in the organization
understanding and being focused on the achieveaighe business technique, and this goes past more
than simply basic employment fulfilment and comdates parts of responsibility, pride and backing
about the organization's items and brand. Whils tnus is on the organization to oversee
correspondence successfully to include employegsadjust them to the organization, this unmistakabl
requires data and criticism from employees too #derthe procedure work. Engaged organizations have
solid and real values, with clear proof of trustl@®ecency taking into account shared admiratiorerevh
two way guarantees and responsibilities in the teidd businesses and staff are comprehended and
satisfied.

There are two primary factors that drive employagagement. These factors are based on statistical
analysis and widely supported by industry research.
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Engagement with The Organization: It measures how engaged employees are with the
organization as a whole, and by extension, how faelabout senior management. This factor
has to do with confidence in organizational leakipras well as trust, fairness, values, and respect
- i.e. how people like to be treated by othershtaitwork and outside of work.

Engagement with "My Manager": It is a more specific measure of how employeekdbeut
their direct supervisors. Topics include feelinguea, being treated fairly, receiving feedback and
direction, and generally, having a strong workietationship between employee and manager
based on mutual respect.

An organization needs more than just engaged emetoin order to succeed. There are two additional
areas that relate to employee performance an@dtbatiosely linked to engagement.
Strategic Alignment: Does the organization have a clear strategy anof g@als? Do employees
understand the strategy and goals? Do employeessiadd how the work they do contributes to
the organization's success?
Competency: Do managers have the skills needed to get thed@ie? Do they display the
behaviors needed to motivate employees?

THEORITICAL MODEL

Aon Hewitt characterizes engagement as the meraté sind behavioral results that prompt better
execution. The Aon Hewitt Engagement Model beneaitlyzed engagement results as Say, Stay and
Strive.

Engaged employees: Say—talk absolutely about thanaration to colleagues, potential employees and
clients; Stay—have an extreme feeling of havindage and yearning to be a part of the organization;
and Strive—are propelled and apply exertion towardomplishment in one's occupation and for the
organization. Engagement drivers inside of managementrol—brand, authority, execution, the work,
the nuts and bolts and organization

N

Figure 1: The Aon Hewitt Employee Engagement Model
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REVIEW OF LITERATURE

Sarika Patil (2012) endeavored to give the sensp®espective about ability management and
maintenance. The most profitable resource of a 21séntury organization, whether business or
non-business, will be its ability specialists ahdit efficiency. Skilled specialists are the keylls@ing

of upper hand for the today's organizations. Todhijled specialists represent real piece of thekiwoce

in created countries. Capable specialists willidiogs fantastically, if just they are overseen wdliman
resource director need to comprehend their reqeingsnand desires and convey the same. Information
laborers are high on ability sets and capacitiasdthers are discovered needing in. Along thewssJithe
Human resource chiefs need to oversee them viatdly proficiently and held them for the future
development of the organization. Information splestgare without a doubt the soundest resourcerior
organization. This advantage can be acknowledgdrhosformed into an obligation. Everything comes
down to one basic thing — oversee them legitimately

Irshad, Muhammad January (2011) the article pcettathe relationship between human resource
practices and employees maintenance in a givemiaagason. The examination checked on pertinent
writing to distinguish components of HR practickattimpact employee maintenance. Over the previous
decade, the route in which individuals are overssehcreated at work has come to be perceivedas on
of the essential components in accomplishing changeganizational execution.

John Hausknecht, Julianne M., Michael J. Howard@2@lirected a study on execution based and work
related contrasts. A substance model of a mainteneariables is created in the setting of past tihgsis

and exploration. Coding of open-finished reactidmmsn 24,829 employees in the cordiality business
landed backing to the recognized structure andwvered that occupation fulfillment, extraneous size
constituent's connections, organizational dutied, @ganizational distinction were the most muclthef
time specified purpose behind remaining. Headwayodpnities and organizational renown were more
basic explanation behind staying among superiok&rsrand non-hourly laborers, and extraneous prizes
was more regular among hourly employees. The dest highlighted the significance of separating
human resource management rehearses when theiabjedb hold those employees valued most by the
organization.

Ravneeta Dhankhar (2008) inspected the accompangogponents: profession advancement
opportunities, viable ability management systemfisenent, on loading up and introduction, interiest
preparing and improvement, remuneration and adgastavork life parity, society of the organization,
administration, correspondence, picture of the miggdion, self-sufficiency and strengthening, Gallu
reviews, individual causes, part of HR head andiadtnators, business related arrangements and flex
time, execution examinations and vocation develogmend advancement opportunities. Diverse
organizations lay accentuation on components rglgin their suitability of maintenance. Taking into
account our comprehension the, proposals are dralwoh give an all-encompassing perspective on
practices that organizations ought to embrace &p kbe abnormal state of employee maintenance and
duty.

Jean Mariehiltrop, (1996) investigated that supedmanizations are constituently outflanking their
rivals on various human resource components, intduthe level of cooperation and openness between

17t
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

associates, the preparation and improvement oppbes they offer to employees, and the level of
genius effectively in HR arranging. Adding to tlability starts with the acknowledgment of powerful
human resource management.
Eileen Appelbaum (2000) considered 15 steel faetpri7 attire makers, and 10 electronic instruraedt
imaging gear makers. Their motivation was to cattcmnventional creation frameworks and adaptable
superior generation frameworks including groupgppgring, and impetus pay frameworks. In every one
of the three businesses, the plants using highribatibn rehearses demonstrated predominant executi
Likewise, specialists in the high-inclusion plademonstrated more inspirational demeanors, inogudin
trust, organizational duty and natural satisfactiothe work. The idea has picked up fame as differ
studies have exhibited joins with efficiency. Irégularly connected to the idea of employee voice
Two investigations of employees in the disastetgmtion industry inspected the effect of employee
observations that they had the ability to decidksgaiate learning and data to carry out the ocaupati
viably, and rewards for superior. Both studies udeld expansive examples of employees. In both
concentrates, high-contribution management practiwere emphatically connected with employee
confidence, employee maintenance, and firm monkeye execution. Watson Wyatt (2002) found that
high-duty organizations out-performed those with fesponsibility by 47% and 200% in the study.
UNDERSTANDING EMPLOYEE ENGAGEMENT
Employee engagement depends on trust, uprightivessyay responsibility and correspondence between
an organization and its individuals. It is a metblody that builds the odds of business achievement,
adding to organizational and singular executiorfifability and prosperity. It can be measured. It
fluctuates from poor to extraordinary. It can bestained and drastically expanded; it can lose and
discarded.
Employee Engagement is all about the following
Understanding one’s role in an organization, anddgsighted and energized on where it fits in
the organization’s purpose and objectives.
Having a clear understanding of how an organizasdulfilling its purpose and objectives, how
it is changing to fulfill those better, and beiniyen a voice in its journey to offer ideas and
express views that are taken account of as desisienmade.
Being included fully as a member of the team, fecuen clear goals, trusted and empowered,
receiving regular and constructive feedback, suppom developing new skills, thanked and
recognized for achievement.
Strong and authentic values, with clear evidencé&ust and fairness based on mutual respect,
where two-way promises and commitments — betwegriayrs and employees — are understood
and fulfilled.
Positive attitudes and behaviors leading to impidwasiness outcomes, in a way that they trigger
and reinforce one another.
Employees feeling pride and loyalty working for aarganization, being a great advocate of the
organization to our clients, users and customeiggghe extra mile to finish a piece of work.

17¢
ISSN 2076-9202



ELITE HALL PUBLISHING HOUSE

International Journal of Information, Business and Managerivel. 10, No.1, 2018

Drawing on our employees’ knowledge and ideas tprave our products and services, and be
innovative about how we work.

Drawing out a deeper commitment from our employsedewer leave, sick absence reduces,
accident rates decline, conflicts and grievancedayen, productivity increases.

Organization actions that is consistent with thgaaization’s values. It is about kept promises, or
an explanation why they cannot be kept.

RESEARCH METHODOLOGY
In this study descriptive research design waszatii 100 employees of McDonald, Pune, India were
chosen as test size. The inspecting strategyedis a part of this study is arbitrary examingahhique.
5 point likert scale extending from strongly agreelisagree was utilized as a part of creating\whith
comprises of an assortment of inquiries relatingdoupation, colleague, office, organization andegal
discernment about employment.
OBJECTIVES OF STUDY
To study and understand the employee engagembfuanald.
To determine the Supporting ability and coordinatidhich is been provided by the co-workers at
McDonald.
To analyze the relationship between the employdesaperior at McDonald.

Table 1: Demographic Segments at McDonald

Variables Classification Frequency
18-20 114
20-22 109
Age 22-24 26
24-26 19
Total 268
Male 220
Gender Female 48
Total 268
Single 238
Marital Status Married 30
Total 268
Cash 86
Supply 67
Department Kitchen 84
Delivery 31
Total 268
177
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Full time 182
Employment :
Part time 86
Status
Total 268

FINDINGS OF THE STUDY
A random sample of 268 was taken for the study,obuthich 220 of the respondents were male and 48
of the respondents were female. It is found thagr@ployees were sent in cash department, 67 engdoye
are conveyed in supply office, 84 employees ar¢ isekitchen division, and 31 employees are sent in
conveyance office. Greater part of the respondatits the classification of 18-20.
DATA ANALYSIS AND INTERPRETATION
These data suggest some interesting dynamics ierthagement equation. More employees are saying
positive things about their employers and mores#iiging for greater performance, but the percesgag
that see a long-term track with their organizati®meveling off at just over half of employees. \Ake
seeing an increasing percentage of employees wigerin terms of positive statement and extra teffor
but may not be with an organization very long. Emgpke engagement is improving marginally but
generally stabilizing to pre-recession levels, tradresults indicate significant room for improverinfor
the average organization.

Table 2: The Correlation Table

| have the training
My superior & skill I need to do
Having right tools and U _ )
_ regularly recognizey and excellent job &
resources to do job )
i _ . | me for doinga gooq My talents and
Variables attractive opportunities| . -
job & | have the abilities are used
for growth and . .
: authority todo my |  well work in my
improvement »
best work current position
Sig. (2-tailed) 0.628 0.049 0.000
Pearson 0.030 0.120* 0.270**
Correlation
N 268 268 268

From the analysis it is found that training is itiieed as the key factor in engaging employees stoa
enhance their skill in doing an excellent job.

Table 3: The Annova Table
No Variable F Sig.
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1 | I have the right tools and resources to do my jebh w 1.547 0.215
2 | | have the training and skill | need to do an eecgljob 2.220 0.111
3 | The amount of work | am expected to do is reas@nabl 1.767 0.173
4 | My talents and abilities are used well in my cutgosition 1.573 0.209
5 | I feel that my work is important to the succesthad company 2.993 0.002
6 | | am satisfied with the level of pay | receive 1.141 0.321
7 | I clearly understand what my superior expects froen 2.264 0.106
8 | My superior has a friendly working relationship vieam

members 5.694 0.004
9 | My superior gives me regular feedback on how | @ngl 2.870 0.058
10 | My superior regularly recognizes me for doing adjub 1.469 0.232
11 | There is good communication between me and my super 7.756 0.001

From the analysis it is found that there is googhimmnication between employees and their superithr wi
a friendly working relationship among the team memb Hence, employees feel that their work is
important to the success of this company.
SUGGESTIONS OF STUDY
It is found that larger part of the respondentscoos that organization gives alluring chances to
development and change, so the management carmdeppsoviding so as to propel the employees more
opportunities.

Understand the trends affecting your talent stsateg

Focus on the engagement behaviors required foonpeaince and business success.

Deliver on a compelling employee value proposi(ignP).

Create a culture of engagement

Protect the foundational elements.

Build engaging leaders

There is a general belief that there is cannection between employee engagement
as an individual level construct and business tgsdlherefore there is reason to expect employee
engagement to be related to individuals® attitudetgntions, and behaviors. Although engagementsiea
to both individual outcomes (i.e. quality of pedple/ork and their own experiences of doing thatkyor
as well as organizational level outcomes (i.e. d¢newth and productivity of organizations).
Employee engagement acts as a mediating variabkldorelationship between the six work conditions
and works various outcomes and like burnout, shdwédrelated to outcomes such as increased
withdrawal, lower performance, job satisfaction aadmitment.
CONCLUSION
Employee engagement additionally influences thetatiyn of individuals. Engaged employees trust that
they can have any kind of effect in the organizatithey work for. Trust in the learning, aptitudasd
capacities that individuals have in both themsekgsvell as other people is an effective indicator
17¢
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conduct and ensuing execution.

Employees who are engaged with their occupationkersd are more beneficial in light of the fact that
they are inspired past individual variables. Theg amore engaged and more persuaded than their
disengaged partners. This implies they work allrtiwe effectively and because of the achievement of
the organization. Engagement is a key trendy egfmesin 21st century management. Key human
resource management lays on the conviction thatichehls are the way to accomplishing upper hand.
Employees should be seen as advantages for begaahduot expenses to be controlled. This free eours
investigates three key topics: employee engageraamiloyee inclusion and aggregate parts of employee
relations. Engagement is a key popular expressioRlst century management. Vital human resource
management lays on the conviction that individaaésthe way to accomplishing upper hand. Employees
should be seen as resources for be created, nehseg to be controlled. This free course investigat
three key subjects: employee engagement, emplogatilmution and aggregate parts of employee
relations.

It is more vital in today's idea is past drawingamd holding essential ability, connecting withliabin

the right practices for future business difficudtigill be a state of core interest. Versatilityftdess, pace,
importance and incremental value are at the fooaitpof an advancing employee engagement. It is
comprehended that the majority of the employees a@mmpletely engaged in every one of the
components.

Enhancing employee engagement is not just aboutneiiy efficiency, despite the fact that
organizations with an abnormal state of engagerdenteport 22% higher profitability. What's more,
solid employee engagement advances an assortmessudfs that are useful for employees and clients.
Case in point, very engaged organizations havedidothe rate of achievement of lower engaged
organizations. Contrasting top-quartile organizaiavith base quartile organizations, the engagement
element turns out to be exceptionally discriminant.
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Abstract

The study deals with the assessment of women empmme. It was designed to analyze the women
participation in making decision, the role of goveent in empowering women, the influence of
socio-cultural factors and the challenges affectirgwomen in leadership positions. The researslyde
was mixed approach. Descriptive survey includinghbquantitative and qualitative method was
employed. The sampling technique was both non-fmittya and probability incorporating random
sampling technique. The study used primary datacssucollected through questionnaires from the
sample of 145 respondents. Hence, the finding shtves there is less emphasis for women
empowerment in the organizations. In addition, ¢bhkural and organizational factors affect women in
leadership position. It is also further analyzedtthven though women had confident for becoming
leaders, there is no concern for mentoring, co@chamd training made by the organizations. It is
recommended that all the concerned bodies needgdalge attention for empowering women.

Key words:
Employees, Public Institutions, Women Empowermeaadership, Women Participation

1. Introduction

In most patriarchic societies, females are regaedethe inferior of the species. Because of thsnen
are denied access to both honored and utilitaaknapen only to males. Such roles as administratial
disposal of property, leadership roles in socieftdirs including religion and governance are esiclely
belong to males. Even the right of choice in respeentry to conjugal union is denied to women.il/h
it is known that such discriminatory practices ekisthese countries, their prevalence and cultuahle
systems and norms that perpetuate them are notatgégunderstood.

Sustainable and all round developments of a soaatynot be brought about without the full and
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unreserved participation of both woman and manhim development process, and such a balanced
development should also call for the eliminatiorathfforms of discrimination, and the protectioraacpt

all forms of violence against women. According tolf Bank (WB, 1998), although women constitutes
working hours, two to produce half of the world'eofl and above all, suffer from all forms of
discrimination and from the absence of adequategtion against violence.

According to Meaza (2009), Ethiopia is party to miajor human right treaties including the most
important women’s conventions, i.e. Beijing Dectema and Platform of Action (BDPA), which requires
governments to attain a 30% benchmark for womerigpdbcision making positions. Moreover, various
literatures argue that as compared to prior decatles participations women in decision making
throughout the world are somehow increasing. Bugpite of the incremental progress towards women'’s
participation in public spheres, it is largely rensa outside of formal leadership roles due toousi
factors.

Accordingly, as it was stated by (Meaza, 2009), mm@in factors which have contributed for such
disparities include: structural barriers, unequalig-economical opportunities, and inadequate actes
mentors and support networks. Furthermore, the ssouece have depicted out that rigid work place
structure and gender stereotypes that relate odefined characteristics with certain groups iosin
cases also dissociate women from leadership roles.

The importance of this research bases on the ltheaslea that attitudes toward women in leadership
affect women’s participation in leadership, andtumn, women in positions of leadership engage in
policies that positively affects women (Caiazz&)480 This reciprocal effect farther the procesgerider
equality in the work force, and promotes an envitent where women are supported to move into
autonomous and independent activities. This progesdually leads to further acceptance of women in
business or political leadership.

2. Statement of the problem

Women'’s leadership and effective participation mreasingly on the development agenda of
governments, bilateral and multilateral agenciad, @on-governmental organizations, including worsen’
rights groups. Evidence from programs and resedeaomonstrates the important role women play as key
actors and decision-makers in the development psoaeross a wide range of sectors (GDI09).

In the political arena in particular, there is gnagvmomentum among governments to foster and ensure
women’s participation and leadership in governasteictures. Establishing quotas for women’s
representation at different levels of governancelieen a strategic tactic in achieving this goahany
countries. Affirmative action to ensure women’s ifpcdl representation is an important step in
democratizing and engendering local governance.adew it has not been adequate to ensure women’s
leadership and their effective participation in db@overnance as elected women representatives
(Sarpanches & Jayal, 2006). Thus, women empowerocoeninued to face several institutional and social
barriers. At the institutional level, the capacil local governance structures to implement reforms
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institutionalize accountability systems, decenteliunctions and facilitate women'’s active engagegme
plays a role in determining whether women are doleemerge as political agents and actors
(Mukhopadhyay, 2005).

3. Literature Review

This chapter explains the systematic review ofvaaie literatures and empirical studies. It dealshihe
general situations of the women in Ethiopia, leskigrand power, etc.
According to Carey (2007), women leaders are msseréive and persuasive, have a stronger need to ge
things done and are more willing to take risks thaale leaders. Women leaders were also found to be
more empathetic and flexible, as well as strongénterpersonal skills than their male counterparts
It is unusual in rural villages in Africa to findhé man literally walking ahead of women. Different
motives may be postulated for this, but eventuéllgemonstrates the intensely held conception of
leadership as masculine. De La Rey (2005) lists ghalities commonly linked with leadership as
effective communication skills, task completionspensibility, problem solving, originality, decisio
making, vision, self awareness, confidence, expeeeand power. Although it is likely to build upete
qualities in any human being in spite of gendermiale dominated societies, as is often the case in
African societies, male leadership and styles pkeaad are regarded as the more acceptable fofms o
leadership.
Transformational leadership

Transformational leadershig defined as a leadership approach that causegyeha individuals and
social systems. In its ideal form, it creates valeiand positive change in the followers with thd goal
of developing followers into leaders. Enacted satthentic form, transformational leadership enban
the motivation, morale and performance of followdmnough a variety of mechanisms. These include
connecting the follower's sense of identity and selthe mission and the collective identity of the
organization; being a role model for followers tiapires them; challenging followers to take geeat
ownership for their work, and understanding thergjths and weaknesses of followers, so the leauafer c
align followers with tasks that optimize their pgrhance ( Antonakigt al.,, 2003).

