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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
Tatiana Garanina, St.Petersburg State University Graduate School of Management,
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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Model and Empirical Evidence from Communication Channels

Zhanna S. Belyaeva, Ural Federal University, Russia

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.
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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.
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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
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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 within the
model exerts more influence on market capitalization than the discounted residual income.
Thirdly, the deviation between fundamental and market value numbers are generally comparable
to those achieved on the developed markets (especially on the subsample of the largest
companies).

The results of our study contribute to a large stream of literature on fundamental valuation
because they enable to derive a formula for a particular accounting year that can be used in order
to assess value of both public and private companies of Russia. The advantages of the formula are
the following: 1) the results of the estimation are easily interpretable and applicable for large
number of industries; 2) the formula is based on simply accessed accounting data and thus does
not require any specific sources of information. Overall, this indicator can be used in order to
measure and monitor periodic results of a company’s operations and serve the main criterion for
decision-making. It also paves the way for private equity market creation.
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Abstract

Our study extends a debate in corporate finance by examining firm and industry
effects on the performance. Implementing the hierarchical linear modelling approach,
we examine to what extent firm and industry levels explain accounting and market
performance among 1,096 Russian firms from 2004-2014 years. We found that despite
the significance, the industry level factors matter less than the firm characteristics. We
particularly focus on understanding the role of intangibles as drivers of competitiveness
at the firm level. Broadly speaking, our findings shed new light on the role of the
intangibles taking into account industry specifics for companies from emerging markets.

Keywords: market power, localization and specialization effects, industry structure,
intangible resources, performance, Russia, HLM
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Identifying the sources of heterogeneity in firm performance, caused by the relative
importance of country, industry, and firm level effects, is one of the cornerstones of strategy
research. Based on the confrontation of the two fundamental streams the huge part of the
studies focuses on comparing these effects on performance variance. First perspective - the
resource based view (RBV) and its extensions (Barney, 1991; Sanchez, 1997; Teece, 2010) -
highlights firm characteristics as the key determinant of firm performance, whereas the second
one - industrial organization (10) (Porter, 1981) - emphasizes the predominant impact of the
business environment. As was written by Bowman and Helfat (2001), “this continuing debate
reflects a debate between the importance of looking through the window (the industry or
market) vs. looking in the mirror (the company itself)”. On the contrary, the present research
concentrates on the interaction perspective according to which these streams consider as
complements rather than contrasts.

The objective of the paper is filling the gap of little evidence on the relevance of
industry effects as potential enhancers for firm effects. We answer the question about whether
and what extent the interaction between industry and firm effects influence performance for
companies operating in diverse and fast moving environment in frame of knowledge economy
development. We assume that environmental factors could intensify the strength of internal
drivers of competitiveness. From a conceptual standpoint, the work try to overcome the
traditional polarization between 10 and RBV through the interaction between levels of
analysis (Eriksen & Knudsen, 2003). The issue is rather important for emerging markets: the
developing business environment makes companies very heterogeneous in this sense and
could stimulate or destroy competitive advantages based on internal factors.

Discovering the degree to which industry levels matter for firm factors is essential both
from academic and practical point of view (Short, Ketchen, Palmer, and Hult, 2007). It helps
in determining the competitive advantage and in designing firm strategies. A number of
theoretical studies suggest that industry-level factors have a strong direct impact on
performance. From an economics perspective, industry structure, the level of localization and
specialization, technological complexity, the power of competition also could indirectly shape
the firm performance by changing the ability of the company to use their resources for the
sustainable value creation (Melville, Gurbaxani, and Kraemer, 2007). Despite seeming
widespread due to importance, the investigations are largely under-explored. Melville et al.
(2007) specifically mentioned that the use of industry controls was not enough to understand
the role of industry characteristics in business value creation. In order to control for industry
heterogeneity, it is needed using industry attributes. Chari, Christiano, and Kehoe (2008)
controlled for industry capital intensity, uncertainty, concentration, and growth in their study
of the impact of firm diversification on the returns from IT investments. Similarly, Melville,
Gurbaxani, and Kraemer, (2007) inserted industry dynamism and competitiveness into their
firm-level production functions. We can conclude that among studies in this field we have
found papers taking into account only tangible drivers (working capital, financial leverage,
capital structure, operating cycle, investment in fixed assets and etc.) as internal drivers of
performance. Most of the cases use profitability (Arend, 2009; Bamiatzi & Hall, 2009;
Eriksen & Knudsen, 2003) as dependent variable, therefore the extension to other measures of
firm performance is also straightforward.

According to the research question, we estimate the following model:

Corp_perfyy =x +B,FE;; + Bo1E;s + B3FE; * [Ey + Contriygy, + ;¢ (¢D)]

where Corp_perf — variables of corporate performance measured by indicators of
operational (ROA, ROE, ROS, Productivity) as well as market efficiency (Tobin’s Q).

FE and IE — vector of firm and industry effects variables

FE*IE - vector of interactions between firm and industry effects

Contr_var — vector of control variables

¢ - standard error
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Following to RBV, firm effects capture the influence of firm-specific factors such as
heterogeneity in resources and competences and the differences in corporate and competitive
strategies (Barney, 1991). Scholars in the RBV hypothesize that firms keeping valuable, rare,
inimitable, and non-substitutable resources or those who can create sustainable competitive
advantage by implementing value-creating strategies that are difficult to imitate (Barney,
2002; Wu, 2010). Based on this, in contrast with previous studies, we focus on human,
structural and relational capital reflecting intangible resources as key factors for
competitiveness development. The industry effect captures the structural characteristics of
industries. These effects have strong theoretical foundations in the 10 tradition (Arend, 2009).
The following industry-level covariates are used in our model: industry concentration,
industry capital intensity, industry growth rate, localization and specialization. Concentration
indicates the level of competition in the industry, and firms in more concentrated industries
are generally able to obtain higher profit margins (Aghion & Jaravel, 2015). The capital
intensity represents entry barriers to industry newcomers, and can reduce investment in
intangibles (Arend, 2009). According to classics of 10 (Bain, 1956), industry our study, time
level is nested within firm level, which in turn is nested within industry level. As is
recommended for analysing such type of the data, we use hierarchical linear modelling
(HLM) (Bryk & Raudenbusch, 2002). The sample for the study contains annual data about
1096 Russian companies from 2004 to 2014, or 12056 observations. The non-balanced panel
dataset includes active (on the start of 2004 year) public listed companies, obtained from
Ruslana Database provided by Bureau Van Dijk. It presents all economic sectors and
corresponds with the industry distribution in Russia. Apart from financial data and intangible
proxies, which were collected from public sources according to the rules presented in the
paper Molodchik, Shakina, and Bykova (2012).

The most significant finding is that the interaction between industry and firm intangibles
is especially important: firms with particularly strong industry advantages tend to outperform
other companies. The implication is that industry affiliation and company identity interact in
important ways that are of central interest to executives, regulators, and policymakers.
Consistent with all previous studies, the results showed the effects” magnitude: the firm-
effects are more significant than the industry ones. That bears out the importance of each firm
having its own specific resources. At the same time, the firm effects are smaller than in
previous studies, meaning the overestimation if interactions with industry would not take into
account. That is why top managers should carefully choose and monitor the domain they are
in. The existence of interaction effects may trigger managers to align their corporate strategy
with the industry context. Another major result is methodological improvement by applying
multilevel modeling to estimate interaction effect of firm-industry relationships.
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Abstract

The research is a conceptual one which proposes an analytical modelling of key
brand equity issues in emerging country companies (ECCs). The model leads to four
branding strategy options which may be implemented by ECCs depending on the
local-rooting or global focus choice for differentiation building, and on the company’s
perception of the customer’s search for trust and their degree of risk aversion. With a
reasonable degree of plausibility, the four strategic brand policies can be classified
according to specific motives and benefits as well as the predominant styles of
expansion displayed by emerging country companies when going international.

Keywords: Brand, Brand Strategy, Emerging Countries, Brand of Origin, Emerging
Country Companies
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1. Introduction

A key challenge facing emerging country companies — ECCs — is to manage
brands as effectively as their competitors since brands can be viewed as key value-creating
resources and useful sources of sustained competitive advantage as they are company-
specific, protected by law and inimitable (Teece, 2000). ECCs need to focus on defining the
most appropriate brand policy to achieve their goals and meet the challenges of brand
competitiveness (Whitelock & Fastoso, 2007; Schultz, 2008; Hult, 2012).

When going international, the situation for brands from emerging country companies is
particularly complex because they must confront numerous prejudices and preconceived
notions that reduce their brand equity. This is because ECCs have to manage and respond to
two specific brand equity issues:

- The global vs. the local dimension and choice of positioning, and

- The trust and safety offered to the customer

Particularly worrying for ECCs is that the identification-of-origin effect tends to be
especially adverse for brands from emerging countries (Guo, 2013) at a time when
emphasizing the origin or not is a long-term decision which engages the brand with a unique
patrimony and strong commitment to consistency with the other elements communicated
(Winit et al., 2014). On the other hand, a brand not only allows for differentiation between
competing products (Brucks, 1986), but also transfers value to the client based on the
relationship of trust it provides (Ambler, 1997). The difficulty for ECCs lies in the fact that the
‘emerging’ origin, or a brand that carries with it the notion of an emerging country, may often
be perceived as a risk amplifier rather than a risk reducer (Zhou et al., 2010). Western
consumers often associate emerging country products with poor quality or disappointing
products, or ones that fail to comply with international safety standards. These negative
associations (Aaker, 1992) with emerging country brands lead to lower expectations of
quality, an absence of trust and/or low loyalty levels.

The challenge that ECCs must meet to manage their brands’ equity effectively is
thus twofold: whether or not to put forward their local dimension and how to develop
customer confidence ‘despite’ their emerging origin.

2. Research: Analytical modelling of key brand equity issues in emerging
country companies

A key question concerning brand choice for businesses in emerging countries
concerns the decision to transmit — or not — elements that enable the brand’s origin to be
identified when addressing overseas markets. ECCs must thus address two key brand equity
issues, one regarding trust vs. risk, and the second with respect to local rooting vs. globalness.

In order to identify the options offered to these companies, we formulated a theoretical
construct that provides a representation of the possible brand strategy choices, defined by the
ECCs’ positioning with respect to each of the two brand equity issues it has to manage.

Our framework supports the suggestion that the two emerging country company brand
equity issues - trust vs. risk and local rooting vs. globalness - are not inevitable. The
analysis suggests not only that emergence is not a curse, but that it can help a company to
build up a different identity (Varadarajan, 2010) by capitalizing on its localness.

4.1 Positively identifying the country image may be a better strategy than hiding it,
even in the case of an emerging country origin. This model tallies with research that shows
that an increasing number of companies from emerging economies use foreign image
association strategies as major components in their branding and marketing strategies
(Eckhardt 2005). Several studies have questioned the asserted dominance of global brands in
the consumers’ view (Johansson & Ronkainen, 2005) or the hypothesized positive relationship
between brand globalness and behavioral intentions (Naseem, 2015) or trustworthiness
(Schuiling & Kapferer, 2004). The local origin can thus provide consumers with reassurance
and confidence, enhance loyalty and trust (Fournier, 1998), and may provide a basis for
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brand differentiation among the myriad brands on the market, thus potentially having a
positive impact on consumers’ brand purchase intention.

3. 3. Concluding comments

Our conceptual study offers insights into possible brand policies for emerging country
companies and shows that these options may provide an answer to key management goals
concerning foreign markets, such as transferring trustworthiness, expertise or additional
attractiveness to the brand (Winit et al., 2014).

The study offers a framework that suggests how an emerging country company could
create and develop the best-adapted international brand policy depending on its specific
situation regarding the emphasis on localness or globalness, and customers’ acceptance or
rejection of risk reduction. The study presents and explains four branding options for
emerging country companies to expand their business abroad. With a reasonable degree of
plausibility, the four strategic brand policies can be classified according to specific motives
and benefits as well as the predominant styles of expansion displayed by emerging country
companies when going international.

ECCs are in a position to innovate by making their lack of anteriority in this branding
domain a competitive advantage.
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1. Purpose

The paper presents some theoretical suggestions and practical applications resulted from
the work on conceptualizing the International Logistics as well as International Logistics
Management discipline that has been carried out (since 2012) under auspice of the Deutsche
Bahn Mobility Logistics AG and JSC “Russian Railways” Center for International Logistics
and Supply Chain Management in «Graduate School of Management» Institute of SPSU.

2. Design/methodology/approach

The said work was arranged as analyzing a representative set of relevant academic
papers, textbooks and monographies that were mainly published abroad. A set of appropriate
syllabi was also analyzed in the same way. The marketing approach to defining and
conceptualizing the subject domain of International Logistics was justified due to
epistemological proximity of Marketing and Logistics disciplines. The said approach helped
to fill a gap revealed in the set of logistics concepts in comparison with the case of marketing
concepts.

3. Findings

While analyzing the content of the sources said above a slightly higher level of
conceptualization in the International Logistics was revealed in Western sources, although
there were also not revealed quite conventional definitions. Besides, some of them were ones
of typically formal or tautological nature. Some erroneous understanding of the core concepts
was found in Russian works; e.g., “logistics mix” concept was identified with the 7R-
paradigm. Finally, Russian teaching materials on International Logistics were mainly defined
as less structured and usually presented as chapters in Logistics or Supply Chain Management
textbooks.

4, Originality/value

The definition of the subject domain for International Logistics was partly changed.
Some of international logistics concepts were soundly corrected and also new ones were
coined (e.g., “codified international logistics mix”). Didactic “prismatic” models of
International Logistics and International Logistics Management based on the principle of
marketing ecological balance were built. As a result, the redundancy of course syllabus was
reduced and its structure was rationalized. The logical sequence of events taking place in
international trade transaction was used as a framework for structuring the said syllabus.
Then, the same framework was tested while developing and delivering such related to
International Logistics courses delivered in the GSOM as Export of Management Operations
and International Operations. The core of international logistics ontology and basic principles
of its further development were proposed. This was a basement for specifying structure and
content of the textbook on international logistics textbook supplied with the corresponding
Glossary having terms equivalents in English.
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Abstract

The present paper is devoted to describe a holistic canvas of accelerated
development of addictive consumption in the contemporary society. The classification of
addictive products — from real to virtual ones — as well as estimations of corresponding
market sizes and trends is given. The said products are classified in accordance with the
degree of its devastating impact on individuals (consumers) and a society as a whole. The
notion of “para-addictive product” is defined and coined. The consumption of such
products has not a devastating effect on consumers’ health but provokes and boosts
their proper addictive consumption. Some negative socio-economic and political
consequences of addictive consumption are systematized. Examples of regulations
applied on addictive product markets are given and estimated. Following conclusions
are presented: 1) there is a lack of effective regulation on addictive consumption
markets; 2) the said markets are poorly studied; 3) it is necessary to develop the
comprehensive program that includes not only administrative/political and medical
techniques but countermarketing ones. The latter is intended to devaluate and even
reverse the consumer perceived use value of addictive products.

