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Motivations to Start Businesses: Institutional Context

Ekaterina A. Aleksandrova, National Research University — Higher School of
Economics, Russia

Olga R. Verkhovskaya, St.Petersburg State University Graduate School of
Management, Russia

This paper presents the results of a research which purpose was to investigate the
link between institutional features and the motivation of entrepreneurial activity on the
country level. Taking into account Scott's institutional theory, the main factors of the
institutional environment were identified. The empirical analysis was conducted using
the Global Entrepreneurship Monitor Survey for 2009 - 2014. Using data from various
sources, such as GCR, WB, Doing Business, Economic Freedom, Hofstede’s Indicators,
we determined proxy-variables for every institutional dimension. The results of
econometric analysis indicate that the regulatory, normative, and cognitive factors
influence not only the level of TEA, but also the share of necessity-driven entrepreneurs.

Keywords:  entrepreneurship, necessity-driven  entrepreneurship, institutional
environment, Global Entrepreneurship Monitor Survey, cross-country analysis



The purpose of our research is to determine the factors of institutional environment
influencing the structure of motivation of entrepreneurs and to determine the set of variables
leading to an increase in the level of activity of necessity-driven entrepreneurs and the growth
of the share of necessity-driven entrepreneurs among entrepreneurs.

There are few studies on opportunity vs. necessity entrepreneurial entries (Sambharya and
Musteen, 2014; Thurik and Dejardin, 2011; Valdez and Richarson, 2013). Understanding of
the structure of motivation may be useful for stimulating the creation of growthoriented
entrepreneurial firms. Most researches acknowledge that institutes can have a different
influence on opportunity- and necessity-driven entrepreneurship.

The theoretical base for a lot of research is provided by three institutional pillars introduced
by Scott (1995), and adapted by Kostova (1997) and Busenitz et al. (2000). Scott (1995)
highlighted three main sources of institutes — regulatory, normative and cognitive, and
indicated that there can be different bases for their existence, as well as enforcement
mechanisms and expected effects.

We use three pillars theory for identification variables of necessity- driven entrepreneurship.
The prepositions are presented in Table.

TABLE. Prepositions of the research

Factor Total early-stage Necessity-driven
entrepreneurial activity entrepreneurship in TEA

Regulatory

High quality of regulation Positive Positive

High start-up costs Positive Positive

High tax burden Positive Negative

Lack of property rights | Negative Negative

protection

Normative

Successful career choice Positive Positive

High status of entrepreneur Positive Positive

Perception of corruption as | Negative Negative

the behavioral norm

Cognitive

Fear of failure Negative Negative

Capability perceptions Positive Negative

Opportunity perceptions Positive Negative

Uncertainty avoidance Negative Positive

Individualism Positive Negative

In order to examine our hypothesis we use regression analysis, taking into account controls.
As a dependent variable, we use the GEM country-aggregated index — Necessity-based
early-stage entrepreneurial activity, which is the percentage of individuals involved in early-




stage entrepreneurial activity (as defined above) who claim to be driven by necessity (having
no better choice for work) as opposed to opportunity (Singer, 2015). To check that our
components have an effect specifically on necessity-driven entrepreneurship we compare our
results with a similar specification where the dependent variable is one more GEM country-
aggregated index — Total early-stage Entrepreneurial Activity (TEA), which is the percentage
of population aged 18-64 who are either nascent entrepreneurs or owner-managers of a new
business.

For each economy the control variables indicate the peculiarities of the labour market, the
financial system, and the stage of the economic development. In accordance with our
hypotheses we identify proxy-variables for normative, regulatory and cognitive components.

As a result, we constructed two databases with 21 variables for each year for the period from
2009 to 2014. The first database consists of all countries which took part in GEM project
(unbalanced panel). The number of countries ranges from 54 to 70 across time due to the
changes in the number of the countries which participated in GEM.

The results show that the efficiency of government programs supporting entrepreneurship
does not significantly influence TEA. However, if such programs exist, the share of necessity-
driven entrepreneurship decreases. We suppose that creating efficient programmes which help
to solve problems of start-up businesses can lead to an increase in the share of opportunity-
driven entrepreneurship.

The tax burden influences TEA, but, at the same time, the motivation structure does not
change. It should be noted that this indicator is used for the tax burden of companies;
however, not all entrepreneurs pay corporate tax.

The complexity of starting a business leads to a decrease in the number of necessity-driven
entrepreneurs. This result could be interpreted differently. On the one hand, when both time
required to start a business and start-up costs increase, necessity-driven entrepreneurs abandon
the idea of creating a business. On the other hand, when start-up procedures become more
complicated, necessity-driven entrepreneurs might create an illegal business.

The findings suggest that normative factors have a different impact on the level of
entrepreneurial activity in general, as well as on the level of necessity-driven
entrepreneurship. For TEA, the significant factors having a positive effect are the perception
of the entrepreneur’s career as a successful choice and the high status of an entrepreneur in the
society, while the proxy factors of corruption are negative and significant. An exception is the
model that includes the logarithm of GDP, indicating a link between the level of economic
development and the level of corruption — bribery index and government favoritism.

The assumption that the high status of an entrepreneur has a positive influence on the level of
necessity-driven entrepreneurship is not confirmed. The recognition by society and the
approval of the entrepreneur’s behavior have the greater stimulating effect on the overall level
of entrepreneurial activity than on the structure of motivation. The share of necessity-driven
entrepreneurs does not depend on whether their career is viewed as successful.

An unexpected result is that the level of corruption in the country has a positive effect on the
share of necessity-driven entrepreneurship. This may indicate that necessity-driven
entrepreneurs are not as affected by the necessity of giving bribes as expected, which increase
both the entry costs and the cost of starting a business. Government favoritism has a similar
effect: if individuals believe that there is selectivity for individual firms, it reduces their
confidence in the possibility of creating a successful company. However, necessity-driven
entrepreneurs are less affected by the corruption factor, probably due to the fact that their
main purpose is to maintain their profits rather than getting recognition and respect, or a
substantial increase in revenue. Thus, necessity-driven entrepreneurs are less affected by the
corruption aspect of the normative component. We suppose that the share of opportunity-
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driven entrepreneurship will increase if the corruption level decreases, which is a positive
factor for economic development.

Cognitive factors show a multidirectional effect. Having knowledge and skills sufficient for
creating a business has a positive influence on both the entrepreneurial activity and the share
of necessity-driven entrepreneurs. We suppose that the presence of people who take a
favourable view of their own knowledge and abilities has a positive effect on the proportion of
necessity-driven entrepreneurs also because they require less knowledge to start and maintain
less complex businesses.

Evaluation of possibilities for setting up a business has a positive impact on the overall level
of entrepreneurial activity, but has a negative effect on the share of necessity-driven
entrepreneurs. We suppose that a wide range of business ideas and a favourable business
environment lead to increasing of opportunity-driven entrepreneurship.

The fear of failure indicator has an insignificant impact on both the overall level of
entrepreneurial activity and the share of necessity-driven entrepreneurship.

Hofstede's “individualism” and “uncertainty avoidance” cultural dimensions show a negative
influence on the overall level of entrepreneurial activity; however, we cannot make
unambiguous conclusions regarding the impact of cultural factors on the share of necessity-
driven entrepreneurship.



Ambidextrous Learning in Innovation-Active Companies of BRIC:
Convergence or Divergence Trends?

Artem I. Alsufyev, St.Petersburg State University Graduate School of Management,
Russia

Elena K. Zavyalova, St.Petersburg State University Graduate School of Management,
Russia

The purpose of the study is to identify the specific characteristics of HRM practices
aimed at ambidextrous learning in innovation-active companies of the BRIC countries.
The study for the first time compares the ambidextrous learning practices and their
trends for convergence in BRICs. The methodology involves descriptive analysis of
HRM practices in 200 innovation active companies of BRICs. Results of the study
indicate that there are considerable convergence trends within innovation-active
companies of BRIC. All countries in general are oriented on knowledge exploitation with
their use of specific HRM practices. There are however significant differences within
BRIC countries with regard to knowledge exploration.

Keywords: ambidextrous learning, personnel training and development, BRIC,
comparative analysis



1. Introduction

Innovation activity as a specific type of organizational activity essentially determines the
approaches to human resource management in companies. However, there is a lack of
comparative studies of the interrelationship between innovation activity of companies and
personnel development approaches in different cultural contexts.

The conceptual framework for the study is the concept of "knowledge
exploration/exploitation” proposed and used in the analysis of the relationship of HRM
practices and the results of innovative performance (Shipton et al., 2006).

HRM practices within the current study are divided into two groups: (1) HRM practice
aimed at exploration of new knowledge, and HRM practices aimed at exploiting existing
knowledge. The latter include induction programs, assessments, training programs,
remuneration based on performance and teamwork.

The purpose of this article is empirical exploration of approaches to personnel training
and development in innovation-active companies of the BRIC countries in the context of
convergence and divergence theory.

2. Methodology

To assess the practices of human resource development the research methodology and
scales developed by John Lawler was used (Bartlett et al., 2002).

In accordance with the purpose of this Article subject to the study were 200 medium and
large-scale innovation-active companies in Brazil, Russia, India, and China.

In the first stage of the analysis, we carried out a two-step cluster analysis of the BRIC
companies on the basis of four indicators of innovation activity. We then compared and
identified the statistically significant differences in the HRM practices between the two
clusters within each country. For this analysis we used the Mann-Whitney test. This analysis
was conducted for each indicator of innovation activity for each of the BRIC countries. The
results of this analysis suggest significant differences in the HRM practices between the most
and least innovation-active companies separately for each BRIC country in the context of a
particular innovative activity indicator.

3. Results and discussion

The results of the cluster analysis of the available data showed that in each of the BRIC
countries, there are two clusters of companies in terms of innovation activity for each of the
four indicators of innovation activity.

Innovation-active companies in Brazil largely use T&D practices aimed at exploitation.
Companies actively use different induction training programs (both specialists and managers),
as well as programs aimed at the development of communication skills of specialists and
managers.

T&D practices in innovation-active companies in Russia are focused on training of new
employees (both specialists and managers), as well as on the development of communication
skills.

Innovation-active companies in India have a high degree of utilization of personnel
development practices aimed at exploitation including the work of personnel in the self-
governing groups. At the same time, there are differences in terms of the degree to which the
training of new employees and the provision of training programs aimed at the development
of communication skills of managers. More innovation-active companies are largely adopting
these T&D practices.

Chinese companies are characterized by a high level of usage of personnel development
practices aimed at exploitation. However, there are significant differences in the training of
new employees (managers) between the most and the least innovation active firms.

Innovation-active companies in Brazil are characterized by a high degree of focus on
providing employees with a broader knowledge, the use of cross-functional training programs
(both specialists and managers) and providing a wide knowledge to specialists and managers,



as well as more engaged in cross-functional training of their employees (specialists but not
managers).

Innovation-active companies in Russia are characterized by the low degree of orientation
in the provision of broader knowledge to employees and a high degree of use of cross-
functional training for specialists and managers.

Innovation-active companies in India are not focused on providing employees with a
broader knowledge, but at the same time have a high degree of cross-functional training
programs provision and use of cross-functional training.

Innovation-active companies in China are not aimed at providing employees with a
broader knowledge, but they are largely focused on the provision of cross-functional staff
training programs. In more innovation-active companies in China the provision of a wide
knowledge of employees is higher than in less innovation-active companies.

4. Conclusion

Common characteristics of training and development practices used in innovation-active
companies of the BRIC countries are focus on HRM practices aimed at knowledge
exploitation and partial focus to knowledge exploration with the active use of cross-functional
training programs. The differences lie in the fact that companies from Brazil and India are
more focused on the knowledge exploration and providing employees with broader
knowledge in contrast to the innovation-active Russian and Chinese companies. Companies
from all countries focus on the wide support of training and development programs, and
consider these programs as investments, not as costs. Except for the Indian innovation-active
companies, who consider training programs as costs.
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Intellectual Capital Elements and Performance Indicators of Russian
Companies: Do Survey Results and Financial Data Correlate?

Tatiana Andreeva, Maynooth University School of Business, Ireland
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Russia
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Russia

Abstract

Intellectual capital and its elements (human, relational and structural capital) are
argued to be the key resources of value creation in contemporary economies. However,
little is known about emerging markets’ context. This study aims to explore the
relationship between intellectual capital elements and financial performance of Russian
companies. The sample includes 92 companies representing different industries. The
intellectual capital elements and financial performance are measured in two different
ways - with the help of a top-management survey and proxies obtained from financial
statements. The results of the research show consistency: human and structural capitals
are positively related to financial performance indicators of Russian companies while

relational capital is not significant based on two different approaches to measure the
variables.