Women'’s Participation in Public Administration at Global Level
Some developing countries have made great strides in women'’s participation in decision-making
positions in public administration. For instance, Costa Rica has reached 46 percent women in
decision-making positions, Botswana 45 percent and Colombia 40 percent. Progress can and is
thus being made in many countries; hence gender equality and gender parity can be a realistic
goal for countries currently lagging behind (Arab, 2011).
According to the Worldwide Index of Women as Public Sector Leaders recently developed by
Ernst & Young (Arab, 2011) across the G20 major economies, women account now for around
48 percent of the overall public sector workforce, but they still represent less than 20 percent of
public sector leadership. Conversely, across the Organization for Economic Co-operation and
Development (OECD) countries, women hold 65 percent of all administrative and secretariat
positions in central public administrations.
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The status of women'’s participation in Africa

Participation of women in public decision-makingige of the areas in which progress has been made i
Africa. Rwanda became a shining example by achjegander parity, interpreted as the 50% goal set by
the AU Solemn Declaration on Gender Equality. A¥b&omen representation in parliament, Rwanda is
also the global leader. For this achievement, tiesi@ent of Rwanda has received several awardg, mos
recently at the International Colloquium on WomerEsnpowerment, Leadership, Development,
International Peace and security in Monrovia, Lidoérom 7-8 March, 2009.
Six other African countries have achieved 30% rspméation, usually interpreted as fulfilling the
“critical mass” threshold set by the BDPA. Theserntdes include South Africa, (45) Angola (37.3%)
Mozambique (34.8%), Uganda (30.7%) Burundi (30.39d the United Republic of Tanzania (30.4%).
South Africa witnessed a 12% increase in womerngsesentation in parliament, from 33% to 45%,
during the April 2009 elections. South Africa is toack to achieve the 50% target set for 2015 aloegr
to the 2008 SADAC Declaration.
Countries with over 20% representation rate incltgliérea, Ethiopia, Lesotho, Mauritania, Namibia,
Seychelles, Senegal and Tunisia.
Countries that have made progress have eithetutestiaffirmative action/quotas in their constibais or
adopted rules to enforce gender quotas in theirimmh parties. For instance, in Burundi, Rwanda,
Tanzania and Ugand&onstitutional provisions established quotas tousnsavomen’s representation
mostly within the range of 30%. In South Africae tMunicipal Structure Act established a 50% quota f
local government while the African National Congré&NC) established a 30% quota at the level of
parliament. Similarly, in Mozambique, the Front fbe Liberation of Mozambique adopted a 30% quota
for women.
In Africa, there is modest progress in women’s eéspntation in the executive branch. Liberian Pesgid
Ellen Johnson-Sirleaf became the first woman Hdatate in modern Africa when she assumed power
in 2003. Further, the number of women Ministersihaseased in countries such as South Africa (44,.8%
Cape Verde (35.7%) and Lesotho (31.6%).

Women'’s Participation and Decision-Making in Local Governments
Although this report pays particular attention émder in decision-making positions at the natidexa|,
recent data and analysis that reflect variationgatterns of women’s participation in local public
administration is worth highlighting. A recent UNia-Pacific Regional Centre publication showg tha
“for most people (...) local governments are far mamportant arenas for matters having a direct irhpac
on their livelihoods than national parliaments,ezsplly when local governments are responsibleter
delivery of key services.”(Boman, A., 2013). Innms® countries the rate of women’s participation is
higher at the sub national level than in the cépualic administration.
Another UNDP publication on the presence of womerdecision-making at the local level in Latin
America and the Caribbean (Bosnia and Herzego2d@9) shows that while there have been important
gains in legislative sub national bodies (councispgress has been mixed in the executive subnati
branch (mayors and governors). In 1998, five pdroérexecutive leaders at sub national levels & th
region were women; by 2012, the proportion incrdatge 11 percent. If the same rate of increase is
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maintained, it would take approximately three desaih achieve a critical mass (30 percent) of women
in these posts. Likewise, the report found that3hg@ercent minimum threshold has not been achigved
decision-making positions in legislative branchesudb national governments.

General Situation of Women in Ethiopia
Women comprise about 49.9% of the estimated Ethiogiopulation of 77.1 million (CSA, 2007).
Among the total heads of households, 25.5% are lésmaith 23% of them in rural and 39% in urban
areas (ibid.). Like their counterparts in develgpaountries, women in Ethiopia face a set of midfip
cross cutting and interrelated problems. Theselgnob limit Ethiopian women’s access to services,
productive and educational and employment oppdrasiHence most of them do not participate in
decision making.
In general, Women in Ethiopia occupy low statushim society. In spite of their contributions to thell
being of their family and community affairs in gegle women experience lower socio-economic stagus a
a whole and hence is marginalized from making dmussat all levels. Women are facing multiple forms
of deprivation. Gender based discrimination, latlpmtection of basic human rights, violence, latk
access to productive resources, education andingaitbasic health services, and employment are
widespread (National Committee for Traditional Rics Eradication (NCTPE), 2003).
Ethiopian women suffer from work stereotype anddgendistribution of labor, more are occupy in
economically invisible work. Women experience lovgacioeconomic status in general and hence is
marginalized from making decisions at all levelsanitheless, women are poor in terms of access to
resources, services and employment. Women are repdesented in the formal sector of employment.
The survey conducted by the Central Statisticaharity (CSA, 2004) showed that women account for
less than half (43%) of the total employees in toeintry. Considering the percentage of female
employees from the total number of employees by leynpent type, the highest was in domestic
activities (78%) and followed by unpaid activiti€s9.3%). In other types of formal employment (e.g.
government, NGOs, private organizations), the paegge of female workers is less than 35.
On the other hand, the survey showed overrepreagent female workers in the informal sector. Abou
58% of working women work in the informal sector exas the percentage of working men in the
informal sector was 37.7 % (ibid). The breakdowrhef federal government employees by occupational
groups also indicated gender disparity. From fddgoaernment employees found in the clerical and
fiscal type of jobs 71.3 % were female, while tleegentage of females was slightly more than ha#4pb
in custodial and manual type of jobs. Women make26p6 and 18% of the administrative and
professional and scientific job categories, respelyt indicating that upper and middle level pusis
are overwhelmingly dominated by men (Federal Cdétvice Commission, 2005). This concentration of
women in the informal sector and low level posisidras implication on their earnings. In this reg#nd
survey showed four out of ten women civil servaam Birr 300 a month compared to two out of tan fo
men (Federal Civil Service Commission, 2005).
Generally, regardless of women’s immense cont daily land, and are underserved with agricultural
extension, credit, labor, oxen and farm implemelsmen’s representation in the and federal civil
services is also lower than men; in comparisoréolarge number of unemployed women. The increase
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in the number of women employees over the yeamsignificant. Women’s employment in the form
Service is lower than men (NCTPE, 2003).

Challenges to Women in Leadership
A range of issues arise in restraining women'’s eto aspire to positions of leadership. Sadi@06)
maintained that at the bottom of the restrictiohat twomen face is the patriarchal system where
decision-making powers are in the hands of matethi$ context, traditional beliefs and culturditatles
concerning the role and status of women in so@egystill common and many women who are part of
this system are finding it difficult to diverge frothis culture and tradition they be ostracizedyddless
of women’s education and access to the job maheetmoman’s role is considered to be the typical one
of homemaker. The man on the other hand is thedbs&aner, head of household, and has the right to
public life.
Confining women’s identity to the domestic sphex®mne of the barriers to women'’s entry into pdditic
and politics by its nature catapults one into pubfe. Commonly cultural attitudes are antagouist
women’s involvement in politics. Some women werg@atde of transcending cultural barriers and
climbing to positions of leadership whether in po$i or other spheres of public life, but more oftean
not it meant having to cope with cultural expectasi with their leadership roles.
According to Emmett (2001) the majority religionave stereotypical functions for men and women
where women are professed as less equal than rften, lmeing kept apart in the way functions are
assigned. In her account of women’s experiencelajion, Emmett examined the ceremonies executed
for and by men in diverse religions such as Hinauislam and Christianity. Her judgment was thahme
are usually empowered by religion in various wAy®men do not benefit from such dispensation, being
disempowered by religious structures and practices.

4. Research Design and Methodology

Research Design

In this study, a mixed design involving both quetive and qualitative approach was employed do as
collect broad data and uses to confirm findingefdifferent data sourceResearch Method
The descriptive survey method was selected withaggimption that it is helpful to acquire suffitien
information from large number of respondents and d&scribe the existing status of women
empowerment and opinions related to the ongoingtiges of women in decision making.

Sources of Data
Data for this research was collected from both arjmand secondary sources. The primary source was
collec’ted from the women employees and politiealders of bureaus understudy. The secondary sources
were reports, annual magazines, and human resmacagerial department records.

Study Population
Study population is an aggregation of elements framich the sample was actually selected.
Accordingly, the study population of this reseapdper was all permanent female employees which
currently exist in a total of 20 public institut®mf Benishangul Gumuz Regional State with thel tota
number of 604. In addition, the sample was seleftted the leaders of the organizations.
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Sample size

To carry out this study 604 female employees wladh currently working in public institution of the
Regional Bureaus, about 25% (151) from all pulsigtitutions was selected as a sample respondeist. Th
is decided for the reason that the researchenasli25% is enough for the reliability of the stuhd can
show the real situation of factors that hold backmen from leadership and public decision making
positions and actual status of women in the towre anagers of each organization were also selected
as respondents which was 20. Hence, the total sasigd for the study was 165.
Sampling Techniques
To select sample respondents from total study oo, both probability and non-probability samglin
methods was employed. Under the probability sarmgpivethod simple random sampling particularly
lottery method was employed to select sample wofreen female employees. Simple random sampling
avoids biasety and helps to generalize data gawed sample respondents avoiding an error which
could arise from sampling. In addition purposivenpiing was used to select the managers of the
organizations under study.
Data Collection Techinques
The data gathering tool for this study was queste and related document analysis. The questi@na
was hold both closed and open ended design. Thetigoeaires was selected for that it helps to gathe
data with minimum cost faster than any other tdbdreover, all the respondents were literate. Sey th
can read and answer the questionnaire more freegxpress their idea on the issue. Besides, the
interview was employed to collect the data from nfenagers of the organization to realize the female
employees’ responses.
Method of Data Analysis

The research conducted was of descriptive type.owoagly, for realization and successful
accomplishment of the study, data collected frorfiedint primary sources were recorded, edited,
organized, analyzed, interpreted and presentecklation to research questions. This is done both
quantitatively and qualitatively by using descuptstatistical tools such as tables, frequenclests and
percentages for data collected through questioesaithe qualitative datallected from the unstructured
interview, document analysis and open ended quesems was analyzed and interpreted qualitatively.

5. Results

1. Items related to the extent of women particgratn decision making

Table 1: The extent of women participation in decision makig

Scales

Questions

IAgree

Frequency [Strongly
percentage [Disagree
Frequency [Disagree
Frequency [Undecidec
Frequency |Agree
Frequency |[Strongly

percentage

percentage

percentage

percentage

=
(o]
m
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1 57 | 39.04 | 52 | 35.85 3 1.99| 14 9.96 19 13.14

Women are sufficiently
represented in leadershjp

position.

Women are posted/represented® | 4023 | 64 | 4382 5 | 3181 8 597 | 10 68

uniformly across all public

sectors at regional level.

Women are falrly representeo 51 | 3545 | 55 | 37.45 5 3.18| 26 17.93 8 5.87

in positions of greatest
influence /legislative,
executive, and judiciary

organs/.

Women leaders are active and44 30.27 | 38 | 25.89 7 4.78| 23 15.93 33 22.75

exemplary model in making

public decisions.

40 | 27.49 | 46 | 31.87 8 5.87| 32 2231 19 12.35

Women leaders have potentid
to guide, set the vision and to
aspire other women to the

position of leadership.

Women at different IeadershipSS 231 51| 35.45 12| 836 | 19 13.14 30 20.69

positions are confident full in

decision

Women at senior level 40 | 27.49 | 40 | 27.49 4 2.39| 29 19.9 32 2231

positions are doing to

empower other women.
Source: Field Survey (June, 2015).
As it has been indicated in table 4.1, almost efippndents 74.89% of the women are sufficiently
represented in leadership position rate eithergdesdstrongly disagree. Only 1.99% of the respotsden
have no opinion, 9.96% rated that women are sdffity represented in leadership position and the
remaining 23.1% agree/strongly agree with the dqumest

Similarly, the majority of the respondents (84.058i9agree or strongly disagree with the statenteit t
‘Women are posted/represented uniformly acrogsuddlic sectors at regional level’ while about 3.1886
them have no opinion and 12.77% of the respondegree or strongly disagree with the statement.

Moreover, 23.5% of the respondents agree or styamjee with the statement that ‘the Women aréyfair
represented in positions of greatest influencaslative, executive, and judiciary organs’. Howeuee
majority of respondents 72.9% of the respondenagiees or strongly disagrees with the statement
whereas about 3.58% of them have no opinion.

Regarding the statement ‘women leaders are actideeaemplary model in making public decisions
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about (56.16%) disagree/strongly disagree, 4.78%e hno opinion, and the remaining 39.03%
agree/strongly agree with the statement.

Similarly, the respondents rate the statement ‘Wolaaders have potential to guide, set the visiahta
aspire other women to the position of leadership6&% of them agree/strongly agree with statement,
5.97% have no opinion, and 59.36% disagree/straighgree.

Table 4.1 also indicates that 58.55% of responadstiter disagree or strongly disagree with theestant
‘women at different leadership positions are caafidfull in decision’. 8.36% of respondents decline
from expressing their level of agreement, and 34.@4 them agree/strongly agree with the statemant.
response to the statement ‘women at senior lev&tipos are doing to empower other women’ 42.21%
agrees/strongly agree, where as 55.37% disag@®gbtrdisagrees, and the remaining 2.39% have no
opinion.

2. Items related to the role of government in emguraivg women

Table 2: Emphasis given for women by the Government

Scales
No Questions 2
= > 3 1] b=t >
g 2 | 9 3 8 2 3
s 9 R} < > 5 =)
n [a) [a) ] < %] <
[ [} [} [ [
[} = [ =4 [ c [} = [} =
=] Q 3 Q 3 Q =] @ =1 @
o o o o o o o o o o
o & s | 5| 2| 5| 2| & ° | &
L a [T [N [T [N L a L a
: P 24 | 1587 | 71 4921 9 6.35 | 14 | 9.52 27 19.05
1 Women are accessible to relevant training and

development towards leadership.

2 Women are provided clear awareness of the | 18 | 1270 | 28 | 1917 | 476 60 | 4127 | 32 ) 22.22

vision and mission of their organization.

3 Our Bureau has consistent plan to empower | 23 | 1587 | 71 | 492} 5 | 317/ 30 | 2067 ) 16 | 1111

women as leaders.

4 Our organization set sustainable motivation | 39 | 2698 | 69 | 47.6) 5 | 317} 21 | 1429 | 11 | 7.14

system for women empowerment.

5 Our organization attend and tries to fulfill the | 2 | 1587 | 69 | 4769 | 635128 | 1905 | 16 | 1111

need, and concern of women in leadership.

6 Our organization encourages and values the | 2 | 1905 | 74 | 508 12 | 7.94 118 | 127 | 13 | 9.52

women employees for their creativity and

contributions in leadership position.

7 Our leaders invest their time and energy in 82| 2222 | 86 | 60319 | 635) 7 | 476 | 9 | 635
helping women to overcome weakness and
improve their potential.
44 | 30.16 | 75 508 | 6 476 | 14 | 9.53 6 4.76

8 Our organization openly supports successful

mentoring relationships for leadership position
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9 Our leaders are committed to encourage womers| 2064 | 8 | 555) 9 | 635716 ) 1111 | 9 | 6.35

overall development.

Source: Field Survey (June, 2015).

As it is can be seen from table 4.2 above, the ntyajof respondents 65.07% disagrees/strongly dées=g)
with the statement ‘women in their organization ao¢ accessible to relevant training and developmen
towards leadership’. Whereas 28.57% replied thewtbmen are accessible to training and development
to become leaders and the remaining 6.35% hasinmop

Similarly, the majority of the respondents (63.43%plained that women in their organization haeacl
and understandable awareness about the missiowisiod of their organization. In contrast, 31.8%
argued that the women employees have no clear stadeling of their organizational mission and vision
and the remaining 4.76% have no opinion abouttdtersent.

Moreover, the respondents (65.07%) in major hasgaeded that their organization has no consistent
and successful women empowerment plan for becomeimders. 31.78% agree/strongly agrees on the
statement that their bureau has a consistent plampower women as leaders and the remaining 3.17%
has no opinion.

With regard to the statement ‘our organization sestainable motivation system for women
empowerment’ 74.58% of the employees disagreefsiyyatisagree whereas 3.17% have no opinion on
the statement, and 21.43 % agree or strongly agree.

Table 4.2 also indicates that the majority of ereés disagrees/strongly disagrees rating 63.4786, th
organization attend and tries to fulfill the neadg concern of women in leadership. Whereas th630.
agrees/strongly agrees about the statement amdrtfaning 6.35% of the respondents have no opinion.

Similarly, the respondents 69.85% hardly believiedt tthe organization is encourage and values the
women employees for their creativity and contribog in leadership position. 7.94% of the resporglent

have no opinion and the remaining 22.22% resposdetied that their organization is encouraging and
giving values for women’s’ creativity and contrifmrts.

Table 4.2 also shows that the majority of the womespondents (82.52%) replied that their leaders do
not invest their time and energy in helping womerotercome weakness and improve their potential.
Whereas 6.35% of the respondents have no opiniorthenstatement and the remaining 11.11%
agree/strongly agree with the statement.

Moreover, the respondents rated 80.96% disagremsgty disagrees with the organization openly
supports successful mentoring relationships fatdeship position, 4.76% have no opinion and thersth
14.29% agree/strongly agree that their organigaiso supporting them for becoming in leadership
position.
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Lastly, the majority of women employees 76.14% glisa/strongly disagrees about their leaders are
committed to encourage women's overall developn&88% have no opinion on the statement and the
remaining 17.46% agrees/strongly agrees that tlesiders are committed to support women for
development.

3. The influence of Socio-cultural Status on worearpowerment

Table 3: The influence of Socio-cultural Status

Questions Scales
o
N > 8 o g >
[=2) = = (5] [=))
0 5§ § g g ¢ s ¢
= & a a 5 < n <
g| € 5| € 5 = 3 = g| €
=1 7 =] (93 =1 @ > (93 =1 @
o o (= o o o o o o o
o & o 5 © | & o & | &
[ a [T o [ a [T o [ a
1| Women are expected for leadership role| 2 | 2420 | 8| 5873 | 7 | 476 23| 15871 9 635
position in the society.
2 Women are socially and culturally 16 | 11.11 19 | 12.70 9 6.35 80 55.55 21 14.29
suffering from work stereotype and
discrimination of labor.
% | Work is performed better if women lead.| 4 | %2 | 30| 2083 | 5 | 317 60 | 427 ] 3§ 2540
4 Women are CulturaIIy allowed to 30 | 20.63 69 | 47.62 7 4.76 21 14.29 18 12.40
communicate freely in daily activity of
their position.
5 Our religions SUppOft to empower women 25 | 17.46 59 | 41.27 14 9.52 38 25.40 9 6.35
to leadership position
6 Women can Iead challenging Working 21 | 14.29 14 | 9.52 9 6.35 65 44.44 34 25.40
environment.
7 11 7.94 5 3.17 9 6.35 80 55.55 4D 26.98
Women are competent enough to acquire
the necessary leadership skills

Source: Field Survey (June, 2015).

From the table 4.3 above, the majority of the resots disagrees/strongly disagrees with that women
are expected for leadership role position in theiedp which is indicated by 73.02%. 4.76% of the
respondents have no opinion and the remaining 22.2a8rees/strongly agrees with the statement.
Women are involved in community managing role basedare and maintenance of human beings and
provision of items of collective consumption, mentbe other hand play a community leadership nole i
which they organize at the formal political levethin the framework of structural system. This inepl
that women are involved in voluntary community @ags in which they are not paid, while men are
involved in a position of community leadership withid capacity.
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Moreover, 69.84% of the respondents agree/stroagitge with the statement ‘women are socially and
culturally suffering from work stereotype and disdnation of labor’, 23.81% either disagree or sgly
disagree where as 6.35% show no opinion.

Similarly, 66.67% replied by saying agrees/stronglyree with that statement about the work is
performed better if women lead. The remaining 3.1¥&ee no opinion and 30.15% disagrees/strongly
disagrees on the statement. Hence, because thatynafjovomen respondents are not at head levsl the
think that the work is better to be performed bynrttean women.

The table 4.3 above also shows that 68.25% of dspandents disagrees/strongly disagree on the
statement about ‘women are culturally allowed tmownicate freely in daily activity of their positio
4.76% of the respondents have no opinion and theaireng 26.69% agree/strongly agree on the
statement. This shows that there is cultural imadctut the future discrimination on women to freely
communicate with the others.

Moreover, it is also indicated that the majoritytbbé respondents 58.73% disagree/strongly disagree
the saying that their religious does support the@merment of women for leadership position. Whereas
9.52% of the respondents have no opinion and thaireng 31.75% agree/strongly agree. So, thelrgeis t
religious impact preventing women to become leauhetise concerned organizations.

From the table 4.8 above, the majority of the resots 69.84% believed that they can lead the
challenging working environment whereas 6.35% hane opinion and the remaining 23.81%
disagree/strongly disagree on the statement.

Furthermore, the majority of the respondents 82.88tee/strongly agree with the statement ‘women are
competent enough to acquire the necessary leapeskitis’. 6.35% of the respondents have no opinion
and the remaining 11.11% disagree/strongly disagrees means that women to their knowledge are
enough to acquire the necessary leadership skills.

4. Challenges of women in leadership

Table 4: Challenges of women in leadership
Scales

N Questions

Strongly
Strongly
Agree

(o}

Frequency
Frequency |Disagree¢
Frequency |[Undecidec
Percentage
Frequency |Agree
Frequency

= .