Keywords: addictive consumption, behavioral economics, countermarketing, model of
“free” Homo consumericus, neuroeconomic approach, para-addictive products
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1. Purpose

The present paper is devoted to describe an overall canvas and some peculiarities of the
accelerated development of addictive consumption in the contemporary society and the
consequences caused by this phenomenon. The classification of addictive products — from real
to virtual ones — as well as estimations of corresponding market share sizes and their trends is
given. Some problems of researches in the field of addictive consumption are defined and
some ways to resolve them is drafted.

2. Design/methodology/approach

This research is based on an extensive literature review that has the following goals: 1)
comparing what a contemporary volume of research in the field of dynamics of addictive
product markets and corresponding addictive individual consumption exists in Russia and
abroad (in advanced developed countries primarily); 2) classifying addictive products
depending on their nature and negative impact on individuals and society as a whole; 3)
understanding different approaches to creating models of addictive consumption (emphasizing
such crucial stages as emerging, developing, giving up and relapse) in their interaction with
marketing environment understood in a broad sense; 4) studying successful cases of
countermarketing addictive products.

3. Findings

While scanning relevant publications in Internet the number of items in Russian appears
hundreds times less (if not thousands times, taking into account more number of relevant
synonymous in English). This output could be explained by an interdisciplinary nature of the
addictive consumption phenomenon and a factual lack of home complex research programs.
Finally, it becomes clear that the accelerated growth of addictive consumption on the
“invisible” web market becomes globally the most serious thread for humanity. Anti-tobacco
campaign in USA is noted as the most complex and successful one.

4, Originality/value

The present paper does not discover in details all facets of such complex phenomenon
as individual/community addictive consumption and related markets. Nevertheless, its value is
presented, to our mind, by systemizing and estimating the prospective outputs of previous
works that lead to conclusion on the need for a special national policy. The said policy has to
include coordinating, integrating and budgeting efforts of many social institutions and
academics. In addition, notion of “para-addictive products” is defined and coined. These ones
are not harmful per se, but they provoke the addictive consumption. Finally, we guess that
using the countermarketing could be very perspective for correcting addictive consumption
due to the time-tested marketing analytical tools and actuating mechanisms.
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1. Purpose

This paper presents some contributions of using business cases for teaching English by
the “Drama in Teaching” method. It shows that large HBS format cases — provided by
Teaching Notes - could serve as drama scenarios well suited for triggering communicative
capacities and professional creativity of students and also for enriching their professionally-
oriented English vocabularies.

2. Design/methodology/approach

This account is based on an initial experience of including dramatized cases (mainly

from the GSOM collection) in Business English classes of SPSUE as a semester-term
“performance” comprising appropriate business situations with implicit/explicit problems to
be resolved by students. The teaching quality achieved by the said method is assessed versus
outputs of reference student groups and by interviewing participants of experimental “HBS
case groups”.

3. Findings

While comparing student attitudes to the HBS-format case applications versus short
case applications (e.g., supplied by the Market Leader textbook) it is disclosed that the first
option is more attractive one for them. The explanation of this phenomenon is found in a
larger degree of student freedom in searching for case decisions and, consequently, in
encouraging students to enlarge their professional/general English vocabulary and to make
more persuasive discussion style.

4. Originality/value
This paper highlights that the “Drama in Teaching” method is today not so often applied

in Russian economic higher schools than abroad. The said method permits to increase a
formal in-class learning time budget due to out-class networking student. Besides, the method
could be considered as a very perspective one not only for developing communication skills in
English but for improving learning professional disciplines.
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Is the “Latecomer Advantage” a Valid Concept for Shaping
Entrepreneurship Policy in Emerging Economies?

Jerzy Cieslik, Kozminski University, Poland

Abstract

Following the “latecomer advantage” theory, being at the intermediate
development stage, emerging economies can assimilate modern technologies quicker and
with lower costs, than the global leaders. | argue that similar benefits can be achieved in
shaping entrepreneurship policies. In this paper | examine key theoretical constructs
relevant for such policies: the relationship between entrepreneurship and the level of
economic development and the link between entrepreneurship and innovation. | also
evaluate the effectiveness of certain policy instruments aimed at boosting innovative
entrepreneurship. The paper concludes with recommendations on “smart”
entrepreneurship policies in emerging economies.

Keywords: entrepreneurship policy, entrepreneurship in emerging economies,
innovative entrepreneurship
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1. Goal of the Research

Being late and underdeveloped nation is obviously a disadvantage. However,
“latecomers” can learn from other’s mistakes, assimilate modern technologies quicker and
with lower costs, than the global technology leaders. This is a foundation of “latecomer
advantage” concept introduced by T. Veblen (1915) and later developed by A. Gerschenkron
(1962). | argue that there are ample opportunities of benefitting from such advantages in the
field of entrepreneurship policy. This can be achieved by (i) giving up outdated theoretical
foundations of entrepreneurship policies and (ii) avoiding costly policy instruments which
effectiveness has been seriously questioned based on the experience accumulated in most
developed countries.

2. Novelty

The novelty of the proposed approach lies in the systematic adoption of the “latecomer
advantage” theory to the formulation of entrepreneurship policy in emerging economies. It is
being argued that while being at the intermediate development stage emerging economies do
have absorptive capacity not only for efficient assimilation of modern technologies but also
for implementing “smart”, evidence-based entrepreneurship policies. This can be
accomplished by careful examination what worked and what did not work in the most
advanced countries. At the same time | highlight the risks on relying on illusions and myths
which are widespread in the entrepreneurship literature and policymaking.

3. Methodology

| make a critical assessment of the core theoretical concepts in the field of
entrepreneurship and examine the effectiveness of several policy instruments aimed at
promoting innovative entrepreneurship. | prove that this area has been dominated by the
conventional wisdom, i.e. concepts and views whose validity is based on the sole fact that
they are indiscriminately repeated by many people. This is accompanied by the occurrence of
“prilliantly simple recipes” regarding the directions of government policies affecting the
enterprise sector business sector. What is clearly missing is the common sense approach based
on empirically proven facts.

4. Results and recommendations

Entrepreneurship and economic development

There is a widespread conviction that the more people engage in business activities, the
better for the economy. In the light of the accumulated empirical evidence, the existence of
such correlation in the developed economy context is not supported by any hard data. In turn,
the level of entrepreneurial activity in poorest countries and those at the intermediate
development stage is relatively high, however, such activity is overwhelmingly dominated by
necessity entrepreneurs, conducting their activities on a very limited scale and lacking skills,
resources and ambitions necessary to grow their businesses. In emerging economies,
entrepreneurship policy should rather focus on improving the quality of business operations
and shift the technological capabilities of entrepreneurs and their establishments to a higher
level. Surprisingly, the strengthening of the private business sector in these countries may
actually lead to a decrease in the number of persons who engage in an entrepreneurial activity,
as many necessity entrepreneurs are likely to give-up low income self-employment in favour
of better paid jobs in larger firms.

Link between entrepreneurship and innovation.

Relationship between entrepreneurship and innovation has been subject to fierce
disputes of both economic theorists and practitioners. Based on systematic evidence | argue
that growth ambitions of entrepreneurs and innovation are, partly overlapping but
independent "engines” of development and there is no need to give any of them up.
Entrepreneurs who wish to grow their businesses, not necessarily through the implementation
of advanced technologies, but through imitation, should be acknowledged and supported.
Challenging the “mere innovation” syndrome is of particular relevance in the emerging
economies context, which need to upgrade technologically their enterprise sector through
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efficient imitation, before the most advanced domestic companies may embark on productive
R+D leading to developing own technologically advanced solutions.

Effectiveness of selected policy instruments boosting innovative entrepreneurship

Since early 1990s an outburst of diverse policy initiatives and governmental
programmes has been observed in the mature economies. Many measures, enthusiastically
welcomed and considered as magic formulas for many years, are now assessed more
realistically:

Venture capital financing. Back in the 1990s, venture capital has emerged as a highly
efficient response of the market mechanism to fill the gap in the commercial banking system,
through the introduction of specific instruments for financing risky, innovative ventures.
Nowadays, there is mounting evidence that the impact of venture capital funds has been
largely overestimated.

After 2000 academic spin-offs, i.e. companies founded by university professors and
PhD students have been seen as a remedy for the largely inefficient technology transfer
between universities and business sector. However, except for few top American universities
the number such spin-offs was very limited and their impact much lower than traditional
forms of academic entrepreneurship, such as long-term contractual cooperation between
universities and the business sector.

Among flagship innovation policy instruments, particular attention has been paid to
science and technology parks. Yet, after over two decades of operation in both developed and
developing countries, the results of science and technology parks seem to be rather mixed.

To sum up, there seems to be ample opportunities for emerging economies can benefit
from the “latecomer advantage” in entrepreneurship policy by critically assessing experiences
accumulated in mature economies. This calls for building sufficient analytical capacity in the
public institutions responsible for the implementation of evidence-based entrepreneurship and
innovation policies.
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The Unintended Benefits of Empowering Boards in Conglomerates: The
Case Study of AFK Sistema
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Abstract

This paper investigates the role of corporate governance institutions at the level of
subsidiaries in conglomerates in emerging markets. The literature typically highlights
that these institutions are necessary to reassure the minority shareholders and thus to
attract investors. We show that corporate governance institutions, and, in particular,
boards of directors, can be applied for a different purpose — to organize communication
within group and thus to improve the quality of decision-making in the group. The
paper uses the case study of a large Russian business group and has been prepared in
the framework of the Basic Research Program at the National Research University
Higher School of Economics.

Keywords: Corporate governance, conglomerates, boards of directors, communication
function, emerging markets
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Literature background. There exists a rich literature on the role of boards in
companies: while the agency approach highlighted their monitoring function, resource
dependence approach (Hillman and Dalziel 2003) shows that the independent directors’ main
contribution to the company can be to provide resources - their contacts, reputation and
market expertise. Thus, they are able to improve the quality of managerial decisions (Zahra et
al. 2009). Sur et al. (2013) suggest that in a subsidiary of a business group the boards should
primarily exercise the service function associated with the resource dependence perspective,
especially by improving the coordination of decision-making within the group. However,
there exists little evidence on how this function is exercised: which mechanisms allow the
boards of subsidiaries to improve the quality of decisions in a business group and which
obstacles do they face. No studies have investigated the service role of the boards of
subsidiaries in the context of emerging markets.

Method, data and company selection. The paper based on a case study of AFK
Sistema—a large diversified Russian business group including subsidiaries in 15 sectors. The
case-study included ten semi-structured interviews with key managers, members of the board
of directors of Sistema holding company and with the owner of Sistema V. Eyvtushenkov.
The interviews focused on examining the role of the boards at both the holding and the
subsidiary level. The interviews were implemented in Winter 2013-14, before the company
came into the political spotlight in summer 2014 when the government started its attack
aiming to re-nationalize Bashneft. As a secondary source of information, we also collected
four types of documents: the reports of Sistema and of its main subsidiaries; the internal
regulations of Sistema and its publicly listed subsidiaries concerning their corporate
governance; public statements and interviews of the managers, directors and the owner of
Sistema,; the websites of Sistema and its subsidiaries.

Main results. Sistema was among the first in Russia to rigorously introduce the formal
corporate governance mechanisms at the level of the holding company; it has been done to
attract foreign capital and to improve the quality of the company strategy formation. Sistema
created a strong board with a large share of independent directors. The group also introduced
similar corporate governance mechanisms with a strong position of the boards at the level of
the subsidiaries. It was originally done to facilitate the IPOs of these subsidiaries at the global
markets, which served as an attractive tool of obtaining financial resources during the period
of economic growth in Russia in 2000-2008. After the global economic crisis, benefits of
IPOs went down substantially. Sistema, however, did not abandon the already established
corporate governance structures, but rather used as a tool of corporate management, offering
new opportunities for improving cohesion within the group which its management perceived
to be a crucial task for the company.

Sistema instituted a system of within-group interlocking directorates: non-executive
members of the Sistema board sit on 2-5 boards of subsidiaries and act as chairpersons for 1-2
boards; managers sit on 10-15 boards (but a manager typically sits on 5-6 boards of
subsidiaries important from the point of view of the group) and act as chairpersons of 2-4
boards. This approach ensures that by attending various board meetings a member of Sistema
holding company board or of the management receives the information about the specifics of
functioning of various subsidiaries and takes it into account while making group-level
decisions.

Sistema introduced a systematic routine of how the coordination of actions of its
representatives in the boards of subsidiaries should be implemented. Ten days before the
meeting of the board of a subsidiary, for each issue included in the agenda, the company
collects opinions of all interested actors (in particular, members of the top management of
Sistema). Based on these opinions, a protocol is prepared which is provided to the chairperson
of the board of the subsidiary. This protocol is taken into account while decisions at the
subsidiary level are made: the members of the board of subsidiary have full information
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regarding the position of the holding company and other interested parties of the group
concerning the decision they have to make.

The company faces a number of obstacles and challenges trying to use the boards as a
tool of communication within group. 1) The fact that directors sit on numerous boards of
subsidiaries certainly has a number of disadvantages as well: the ability of an individual to
diligently exercise her function in numerous boards is limited. 2) A further challenge is to
create proper incentives for the board members representing Sistema at the level of
subsidiaries. The latter receive no remuneration for their actions which are interpreted as part
of their regular tasks (as managers). For high-level managers, there is an indirect link between
the performance of the subsidiaries and their salaries through the bonus payments. For lower-
level managers this link is much weaker.

The corporate governance structures at the level of subsidiaries in a conglomerate can
implement an additional important communication function, associated with information
exchange, and the transmission of knowledge. By creating a within-group system of
interlocking directorates, the group provides an additional mechanism of information
exchange and learning, thus improving the quality of the group’s decision-making.

In emerging markets, the transformation of the corporate governance functions happens
unintentionally. From the normative perspective, our case-study highlights an important and
previously not recognized benefit of developing formal corporate governance structures,
particularly applicable to large business groups. We have also shown the difficulties a
company in an emerging market would face while implementing this policy. They are
primarily associated with the selection of the directors and creating incentives for them.
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Abstract

The paper is an empirical investigation which goal is estimation of premiums to
the market values of the companies that use price hedging instruments. The sample is
comprised of the publicly traded airline companies of BRIC countries in 2000-2014.
The results of the investigation suggest that the value premium for price risk hedging
on the BRIC airlines market can be as large as 15% and the source of the premium
can be attributed to the interaction of hedging with investment.

Keywords: risk management, hedging, price risk, airline companies, BRIC
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1. Goal of the Research

With the increasing complexity of risks faced by modern corporations, greater attention
is paid to the problem of risk management. This paper is an empirical study on price risk
management using hedging. The main goals of the study is estimation of premium to the
market values of the airline companies that use price hedging instruments and the analysis of
reasons for existence of these premiums.

2. Novelty/Author’s Contribution

A number of papers in corporate finance have studied the reasons why firms can hedge.
However, a limited number of papers have focused on whether hedging increases firm's
value. The conclusions of those that focus on economic results of hedging are ambiguous:
some research do find additional value from hedging (Bartram et al., 2011; Panaretou, 2013),
some do not (Ayturk et al., 2016).

This paper is one of the first that investigate the interaction between firm's value and
price hedging on the emerging markets. The emphasis is made not only on the interaction
itself, but also on the sources of the estimated value premiums.