Keywords: intellectual capital, intellectual capital elements, evaluation, performance
indicators, Russia
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1. Goal of the research

The aim of the paper is to analyze the relationship between various elements of
intellectual capital (1C) and financial performance in the Russian context. Intellectual capital
has been argued to be the key element of value creation in the contemporary economy, and
this argument has been widely supported by empirical research, but mainly based on the data
from developed markets.

The questions of how IC works in emerging markets remains under-researched, and
limited empirical evidence that exists contrasts the conclusions drawn from developed
countries (e.g., Garanina, 2011). Therefore, the understanding of what elements of IC are the
most important in Russian context is still very limited. This paper aims to address this gap. In
doing so, it contributes to further development of IC theory by investigating its application in
a different institutional and cultural context (in line with May, Stewart, 2013).

2. Novelty

According to (May, Stewart, 2013) companies in such emerging markets as Russia and
other countries previously within the Soviet Union have been stuck in change initiatives
needed for reform and development. This phenomenon is one of the primary obstacles to
effective transition to competitiveness in the region in general, and specifically to the ability
of companies in Russia to gain competitive advantages. So our research brings novelty in the
field of the role of intellectual capital in creating financial performance indicators on the base
of unique data from Russian companies.

Some scholars (e.g., Glisby and Holden, 2003) stress that Russia represents another
“‘world’’ that falls out (or is in the middle) of the dichotomy of West-East. Moreover there is
just some research that has been done on the applicability of foreign management theories in
Russia in general (Elenkov, 1998; Fey and Denison, 2003; Andreeva, 2008). Our paper helps
to answer the question about cultural differences in Russia that influence managing
intellectual capital elements.

Finally the research is the first one of its kind where intellectual capital elements and
performance indicators are evaluated and analyzed not just with the help of proxies obtained
in open sources, but also with the help of information provided by top-managers of Russian
companies.

3. Methodology

Within the research we apply two approaches to assess the elements of intellectual
capital and financial performance — with the help of internal evaluation made by top-managers
(with the help of a questionnaire) and with the help of proxies obtained from financial
statements. First, we check our hypothesis on the base of information provided by top-
managers concerning the relationship between different elements of intellectual capital and
financial results of Russian companies. Then this relationship is checked by application of
proxies for IC elements and performance.

The survey data for this project was collected in December 2013-August 2014. As the
research questions in this project covered a number of formal management practices, we
focused on companies with at least 100 employees, to ensure that such management practices
are formalized in the target companies. The survey was developed by an international team of
experts, as part of an international project, aimed to study the impact of IC on performance in
different countries and validated in Finland (Inkinen et al.,, 2014). The survey was
subsequently translated into Russian.

To achieve the main goal of the research we apply a two-stage analysis. First, we
perform an exploratory factor analysis to check for the reliability and validity of the
measurement scales in the survey. Then we apply a regression analysis that allows us to
define the relationship between different 1C elements and performance indicators.

As the real data proxies for the variables we chose the following indicators.
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Financial performance is evaluated with the help of return on assets (ROA). The IC
elements are measured on the base of the following proxies chosen based on extended
literature review:

Table 1. Proxies for IC elements evaluation

Name Proxy
Human capital Natural logarithm of wages and salary expenses paid to employees
Structural capital | Natural logarithm of operational expenses, not including wages and
salaries
Relational capital | Growth rate of revenue

4. Results

The results of the research allow getting new insights on intellectual capital
management in Russia. We reveal that human capital and structural capital play are
significantly and positively related to financial performance results of Russian companies.
Relational capital is not significant in the model. These results are consistent with the
application of two methods to evaluate different elements of intellectual capital and financial
performance — a survey approach and proxy-based evaluation method. The results reveal the
peculiarities of managing intellectual capital elements in emerging Russian market.

5. Acknowledgments
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Interrelation between Payout and Financing Decisions: Evidence from
Emerging Markets

Artem Anilov, National Research University — Higher School of Economics, Russia
Nikita Pirogov, National Research University — Higher School of Economics, Russia

Abstract

The results of recent research on the interrelation between payout and financing
decisions are discussed in this paper. We also develop an econometric model that allows
us to check the existence of interrelation in emerging markets and to compare the results
to those obtained from developed markets. The obtained results allow us to conclude
that there is a significant interrelation between payout and financing decisions. Though,
the sign of this interrelation might differ among different countries and different
specifications of payout and financing decisions.

Keywords: capital structure; payout policy; emerging markets; corporate finance;
simultaneous regression
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There is no doubt that financing and payout decisions have some impact on the
company’s efficiency and value. The search for target (optimal) levels of capital structure and
payout determined the direction of academic research in corporate finance in past 50 years
starting with the classical research by Modigliani and Miller (1958, 1961). The authors tried
to find the factors that will help companies to achieve target levels of financing and payout.

This particular paper aims to investigate whether payout and financing decisions are
jointly determined in the companies from developing countries. In the academic literature,
authors mainly concentrate on how payout policy affects financing policy. Instead, we apply a
model where payout and financing decisions are determined simultaneously. Such a model
accounts for possible two-side interrelation and endogeneity. Besides, very little research was
conducted on the sample of companies from emerging markets, and if it was, the results
would be controversial: some authors did not find any proofs for the existence of such an
interrelation, some of them found positive interrelation (as shown by McCabe (1979) and by
Aggarwal and Kyaw (2010)) and some of them — negative (as shown in Jensen et al. (1992)
and Chen and Steiner (1999)). Therefore, we tried to enhance the existing literature on this
topic in two ways: by applying simultaneous framework and by focusing on the companies
from emerging countries.

We apply simple budget constraint equation, proposed by Lambrecht and Myers (2012):

ADebt + Net Income = CapEx + Payout. Q)

The logic behind the equation (1) is simple: debt absorbs the changes in net income if
the company needs to hold its investment and payout policies constant. However, sometimes
companies do not have any opportunities to change their debt (for example, because they
already have excessive debt), or the existed opportunities are not enough. In such cases, the
company will have to change either investment policy or payout policy and to come to some
trade-off. We assume that companies consider this budget constraint when making financing
and payout decisions.

In the research, we test the following hypotheses:

1. There is a negative interrelation between payout and financing decisions in
the companies from developing markets;

2. The negative interrelation between payout and financing decisions takes place
in both developing and developed countries;

3. The specifications of payout and financing decisions do not affect the sign of
interrelation.

We use simultaneous equations to capture such a trade-off and possible interrelation
(one equation for payout decisions and one for the financing decisions). We test two
specifications of financing decisions (total debt to total assets ratio and long-term debt to total
assets ratio) and two specifications of payout decisions (total payout (the sum of dividend
payout and repurchases) to total assets ratio and dividend payout to total assets ratio). We also
use some control variables like capital expenditures, cash holdings, Tobin’s Q, return on
assets and return on sales.

The research was conducted on two samples: the first contained the US companies and
the second — companies from nine developing countries. Two samples allowed us compare the
results obtained from developed and developing markets. Based on these two samples we
obtained some interesting and significant results.

Payout and financing decisions are really made simultaneously and are jointly
determined. There is a negative interrelation between total payout and financing decisions and
positive — between dividend payout and financing decisions in the US companies. We tend to
think that this result can be explained by the fact that repurchases are now more popular type
of payout than dividends in the US. The dividends in the US might be considered as a
“minimum” payout level, which will be maintained by any means, including new debt issues.
For instance, if the company faces a significant negative change in its net income, it can draw
more debt to maintain a dividend payout on its minimum acceptable level. However, when
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there is a positive change in net income, the company can make a repurchase (which will be
considered as an extra payout) and reduce its debt.

In the sample of companies from developing countries, we obtained different results. In
most countries (except Russia and China), there is a negative interrelation between financing
and payout decisions for all specifications. This result let us conclude that most developing
countries follow the same patterns in making financing and payout decisions as the US
companies. However, Russia and China draw more debt to maintain competitive levels of
payout to attract investors. The reason for such behavior is not obvious and needs further
investigation.

To sum up, the main findings are the following:

1. There is a significant interrelation between financing and payout decisions in
companies from both developed and developing countries:

2. The sign of this interrelation might be affected by the specification of the
payout decisions (for the US companies) and by the company’s home country.
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Antogonistic Resources In Social Entreprneurship: Exploit Or Avoid?
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Abstract

This study aims to discover using the resource-based view the capabilities that
social entrepreneurs possess to manage antagonistic assets. The study is based on the
premises that despite existing similarities between social and commercial
entrepreneurship, organizations in social entrepreneurship face challenges managing
resources as the attracted resources are very often antagonistic by nature. The findings
of the paper demonstrate the organizational capabilities which social organizations in
social entrepreneurship need in order to handle the antagonistic resources.

Keywords: social entrepreneurship, antagonistic resources, capabilities
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Social entrepreneurship has become very attracting research field over the last decade
due to increasing number of successful examples of organizations in social entrepreneurship
and due to the underdevelopment of theoretical knowledge in this field. Despite the fact that
social entrepreneurship research finds many similarities between commercial and social
entrepreneurship (Morris et al., 1994; Meyskens et al., 2010), there are some differences in the
processes, characteristics and factors. Such differences, for example, are connected with the
nature of goals, opportunities, stakeholders relationships in social and commercial
entrepreneurship. Also, the resources that are attracted by social and commercial
entrepreneurs are distinct by kind. As Austin et al. (2010) note “opportunities for social
entrepreneurs, often far outstrip the resources available to address them”. As a result social
entrepreneurs often attract resources that are neglected and abundant by traditional
organizations and considered as antagonistic (Hockerts, 2015). “Antagonistic resources or
assets are resource combinations that a priori make the commercialization or marketing of a
product or service more difficult. Consequently, commercial firms will typically avoid using
them” (Hockerts, 2015).

Goal of the research is to reveal the capabilities that social entrepreneurs need in order
to manage antagonistic resources.

The authors used RBV framework which considers the firm as a portfolio of recourses
which managers should use in the most effective way to gain sustainable competitive
advantage. Nowadays the resource-based view (RBV) is the most widely used theoretical
framework now strategic management and marketing research (Ray et al., 2004; Lavie, 2006;
Lin, Wu, 2014). Recourses of the firms include tangible assets, intangible assets and
capabilities (Fahy, Smithee, 1999). Most of researcher consider capabilities as a most likely
source of sustainable competitive advantage (Kozlenkova, Samaha, 2014). For defining
capabilities which used by social entrepreneurship to deal with antagonistic resources in
multiple case study the authors used the classification of capabilities provided by R. Hall
(1993). They defined four types of organization’s capabilities based on their origin:
regulatory, positional, functional and cultural. Regulatory and positional capabilities based on
firm’s assets and while functional and cultural — in competences (or skills as specific type of
intangible resources).

— regulatory capability relates to legal entities and includes intellectual property
rights, lisences, patents etc.

— positional capability takes origin in the past action of the firm and includes for
example, marketing, reputation, networks etc.

— functional capability based on ability of the firm to do something in specific
way, so they includes knowledge, skills and experience of employees,
customers, suppliers etc.

— cultural capability rooted in organizational culture of the firm and includes
habbits, attitudes, beliefs and values.

Research methodology. In order to look into the types of antagonistic resources used
by social entrepreneurs and find what capabilities help them to deal with these resources
authors took three cases of firms working in different spheres (Tab.1). Each of the three firms
does not only build its activities around using antagonistic resources due to solving certain
social problems but also tries to make them work for competitive advantages.

The first case taken in the research is a charity shop “Spasibo!” (“Thank you!”) that
started its activities in 2010 in Saint Petersburg. The shop was formally registered as an
ordinary retail outlet due to no special forms or terms given to charity shops by Russian
legislative system. But “Spasibo!” has got two major differences from other second-hand
stores: it doesn’t buy what it sells to its customers and it directs almost all its profit into
charity. “Spasibo!” business model implies gathering clothes, footwear and attire that people
no longer want for themselves. Most of these things would usually be thrown away but
“Spasibo!” offers people an opportunity to make their unwanted belongings serve somebody
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in need. One of the main resources used by the firm — belongings that are no longer needed by
their owners and usually thrown away — can be considered antagonistic. This type of resources
IS not easy to manage due to several reasons. On the first hand things that are given and not
bought are very different in quality and need a lot of time to be sorted. On the second hand
people would usually not give away something for free to those they don’t favor or trust,
especially as given things would be probably sold. Finally, the business model described can
only be viable when certain scale of given belongings steadily comes. In these circumstances
the role of marketing and especially pureness of reputation become crucial for the firm.