= | Percentage | Disagree
HN

=

H
& | Percentage
S
o
a
w | Percentage
©
~
-
o | Percentage
©
N

N
[
~
»
O
=)
~
©
N
w

—

Women are marginalized from decision making &

all levels of public administration.

Women are more responsible to take risk of | ™ | 79 | 7| 476 | 5| 317 46| 3175 ) 76 | 5238

carrying burdens of their families.

Women are more accessible to their resource | 2t | 142° | 53 | 3651 | 14| 952 | 39 | 26.98 | 18 | 1270

ownership and development.
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4 Idﬁ 31.75 | 63 | 42.85 9 6.35| 18 | 12.70 | 9 6.35

The hard work and long hours duty of leadersh

inhibit women's progression to top leadership.

Family responsibilities are barrier to women | 30 | 2064 | 48 | 3333 | 5 | 317) 41 | 2857 ) 21 | 1429

empowerment.

Traditional beliefs and cultural attitudes in socigy? | 1746 | 18 | 1270 | 7 | 4.76) 72 | 4921 | 23 | 15.87

influence women's in decision making.
Source: Field Survey (June, 2015).

From the table 4.4 above, the majority of the ragots 69.84% agree/strongly agree with the stateme
‘women are marginalized from decision making atlallels of public administration. 4.76% of the
respondents have no opinion and the remaining 2%8#gree/strongly disagree with the statement.
Form this it can be deduced that the female irstiected organizations are less appointed in Ishiter
position which influences them from decision making

Similarly, 84.13% of the respondents agree/strornafyee with the statement ‘women are more
responsible to take risk of carrying burdens ofrtfemilies. 3.17% of the female respondents hawe n
opinion and the remaining 12.7% disagree/stronggagiee. Hence, from this is concluding that if the
women get the leadership position in the commuhigy can have the ability to bear the risk.

Moreover, the almost half (50.8%) of the responsietisagree/strongly disagree that women are more
accessible to their resource ownership and devedapnWhereas 9.52% of the respondents have no
opinion and the remaining 39.68% of the them ags&ehgly agree on the statement. Hence, it can be
said that there are limitations on the women imgisheir resource freely and developing their skaihd
knowledge at the expected level and to be compeitiéimtmen employees.

Table 4.4 also shows that 74.6% of the sample refgpus disagree/strongly disagree with the statemen
‘the hard work and long hour’s duty of leadershpibit women's progression to top leadership’. Only
19.05% of the respondents agree/strongly agre¢hanegmaining 6.35% have no opinion. Thus, it can b
seen that the women are not as such influencetebiatk of skills and knowledge but because they ar
not entitled in leadership positions.

Furthermore, the majority of women employees dsefgtrongly disagree with the statement that family
responsibilities are barrier to women empowermévhereas only 3.17% of the respondents have no
opinion and the remaining 42.86% of the respondamtse/strongly agree with the statement.

Moreover, the majority of the respondents (65.08Yree/strongly agree with the statement ‘tradifiona
beliefs and cultural attitudes in society influenmemen’'s in decision making’. Only 4.76% of the
respondents have no opinion and the remaining 30di6agree/strongly disagree on the statement.
From the table 4.4 above result it can be infethed women are influenced by factors as cultuek |

of experience, education, training so that theynaten a position of making decisions. The analydso
shows that women believed that they have the whdittake risk of carrying burdens of their fanslie
even though there are cultural systems hinderieg #mpowerment. It is also seen that because the
women empowerment is less in the selected orgamizathey are less accessible to their resource
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ownership and development at the societal leveloredver, it is also found that even though thegbb
leaders is hard and takes huge amount of timeytimen believed that this is not the matter for them
inhibit women's progression to top leadership blaéofactors influence their empowerment.
The finding furthermore indicates that family respibilities are not barrier to women empowermerit bu
there is the lack of concern for women empowernfemmb organizational side i.e. there is no mentqring
training, experience sharing, coaching, and devetopg, of women employees in the selected
organizations. Lastly, women believed that theesteaditional beliefs and cultural attitudes in soeiety
affecting the women’s in decision making.

In the same way, the data obtained through tleeviews made with the bureau heads pointed out that
women at top leadership positions are few in num@érich agree with the evidence from document
analysis (14.59%) of women are participate in lestuip position in bureaus under study.

Discussion and Interpretations

From this it is possible to infer that women empley working in the selected institutions are not
sufficiently represented in leadership positionisifurther implied that, the majority of the emytes
hardly believed that the women are posted/ reptedemniformly across all public sectors at regional
level. The analysis shows that women are not faiegresented in positions of greatest influence
llegislative, executive, and judiciary organs. Tlegued that the women leaders are not as suale acti
and exemplary model in making public decisions.

Moreover, the employees believed that the womedelsahave no enough potential to guide, set the
vision and to aspire other women to the positioteatiership. They also argued that women at diftere
leadership positions are not confident full in dem making process. Lastly, employees argued that
women at senior level positions are not doing tp@wer other women i.e. coaching and, mentoring the
future women leaders is less by the present wossaters.

As interview conducted with vice Bureau head of womyouth and children Affairs on (June 2, 2007)
government at all levels are exerting much effort the empowerment of women and encouraging
progress has been registered as compared to théub@es. But in empowering women at leadership
position still it need integrated effort of all k&dolders. The responses obtained from open ended
guestion and document analysis also shows thathéoempowerment of women at leadership positton, i
needs the commitment of all concerned bodies, &dpeleaders at key leadership positions.

From the findings, thus, one recognize that duenéitin should be given by all stakeholders to engrow
women at all levels of leadership positions.

From the above table 4.7 it is found that womerthigir organization are not accessible to relevant
training and development towards leadership. Algiowomen have the clear understanding of the
organizational mission and vision, the organizahas no consistent plan to empower women as leaders
The analysis also implied that organization has seitany sustainable motivation system for women
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empowerment, attend and tries to fulfill the nessaj concern of women in leadership. Even toughethe
are rules and regulations that indicates the woerpowerment in the organizations, they are not
encouraging and valuing the women employees forr ttreativity and contributions in leadership
position.

Furthermore, the leaders are not investing theie tand energy in helping women to overcome weakness
and improve their potential. In addition, ther¢eiss emphasis for openly supporting successful onegt
relationships for leadership position of womengdkra are not committed to encourage women's overall
development to become more good leaders.

The data collected from the open-ended guestiorede® that, the government has devoted to rediee t

equal participation and getting benefit from theivolvement at all level, by designing polices and
strategies that realize the benefit of women. Butdality women are not empowered to leadership
positions.

So, based on the above analysis, it can be sdidetiders at top level and all the concerned bdubes
to devote their time and energy to work cooperatit@ empower women.

From this it can be inferred that women are noteetgd to be leaders in the community due the alltur
impact. Data analysis also tells that women ar@aBp@nd culturally suffering from work stereotyped
discrimination of labor because of the socio-caltslystems in the society.

Women employees also argued that the job will keebdone if the women lead the organization. It is
also found that women are believed to be culturadiyallowed to communicate freely in daily actpvif

their position. In addition, the religious institris are not making awareness for the women to theld
leadership position. Irrespective of the cultuedtbrs women can challenge the working environnfent
they get chance of leadership position. Moreowemen are expected to be competent in acquiring the
necessary leadership position. Therefore, therewdteral facts that influence the women involvemien
empowerment.

As the responses obtained from open-ended queséindsinterview of bureau heads women are
competent enough and devoted for their goals i @re not socially and culturally deprived from the
chance of empowerment.

From the findings, thus, one recognize that codgperaffort has to be taken by medias and all corext
bodies to raise the awareness in the communith@imiportance of empowering women.

Furthermore, this is supported by the report “...HHPe deep-rooted in cultures and traditions pgssin
through generations. They have implications for ithejualities suffered by women in education and
employment as well....” (MLWDO, 2006).

From the table 4.9 above result it can be infethed women are influenced by factors as cultuek |
of experience, education, training so that theynaten a position of making decisions. The analydso
shows that women believed that they have the whdittake risk of carrying burdens of their fanslie
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even though there are cultural systems hinderieg #mpowerment. It is also seen that because the
women empowerment is less in the selected orgamzathey are less accessible to their resource
ownership and development at the societal leveloredver, it is also found that even though thegbb
leaders is hard and takes huge amount of timeytimen believed that this is not the matter for them
inhibit women's progression to top leadership blaéofactors influence their empowerment.

The finding furthermore indicates that family respibilities are not barrier to women empowermerit bu
there is the lack of concern for women empowernfemmb organizational side i.e. there is no mentqring
training, experience sharing, coaching, and devetopg, of women employees in the selected
organizations. Lastly, women believed that theesteaditional beliefs and cultural attitudes in soeiety
affecting the women'’s in decision making.

In the same way, the data obtained through tleeviews made with the bureau heads pointed out that
women at top leadership positions are few in numérich agree with the evidence from document
analysis (14.59%) of women are participate in lestip position in bureaus under study.

From the findings, thus, it is possible to coneldldat women are marginalized from decision making

all levels of public administration due to the lawfkaccess to empowerment, the influence of trauakti
beliefs and cultural attitudes in society. So, dase the above analysis, it can be said that all th
concerned bodies have to work by integration t&léathe challenges of women empowerment, such as
lack of access to participate in decision makingitm, getting relief from more responsibility take

risk of carrying burdens of their families, tradiial beliefs and cultural attitudes in society uefice
women's in decision making.
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ABSTRACT

The study provides an empirical evidence of thati@hship between macroeconomic variables and bank
stock returns in the context of GCC countries usinganel data approach. The data for this study is
retrieved from the DataStream World Bank Data aehihe data of 66 banks for the period 2005-2014
was examined using GLS estimation for the analyBie findings revealed that there is relationship
between macroeconomic variables and Islamic bawkn® hence the form of the relationship is pesiti
The positive relationship implies that most bank&ICC countries engage in numerous off-balancet shee
transactions and implement efficient and effectimethods of risk management which reduces their
exposure to changes in macroeconomic variables.

Keywords: Macroeconomic, money supply, interest, inflatiexchange

1. INTRODUCTION

One of the essential areas in finance and econamibge stock market; and the attempt in prediciisg
performance have enticed important consideration vafious economic and financial analysts
representing a common part of financial studieseBsally, supply and demand determines the pfiee o
stock (Al-Shubiri, 2010). The amount of shares eésslby a firm created supply of stock, while the
amount of people who wish to buy the shares crehieediemand. In this case, sellers and buyerssasses
information on the company, the industry, the beissnenvironment, as well as their own goals of
investment (Palepu, Healy and Peek, 2008; NYSEG6R00he first thing to consider when making
decision on buying or selling a stock is the finahhealthiness of the company. Cash flow analysiso
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analysis and strategy analysis are key liquiditiedrinants to evaluate the financial healthinesthef
firm by considering the previous, current and fatyerformance of the firm (Palepu et al., 2008).
Another essential factor that is considered in favaluation is the industrial performance (Palejpal.e
2008). When an industry is declining investors mayder why the firm is not growing even when it is
financially healthy. Adding to the specific indystor firm, general trends signifying fluctuatiorns the
overall political and economic environment will barefully monitored by the investors. These signals
can indicate the healthiness of the economy (NY3E)6). Meanwhile, macroeconomic variables
measured the performance of the economic environriiéere are numerous studies that evaluate the
link between stock performance and these variatbes a kind of diverse time horizons (Mollick and
Assefa, 2013; Abugri, 2006; Asprem, 1989). Thisdgtaoncentrates on how stock return of banks is
affected by some of these macroeconomic varialplesifically money supply, inflation rate, intereate,

and foreign exchange rate.

Previous studies have shown that some importanibriacetermine stock return, however the exact
amount cannot be ascertain (Foong et al, 2012)reTare two theories which commonly explain the
nature of stock return, which include arbitragecipg theory (APT) and capital asset pricing model
(CAPM); both theories stipulate an association ketwrisk and expected return. Though, the featfres
CAPM has made it to be seriously criticize as thadeh only uses market return as the determinant of
stock return fluctuations (Foong et al, 2012). sTieficiency shows that CAPM is less efficientutl f
explanation of the price of risky asset. Butt, RahmmKhan, and Safwan (2010) argued that numerous
significant factors explain stock returns fluctoatifarther than a single market factor. Thus, AR &n
alternative multifactor asset pricing model that ba applied to ascertain the variation in stot¢lrre In
formulating the APT, the assumption of Ross (193@hat the uncertainty in return of assets wastdue
common firm-specific factors and macroeconomicdexctHowever, Opfer and Bessler (2004) found that
APT was generated with a limited amount of econdiators or variables.

According to Ihsan et al. (2007), the general ustdeding is that systematic financial and economic
news influence stock return. In addition, Butt le{2010) also stressed that a number of variorectior
indirect factors that predict a significant partstbck returns have influence on stock returns. Gh#
Cooperation Council (GCC) countries formulate samiegulations in terms of administration, legisiat
religion, tourism, customs, trade, and finance;dwerse in terms of level of size, historical bgund,
resource endowment and economic development. Theyath market-based and fastest growing
economies in the world with a high level of oil amatural gas export dependency which their economic
integration is rationalized through a “Common MdikéArab Times, 2008; The Peninsula, 2015).
Therefore, the economy performance of these camis significantly sensitive to the developments
within and outside their borders. When the econenmiethese countries turn down, it may affect the
performance of stock markets in this cooperatiao(fg et al., 2012).

Most economist and financial analysts conclude ltfzeitks costs, revenues and profitability are direct
affected by the unanticipated changes in macroenanwgariables (Choi and Yoon, 2015; Chude and
Chude, 2013 Kasman et al., 2011; Saunders and Ygowp 1990). Due to globalization and
liberalization which leads to volatility of the &incial market in present years, majority of barfiat t
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typically perform their operations in overseas Ullguface exposure to these macroeconomic factors.
Thus, changes in macroeconomic variables could hanegative influence on the banks viability ifithe
influence cannot be removed through methods ofrmakagement (Gilkenson and Smith, 1992).

The exposure of banking institutions to changesnactroeconomic variables can be reduced through
implementation of effective and efficient methods risk management and involving in numerous
off-balance sheet transactions (Kasman et al.,)2Gidwever, there is more vulnerability on the pafrt
financial institutions in developing countries besa of their insufficiency in such techniques and
instruments and it is not amazed that severe finhodses often occur in these countries. Theggfibris
imperative and worthy to examine the effect of rmaconomic variables on the stock return of banks in
GCC countries since most of the countries undes tloioperation are developing countries, and the
findings can have significant effects on policynfioation and financial stability of banks and rexaty
authorities in GCC countries.

In spite of the clear necessity to understandrnfiaance of macroeconomic variables on the stottkme

of banks, only limited studies examined overtly ih8uence of macroeconomic variables on stock
returns of banks and their volatility in the cagedeveloping markets (Adam and Tweneboah, 2008;
Al-Sharkas, 2004; Maysami et al., 2004). Thoughnynaf the research on this problem only focused on
developed markets (Choi and Jen, 1991; LaurenceXa®?; Gunsel and Cukur, 2007; Humpe and
Macmillan, 2007). Therefore, this study contributeshe literatures on Islamic banking and finairce
many ways. Firstly, it provides a new evidencenfiiience of macroeconomic variables on Islamic Bank
returns. Secondly, it also proffers a new proothef relationship between macroeconomic variables an
Islamic banks returns in the context of GCC coestrwhich is of interest because of the increased
economic cooperation in accordance with the GC@eagent, the successful financial reform, and the
distinguished structure of their stock markets.rdllgj it uses a panel data approach through GLS
estimation in examining the model for the removalrmobservable heterogeneity.

2. LITERATURE REVIEW

2.1 Money Supply and Bank Stock returns

Money supply is the aggregate quantity of monegssible in an economy. In an economy that apply the
restrictive monetary approach, reducing the grovlevg! of money supply will lead to reduction ireth
supply of fund and expansion of businesses. Aiciistq monetary approach increases market interest
rate and cost of capital for firms (Foong et a012, Chude and Chude, 2013; Choi and Yoon, 2015).
However, a reduction in money supply may reduckatioi rate, which then result in lower expectetg ra
of return through the reduction in interest rateqfftg et al., 2012; Chude and Chude, 2013; Choi and
Yoon, 2015).

Financial scholars and economist are highly detsethito know whether stock return is affected by
money supply, and many studies have proven tlaateis ( Keran, 1971; Pesando, 1974, Chen et a; 198
Fama, 1991, Arestis and Demetriades, 1997; Priek¥96; Choudhry, 1999; Omole, 1999; Cassola and
Morano, 2004; Van Nieuwerburgh et al., 2005; Gaalgt2006; Ikoku, 2007; Gay, Jr., 2008; Maku and
Atanda, 2009; Osisanwo and Atanda, 2012). Any césuig money supply has a close relationship with
stock price fluctuation, a direct influence on &taotarket, and an indirect influence on bond mablested
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on the adjustment of interest rates (Choi and Y@0A5). When the decrease in real interest ratas &
result of the increase in money supply, investaikamticipate an increase in stock returns (Chadd
Chude, 2013). However, stock prices will be affdcteegatively when money supply increases
excessively because it could induce inflation. €fae, the stock market volatility can be increabgd
money supply (Choi & Yoon, 2015).

Some studies found a negative relationship betweamey supply and bank stock returns (Maghayereh,
2002; Humpe and Macmillan, 2007; Abugri, 2008), le/lsiome other studies found a positive relationship
(Muradoglu and Metin, 1996; Al-Sharkas, 2004; Mawsat al., 2004; Sirucek, 2013), and some studies
found no relationship (Muradoglu et al., 2001; Ozb2009; Choi and Yoon, 2015). Based on these
various findings, it shows there are mixed resoltsthe relationship and the nature of relationship
between money supply and bank stock returns.

2.2 Interest rate and Bank Stock Returns

Interest rate is the price a borrower needs to grathe time value of money that bank pay for the
depositors. Interest rate is used to control testment, inflation and unemployment and to aftaet
performance of economy. In some years now, theafjidtion and liberalization of financial marketssh
triggered exposure to many sources of (@keng, Tzeng and Kang, 2011). The influence of@sterate
and money supply on banks' stock returns has b&enam concern to regulatory authorities, bank
managers, investors and academic communities, giedailure of numerous banks has been specificall
attributed to the adverse influence of their flations especially interest rates (Kasman, VarddrTamc,
2011, Elyasiani and Mansur, 2003).

Several hypotheses and models can theoreticalllaiexthe influence of changes in interest rate and
exchange rate on bank stock returns (Kasman et2@ll). Primarily, based on Merton’s (1973)
Intertemporal capital asset pricing model (ICAPMjnterest rate risk can be included in ICAPM as a
possible additional market factor, as a changeheinterest rate can signify a change in the set of
investment opportunity. As a result of this, ineestneed extra compensation for risk bearing dubedo
changes. Similarly, the consequences of APT cam giwdence of may be interest rate or exchange rate
are priced factor in the bank stocks’ equilibriumce (Sweeney and Warga, 1986). In regards to
equilibrium, interest rate and exchange rate Seitgis exert a significant impact on the commoocks

of financial institutions including banks (Kasmarag, 2011; Yourougou, 1990).

Some authors also explain the sensitivity of bamisrest rate on stock return based on the arraege

of their balance sheet by using the nominal cotitrgdypothesis (Bach and Ando, 1957; Flannery and
James, 1984; French et al., 1983; Kessel, 19563. iypothesis indicates that the sensitivity of ksan
interest rate on stock return is determined byniln@ber of net nominal assets the bank held (Kasrhan
al., 2011). Banks common stock returns are affebiedhe effect of wealth distribution triggered by
unexpected inflation when banks hold nominal asaet$ nominal liabilities (Kasman et al., 2011).
However, since most financial institutions have conplete the process of internalization, thereigh
probability that interest rate sensitivity is diffat among banks. Thus, the financial operatiords an
nationality of banks will influence the degree lo¢ differences.

In addition, this has been proven when some autfidogd and Shick, 1977; Chance and Lane, 1980;
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Lynge and Zumwalt, 1980; Flannery and James, 1B8dth and Officer, 1985; Scott and Peterson, 1986;
Bae, 1990) use the two-index model (i.e. both tlaeket and the interest rate factor) suggested diyeSt
(1974) to examine the bank equity returns baseitth@mypothesis of constant variance error term.l&Vhi
some authors (Lloyd and Shick, 1977; Chance & L4880) find that the index of interest rate has a
little contribution to the process of generatingcktreturns of financial institutions, some othathars
(Lynge and Zumwalt, 1980; Flannery and James, 18&#th and Officer, 1985; Scott and Peterson,
1986; Bae, 1990) uniformly find that the index aferest rate does no contribution to the process of
generating stock returns of financial institution&ccording to Akella and Chen (1990), these
dissimilarities in results can be traced to theatemns sample period and interest rate varialskesctural
changes in the banking sector, and / or model Spaion.