3. Methodology

The investigation uses the framework suggested by Carter et al. (2006) to analyse the
relation between firm market value and price risk hedging by studying price risk exposure of
BRIC countries airlines. The sample is comprised of the 130 firm-year observations from 12
publicly traded airline companies

The primary tool of analysis is econometric modelling. The following framework is
employed:

1. The Supporting Phase. Analysis of interaction between price risk hedging by a
company and factors consistent with the underinvestment costs framework of Froot et al.
(1993). Both the fact of price risk hedging and the share of fuel consumption hedged are
analysed as dependent variables.

2. The 15t Phase. Analysis of interaction between firm value (dependent variable) and
price risk hedging.

3. The 2" Phase. Analysis of interaction between changes in firm value (dependent
variable) and changes in price risk hedging.

4. The 3" Phase. Analysis of whether the interaction between firm value and price risk
hedging can be explained with the underinvestment theory.

4. Results

The research hypotheses have been accepted through all 4 phases of the research. On the
supporting phase, the factors connected with the underinvestment costs framework have been
found statistically significant to explain the fuel price hedging behavior of the BRIC airline

companies. On the 15t phase, a statistically significant positive relation between firm market
value (as represented by Tobin's Q) and both the fact of price risk hedging and the share of
fuel consumption hedged has been identified. Thus, a greater share of next year fuel

consumption hedged against price risk corresponds to the higher Tobin’s Q. During the ond
phase a similar significant relation has been found between the changes in firm value

(ATobin’s Q) and the changes in price risk hedging. During the 3rd phase, the source of the
additional value from hedging was attributed to the decrease in underinvestment costs faced
by a corporation.

The estimated value premiums are presented in the table below; the premiums proved to
be largely comparable with the results of the similar investigation conducted on the US
airlines market (Carter et al, 2006).
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Market value premium
from the fact of price risk
hedging (In (Tobin’s Q Adj)
from Hedge)
and from the share of fuel
consumption hedged (In
(Tobin’s Q Adj) from Fuel

Change in market
value premium from
changes in the share
of fuel consumption

hedged
(Aln (Tobin's Q Adj)
from AFuel Hedged)

Market value
premium from the
decrease in the
underinvestment
costs (In (Tobin's
Q Adj) from Fuel
Hedged x Capex

Hedged) to Sales Adj)
. Hedge: 10,7%
This paper Fuel Hedged: 13,3% 10,9% 15,8%
, No calculation 0
(Carter et al., Fuel Hedged: 10,2% conducted 7,3%

2006)

A company that hedges average market share of its next year fuel consumption (as
represented by the average share of the next year fuel consumption hedged among companies
that do hedge price risk in the sample - 31,6%) will have Tobin's Q coefficient of 13,3%
higher compared to its non-hedging analogue. This premium is largely consistent with the
premium for US airline industry in 1992-2003 estimated by Carter et al. (2006).

Also, the findings of the 3 phase of the study indicate that the price risk hedging is
more valuable for companies with greater relative investment expenditure (as represented by
Capex/Sales ratio). Consequently, investors are willing to pay a premium for price risk
hedging for companies with significant investment opportunities.
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Abstract

It is widely recognized that corporate political ties (CPT) in general lead to better
organizational performance and higher firm value (Fisman, 2001; Frynas, Mellahi and
Pigman, 2006; Goldman, Rocholl and So, 2009) however there are empirical evidence
that the presence of CPT under certain circumstances causes negative effects on firm
value (e.g. Aggarwal, Meshke & Wang, 2012; Hersh, Netter & Pope, 2008). The
investigated case of Rusal’s investments in Montenegrin aluminum plant demonstrates
that CPT did not improve the organizational performance but even result in Rusal
escaping from Montenegro. The aim of the study is to reveal/uncover the process
through which corporate political ties (CPT) transform from valuable asset to a costly
liability by unswerving following research questions: why corporate political ties change
over time? And how this change impacts the MNE strategy in the foreign market?

Keywords: political ties, EMNEs, Balkans
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1. Introduction

It is widely recognized that corporate political ties (CPT) in general lead to better
organizational performance and higher firm value (Fisman, 2001; Frynas, Mellahi and
Pigman, 2006; Goldman, Rocholl and So, 2009) however there are empirical evidence that the
presence of CPT under certain circumstances causes negative effects on firm value (e.g.
Aggarwal, Meshke & Wang, 2012; Hersh, Netter & Pope, 2008). The investigated case of
Rusal’s investments in Montenegrin aluminum plant demonstrates that CPT did not improve
the organizational performance but even result in Rusal escaping from Montenegro.

The aim of the study is to reveal/uncover the process through which corporate political
ties (CPT) transform from valuable asset to a costly liability by unswerving following
research questions: why corporate political ties change over time? And how this change
impacts the MNE strategy in the foreign market?

2. Theoretical background

Corporate political ties (CPT) are defined by scholars as boundary-spanning personal
and institutional linkages between firms and the constituent parts of public authorities (Sun,
Mellahi and Wright et al, 2012). These ties might be valuable political resource that lead to
higher firm value and organizational performance (Cooper, Gulen & Ovtchinnikov, 2010,
Hillman, 2005) and can not be easily imitated by rivals.

Typically CPTs are analyzed by scholars through several theoretical lenses: transaction
costs theory, resource dependence theory, social network perspective and institutional-based
view. Sun et al (2012) argue that presumably beneficial performance may not be the same
across all politically connected firms as it is moderated by organizational and environmental-
level factors. The authors develop a framework analyzing the contingent value of CPT. They
identified four groups of factors affecting CPT’s contingent value: the market environment,
the nonmarket environment, interorganizational factors and intraorganizational factors. In our
case we aim to focus on nonmarket environment which includes institutional arrangements in
national political system, the degree of interaction between social sector stakeholders and
organizations, stability of political regimes etc (Sun et al, 2012). Therefore we rely our study
upon institution-based view and see CPTs as an important institutional characteristic of the
case.

Meyer and Peng (2016) acknowledge the dominance of institutional-based view in
business literature on emerging economies, emphasizing the crucial contribution of
institutional theory to emerging markets firms research.

Studying Central Eastern Europe (CEE) and other emerging economies scholars have
highlighted two important facets of these institutions. First, formal and informal institutions
interact on multifaceted ways. Thus change in formal institutions such as laws and regulations
do not necessary trigger behavioral changes because norms and values tend to be more
persistent.

One of distinguishing feature of CEE countries - prevalence of state ownership. In the
beginning of 1990s it was considered as temporal phenomena transiting to private ownership
with a time (Megginson & Netter, 2001; Estrin et al, 2009b). By 2010 research on state-
owned enterprises proved that these firms are successful not only in home markets but also
abroad (Myer, Ding, Li & Zhang, 2014).

Despite the number of studies on emerging markets and particularly CEE has grown
drastically Balkan countries still remain a “blank spot” on the map. Only few studies
investigated foreign direct investments in this region (Estrin & Uvalic, 2013), or foreign trade
of Balkans (Elmawazini, Sharif, Manga, and Drucker, 2013). Nevertheless the region
represents rich institutional and economic field for broader research.

Speaking about Russian and Balkan institutional environment one can argue that both
countries have been always close by historical, cultural and religion background. Than more
interesting to analyze how political ties can impede business development in such culturally
proximate countries. Sun et al (2012) call for more research furthering our understanding on
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how CPTs change as institutional framework change in emerging economies. We address this
research gap by critical discourse analysis of unsuccessful case of Montenegrin aluminum
smelter company KAP acquisition by large Russian metal company Rusal.

3. Case description

Kombinat Aluminijuma Podgorica - KAP (English: Aluminium Plant Podgorica) is an
aluminium smelter company, located on the southern outskirts of Podgorica, Montenegro. It
was built during the communist FR Yugoslavia, and sold in 2005 to world’s second largest
aluminum company — Moscow based firm Rusal. The investment has run into many problems
since, and the ownership of stakes in company is currently disputed between Rusal,
Montenegrin government, and new owners of the company that had acquired it in 2014,

4, Proposed research method

Vaara and Tienari (2004) argue that in order to conduct more critical analysis scholars
should consider making use of methods that have proved to be useful tools in humanistic and
social studies more generally. Discourse analysis (DA) is a cross-disciplinary methodology
that has been linked to the analysis of text and talk in almost all of the humanities and social
sciences during the last few decades. DA is also connected to postmodern and poststructuralist
philosophy.

Four essential characteristics of CDA according to Wodak and Meyer, 2002: 1)CDA
aims at revealing taken-for-granted assumptions in social, societal, political and economic
spheres and at examining power relationships between various kind of actors; 2) the
researcher is not a “neutral observer”, but his/her role is to acknowledge a particular kind of
(critical) perspective; 3) contextually is a crucial issue in CDA, thus the ability to place
specific texts in their context is essential. The historical dimension is especially important
here. One cannot understand specific texts and discourses without considering the historical
processes that have led to the current situation. 4) intertextuality - the linkages between
different discourses and texts. One cannot understand fully specific texts or discursive acts
without linking them with other texts and discursive acts.

Taking into consideration the ambiguous nature of investigated case and the specificity
of political, economic, and institutional environment we claim that qualitative method should
be applied and critical discourse analysis is particularly suitable.

Thus we aim to follow Vaara and Tienari (2004) methodology suggesting first to define
the research questions; second to provide overall analysis of the textual material; third to read
closely particular texts and forth, to refine the findings and generalizations.

Basically any kinds of textual material are suitable for CDA such as media texts,
archival material, interview transcription etc. Therefore we use all the materials available
including interviews with representatives from both sides. As far as the insider/outsider role is
concerned it is very clear that a native of a particular country is in a privileged position in
terms of being able to place specific contexts in their historical and intertextual contexts
(Vaara and Tienari, 2004). As our team consists of natives of both countries possessing
language knowledge we believe that we can enrich the discourse analysis by comparing
discourses in different countries.

5. Contribution

We see theoretical contribution of our study as threefold: 1) we further the
understanding of political ties influence on emerging market firms internationalization
strategy as prior research demonstrates contradictory results; 2) we broader the institutional-
based view on failure cases in similar institutional setting; 3) we add new insights into scarce
research on Balkan countries FDI. Moreover we contribute methodologically applying critical
discourse analysis techniques to case of MNEs internationalization which is poorly presented
in international business research.
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Abstract

To localise their sustainability strategies effectively, global businesses should
consider economic, social, environmental and institutional challenges in all their
markets. IEMS Sustainability Composite Index is designed to help businesses by
determining Russia’s position among other countries along economic, social,
environmental and governance sustainability dimensions. It is done by assessing 35
indicators split into four sub-indices. According to this Index, Russia is ranked 50th out
of 142 constituent countries; hence it is situated in the middle of the development
spectrum. The subsequent in-depth analysis derives fifteen factors inherent in the
Russian business environment, which create scope for sustainable business actions.

Keywords: Corporate Social Responsibility, Corporate Sustainability, Russia, IEMS
Sustainability Composite Index
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1. Purpose and novelty of the research

Multinational corporations (MNCs) localise their global sustainability agenda in
accordance with the country’s position in a sustainability-related coordinate system due to the
presence of the country-based specifics.

This research finds a position of Russia among other countries on the global
sustainability map. It is accomplished through the introduction of the Institute of Emerging
Market Studies (IEMS) Sustainability Composite Index. The sustainability space is defined
through the quadruple bottom line (QBL), which is a unique combination of economic, social,
environmental and governance factors. Although the QBL concept has been widely used in
recent years, there is no single metric assessing the country’s position from the four-
dimensional perspective, thus the IEMS Sustainability Composite Index with its four
components is different from other ratings.

Based on the Sustainability Composite Index results, this research develops a novel tool
for Corporate Sustainable Business Action, allowing MNCs to utilise various business
opportunities and response to threats.

2. Research methods

The interplay between QBL factors determine the position of any country on a four-
dimensional space. Based on the existing indices (Global Footprint Network 2016;
Sustainable Society Foundation 2015; Yale University 2016) this research introduces the
IEMS Sustainability Composite Index, which has been designed to measure country’s
sustainability performance along the QBL indicators:

Economic dimension (25%o):

Organic Farming, Genuine Savings, Gross Domestic Product, Employment and Public
Debt (2014 data) (Sustainable Society Foundation 2015)

Social dimension (30%)

Sufficient Food, Sufficient to Drink, Safe Sanitation, Education, Healthy Life, Gender
Equality, Income Distribution, Population Growth and Good Governance (2014 data)
(Sustainable Society Foundation 2015)

Environmental dimension (25%0)

Endowment of natural resources (ecological footprint and biocapacity) - cropland,
grazing land, forest land, fishing areas, built-up land and carbon emissions; quality of
ecosystem protection and resource management - health impacts, air quality, water &
sanitation, water resources, agriculture, forests, fisheries, biodiversity & habitat and climate &
energy. Composite of Environmental Performance Index (EPI) - weight of 70% (2014 data)
(Yale University 2016) and Biocapacity Reserve/Deficit - weight of 30% (2012 data) (Global
Footprint Network 2016)

Governance dimension (20%o)

Voice & accountability, political stability & absence of violence/terrorism, government
effectiveness, regulatory quality, rule of law & property rights & judiciary independence,
control of corruption (2014 data) (The World Bank 2016)

3. Major results

The distribution of 142 world countries according to their IEMS Sustainability
Composite Index ranking illustrates the phenomenon of ‘transitional’ countries positioned in
the middle of the spectrum with Russia being one of them (Figure 1). Russia does not have the
same level of consumer activism, civic and corporate responsibility, access to green
technologies, consumer demand for ‘green’ products, good governance, comparable
opportunities as more mature markets.
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Figure 1. Distribution of 142 countries in the IEMS Sustainability Composite Index
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At the same time, Russia has achieved a high level of social and human development,
that is reflected in its position as a best performer in the social sub-index in comparison to
other BRICS peers (Table 1). The ‘transitional’ countries successfully take care of basic
human needs, and their social scores are close to the levels of the leaders. However, they
perform much more poorly in the ecological and governance dimensions.