The second case is a footwear factory “Tiboj” that started working in 2014 in the
suburbs of Saint Petersburg. The central idea of its business model was creating an
opportunity for disabled people to work and have steady income. Disabled people, especially
those suffering from mind illnesses, encounter difficulties when it comes to earning for their
living. From the side of employers disabled people are usually not a type of desired
workforce. Hiring them is associated with limited productivity, special treatment required by
legislative norms, comparatively high level of absenteeism and risks of losing an employee at
any moment due to health issues. Thus most employers try to evade using this type of human
resources unless forced by the government. “Tiboj” decided to create a working line with all
employees being disabled. They understood that learning process can take longer but believed
that their employees will have enough motivation to become at least on par with healthy
people. Disabled people as human resource did not become the only type of antagonistic
resources used by “Tiboj”. Taking advantage of their relationships with the charity shop
“Spasibo!” the factory arranged supplies of used denim from them. “Tiboj” created several
models of denim slippers which went on sale with special marketing positioning — footwear
made by disabled from donated materials.

Another example of a firm in social entrepreneurship sphere that decided to work with
disabled people is “Work-1"". But specifics of their work with this antagonistic resource is
different. “Work-1" founder paid attention to the isolation of graduates from correctional
boarding schools from social and economic life. The possible solution was to help them get
employed to big enterprises developing programs of corporate social responsibility and
demanding low-skilled workforce. “Work-1" assists young people with limited abilities in
work placement in the companies in need for low-skilled workers. It also gives social and
professional support to them through a mentorship system. In its business model “Work-1”
perceives young people not as a human resource, as seen in “Tiboj”, but as a kind of
“material” which needs to be “processed” in order to become more attractive in terms of
employment.

Research results. Capabilities used by the three social entrepreneurs in order to deal
with antagonistic resources and classified due to RBV concept in Table 1. It is evident that
positional capabilities in building partnerships and communication networks become of vital
importance. It seems to be very hard to implement antagonistic resources into business
activities on a stand-alone basis — without a steady support of reputation among suppliers and
customers as well as of some business partners (often another social entrepreneurs) and
NGOs. It can also be concluded that cultural capabilities implying strong value positioning
prove to also be vitally important while using antagonistic resources. At the same time
regulatory assets often go by the wayside.

Table 1. Capabilities for dealing with antagonistic assets

Business case Skills - "doing" Assets -"having”
Functional Cultural Positional Regulatory
“Spasibo!” Strong Strong value Reputation among | Contracts in
marketing positioning and suppliers and logistics
ability to transfer | customers, trust
Convenient values to that belongings
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means of employees, and profit would
donation for suppliers and be used for good
suppliers customers
Partnership
Know-how in networks with
logistics charity funds that
(transport, are trustworthy
sorting,
refurbishing, Transparency
utilizing)
“Tiboj” Know-how in Strong value Reputation among | None
production positioning and suppliers and
processes and ability to transfer | customers
employees values to
education employees,
suppliers and
customers
“Work-1” Know-how in Strong value Partnership Donations
mentorship positioning and networks with contracts with
program ability to transfer | NGOs and social impacts
values to employers defined
customers and
partners

Novelty/author's contribution: the paper demonstrates the challenges that
organizations in social entrepreneurship face dealing with antagonistic resources and
discovers the capabilities which help social entrepreneurs to integrate them into specific
organizational routines in a more effective way in comparison with traditional enterprises.
Moreover, despite a growing interest in social entrepreneurship within academic circles, very
few studies have examined this concept in the context of emerging economies such as Russia.
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Abstract

The popularity of social entrepreneurship, as an area of academic research has
been increased immensely over the last few years. Plurality of meaning and definitions is
the core aspect that mainly characterizes this sector. The approaches also differ in the
type of organizations, from non-profits to a business like ventures. The applicability of
business approaches like- marketing in SE is very rarely researched. On the other hand,
in the practice side, the challenges are very diverse for SEs in an emerging economy like
India.

This article reviews the literature regarding the definitions and meaning of SE and
the potential role/application of marketing in this sector. The authors also put forward
the diverse challenges that SEs face in India.

Keywords: social entrepreneurship, marketing
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1. Background

Social entrepreneurship has been surfaced as a pressing concern for the practitioners and
academicians. The number of field experimentations, discussions, academic research and
consultations on SE has been increased considerably over the last decade.

Social enterprises may take diverse approaches to bring about social change. Some opt
for a complete non-profit institutional form (dependent on donations and fundings) or a for
profit venture (earned income). Taking a mid-position (hybrid approach) is also an option in
the scheme of things. At one side, all these type of organizations face difficulties to raise
funds and on the other hand, it is hard to implement the earned income scheme (as the
communities are habituated with free govt. services). Along with the problem related to the
resource mobilization, perceptions about SEs also differ considerably due to its diverse
organizational forms. “Focus on economic activities differentiates SE from activities like-
social movements and philanthropic activities and on the other hand the social
change/transformation focus demarcate it from CSR activities” (EMESResearchNetwork.,
2013, September 28).

Majority of the SEs are involved in providing affordable products to the'bottom of the
pyramid' customers or creation of jobs and livelihoods for the target community. Both types
of activities need innovation to provide personalized solution. “SEs should have a capacity for
continuous innovation to bring about incremental social change and then to scaling up the
innovation for widespread impact” (World Economic Forum., 2014, October 24).

At this point, we have got a number of meanings of SE and we use the term SE to
denote different types of organizations. The present multifaceted status of the concepts related
to SE may pose challenge to the theoretical consensus.

From a research perspective, social entrepreneurship is currently clearly enjoying an
‘emerging excitement’ from various disciplines and theories, yet as a scholarly field or
investigation it faces two major challenges. First, many of the perspectives and scholarly
fields it emerges, such as entrepreneurship or the literature on not-for-profit organizations,
largely lack theoretical consensus themselves and, therefore, it is not surprising that a
consensus on how to define and operationalize social entrepreneurship has not been achieved.
Second, social entrepreneurship research is caught in between seemingly conflicting demands
for relevance and rigor (Mair, J., 2010).

India with a population of 1.25 billion of people is in real need for innovative solutions
to its diverse range of social problems. Government, non-profit organizations and some
private organizations have been doing their bit in this cause. The social problems are
heterogeneous yet specific to a particular region. Government agencies have got the limitation
of outreach and they work on a broader and widespread problem. In India, the problem for an
organization that want to bring about a social change is that in one hand it is hard to ensure
the last mile access and on the other hand, it is a tough job to provide innovative personalized
solution. Till now, there is an absence of dedicated policy space for SEs but the government is
supportive in the process of promotion of SEs. “Social entrepreneurship in India is emerging
primarily because of what the government has not been able to do. The government is very
keen on promoting social entrepreneurship - not necessarily by funding it or by advising on it
or enabling it. What they do, is not disable it” (Segran, G., 2008, December 26).

2. Objectives:

In this paper we attempt to identify common areas among the concepts and constructs
related to SE. The purpose of this paper is also to presnt the status of SE in India and the role
of different marketing approaches in SE.

First, we detail and categorize different literature on SE in terms of their context and
conceptualization. Literatures on SE span a large variety of concepts like- social value
creation (Di Domenico, M., Haugh, H., & Tracey, P., 2010), legitimacy of SE (Dart, R.,
2004), enterprising social innovation (Dees, J. G., & Anderson, B. B., 2006).
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Second, we present the untapped opportunities for the SEs in India and also the range of
challenges that they face. We will look into some literatures on SEs in India and try to come
up with a description on the status of SEs in India. We also introduce some examples of SEs
from India to demonstrate the landscape of SE in India, along with the opportunities and
challenges.

Third, we discuss how different marketing approaches may play big role in building
mutually beneficial relationship with the target consumers. Finally, we present the conclusion
and future directions. We review literature on two marketing approaches: relationship
marketing and social marketing to build an understanding on the applicability of marketing in
SEs.

3. Novelty / author’s contribution

This paper is one of the few paper that present the status of SE in an emerging economy
like India. It makes some significant contribution to the literature related to the role of
marketing in SE. It is useful for the scholars, academicians or practitioners who want to
understand different definitions and typologies related to SE.

4, Methodology

Literature with different perspectives on social entrepreneurship is selected and
reviewed to build an understanding on the conceptualization process. A number of cases of
SE in India is taken from different magazines and websites and some review of literature is
done to understand the challenges and opportunities in India. Some marketing approaches are
being referred to propose a possible role of marketing in SE.

5. Results

Through literature review this paper brings up the importance of marketing in SE and
also it emphasizes the need for theoretical consensus in terms of definition and typology in SE
scholarship.
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Abstract
The aim of the paper is to link the bank’s approach to selection of covenants to the

main aspects of creditworthiness. The modern practice of bank’s credit analysis is built
around the following main characteristics, referred to by some bankers as “Pillars of
Credit”: 1) borrower’s performance, 2) leverage, 3) liquidity, 4) ability to repay debt. The
importance of each of these characteristics varies from industry to industry. Banks consider
these “Pillars” while setting the financial covenants. Ability of covenants to serve as early
warning signal depends on the Bank’s selection of these covenants and their targeted values
specifically for each borrower. The paper analyses which indicators an exemplary bank uses
for assessment of these “Pillars” and examines how those covenants are set in selected cases.

Keywords: credit risk, covenants, financial indicators
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1. Goal of the Research

Although there has been much research on selection of covenants, there was little said about
the selection of financial covenants based on the criteria of creditworthiness of borrowers.
Moreover, while banks tend to share little of the practical cases, there is a need in a demonstration
of theoretical concept applied in practice. Purpose of the research is to demonstrate how the
theory of criteria of creditworthiness is applied by banks in practice in selection of covenants. The
objectives are to conduct a systematization of research of criteria of creditworthiness and to
Illustrate the selection of key creditworthiness criteria and covenants values based on one of
selected banks stylized cases.

2. Novelty/ Author’s Contribution

The author provides systematization of research on financial indicators serving as
determinants of creditworthiness. Stylized cases are being presented, demonstrating the selection
of covenants and their values. Conclusions are made regarding the approach to selection of
covenants in these cases.

3. Methodology

Review of research papers on the selected topic.

Case studies prepared based on data analysis and observations from interviews with experts
in a selected bank.

4. Results

Main creditworthiness criteria applied are 1) borrower’s performance, 2) leverage, 3)
liquidity, 4) ability to repay debt. In each credit’s case the bank selects the main criteria and
financial indicators/ ratios which are considered most relevant for particular borrower and
industry. Those are embedded in financial covenants. Values of financial covenants are based on
forecasted values of selected key indicators/ ratios. Covenants are set with a gap versus the
forecasted value of indicator. This shall allow flexibility in borrower’s decision making and
development of borrower’s performance, to the extent that it does not put in question borrower’s
ability to repay debt.
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Abstract

While in most of the emerging markets, the state still holds the key to business
success (Krisnan, Balachandran 2008), little has been developed on the balance between
the state and business incentives and motivation to imply CSR (both reactive and
proactive). To fill in this gap the paper aims to classify drivers of CSR in BRICS
countries as per business-initiated (bottom-up approach) and state-directed initiative
(top-down approach). The paper also pinpoints and categorise the priorities of big
businesses to find the systemic gaps in the implementation of strategic corporate social
responsibility in BRICS countries at the state level.

Keywords: CSR, BRICS, communication channels, state influence, business strategy
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1. State of art

The impacts of BRICS geopolitical cooperation on the model of socially responsible
corporate behavior are on the rise in the academic literature. Relevance of the topic, in
particular, is supported with the export of socially responsible practices of multinational
corporations on certain markets as well as the development of benchmarking practices tailored
to local business and cultural traditions (Zhang, 2009). This integration of the principles of
sustainable development in corporate and government policies lead to difference in applied
levels of social responsibility, especially in the framework of non-homogeneous economies of
BRICS.

CSR communications focusing on reputation related to social responsibility and
legitimacy (Czinkota et al, 2014) are linking businesses, governments and society in
understanding the signals to further co-develop in a sustainable way. This kind of
communication embraces a variety of cross-functional and multidisciplinary concepts and
goes beyond marketing theory aiming to advance both internal and external multi-stakeholder
dialogue. The state creates a platform for sustainable development and developing the rules of
corporate citizenship, business introducing technological, managerial and social innovation,
creates value for shareholders, serving customers and society criticizes / ignores superficial
social responsibility program, creates conditions for the realization of the rights of local
communities and forms of corporate responsibility criteria behavior (Bredgaard, 2004). Often,
however, transparency and accountability of corporate communications are questionable if
they do not reflect standards of business ethics and responsible and authentic leadership
(O’Riordan, Fairbrass, 2014).

2. Methodology and scope

It has been previously studied by international scholars that there are different models
(Fox et al, 2002, Albareda et al, 2008, Visser, 2010) and perception of CSR in various
countries. This research is conceptual and investigates the systems and processes involved in
developing and implementing CSR in various institutional, business, historical and cross-
cultural environments. The empirical analysis has been developed in a two-tier approach.
Using the justified typology for CSR-communication, at the first stage official documents,
websites, and additional information resources issued by BRICS governments in English were
analysed using contextual analysis.