However, empirical studies provided that thereuisssantial evidence for banks’ stock returns eximdi
statistically significant negative relationship lvinterest rates variations (Fama, 1981; GeskeRauik
1983; Flannery and James, 1984; Brewer and Led; Btt and Peterson, 1986; Kane and Unal, 1988;
Saunders & Yourougou, 1990; Kwan, 1991; Akella &&rbaum, 1992; Choi et al., 1992; Al-Sharkas,
2004; Maysami et al., 2004; Abugri, 2008; OzturR08; Adam and Tweneboah, 2008). Ozbay (2009)
argued that there are plausible reasons for hypizihg a negative relationship between interessrand
stock returns. One of it is that an investor pemegia decided discount rate as an expected rasturh
(Stowe et al., 2007). As the main interest ratemdjssted by the government, the risk-free ratexgbs.
Any increase in interest rate leads to increageskafree rate, which would then result to highearket
rate. With all things being equal, the expectedlstprice should fall because of the increase in the
expected return. On the other hand, if there Idgrfiahterest rates and all things being equal,ekeected
stock price should increase due to the drop iretpected rate of return. Moreover, the expectesl oht
return increases when there is increase in rigkipira.

Furthermore, interest rates influence banks’ opmrat If interest rate increasesgteris paribughe cost

of capital will be higher. Thus, there is needddpank to intensify effort in a higher interest romy to
achieve higher returns. It is also expected thantgative relationship between interest ratesaaritet
returns should be through either the effect ofalist factor or inflation (Choi and Jen, 1991; Hunapel
Macmillan, 2007). It has been proven that mostystinterest rate and bank stock return is cogrsist
with the theory as the studies for both developed emerging markets report negative relationship
between stock returns and interest rate.

2.3 Inflation rate and Bank Stock Returns

The presence of inflation in an economy increakesvialue of the contingent claims. Therefore, the
proportionate increases in prices should not affectictual rate of equity returns. However, Hat®y{)
stressed that the monetary assets of a firm suchsis debt, securities and receivables are indepén
of changes in the level of price. Hence, changésfliation only affected the actual part of tharfir
Surprisingly, studies have shown evidence of a tngaelationship between nominal stock return and
inflation (Fama and Schwert, 1977; Gultekin, 198&)cording to Fama (1981), this negative relatigmsh
can be explained through two channels. Firstly,e tiegative inflation —real activity induced the
relationship through the money demand theory aedjtlantity theory of money, and stock returns have
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positive relationship with real variables such agpat and expenditure as elucidated in the findheery.
Secondly, nominal risk-free rate and discount ragy increase through increase in inflation. Thi§ wi
then decreases stock price as stock price may deeded as the discounted value of the estimated
dividends.

There are mixed findings regarding the impact @datron on stock returns. The study of Hoguet (2008
found a negative correlation between stock returd @aflation, implicating that higher inflation et
reduces expected growth earnings and increasegaéqeal rates of returns. Many findings also find
negative relationship (Maghayereh, 2002; Al-Shark¥4; Nishat and Shaheen, 2004). In contrast,
some studies found positive correlation betweelatioh and stock returns (Firth, 1979; Maysamilet a
2004; Adam and Tweneboah, 2008). Moreover, somefsgudies also found insignificant relationship
between stock returns and inflation (Ozturk, 2008soy et al., 2008).

2.4 Foreign Exchange Rate and Bank Stock Returns

The enormous rises in liberalization of capital emments and globalization of trade have position
currency value as a determinant factor influeneaqaity prices and profitability of business (Kin@j(3).

The international competitiveness of firms is aféecby the fluctuations of exchange rate. It infices
firm value since currency values fluctuations leémlghe change in future cash flows. The theory of
economy suggests that exchange rates fluctuatidhéead to change in profitability and investments
reflecting in the financial performance. As a resilthis, stock returns are affected by movementke
firm’s operations (Agrawal, Srivastav and Srivaata®010). This has been proven by previous and ofte
referred research of Dornbusch and Fisher (1988ywsflow oriented model. They stress that tharkit
cash flows, competitiveness and exports of localgiimproves when there is depreciation in theevalu
the local currency. This will lead to increase ices of stock, as a reaction to the increase ficipated
cash flows. On the other hand, the foreign demdrekporting firms decreases when the local currency
appreciates (Cheng et al., 2011; Solnik and McLga®@09). This decreases the stock return as well a
the profitability. Meanwhile, for a firm that deails importation its firm value sensitivity to chagyin
currency is in contrary (Yau and Nieh, 2006).

The volatility of exchange rate can influence btitd stock returns of domestic and internationahdir
(Agrawal et al., 2010). Local firms with not intational operations, transactions, assets anditiabil
also face the exposure to changes in exchangesirate the price channels of their input and output,
chains of demand and supply or the competitorepnoay be influenced by changes in exchange rate.
Grammatikos et al. (1986) and Chamberlain et &97) were the initial studies that focused spealifjc

on the exposure of foreign exchange rate on bastkgk return. Their findings showed that foreign
exchange exposure influences US banks’ returnsam®Bbrlin et al. (1997) relate the sensitivities of
exchange rate of Japanese banks with US banksgtinrite use of both monthly and daily data. They
revealed that a significant part of the stock mdunf US banks seemed to be sensitive to the change
exchange rate; while only a smaller number of stetirns of Japanese banks are sensitive to changes
exchange rate.

Kasman et al. (2011) examine the influence of lm¥thnges in exchange rate and interest rate on the
stock returns of banks in Turkey applying the GAR@hRO OLS estimation models. Their findings
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showed that changes in exchange rate and inteagst significantly and negatively influence the
conditional stock returns of banks. Their resufoalmplies that the volatility of exchange rate and
interest rate are the main determinants of thetilibfeof the stock returns of banks.

3. METHODOLOGY

A panel data approach is used in this study to fimel empirical evidence between the relationship
between macroeconomic variables and bank stocknsein the six GCC countries (Bahrain, Kuwait,
Qatar, Oman, Saudi Arabia and United Arab Emiraféls¢ economic and bank data collected from the
Six countries is a yearly data from the period 20@014. The data was retrieved from the DataStream
and the World Bank data archive. Bank stock retumese retrieved from the DataStream while
macroeconomic variables were retrieved from Wor&hiBdata archive. Initially, the data consist of 71
banks from the six countries but due to missing aod-availability of figures that completely and
partially affected some banks, it was sorted tob@éks with 421 observations. Table 1 depicts the
countries and the numbers of banks for this study.

Table 1: Number of Banks per Country

COUNTRY Firm- year Before  Firm- year Banks After Firm-year After
Sorting Before Sorting  Sorting Sorting
1 Bahrain 13 130 13 124
2 Kuwait 10 100 9 89
3 Oman 7 70 5 48
4 Qatar 9 90 8 77
5 Saudi Arabia 12 120 11 107
6 United Arab Emirates 20 200 20 190
Total 71 710 66 634

The measurements of the dependent variable angandent variables of this study are shown in Table

below:

Table 2: Variables Measurement

No Variable Measure Connotation
1 Stock Return Log of bank stock returns at time t R

2 Money Supply Log of money and quasi money at time t M2

3 Interest Rate Log of real interest rate at time t INT

4 Inflation Rate Log of Inflation rate at time t INF

5 Exchange Rate Log of exchange rate at time t EXRATE

Descriptive statistics is used to test the frequetistribution, while GLS estimation were used tiesting
the variables in the model, in order to examinesibaificant of the independent variables.
Hypothesis established for the macroeconomic viasadnd bank stock returns goes thus:
H1: There is relationship between macroeconomikéas and bank stock returns.
Hence, the following model was developed:
Log (R} = o+ 1log(M2)i:+ 2l0g(INT)it+ 3log(INF)i: + 4log(EXRATE); +
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4. RESULTS AND DISCUSSION

ELITE HALL PUBLISHING HOUSE

The descriptive statistics for bank stock retunms macroeconomic variables is shown below in T8ble

Table 3: Summary Statistics

Variable Mean Std. Dev. Median  Minimum Maximum Variance
Banks in GCC Countries
Bahrain 18.3752 176.525 0.454 0.042 1827 31161.02
Kuwait 1.0707 4.623 0.519 0.225 44.13 21.3725
Oman 0.3235 0.1726 0.2705 0.109 0.927 0.0298
Qatar 57.1444 34.7647 52.6 11.5 193.89 1208.59
Saudi Arabia 31.5146 21.4447 12.61 9.79 139.99 459.877
UAE 21.2856 23.7077 12.235 3.0283 176.604 562.055
Macroeconomic Variables
Money Supply 25.5008 2.1126 26.5042 21.9797 28.1888 4.4630
Interest Rate 1.3782 9.0827 1 -19.9269 43.5012 82.4946
Inflation Rate 3.7663 3.4752 3.0570 -4.8633 15.0501 12.0769
Exchange Rate 2.3124 1.6457 3.6388 0.2738 3.7515 2.7082

Stock returns of banks in GCC countries showedaaepf 184% in Bahrain, 107% in Kuwait, 32% in
Oman, 57% in Qatar, 31.5% in Saudi Arabia, and®h.2h UAE. This implies that most of the banks in
these countries have robust market value duringéhieds reviewed. The average of money supply for
these countries is 25%, while the median is 26.5B&. average of interest rate stood at 1.38% whée t
The

median is 1%. The inflation rate of GCC countreswveragely 3.77%, while the median is 3.06%.

changes in exchange rate are averagely 2.31%, thiilmedian is 3.6%.

Table 4: Correlation Matrix of Macroeconomic variables

R M2 INT INF EXRATE
R 1.0000
M2 0.0611* 1.0000
INT -0.0187** 0.0437** 1.0000
INF 0.0187** -0.0663* -0.2957 1.0000
EXRATE 0.1438 0.7777 0.0192** 0.0697* 1.0000

Note: **, * indicate significant at 5% and 10% respectively
The correlations that exist among the macroeconami@bles and bank stock return are depicted in
Table 4 above. The findings show that R (stockrmthas a positive correlation with M2 (0.0611) and

INF (0.1438) at 5% and 10% significant level respety, but a negative correlation with INT(-0.0987
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at 5% level. M2 has a positive correlation with IR0I0437) and a negative correlation with INF (6B8)
at 5% and 10% significant level respectively. INTHEEXRATE have a positive correlation (0.0192) at

5% significant level. Meanwhile, INF and EXRATE gresitively correlated at 10% significant level.

Table 5: Regression analysis of Each GCC Countries using GLStanation

Prob >
Constant log(M2) log(INT) log(INF) log(EXRATE) R2 chi2
Bahrain -12323.69 -28.3951 -3.91310 -10.599 -13272.74 0.6321 0.2303
0.021 0.608 0.099* 0.461 0.025
Kuwait -7.8307 0.0287 -0.0046 0.0673 -5.1132 0.5717 0.0130
0.023 0.916 0.000*** 0.789 0.023**
Oman -6.8975 0.1080 -0.0051 0.0855 -3.2062 0.4635 0.045
0.050 0.585 0.035* 0.468 0.033**
Qatar -1593.85 -1.88054 -0.4564 -0.1430 469.087 0.5217 0.000
0.032 0.858 0.004*** 0.000*** 0.032**
Saudi Arabia -267.888 -3.96787 0.1488 -0.3404 215.1513 0.3416 0.000
0.079 0.361 0.000*** 0.000*** 0.016**
UAE -18966.41 5.72631 0 -3.8922 14472.26 0.4866 0.000
0.000 0.279 0 0.000*** 0.072*

Note: *** ** *indicate significant at 1%, 5% and 10% pectively.

Table 5 shows the results of the regression arsabfstach GCC countries using GLS estimation. Based
on the result, interest rate (INT) has a negatifeience on the bank stock returns in Bahrain &6 10
significant level. In Kuwalit, interest rate and bange rate negatively influence bank stock rettirtf/a
and 5% significant level respectively. Similarly,®man interest rate and exchange rate affect stack
return at 10% and 5% significant level respectivéleanwhile, the bank stock return in Qatar is
influenced negatively by both interest rate anthtidn at 1% significant level but positively indaced

by exchange rate at 5% significant level. In Sadibia, the banks stock return is affected is pasit
affected by both interest rate and exchange ratémand 5% significant level. Moreover, inflationda
exchange rate negatively and positively influenoe stock return of banks in UAE at 1% and 10%
significantly level respectively. It also showsrir the estimation that money supply does not inftee

any of the stock returns of banks any GCC countries

Table 6: Regression analysis of all GCC countries together witBLS estimation
Variable Cofficient Std. Error z Prob.
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C -28.64324 8.771944 -3.27 0.001
log(M2) 8.967363 2.722946 3.29 0.001***
log(INT) 0.3339414 0.0540316 6.18 0.000%**
log(INF) 0.1202774 0.0603038 1.99 0.046**
log(EXRATE)  1.201805 0.1773017 6.78 0.000***
R-squared 0.8084

Wald chi2 (4) 4365.45

Prob > chi2 0.0000

Observations 421

Note: *** ** * indicate significant at 1%, 5% and 10% pectively

Table 6 shows the regression analysis of all bank&CC countries to examine the influence of
macroeconomic variables on their stock returns. rélsalt shows that the adjusted R-squared is 8Q.84%
indicating a robust relationship and that thesero®mnomic variables explain larger proportionhad t
variation in banks’ stock returns in GCC. All th@onoeconomic variables influence banks’ positiatly
1% significant level except for inflation at 5% sificant level.

Money supply explicates a greater proportion ofstoek returns, indicating that most of the voitgtibf

the bank stock returns was caused by money sudplyey supply has a positive significant relatiopshi
with bank stock returns of GCC. This result implieat the higher the money supply, the higher toekb
stock returns. The plausible reasons for thisas thange in money supply is a major sign for chang
stock price because it has a direct influence ooksimarket and an indirect influence on bond market
based on the adjustment of interest rates. Wheinthiease in money supply leads to decrease in real
interest rates, an increase in stock returns vellempected. However, stock prices will be affected
negatively when money supply increases excessivetause it could induce inflation. Therefore, the
stock market volatility can be increased by mongyp$y. Furthermore, increase in money supply ingplie
availability of excess liquidity for stocks purckasltimately leading to higher stock prices beeaof

the higher demand of both real good and commorkstoarkets. However, as Fisher’s equation assumed
that money supply could increase inflation and tihereases nominal interest rate; the increase in
interest rate results into higher expected ratetoin, and then lower stock price.

Interest rate has a positive significant relatigmstith bank stock returns of GCC. The plausiblasan
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for this is that interest rate sensitivity doesrexesignificant impact on the common stock of Iiagks,
which could be caused by the effect of wealth ithigtron triggered by unexpected inflation when bank
hold nominal assets and nominal liabilities. Meaisyhnflation has a negative significant relatibips
with bank stock returns of GCC. This indicates thathigher the inflation rate, the higher the batuck
returns. The plausible reason for this is that tpasiinflation —real activity induced the relatidmg
through the money demand theory and the quantégrihof money, since stock returns have positive
relationship with real variables such as output amdenditure as elucidated in the finance theory.
However, in a normal circumstances, low inflatiaterdecreases both nominal risk-free rate and uliéco
rate, which will then increase stock price sinaglstprice could be regarded as the discounted \&lue
the estimated dividends. Foreign exchange rate pssaive significant relationship with bank stock
returns of GCC. This implies that the foreign exuye exposures of GCC banks influence their stock
returns since most part of the stock returns ansitbee to the changes in exchange rate during the

periods.

5. CONCLUSION

This study has provided theoretical and empiricaldence that there is a relationship between
macroeconomic variables and Islamic bank stockrmetuThe aim of this study is to examine the
relationship between macroeconomic variables amtt Btock returns using a panel data approach. The
data for this study is retrieved from the DataStré&orld Bank Data archive. The sample consists of
listed banks in GCC countries. The data of 66 bdokshe period 2005-2014 was examined using GLS
estimation for the analysis. The findings revedledt there is relationship between macroeconomic
variables and lIslamic bank returns; hence the faifmthe relationship is positive. The positive
relationship implies that most banks in GCC coestengage in numerous off-balance sheet transaction
and implement efficient and effective methods &k rmanagement which reduces their exposure to
changes in macroeconomic variables. The implicabibthis study is that maintaining an effective and

efficient risk management method should be a pyidor all banks because weak risk management
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methods affect bank stock returns specifically dlgfothe macroeconomic variables.
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ABSTRACT

Recent chaos which is the consequence of tradit&tnactures in industrial organizations brings @bo
negative consequences for engineering and techin&aing system and several challenges are the gif
of such situation. In such organizations in whiclu@ators waste a lot of time to cope with, a great
amount of recorded organization knowledge is netdusnd education system loses energy under the
effects of decisions made in organization beforee Tuestion is that how innovation enables the
organization to achieve long term competitive nseirit such a variable business world. In this paper,
focusing on different aspects of innovation, thie @ innovational management in educational system
of technical or engineering industrial organizasiovill be elaborated.

Key words: Innovation, Educational Innovation, Engineerinigifiing, Strategy

1. INTRODUCTION:

Disarrangement derived from customary structuresndustrial organizations will result in negative
consequences for technical and engineering eduehtsystems and caused various challenges. In these
structures in which educators allocates a largeuatnof time in coping with, a lot of organization
recorded knowledge will be missed and side effedtseventually prevent organizational decisionsd®aa
before.
In today’s world, while industries are on the rg®responding to technology development, theretexis
some challenges such as fast evolutions of techpotiepolarization of the world, flexible productjo
automation, Information technology wide applicationindustry, production of products competitive in
global market, non-oil economics, etc. (Davami, 999rhe mentioned challenges on one hand and
organization’s need to stay on its rank even toraw it on the other hand caused the important and
strategy concept ‘innovation’ to require speciate@tion in management process of engineering
educations and trainings.
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Since, achievement of such goals involves changk raconstruction and technical and engineering
educational systems; regarding this approach tlestmun is that how innovation can enable industrial
organizations achieve long term competitive meiits.order to accomplish this question, following
considerations should be examined:

Identifying trainings which involves novel ideas

Clarifying new paradigms which can grant a focahpto new approaches

Conservative destruction of customs which restrieative thought

And finally, presenting samples and comparisonsiassist redefinition of what seems possible.

By examining and performing above suggestions pgyrbackground for responsiveness is prepared.
By this approach, innovation concept in engineetragmings will be discussed in the first sectidrtte
paper. In the second part, essentials and ndesssit training innovations are discussed. Studying
current challenges and processes by which innavatie shaped in system of organization’s technical
and engineering education constitute the main pigiaper’s third part. Following the paper, expelct
achievements are discussed; summing up the disoussme suggestions are presented with the hope
of enjoying improved educational innovations in @gement.
1.2. Terminology
Innovation: Thompson identifies innovation as a processnguwwhich organization selects a better
choice or even a different one and brings it iecpce in order to eliminate shortcomings of takested
approaches or to improve them (Thompson, 1993)leB@xpresses innovation as establishing new
alteration in organization strategy based proce@ater. 2006). Based on O’Reilly, innovation et
result of ‘internal development resulted from reskaand development’, ‘thought of managers and
employees on how activities are flourished’ ancafues in competitive essence’ (Branson, 2002).
2.2. Training Innovation
Educational innovation can be identified as nonhgafter principles, processes and habitual trggor
in other words, it is knocking off usual forms elsks (Rashid Kaboli, 1999). Based on this definjtio
innovation includes factors such as “ target sgttamd planning”, “motivating and synchronizing
attempts”, “arranging and controlling over actegi, “resource allocation”, “ putting knowledge ant
practice”, “establishing communication and relasbip development”, “talent discovery and assist
their promotion” and “ stabilizing external demahdStewart believes educational innovation as
accessible knowledge in education systems; it bradyantages forth, and augments educational system
capabilities in supplying addressees with theidsg&tewart, 1998). He considers educational inimva
enjoying four primary pivots:

Opportunities which are novel on nature

Processes which decreases costs

Revolutionary ideas which optimizes relationshipd data

Structural changes which boots the quality andcesthe costs

3. INNOVATION IN ENGINEERING EDUCATION AND TRAININGS
The most significant way in bringing efficiency technical and engineering Trainings seems to be
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reproducing dominant processes. Processes sudtasmaing the needs, planning, administration, and
evaluation are simulators which transform principésed educations to daily actions. Extraordinary
emphasis on instructions establishes laws whichirkies over the task and involves education systems
The greatest challenge seems to be presenting rieat. Some issues such as uncommon thought,
updated principles and paradigms and eliminatimgjtihg prodigious are influential in engineering
education and trainings as much as they are cruciather types of innovation. Authors believesttha
educational innovation as a part of creativity aahas the basis of new principles just when itivatts
revolution in customary believes which surroundsoeder of active and regular processes and methods
and results in sustainable competitive merits. dchsa situation, a management system based on
innovation is considered as the best way to estabbordination between strategy and structure.
It empowers the technical and engineering trairsggtems to identify cause and effect relationships
which results in values being internalized in ediecaand training. Thus, a unified innovation-kdise
system settles a pattern and a unified languagedimposing and transferring data on defining védue
education and training. By this approach, followmgposes are obtained more effectively and fdster
technical and engineering education systems:

Knowledge of scientific foundation of principlescamastery over fundamental studies

Applying updated engineering training methods(asialycalculations, modeling, experimental

design and studies) and making use of experiment

Identifying pressures of cultural and economicdextelated to engineering systems

Sensitivity to technical responsibilities, orgati@aal capabilities and presenting novel ideas

Developing professional engineering patterns iranizations and their arrangements (Davami,

1999).