Table 1. IEMS Sustainability Composite Index and Sub-Indices: Russia vs. other BRICS
Countries

CO;:I:(F;?:Ite Economic Social Environmental Governance
Top 25% - Russia (31) - Brazil (36) -
Russia (50) China (38) Russia (49) | Russia (52) S°“t(h4$f”ca
Brazil (66) Brazil (81) China (65) S°“t?7f)f”ca Brazil (56)
Middle 50% China (69) India (88) India (78) China (106) India (78)
S°“t(h86A)f”C& Brazil (82) China (82)
India (95) SOUt?goA)f”Ca Russia (100)
South Africa .
Bottom 50% - (115) - India (128) -
4. Implications

Due to Russia’s ‘transitional’ status, each of the four dimensions may encourage non-
action and non-prioritisation of sustainability-related activities, but also provides space for
sustainable business action. The in-depth analysis derives fifteen factors of the Russian
business environment (column 2 of Table 2), which create scope for sustainable business
actions (column 3).
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Table 2. Tool. Scope for Sustainable Business Action for All Four Dimensions

DIMENSION FACTORS SUSTAINABLE BUSINESS ACTION
High proportion of middle = Test the market potential with customised sustainable
class products portfolio
High disposable income
ECONOMIC gté\%]l% rizo,rﬁa?g,': DI flows = No need to install basic ‘hard” and ‘soft’ infrastructure
. P for accommodating foreign investors
infrastructure
State policy on ‘import’ . . . .
substitution Localise production and supply chains
Educated and healthy labour = Investin recruitment, talent retention and talent
development initiatives,
force : ; . .
= Recruit local staff, including senior management
Consumer sophistication
(educated and literate = Launch sophisticated product range
consumers)
SOCIAL =  Tap the potential of educated female labour force and

Gender equality

promote to senior management positions,
Adapt product portfolio towards this empowered
customer group

Satisfied basic human needs

Divert Corporate Social Responsibility (CSR) funds
from these types of initiatives

ENVIRONMENTAL

Abundant natural resources

Implement environmental conservation initiatives,
Localise sourcing in a sustainable manner

Energy inefficiency

Install and introduce off-grid energy efficient
technologies (cost savings)

Urban sustainability
potential

Supply ‘green’ engineering solutions

GOVERNANCE

Weak corporate governance

Enforce global corporate code of conduct,
Disseminate best practices on good governance

Fraudulent suppliers

‘Nurture’ and invest in building master-supplier
network
Educate suppliers on good governance practices

Low critical mass of one
company (lobbying)

Engage in targeted lobbying activities

Create critical mass and influence policy makers via
membership in industrial associations and strategic
partnerships

This Factor-Action Tool can be used by the MNCs to fine-tune their sustainable
business actions in response to the emerging opportunities and threats that are inherent in
Russia’s operational context.

5.
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Calculation of indexes of the software market
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Abstract: the article is devoted to the review of the existing indexes and coefficients
estimating degree of concentration of the market on the example of the software
market. The software types are indicated, segmentation of the market is carried out,
dynamics of the world and European markets is considered. On the example of the
European software market concentration indexes, Herfindal-Hirshman, Hanna and
Kay, Holl-Taydman, an index of entropy and Jeanie's coefficient are calculated. By
results of calculations the conclusion concerning extent of monopolization of the market
IS made.

Keywords: market, software, concentration, index, rate of growth, monopolization.
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1. Software market

The software market is part of the IT market, which, according to IDC (International
Data Corporation - an international research and consulting company), in addition, includes
segments of the IT-hardware and IT-services. The segment of software includes: commercial
software, development tools and application deployment, as well as the software applications
themselves. Software is the most dynamic segment of the world market of IT, its annual
growth exceeds 6% in the last few years. (Agapov V., Pratusevich V. Yakovlev, S.; 2014).

Depending on the functions performed by software, it can be divided into two groups:

- Basic software - is designed to provide information and the normal operating
environment for the processing of applications (operating systems, software tools,
programming languages, compilers, maintenance programs);

- Application software - used to solve specific problems and user organization processes
of calculating the information system as a whole (application packages, operating the user
program).

Let’s take a look at the largest players in the software market in the world (Table. 1)

Table 1. The largest software vendors in the world

2011 2012 2013
Manuf Revenu M Revenu M Revenu M
acturer e ml | arket e ml | arket e ml | arket
of Dollars. share, % | of Dollars. share, % | of Dollars. share, %
.. 17 17 17
1. Micrisoft 57694 45 58454 06 61961 26
2. 1BM 28861 8. 29129 8. 29537 8.
73 50 23
3. Oracle 26772 8. 27826 8. 28772 8.
10 12 01
4. SAP 16161 4. 16988 4. 18602 >
89 96 18
1. 1. 1
5. Symantec 6417 94 6423 87 6372 77

Market software can be divided into three main segments: applications segment, the
segment of development and deployment of applications and infrastructure systems segment
(Shevelev A.V., Zubkov V.G. Khitrova A.L.,2015).

Application software segment is the largest segment of the global software market, its
share in the overall structure of the market - 49%. The maximum growth rate noted in the sub-
segments of CRM-systems - about 7%, marketing systems - by 7.9%, sales force automation
systems - by 6.7%, the market applications for collaborative work increased by 8.6%, while
corporate social applications - by as much as 40.1%. Also was an increase in the market cost-
effectiveness of systems and strategic management, it was compared to the year 2011 of
8.4%. The leaders are Microsoft with a share of 13.7%, followed by SAP, Oracle,
IBM and Adobe.

Application development and deployment segment is the fastest growing, accounting
for about 24% of the total global software market. The largest segment of the market,
according to IDC, a segment relational DBMS, it accounts for
34%. The largest manufacturers in this segment are Oracle (21.6%)
and IBM, Microsoft, SAP and SAS.

Segment infrastructure systems is 27% of the global software market. The maximum
growth rate showed in sub-segments of information security systems and network
management systems - more than 6%. There is also the leader - Microsoft with a share of
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28%, the major share of the market have companies IBM, Symantec, EMC Corporation
and VMware.
2. Concentration indices

The level of concentration of the participants in the market has a significant impact on
the strategy used by them, including in the area of pricing. Let’s describe some indexes to
measure the degree of concentration in the market.

Index of concentration (Concentration Ratio)

Indicator describing what share of the market is accounted for a number of the major
players. The higher the index value for a given number of large companies, the less
competitive the market is

CR,=>'S (1)

Where:

n - the number of large companies on the market;

s, - The share of the i-th company;

We calculate the index for the global software market, according to open data.

CR3=17.06+8.5+8.12 = 33.68%

CR4=17.06+8.5+8.12 +4.96 = 38.54%

CR5=17.06+8.5+8.12+4.96 +1.87 =40.41%

We calculate the index for the European market, using the data in Table. 4

CR3=239.16 + 4.48 + 3.61 = 47.25%

CR4=39.16+4.48 + 3.61 + 3.1 = 48.35%

CR5=239.16 +4.48 +3.61 + 3.1 +2.98=51.33%

The index of Herfindahl-Hirschman (HHI)

Indicator assesses the level of monopolization of a particular market. In some countries
(particularly in the US), it is used as an indicator that determines the necessity of obtaining
permission for mergers and acquisitions:

HHI, =>"S? (2)

where:

n - total number of companies on the market;

s, - the share of i - th companies;

In accordance with the different values of the concentration ratios CR and the
Herfindahl-Hirschman coefficient can be three types of markets onthe degree of
concentration (Tab. 2).

Table 2. Market types in the concentration degree

market Type n=23 )
Highly concentrated ;800/‘6 <<CI:—IF|2—|3| 211%%?0 ?goo/% <<C|:4F|:4| 211%%(?0
Moderately concentrated 11800/‘6 <<CI:—IF|2—|3| 272%(?0 111800/8 <<CI:—IF|2—|4| 281%?0
low-concentration ﬁﬁ? :igg/Oo ﬁﬁzll :1188/00

Index Hannah and Kay (HK)

The index is similar to the Herfindahl-Hirschman index, the main difference is that the
exponent, which built its market share in the market, can take any value of interest depending
on the study objectives. It is calculated as:

R=3s* (3)

where:
n - total number of companies on the market;
s, - The share of the i-th company;
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a - index, selected depending on the purposes of the study.

In this form, the index is an analogue of the company's performance in the market,
uniquely identifying number, when all firms are equal on the market.

Hall-Taydman Index (HT)

The index takes into account not only the quantitative dimensions of companies and
their ranking in size:

HT :n; 4)
2(2 RS;) -1

where:
n - total number of companies on the market;
s, - The share of the i-th company;

R - I-th rank in the market.

The largest company is assigned a rank equal to one, then on the rise. In perfect
competition parameter is equal to zero, with a monopoly - one.

This index shows that even if the market is concentrated (HHI index and according
to HK), but in it there are many small companies, though, such a market in a certain sense, is
poorly monopolized.

3. Conclusion

Software market is steadily growing. The results of calculations of indices of
concentration and Herfendalya-Hirschman shows that the European software market is
moderately concentrated. In calculating the index, Hannah and Kay with an increase in the
importance of large companies on the market an average amount of similar companies is
reduced. Hall-Taydmana Index takes into consideration the number of companies on the
market, according to the results of its calculation the market is low monopolized.
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The paper starts with the analysis of regulation on performance measurement of Saint-
Petersburg public healthcare organizations (HCOs) issued by the City Administration in 2012,
It is followed by critical overview of the approaches to performance measurement in
healthcare. Special attention is given to the frontier models of measuring the HCO’s
operational efficiency and discussion of obtained results, The latter is extended with the
performance model developed according to the Neely’s “performance prism” (Neely &
Adams, 2002) which is then used to benchmark the performance of St.Petersburg public
HCOs.

The ambiguity of organizational performance gives rise to a wide variety of
measurement models. Research studies usually employ a framework of the causal
Performance Measurement Model (PMM), which is based on a respective meaningful
description of organization’s modus operandi. Respective models are usually designed not
only to measure performance, but also to guide the company’s performance. The latter
purpose has to be insured through “translation” of the company’s strategy into a set of
quantifiable cause—effect linkages between financial and non-financial indicators that reflect
on value creation in organization. Once such model is adequately constructed, it may serve as
an instrument to measure and control the outcomes of organization’s operation, thus, enabling
organization’s management to analyze and guide the organization’s performance.

As far as public HCO (in contrast to private commercial organizations) pursues the goal
to provide population with high quality and timely medical care, the financial performance
measures can be hardly recognized as adequate and sound. Furthermore, financial
performance indicators even being adapted for healthcare do not reflect the full scope of
performance dimensions of the medical organization. Hence, the performance of HCOs has to
be modeled by a multiple input — multiple output relation and measured accordingly.

Due to the nature of organizational performance, its measurement is not a neutral
activity. The results of measurement effect the stakeholders and, thus, as mentioned by Loeb
(2004), “it evokes considerable anxiety and frustration among all stakeholders: those who are
being measured, those who are doing the measuring, and those who are seeking the data for a
variety of purposes”. That is especially true for healthcare which is characterized by “little
agreement on the philosophy of measurement, on what to measure, on whether or how to
adjust for what the patient brings to the clinical encounter, on how data should be analyzed, or
on how to report the data; and of course on the ultimate questions related to the value of
measurement” (Loeb, 2004).

The performance indicators introduced by special regulation of the Health Committee of
St. Petersburg Administration for assessing the HCOs’ performance are critically analyzed
from the SMART standpoint. It appears that the intention of regulation is rather to create
direct incentives to improve the HCOs’ quality of healthcare treatment and reduce their costs
than to develop a clear cut performance measure for guiding them on the principles of
performance based management. Moreover, the approved list of indicators does not comply
with the SMART principles and poorly reflects the attributes of HCO’s performance.

Management studies usually explore performance of organization in terms of process
employed or/and in terms of outputs produced. The process-oriented approach assumes cost-
minimization of running the organization’s business under an implicit assumption that results
obtained are acceptable, i.e. they comply with the organization’s goals and objectives. The
process indicators used are designed to measure how well the organization runs its activities,
and, hence, they reflect the organization’s efficiency. The output-oriented approach treats an
organization as the “production unit” which transforms given inputs into desirable outputs that
can be specified as the intended goals. The underlying organization’s operations input-output
relationship is analyzed with emphasis on the produced outputs. The output indicators
measure to which extent the organization achieves the intended goals (results), i.e., describe
the organization’s effectiveness.
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The models used to estimate the healthcare organizations’ efficiency heavily rely on
employed operationalization of “performance”, which in its turn strongly depends on
available data. Therefore, they generally provide a scholar with a partial performance
measure. In most of the studies the researchers exploit causal PMM specified as “production
technology” model, that, measures productivity of resources employed by HCOs for delivery
of healthcare.

The sample in the study consists of 47 St. Petersburg public HCOs and includes
observations on utilization of resources provided to the HCOs by the Fund of Obligatory
Medical Insurance (FOMI) in 2013-2015. The data taken into account includes four variables
reported in these years: material costs (MC), aggregated labor costs (ALC), number of treated
patients (NP), and volume (in rubles) of not refunded invoices by medical insurance
companies because of inappropriate healthcare quality (NTRF). Material costs variable is the
total cost of medical supplies, food, bedding and linens. Aggregated labor costs are calculated
as the total of salaries paid to the doctors and nurses from the means of FOMI. The
performance was operationalized as technical efficiency of the HCO’s operation within the
means provided by FOMI and estimated with the help of the frontier analysis models, i.e., the
models of stochastic frontier analysis (SFA) and data envelopment analysis (DEA).

The estimates of SFA and DEA models give consistent ranking of the HCOs in each
year confirmed by high values of Kendall's W (Kendall's coefficient of concordance): 0.9 in
2013; 0.82 in 2014; 0.78 in 2015. Results obtained have a number of obvious limitations due
to specifically “production” (i.e., resource — output) operationalization of performance
employed in the study, peculiarities of HCOs and financing system of healthcare in
St. Petersburg.

To overcome purely “production” operationalization of HCO’s performance other
important aspects of healthcare organizations operations must to be taken into account. The
extended operationalization of performance has to integrate professional, public policy and
customer perspectives as specified by Neely’s “performance prism” (Neely & Adams, 2002).

The extended operationalization of performance is more comprehensive as compared to
purely “production” description since it incorporates additional dimensions reflecting the
perceptions of different stakeholders. The latter are represented by both quantitative and
qualitative variables that were obtained from 3 types of questionnaires designed for
representatives of Health Committee of St.Petersburg Administration, medical personnel and
patients of St.Petersburg HCOs.

Measuring performance of the HCO from the model with extended operationalization
requires methods that allow for multidimensional output. Besides DEA approach we propose
to use Aggregated Preference Indices System (APIS) to calculate the HCO’s overall
performance index (Hovanov et al., 2009).

APIS is a decision support system (DSS), which is a universal and flexible tool for
multi-criteria decision-making under uncertainty based on nonnumeric, inexact, and
incomplete information. APIS employs the Aggregated Indices Method as the theoretical
background. In brief, APIS is structured as a sequence of the following four steps:

1. Selecting of a sample of compared objects (HCOs) and their attributes that are
necessary and sufficient to describe the object’s performance.
2. Introducing assumptions on ordering the attributes with regard to their

importance for the overall performance of the object (HCO) in terms of the values of the
respective weight-coefficients.

3. Introducing assumptions for aggregated preference index (overall performance
index), i.e., which of the objects (HCOs) demonstrate higher performance in comparison with
others in a sample.

4, Estimation of numerical values of the attributes’ weight-coefficients and
aggregated preference index (overall performance index) for each object (HCO).
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The HCOs’ extended operationalization performance is measured with both DEA and
APIS models. The results of DEA and APIS estimations are compared.
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Abstract

A significant amount of studies are devoted the problem of estimating the size
effect. In this study we attempt to test if there is the size effect in the Russian capital
market. The sample included stock returns of 101 non-financial companies listed on the
Moscow Interbank Currency Exchange from 2007 through 2014. We found that the size
premium for small companies was negative, but the size premium is typical for Russian
medium-sized companies. The results obtained in this study have a practical value for
management of Russian companies and funds.

Keywords: size effect, size premium, cost of equity, emerging capital markets.
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1. Purpose of research

Today there is a common practice for companies to assess the cost of equity including a
size premium in a model. Most of companies employing this approach use premiums of such
report as Ibbotson SBBI Classic Yearbook (further — Ibbotson Yearbook). However,
information presented in this report are based on data of the U.S. capital market and,
consequently, should be adjusted before the implementation of the evaluation of the cost of
equity for companies from other capital markets.