Then the research design is adjusted for explorative methodology to justify CSR
application and casual methodology to study models of CSR applied to stratified sample of 50
BRICS companies, 10 of each country presented in Fortune ranking. The data used for this
content analysis was collected from English communicated information from the companies
(GRI nonfinancial reports), and then compared with the data derived and analysed in the
governmental official documents. Obtained data was statistically tested and integrated as
scaled CSR communication intensity into the econometric model based on (Li et al, 2010).

3. Preliminary findings

The paper identifies very different levels of CSR penetration in the studied countries.
The increase in competition among the multinational and national companies to gain first
mover advantage in BRICS countries by establishing sustainable relationships with both the
state and the civil society is essential to stimulate strategic CSR application. The paper finds
that firms which operate internationally are more likely to engage in CSR and to
institutionalize it through various domestic codes, suggesting that glocalisation (and not
westernisation) is a key CSR driver for emerging markets like BRICS. Interesting finding is
that those companies in countries with stronger Governmental CSR regulation appear to be
less creative in social responsibility and rare go beyond suggested frameworks (China, Russia,
India), then those with business activated bottom-up approach achieve more in sustainable
solutions (Brazil, SA). The paper confirms previous results on ecological focus for China and
Brazil, and internal stakeholders for SA, Russia.

4, Theoretical implications
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In the BRICS countries, along with «the advanced» socially responsible group of
companies, evidence exists of a negatively minded group of businessmen and local residents
(Belyaeva and Canen, 2015). In addition, many companies in China consider CSR as an
unnecessary western concept and as a trading barrier (Belyaeva and Kazakov, 2015 ). CSR is
not only a tool to manage social problems in the region. The companies in the BRICS
countries consider CSR as a part of negotiations, a tool to increase of competitiveness of the
company, as a possibility to enter new markets, and also to strengthen mutual relations with
suppliers, investors, and buyers. This pragmatism and economic benefit expectation “force’
the companies to invest into social and ecological spheres, but unreasonably fewer in personal
developments.

In most of the emerging markets, the state still holds the key to business success
because of the existence of trade and business regulations restricting the freedom of
multinational companies to incorporate their previously successful business doctrines which
have been tried and tested in the developed nations.
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Abstract

According to general approach, intellectual capital in a company is created by or
with the help of employees. The authors of this paper propose that intellectual capital is
generated in a company not only by employees, but also by governing bodies, for
example, the Board of directors, whose members are not always enrolled in the company
according to a regular labour contract. The authors introduce the definitions of
intellectual capital of the Board of directors and its main elements: human capital of the
Board (knowledge, competencies, experience) and social capital (relationships and links
of Board members). With the help of deep structured interviews of 10 members of
Board of directors of Russian companies the relationship between human and social
capital and company’s value creation is defined.

Keywords: Intellectual capital of Board of directors, human capital, social capital,
Russia
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1. Goal of the research

Prior research shows that, starting in the 2000s, available tangible resources underlie
only from 6 to 30% of company value, while the rest is generated by its intellectual capital
(Fuller, 2002).

Moreover, researchers argue that intellectual capital is generated not only by the
employees of a company, but also by members of managing departments and governing
bodies that are not necessarily tied to the company by a traditional labour contract. The Board
of directors is one such bodies: it is not required that its members are employees of the
company. However, there is no doubt that its members contribute their knowledge, skills,
experience and networks to creating the intellectual capital of the Board of directors, enabling
effective management monitoring and providing valuable resources to the company, thus
adding value to the company as a whole (Hillman, 2005).

Based on literature review we can distinguish two elements of the Board of directors’
intellectual capital: human (Carpenter and Westphal, 2001; Dalziel et al., 2011; Castanias and
Helfat, 2001) and social (Devos et al., 2009; Hillman et al., 2011; Ruigrok et al., 2006; Stuart
and Yim, 2010).

The purpose of the study is to define the contribution of intellectual capital of the Board
of directors as well as two of its major elements: human capital (knowledge, skills, and
experience of Board members, etc.), and social capital (relationships and networking
opportunities of Board members) in generating intellectual capital of a company and to clarify
the relationship between these elements and value creation.

2. Novelty

This study contributes to further development of the concept of intellectual capital of the
Board of directors by bringing together the theory in the field and practice by bringing
insiders’ point of view of 10 members of Board of directors of Russian companies concerning
the role of human and social capitals in a company’s value creation.

3. Methodology

To achieve the goal the authors of the paper have developed a structured questionnaire
on the base of deep literature review in the field that enables to evaluate human and social
capitals of Board of directors. Ten members of Board of directors of open and closed joint
stock companies have answered the survey questions. They provided their personal insights
concerning the importance of human and social capitals of Board of directors and the
relationship of these elements with company’s performance indicators.

4. Results

The authors suggest that intellectual capital is generated not only by company staff, but
also by governing bodies, particularly the Board of directors, whose members are not always
under contract with the company in the traditional sense. Members of the Board use their
knowledge, experience, and networking opportunities to build intellectual capital for effective
monitoring, advising, and for providing the company with valuable resources. In this sense,
the Board of directors serves as a source of intellectual capital for a company, being the main
internal corporate governance mechanism that leads to value creation in a company, taking
into consideration the interests of all stakeholders. In this way, a company can achieve long-
term competitive advantages. The research highlights that human capital (knowledge, skills,
and experience of Board members, etc.), and social capital (relationships and networking
opportunities of Board members) are related to company’s value creation.
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Abstract

The literature disagrees on the link between having “busy” directors on the board
and firm performance. Busyness, on the one hand, certifies that a director has much
experience and networks; on the other hand, busy director might not have enough time
for productive work. This paper investigates the relationship between director busyness
and firm performance in Russian companies. The results are following: there is negative
linear relationship between return on assets and busyness; there is non-linear
relationship between Tobin’s Q and director busyness. Such results can be a basis for
making recommendations regarding director busyness in corporate governance codes.

Keywords: corporate governance, board of directors, busy directors, multiple
directorships, firm performance
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1. Introduction

Corporate governance has become one of the main determinants of successful company
performance. The board of directors plays a very important role as an internal corporate
governance mechanism and that is why its composition, its directors’ characteristics might be
crucial for the company.

On the board of “OGK-6" there were directors who held board member positions at the
same time in 41 or even 44 companies in 2006, and the company showed good results during
the year. On the other hand, board directors of “Yakutskenergo” held director positions in 26,
29 companies, but their performance was not so good. Based on this, the following question
rises: is there any relationship between director busyness and company performance of
Russian companies? The purpose of this paper is to investigate this relationship.

2. Busy directors

Director is considered busy if he serves on three or more boards (Fich and Shivdasani,
2006); some authors focus on busy outside directors or busy independent directors. Directors
who demonstrate their ability as monitors and serve well usually get additional board
appointments, this is known as “reputation hypothesis” (Fama and Jensen, 1983). Consistent
with this view, it was found that the better the performance of firms at which the director
serves, the more likely the director is to hold more board positions in other companies (Ferris
et al., 2003). Another evidence on the positive association between busy directors and firm
performance is “quality hypothesis”: multiple directorships certify director quality. Besides,
the “resource dependency hypothesis” states that multiple directors may be better networked,
helping the company to get access to valuable resources and establish more linkages with the
external environment (Pfeffer, 1972; Booth and Deli, 1996). However, “busyness hypothesis”
states that the directors overload themselves as they start to serve on multiple board and, as a
result, their efficacy goes down.

In empirical studies, Fich and Shivdasani (2006), Cashman et al. (2012) provide
evidence for negative relationship between director busyness and firm performance of the
developed countries companies. For companies of developing countries positive relationship
is found in Sarkar J. and Sarkar S. (2009), Li et al. (2013). This difference can be explained by
cultural and national distinctions. However, several studies have found no significant
relationship both in developed and developing countries (Ferris et al., 2003; Arioglu and
Kaya, 2015)

3. Data

Actually, as long as the effect from quality, experience and networks dominates the
negative effect from possible lack of time, company performance should improve with
multiple directorships. On the other hand, when the negative effect is bigger, company
performance should decline. Because of this, we can suppose the non-linear relationship
between director busyness and company performance. The sample consists of 116 Russian
public companies which were rated as the best corporate governance companies by S&P, the
sample period is 2002-2010.

Several measures for director busyness are used. The first one is average number of
directorships per director used by Fich and Shivdasani (2006), Andres et al. (2013). The
second measure is average number of directorships per outside director (Pombo and Gutierrez,
2011). The third measure is the maximum number of directorships held by any one member of
a company’s board. The last measure is the maximum number of directorships held by and
executive of the firm: the potential distraction of multiple directorships might be more a
problem for companies that employ potentially overstretched individuals as officers (Ferris et
al., 2003). Company performance is measured using ROA and Tobin’s Q.

4. Empirical results and conclusions

The conducted study is the first to investigate the relationship between director busyness
and performance of Russian firms. Our results are that there is negative relationship between
director busyness and company performance measured by ROA. Furthermore, we found non-
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linear (quadratic) relationship between director busyness and Tobin’s Q: the market reacts
positively when there are non-busy directors on the board and when there are members with
more than 7 directorships per director.

The managerial implications can be following: while choosing board members, it should
be kept in mind that busy directors give a positive signal to the market. Moreover, it might be
reasonable to state the minimum number of non-busy directors in the corporate governance
codes to guarantee having members that will focus only on the performance of the particular
company.
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This paper investigates the relationship of dividend policy and ownership structure of
Russian dual-class stock companies. The results allow to conclude on the link of a wide range
of factors of ownership structure and concentration in Russian companies with their dividend
policy, as well as to trace the differences in dividend policy for common and preferred shares.
The findings point to a growing level of ownership concentration on the Russian market,
indicate the severity of agency problem and abuse of minority shareholders’ rights, and may
be helpful for improving dividend policy of Russian companies and increasing their
investment attractiveness.

Keywords: dividend policy, dual-class stock companies, ownership structure, ownership
concentration, agency problem, private benefits of control, Russia
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1. Introduction

Dividend policy of companies for several decades has been a topic of current interest, since it
reflects interests of various groups of owners. Dividend policy is sensitive to the degree of
ownership concentration and different shareholders’ power level, associated with the quality of
corporate governance and the degree of minority shareholders’ rights protection. For this reason, the
study of the factors related to the dividend policy is important from perspective of increasing the
level of corporate governance, protection of shareholders’ rights and prevention of conflicts between
different types of owners.

2. Dividend policy and ownership structure

Empirical studies show that the size of dividend payments is interrelated with the proportion of
votes held by largest shareholders, who can extract private benefits of control (Maury, Pajuste,
2002). In addition, researchers notice the relation between size of dividends and proportion of shares
held by different types of owners on the basis of conflict of interests (Wei, Zhang, Xiao, 2004;
Kumar, 2006; Wang, Manry, Wandler, 2011; Alekseeva, Berezinets, llina, 2011). Conflict of
interests in Russia can be especially acute due to the peculiarities of the country's legal system,
which is characterized by a low level of minority shareholders’ protection. In other countries, the
relation of dividend payments and the level of shareholders’ protection has been studied, in
particular, by (La Porta et al., 2000), and (Goyal, Muckley, 2013).

Dual-class stock companies are of particular interest for the study of dividend policy, as issue
of non-voting shares leads to a breach of a proportional distribution of control and cash flow rights,
thus clashing interests of the owners of different types of shares and influencing corporate
governance and dividend policy (Alekseeva, Berezinets, Ilina, 2011).

3. Data and sample

The sample includes data for all dual-class stock companies, which paid cash dividends and
were traded on the Moscow Stock Exchange in the period from 2010 to 2013 (65 companies). The
total payout ratio and payout ratios for two types of shares separately are considered as indicators of
dividend policy. As measures of ownership concentration are taken proportions of votes held by
three largest shareholders, the difference between the proportions of common shares held by two
largest shareholders, as well as the ratio of proportions of preferred and common in the largest
shareholder’s portfolio. In addition, shares of different types of owners in authorized capital and
ordinary stocks of company are taken into consideration.

4. Empirical results and conclusions

Statistical analysis showed high ownership concentration and redistribution of voting shares to
the first largest shareholder through the decrease of proportion of votes held by other shareholders in
Russian dual-class stock companies. Such situation may indicate the severity of agency problem and
the use by the largest shareholder his influence for the distribution of available funds in his own
interests.