Flores,Nayak and Sayles consider the following diactas effective ones on creating innovaion in
educations and trainings:

Managers and employees’ tendency in abandoningmiknowledge
Strategic connection of organization with enginagtrainings
Stopping investment on customary programs and rdstho
Focusing on customers needs

And organizations acquision ability(Stewart, 1998).

The above mentioned factors are used in both dynamd abstruse environments. Since a dynamic
environment is unpredictable, requires an orgarractire and sue to its complexity it needs
decentralized structure.

Generally, the essence of training innovations khmatch with organization’s real engineering reeed
and it should provide the organization with quanténd quality developments by granting the
environment cultural-economic acceptance and piggpatechnical knowledge background. Since,
engineering scientists and engineers’ activitiesukhbe focused on the country’s framework of needs
thus a logical and strong relationship should ebéttveen innovation and the country’s training eyst

so that a proper condition be provided for orgaions engineering training system (Davami, 2005).

4. TYPES OF INNOVATION IN ENGINEERING TRAININGS
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Although innovation in engineering trainings isateld to its processes alteration, but its gregiedt
relates to gradual change in structures or a caaibim of techniques, ideas and methods. Thus, three
types of innovation are introduced:

4.1.Subject innovation

Most of subject related innovations include gradi@nges which add new features or mixture in stibje
or context. These types of innovation always egis¢ to necessity of students while it can add to
organization’s competitiveness.

4.2. Procedure Innovation

It includes methods and approaches of planningteamcing administration; this innovation is obsatve
regarding resulted changes in costs and qualityraohing. Procedural innovation includes gradual
changes and betterment which decreases costs anovigs quality.

4.3. Combined Innovation

This type of innovation is a combination of topigahovation while it is related to processes; itl wi
increase the rate of effective communication witlgieeering societies by improving the quality and
guantity of training programs; awareness of updatethges, new skills and the ability of making oke
skills and novel engineering assists facility ie@uoplishing professional tasks (Rashid Kaboli, 2999

5. INNOVATION SIGNIFICANCE:

Innovation depicts the necessity of developmentmiodern trainings, updated processes and new
customers which are considered as the necessangmrtie in strategy development. These changes cause
new behaviors and value which organizations areemiggd on. The first step in engineering training
strategies seems to be setting the change progtsaih wivolves the whole organization strategies to
achieve it. This approach involves innovation imde&oral changes including attention to customet an
results which displays the necessity of technica engineering training for degenerating value.t@n
other hand, four internal behavior including untmnding strategy, value and commission, establishin
responsiveness culture, free communication, and teerk insist on the necessity of innovation. lder

to describe the strategic role of innovation, afiedi program is necessary for supporting spiritual
properties of organization. When organization’aining activities are focused on engineers, a
professional atmosphere is developed and techsisdro work in different units choose engineers as
their occupational pattern. No doubt that pivotafessional structure is useful for any units thiaee in
duties. But in practice, different units individlyahttempts to seek innovation and they competettey

in finding access to organizational resources. Adiogly, the necessity of attention in developing
training innovation can be answered with three tjoes.

In which technical transactions there can be néeaelment in organization?

There is a tendency in escaping problematic traiogecwhich are considered as stimulus of innovatio
For instance, development in engineering trainindicates two contradictory aspects of extreme
decentralization and regular management. Maylie umderstood that organization’s excessive intenes
maintaining current status influences investmentew and revolutionary ideas or maybe it comes to
mind that organization increasingly loses vitalitysearch of competitive merits. In such situatjdisth

of choices can be selected not just one of them.
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What is the main weakness of engineering trainings?

This question tracks a series of weaknesses. Sogamipations react improperly regarding the rapid
changes. In fact, the least usage of innovatiogprvenient environment and dynamic trainings is
observed.

What are the challenges confronting technical angineering training systems?

Rapid changes, customers increasing power, rividslower costs and thoughtful customers who cansis
a new generation of customers; they are not optitoiseceive proper services from organization. The
above factors require innovation both in manageratairs and in training innovation.

6. EFFECTIVE FACTORS ON INNOVATION PROCESSES

They are categorized in two main groups: interaitdrs [empowering organizations in trainings to
facilitate development and creation of revolutignprocesses in engineering knowledge] and external
factors ability in identification and presentingoper knowledge with engineers’ needs]. But the fpisin
identifying innovation’s main requisite? Who is ig&lministrative processes’ organizer? Innovative
programs are programed in the structure of whicitesgy and they are run with which purposes? How
are done activities traced and evaluated?

Any response to these questions require fundamehiahges in culture, leadership approaches and
creation of training value while prerequisite otlsichanges should be provided. Any of the facioes
discussed in details later.

6.1.Cultural features

Culture creates tendencies and predictive behawidnish shapes training systems practice method.
Mostly, culture identification allocates the firptace of importance to growth and training. Studies
indicate that innovation cannot improve functioredo lack of cultural incompatibility (Butler. 20D6
Now, the question is that it is culture which imesstrategy to organization or it is strategy whigtults

in culture? Xavier Greffe believes that strategyuences on culture. Training systems should inioed
tendencies and new behaviors to engineers to achestrategy. Charles. O'Rellly knows eight factors
effective on innovation culture including: risk tag, attention to details, result-based views,
competiveness, support, development and rewarthweek, and decision making(Kaplan and Norton,
2005).Based on the definition, authors believe thabvation calls fundamental changes in different
aspects of engineering and technical training systelo do the task, attention to tendencies and new
behaviors act as prerequisite of such changes.

6.2. Leadership Qualifications

Leadership of fundamental changes is a necessitarfoinnovative organization. Some organizations
make benefit of two approaches ‘a process for ptmgdeadership’ and ‘defining a model which
elaborates leaders’ features. Both of these appesaare focused on particular qualifications which
leaders should be equipped with. These approactstsad of studying leaders development aims to
describe them as they are (Rashid Kaboli, 1999¢hSapproaches identify leaders behaviors which
highlights their superior features. Thus, revolotiy leaders can play roles of ‘creating value’,
‘innovation seeking’ and human capital developmedrgaders who pay attention to innovation and value
creation, they promote technical capital of orgation with cultural programs; indeed, improving
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available capacities supports innovative purposes.
6.3. Creation of Value
Innovation, risk taking in engineering and techhit@ining systems stands in the first place in
adjustment with changes and revolutionary thinkstige. Full attention is dedicated to customer and
better performance, quick and low cost activiti\Essalso emphasized. For instance, Sony Co. Ltdnsla
to view the world via the customer window. This wpoint assist them to predict future needs and
opportunities(Kaplan and Norton, 2005).Another eglnMicrosoft asks managers, engineers and other
employees to present a value-based service tomastocand to connect with external groups in finding
new ways of adding value (Rashid Kaboli, 1999).
6.4. Organization’s Strategy
Innovation in engineering trainings develops byrfonique development strategies. First, organinatio
committee, approaches and values should be defiedond, responsiveness and arrangement link
strategy with innovation. Third, it improves andtols organizational communications, common bsgljief
standards, and values and finally, teamwork dinectviduals and different cultures of organization
6.5. Harmonized Trainings
Arrangement is a necessity for innovation in alifarms (Senge, 1997). All interconnected factbuil
clarify a pre-defined aim, a common perspective amtermined understanding of innovation effect on
improvement of organizational trainings. Harmonizedning encourages innovation and risk taking and
leads training system activities to achieve impurfaurposes. The essential item here is knowledde a
encouragement. In other words, all effective faxton engineering trainings should depict strategic
purposes in a way that all interested individualdarstand it and managers be certain of individaats
teams achieving supreme purposes which may assisvation (Porter, 2004). Advanced industrial
organizations make use of engineers measuremergsaioate understanding of innovation and the
amount of awareness, and by connecting personds goal business aims and plans, a strategic
arrangement is achievable.
6.6. Innovation
In engineering trainings, innovation is considew sl the most significant factor in presenting new
products. Believing innovation as a common taléyt,presenting proper development programs, the
unique feature of programs which can be mentiosetteativity can be continued.
Education experts believe that seven principlesvbelan lead to innovative trainings:

Achieving creativity features, awareness and oripatattitude

A proper understanding of innovation

Participation in innovative activities

Improving creativity processes

Improving personal features regarding innovation

Being master in innovative techniques and moralgipies

Improving creative abilities

Of course, for presenting new ideas which are apemied with trust and necessary tendencies,
prerequisite should be provided. Otherwise, withiawbrite situations, motivation and encouragement
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applying revolutionary ideas seems impossible (‘Gadi 1999).
6.7. Foresight
Advances in science indicate that without a futplien, participation in organization development and
access to predetermined strategies may be triviaky even results in failure.
Foresight is not matter of wasting time; it is arfethe most significant issues in science, researth
knowledge (Yaghoobi, 1999). Predictions indicatanges in politics, society, culture and industryclh
is representative of rapid changes in future eeativity and presentation of novel ideas and natho
This belief should be apparent in organizatiorasiing strategy so that educators be certain gplama
before training so that they believe innovation fordsight as a culture of activities.
7. CHALLENGES
The most important predictable challenges in deuietp creativity in training can be mentioned as
follows:
7.1.Uncertainty in needs and priorities
Reason of such challenges refers to conventionadtste of technical and engineering training syste
This issue has caused different units of orgarinativaluate themselves in this field. Choosingess
with unknown and priorities or non-sufficient ctgrare considered as the most important consegsence
Some of the trainings which are planned and ruhigiway confront several problems:

Selection of daily administrative activities aaiming priorities;

Emphasis on trainings which needs a preliminarjuasns;

Selection of classic topics which are not effecéweugh;

Emphasis on topics with ambiguous and non-funafigfimitions
Any of defects mentioned above in addition to ptiming needs and providing a proper background for
training, different decision making centers, attduand communication gaps among these centers and
lack of trust among majority of engineers regarding role of such trainings in improving knowledge
based roots are considered as factors which ras@tlong term failure of technical and engineering
inefficient systems.
7.2. Lack of Connection between Aims and Plans
As mentioned before, the main problem of technical engineering training system is that they enjoy
conventional structures. It should be mentioned ithis the duty of organizations’ training unitoi@e
units believe that since provision of needs via frath is infected withureaucracy and proper time of
training may be lost, so planning and administratbtraining should be done personally.
Infirmity in policies and planning cause engineteasings to be loosely linked to organizationseds or
to have deficiency in context. These matters valhd to an astray from predetermined purpose of
trainings, and may cause trainings to be changedaldifferent conditions. This dichotomy derivedm
uncertain policies and main organization’s straegill lead to great loss in technic al and engjime
system structure.
7.3. Improper Facilities and Equipment
Another limitation related to engineering trainings lack of professional usage of facilities and
equipment. Regulations regarding optimal the lasstge of facilities caused the precious time of
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education system be allocated to solving triviahbems; this is the reason why they prefer to aliec
their trainings to be based on theories which moll grant high levels of scientific value to thendawill

not consequently be in focus of scientific soceetie

Indeed, financial limitations in providing faciks and equipment, holding professional opportusitie
based on facilities not identified needs, diregtources and facilities toward theoretical andtsteom
opportunities, unbalanced distribution of finandmidget and lack of instructions for using equiptmen
caused engineering trainings to be not well-applea

7.4. Domination of Justified Trainings

Infirmity in identifying problems, lack of thoughif vision, lack of proper use of theoretical
foundations, not prioritizing, poverty in backgraisnand methodology, lack of tools and facilities fo
holding training sessions are considered as faateolving in ineffectiveness of trainings.

As mentioned before, lack of defining prioritiesdalack of connection between educational subject
matters and organization’s needs caused a dedregsality of training. Maybe the reason can bedth

in the quantity and a rash in competition with migations in the same level regarding the number of
held opportunities regardless of the quality ofsthepportunities or their effectiveness. In facining

and education should be a means of achievementantiic goals and problem solving while todaysit
just a goal itself.

The other challenge is in fact lack of engineersstt to organizational trainings; thus, they avoid
reporting their organizational needs to trainingtegn. Although, in order to solve this problem, som
organizations created experts groups, still therack of a comprehensive program for permanent and
persistent communication between training systethesngineers’ group in organization and the acésiti
and movements are mostly temporary and self-mandgedaucracy dominating over planning and its
administration are considered as welcoming.

7.5. Lack of Communication Systems

One of main challenges is lack of an approach wipicdvides a proper direction; usage backgrounds
should be provided via a worthy amount of traininigack of arrangement in this section will cause a
similar activity be repeated in an organization aihhas several agencies or they are unaware of each
other’s program; scientific products may face dealibrary shelves and computer systems may clgange
to a store of trash data.

7.6. Deficiency in Data Transmission and Documentation

Few number of data centers, restriction in acaessientific sources, improper band width and probl

in rapid access to internet, limitation in accegsstccessful national or international samples are
considered as the most important challenges ohteahand engineering training systems.

Of course, the problem is not with data sourcesntiatter is in organizational, national and intéomel
level; weakness in aggregation , documentationragéo and distribution causes inconveniences in
consumers” access to data and may lead to quatityuantity decrease and fluctuation in decision
making processes. On the other hand, insufficieantial support, few experts in librarianship,arrect
regulations in libraries and their data centersaam®ng troubles interrupting real function of techh
and engineering training systems.
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7.7. Lack of Trust in Effectiveness of Trainings
Since a large amount of industry in Iran is of imgype and technology transmission is done through
montage; thus it was never felt necessary to aergticies and instructions based on scientifiqobdizs.
In recent years, some efforts were done to impt@iging status, but some reasons such as vultigyabi
of policies and lack of strategy for training amaig lack of a comprehensive plan has caused ddficia
especially engineers to doubt in programs’ effestiv
Other challenges can be mentioned as:

Receiving no support from senior manager,

Low level of tolerance against current procedures;

Short term goals;

Logic development and excessive bureaucracy (HasX006);

Lack of clarity in costs and

Lack of organizations’ serious cooperation and lafcattention to favorites

Lack of connection cultural, regional, human angboizational elements with innovation

Concern about any probable organizational incorbjhidyi

And ambiguity in future (Rogers, Shoemaker, 1998).

8. INNOVATION PROCESSES IN ENGINEERING TRAININGS

In this section, an explanation in how creativecpsses in technical and engineering training systmam
formed and developed based on challenges. The gzadeich is based on skill, talent, and approach is
completed in 12 steps.

8.1.Strategic Fields

All active units of an organization are considesgghificant for the organization and some fundaralent
needs are provided by them. Although it shouldrbe in all organizations, most units didn’t achiewve
creating distinction. Thus, the main duty of tramisystem is flourishing potentials of those empésy
who enjoy greater influence in achieving organmadi purposes. Influential strategies should be
identified based on their impact on organizatiod ey should be brought in middle of attention.

8.2. Training System and Strategy of Organization in a Team

There should be a convergence in training systesnoaganizational strategies so that by evaluatieg t
system, an approach be presented for engineeamgngs. Although, effectiveness of this simpleteat

is proved, training system should apply a uniquatety which is reflective of organizations’ purpos
Thus, there is a necessity to select a list of @agres which is most likely predicative of success
determined strategies. Such a list provides an ryppity to view all customers, addressees of trgjni
system, and officials from different angle. Divéysn perspectives helps prevention classic tréps.
organizations who forget providing opportunitiese an danger of losing precious elements which
increases their vulnerability. Being in accordamgth general strategies of organization assisisitrg
system to elaborate guidelines and starts a joufrmy general ideas to specific opportunities of
innovation seeking (Branson, 2002).

8.3. Burning Conventional and Trash Beliefs

In order to be certain of a proper understandingcténtific advances, conventional principles stidé
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left behind. Actually, some parts of what is aceeptas scientific facts are semi-science which are
followed blindly (Stewart, 1998). As a researchealeating innovation, any old belief should be aest
by two questions? And second, is it possible tesule another fact with the old semi-science@thier
management principles are under criticism, thés dear that they have no scientific basis anddig
them is the key to innovation.
8.4. Innovative Plans
This is the tight time to present a list of innavatideas for evaluation of the fact that if prdsenideas
are in a range with identified fields or not andaitomparison list is convergent or not. This \ahd
innovative programs to be administrative and we wetch them to organizations’ strategies. In this
stage, ideas are presented based on experienogdelige, surveys and even suggestion of other group
Policy makers in training systems usually treatlwédth revolutionary ideas and believe them to be
efficient. But an important point is that accep&id an idea or introducing a new method is comeiie
as effective in solving challenges and they are sffathe path but not all the trodden path. Thus i
necessary to study balance of innovative trainimgs potential features of engineers. If the idea ho
balance with knowledge, awareness, interests agdahesrs’ abilities, there would be no hope in its
successful administration.in other words, it iseasigl to study innovation distribution environment
before its approval (Hassani, 2006).
8.5. Harmonizing innovation with organizational features
In this step, it is aimed to increase innovatiofugabased on science and technical scales. Prgvalin
balance between idea and environmental conditich emgineers features will improve innovation
acceptance rate. Rogers and Shoemaker believedhaational innovation enjoy five features: ( Reger
and Shoemaker, 1998)
Relative advantage: engineers understanding ofvative effectiveness amount can be function of its
acceptance result such as convenience, organiabtiedit and satisfaction;
Compatibility: balance of innovation with experiescand defined values;
Complexity: level of difficulty, innovative learngnand productivity in work processes;
Tri ability: possibility of testing innovation in lanited size and evaluation of test results
Observability: accessibility of innovation resuibs operators.
Based on mentioned features, it is necessary tdredconcept of innovation in accordance to opesat
understanding of the concept so that majority afuifees are included.
8.6. Change in Conventional Roles

No doubt that training officials play an importaote in improving technical and engineering tragi
system regarding innovation and development. Resallocation is a fundamental step for innovation
as a motivation (Esmaeeli, 2005). They need to exadp with owners of revolutionary ideas for salvin
complex major problems. In general, managers whgersise on revolutionary approaches should
negotiate with engineers who applied or designeddfapproaches. Irregular sessions will bring dilay
improvements or may cause major decisions to beemeghrdless of main operators’ (engineers’) ideas.
8.7. Structural Preparedness
Technical and engineering training system needvatuate its qualifications in order to be annodnas
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innovative-based zones. In such evaluations, geagmroaches, function evaluation and individuals’
potentials are all measured. These evaluationstiaadng system to receive a significant feedbiokn
their function and current qualifications baseddetermined goals and strategies; as a result,rsysta
present practical approaches for development chaags. Since importance of structural preparesines
this is different from conventional functional mgeanent. In advanced organizations, introducing
innovative programs with a structured strategy pbto be successful. Strategy in center of innowati
clarifies gaps in technical knowledge(Branson, 2002

8.8. Team Work and Knowledge Distribution
Nothing seems worth than using a novel idea juseoMembers’ unified knowledge of an organization
worth other proprieties. Majority of organizationsake use of knowledge management system for
knowledge arrangement and its distribution. Intiovarequires data aggregation and distribution
which is applicable to individuals. In order tortsform specialized knowledge to distributed onéucal
change seems necessary. This can be done via ifalj®teps:
1. Knowledge Organization: Data can be in acce$isanvhole organization.
2. Knowledge Development: Engineers should reviaw iaformation delivered to the organization and
check it out. Data validity is increased and theist application is suggested.
3.Knowledge Distribution: the main challenge isdfig a motivation for engineers in order to make
documentation of ideas and knowledge possible aittiyets accessible to all. This way of thinkiago
simple, but its administration is difficult. Thistense circumstance is not observed in organizatismg
innovation in their strategies since they introaleeork team and knowledge distribution as strategic
priorities of development and learning(Butler. 2D06
8.9. In Search of New Principles
Society-wide and unpredicted challenges cannotdbeed through conventional approaches. Facing
challenges following suggestion may be efficient:

Ability and function of team-works should be mandgad equally distributed;

Training system should be self-organizing;

Authority and domination over training system skioioé distributed,;

Training system needs to be self-organizer;

Training system should combine cooperation ancgbolation;

Training system should be really flexible and sinstale;

And cooperation should be done equally in bothsside

Searching new principles accompanies two simplestepres. First, where can be found the features and
capabilities favorite for training system? Secomtiat should be done in planning in a training syste
with high compatibility?
8.10. Ideas to Reality
In order to transform convention-breaking idease@lity, it should be well-understood how to contro
processes and overcome them. Determination of ashnaitive steps assists its achievement. To do the
task, at the beginning of any innovative prograstipfving questions need to be respondent:
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How are the current training-educational processes?
How is it changed?