Besides, studies examining the size effect, in both developed and emerging capital
markets, often make opposing conclusions about the presence of this effect and its magnitude
(Banz, 1981; Chui & Wei, 1998; Horowitz, Loughran, and Savin, 2000; Amihud, 2002; de
Groot & Verschoor, 2002; Dimson, Marsh, and Stuanton, 2011; Fama & French, 2012;
Lischewskia & Voronkova, 2012; De Moor & Sercu, 2013, etc.). As a result, there is a
question about the validity of using the size premium for calculations cost of equity.

In this study we attempt to test if there is the size effect in Russian capital market.

2. Novelty / author's contribution

The author's contribution consists in identification of features of Russian capital market,
building the modified model assessing the size premium in this region and estimation of size
effect. The results obtained in this study have a practical value for management of Russian
companies and funds, namely, it is an establishing of a systematized database of size
premiums.

3. Methodology

The methodology of research based on an assessment of size premium for companies
divided into portfolios for the further comparison between them. The approach of building
portfolios and assessing size premium of each portfolio is based on a modified methodology
described in Ibbotson Yearbook. The modification connected with the features of Russian
data, namely:

—The period of the study sample covers only 8 years (2007-2014).

—There is the lack of daily quotations for a significant number of Russian companies.

Initially, companies were divided into five portfolios (rather than 10 in Ibbotson
Yearbook) with the same number of companies in each of them based on the company’s size
(market capitalization at the end of the previous year). It should be noted that the weight of
each stock in each portfolio were determined in proportion to its market capitalization.
Rebalancing of portfolios was made at the beginning of each year.

Further, the two-year beta (previous and current years) was determined for each
company in each portfolio for each year:

Tit+1,s — Tot+1s = Yo,i T ﬁ;ré:l(rw,t+1,s —Tor+1s) t Eie (1)

where, for the period (s,s + 1) € (¢,t + 1), 734415 IS return of i-th asset, r, ;41 IS
return of the market return, .1 ; is risk-free rate, y,; — intercept, 8t} — beta coefficient,
&; ¢ — €rror.

After that, in all portfolios (except the portfolio with the largest and the most liquid
companies) we have excluded the companies with beta coefficient lower than 0.9. Exclusion
of these companies is related to the fact that a significant number of companies in the market
are illiquid. As a result, their correlation with the market is quite low which leads to low beta
coefficient.

As a next step we estimated the beta coefficient for each of 5 portfolios based on the
market model taking into account risk-free rate on two-year period (previous and current
years). The resulting beta coefficient was further implemented to obtain the estimated return
(re+1s) of each portfolio for each year based on the market model. At the same time, we
determined the average realized return of each of 5 portfolios for each year. It allows us to
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determine the difference between realized return and estimated return of each portfolio, which
equals to the size premium.

4. Results

Described model have been tested on data of stocks publicly traded in Russia and
obtained from Bloomberg database. The gathered information covered the eight year period
from 2007 to 2014. The dataset included stock returns of 101 non-financial companies listed
on the Moscow Interbank Currency Exchange.

Results of the study confirm the presence of the size effect for medium-sized
companies. The value of these premiums is in the range of 3-4%. At the same time, the size
premium for small companies was negative. It may be related to the lack of investors’ interest
to small-sized companies in Russian capital market (even they are liquid).

A comparison of the obtained size premiums for Russian capital market with data from
Ibbotson Yearbook 2015 confirms the conclusion that Russian market has its own
characteristics, and implementation of size premiums based on data from developed capital
market may lead to incorrect results.
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Exploring the Reciprocal Relationship between Innovation,
Internationalization, and Organizational Learning: A Complex System Model
for Small Firms

Joan Freixanet, St. Petersburg State University Graduate School of Management, Russia
lya Churakova, St. Petersburg State University Graduate School of Management, Russia

Abstract

The purpose of this study is to explore the relationship between innovation,
internationalization, and organizational learning in small businesses. Emergent approaches
go beyond the linear causality that has traditionally linked these concepts in previous
research in favor of holistic, complex approaches that stress mutual or circular causality.
Based on this approach, and after analyzing 285 interviews and 54 companies from various
industries, the authors find that the three activities are reciprocally linked to each other,
forming a complex system. The firms’ evolution over a period of nine years also shows that,
faced with various change elements, they evolved and adopted four kinds of configurations,
characterized by low and high incremental and radical innovation, local and global
internationalization, and adaptive and generative learning. The findings are relevant to
scholars, managers, and government policymakers.

Keywords: Internationalization; Innovation; Organizational Learning; complex system;

complexity theory; small business; SME; incremental innovation; radical innovation; multiple-
case study; adaptive learning; generative learning; configurations; dynamic model
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Innovation activities have been generally considered as a key source of company
efficiency, increased market share and, in general, competitive advantage and revenues (Dibrell
et al. 2008; Madrid et al. 2013). However, other studies (e.g. Boermans and Roelfsema 2015) did
not find any relationship between innovation and performance. In this study, we emphasize that
the concept of innovation is heterogeneous, and embraces different kinds of business initiatives
that may involve completely different and sometimes opposite effects. In this study we classify
innovation in four types. First, depending on the innovation area, we differentiate between
product and process innovation; second, depending on the degree and type of product newness,
we distinguish between incremental and radical innovation.

Previous studies have pointed out the risks involved in launching radical product
innovations, given the difficulty for the buyers to understand it and evaluate their technology and
potential benefits. These risks are higher among small and medium-sized enterprises, which have
usually less human and financial resources, weaker financial structure and fewer financing
options. These factors also make SMEs generally more vulnerable in times of crisis. This study
focuses on a group of 61 Spanish SMEs from different industries. We conducted a series of
interviews using a semi-structured questionnaire to the firms’ managers in the period between
2005 and 2009, so before the financial crisis had fully hit the Spanish economy. Then we have
analyzed the results of these companies throughout the downturn period, and until the moment of
the present country’s macroeconomic recovery.

Spain provides a particularly interesting case to examine the effects and business reactions
to a recession, as it is one of the countries where it has been felt both more strongly and
persistently. The global financial crisis which started in the US in 2008 came together in Spain
with the burst of the real state bubble, the 2010 banking crisis, and soaring unemployment rates.
GDP decreased 3.9% in 2009, and continued declining in 2011 (1%), 2012 (2.6%), and 2013
(1.7%). In 2014 and 2015 it grew by 1.4% and 3.2% respectively, but it still did not reach the
2008 level. The country also recorded one of the biggest increases of corporate insolvency
filings, with more than 182% raise between 2008 and 2014. Insolvencies in this period amounted
to 42.771, from which 91% were from companies with less than 100 employees, representing a
2% of companies in this category in 2008™.

This study is exploratory and framed within an interpretative research paradigm with a
mixed qualitative-quantitative method (Molloy et al., 2011). The combination of qualitative and
quantitative techniques may be especially powerful for accuracy and generalizability (Shah &
Corley, 2006). The qualitative approach is used to obtain an in-depth holistic on the complex
topic of innovation and its relationship with performance; that is to say, a more complete view of
managers’ opinions and experiences related to the investigation (Denscombe, 2007).

We employed the quantitative approach to measure the firm’s innovation degree. In this
sense, subjective measurements of innovation have been found to be superior to objective
measures (Hughes, 2001). Thus, and in line with the definition by the Oslo Manual (OECD,
1997),', managers were asked to evaluate the extent to which they had launched new products, or
improved significantly existing products (on a 0 to 10 Linkert scale), and the innovation was
classified as incremental or radical. An equivalent question was used to evaluate the degree of
process innovation.

Then, we obtained information on multidimensional performance measures of the
companies since the moment of the interview and until the present time, both regarding
economic and internationalization performance (exports). We relate the level and type of
innovation to firm performance. Our results show that the success of radical product innovations
is associated to two key factors: the firm’s level of resources, and the degree of market
orientation shown by the company during the development of its innovation.

Conclusions are offered regarding both companies’ management and public policy.

! (Instituto Nacional de Estadistica, http:// www.ine.es/. Statistics represent corporate insolvency filings that
include both liquidations and reorganizations).
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Internationalization Strategies of Russian National Oil Companies
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Abstract

The intended contribution of this research is to outline the role of domestic
constraints for companies’ internationalization strategies in natural gas industry. The
paper is focused on Russian case. Special emphasis is made on internal natural gas
market organization model, its evolution and impacts for natural gas business strategies
implemented by Russian National Oil Companies (NOCs). Research is based on case
method. The argumentation is structured in three stages which are (i) comparative
analysis of Gazprom and Rosneft as NOC:s; (ii) study of the evolution of the natural gas
industry organizational model in Russia and (iii) the case of Power of Siberia project.

Keywords: National oil companies, natural gas industry, liberalization of natural gas
markets, Russia
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1. Introduction

The beginning of 2000s marked the return of the state into Russian energy industry. The
oil model based on large private industrial-financial groups that resulted from privatisation
and restructuring of the Soviet oil and gas industry left the place to the emergence of a state
monopoly-driven industrial organization built around National Oil Companies (NOCs), in
particular Rosneft and Gazprom (Locatelli & Rossiaud 2011, Shadrina & Bradshaw 2013).

The rationale for establishing NOCs may encompass control over strategic oil and gas
industry, regulatory functions, closer monitoring of operations, expansion of domestic
productive capacities or implementing various other social or political functions. However,
industrial organization model based on state monopoly implies substantial economic costs
related to political control and non-commercial objectives pursued by NOCs, and it is often
characterised by numerous operational inefficiencies, weak corporate governance and lack of
competition (Tordo, Tracy & Arfaa 2011).

The peculiarity of the Russian case relies on the de facto presence of two NOCs.
Although Rosneft operates primarily in the oil segment while Gazprom is focused on natural
gas, both companies are diversified across oil and gas segments. Therefore, the objective of
this research is to explore the nature of relations between Russian NOCs so that to shed some
light on the competitive nature of the Russian oil model.

2. Goal of the Research

The proposed paper is focused on the Eastern dimension of Russian energy strategy. In
current geopolitical context, Russia is inclined to foster its pivot to Asia policy for a double
reason. Firstly, diversification of energy exports towards Asian markets stems from stagnating
demand in Europe and also from the need to develop the economic potential of the East of
Russia. Secondly, it appears as a way to compensate for deteriorating economic and political
ties with traditional western partners. Russia’s pivot to Asia is also instrumental in
demonstrating country’s political leadership and in promoting bilateral cooperation with
emerging economies.

The purpose of the paper is to explore the relations between Gazprom and Rosneft
across the companies’ value chain within their Eastern export strategies. This requires the
analysis of the reserve base, production prospects and major export projects oriented towards
Asian markets.

3. Novelty / author’s contribution

The value of the paper is to outline the specificity of the Russian oil model and to
consider the competitive strategies of Russian NOCs.

4, Methodology
The research is based on case method (Rosneft and Gazprom).
5. Results

Expected contribution of the paper is both theoretical and empirical. Firstly, it is
expected to outline the complexity of Russian oil model with specific emphasis on the scope
of competition between NOCs, and secondly, to gather empirical data on Russian energy
export fundamentals.
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Abstract

The paper presents some results of INNOVARRA project (Innovations in Company
Knowledge Management: Typology, Methodology and Recommendations) that is
supported by Russian Science Foundation for 2015-2017*. This project suggests and
develops the idea of differentiation of knowledge management (KM) methods and tools
depending on domain and type of knowledge. The paper describes generalized knowledge
map for structuring typical knowledge domains of the company, typology of knowledge
and taxonomy of KM tools. The description of interrelations between knowledge domains,
types/properties and KM methods and tools is also suggested.

Keywords: knowledge management, knowledge domain, knowledge typology, KM tool, KM
strategy
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1. Purpose

The described study represents some results of INNOVARRA project (Innovations in
Company Knowledge Management: Typology, Methodology and Recommendations) that is
supported by Russian Science Foundation for 2015-2017. It aims to identify and develop
methods and tools of knowledge management (KM) which are the most appropriate for
particular domains and types of knowledge of the company. Various enterprise knowledge
domains (e.g. product/service knowledge, customer knowledge, operations management or
strategic management knowledge etc.) have different knowledge characteristics and knowledge
types. Systematization of knowledge types, characteristics and domains in INNOVARRA project
is designed to differentiate KM methods and tools better suited for a particular knowledge
domain. The project is based on the idea of the “triad” (Figure 1): “knowledge domain — the type
or characteristics of knowledge — a method or a tool of knowledge management”. That is, a
certain domain is dominated by knowledge with some special characteristics, which are better
suited to certain methods and tools. Analysis and systematization of studies linking types and
domains of expertise with KM methods and tools was performed in the INNOVARRA project in
order to differentiate KM methods and tools. Three tracks of the INNOVARRA project are
considering the examples of KM methods and tools in several areas, namely: management of
customer knowledge and knowledge about the products and / or services, knowledge in the field
of operations management, knowledge in the field of strategic management and organizational

development.
Knowledge
typology

Figure 1. “Triad” of differentiation _ KM methodsand tools

2. Author's contribution

This research puts in evidence on the issue of which KM methods and tools are suitable for
the particular knowledge domain and type. A generalized knowledge map was suggested in order
to structure knowledge domains. A new knowledge typology has been formed. The key feature
of the typology is that it includes only the knowledge types and properties which essentially
influence the choice of KM methods and tools. New taxonomy of KM methods and tools was
suggested. Systematization of studies, which describes interrelations between knowledge types,
domains and KM tools was provided.

3. Methodology/approach

The project introduces the “triad” idea of the interaction between knowledge domains,
types or properties of knowledge and methods or tools of KM based on the ideas about the
feasibility of differentiation of KM methods and tools. Research methodology for these ideas is
based on literature review. The project also provides an overview of the development of KM
methods and tools in several domains, namely: management of customer knowledge and
knowledge about the products and/or services, knowledge in the field of operations management,
strategic management and organizational development.

4. Results

According to the preliminary results of the project a new typology of knowledge has been
formed, the key feature of which includes the knowledge types which essentially influence the

122



choice of tools and methods of knowledge management (or groups). A generalized knowledge
map was offered for structuring typical knowledge domains of the company. The map is based
on three points: 1) objects that are important for business; 2) activities performed by the
company; 3) industries and business lines. New taxonomy of KM methods and tools was
suggested. The suggested description of interrelations between knowledge types/properties,
domains and KM methods and tools may help knowledge managers to select suitable KM
methods and tools for different knowledge domains and types. Such a selection can be applicable
either for the whole company or for different functional areas and business processes. The
description of interrelations also can be easily transformed into rule base for intelligent service
for KM tool selection.
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Effectiveness of Feedback in Teaching/Learning Process
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Abstract

Teaching and assessment methodologies contribute to the achievement of the
intended goal in higher education. Various evaluation tools assist the faculty to identify
the strengths and weaknesses of their teaching and assessment methods. Therefore, in
developing the teaching strategies, it is important to obtain feedback from the students
and to give feedback to them, which may allow the faculty to modify their methods to
meet the students’ needs without negatively affecting the standards of education. Based
on the limited personal experience and the results of the online survey the authors of the
article make an attempt to analyze the role and effectiveness of teacher/student feedback
in filling the gap between teachers and students and improving the quality of teaching.