To identify the relation between dividend policy and factors of ownership concentration and
structure, regression models on panel data with random effects were constructed. The results show
that the size of dividends on common shares is inversely rrelated with the proportion of votes held
by the largest shareholder, the total proportion of votes held by three largest shareholders and the
distance in proportions of common shares held by the first and the second largest owners. This could
be a signal of extraction of private benefits of control by the largest shareholder and infringement of
minority shareholders’ rights. The structure of the largest shareholder’s portfolio is directly related
to the size of dividend payments on both types of shares, indicating that in companies where the
largest shareholder holds a relatively small proportion of preferred shares, the agency conflict is
especially acute, because major shareholder retains control over decisions without carrying all the
costs and may not be interested in dividends on preferred shares. Moreover, it was found that
dividend payments on preferred shares are not related with the share of any type of owners in
authorized capital and ordinary stocks. Dividends on common shares are inversely related with the
proportion of shares held by foreign investors, who, due to their lower awareness of the state of
affairs in a company, may prefer capital gains to dividend income. A similar interrelation, observed
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with the proportion of shares held by offshores, may be caused by withdrawal of funds through
transactions involving these companies. Finally, the share of Russian corporate investors is inversely
related to the size of dividends on common shares, which again may be associated with extraction of
private benefits of control.

In general, dividend policy on preferred shares is more conservative than dividend policy on
common shares, and infringement of rights occurs in respect of minority holders of common stocks.
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Abstract

The impact of R&D investment on firm performance and the role of board of
directors which makes decisions about company’s innovative activity remain
inconclusive. This paper investigates the relationship between board of directors
composition and structure in innovative companies and firm performance. Using the
panel data of innovative Russian public companies, which made R&D investments in

2011 — 2013, we found a positive relationship between the board independence and ROA
as an indicator of firm performance. Moreover, it was shown that innovative companies

that establish strategy committee on average have higher ROA ratio than innovative
companies without such committee.

Keywords: corporate governance, board of directors, innovative companies, firm
performance
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1. Introduction

On the one hand, over the last several years more attention has been paid to innovations
in Russia. Foundation of innovative centre Skolkovo, Open government suggestion to
decrease tax payment for companies that make R&D investments are the evidence. Such steps
were made because of decline in prices of subsoil resources the export of which counts major
part of Russian budget. In order to restore balance, export should be reoriented to sales of
technology intensive production which could be obtained by preliminary R&D investments.
Thus, innovative companies become drivers of the economy.

On the other hand, each company is more than equipment, machinery; it consists of
people who manage its work. In Russian public companies the strategic view of company
development is under control of board of directors. It makes decisions about R&D
investments; as a result company gets the opportunity to manufacture new production, use
new technologies. It is aimed at obtaining competitive advantage which leads to change in
firm performance. Consequently, it raises a question of how the board’s structure and
composition are related to firm performance through the decisions about R&D investments
they define. Thus, the main goal of the research is to identify the relationship between the
board’s characteristics and firm performance.

2. Literature review

Despite many researches being dedicated to the connection between R&D intensity and
board’s composition, their results are different. This way (Baysinger & Hoskisson, 1990; Yoo
& Sung, 2014) made conclusion about positive relationship between board independency and
R&D intensity. They explained that independent directors suffer lack of information about
company’s activities and avoid risky investments in R&D. Presence of independent directors
in board is associated with enhancement of board’s control function on spending. Many
papers (Driver & Guedes, 2012; Dong & Gou, 2014) proved the relation to be positive. It is
explained by independent directors’ long term orientation, impossible without innovative
activity. Their experience, knowledge, social networks may contribute to successful
implementation of innovative strategies.

Also Russian public companies’ corporate governance in comparison with foreign
companies more inclined to establish a strategy committee. It gives additional time for
discussing important strategic issues, allows to take into consideration directors’ background,
preferences and to involve professional consultants into discussion. Thus, this committee may
improve the results of innovative activities.

Yet, R&D investments are hardly the indicator of company success, their positive
impact on financial performance is in question. The majority of researchers (Chen & Huang,
2010; Zhu & Huang, 2012) argue the relationship between R&D intensity and firm
performance to be non-linear. They substantiate it by declining return on investments.
Innovations obtained as a result of R&D investments are susceptible to copying by
competitors, so they do not preserve effect on firm performance forever. Because of firm
resources limitation company is not able to implement every single innovation it gets.

3. Methodology

Using econometric modeling this paper investigates the relationship between the share
of independent directors in board and R&D intensity, the practice of establishing a strategy
committee and R&D intensity. On the sample of panel data from the Russian public
companies which made R&D investments in 2011 — 2013 the results of which they could use
in operation activity (183 observations) it was shown that board independence is positively
related to R&D intensity. It was proved that those companies that introduce strategy
committee invest in R&D more intensively. Descriptive statistics demonstrated the absence of
independent directors in boards of 29% companies. Strategy committee was in 44% of
companies, the third part of which belonged to chemical industry and the fifth was involved in
engineering.
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The results of multiple regression model investigated non-linear character of the
relationship between R&D intensity and firm performance proved this relationship to be n-
shaped, but the fact that only 5% of companies in sample had the relation between R&D
investment and sales more than 10% which corresponded with maximum increase in ROA as
a firm performance indicator made identify this relationship as a linear one.

4. The results

Combining the results of both regression analyses together, we should conclude that the
board independence in innovative companies is positively related to firm performance.
Innovative companies with strategy committee have on average higher financial performance.

The novelty of the study is that it was made on Russian public companies innovative
activities of which have been unexplored. In addition to board independence, strategy
committee, the study investigates other factors of board composition and structure such as
board size, board tenure, share of government representatives, social capital of the board in
innovative companies. The paper also includes interesting findings about board structure,
composition, firm performance of innovative Russian companies in terms of industries.
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Abstract
The goal of research is to figure out knowledge sharing barriers in the

administrative processes of the undergraduate educational programs on an evidence of
the Bachelor in Management program at one of the Saint Petersburg universities. The
study is qualitative, based on semi-structured in-depth interviews with the
administrative personnel involved in the program’s management. On the basis of the
interview results, methodology of further quantitative research is developed, planning to
expand the research to a statistically significant sample of respondents in several
universities, as well as practical recommendations for the surveyed program’s
knowledge management are given.

Keywords: knowledge management, knowledge sharing, educational management.
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1. Goal, topicality and theoretical background of the research

The goal of the research is to figure out knowledge sharing barriers in the administrative
processes of the undergraduate educational programs on an evidence of the Bachelor in
Management program at one of the Universities in Saint Petersburg, Russia.

The topicality of this goal is following. A common view on educational organizations,
especially classical universities, is that these are environments with culture highly tolerant to
knowledge sharing leading to creation of new knowledge (Fullwood, Rawley, Dambridge,
2013). However, although it is true for the relationships between the professors and students,
the situation for the educational organizations' administrative departments is often different,
with a considerable research evidence of existing knowledge sharing problems (Zhukova,
Pleshkova, Mihnevich, and Pehtin, 2016). Besides that, although the knowledge sharing
barriers notion is widely renowned in literature (Desouza, 2003), educational management as
a specific industrial context has never been used as an object for a knowledge sharing barriers
research.

So, the authors’ contribution to the scientific knowledge body about knowledge sharing
barriers consists of studying this problem in a very specific industrial context not analyzed
before, thus containing both theoretical and empirical novelty as well as practical
implications.

2. Research methodology

An object of empirical research is the basic educational program of Bachelor in
Management at one of the leading Saint Petersburg’s universities. The study methodology is
qualitative, based on 10 semi-structured in-depth interviews with the administrative personnel
of different subdivisions involved in the program’s management.

Each of the interviews was based on asking the respondent to describe the knowledge
sharing processes in the respondent’s working environment, paying specific attention to the
factors hampering the knowledge sharing (i.e., knowledge sharing barriers). After deciphering
the interviews, the repeating suggestions reported by more than one respondent have been
figured out and analyzed.

3. Results and discussion

As has been mentioned, the interviews were semi-structured, allowing the respondent to
speak freely without following any preconditioned framework. However, the suggestions
about barriers told by more than one respondent have allowed distributing these barriers into
three categories:

- those related to supporting IT environment specifics (namely, low compatibility
between the document management systems used by different organizational subdivisions,
and impossibility to simultaneously edit the documents by different users in each of these
systems);

- those related to organizational structure specifics (namely, duplication of functions
between different subdivisions, and insufficiently clear job task formulations causing lack of
understanding what employees have what knowledge);

- those related to perception of the knowledge resources by their owners as a source of
power within the organizational informal hierarchy, thus causing reluctance to share these
resources.

Considering the interpretation of these three categories, it can be suggested that these
categories remind the knowledge management aspects classification into the information
technology based, organizational management based and organizational economics based
(Katkalo, 2009). Thus, the three revealed categories, respectively, can be interpreted as the
information technology -, organizational management -, and organizational economics based
barriers to knowledge sharing.

4, Conclusions and implications

The main theoretical conclusion of the research is that the interview results demonstrate
the importance of three different types knowledge sharing barrier types for the management of
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the surveyed educational program. Consequently, the relative importance of barriers of these
three types (as well as different barriers within these types) for the administrative processes in
higher education as such needs to be further studied. For that purpose the quantitative study is
being developed, planned to be held in several universities to gather a statistically significant
sample of respondents.

As for the practical implications of the results, recommendations for the surveyed
educational program can be developed.

Namely, the recommendations include deeper integration between document
management systems used by different subdivisions, introduction of possibility to edit
documents by several users simultaneously, and better formalization of job tasks for different
positions aimed to minimize the effects of job task ambiguity and to decrease the influence of
perception of knowledge resources as source of informal hierarchical power.
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Abstract

Creating social value through philanthropy continues to be the most favorable goal
of the corporate social performance of leading Russian companies due to the implicit
social contract that was created in the mid of 1990s. Nevertheless, since the mid 2010’s
some companies have started to reorient their philanthropic support into the innovative
creation of “true” shared value. The abovementioned social contract is not violating but
rather developing towards more rational business choices. From the prospective of well-
known Carroll’s pyramid of CSR it is suggested that the relative priority of
philanthropy is likely to be changing.

Keywords: responsible innovations, value creation, shared value, implicit social contract
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1. Purpose

The aim of this paper is to examine how companies officially recognized in Russia as
CSR leaders actually introduce modern innovative approaches to value creation. The core idea
of connecting CSR with innovativeness-related value creation for business and society instead
of narrow profit maximization for shareholders has formed a global trend in the development
of theory and practice in the beginning of XXI century. Scholars went through the debates on
creating value for multiple stakeholders [McWilliams & Siegel, 2001; Freeman, Wicks,
Parmar, 2004] and for the stakeholders network [Post, Preston, Sachs, 2002]; creating blended
value [Emerson, 2000] or shared value (CSV) [Porter, Kramer, 2011] via innovative resolving
societal problems, and creating integrative value (CIV) in connection to the global
sustainability issues [Visser, Kymal, 2014]. A number of leading Russian companies,
including the so-called “Russian MNCs” (Atomredmedzoloto, Gazpromneft, Lukoil, Norilsk
Nickel, RUSAL, Sakhalin Energy, Severstal, TMK among others), are actively introducing
the respective innovativeness-related terms and approaches in their vision and mission
statements and trying to develop the necessary KPIs and managerial routines. At the same
time the real process of creating value orientation of these companies is quite specific, clearly
reflecting the national economic and social circumstances.

2. Method

In 2014-2015 the PwC Center for CSR at SPbU GSOM has been leading two continuing
nation-wide research projects in the field of CSR: “Report on Social Investments in Russia —
2014: creating value for business and society” conducted in co-operation with the Russian
Managers Association [Doklad, 2014] and the “Report on Corporate Philanthropy in Russia”
[Blagov, Petrova-Savchenko, 2015] settled on survey data collected from participants of the
national “Corporate Philanthropy Leaders” award competition. These projects covered about
80 leading Russian companies of different industries which tended to be the national
champions in all CSR-related activities. The study went through questionnaires, deep
interviews and corporate documents disclosure and later analysis in accordance with the
abovementioned concept of creating shared value and the integrative social contract theory
(1ISCT) [Donaldson, Dunffee, 1994].

3. Results

The data presented in the reports have led to the following major conclusions in the
field under review.

1. The development of CSR in Russian business is generally in line with the
global trend of making corporate social performance more strategic and oriented on value
creation for business and society. “Innovativeness” is happened to be one of the modest
criteria (26,8%) for corporate social performance directions choice, comparable to “moral
preferences of shareholders” (23.2%).

2. Implementation of strategic approaches to CSR at eading Russian companies is
largely hindered by the deeply-embedded view on corporate social performance as a source
for maintaining reputation through the social value creation (60%) rather than for gaining
long-term competitive advantages (47%) and creating shared value (42%). In such context the
responsible innovations offered by these companies are mainly limited by the unclear “social
innovations” (62%) rather than connected with the process- (35,8%), product- (23,8), or
marketing (15,1%) ones.