What is the aim of this change?

What are the success scales in this field?

Who are the addressees of the process?

Who attends and cooperates in the process?

What are the input data and information?

What are the analytic tools applicable, here?

What are the events and steps of the process?

What decisions are necessary to go forward inpitusess?
What are decision making scales?

How are these decisions linked to other managesystéms?Butler. 2006)

After documentation of details in each stage, taolisnterested parties is provided and they akedso
elaborate their ideas regarding the effect on iatiom challenge. The responses assist edition of
innovative training programs.
8.11. Supporting Innovation Implementation
When training system welcomes innovation, suppsrirequired. This support has found financial,
scientific and administrative dimensions. One & thost important kinds of supports is presentirg th
necessary trainings. It is taught to those whéepianovation to practice. This awareness is ati¢vel
of awareness for practice (Hassani, 2006). Supervis also considered part of support.
8.12. Feedback and Revision
Distribution of innovation requires time. In otherords, innovative programs should be implemented
actively to adjust themselves to environment. Sirdistribution of innovation is not predictable g0
should be managed so that before any rejectioeformation, necessary changes get implementedebefor
(Hassani, 2006). This requires designation of faekIpath. Feedback increasingly provides possilofit
permanent revision, edition and adaptation of imtion in the environment and facilitates its acaapé
and development.
9. EXPECTED ACHIEVEMENTS
Focusing on creative programs in technical andreraging training systems provides the opporturaty f
organization to act innovatively and not to perfagtuctantly in shaping its knowledge in futurewitl
assist the organization to choose a more logicdl ragular approach or new choices and to define a
worthy strategy for function improvement. Innovatprograms enjoy some merits including:
It helps training system in identifying novel medlscand continuous improvement of training
Setting proprieties makes possible improvementacgsses and culture of innovatively
It leads training path from irregular processesegular ones with updated quality
By defining a path map a background is providedcimntinuous improvement of occupational
function
It grants opportunity to engineers to be empowered to lead functions in the same path of
strategies.
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It enjoys a regular structure and process for beggiand continuous development of training
programs

Based on the rapid scientific revolutions and tetbgical development, team-work and
professional activities are done.

Identification abilities and responsiveness to gesnhighlight new opportunities and demolish
any possible risks.

It assists innovation logical improvement and dgyalf human force is improved in result.

It unifies all policy makings and educational dems.

Organization transforms its inactive status tovactind in progress.

Indeed, engineers who stand in innovative trainiogde, are enable of recognition, solution of emms,
moral commitment, experienced in implementatioregperimental methods, obtaining high levels of
knowledge in related technology, creative spirid antellectual thinking, and preparing necessary
background for implementation of research actisiti€éaplan and Norton, 2005).
10. SUGGESTIONS
Regarding diversity of innovative programs, it ist possible to present a general prescription tfor i
success; in this regard some suggestions are peddeere:
Focus on introducing creative programs;
Trust to training priorities by establishing praemal team works and scientific collaboration of
engineers;
Organic connection between research unit and trginnit;
Facilities should be provided for engineers to gigaentific advances;
Creating communication among different organizasi@ections based on knowledge-patterns;
Developing engineering trainings by the use oflitees and allocation of financial sources to it;
Access to information regarding technology and tgai&nowledge;
Attempting to increase activities related to sceeand data;
Attention to economic role of training and estdiilig positive relationship between scientific
policies and industrial ones;
Increasing training budget in support of innovatgwegramsCarneiro, 2001);
Assisting productivity in software and hardwareorgses;
Revising payment system based on abilities andhsiteeprofessions;
Supervision on function of centers and professiamstitutes by individuals mastered in related
knowledge;

In order to develop an innovative background, s@uggestions are discussable such as: long-term
perspective, defining directions for trainings, [goiing innovative engineers and financial supmirt
them to prevent failure of their training innovatjcenrichment in professional trainings, grantingren
independency to training systems, information manant across the organization and attention to
innovation addresses related to trainings (Mante2}06).
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Although some of mentioned solutions are effectives not expected to solve all the problems and
access the highest levels of training innovatidie point is that this issue should be studiederatthan
just training aspect. Any attempt in removing pssfenal deficiencies is not possible just by imprgv
training and job opportunities, providing sciemtineeds of engineers, and economic and political
stability of organization. Psychological motivatsorshould be provided for active participation of
engineers. Motivation can be provided in variouywé&ense of effectiveness, promoting organizationa
attitude and playing role in organizational devetemt, increase in occupational competition, and
maintaining self-respect are among the most dorhiwvags of motivation seeking.

11. CONCLUSIONS

Industrial organizations attempts consistently taken difference competing. Achieving necessary
capabilities for differentiation is actually intetitual application of knowledge based properties.
Globalization of economics, customers’ excessiveeetations, and competitive pressure and so on are
symptoms satisfying improvement in the right path imnovation. This path is direct with a
non-ambiguous end. The main subject matter ofger was that the condition of vitality and st&pil

of industrial organization was the rate of cretyiwf engineering trainings.

Although, this condition may not succeed withoatrfeng management and its achievement depends
on proper understanding of innovation regarding @ngsing the organization for better function and
experiencing diverse solutions in confronting cotitpe challenges; without them knowledge based
organization is just a dream.

Common ideals in an organization, tendency to fommsation in structures, lack of satisfaction refyjag
conventional management, customers with more eapents and increase in global markets’
competition are other issues proved their effentgeviewing innovation management processes in
engineering trainings.
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THE RELATIONSHIP BETWEEN CONCEPTS OF RATIONAL,
NATURAL AND OPEN SYSTEMS: MANAGING ORGANIZATIONS

TODAY

zgir nday®

ABSTRACT

Ask the typical public or private sector managerdtaw a picture of his or her mental model of an
organization, more often you will encounter a firedult of some version of the classic, pyramidgsila
organizational diagram. In other words, many marsag®e organization as structure. Here, what
structure means can be defined as the way the aroaktivity is divided up and reporting relationshi
arranged. This tendency structure in fact is nopr&ing, given the bureaucratic mind set prevalant
many large organizations. Unfortunately, the rgadit organization is far more complicated, and ¢dpa
guiding organizations through change requires ahnmuare sophisticated understanding of relationships
In other words, "organization is structure” deadtfi@ leader to develop a multidimensional picfréhe

organization.

Organizational/management science refers to theiraithe form of system theory applied to the
organization, organizational sociology, and orgamn@nal modeling. System theory came from the étur
sciences with the aim of understanding sets ofatdyjehe relationships between those objects, lamd t
relationship between sets of objects and theirrenments. The solar system and the human body are
seen to be systems. System theory has been wetgdgmized and applied to the study of organizations
System approaches is related to an ideology argirayparticular point in the past 200 years, ifnctvh

especially values and perceived needs were incatgubrinto organizational designs and management
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methods. Incorporating the rise of large and disted organizations in the mid-19th century topresent
concepts of ecological systems, the field of orgaimnal sociology has seen various organizatitypeds
and taken into order as a typology including ralpnatural, and open systems (Scott, 2003). Tapep

wants to propose a possible basis for synthesissaggest its implications today.

Keywords: Rational Systems, Natural Systems, Open Systemgani2zing, Organization.

1. INTRODUCTION
In the 1950s, a new intellectual field, referredhe study of organizations, came into being. astly
existed of sociologists, political scientists, gdsylogists, engineers, management specialists, and
economists, it was and is known as organizatiodiss$,l organization science or organization theAty.
the point of departure, organization theory wasntgaan American creation and still seem to be thiat.
A newly established journal Administrative Scier@eaarterly and three textbooks, March and Simon
(1958), Likert (1961) and Blau and Scott (1962)entided the crystallization of this body of knowtgd
into an independent field in the United States.bBbby more than any other scholar, Richard Scott

contributed to the canonization of the field anpleesally to the systems theory.

Systems theory is a concept that came into beiom fbiology, economics, and engineering, which
explores principles and laws that can be genedhboeoss different systems (Yoon and Kuchinke, 2005
Alter, 2007; Dubrovsky, 2004). A system is a getwo or more elements where: the behavior of each
element has an effect on the behavior of the whbkepehavior of the elements and their effectshen
whole are interdependent; and while subgroups efetaments all have an effect on the behavior ®f th
whole, none has an independent effect on it (S&ytth996).”" In other words, a system comprises of
subsystems whose inter-relationships and interadbp®we getting into equilibrium within the larger
system (Martinelli, 2001; Steele, 2003). The higtoi systems theories includes contributions frammhs

seminal thinkers as Alfred North Whitehead, Ludwign Bertalanffy, Anatol Rapoport, Kenneth
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Boulding, Paul A. Weiss, Ralph Gerard, Kurt LewRgy R. Grinker, William Gray, Nicolas Rizzo, Karl
Menninger, Silvano Arieti, and, in more recent yedne dynamical systems theorists, the familyesgst

theorists, and those who deal with dissipativecstines and holistic paradigms.

The systemghinking dynamics seems to be required to meeetigting challenges are thus imperative
to modern organizational success. The path to bssirsuccess is riddled with uncertainties and
turbulence and therefore, leaders have an obligatidook for ways that engender business intellige
that creates values beyond competitors that deliblsradvance business performance. Systems thinkin
are not the first choice of individuals because ansnwant the easiest and quickest solutions. Haweve

systems thinking reduce uncertainties and establestr performance indicators.

2. SYSTEMS PERSPECTIVES
Based on Scott's (2003) typology of organizatioeotty, the present section looks for traditional
organization studies into distinctive systems pecipes according to their view of organizational
interactions. In this meaning, studies concernirgaoizational interactions can be viewed in systems
terms either with a rational, natural or open systgerspective. Each of these perspectives suggests
number of assumptions about interactional behaaong individuals, work groups or organizations

(Ali, 2008).

2.1RATIONAL SYSTEM PERSPECTIVE
The term "ration" is used here in the narrow megmhtechnical or functional rationality. Mannheim
(1950) explains such a kind of rationality as aeseof actions that cause predetermined goals with
maximum efficiency. Rational systems models focadaymal structure as a acute tool for the effitien
achievement of specific organizational goals. Tvasid assumptions thus aid viewing organizations as
rational systems namely: goal specification andicttire formalization. While specific goals aim

participants with unambiguous criteria for selegtiamong alternatives, highly formalized structure
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provide participants with explicit and certain mland roles relations that manage their interaation

behavior.

In organizational interactions, goal specificatéord structure formalization may be viewed as adegé

to make participants interactional behavior momedmtable by standardizing and regulating it. This,
turn, allows stable expectations to be formed lmheaember of the group as to the behavior of therot
member under specific conditions. Such stable @apens are a main precondition to a rational
consideration of the consequences of interactianerganizational groups (Simon, 1997). The social
cement that gets together and regulates interactiathin formal groups is known as the normative
structure that includes values, norms, and roleetgtions. While values are criteria of selectinglg of
the behavior, norms are generalized rules managatgoehavior, and roles are expectations for ipeci
positions as their location in a system. In anyaaization, values, rules and roles constitute atively
coherent and consistent set of prescriptions gawgrie behavior of participants (Davis, 1949).aim
order, rational models’ view of organizations aiggomewhat with Morgan’s (1986) metaphor of the
machine. Here, inter-individual or inter-groupsenactions are oriented towards achieving relatively

specific goals through exhibiting relatively higtitymalized structure (Ali, 2008).

2.2NATURAL SYSTEM PERSPECTIVE
While rational systems perspective deals with gg@dcification and structure formalization, natural
perspective places more emphasis on goal complaridyinformal structure. In this sense, naturaesys
theorists accept that goals can be pluralistidyerathan unitary. They distinguish the stated diciaf
goals from the real or operative ones. When thedtgoals are actually being pursued, they arerribee
only goal governing participants’ behavior. Henoatural system models presume the existence of
certain operative goals that must be met if theéesysvants to go on to be survived. On the othedhan
natural system theorists do not deny the existefdeghly formalized structures within organization

however they do question their impact on the befraef participants. They argued the existence and
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materiality of the informal structures as thoseehlasn the personal characteristics of specifiaqpants

rather than their given position within the forms&ucture.

Goal complexity and structure informality do papants interactional behavior too complex and
unpredictable. The social cement that binds andlases interactions among informal groups is knasn
the behavioral structure (Davis, 1949). Homans3 Q) well-known classification of social behaviota
activities, interactions, and sentiments suggéssype of elements that create the behaviorattsire.

Not like the normative structure, investigators behavioral structure put emphasis on the current
behavior that exhibit consistency and constanayjerathan the prescriptions of the behavior. Natura
systems models argued that elements constitutegidhmative structures constrain behavioral strectu
elements. In other words, organization values, sand roles can shape, channel and pattern paritsip
sentiments, activities and interactions. As critefor selecting aim of the behavior, values shape
participants’ sentiments that determine their ggadls. Moreover, norms that direct the behavioratols
selected goals channel participants’ activitiesatbieve such goals. Finally, roles pattern intevast
among individual participants according to theisifions within formal structure. Building upon this
natural systems models see organizations as dollexst whose participants share a common intarest
the survival of the system and who engage in imgidual and inter-group interactions, informally

structured, to secure this end (Ali, 2008).

2.30PEN SYSTEM PERSPESPECTIVE
Organization studies that are classified as ratiand natural systems perspectives focus primaily
intra-organizational interactions among individyarticipants or organizational work groups (Burnes,
1996). While rational models emphasize formal ra@ed roles relations among multilayered positions,
natural models place great importance on informmatgs and their actual behavior. Both perspectives
thus aim to direct participants and groups’ forasadl informal interactional behavior towards achigvi

organizational goals. Nevertheless, rational ardrabsystems models don't give care to interactitrat
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emerge between an organization and elements adirgiits organizational environmerin addition to
intra-organizational interactions, interactionswen an organization and its environmental elements
receive primary attention by open systems theorksis organizations to survive, they have to copa w
changes existed in these elements by adopting streictures and behavior to these changes (Millett,
1998). In an order, open system perspective sagmiaations as systems that are affected with the
environments in which they operate. However, areadance of open systems view has not meant the
disappearance of the earlier rational or natursiesys views. Instead of that, they have been ugdede
combining them with the open systems in multipleysvaBy cross classifying rational, natural and open
systems perspectives with each other, two groupsysfems views are emerged. The first group
comprises closed rational and natural systems raodéle second group includes open rational and

natural systems models (Ali, 2008).

Type I: Closed Rational System Models: All of thelseorists portray organizations as "tools toeahi
preset ends" and largely ignore the impact of therenment. This includes, Taylor, Fayol, Weberl an
early Simon. Type II: Closed Natural System Modelslost of these are from the human relations
group, and continued to be focused on internalrorgdéional actions. This type includes theoriske li
Mayo, Dalton, Barnard, Roy, and Whyte. Type lllpgd Rational System Models: When the open
system approach was introduced by Simon in the '$940 quickly caught on and spurred the
development of multiple theories built on econorhipaychological, and sociological backgrounds.sThi
includes bounded rationality, agency theory, cagygicy theory, comparative structural analysis, and

transaction cost analysis. _Type 1V: Open Natuget&ns Models: Recently the open rational models

that have dominated since the 60's are being sujgpldby open natural theories. These new, abundant
theories challenge the idea that organizations Jeehmationally. These include Weick's "organizing"
theory, negotiated order, organizational learnirsgcio-technical systems, strategic contingency,
population ecology, resource dependency, Marxestrth institutional theory, and postmodernism.

3. COMBINATION OF SYSTEM PERSPECTIVES
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This section deals with combining levels of thelgsia adopted by various organization studies with
systems perspectives that dominate their view gamrational interactions. Here, organization ssdi
classified as closed-rational models emphasize eurabfactors including: specification of positions
tasks, prescription, role definitions, procedutdés and regulations. These factors are used tasi&rio
direct intra-organizational interactions towardkiaging organizational goals. From this standpoimst

of the closed rational models operate primarilythet structural level of analysis to conceptualine a
analyze structural features of an organizationthad impact on work groups’ interactions Fayoll919)
administrative model and Weber’s (1968) model akhucracy. Nevertheless, some other closed-rational
models utilize social psychological level of an@ythat aims on individual participants as theyfqren
tasks or do decisions. These models treat orgammedtinternal environment as context to examise it
impact on the performance of individual particigamaylor’s (1911) model of scientific managemerd an
Simon’s (1997) model of decision making. On theeothand, closed-national models stress participants
personal attributes and attitudes rather than tjieen position within the formal structure. Theypnk
primarily at the social psychological level of aysa¢ to describe how features of an organization’s
internal environment affect participants’ attritgjtattitudes and consequently their relationshijstéis
(1959) model of human relations. Still other closedural models operate on the structural level of
analysis. These models put emphasis on differesiyacal components that characterize organizationa
informal structure, such as interpersonal systefngower, communication, status and friendship, and
examine their impact on formal systems Mayo’s (39#6del of human relations and Bernard’s (1938)

model of cooperative systems.

With appearance of the open systems perspectivegdological level has been emerged as a new level
of analysis in addition to the former social psyolgacal and structural levels (Scott and Davis, D00
However, open systems models, whether rationahtural, may work on each of these analytical levels
In this spectrum, open-rational and open-naturadetsothat operate on the social psychological lefel

analysis emphasize the behavior of individual pgodints. They presume that environmental demands
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and organizational response are mediated by dacisiakers or managers who develop adequate
arrangements to cope with environmental changese, Hipen-rational models emphasize the cognitive
limitations of decision makers and the role of natine structure components of values, rules aresr
support their rational response to environmentahated March & Simon’s (1958) model of bounded

rationality.

On the other hand, open-rational models put gregihasis on the importance of the cognitive proesse
that aid participants to perceive and react torenmental changes Weick’s (1979) model of organgizin
On the other hand, open-rational and open-natuoalets that operate on the structural level of aisly
emphasize a correspondence among structural matibins and environmental challenges Lawrence and
Lorsch’s (1967) model of contingency. In open-naéibmodels, structural features of an organizagien
managed by a several of environmental constraiitstnatively, open-natural models insist that stete

of technology and other environmental conditionseponly broad and general constraints on structural
design. Such a given set of circumstances suppamiradaptive responses and alternative stratefgmes.
effective structure for a given organization isggtanot only by its technology and task environnierit

by the adopted strategy Hickson’s (1971) modetrattesgic contingencies.

Finally, open-rational and open-natural models thatk on the ecological level of analysis emphasize
inter-organizational interactions between an omgtion and its environmental elements. Hence,
open-rational models underline inter-organizatioimderactions among interdependent organizations
working in the same regional or functional field$iey presume that an organization is both open and
rational systems via modifying organizational rutesl roles relations that govern inter -organizetio
practices Ouchi's (1980) transaction cost model. tbe other hand, open-natural models stress
interactions between an organization and its s@opulation. They employ sense making processes by
that an organization perceive changes in envirotahe&lemands and provide suitable actions to react t

these changes Hannan & Freeman’s (1977) model p@l&mwn Ecology and Pfeffer and Salancik’s
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(1978) resource dependence model (Ali, 2008).