Keywords: students’ feedback, teacher feedback, assessment methods, teaching tools
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1. Problem overview and findings

The concept of teaching in higher education is shifting from traditional lecture-based
one to those that seem to be more advanced. Concurrently, teaching and assessment
methodologies have been evolving to achieve the goals of education. Assessment is an
essential part of this process as it provides evidence of how well the student learning
objectives are being implemented and whether the teaching standards are being maintained.
Educational curriculum should constantly be revised in response to the needs of students,
institutions and communities. Meaning of the feedback in this respect is obvious, as it is
becoming a useful tool for modifying and improving educational programs. The ultimate aim
of feedback is to identify areas of strengths and/or weaknesses of teaching methodology and
to make necessary steps in evolving the curriculum and achieve the intended objective.

Most higher educational institutions are interested in finding out the level of their
students’ satisfaction with the knowledge obtained and what they benefit from the facilities
and the courses institution provides. Institutional authority and the faculty can receive this
information through feedback. Regarding the feedback as useful tool, we should differentiate
between the teacher feedback to students’ work and students’ feedback to the learning
process. Both are highly important but have different aims and take various forms. The first
one may be done in the form of teacher written and oral comments, workshops, conferences,
and computer-delivered feedback having the initial aim to encourage students and stimulate
their development towards the capability for effective self-expression (Hyland, K., & Hyland,
F., 2006). The second one - student feedback — being a form of communication with
instructors shows the level of students’ satisfaction and increases effectiveness in teaching.
Effective feedbacks must answer three major questions asked by a student and/or a teacher:
Where am | going? (What are the goals?), How am | going (What progress is being made
toward the goal?), and Where to next? (What activities need to be undertaken to make better
progress?) (Hattie, J., & Timperley, H., 2007).

Methodologists define two main types of students’ feedback. Summative feedback
involves capturing the student satisfaction response in the form of exit slips, questionnaires,
online surveys and other forms after a certain period - the end of a course, semester or
academic year. (Oblinder D., 2006). Formative feedback deals with continuous and
progressive response on satisfaction levels. The university gets information whether the
course is going in the right direction and if the students are somewhat satisfied with it. Some
researchers (Marsh, H. W., 2007) state that students’ feedback is collected for five main
reasons: to enhance and improve faculty teaching practices, to measure personal teaching
effectiveness, to give students guidelines in learning, to monitor the quality of teaching
practices, to get results for research on teaching.

Instructor feedback to student’s work is powerful and effective when it consists of
information about the task, the teaching process and about student’s progress. Less effective
are those that relate to praise, rewards, and punishment (Hattie, J., & Timperley, H., 2007).
However, both positive and negative teacher feedback can have a beneficial effect on
learning. In general, instructor’s feedback influences student’s motivation, promotes better
self-assessment of personal progress, and leads to greater student engagement and higher
achievements (Black, P., & Wiliam.D., 1998).

Taking into consideration the above-mentioned information and basing on the personal
quite limited experience the authors can state that feedback as an important tool of teaching
practices is highly undervalued by Russian instructors of foreign languages. Possible reasons
for that may be teacher’s great workload and, as a result, great time pressures. Several
examples prove the evidence of such underestimation. The results of the online survey
conducted late in 2015 at the Ural State University of Economics on the effectiveness of
distance learning demonstrated that students (both bachelors and masters) lack instructor’s
feedback. Though the majority of students in general totality (N=830) highly appreciate the
feedback from the staff: opportunity to communicate interactively with instructors and to get
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necessary comments were estimated at maximum - over 70% of students gave it “excellent”
and “good” marks; later, answering the question about challenges of learning online,
participants pointed out such difficulties as “lack of emotional communication with the
teacher” (31.1%), “lack of teacher control” (20.5%). It gives an argument in favor of students’
need for effective interaction practices and getting extensive feedback from instructors.

Another example may be the authors’ attempt to use at the end of summer semester
2015 so called “exit slips” with questions intended to understand students’ satisfaction. Two
groups of bachelor students, studying Business foreign language as one of the main subjects,
numbered respectively 11 and 9 people were asked several questions. What was the most
interesting thing during the semester? What was the least interesting? What was the most
difficult thing for them to learn? How can they improve understanding of difficult things?
What of the obtained information they would like to learn more about? The results were
disappointing for the instructor, as the answers seem to be very formal, short, showed a
lackadaisical attitude of students. The reason for it may be poorly presented objective of the
survey, not well explained idea of it, therefore the value of the received information for the
teacher was low, which, in its turn meant, the lost opportunity to make necessary changes in
the program.

2. Conclusion

Since the feedback provided by teacher/student regarding different aspects of the
learning process is among the most critical influences on students, faculty should understand
its importance and power. There is a need for more investigation on the feedback: how to ask
right questions in order to get valuable information, how to teach students the principles of
constructive feedback that improve their self-assessment. It is foremost responsibility of the
faculty to construct a well-designed feedback system and to use it regularly for effective
teaching and modifying programs. All these can make learning and teaching experience
positive for both parties and foster a cooperative pedagogical environment.
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Measuring Consumer Sentiment toward Marketing in Russia
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Abstract

The study aims to identify how consumer sentiment toward marketing relates to
consumer behaviors at different stages of buying process. Based on the survey of
Russian consumers the study measures the index of consumer sentiment toward
marketing and reports the preliminary results regarding the effect of consumer
sentiment toward marketing on different consumer behavior tendencies, including
information seeking, reliance on firm-related information sources, purchase and
complaining behavior, and supportiveness of government regulation of marketing
practices.

Keywords: consumer sentiment toward marketing; consumer behavior
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1. Goal of the Research

There have been many attempts to measure consumer sentiment toward and satisfaction
with business in general since at least 1970s (e.g., Day, Aaker, 1970; Lundstrom, Lamont,
1976). “Because marketing’s intrinsic purpose is to serve customers, including consumers,
how those consumers view and value the performance of the system that serves them is a
pertinent question. Scrutiny of the consumer’s relationship with the institution of marketing —
not only specific activities of individual firms, but marketing at large — is a fundamentally
legitimate venue of consumer behavior and public policy research, therefore” (Gaski, 2008).

Consumer sentiment toward marketing is “the result of marketplace experiences, social
interactions, conversations about how people are influenced, and commentary from the media
on advertising and marketing” (Obermiller, Spangenberg, 1998).When consumers interact
with the marketplace, they analyze marketing practices employed by firms and develop their
own lay theories of how the marketplace works — they can have their own “minitheory of
advertising, minitheory of interpersonal selling, minitheory of pricing and bargaining,
minitheory of visual design and display, and so on”. (Wright, 2002). These lay theories
explain why firms behave in certain ways and how firms’ behavior could affect consumers
(Friestad, Wright, 1994). While it is allegedly claimed by marketers that the purpose of
marketing is to serve customers, consumers’ interpretation of marketing can differ from that
provided by marketers. Consumer can infer only profit-seeking motives in firms’ behaviors
and become skeptical of customer-orientation of firms.

The index of consumer sentiment toward marketing is “a barometer of "how marketing
is doing" in the eyes of the consumer public” (Gaski, Etzel, 1986). While it has been
measured in different countries, including USA (Gaski, Etzel, 2005), New Zealand (Lysonski
et al., 2003), and Turkey (Peterson et al., 2007), there is a lack of studies examining how
consumer sentiment toward marketing affects consumer behavior. Identifying managerially
relevant consequences of consumer sentiment toward marketing would both enrich the theory
and provide valuable managerial insights. Thus, the purpose of the study is to identify how
consumer sentiment toward marketing relates to consumer behaviors at different stages of
buying process.

2. Novelty / author's contribution

The contribution of the study is two-fold. Firstly, it gives insights on the level of
consumer sentiment toward marketing in Russia. Secondly, the study sheds light on the
consequences of the different sentiment levels for managerially significant consumer
behaviors. Thus, the research has both context-specific and context-neutral value for
marketing scholars and practitioners.

3. Methodology

The study results are based on the survey of 200 consumers in St. Petersburg, Russia.
The respondents are randomly drawn from the population of St. Petersburg. Structural
equation modelling is employed to handle the data.

4. Results

The study measures the index of consumer sentiment toward marketing among Russian
consumers in St. Petersburg. The study reports the preliminary results regarding the effect of
consumer sentiment toward marketing on different consumer behavior tendencies, including
information seeking, reliance on firm-related information sources, purchase and complaining
behavior, and supportiveness of government regulation of marketing practices.
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(Un)fairness of shrinkflation: the role of consumer-, firm-, and market-
related factors
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Abstract

The paper addresses the problem of package downsizing, or shrinkflation. While
the problem is undoubtedly significant as it directly relates to both firms’ and
consumers’ wellbeing, it received only limited attention of researchers. The purpose of
the paper is to incorporate package downsizing tactic to the broader area of fairness
studies and, thus, respond to the plea to take into account moral considerations of
marketplace activities. In a series of scenario-based experiments the author tests how
consumer skepticism, competitors’ behavior and stated firm intent affect the perceived
(un)fairness of package downsizing. Moreover, previous findings regarding the
consequences of perceived unfairness are supported with application to package
downsizing.

Keywords: package downsizing, perceived fairness, consumer behavior.
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1. Goal of the Research

There is a growing number of “shrunk™ or “downsized” products in the marketplace. It
is commonly considered that marketers reduce the volume of product per package such that
the new size replaces the old one to hide unit price increases (Cakir, Balagtas, 2014). The
tactic is hereinafter referred as package downsizing. Package downsizing can be combined
with package redesign or implemented in form of slack filling without modifications of
package exterior. Tactic proliferation in the marketplace resulted in the appearance of the lay
term “shrinkflation” which demonstrates the widespread nature of the phenomenon.

Package downsizing often takes place beyond consumer awareness. Although marketers
provide the legally required quantity indication on the package, consumers often rely on their
visual impressions of the package size or previous purchase experience to judge product
quantity. Therefore, package downsizing has the potential to mislead consumers, which gives
rise to serious moral and ethical consideration (Gupta et al., 2007). Despite long-standing
tradition to view the marketplace as highly rationalized and devoid of moral principles, it is
now commonly accepted that market agents want not only to “maximize their outcome
utility”, but be treated “fairly” and resist to unfairness (Kahneman, Knetsch, Thaler, 1986).
Analogously, consumers respond strongly to firms’ unfair behaviors.

With the growing interest of media and consumer organizations to “shrinkflation” issue,
consumers often express their indignation in relation to package downsizing. Taking into
account the growth of concerned consumers, some companies try to justify the usage of
package downsizing with benign intentions such as “as families get smaller, the optimal
package size must also decrease to prevent waste” or “consumers that care about their health
would appreciate smaller package sizes”. Other companies, on the contrary, emphasize their
principal rejection from the usage of the tactic for the sake of consumer wellbeing.

While the problem is undoubtedly significant as it directly relates to both firms’ and
consumers’ wellbeing, it received only limited attention of researchers. There are several
studies that claimed that package downsizing positively relates to firms’ profitability
(Gourville, Koehler, 2004; Cakir, Balagtas, 2014). While it is proven that package downsizing
can be a profitable pricing strategy, when some consumers are unaware of that, there is some
evidence that it can backfire when consumers notice package downsizing. When noticed
before purchase, package downsizing can result in less favorable attitudes toward product
brands and retailers (Kachersky, 2011). When noticed after purchase, it can lead to
experiencing cognitive dissonance and, consequently, negative post purchase behaviors such
as brand switching, complaining and negative word-of-mouth (Wilkins, Beckenuyte, Butt,
2016).

While extant research demonstrates some negative consequences of package
downsizing, it lacks the holistic understanding of why these consequences occur. The purpose
of the paper is to incorporate package downsizing tactic to the broader area of fairness studies
and, thus, respond to the plea to take into account moral considerations of marketplace
activities (Gupta et al.,, 2007). It is of interest whether consumers perceive package
downsizing as unfair and whether they punish firms for unfairness? Are perceptions of
unfairness subject to the influence of factors that firms can control or inherent to consumers?
Does tactic proliferation in the marketplace affect consumer fairness perceptions? Could
firms’ communicative efforts mitigate unfavorable perceptions of package downsizing?

2. Novelty / author's contribution

The contribution of the study is threefold. Firstly, it contributes to pricing literature by
investigating the perceptions of product downsizing by consumers in different circumstances
and their managerially relevant outcomes. Secondly, it contributes to studies on fairness by
replicating the extant findings on the antecedents and consequences of perceived fairness in
the context of product downsizing as well as investigating the role of factors that, to the best
of our knowledge, have not been empirically tested so far (particularly, competitors’ behavior
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and stated firm intent). Thirdly, it contributes to the studies on persuasion knowledge by
examining the effect of consumer skepticism on fairness judgements in pricing context.

3. Methodology

In a series of scenario-based experiments the author tests how consumer-, firm-, and
market-related factors affect the perceived (un)fairness of package downsizing.

4. Results

Drawing from the literature on fairness and persuasion knowledge, there are identified
several factors that directly or indirectly affect fairness perceptions of product downsizing —
consumer skepticism, competitors’ behavior and stated firm intent. Moreover, previous
findings regarding the consequences of perceived unfairness are supported with application to
package downsizing.
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Giving effective feedback as a way of increasing students’ motivation
for studying the course ‘Effective Business Communication in English’

luliia V. Goman, St. Petersburg State University Faculty of Philology

Abstract

The paper aims at defining particularities of effective feedback given within the
course ‘Effective Business Communication in English’ to GSOM students. The most
effective form of feedback for the course is individual oral or written communication of
results supplemented by filling in scores for assessed tasks in Excel charts. Effectiveness
of a teacher’s feedback is defined by the level of students’ readiness to get meaning from
the feedback. Analyzing the types of questions students ask at a post-feedback stage
helps to define the effectiveness of feedback. A model of assessing the effectiveness of
feedback has been designed and applied.

Keywords: effective feedback, learning outcomes, quality assessment, model design,
feedback forms
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1. Introduction

The purpose of this research is to define particularities, forms and criteria of effective
feedback given within the course ‘Effective Business Communication in English’ to GSOM
students by Department of Languages for Academic and Business Communication.

The topicality of the issue under consideration is explained by the fact of the recent
introduction of new communication programmes at the Department of Languages for
Academic and Business Communication that revealed a need to reevaluate ways of giving
feedback and scope of its impact on students. With introduction of new communication
programmes, feedback has become more comprehensive and effective both for teachers to
reassess teaching process and for students to guide their learning process.

2. Research Methods

Methods of research included: analysis of literature on giving feedback to students;
analysis of academic discourse of teachers and students to look at whether feedback is
effective.

3. Literature review

The importance of effective feedback has been recognized among researchers
(Ovando, 1994; Stalter, 2010). Being able to give it is an essential tool in a teacher’s
professional kit. “‘Giving good feedback is one of the skills teachers need to master as well as
...having clear learning targets’ (Brookhart, 2008:1). Moreover, importance of post-feedback
stage, during which a teacher helps students ‘learn how to formulate new goals for
themselves...” is equally essential (ibid.: 2008: 2).