3. Leading Russian companies usually create particular strategies for corporate
philanthropy (95%) with a purpose to create social value for multiple stakeholders (88%). In
many cases these strategies actually substitute the officially proclaimed “responsible corporate
strategies”.

4, Some leading companies (34%) have been trying to connect their
societal/environmental efforts with the competitive advantages through transforming their
traditional philanthropic projects into multisided networks, for example, to develop social
entrepreneurship in cooperation with the NGOs and local governments.
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4, Contribution

Social value creation as a main trend seems to be an “article” of implicit social contract
between society and the big businesses that was created in the mid of 1990s after the
controversial voucher privatization and loans-for-share-auctions. Due to this implicit contract
Russian society and the government particularly continue to view corporate social
performance as support and/or even substitution for the social expenditures of the state. On
the one hand, this “first edition” of social contract is based on the “social duties” approach to
social value creation. On the other hand, this very approach provides business with the
“license to operate” and in some sense creates shared value. Leading companies have
increased their negotiating power in terms of tax privileges, etc.

No doubt many of particular philanthropic projects are very effective and supportive for
society in general and especially for local communities. Nevertheless, since the mid of 2010’s
some leading companies have started to reorient their support for local communities
development into the innovative creation of “true” shared value. The abovementioned social
contract is not violating but rather developing towards more rational business choices. Among
them are the nominees of the annual national “Corporate Philanthropy Leaders” award
competition. For example, Norilsk Nickel implemented the New Concept of Regional Social
Policy as the extension to the new corporate development strategy implemented on 2013 with
the purpose to improve operating efficiency and raise the quality of investments and capital
management. The companies’ efforts to support for local communities development are now
centered round the World of New Opportunities, a program launched in 2014 and already
acclaimed as one of the Top 30 social projects in Russia. The program covers three focus
areas: PARTNERSHIP (support for public initiatives, knowledge sharing and local expertise
development), INNOVATIONS (facilitating the advanced technologies implementation and
fostering innovations and R&D potential) and DEVELOPMENT (engaging local community
to address social issues through the implementation of social entrepreneurship). In all these
areas the company is clearly seeking for creating shared value through the long-time oriented
cluster development.

Interestingly, the abovementioned developments in social contract can also be
interpreted as a new revision to the well-known Carrol’s pyramid of CSR with its four levels
indicating the relative importance of economic (be profitable), legal, ethical and philanthropic
responsibilities respectively [Carroll, 1991]. In 2005 this pyramid was already revised through
the African perspective where the philanthropic responsibility hold the 2™ position right after
the economic one due to the embedded social duties of emerging business [Visser, 2005]. In
modern Russia we can see that philanthropic responsibility started to achieve its potential to
be partly transformed into the economic one by creating shared value through the responsible
innovations.
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Developing social entrepreneurship models in Russian legal and
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The paper examines the national peculiarities of social entrepreneurship in Russian
Federation. It is shown that the current developments of social entrepreneurship models
are mainly affected and driven by the State and the corporations. Leading by these
drivers, social entrepreneurship in modern Russia is developing as a particular kind of
business operating in “semiofficial” way, where the “socio-entrepreneurial” mission can
be used by different legal forms of both individual entrepreneurs/commercial
organizations and NGO’s.

Keywords: social entrepreneurship, typology of social entrepreneurship, Russian business

49



1. Purpose

The aim of this paper is to identify the social entrepreneurship models in the legal and
socioeconomic context of Russian Federation. Social entrepreneurship is not a new
phenomenon, but over the last decades it has been intensively developing in almost all regions
as well as in Russian Federation. However, there is lack of the unified definition, boundaries,
and models of social entrepreneurship [Santos, 2012; Defourny, Nyssens, 2016]. Furthermore,
being a “country sensitive” phenomenon, social entrepreneurship should be a subject for the
empirical research based both on the country/region cases and comparative analysis. Some
authors have already conducted comparative studies across several countries and regions
[Kerlin, 2006; Defourny, Nyssens, 2010], but Russian Federation has not been investigated
yet. According to Kerlin social entrepreneurship in East-Central Europe is located between
market, international aid and civil society. Nevertheless such situation is not relevant to
Russian Federation where the role of international aid is stably shrinking and civil society
institutions are just emerging.

2. Method

The research is conducted through the literature review and the analysis of the actual
social entrepreneurial activities. The empirical data was collected through the investigation of
business plans of 140 social entrepreneurs — participants of Executive Education Program
“Project Development for Social Entrepreneurs” implemented at Graduate School of
Management, St.Petersburg University (2012-2015) and through analyzing the data provided
by 150 social entrepreneurs within the Program implementation on distance-learning
platform.

3. Results

The peculiarities of social entrepreneurship models in Russia are to a large extent
stipulated by the fact that its major drivers are the State and large corporations, which
consider social entrepreneurship through the prism of their own tasks fulfillment. The State is
interested in development of social entrepreneurship as an alternative tool for social problems
solving. The Ministry of Economic Development of Russian Federation since 2012 has
managed the annual programs for financial and institutional support of small and medium
enterprises (SMEs) including *“social entrepreneurship” as socially-oriented activities of
SMEs. Consequently, the State defines the very field of social entrepreneurship development
both in broad (domains of social problems/beneficiaries) and in narrow (precise list of social
problems/beneficiaries) senses. Leading Russian corporations such as Severstal, RUSAL,
LUKOIL, SUEK, Metalloinvest among others since the beginning of the 2010s started to
actively support the development of social entrepreneurship within the transformation of their
corporate social responsibility "portfolio”. Corporations consider support for social
entrepreneurship, such as training, consulting, mentoring, projects support, grants, etc., as an
effective responsible innovation, partly replacing traditional corporate giving and private
charity of their largest shareholders. It is significant that the leading non-governmental center
for social entrepreneurship development in Russia is the Fund of Regional Social Programs
“Our Future”, a private charity fund of the family of VVagit Alekperov, President and a leading
shareholder of LUKOIL.

The very concept of social entrepreneurship is “semiofficial”. It doesn’t have a specific
legal status, i.e., it doesn’t exist "de jure". The social entrepreneurship actors are individual
entrepreneurs, commercial organizations, and non-profit organizations that implement specific
projects related to social entrepreneurship. Accordingly, the typology of social
entrepreneurship in Russian Federation can be based on two criteria, arising from the
"semiofficial" nature of its development: a particular organizational form, representing
respective opportunities for this type of activity, and a nature of the mission. The most
important criterion "de facto™ becomes not a social mission, but "socio-entrepreneurial” one
(SE-mission). The mission is to form a kind of a system that enables to create shared value in
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a sustainable way, solving (participating in solution of) a specific social problem. Obviously,
the vision of a social entrepreneur, in this case, should reflect the ideal picture of mitigating or
solving a particular social problem.

4, Contribution

Three models of social entrepreneurship in the Russian Federation can be considered: 1)
individual entrepreneurs carrying on the only SE-mission-centric activities or implementing
certain SE-mission-driven project(s); 2) commercial organizations carrying on the only SE-
mission-centric activities or implementing certain SE-mission-driven project(s): and 3) NGOs
implementing certain SE-mission driven project(s). On the one hand, all these models
demonstrate the main typical features: (a) goal of the entrepreneurial activity is a shared value
creation; (b) revenue from sales of goods and services in social sphere is the main source of
income (profit is usually re-invested); (c) donations, grants and subsidies are not the main
sources of income; (d) targeted support from government and corporations usually is
provided. On the other hand, every model creates particular opportunities and limitations for
growth and a way for doing business.

The analysis of the business plans of 140 social entrepreneurs demonstrates the different

popularity of these models. 10,7% of respondents used the 1% model; 25,7% — the 2" model;
61,5% — the 3" one; and 2,1% of respondents used more than one model simultaneously. In
spite of the legal ambiguity the actual social entrepreneurs (or, at least, pretenders to be) are
considering the very social entrepreneurship as an opportunity to create “shared value” with
the external support rather than a way “to make the world better” or just to create “social
value”. These data closely connected to the “initial position” of the respondents in social
sphere. Thus the 3" model is used only by already existing NGOs; the 1% one — mainly by
the business startupers; and the 2" one — both by existing NGOs (as the separate legal entity)
and by startupers and individual entrepreneurs.
Being based on the “semi-official” approach the proposed types are not the attributes of every
certain social entrepreneur. Rather they can explain the current position of particular
individual entrepreneurs, commercial organizations and NGOs in the field of entrepreneurial
activities in social sphere. The explanation of context and drivers of social entrepreneurship in
Russian Federation will contribute to the practical and theoretical development of social
entrepreneurship as well as could enhance cross-cultural comparative studies.
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Abstract

For all countries it is necessary to maintain conditions for sustainable development of
their companies. Corporate social responsibility (CSR) penetrated into Russian business
practice since the end of the XX-th century. Many Vietnamese companies in their social
activity are driven by the requirements of their Western consumers. In this paper we make
an effort to compare CSR of Russian and Vietnamese companies in the context of
implementation of sustainable manufacturing. The three factors influencing Vietnamese
sustainable development are revealed. A classification of stakeholders proposed in this
article may help enterprises to increase their efficiency. Corporate Social Responsibility is
able to contribute to sustainable development at both micro and macro levels.

Keywords: corporate social responsibility; economy of enterprises; stakeholders; Russian
enterprises; Vietnam
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1. Introduction

1.1. Stakeholders of enterprise and CSR

An enterprise of any size has a unique complex of stakeholders, the correlations with
which are now at a focus of research around the world (Freeman, 2007). Their interests are
contradictory and cannot be satisfied equally and completely. Corporate social responsibility
(CSR) which is implemented in many enterprises provides a strategic approach to management
practices and may help sustainable development of them.

As for sustainable business in Russia and Vietnam, it only comes to reality little by little.
This process tends to meet many obstacles in Russian business environment and needs support
from stakeholders of the enterprise. In the title of this paper we just stress the actuality of
providing the best way of development for Russian and Vietnamese companies. If the
sustainability is not supported, it does not develop on its own, since, in socio-economic systems,
the sustainable development is physically anti-entropy (or neg-entropy).

1.2. Research objective and motivation

The purpose of this paper is to explain the support of CSR to the progress in sustainable
development for Russian and Vietnamese enterprises, propose a classification of stakeholders of
business in both countries and to make a first effort to compare CSR in Russia and Vietnam. We
also have revealed three most significant factors influencing Vietnamese sustainable
development.

2. Sustainable development of Russian and Vietnamese companies

2.1. Subject of development

The subject of sustainable development is traditionally defined as a region or a country
(Garriga & Melé, 2004). But in the 21st century appeared a notion of possibility of sustainable
development on microeconomic level (bnaros, 2011, p.184). An enterprise may be considered as
a subject for sustainable development if it operates in a socially responsible way.

Some authors define strategic sustainability of a corporation as “the balanced substance of
the company’s resources, optimal combination and rational use of which provide an ability to
develop, to support and to keep the basic conditions for achievement of strategic goals and long-
term competitive advantages in combination with the interests of society and the state”
(Epmonenko & Mep3nukuna, 2009). Another definition can also be found: “a business approach
that creates long-term shareholder value by embracing the opportunities and managing the risks
associated with economic, environmental and social developments” (Rake & Grayson, 2009). A
corporate strategy of the first definition and a business approach of the second exist on different
levels of commitment to sustainability. Eventually, Russian and Vietnamese companies which
choose the difficult way of sustainability may define it for itself and we can find many such
private definitions on the web-sites of companies around the world (Rosneft Sustainable
Development Policy).

2.2. Stakeholders are interested in sustainability

Stakeholders of the enterprise are organizations, institutes and groups which have clearly
defined interests towards the company, are effected by it and able to influence its operation
(bobposa, 2007 a). All stakeholders of a company, depending on the influence onto the
company’s strategic goals may be divided into at least three groups: leading stakeholders,
notified ones and external ones (booposa, 2007 b). Leading stakeholders, who take part in
stating goals of the company, usually include managers, shareholders, employees and consumers.
Such stakeholders as consumers and employees demonstrate interest in sustainability of
manufacturing (and other processes) desiring to be sure that these processes do not harm the
environment, provide qualitative output and are aiming for the economic growth.

3. The preconditions and prospects of Vietnamese CSR development

In Asia there are basically two leaders in CSR field — Japan and Russia. A comparative
analysis of CSR of Russian and Japanese firms reveals different directions of the two nations’
development in this sphere as well as some interesting similarities (Mizobata, Bobrova, and
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Fukukawa, 2014). Vietnamese enterprises may scoop from the experience of both countries and
pass into a new comer in Asian CSR providing the sustainable development.