Levels
of
analysis
Closed-rational Closed-natural Open-rational Open-natural
Tspectives Systems perspective | Systems perspective | Systems perspective | systems perspective
of
Organizational
interactions
Target of the analysis:
Examine rationality of| , . - .
Social psychological | Examine the impact | Explain how features | individual decision i;i:;d::uon -
analvsis of features of an of an organization’s | makers as they o _l_
: organization’s internal | internal environment | respond to changes in | %€ %' ' tal
that stresses environment on affect participants’ environmental en\'mon;men lovi
inter-individnal mdividual attmbutes, attitudes demand using the - e;np Gt
interactions within participants’ activities | and consequently components of an co'g'nt ‘: :
organizational work | 2 they perform tasks. | their interactive organization’s ?roce] ?ae»a:denzcnng.
group as the system of| relationships. nomative structure. mon
interest. (Taylor's model of TR
scientific (Whyte’s model of | (March & Smmon’s s
management) human relations). model of bounded (Wexc{ N n;odel of
rationality). OTganizIng.
Target of the analysis:
: Provide alternative
Analyze components " . Modify formal rules ) }
Structural analysiz | that charactenze Inv e.n‘g.ate :nfoq.nal and roles relations —. 2 ea_tl:tlgmde
orgamizational formal ;gloups ’mmcn;e that guide groups’ orgamzau_c:h groups
that stresses the inter- | structure and examine anqn;hxps_ - mteractions to cope b tal
groups interactions | their impact on the exa;_mne | HOPAC | with changes in envi.ronpenth
among organizational | groups’ interactional ::d° Systems environmental con.lt:apts ough
subunits as the system | behavior. and orgamization’s ——— employing cognitive
i r—y mtemnal arrangements. processes
(Fayol's o (Lawrence and a2y
administrative ﬁ‘:z’: ;‘m‘;f Lorsch’s model of ?::k‘:: s model of
model). contingency). contingencies).
Target of the analysis:
Descnbe the deswred
modifications m
Ecological analysizs | Ecological level of analysis 15 mapplicable to o mter-organizational
the closed rational and natural systems models ?uld:?::dgrole' - practices that are
that stresses because they give a restcted attention to the - i needed to cope with
: c . = | relations that govem :
mter-organizational mtemal charactenstics of an orgamization| . = changes in
} - ) . mter -organizational .
mteractions among ignormg  external factors that  affect ctices fo with environmental
partners of business | orgamizational structures and  behavior. pnl e')in cope demands using the
network as the system | Otherwise, ecological analysis 15 utilized to Sl sense making
. . environmental :
of mterest. examine these external factors. ) s processes of enacting,
’ selection and
(Ouchs’s ransaction PR,
cost ) (Hannan & Freeman’s
model of Population
Ecology).
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4. NEW ORGANIZATION LOGIC
The evolution of the organization and managemergnse literature represents a basic change in
organization logic over time. The initial organipaial logic was based on the closed, rational
perspective; orderly the logic was based on tharahtopen perspective; most recently, a new |lbgis
occurred that assumes an agile, environment-odemetwork system. The differences across these

organizational logics are shown in Table 1.

Management Employees & Alliances

Management Focus Leadership Focus Facilitation Focus

Over time, the organization and management sciefitagture has tremendously recognized the
shortcomings of generic approaches. Focusing oergefunctions can mask the fact that there acked,
differing views of organizational effectivenesstiugh all organizations have to address some cammo
functions, various organizations will have differeamphases and approaches. Different functions and
different attributes within each of the functionee dikely to be emphasized by different types of
organizations facing different internal and extérolaallenges. This recognition has given rise te th

identification of new performance functions, such eéhange management, organizational learning,
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knowledge management, organizational partnershmpsnatwork formation, innovation, and creativity.
Organizations have become more differentiated anceand more topics are being addressed in the

literature.

5. CONCLUSION

Organization studies are classified into varioustays perspectives according to their view of
organizational interactions. Basic assumptions tiatern individuals, work groups or organizations
interactional behavior and their role in accomplighorganizational goals change from one perspectiv
to another. Moreover, organization studies opeateveral analytical levels as they examine intenas
within and among organizations. In the empiricailhdo, combining systems perspectives with levels of
analysis aids students of organizations to prowel® explanations about inter-individuals, work grsu
and organizations interactional behavior. Studi@scerning organizational interactions thus employ a

particular combination of systems perspectivesaralytical level to achieve their research objasiv

If the study emphasizes inter-individual interaeicamong participants of organizational work group,

social psychological analysis has to be employexthieve the typical objectives:

A) Examine the impact of the elements constitutinganization’s internal environment on the behavior
of individual participants.

B) Examine rationality of individual decision makems they respond to changes in external
environmental demand.

C) Examine the impact of internal environmentalredats on participants’ attitudes and orderly their
interactive relationships.

D) Assist individual decision makers to recognine geact to external environmental changes.

On the other hand, if the study focuses on intetygs interactions that exist among organizational
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subunits, structural analysis is employed to achtbe typical objectives:

E) Analyze the components that characterize orgéinizal formal structure and examine their effatt o
inter-groups’ interactions as they operate tasks.

F) Modify formal rules and roles relations thatdgiinter-groups’ interactions as they answer terest
environmental constraints.

G) Investigate informal work relations and examtheir impact on specialties of an organization’s
formal structure.

H) Guide organizational work groups to perceive satt to external environmental constraints.

Here, (A), (B), (E) and (F) typical objectives nss#ate adopting basic assumptions of rationakgyst
perspective in which goal specification and strrefiormalization govern organizational interactiamsl
their role in accomplishing organizational goals. tBe other hand, (C), (D), (G) and (H) objectivesan
adopting basic assumptions of national systemspeetises in which goal complexity and structure

informality direct organizational interactions tawsa achieving organizational goals.

Finally, if the study focus on interactions among @ganization and the elements that constitute its

external environment, ecological analysis is emgiibo achieve the typical objectives:

I) Adapt organizational rules and roles relatiohattmanage inter -organizational practices as they
respond to changes in external environmental demiand

J) Describe the desired modifications in inter-orgational practices that are needed to deal with

changes in external environmental demands usingeghee making processes of enacting, selection and

retention.

Achieving (I) and (J) typical objectives necessitatidopting basic assumptions of open rational and

natural perspectives. This is to demonstrate tinkafies between organizational goals and the
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requirements of other organizations constitutirgrents of an organizational environment. Here,tgrea

emphasis is put on the role of inter-organizatiomiractions to achieve organizational goals.
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Abstract

This paper analyses 15 years of strategic manaderasearch published iAsia Pacific Journal of
Managementind a renowned journal nam&thnagerial and Decision Economic¥hrough a content
analysis, it is tried to have an understanding abwmilatest area of interest for researcherserfidid of
strategic management. The relevant available cordeanalyzed on the basis of certain frequentdus
internal and external constraints segregated abcioes and criterion variables. The analysis iselobon
simple tabular and graphical presentation of tiselte based on the tendency of variables beingestud
in association with each other in the context ebtegce based view (RBV), knowledge based view (KBV)
and industrial organizational (I0) schools of thisugrhe results showed that researchers’ focus have
been shifted towards current performance basedaotincing restructuring and multinational alliances
due to the more challenging and dynamic environment

Key Words: Asia Pacific Journal of Management, Managerial Bedision Economics, Content analysis,
Resource based view (RBV), Knowledge based viewKBhdustrial organizational view (I0V)

1. INTRODUCTION

The evolution of strategic management starts Wit studies of economic organization and
bureaucracy (Rumelt, Schendel, & Teece, 199hg discussion on the significance of the studyts
with the famous author Taylor in 1947, then theesobf the managers were studied by the (Barnard,
1938), and the framework to analyze the adminismatvas developed by (Dahl, 1947). After that the
idea of distinctive competence was introduced l®jz8ck, 1957).

The beginning of strategic management revolvesratdhe three works most importantly named
Alfred Chandler’'sStrategy and Structur€l962); Igor Ansoff'sCorporate Strategy(1965); and the
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Harvard textboolBusiness Policy: Text and CaggéearnedChristensenAndrews& Guth, 1969). These
authors enlightened the new direction that leagspamies to focus on certain external forces as toell
build their strategies. While in the same time @eria study was carried out to build an association
between performance and strategy. A structure-adrgirformance paradigm (Bain 1956; Mason, 1939)
initiated a statistical research on large scaleandmber of hypotheses were tested which got th&t m
significance in the industrial organization viewofter, 1981). It proved a major contribution of feor
into the field. The framework developed by Portaswised as an analytical tool to evaluate the indsis
attractiveness. So, we can say that in this pdaticera the focus of strategic management remamed
industry and its relationship with the external iemvment. It is interesting to notice once agaiatth
prevailing studies switched their focus from exé¢@nvironment to internal structure which buik tfvo
aspects of research: transaction cost analysidigivdon 1975, 1985) and agency theory (Fama, 1980;
Jensen & Meckling, 1976). Transaction cost analysisided an opportunity to evaluate the relatigmsh
between firm’s performance and the multidivisiosaiucture (e.g. Hoskisson & Turk, 1990). It also
described the nature of work of the hybrid firmshathe function ability as a strategic allianced goint
ventures (Kogut 1988; Williamson, 1991). The aredsstrategic management like diversification,
innovation and corporate governance were focusethéyagency theory. At the same time the focus
shifted towards the competitive advantage discussetthe basis of unique resources. So, the resourc
was being considered as the tool of strength ferfiims (Wernerfelt, 1984). The research focuststiif
from the S—-C-P paradigm (Mason, 1939; Porter, 198here competitive advantage is primarily
determined by environmental factors, to the ressimased theory, which highlighted how the possassio
of valuable, rare, inimitable and non-substitutailelsources may result in sustained superior pegoom
(Barney, 1991; Mahoney & Pandian, 1992). So, wlutaising on the different time periods we conclude
that the focus of the researchers have been chavittethe passage of time.

Thus, the aim of this paper is to test the mednimgptentials or contingencies which are presant i
the strategic management field, particularly inlds# fifteen years to have the complete conteatyais
under the internal and external constraints nar@emnmitment, Performance, Pricing, Internal change,
R&D portfolio, Efficiency and Invention. Furthernegrin order to have the effective unprejudiced ltesu
the direction of strategic management approachesportant to be captured. Finally, we tried to
conclude the current scholar’s view which is cambinsly shifting. We derived the current aim of our
research in order to find the current trends inatea of strategic management. The current studies
give us the future directions as well. While fooigson the current studies, we can also focus ogdps
in the current study to get them filled.

2. EARLY DEVELOPMENT

The development in the area of strategic manageiseione year by year and decade by decade. A
number of scholars made significant contributionthe field of strategic management. For instance,
Barnard (1938) clarified the concept of cooperatimmanization and managerial functions in business
firms, showing subsequent work in strategic managgmAdditionally, Penrose (1959) described the

247
ISSN 2076-9202



International Journal of Information, Business and Managerivel. 10, No.1, 2018

related firm growth the inherited resources a fpossesses, concept of strategic management. Chandle
(1962) further elaborated his proposition with bebial perspective. In many places, it is likelnthhe
early development in strategic management has bdkmenced at a certain extent. Now the recent
research focuses on internal process which leads ds the important role of managers (Hoskissott, Hi
Turk & Tyler 1989).

2.1 EARLY THEORIES

When theChandler’s (1962) worked at strategy and structum@ published (Rumelt, Schendel, &
Teece, 1994), it was considered an important yedne field of strategic management. In that redear
study Chandler focused on new administrative ainecto grow and how if change in strategy leads to
structural changes of large enterprises. Chandi@82) described strategy as the determinationrifsfi
and adoption of action of plan and their implicatio accomplish goals as well. It was observed &l w
that external environment forced to change thermafestrategies of organizations e.g. technological
innovation and GOVT policies (external forces). Blawver, Chandler (1962) also revealed the active rol
of managers meeting the challenges generated byn@kenvironment and new administrative structure.

The foundation of strategic management was adelldsg three seminal works IBhandler, Ansoff,
and Andrews (Rumelt et al., 1991). Collectivelyeythcritically explored the aspects under strategic
management; how strategy effects performance, valeation and strategic alliances. Although these
concepts were elaborated and empirically justibatithere exist disagreements about these conitegits
was then further developed and explained by (H&&chendel, 1978), these prior and later concepts
advanced the domain of strategies beyond tradltifmtais of strategic management. Further, although
Louis (2014) has great contribution but Rumeltle{2094) took steps at the forefront in his workese
prior contributions although, need to be empiricédisted but they were proved a basic push fohéurt
work, case examination and main methodological ebstudy.

Potential contingencies exist between the relakignof innovation and performance. In this context
(Salehi & Roshandel Arbatani, 2013) found that eniance vary in small and medium size enterprises
due to innovation, firms that undertake less intiovaperuse less performance and vice versa. Rurthe
culture have great influence in this regard, défernations experienced different innovation impatct
performance (Mueller, Rosenbusch, & Bausch, 20B3)or research showed the importance of
relationship between innovation, and performandeitbaiso reveals gaps in knowledge. Several studie
suggested that there is still gap between perfocmamd performance as a consequence of innovation
and there is need of empirical attention as walb§8an & Apaydin, 2010; Keupp, Palmie, & Gassmann,
2012)

The traditional 10 view of the firm is linked witthe path dependence of heterogeneity of ideas
which is discussed as the initial conceptualizatibthe RBV (in work such as: Wernerfelt, 1984; Ralin
1984; Barney, 1991; Conner, 1991; Peteraf, 199%¢nPand Butler argued that Barney's (1991) basic
point of view articulates us that rare organizatioresources can be a great source of competitive
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advantage. Winter (2003) has argued that it ispostsible for a firm to create the competition ie th
market without having the planned set of resourdesagain suggested that the existing resourcasoare
the fruitful set of the resources for the firm asnpared to focus on those resources which are denesi
as the need of the dynamic capabilitfoza and Lewin(1998) have argued that it is the absorptive
capacity of the firms which ensures the capahititipe the part of the strategic alliance.

In another study, Schilling & Hill (1998) have f®ed on the capability of the firm to create the ne
products in the future which basically demands twenpatibility of the existing resources and
competencies. According to resource base view wiodte resources are path dependent that's why the
resource renewal is challenging (Barney, 1991).e flims who are better in the renewal of resousces
more compatible in the development of the flexitdatines (Feldman, 2000). The firm differences are
based on industry condition®orter, 1981) and firm resourc€Barney, 1991)which lead them to
competition and resource based perspectives. $tako an intensive study on the view that a fiteo a
has to consider the state and society when formgland implementing its strategies (DiMaggio and
Powell, 1991; Oliver, 1997). Latest studies showed these influences from state and society &enta
as the institutional frameworks (North, 1990; Scb€95). This idea can be considered as the itistitu
based view of business strategy (Peng & Heath, ;18686g, 2000). So it is concluded that no any firm
exists which can have such a strong capabilityet@totected from institutional frameworks. The abov
literature at resource based view and industrighmizational view have empirically identified the
internal constraints and external constraints €dah Variable) discussed below.

3. METHODOLOGY

We worked on the content analysis while focusingle area of strategic management published in
Asia Pacific Journal of Management and Managermal Becision Economics. It provided us with the
objective, quantitative and systematic evaluatibpublished articles. We first of all selected Hrécles
between 2001 and 2015 in the above mentioned jmurnd@he particularity of the time period is
conditional with the new emerging trends and chaggiriorities of the researchers in compatibilityghwv
the new practices of the managers. We selectediweegywords about ten in numbers to analyze the
content of the articles. The selection of the \@es in particularity is conditional with the stadiin the
specific time period mentioned above. We triedxaneine each article on the basis of the theme ef th
study in accordance with our defined variables.Hate tried to have the content analysis on thesludsi
changing trends of association among predictorstla@driterion variables. For the sake of moreitylar
we tried to have a graphical presentation of osulte. We divided our fifteen years of our studyoa
three time periods of five years each. The purf®se have the comparison of the tendency of cmangi
pattern of the criterion variables with respecthe predictors mentioned below. The comparisorhef t
individual results within the same variables giueshasically the picture of its trend of being feed by
the researchers in comparison with the other viesab
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Table 1. Output per year of the Journals namedhsia Pacific Journal &

Economics

Year
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

No. of Research Papers

o b~ O~ O O DN O O N O

Managerial & Decision

We find the variables named competition, strateé@D portfolio and pricing discussed as
predictors in our journals in association with tneerion variables named as performance, commitmen

internal change, innovation, efficiency and inventi

Overall tendency of discussion of the predictorassociation with the criterion variables in petage
from 2001 to 2015

Table 2
Variable 2001 — 2005 2006-2010 2011-2015
Invention 1.6 2.5 3.00
Competition 9.60 9.00 8.60
Performance 30.13 32.00 34.11
Innovation 14.00 13.00 15.00
R&D portfolio 3.2 2.6 4.5
Strategy 12.90 13.00 11.90
Commitment 2.3 1.6 1.10
Efficiency 13.00 14.00 11.00
Internal change 5.6 7.00 8.90
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Figure 1

As per our analysis is concerned it is totallydzhen the annotated summery mentioned above. We
came to know that the researcher’s views have bhited to highest focus on performance which & th
most frequently discussed variables in associatitim the above mentioned predictors and then icee
the results we came to know that strategy is atsérdquent discussion as predictors with the above
mentioned criterion variables. Similar is the cash the innovation. There is also a strong emhasi
the efficiency and competition.

4. RESULTS AND DISCUSSION

As we studied the literature of last fifteen yeasut the evolution of the strategic managemeat, w
came to know that certain variables are gettingennmportance than the others and some are loseig th
importance but others are stable in their signiftea Variables named performance, efficiency,
innovation are valuing more than the past as tipgréis shown above tell us the same story. In tisé fi
five years, the variable named performance stayédting more and more importance, similar is theeca
with efficiency and innovation. It shows that tlemdency to discuss these variables is more as cethpa
to the other variables named as pricing. The tHifferent values as shown above in the given tablg
in the graphical presentation are very obvious that significance of the variable named strategy is
getting decreased with the passage of time. It séam shift is very clear from industrial organiaatl
view to resources based view. But interestinglytacervariables are felt constant in their import&nc
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while getting comparison with the past studiess tery obvious that certain variables are constack
stable like competition, growth, internal change. dduring the last fifteen years we observed an
improved focus on the resource based theory anubate level strategy and decreased interest in the
strategy and in the role of top managers. More dasun the restructuring and less importance & th
planning and decisions. The researcher’s viewslaggly shifting to resource based view and knogéed
based view as compared to the industrial orgaoizatiview.

As per the previous analysis, it is easy to pteitiiat in the near future the complete conjunctbn
corporate level strategy and competitive strateggxpected. As per the seminal work done by Hafdr a
Schendel (1978) by the end of 1970 the formulatibstrategy in terms of corporate and business mean
based on the concept of competition is more impor@ith the passage of time. There are certain
valuable research questions in the strategic mamageto ask in the near future about the measuremen
of organizational performance that what actuallyhis tool of performance and up to what extent the
element of performance will be valued. There isrammease in the number of those articles which are
focusing on the capabilities, performance, efficieand alliances as compared to those which are mor
concerned with strategy fit and environment. Bar(#391) have focused that with the more importance
to the resource based view means there are moogtopjties for the existing and the new businegfién
future to bring more efficient organizational thiesrin the field of strategic management. Bowman,
Singh & Thomas (2002) find a simultaneous improveie the practicality of strategy formulation and
the new challenges. The increased competition laaglbbalization have pushed the focus of reseesche
towards financially driven strategies and innovatidast fifteen years have changed the focus of
researchers towards current performance and camgintestructuring and multinational alliances
(Bowmanet al.2002).

As we take into consideration the challenging emmental impacts, it can be easily anticipated tha
there will no long stable periods in which firmaiaabtain the competitive advantages (Aveni, 1984).
per our systematic analysis, we have observechthatscientific approach has critically reducedtstyg
to its different components for example resourcedaview and in the upcoming years it is more alwio
to have different academic contributions includihg new organizational theories contributing in the
betterment of unique applications of the new enmgrgesources.
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Abstract;

Cities are so relevant to modern economy and goeietl it is argued that their performance
determines the destiny of entire regions. Conversslistainable development requires that cities
themselves are sustainable (Jones and Watkins).10Rigs are the places where unbalance in thefise
resources is most evident (they consume more resstinan they generate), but at the same timestigey
the core of economic and societal innovation (Relk&, 2012). One such aspect is culture. Cultuaais
engine of social development and economic growtit,ab the same time it may be affected or even
destroyed in the process. Sustainable urban dewelaspmakes it necessary to strike a balance, daobiev
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the maximum of development opportunities and prasgrat the same time the assets and the intangible
elements that constitute the cultural identity oftg.

The paper focuses on the conceptualization angsisaif the effects of culture on the economic
development of City of Skopje. It moves from theagnition that culture is a key ingredient of
post-industrial, information-intensive economiciatt. A culture-oriented economic development is
subject to strong endogenity, modifying continugusle original conditions that make places cultyral
rich and viable as creative hubs (Landry, 2000usTEOED is potentially short-lived and may bring to
irreversible changes in the urban environment:etwsion of social capital, the dispersion in spakce
cultural activities and the consequent decreasirgustering effects, and ultimately the fadingloal
cultural identity and “uniqueness”. Urban policyosid be careful to accompany the COED process
making sure that these limits are never reachegsi® and cultural planning, social and educationa
policies, infrastructure projects and the impleragah of innovative forms of governance and
networking may achieve these objectives, but thieyoontext is made fuzzier and more complex l® th
unconventional nature of economic and social psE®sunderlying cultural activities and creative
production.

From the reference to the COED model, cities camlevhat should be the philosophy of initiatives in
the public realm, what results may be expected,vemat is the time-horizon that needs to be adopted
policy documents.