Researchers emphasise feedback as a particularly powerful tool due to its ‘double-
barreled approach’: feedback consists of cognitive and motivational factors. The former
presupposes that after receiving feedback students ‘understand where they are in their learning
and what to do next’, the latter being connected with the former and meaning that students
‘develop a feeling that they have control over their own learning’ (ibid 2008: 2). Other experts
see importance of feedback for facilitating ‘teaching performance’ (Ovando,1994:1).

Researchers point out that students’ expectation of feedback can vary, from some
being interested in only ‘passing the course’ to others being ready to improve skills after
having reflected on the feedback received. Such gap can be explained by a difference in
experiences of getting feedback (Fyfe et al., 2006: 4). Another characteristic of effective
feedback would be its compatibility with students’ motivation, and its relevance to students’
goals (Stalter: 2010).

Having presented the opinions of researchers, we state that, firstly, giving feedback is
essential for students if it is adjusted to their needs. Secondly, the skill of giving feedback is
considered to be one of the necessary components of a teacher’s professional competence.

4, Results

Taking into account all the specificities of feedback, we come to defining what
effective feedback is. We are focused on defining it within the course ‘Effective Business
Communication in English’.

Effective feedback for our purposes is defined as a combination of one focused on
identifying past students’ mistakes as well as the one focused on improving communication
skills when students get ready to perform future tasks. Because of this, we implemented a
comprehensive approach for giving feedback within our course as we assess language skills
(performance of lexical, grammatical, pronunciation constituents) as well as communication
skills (communicative achievement, style, organization and interaction).

Having defined what effective feedback is, we also come up with the best forms of its
provision. The most effective one is individual oral or written communication of results
supplemented by filling in scores in Excel charts.

We argue that the effectiveness of a teacher’s feedback is defined by the level of
students’ readiness to profit from feedback and thus increase motivation for further
improvement. This level can be determined during individual discussions with students,
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which occur after feedback has been given to them. The types of questions they ask can
provide information for teachers about whether feedback was understandable and thus
effective. We defined the following criterion of effective feedback: analysis of questions’
types brought up in teacher-student communication. Types of students’ questions and
teacher’s recommended step are presented in a table below. If the first type of question is
used, then a teacher has to come up with additional explanations of how feedback can help
improve future results.

Based on the criterion suggested for evaluating feedback, a model of assessing
feedback effectiveness has been designed.

Table 1 Model of assessing effectiveness of teacher’s feedback

Question Ways to help Question showing
showing orientation on | students improve feedback | orientation on performing
passing the course perception future tasks better

Why did not I Better explain How can | progress?
have 3 scores for this difference between high and
criterion? medium scores

Why is my Focus on gradual Have | progressed
answer not evaluated nature of results’ since last presentation
higher? improvement (discussion)?

5. Implications

Within the described research the following implications can be enumerated:

1. Defined types of effective feedback for the course ‘Effective Business
Communication in English’.

2. Defined criteria for feedback effectiveness evaluation.
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Evaluation Metrics of Knowledge Management System
in a High Technology Industrial Enterprise

Evgenia Gorlacheva, Bauman Moscow State Technical University, Russia

Abstract

In terms of the knowledge economy high technology enterprises focus on
continuous development and competitiveness. Enterprises have to deal with a huge
number of non-formalized information. The lack of a universal approach to evaluating
the effectiveness of the implementation of a knowledge management system (KMS)
impedes the adoption of effective management decisions. The paper considers the
problem of evaluation metrics of KMS.

The author presents the original evaluation metrics to assess the effectiveness of
KMS based on the elaborated criteria.

Keywords: knowledge management system, evaluation metrics, high technology
enterprise.
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1. Efficiency of knowledge management system: state of the problem

Evaluating the effectiveness of the implementation of the KMS is a problem that
requires the development of a unified system of indicators. The reason is the fact that such
systems are implemented in enterprises of different industries, and the comparison of KMS
efficiency is possible due to the set of indicators that can be universally describe the activities
of any enterprise. Literature review (Trenev, 2014; Kudryavtsev, 2010) has shown, that
attempts to develop these evaluation metrics existed before. However, the studied systems
have a common flaw: this is the lack of an integrated approach to evaluation. They also do not
consider the connection between the enterprise objectives and KMS ones, on the interaction
of which, in author’s opinion, should be based unified system of evaluation.

It goes without saying, that implementation of the KMS affects all the processes of the
enterprise, and the result of the introduction of KMS can be seen only in the long term and,
therefore, evaluation of KMS effectiveness is a strategic process.

2. Requirements to KMS evaluation criteria

The choice of evaluation criteria should meet the following requirements:

1) The interaction of quantitative indicators with enterprise objectives;

2) Evaluation metrics takes into account intangible assets (knowledge of employees,
business processes and customers);

3) The criteria can be adapted to an enterprise strategy changes.

In order to develop unified evaluation metrics, providing interaction between KMS
processes and enterprise processes the following criteria have been chosen (fig.1).

Enterprise objective Indicator

increase of an enterprise competitiveness technology development index;
salary increase;
employee qualification index;
increase of clients

increase of economic efficiency ROl in IT-elaborations
increase of total profit
increase of enterprise value profit per one employee;
share of intellectual assets
increase of enterprise stability employee turnover;

corporate culture evaluation;
repetitive number of orders

business processes efficiency share of innovative products

Fig.1 Choice of evaluation criteria

Evaluation criteria are considered at two management levels: strategic and tactical,
taking into account enterprise strategic business objectives.

At the strategic level, it is important for the enterprise to achieve the main objectives. In
frames of this work three main objectives have been identified: increase of enterprise
competitiveness, increase of enterprise value and increase of economic efficiency.

At the tactical level it is necessary to fulfill the enterprise routine business tasks. Thus,
the main criterion of KMS effectiveness will be the achievement of strategic business
objectives through the implementation of business objectives, which contributes to the KMS.

The criterion of business processes efficiency is an increase of innovative
products/projects in the enterprise. The ability of high-tech enterprises to the continuous
development and innovation directly affects the level of competitiveness.

3. KMS evaluation metrics

The main elements of the KMS are people, technology, and the results obtained. While
evaluating KMS efficiency, each of these three elements is associated with the objectives of
the enterprise. At the intersection of the elements there are indicators that reflect the efficiency
of the KMS for this component and are a measure of the effectiveness of the enterprise
business objectives (Table 1).
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Table 1. Matrix of efficiency evaluation metrics

Technologies

Results of KM

processes

People
Increase of an | Increase of average
enterprise employee salary;

competitiveness Employee

qualification index;

Technology
development index

Increase of clients

increase of economic ROI in IT- | Increase of total
efficiency elaborations profit

increase of enterprise | Profit per one Share of innovative
value employee products;

Share of intellectual
assets

increase of enterprise
stability Corporate

evaluation;

Employee turnover;

culture

Repetitive number of
orders

The proposed evaluation metrics are based on enterprise objectives taking into
consideration the main components of KMS. The summary list of indicators is presented in

table 2.
Table 2. Summary list of indicators
Alphabetical Indicator Evaluation method Effect
reference
Component «People»
P Increase of average S s Increase of
! employee salary rep-bas employee salary
Employee Change of
P AT
2 qualification index 0,4Ko5 + 0,3Kon + 0,3Ki emp!o_yee_
qualification level
Profit per one Sales profit .
P, employee, thousands a1 bp ! l Ir;(;rgﬁseee?rl: pkr)ofég
of rubles. verage number of employee | P ploy
Employee turnover, Change in
P 0,
4 % Kya/"ep X 100% employee turnover
Inquiry with integral index
P, Corporate culture calculation I, a,C; on the base Improvement of
level corporate culture
of data
Component «Technologies»
Technology . Increase of
P . .
6 development index f(€, Qeecns & Qinnov) = max technology level
P ROl in IT- Net profit/implementation g;;?iﬁioig?i'ws
/ elaborations, % costsx100% ) y 1ol
implementation
Component «Results of KM processes»
Pq Increase of clients, % | (Clyep — Clpas)/Clpas X 100% (I:T:; rﬁtas se of new
Increase of total Increase of total
P ; — 9 :
o orofit, % (TPrep — TPhas)/TPpas X 100% orofit
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Increase of
P Share of innovative 0ins/Q commercialization
10 products mplegen of innovative
products
Share of intellectual Increase of
P rep bas 0 h
1 assets, % Qua /Qua” X 100% intellectual assets
. Increase of
P, (F)%re dpeertsltlve number of Qrep/Qgen repetitive number
of orders
4, Conclusions

The flexibility of the proposed approach is to compare the results of indicators at
different enterprises. Thus, the proposed metrics allow evaluating KMS in a high tech
enterprise.
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Determinants of Acquisition Premium in Russia

Svetlana Grigorieva, National Research University - Higher School of Economics,
Russia
Sayana Bashkueva, National Research University - Higher School of Economics, Russia

Abstract

This paper assesses the size of acquisition premium for different levels of stake
purchased in Russian M&A deals over the period of 2000-2014 and investigates different
factors affecting this premium over the sample period. Based on the sample of 115 M&A
deals and using the event study analysis we find that the acquisition premium for Russian
capital market is +4.3%. We also find that the magnitude of the premium depends on the
size of the stake purchased and bidder toehold. Results from our regression analysis
indicate that target size, leverage, level of liquid assets and market conditions are the key
determinants of the M&A premium.

Keywords: acquisition premium, mergers and acquisitions, market misvaluation, Russia
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Mergers and acquisitions play a key role in many companies’ strategies to grow, create
sustainable competitive advantage and maximize shareholder value. Buying another firm an
acquirer usually pays an acquisition premium, which is the excess of the offer price over
target’s current share price, which reflects both the value of expected synergies and the amount
necessary to obtain control. Acquisition premiums vary among different countries, industries
and over time, greatly affecting the benefits for target and acquiring firm shareholders,
(Madura et al., 2012; Simonyan, 2014). The overwhelming evidence from years of research
suggests that the majority of M&A deals create value for target shareholders while destroy it
for shareholders of acquiring firms. Thus it is important for executives who make these major
capital investments decisions, boards that monitor them and investors to understand the size
and factors that influence the acquisition premium.

For some time, many researchers have addressed the influence of different factors on
the size of acquisition premium. Academic papers mainly analyze the determinants of the
premium for companies in developed markets: USA (Billett, Ryngaert, 1997; Alexandridis et
al., 2013; Simoyan, 2014), European Union (Bruslerie, 2013; Sundarsanam, 1996); while there
are only a few papers that examine firms in emerging capital markets: Poland (Trojanowski,
2008) and Romania (Dragota et al., 2013). Researchers commonly assess the size of the
acquisition premium as the ratio of the offer price to the target’s share price some days or
months prior to the acquisition announcement (Moeller, 2005; Betton, Eckbo, 2009; Simoyan,
2014) or using the event study analysis (Schwert, 1996; Field, Karpoff, 2002; Alexandridis et
al., 2013). Numerous studies offer insight on how bidder, target and deal characteristics
influence the acquisition premium (Moeller, 2004, 2005; Dong, 2006; Bruslerie, 2013;
Alexandridis, 2013). Given the substantial variation in acquisition premiums across industries
and over time, industry conditions and macroeconomic factors might also play an important
role in explaining acquisition premiums. Special attention to these factors is paid by several
papers in developed countries (Ang, Mauck, 2011; Madura et al., 2012; Simoyan, 2014).

Due to the differences in institutional environment and market efficiency in developed
and emerging capital markets, we believe that factors that influence the acquisition premium
will differ for companies in emerging capital markets. The objective of this paper is to try to
feel the gap in the literature by examining the size of acquisition premium and factors that
affect the magnitude of this premium in emerging capital markets.

In this paper we contribute to existing literature by several directions. First, we
empirically examine the size of the acquisition premium and reveal the main determinants of
this premium on the sample of Russian companies. Second, we assess the size of the premium
for different levels of stake purchased, and also control for the bidder pre-bid block-holder
position in the target (toehold). Third, in line with other studies we examine the influence of
bidder, target and deal characteristics on the size of the premium, and in contrast to them we
analyze the impact of market conditions (growth / reduction) on the magnitude of the
acquisition premium. Forth, our empirical analysis is based on a sample of 115 M&A deals
over the period of 2000-2014, meaning that we examine the most recent period in contrast to
the existing studies.

To examine the main determinants of the acquisition premium in Russia, we use a two-
step procedure. First, we assess the size of the premium using the event study method. Second,
the abnormal returns are then used as the depended variables in regression models in order to
reveal the main factors that influence the premium.

We use the Zephyr Mergers and Acquisitions database, Bloomberg and Capital 1Q to
identify an initial sample of 4237 publicly traded deals that fit into the categories of complete,
announce or pending transaction during the period of 2000-2014. We further require that (1)
only targets are publicly traded firms, (2) the acquiring firm controls less than 25% of the
shares of the target firm before the announcement, (3) target’s closed prices are available for us.
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Our requirements yield the sample of 115 transactions in Russia. In 70 M&A deals
acquirers buy more that 50% of target’s shares, and in 45 deals — 25% of shares. M&A deals
are mainly concentrated in Consumer, Manufacturing and Finance industries.

We are testing the following hypotheses:

H1 Acquisition premiums are expected to be lower during the market growth.

H2 The target size positively affects the acquisition premium.

H3 The target leverage negatively affects the acquisition premium.

H4 The overvaluation of target firms negatively affects the acquisition premiums.

H5 The target level of liquid assets negatively affects the acquisition premium.

H6 The bidder pre-bid block-holder position in the target negatively affects the
acquisition premium.

H7 The size of the stake purchased negatively affects the acquisition premium.

H8 Industry relatedness between the target and the acquirer positively affects the
acquisition premium.

We find that the acquisition premium for Russian capital market is +4.3% (the result is
significant at 10% level). Such a low takeover premium can be explained by significant
liquidity discounts for stocks in emerging capital markets (Trojanowski, 2008). We also find
that the magnitude of the premium depends on the size of the stake purchased and bidder
toehold. The acquisition premium increases if the bidder has pre-bid block-holder position in
the target (+8.7%, at 1% level). Results from our regression analysis indicate that target size,
leverage, level of liquid assets and market conditions are the key determinants of the
acquisition premium.
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Searching for Optimal Configuration of cCorporate Education System for
Russian Companies

Elvira Grinberg, St. Petersburg State University Graduate School of Management, Russia

Absract

Considering that high proficiency of individuals can lower production cost, executives
are interested in being acquainted with corporate education innovations. They should
understand specifics of adult education, adhere concepts of learning organization, and
consider cutting-edge IT technologies for learning. This interdisciplinary study investigates the
guestion “How can one define the most suitable configuration of corporate education system?’
with the focus on Russian business environment. Unstructured face-to-face interviews,
literature search and ontological analysis of secondary data allowed creating list of concepts,
which lay in the nodes of the decision-making process.

Keywords: corporate education, business education, corporate university, training,
coaching, learning platform, personnel development, adult learning, innovation in education.
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1. Introduction

In order to achieve sustainable development of employees’ knowledge and skills, it is necessary
to understand specifics of adult education, to adhere concepts of learning organization, and to consider
cutting-edge IT technologies.