Vietnamese companies can learn some lessons from Russian labor organization since
during the last half-century or so Russian (and Soviet) managerial practices found perfect soil on
Vietnamese enterprises. Vietnam has started its overall industrialization much later than Russia
and Japan and nowadays we can witness an influence of three major factors forming a unique
style of Vietnamese management. In the full text of the paper all the factors will be presented in
a table

Long-term exchange of experience between Vietnam and Russia and also sort of similarity
of mentalities and historical background of the 20th century combined with the expertise of
Western countries and Japan, which Vietnam started applying to recently, allow us to draw a
conclusion that the Russian administrative socially oriented practices enriched by experience of
multinational companies best of all match up with needs of Vietnamese enterprises and may
become a basis for development of their own unique CSR approach.

4. Summary

This paper gives an overview of Russian and Vietnamese approach to CSR promoting
sustainable manufacturing in the countries. It also considers CSR in relation to sustainable
manufacturing on a few examples putting a special attention to several new features. The
proposed classification of stakeholders may help to systemize their interests in context of
implementation of enterprises’ sustainable development strategies. The main factors of
sustainable development of Vietnamese enterprises include path dependency, Russian support, as
well as Western and Japanese management expertise.
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Abstract

Entrepreneurial intentions lie at the basis of entrepreneurial process. However, not
every declared intention is eventually transformed into actual behavior. Using the data
from the Global University Entrepreneurial Spirit Students’ Survey (GUESSS)
conducted in 2011 and 2013/2014, we scrutinize the entrepreneurial intention-action link
among university students, revealing the inherent context specificity of the intention-
behavior translation. Namely, we find country-level formal institutions to influence the
association between entrepreneurial intentions and subsequent start-up activities.

Keywords: entrepreneurial intentions; entrepreneurial intention-behavior link; formal
institutions; student entrepreneurship; GUESSS.
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1. Purpose

Formation of entrepreneurial intentions represents one of the key stages of
entrepreneurial process. While intentional models of human action suggest a direct link
between intentions and subsequent behavior, in practice, however, not every declared
intention is eventually transformed into an operating venture, creating in this way an
intention-action gap. A growing body of research is aiming to address the issue of intention-
behavior translation in entrepreneurship (e.g., Kautonen, Van Gelderen, and Fink, 2015; Van
Gelderen, Kautonen, and Fink, 2015). However, the specific contingencies of this relationship
still remain to be identified (Lifian and Fayolle, 2015).

Entrepreneurship is traditionally viewed as a vocational choice that allows
independence and personal freedom, becoming more and more attractive for young people.
Empirical evidence suggests that, even though young people are becoming more educated,
levels of youth unemployment are increasing worldwide (Schgtt, Kew, and Cheraghi, 2015).
As a result, fostering entrepreneurial activity among youth is regarded as a paramount
development strategy, as it allows involving young people - an extremely prominent
population group in terms of their economic potential — into the labor market (Kvedaraite,
2014). Entrepreneurial activity is embedded in an institutional context. Formal institutions,
comprising laws, rules, and regulations, are the regulatory pillars that marshal individual and
firm behavior (North, 1990). Their function is to reduce uncertainty, thereby facilitating
business interactions and development. Ceteris paribus, individuals are more likely to
translate their entrepreneurial intentions into start-up activities in a country with strong
institutions and low uncertainty, as this reduces the overall risk of doing business.

Thus, drawing on the theory of planned behavior and institutional approach, with a
piece of cross-country data derived from the Global University Entrepreneurial Spirit
Students’ Survey 2011 and 2013/2014, we address the following research question: do
country-level institutional peculiarities affect the entrepreneurial intention-action translation
and what are the directions of their impact? More specifically, this study scrutinizes the role
of country-related financial market institutions and property rights protection system in the
process of entrepreneurial intentions-behavior transformation.

2. Method

To address the issue of intention-action translation, we employ two waves of the Global
University Entrepreneurial Spirit Students’ Survey (GUESSS), from 2011 and 2013/2014.
We detected 1434 answers to the GUESSS questionnaire in both indicated waves of GUESSS
survey belonging to respondents from 9 different in terms of institutional development
countries - Germany, Switzerland, Austria, Netherlands, Estonia, Russia, Hungary, Brazil,
Singapore.

The entrepreneurial behavior was measured in 2013/2014 with a summative index of
individual actions reflecting the number of undertaken startup activities. Students’
entrepreneurial intentions were captured in 2011 and coded with 1 if a student declared
choosing a business founder career path and 0 otherwise. The moderator variables included
financial market institutions (access to loans and availability of venture capital) adopted from
Doing Business Report 2013-2014 and the international property rights protection index
2013.

3. Results

Since our dependent variables is a count variable, we used the negative binomial
estimation for predicting the scope of startup activities. The results suggest that, even though
there is a direct positive relationship between entrepreneurial intentions and both probability
and scope of start-up activities, there is a significant impact of institutional dimensions on
entrepreneurial intentions-behavior transformation. Namely, the strength of property rights
protection has a positive impact on entrepreneurial intentions-actions relationship. Contrary
to our expectations, financial market institutions have a negative impact on start-up activities
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scope providing evidence that even if starting a business is costly, young aspiring
entrepreneurs may still start some small-scale steps.

4, Contribution

This paper aims to make several district contributions. First, we extend the existing
knowledge within the entrepreneurial cognition domain by specifying the external factors that
might affect the actual shift from entrepreneurial intentions to start-up activities. Second,
having assessed the impact of country-specific institutional conditions on the process of
entrepreneurial intentions-behavior transformation, we contribute to the stream of
comparative international entrepreneurship literature. Finally, having addressed the focal
relationships in a very specific context of student entrepreneurship (on average our
respondents are around 25 vyears old), we introduce new insights to the youth
entrepreneurship literature stream.
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Abstract

This qualitative research aims to explore reasons behind banks’ revealed preference
of High Performance Work System (HPWS). Theoretical base form Institutional and Self-
Determination theories. The data was analysed using theoretical thematic analysis on a
latent level method, voluntary disclosure index, correlation analyses, DEA. The paper
provides insights on possible reasons preventing companies from applying more suitable
HPWS, showcases good case practices of how companies overcome institutional
sophistication, and the role of employers’ engagement in overcoming institutional voids.
High Productivity Work System is more beneficial for voluntary disclosure, although
banks' technical efficiency is associated with more advanced HPWS types.

Keywords: high performance work system, institutional voids and sophistication, self-
determination theory, banks, Russia
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1. Aim

This qualitative research aims to explore reasons behind banks’ revealed preference of
High Performance Work System (HPWS), and why they reveal this information.

2. Novelty

The strategic human capital management (HCM) is perceived through a new lens — latent
referent standards of HPWS, introduced by the authors. “Strategic approach” implies creating
value through people, specific employees' role in achieving strategic corporate advantage
(Ingham, 2007). The “system” part in the concept's label implies synergy in HC-related
philosophy, principles, processes, policies, methods, competences (Posthuma, Campion,
Masimova, and Campion, 2013; Monks et al., 2013; Lepak, Marrone, and Takeuchi, 2004),
while traditional HPWS approach allows to focus only on practices — the visible part of the
strategic approach, which might be misleading and has short-term orientation. Inspired by Causal
Layered Analysis (CLA) by Sohail Inayatullah (1998), and using “path dependance” method the
authors recover three core latent referent standards for existing HPWS approaches offering list of
patterns for each standard. It allows to differentiate real intentions hidden by revealed practices.

3. Methodology

Research is driven by social constructionism assumptions. Theoretical base form
Institutional theory, Human Capital (HC) and HPWS concepts, theory of Psychological
Contracts and Self-Determination theories. We applied deductive approach, so the first part
represents literature review and exploration of the institutional framework of Russian banks. It
provides needed instrument for data coding and explanation of findings. The second part aims to
pre-test applicability of the system developed in anglo-saxon countries — the authors preselect 3
banks to illustrate the method — theoretical thematic analysis on a latent level, and to test
generalizability of the framework. Then random sampling comprised of 20 Russian banks
revealed existing preference, followed by a purposeful sampling, which allowed to focus on
additional 20 prominent banks operating in Russia: their voluntary non-financial disclosure of
HC-related facts. Support methods for data analyses are HC Disclosure index, correlation
analyses. DEA method helped to form purposeful sampling.

4, Findings

More detailed voluntary disclosure of HC-related facts exhibit banks with higher level of
technical efficiency, state-owned banks and Russian banks, which have operations abroad. High
Productivity-based Work System is more beneficial for voluntary disclosure, although banks'
technical efficiency is associated with more advanced HPWS: High-Commitment-based and
High Involvement-based strategic approaches. The paper contributes to understanding of the
decision making process in applying High Performance Work Systems from the institutional
perspective. It provides insights on possible reasons preventing companies from applying more
suitable HCM practices, and showcases good case practices of how companies overcome
institutional sophistication, and the role of employers' engagement in institutional voids.

5. Positioning paper into a wider setting of the dissertation

The aim of the dissertation is to explore methods for measuring success of Strategic
Human Capital Management, accounting for Russian context. The core concept of the theoretical
frame is HPWS, perceived from its latent level, as latent referent standard. The dissertation
consists of three main parts. The theoretical part is devoted to the discovery of HPWS-related
patterns to enable theoretic thematic analysis on a latent level, performed in the second part of
the thesis. Current paper represents findings which provide basement for the second part of the
dissertation. The third part is quantitative, aiming to explore the most advanced, but the least
acknowledged latent referent standard — the High Involvement Work System.

The main practical outcome of the dissertation - providing two instruments: 1) how to
select best-fit SHCM, perceived as a balanced combination of three latent referent standards; 2)
how to measure efficiency of the selected SHCM.

The main theoretical outcome is the systemised list of patterns, which enable dealing with
existing results inconsistency in this research stream.
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Abstract

The decision making process and execution of foreign divestment has been an
increasing phenomenon which has been noted by researchers over the years as a very
terrifying decision, however, a holistic framework has yet to be developed to address this
issue. The theory of Bounded rationality and real option theory have been independently
analyzed and used to explain the decision to divest. We examine the usage of both
theories in unison to determine divestment decision and propose a theoretical
framework. In this paper the author seeks to give insight based on organization theories
which can be used a basis to build a model of FD.

Keywords: Foreign Divestment (FD), bounded rationality, real options, decision-making
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1. Background

Research on foreign divestment (FD) decision making in organizations started decades
and has been studies and analyzed from different perspectives. Spanhel & Boddewyn, (1982)
have noted that FD decision is much harder to make compared to domestic decisions and the
decisions vary with regards to who is involved (Ghertman, 1988; Gilmour, 1973; Nees, 1978).
There still, however, to this date there no comprehensive model of the divestment decision
making process.

The selection of the organization theories to build the framework for FD decision was
done on the basis that the theory should have been useful in understanding and predicting
firms’ decision making and have clear implications for practice and application. The purpose
of this paper is to put forward a foreign divestment decision-making framework, incorporating
different organization theories. We first outline the two main theory in decision making,
followed by the theoretical framework then the results and conclusion.

2. Theory development of divestment decision- making

2.1 Bounded rationality

The theory of Bounded rationality is concerned with the analysis and understanding of
information that is vital in making a decision. It posits that the decision of rational agent
cannot encompass all the potential information which is of outmost importance when making
decisions (Bruck, 1959; Hyde, 1999; Marcum, 1997) . This theory recognizes that decision-
makers are not just rational, individualistic, optimizing results. “Strategic decision-making
often involves a great deal of uncertainty and ambiguity. Because managers are subject to
‘bounded rationality’ their cognitive processes may result in systematic decision biases”
(Schwenk, 1985).

Depending on the nature and the mode of divestment, strategic decisions must be made
with the use of the all available information. Firms divest for various reasons see (Boddewyn,
1979; McDermott, 1989; Strach & Everett, 2007) and this decision is taken on the basis of
available data.

2.2 Real options theory

A theory borrowed from finance and which has been widely used to explain divestment
decision is the Real Options Theory. According to (Myers, 1977) this is used as a risk
management tool centered around uncertainty and includes the alternative of executing or not
executing an options. Real options allow a firms to keep or divest a unit based on different
factors (Belderbos

& Zou, 2009; Keswani & Shackleton, 2006). It is the most widely used theory in
attempts to understand divestment decision (Driouchi & Bennett, 2011), and it has been
concluded that when utilized properly real options in decision making offers far superior
results for MNC.

By uniting the above mentioned theories we construct a framework for FD decision.

2.3. Theoretical Framework

Theory of Bounded
Rationality

(Experience-divesting)

Real options Theory
(Uncertainty)

3. Methodology and Results

We employ a multiple case study approach and the number of cases was defined based
on the saturation theory. As there is no existing database on FD from Russia, in order to
identify potential cases, we first went through all foreign investments in Russia in recent years
by reference to newspapers and government websites such as Rosstat, the Russian tax agency,
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databases such as Thomson Reuters, SPARK, SKRIN and Marketline. Five companies were
selected and secondary data sources such as public documents, media reports, financial
reports, corporate newsletters, company archives and company websites were the basis from
which we gathered data about the companies’ divestment decision. The five companies
selected have been active in Russia for the past 2 years, are of foreign origin, and have
divested at least once in Russia.