Key words: culture, city, COED model, economy, benefits, $&op

1. Introduction

Development plan with aim promotion of a city asaatting place is the principal planning policy
which for are interested all those involved in depeent of the place that is promoting. It recogsiz
that achieving urban regeneration is dependent@ating an attractive and safe environment withan t
city, by using high-profile projects. This benefitge existing residents and businesses and atimaucis
investment, particularly in the city centre. Citimsrsue these types of tourism strategies as adayple
some competitive advantage in an increasingly diodé and interdependent economy. In the
interrelation between tourism and interurban coitipat globalization decidedly affects the way in
which policies for tourism are formulated and puioi practice. Destinations (in this case, cities)ef
increasing pressure to raise their “place identity’order to position themselves competitively e t
global context. Improvement of the physical envinemt, will promote the city as an attractive and
enjoyable place to visit, to invest in, and to lime
So its normally to connect the development of tity @nd the economic benefits for the country also,
since we know that this will increase the tourisimduictivity.

2. Importance of City-Image Development
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Many cities are combining the use of high-profitejpcts with enhanced tourism policy to seek to
revitalize economic decline and improve their urlpdnysical structure. These high-profile projects ar
developed in city centers, and comprise prominentarence centers and meeting places; museums and
other leisure destinations; and concentrationesfaurants, bars and nightlife. They are ofterelihto
special events such as art performances and fisstavad place specific marketing strategies. Theais
high-profile projects alongside tourism policy algions to promote a positive city image in order to
attract inward business investment. Central tontlagority of these initiatives is a reassessmenthef
image that the city projects (Stevenson, 2003),ciwhihen becomes a key element in an urban
regeneration strategy, for employment creatiorreiasing tourist expenditure and improving the piajsi
urban structure, in a context of high interurbampetition for potential inward investment. City ig&is
the subjective view or perception of a city antias been argued that a positive change in image may
encourage business investment and business acthwitygh much of the literature on the topic has no
clearly defined what kind of inward business inwgstt/investor might be encouraged due to such a
change in the city image. The government continoiggirsue a policy that promotes high-profile pctge
with tourism policy, and upgrading the image of i, where is underling the significance of the
influence on inward business investment.

3. City Image and Tourism Strategy

Today, here are increasing numbers of countries fitas on promotion and development of
high-profile projects combined with tourism polidd. high profile project also has aims to encourage
business investment from outside the locality andpgrade the image of the particular place toriate
investors and tourists. Promoters of these projeetk additional spin-off benefits that result from
employment and capital creation at the city-wideeleSmyth (1994) comments that a flagship project
comprises three elements:

1. development in its own right that may or may m®tself-sustaining;
2. grouping opportunities for further business siugent; and
3. promotion of an image.

High-profile projects are closely associated thenmtion of a locality to the outside world
(Stobart & Ball, 1998). Local city administrationse place marketing to make their cities attraciive
place for inward investment and for visitors. Frtns point of view, these places that are promstszk
to make their service, commercial, or prestige fioms stand out from those competing for the same
investment on the basis of similar urban charadiee. projects are usually a form of property-ledaur
regeneration and are dominated by prominent newdibgs and/or reconstruction, land reuse and
infrastructure development with attention to builgli urban design and spaces at the macro or cttg-wi
scale (Hubbard, 1995). Also the investment in thdeds of projects is both socially and politically
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attractive — the selling of the place as a locafmninvestment and activity depends heavily on the
creation of an attractive imagery, which is of res# to politicians and other stakeholders. Toupsiicy,

for example cities, is pursued because it is seenfast growth industry; it can provide job oppoities;

and may contribute to environmental improvemerpeeglly in combination with major physical urban
regeneration projects. Thus, tourism developmesksséo create revenue and employment opportunities
for city authorities and residents. It may incredlse tax base and earnings from incoming tourist
expenditure, and there may even be multiplier &fdcaw, 2002; Shaw & Williams, 2002). Thus sths t
process of place promotion, and on national lewel Tourism development seeks to improve the urban
physical structure through the reuse and adaptatidmistorical buildings or brownfield land in @8,
especially in areas located in waterfronts, his@ridistricts or run-down areas to the benefit othb
tourists and local residents. Improvement of thgsmal environment, together with major planned
cultural events, such as organizing festivals as @aa tourism strategy, will promote the city as
attractive and enjoyable place to visit, to inviestand to live in (Bramwell & Rawding, 1996; Gaci
2004). City authorities pursue these types of sworistrategies as a tool to give some competitive
advantage in an increasingly globalized and infggddent economy. In the interrelation between souri
and interurban competition, globalization decidedffects the way in which policies for tourism are
formulated and put into practice (Costa, 2001).tibasons (in this case, cities) face increasingspure

to raise their place identity in order to positilemselves competitively in the global context (Kes)
1999). Using tourism strategies as a tool to reggeeurban areas has substantial implicationsher t
interests of groups within urban areas (Hall, 1994)

In this context, there is a mixed development appmothat includes retailing, tourism, leisure,
offices and residential use is currently practigbich has involved very substantial high-profil@jects.
For example, in a research made for London, coslgrér Birmingham, the historical data show that i
the early 1980s, unemployment rates in Birminghagnevamong the highest in the country. So this was
the reason for their City Council to start to thedout the regeneration of previously run-down pafs
structure of the city centre and to expand thésceggonomic base, which had suffered from the deadif
manufacturing. For success of the business toutesymlopment, and the significant potential for nrade
conference facilities, the City Council initiateldet International Convention Centre (ICC). From the
perspective of the City Council, the constructidntlee ICC, together with the adjacent associated
complementary developments have provided majoaditms for both existing residents of the city and
visitors alike. Taking this Council and their appch as an example for tourism development andmatio
branding, could be summarized some activities &nadegly as advantages that are useful to implertrent.
this way, forming some Centre for tourism developtrand promoting a place and make it attractive, is
essential in means that it has a role for holdimgference for presenting events, exhibitions, anthis
way bringing a lot of visitors. Thus this Centrdleecome venue for many high profile events anltl wi
position in the national and international confeeermarket. The agenda of the conference could
implement and so play a role in attracting tourigtsough hosting a wide variety of prestigious
international concerts. Another activity is orgamig business events, entertainment spectacularshwhi
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also bring visitors. Opening museums, gallery, a@stnts, shops, bars, canal-side developments and
public squares which represent mixed-use schereeglhattractive to visitors. Other important tcumni
recourse is theatre that provides important culactvities.

4. Tourism development and historic value — restore the pagbr building the future

High-profile projects with tourism development alsclude representing a historic value of the
place and important buildings and features have begined, which are attractions to visit. As ajgct
in that kind of place with historic value could inde cafes, restaurants, pubs, retail, outlets aand
attractive pedestrian route. These projects togdihee strongly shaped tourism activities arourel th
world. They provide the venues for staging exhilois, conferences, concerts, sporting and enterganm
events, eating, drinking and shopping. Indeed thevelopment provided the major business, tourism
and cultural focus, which and Birmingham as onamgta. Development plan with aim promotion of a
city as attracting place is the principal plannpajicy which for are interested all those involvied
development of the place that is promoting. It gggpes that achieving urban regeneration is depgnde
on creating an attractive and safe environmentimvitie city, such as by using these high-profilejguts.
This benefits the existing residents and busineardsattracts new investment, particularly in titg c
centre. In addition, the physical structure of tity centre has been improved greatly throughobe T
creation of an improved physical environment igical for the promotion of tourism. Results “talk”
about facts. In this way, the high-profile projectsreate the identity of the city, help the city’'s
renaissance and demonstrate how the city can clamythat an added benefit is to raise the prafilg
improve the image of the area. Here are belieestiie reconstruction of the older buildings isoaifve
step and that when the high-profile projects atisey stimulate further development and enablecitye
to bring in new architecture. This keeps visitort®iested and coming, and thus the momentum for new
development continues, and increased tourism tiidrelps to increase the market. Tourism policy is a
key part of the city’s plans for economic regeneratTourism represents one of the most buoyaribssec
of the economy and in terms of jobs and wealthtamealt has the ability to stimulate regeneratan
change in other areas and to increase confiderstecigie pride in the city. Strategies that comeniro
high-profile projects raise the potential for ecomo and employment growth. This potential is linked
the proposed expansion of the region’s key indestrincluding motor vehicles and components; high
technology knowledge-based industries; businesdiaancial services; tourism, media and culture.

5. A Model of Culture-Oriented Economic Development (COEDfor the City

How can we conceptualise the role of culture asragine of sustainable economic development
for cities, and evaluate the full range of its ef§® A few analytical steps are needed to devetop a
integrated analytic framework:

- Understanding what are endogenous forces thdiedried the development of an urban cultural ctuste
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and that determine its evolution

- Understanding how culture affects the “rest’eé tirban economic environment

- Understanding how the consequent changes in benustructure feed back on the development of
cultural activities.

The literature identify three “impact areas” of took on the local economic environment: direct
economic impacts from employment and value germrain the cultural industries and indirect
expenditure effect, which are so much larger theef'embedded” in the local are cultural professions

- induced effects of cultural activities on the lijyaof a place, among which the tourist attractigss,
which leverages additional visitor expenditure, &lgb the location amenities for companies

- “creative inputs” accruing to the local networ&b production (both to products and processes of
production, or organisational models). These arelti@ted” in a lively and stimulating cultural
environment where a creative class develops, #tialsy tolerance, openness, educational and social
opportunities.

6. The Model Framework

According Culture-Oriented Economic Development EIX) model for the city, is an inherently
dynamic process, continuously altering the capsdets that determine the pace and shape of such
developments. It is thus a question for urban got keep the process of development in balance,
achieving “sustainable” urban development.

In the scheme of Figure 1 we can see the modebdt Whe three impact areas devised in this model a
1. The development of a selected number of cultitedters may be the lever for the development of a
widespread creative production sector.

2. A creative economy improves the competitiveradégbe urban environment.

3. Culture-oriented urban economy is sustainablspdtial balance, social permeability, and cultural
identity are preserved in the growth process.

Evidence from the case studies will serve to tedtaticulate these hypotheses. This study is pilyna
policy-oriented, and those issues are to be irnyatstd primarily in terms of cause-effect relations
between specific government activities and the ldgveent of cluster dynamics as specified above,
highlighting limits, best practices, and governarstructures that are more likely to achieve these
objectives.
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Figure 1: Model framework (COED) (Borg and Russo, R05)

The scheme in Figure 1 can be utilised as a reterfl|amework to evaluate the role and effects titioa
on the economic development of cities. A list ofligative and quantitative information may be used
compare the degree of achievement of each citlg, igference to the three aspects mentioned.

A. The “economic strength” of the cultural clust8ector data as the number of jobs generated by the
cultural industries directly andindirectly, the@vel of economic success (sales) and the retuublic
expenditure, when available, may be read - in hisibtrends as an illustration of a city’s trajggt or
comparatively across the cities in the sample indigations of the state of development of the wralt
sector (Borg and Russo, 2005).

B. The “fertilisation” of the local economic miliefrom culture and creativity. This aspect entaifs a
evaluation of the creative talent embedded in lamadnomic sectors, of the innovativeness of local
enterprises, of the value of knowledge transfefredh the cultural sector to the creative industaesl
along the chain of value to the mainstream econaadators, of the attention and support that culture
receives from the business community (Borg and ®Ua305).

C. The “sustainability” of the process of econongiowth as determined by cultural activities and
projects, which involves the level of participatiohlocal residents and other groups to culturéivaes,

the ease of access, the spatial scale and digprbat cultural activities and their relation witirban
regeneration projects, the state and promotioheheritage assets (Borg and Russo, 2005).

7. Cultural Image of Skopje
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Skopje is the capital of the Republic of Macedottia, City that lies in the heart of the Balkan PRenla, at
the crossroad of important communications, a citir & 2000 years old tradition. Skopje is a modgiy
with population of almost one million and preseli@cedonia’s major political, economical, educatlona
and cultural center. It continues to be a focushtw residents, economic development, construetiah
refurbishment. Skopje urban area extends acrosSkibigie valley for approximately 30 kilometers (4%.
mi) in width and comprises 10 municipalities.

Skopje also is a very attractive tourist destimatath its fortress, cultural and historical monurtse
archaeological sites, sport halls, caves in thgaanf the River Treska and Lake Matka and a hesgighin
the eastern part of the city. Skopje is steadilgob@ng a vital regional route for internationalgfit
operators. The town with the beautiful quay offMecedonian river “Vardar”, the narrow streets ie @id
Bazaar which is the biggest bazaar preserved iB#ftieans today, the town is internationally faméars
being the birthplace of Mother Teresa. He has bloesl into a thriving, stimulating city to explore,
defining itself as an exciting tourist destinatiith the 1500 years old fortress Kale and monasstry
Pantelejmon with the fresco "Lamentation of Christith the first signs of the Renaissance, thenigta
monuments Sultan Murat's- Hjunkar Mosque, the DRagha’s bath.

7.1. History and Culture

Jo!ljut!3-611!zfbstlpg!fyjtufodfjbMbdibepohb-dpfz diptnibe! nboz/lGmagfsfo
pg'uifn!8lgspn!Spnbolup!Cz{boujop'tgshowm!@libwhbofgp!gfsnbofgoui'usbd
fwjefodfelcz! Tlpgkf=t!wbsjfe! bsyipgfidunstivisde/! [Aiftd Injjo! beejujdbmup! j
bttpdjbujpot-!Tlpgkf!jt!b!gp sxjosde bro pipd vorellgulZ!pgbfpefso!bidjalhstibo
gspnl!cfjohluifldbgjubm!pgluifadfeeogbtSTdvagkfjdbp!diNibzt! cfffd!ddbdbufs
gps!cz!wbsjpvt!fnqgjsft/! Tjuvbiuf®jwis!Wieblbst!pdWwjubm!uskeetzdpuvilf!jt
Ebsebojbot!joluif!4se!d/!C/D!lopxidgisj{felldjy2tgpshydt! tusbufhjd! mp
Spnbot!svmfe-!Tlpgkf!xbtinbeflpghuoftEdblsejmofjlddb@spwjodf/! Wifedjuz=
up!hspx!xifoluif!Psuipepy!Divsditnbedujehsg bd ptidpfdsmz!Cz{&gotitjlof! Fr
xip!'njhsbufelgspn!uif!Dbsqgbuiljdidtd hdedicfpauliddf/'djAiEz=t'obnf!gdedmiffl ps|
btluif!eftdfoebout!pgluif!bodjfbutjNpdbaige|lcatluxfsTmbwjd!ofxdpnfst/!
sfnbjojoh!dfouvsjft!pg!Cz{boujwhdflbpod ki'gdsabjovfefsdboujmklbdfdwfs-!1
uif!ldspttspbet!pg!Cbmlbo!usbefybbtd! dpnxbvtd gd mdpsbdtdte ! gpssjut!veebo
ejtujohvjtifelgps!ibwjoh!uif! njptwlid fb ¥ujjmo/mBdilwusg tlliwfsz!fo e pagjulidf 5wl
voefsluifltxbz! pg!uif!l Puupnbo!fuvspt/dgof-didifdfopyvesFt! gspgjmf! xbt!k
dpotusvdujpo! pg! nboz! nptrvft-ItUbslgtipcideltecVjiospggbht! buuftujdh! up!
jogmvfodf/!Upebz-luif!Puupnbfd]|mifhipdA!fsfii bjsatijw fodewmsf! boellmsjidfou! b
njopsjuz/!'Uijt!mbuufs!ufoefamd2t3ddife! putdhldjisjpqijd!fbsulipgbufiféftu
sftfhbm!pme!djuz/!
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Bgufs!Nbdfepojb!xbt!mjcfsbufe!gslunfiifshwesBithikdbfouvsz-julcfdl
pg!uif! Zvhptmbw! Gfefsbujpo! xjuim/T Buw'kd§fdtdjjruft-l! b §ljgsptgfspvt! djuz
ofpdmbttjdbm!cvjmejoht! mbje!pwfd piblsmpta | Pfomzbjo! BVvspgfbodtbzmf/!
esfbegvm!fbsuirvblfleftuspzfelldjwudi/!!Bgd!yofl$s$lobonj parben ! dp nagfwjzi pobat!u p
xpo!cz!Kbgboftf!bsdijufdu! Lfo{pfcppbohjféo! blpagkhjebujwf-!gvuysettujd!tu
tvdi!bt!luif!Obujpobm!Uifbufspxyjudippustmipgijlowistpbgfe! TIpgkfdtlinppgefso
wfszlebz-ltuifldmpdl!poluif!sfalbybjmixbxzd trub g g bd sfflrpmpot! tu vl xbfo!!6 ; 2 8
uif!fbsuirvblfliju/!

8. Capital city contributions for Macedonian economy

Macedonia is a country with enormous tourism paaénwith attractive and very diverse scenery in
many places, interesting old towns and villagegpad local cuisine and welcoming people. However,
tourism, especially international tourism, i.e. éxport of tourism services, is extremely competitand
standards of facilities offered elsewhere, inclgdin neighboring European countries, the most aatur
competitors for Macedonia, have risen substantiallthe past two decades. Macedonia has not matched
this progress. Moreover, is not an especially eamyntry to reach by air, with very few inexpensive
flights, and has sub-standard road and rail linis most neighbouring countries. Quite clearly, 2091
political crisis in the country, a time of seriotension between the country’s ethnic Albanian and
Macedonian populations, had a major negative impacttourism. The number of tourists visiting
Macedonia was generally over a million for eachrysahe 1980s, with total bed-nights averagingrove
3.5 million per year. In the 1990s there was alyesoime decline, but numbers collapsed in 2001 to
333,000 tourists and only 1.25 million bed-nigl&sce 2001, numbers of tourists have come up again,
reaching about half a million in 2006, with 1.9 oih bed-nights. Even now, therefore, tourist nursbe
have only recovered to about half their 1980s kudioreover, within all the above totals, foreigarist
numbers fell further and have recovered less valhthave domestic tourists. However, a study which
emphasis the economic influence of tourism in Maogl is shown by Petrevska (2012). The author’s
analysis show empirical evidence that tourism dobutes to Macedonian economy and might be
classified as important industry. The results sagtjeat Macedonia was not immune to negative shocks
and it is normally to continue to face numerous andxpected challenges in future. The undertaken
in-depth analyses confirmed that tourism in Macémovas infected by the world financial crisis. More
specifically, the negative impacts were detectedhan GDP created in tourism, as well as within the
employees from tourism industry, thus producingeseof damaging effects on the overall economyoAls
Petrevska underline that the domestic touristsyedlsas the foreign ones, were faced with rapideiese

in consumer landing which consequently led to reduthe tourist inflows and outflows for 30% and
40% respectfully. Although some governments deedéaxes referring tourism and hospitality services
in the line of assisting their tourism industriessier and quicker to recover, that was not the vatte
Macedonia. Regardless the discouraging shocks ef ldist financial recession and the declined
projections for the current year, the forecastsliptethat the upward trend in tourism development i
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Macedonia will continue.

Given this background, planning a better futuretl@ tourism sector should entail at least theovalhg
steps within the framework of the recently adoptedrism development strategy which include
promoting itself actively as a safe and welcomiagrist destination like city; building infrastruceu
relevant to the tourism industry; upgrading thellskneeded for the tourism industry through well
targeted training programs focusing on languagdisskservice standards, etc.as well the financial
infrastructure of the country (need for establighippgrading modern standards that internationéivss
increasingly expect.

9. Conclusion

Cooperation programs and high-profile projects silpport the efforts of a city to improve benefads

the development and implementation of sustainabileigm policies and programs. Improving the
competitive city image, will bring investment suppand promotion, product development and
strengthening linkages between tourism and othepseof economic activity. That’s why there is diee
for a fundamental consideration of factors thalugfice the location of business and can help lgghli
the decisions that potential business investors dewtlopers make. In addition, the necessity of the
marketing principle in image promotion is an impattissue. Cities are different from one anothad, i
could be argued, city marketing must reflect thiSecence. The considerations of these marketing
approaches in and of themselves can help to impibyestrategies for inward investment and provéde
focus for work on city image and potential targesinesses. Internationally, the promotion of a @l@s

city in this case) by city authorities and donoganrizations has typically aimed at encouraginggbeiv
sector investment, macroeconomic growth and algeigo exchange earnings. In addition, place
marketing planning needs to design the right sbriribban features, set attractive incentives foeptal
users of urban products and services, deliver tbds@n products and services, and promote the urban
values and images so that the users know whatityie distinctive advantages are. Seeking to attrac
inward business investment by targeting specifige$y of industry through effectively operating the
marketing principles should guide inward investmsinategy. Tourism has the potential to empower
communities and the sustainable tourism agenda snéedfocus on how to bring this about.
Understanding tourists and tourism processes iditfiestage to empowering the local community to
make informed and appropriate decisions about tbanism development. Considerable investments are
required in communication and trust building betwedke actors in tourism. In this context to make
successful development of tourism and place pranas necessary to understand the importance of
activities and tourism strategy as tools for taurisusiness success. In this way, tourism busindsses
been identified as essential actors for creatibg,jeourism - city destination development and gahe
growing the economy.
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