By synthesizing the data, we developed a comprehensive understanding of each case
through reading and coding after which within-case analysis was followed by cross-case
analysis.

The table below summarizes the findings:

. . . Reals  optionTheory of Bounded

Companies (year operations started inDivestment theory Rationality

Russia) Type Uncertainty Experience-divesting
Plant

General Motors Co (GM) -1992 Closure X X
Suspension-

Carlsberg -1992 Closure X X

Maratex (River Island, American cl

Esprit, Italian OVS)- 2003 osure X

MOLGROUP-2002 Closure X

Stockmann-1989 Sales X X

Table 1.

As shown in table 1, in three out of the five cases, the divestment decision cannot be
explained by a single theory and thus this evidence is in line with the proposed theoretical
framework. The two organizational theories above are centered on “decision making” with
regards to divestment (bounded rationality, real options theory). Certain aspects of these
theories have implications for the leadership and decision making of FD by firms. Based on
initial

findings it is concluded that a firm decision to divest is both affected by uncertainty, as
well as their experience in divesting.

The second phase of the research will include semi structured interviews with key
decision makers in the selected companies, after which the data will be triangulated to refine
the proposed framework.
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How Does Divestment Affect Brand Image: A Communication
Perspective
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Abstract

While divestment activities have been a popular business strategy, little is known
about the impact of these activities on the brand image. In this paper, we take a
communication perspective and argue that divestment activities’ impact on company’s
brand image is moderated by the announcement frame companies use. Based on this
argument, we also develop several testable propositions about the impact of different
divestment decisions on the company’s brand image for different announcement frames.

Keywords: Divestment, Brand Image, Announcement Frame
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Divestment activities, “getting rid of” of a portion of a business, have increased
significantly in recent years but the research in this important area is still in its infancy
(McDermott, 2010). Moreover, while the decision to divest is perceived as potentially harmful
for a company’s brand image (Burt et. al., 2004), there has been no systematic investigation
into the conditions when divestment decisions may or may not hurt a company’s brand image.
In this research, using signaling theory as the theoretical underpinning, our objective is to
shed light into this managerially relevant research question from a communication
perspective.

Divestment also referred to as; withdrawal, disposal, disposition, and market exit is a
firm's decision to dispose of a part of its business and may include, selling, closing, or
spinning off a strategic business unit, major operating division, or an entire product line. A
firm’s motive to divest may be unsatisfactory financial performance, better investment
opportunities, or problems associated with managing a subsidiary (Steenhuis & Bruijn 2009;
Torneden 1978; Boddewyn 1979). Considering that it includes a company “losing” part(s) of
a business, divestment is considered as a sensitive topic (Grunberg, 1981; Loke, 2006) and is
generally associated with failure (Palmer, 2004). Therefore, a company’s brand image,
defined as the overall perception of a company (Keller, 1993), might be damaged which in
turn might lead to the loss of market share, trust to the company, and overall company value
(Keller, Apéria, and Georgson, 2008). Surprisingly, many times, a company’s brand strategy
doesn’t include how to handle divestment decisions (McDermott, 2010).

Overall, divestment strategies could be classified into 3 major categories; a) closure (or
liquidation) which refers to when a business decides to stop offering a service/ shut down its
facilities, b) disinvestment (or starvation), which is the decrease in a company’s operation by
limiting investing funds or withdrawing profits and investing elsewhere, and c) asset sell-offs
(or divestiture), which means that the subsidiary is sold to a third party, so no new firm is
created, and the parent firm receives cash in the transaction (Ketkar and University 2006;
Grunberg 1981; Steenhuis and Bruijn 2009).

For whatever reason, when a company makes any of these divestment decisions, it is
then faced with the paramount task of announcing this decision to its stakeholders
(McDermott, 2010; Cairns et. al., 2010). On account of this, firms have to be careful as to
how they announce (or frame) their divestment decision (Dean, 2004) as this announcement
will signal specific information to the stakeholders (Spence, 2002). For example, a company
could announce both closure and asset sell-offs as either better investment opportunities, or
problems associated with managing a subsidiary. We argue that even though problems with
managing a subsidiary at first sounds like a failure, this type of communication strategy will
be better for company’s brand image than “better investment” explanation for asset sell-offs
but not for closure. More specifically, for asset sell-offs, this admittance will increase
company’s perceived credibility for consumers and this in return, will overweigh the effect of
this “failure” announcement. At the end, it will be more beneficial for the brand’s image than
“better investment” explanation. On the other hand, owing to the loss aversion, the perceived
credibility will not be sufficient to overweigh the failur in closure decisions as company has
simply lost an asset (i.e. “we sold it and made money” vs. “we closed it down”).

Conventional wisdom in the business world is that companies need to ‘““sugarcoat”
divestment decisions. However, we argue that the announcement decisions must also take
brand image into account and these decisions are even more complex than they appear. More
specifically, they depend on the type of the divestment strategy and thus they need to be
crafted for specific situations considering their possible impact on companies’ brand image. In
this research we develop several testable propositions using the framework shown in Figure 1
below. These propositions shed light into an important yet under researched area and open the
floor for a discussion both for marketing and finance academics.
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Does Debt Add to Firm Performance in Emerging Capital Markets?
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Abstract

The proportion of firms that do not use debt financing is growing worldwide
within the last decades. This phenomenon still lacks the sound theoretical background.
Our paper contributes to the literature on capital structure by providing the evidence on
the zero-leverage firm performance on emerging capital markets to check whether zero
leverage could be considered as a strategic decision rather than the financing constraint
result. On the sample of BRIC companies for 2007-2014 years we find out that unlevered
and low-levered companies outperform the levered firms during economic growth
periods, while their financial results during crisis years are not so strong. We also reveal
that the major reasons for firms to become zero-leverage in emerging markets are
managerial entrenchment and financial constraints.

Keywords: capital structure, zero leverage, firm performance, emerging capital markets
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1. Goal of the Research

The considerable and gradually increasing share of the unlevered and low-levered firms
in the developed and emerging capital markets is obstruction for traditional capital structure
theories which could not be explained by them. Only several investigations are conducted in
order to explain this puzzle in the developed and emerging markets (Bessler et al., 2013;
Dang, 2013; Nivorozhkin, 2015; Strebulaev et al., 2013). Moreover, existing studies analysed
the zero-leverage capital structure as a forced choice of the firm, whereas the current paper
addresses the problem from the other side and consider this financial policy decision as
strategic one.

Following the existent investigations of the correlation between the capital structure and
the financial leverage, several hypotheses about different relative performance of unlevered
and low-levered companies during crisis and economic growth as well as with respect to
dividend-paying status are stated.

Hypothesis 1: The decision of unconstrained companies to become unlevered leads to
higher performance during crisis due to financial flexibility benefits and the absence of the
negative effects of debt.

Hypothesis 2: The dividend-paying free-debt firms tend to underperform relatively to
their levered comparables during economic expansion periods as they do not utilize fully
growth opportunities by debt eschewing.

Hypothesis 3: The dividend non-paying firms, which are full-equity financed and
financially constrained, underperform comparing to levered companies during crisis.

Hypothesis 4: Zero-leverage capital structure is forced choice for dividend non-paying
companies as they are financially constrained. Therefore, the correlation between the capital
structure and performance is low for non-dividend companies during economic growth
periods.

Hypothesis 5: Along with the current year free-debt status of the firm, the previous year
zero-leverage capital structure has influence on the performance of the company

Hypothesis 6: Country specific characteristics influences the share of unlevered and
low-levered listed companies and have impact on the correlation between capital structure and
the performance.

These propositions are tested based on the sample of listed companies from BRIC
countries during the time period 2007-2014 years. The average share of free-debt firms in
these countries is about 10%, but for China the gradual increase of this share till nearly 20% is
observed. What is more, the low-levered companies (without long-term debt) account for
approximately 45% in the total number of listed Chinese firms.

For empirical panel data analysis performance is measured by 7 proxies (EBITDA to
total assets, annual stock return, Tobin’s Q, ROA, ROE, ROI, and dividend ratio) and is
viewed as dependent variable from the capital structure choice of the company, in most cases
fixed effects model appears to be the best approximation.

Regarding the major results of research, the outperformance of unlevered and low-
levered companies during economic growth periods is detected (especially for Indian and
Chinese samples) according to various profitability ratios, which are reflected in the financial
statements (EBITDA to total assets, ROA, ROE, ROI). At the same time the relative
performance of these companies during crisis according to these is still arguable question, as
controversy in results is detected. In contrast annual stock return and market-to-book ratio as
measures of market evaluation of the firm demonstrates the opposite result and detect the
underperformance of the free-debt firms and low-leverage companies during both economic
states.
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Abstract

The goal of the paper is to develop an approach to assessing the fundamental
(intrinsic) value of Russian traded and non-traded companies and in doing so to
contribute to the private equity market formation. To obtain a measure for fundamental
value a modified Ohlson model is proposed and then tested using regression analysis on
a sample of Russian traded companies for the period 2002-2013. The results of our study
enable to derive a formula for a particular accounting year that can be used in order to
assess the value of companies of different industries.

Keywords: market capitalization, Ohlson model, fundamental valuation, intrinsic value

71



1. Theoretical underpinnings of research

The main research question of our study is to develop a universal approach to valuing
companies which is applicable to the majority of industries of Russia. Different measures
theoretically can be used as a proxy of value. One of the most popular and seemingly feasible
approaches is to take a company’s easily observable market capitalization for this purpose.
However, this indicator has a certain disadvantage. One can argue that in reality stock prices are
influenced not only by changes in companies’ true economic performance, but also by a large
number of factors that are completely or partially beyond companies’ control, such as speculation,
political events etc. (Bukhvalov, Akulaeva, 2014). As R. Grant points out, the market
capitalization is becoming more and more speculative and short-term indicator of a company’s
value (Grant, 2010).

Another indicator frequently used to valuing companies is called a company’s fundamental
(intrinsic) value which is based on discounted expected earnings generated by this company
(Ohlson, 1995; Feltham, Ohlson, 1995).

Over the last 25 years a lot of research papers were devoted to the empirical investigation of
the relationship between fundamental value of a company’s equity (or different accounting
indicators of a company) and its market value. In doing so, the researchers tried to identify the
accounting-based valuation model with the most explanatory power (e.g. Ashbaugh, Olsson,
2002). As a result, these studies outlined the issue of value relevance of accounting information.

From our point of view, Russian market represents itself a unique and fruitful setting for
fundamental valuation. There are thousands of private companies that need their value assessment
for several reasons: to forecast the IPO stock price, to plan divestments, to monitor their periodic
economic results etc. The problem is that many of the approaches that are used for valuing non-
traded companies on developed markets are not applicable to our market. For example, the
method of comparable companies multiples analysis (Damodaran, 2012) can not be used for the
lack (or even absence) of comparable traded companies in particular industries. This leaves
fundamental valuation as one of the most appropriate methods in this situation.

The goal of our research is to propose an approach on the basis of the modified Ohlson
model that can be used to estimate the fundamental value of both traded and non-traded Russian
companies and thus contribute to formation of private equity market.

2. Research methodology

The Ohlson model was tested on the sample of Russian traded companies. For the purposes
of our research we collected data on the public companies for 2002-2013. They were actively
traded in the RTS (Russian Trading System) before 2011 and in MICEX (Moscow Interbank
Currency Exchange) Standard after 2011. The quantity of selected companies vary over the
considered time period (see Table 1), since we focus on the companies with the most liquid
market.

Table 1. Quantity of observations
Year
2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013

Number of
companies 21 23 25 33 45 54 57 58 58 64 58 58
Number of
firm-years 21 44 69 102 | 147 | 201 | 258 | 316 | 374 | 438 | 496 | 554

It needs to be mentioned that we propose a modification of the Ohlson model that requires
the elimination of the constant term (regression with zero intercept). As the discount rate for each
year we use average return on the RTS index from 2001 till the year of residual income
calculation.

The following regression model was considered in our research:
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where Capit+1 — an average market capitalization of the company in the time period t+1, Eit-
1— book value of common equity at the beginning of the period t, REit— residual income of the
company in the period t, So, f1u f2— regression coefficients, eit— error term.

3. Main research results and their novelty

The results of our research show that in all the years considered the modified Ohlson model
is statistically significant, which leads to the preliminary conclusion about its applicability to the
Russian market. Secondly, in the majority of years considered the book value of equity wit