Without all that, top-managers have no solid basis for decision-making and prefer to stay on the
beaten track of classical university-like education. This research is aimed to answer the question ‘How
can one define the most suitable configuration of corporate education system?’ with the focus on
Russian business environment. The study started with unstructured face-to- face interviews, which
brought valuable insights. After that, literature search helped to define main trends in corporate
education and ontological analysis of secondary data allowed creating list of concepts related to
organizational learning.

2. Need for proper classification

Considering that high proficiency of individuals can lower production cost (Agrote, 1999)
managers should have clear understanding of all existing trends in corporate education. However,
couches and consultants working on Russian market note that executives know and use very limited
number of learning techniques and are not familiar with the innovative ones. Even facilitation for
Russia is an innovation.

To bridge this knowledge gap it is necessary to build ontological classification of all innovations
in adult learning. Existing pedagogical classifications are insufficient since they are not build for
business purposes. For instance, defining Zurich Living Case Method (Stéhli,

2006) as innovation in contextualized learning does not help to decide where and why it is
appropriate to implement this method. Another example is information gained during the interview
that team trainings and well-organized educational environment yield better results in innovative
companies. For the purpose of the given research, that example gives an insight for the choice of
strategy. Thus, educational approaches should be examined in connection with their causes.

3. Low significance of pedagogy

According to andragogy, traditional approach to learning will not bring the desired results in the
system of corporate training. Corporate education is primarily a system of care for adults in training,
in contrast to pedagogy as the education system. Adult learning should be built on different principles
than formal education. It is necessarily a combination of three principles: 1) practical significance of
the transmitted knowledge and formed skills, 2) cognitive activity of trainees, and 3) their direct
participation in the implementation of the learning process. (Knowles, 1990). Understanding basics of
andragogy allows choosing the best learning FORMAT.

4, Real role of IT

Some papers suppose that e-learning is changing the way people learn and claim that it is a
transformational innovation. However, row of European Journal of Education authors and namely
David Istance and Marco Kools (2013) argue that technology is not a source but only a facilitating
mean of innovation. Real shifts happen due to deeper social processes such as: 1) change in the way
expert knowledge is used and created, 2) modular reorganization due to increased sensitivity to
individual differences, 3) reorganization of educational institutions, shift to commercialization.

Thus, considering ‘learning-centered’ approach (Mayer, 2010), all IT-driven innovations in
corporate education fall into ‘“TOOLS’ category. Even gamification is not more than information
structuring, context providing and engaging mechanism.

5. Impact of “Learning organization’ concept
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Concept of "learning organization" systematized by Garvin (1993) has imposed new restrictions
and requirements on the system of corporate education. Organizational learning is not confined to
individual training or development of its separate divisions. Gained knowledge, skills and experience
of the employees should be transformed in new strategies and policies of the organization, its practical
activities.

Introduction of such terms as tacit knowledge, competence-based approach, networking and
others changes the way executives perceive educational PROCESS.

6. Major results

Main findings are summarized in Table 1, which shows connection of the list of concepts
obtained by ontological analysis (right column) with three areas, which cause change in corporate
education (left column).

Learning NEW PROCESSES: Communities of practice
Organization Personnel rotation
Corporate networks

Shadowing
Buddying

Andragogy NEW FORMATS: MBA

Corporate university
Trainings
Edutainment
Couching
Facilitation

IT NEW TOOLS: Corporate knowledge base
Games

Business-simulators e-learning
platforms Knowledge
engineering tools

Table 1. Connecting corporate education causes of change and list of concepts

7. Implications

As given research is mostly conceptual it lays the foundation for further empirical study.
Investigated set of terms form meta-level ontology, which allows developing questionnaire for semi-
structured or structured interview. Based on the further study set of rules for choosing optimal
configuration of corporate education system may be obtained.
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Managerial Discretion in Emerging Markets: What’s New

Moustafa Haj Youssef, University of Westminster, United Kingdom
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Abstract

Based on a sample of six Arabian countries, our study examines the effect of cultural
practices on CEO discretion. Using a panel of senior consultants, we extend the national-
level framework of managerial discretion and find that an encompassing array of cultural
practices play a crucial role in shaping the degree of discretion provided to CEOs. We
empirically demonstrate that power distance, future and performance orientation along
with gender egalitarianism and assertiveness has positive relationships with managerial
discretion. However, institutional collectivism, uncertainty avoidance and humane
orientation negatively affect the degree of discretion provided to CEOs. As such, our
results indicate that executives are able to take idiosyncratic and bold actions to the extent
to which the cultural environment allows them to do so. Finally, we find new national-level
antecedents of managerial discretion that haven’t been considered in earlier studies.

Keywords: managerial discretion; CEO; cultural practices; GLOBE.

146



1. Research objective

Hambrick and Finkelstein (1987) originally conceptualized managerial discretion, latitude
of action, as a function of executive individualities (e.g. commitment to the status quo),
organization characteristics (e.g. passive board) and industry attributes (e.g. regulations).
Majority of research has focused on exploring each of these constructs (McClelland et al., 2010;
Peteraf and Reed, 2007; Quigley and Hambrick, 2012). However, very little work has considered
broadening the domain of discretion. Only recently, discretion has been examined on a national-
level (Crossland and Hambrick, 2011) by accentuating the impact of cultural values (e.g.
individualism, uncertainty tolerance, power distance and cultural looseness) on CEOs’ discretion
of public firms headquartered in several OECD countries. Despite, this attempt, considerable
opportunity still exist to examine the country-level characters that could affect executives’
discretion. Therefore, the aim of this study is to broaden the national-level domain of managerial
discretion and to examine such construct in emerging markets.

2. Theoretical background

Going back to the roots of managerial discretion, Hambrick and Finkelstein (1987) argued
that executives possess discretion if their actions fall within stakeholder’s zone of acceptance (in
this case societal culture) and the relative power of those stakeholders to object deviant actions.
Drawing on the former condition, executives are faced with environmental constraints if their
actions fall outside of society’s zone of acceptance. If executives implement actions that infringe
the acceptable practices within a particular society, these actions will be perceived as
objectionable. The perception of unacceptability of a certain action is a function of the prevailing
societal norms (national culture). As such, societies that differ in their cultural norms will
respectively differ in perceiving actions as objectionable. In this vein, Crossland and Hambrick
(2011) assessed the impact of cultural values on CEO discretion in several OECD countries.
They operationalized national culture using three societal norms: individualism, uncertainty
tolerance and power distance. Findings show that individualism and uncertainty tolerance are
positively related to CEO discretion, whereas, power distance is negatively associated (Crossland
and Hambrick, 2011). However, as the national level represents a new milieu in which discretion
is examined, there is a need to provide validity of its antecedents/sources. In the aim of having a
mature theory, researchers should provide empirical support for earlier propositions. Our goal is
to delineate the national-level foundations of managerial discretion in order to validate its
conceptualization and provide construct clarity, which is essential for achieving a mature theory
(Bacharach, 1989). Therefore, building on this logic, we investigate the effect of a broader set of
cultural dimensions on managerial discretion in a new under-researched cross-cultural context.

3. Methods

Sample of Countries.

We selected a sample of six emerging countries from the Arab world: Egypt, Kingdom of
Saudi Arabia (KSA), Kuwait, Lebanon, Qatar and United Arab Emirates (UAE). These countries
constitute an overwhelming majority of top 100 publicly listed firms in the Arab World (Forbes
Middle East, 2014). These nation-states have been heavily ignored by previous research in the
broader strategic management field. Besides, managerial discretion has not been studied in such
business environments, which makes our attempt an interesting opportunity to discover new
insights. More importantly, by using a different sample of countries, we provide construct
validity to managerial discretion (Wangrow et al., 2015) and shed the light on new verdicts.
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Measures

Dependent Variable: Managerial Discretion. Through the use of expert panel rating, some
scholars (e.g. Crossland and Hambrick, 2011; Hambrick and Abrahamson, 1995) attempted to
directly measure the degree of discretion. Following such technique, we sought discretion scores
from long tenured, prominent and highly experienced management consultants. These
consultants possess an extensive knowledge about various external (environmental including
market and country), internal (related to the firm) and even individual characteristics of CEOs’
headquartered in our sampled countries. We computed ICC (3,k) to assess the inter-rater
reliability, the ICC (3,k) by consistency instead of agreement was computed as the survey
question asked raters to make comparative rather than absolute judgments in regards to CEOs’
discretion in several countries (McGraw and Wong, 1996). ICC (3,k) coefficient was 0.86
indicating high inter-rater reliability (e.g. Chen et al., 1993; Taggar, 2002) and agreement of
ratings among consultants (James, 1982).

Independent Variables: Cultural Practices. Consistent with earlier studies (e.g. Basuil and
Datta, 2015); we derived cultural dimensions scores from GLOBE cross-cultural model (House
et al., 2004). We operationalized our independent variables using GLOBE societal practices
corrected scores for all countries except KSA, Lebanon and UAE. These countries were
excluded in GLOBE sampling. In order to avoid using geographical proximity and have more
accurate measures, we employed GLOBE Beta questionnaire and followed similar approach used
by House et al. (2004). We identified five distinct industries: Fast Moving Consumer Goods,
Medial Appliances and Equipment, Banking, Retail (Fashion and Accessories) and Real Estate
and Construction. We approached middle managers of domestic firms (57 firms in total)
operating in these industries. Participants had an average age between 30 to 34 years old, highly
educated with majority (83.7%) having an undergraduate university degree or higher and have a
position tenure of more than 3 years. Out of the 600 surveys sent, we received 375 completed
and usable responses. To verify the aggregation of individual scores to the societal level, we
computed rwg (j) according to James et al. (1984). The average rwg (j) for our respondents was
0.80 indicating strong inter-rater agreement and larger reduction of error variance. This is higher
than the traditional cut point of 0.70 (Lance et al., 2006). Also, we computed ICC (1) for all
society cultural norms, which was 0.16. Such value indicates that only 16% of variance is
attributable to between society differences. It is not surprising that with all the differences
between the studied societies only 16% is related to variance between societies. Accordingly,
these statistical measures strongly support and justify the aggregation of our respondents’ ratings
to represent the society level. Furthermore, average Cronbach’s Alpha for the 375 participants
was 0.88 indicating high internal consistency and strong relationship among the items
constituting the scales used in this study. Also, the average ICC (2) two-way random effect
measure (Shrout and Fleiss, 1979) was 0.96 suggesting a strong inter-rater reliability.
Consequently, these results indicate that our participants were highly reliable, consistent in their
society ratings and provided valid responses to be used for society level of analysis. Table 1
depicts mean managerial discretion and cultural practices scores for each country in our sample.
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TABLE 1
Managerial Discretion and Cultural Practices Country Mean Scores

Manaaerial Cultural Practices
Country Discrgtion
IC UA PD FO HO PO GENDERE AA
Egypt 4.0 436 3.97 4.76 3.80 4.60 4.15 2.90 3.91
Kingdom of Saudi Arabia 4.2 4.68 4.68 4.88 3.98 4.49 4.24 2.71 4.47
Kuwait 3.8 432 4.02 497 3.18 4.44 3.79 2.59 3.56
Lebanon 4.7 4,14 3.36 5.50 3.30 3.98 3.82 3.45 4.01
Qatar 4.1 4,78 4.26 5.05 4.08 4.79 3.76 3.86 4.39
United Arab Emirates 5.0 3.06 3.00 5.46 4.15 4.12 4.70 3.45 4.99
Analysis

In order to test the proposed hypotheses (1-9), we performed fixed-effect regression analysis in
which country level discretion scores generated from the consultant panel were the dependent
variables (262 diverse ratings), and culture scores were the independent variables.

4, Findings

Table 2 illustrates the bivariate correlations between discretion and the eight cultural
practices. At this simple level and as illustrated below there exist some correlation between
discretion and majority of the examined cultural practices. Such relationships indicate that
cultural dimensions are not fully distinctive from each other and that they cohere in a way that
suppresses statistical effects of individual dimension. For that reason, each variable was
regressed against discretion ratings simultaneously. By doing that, we avoided the multi-
collinearity among the variables and illustrate solely each cultural dimension effect on discretion.

After running eight separate fixed-effect models, results are presented in Table 3. We
argued in Hypothesis 1 that the more that a society practices encourage collectivistic behavior
the lower the discretion available to CEOs’ of firms’ headquartered in that society. Model (1)
shows strong negative and significant relationship between institutional collectivism and
managerial discretion (p<0.001), thus supporting H1. Model (2), which illustrates the
relationship between uncertainty avoidance and managerial discretion, indicate a significant
negative relationship (p<0.001) providing strong support for H2. H3, which postulates that
higher power distance practices have a positive relationship with CEOs’ discretion, has been
strongly supported as illustrated in Model (3) (p<0.001). As opposed to Crossland and Hambrick
(2011), power distance in this contextual environment has yielded positive impact on managerial
discretion. Moreover, H4, which argued that the more a society endorses future oriented behavior
the higher the CEO discretion would be, was also supported as per Model (4) (p<0.05). Model
(5) proves that the prediction concerning the impact of humane orientation practices on
discretion was in the same hypothesized direction. This provides strong support for H5
(p<0.001), which contended that in societies where humane orientation behavior is promoted,
CEOs’ would have lower leeway over their firms’ faith and form. H6 debated that the higher the
performance orientation practices in a society the greater the CEO discretion would be. Model
(6) proves this proposition (p<0.001). However, Model (7) exhibited opposite relationship. H7,
which argues that the more that a society encourages equality among genders, the lower the
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discretion available to CEOs’ of firm headquartered in that society, shows contrasting outcomes.
Indeed, the relationship is positive and strong (p<0.01), but in the opposite anticipated direction.
Lastly, H8, which argued that the more a society values assertive behavior, the higher the
discretion available to CEOs’ headquartered in that society, was positively supported as per
Model (8), (p<0.001).

TABLE 2
Descriptive Statistics & Bivariate Correlations

Model Model Model Model Model Model Model Model

Mean S.d W @ @G @ ©G 6 @O (8

Managerial Discretionl 4.3 1.74 -
Institutional Collectivism? 4.2 0.62 -.79* -

Uncertainty Avoidance? 3.9 0.61 -79* .89** -
Power Distance? 5.1 0.31 .84* -0.67 -.82* -

Future Orientation? 3.7 041 032 -0.14 0.09 -0.07 -
Humane Orientation?2 4.4 0.30 -75* 0.70 0.77* -82* 0.35 -
Performance Orientation2 4.0 0.37 0.63 -0.73 -0.40 020 0.62 -030 -
Gender Egalitarianism? 3.2 050 051 -0.17 -0.39 0.58 040 -0.06 -0.05 -
Assertiveness2 42 050 0.72 -0.50 -0.27 0.41 .85* -0.16 .75* 0.49

N! = 262; N* = 6; *p < 0.05, ** p <0.01.
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TABLE 3
Fixed-effect regression: The effect of informal institutions on managerial discretion

Model Model Model Model Model Model Model Model
1) (2) 3) 4) ) (6) (7 (8)

Constant 6.90*** 6.68*** -2.80 2.34* 9.36*** 0.62 2.64*** 0.97

*k*k

Institutional Collectivism
(0.15)

) . -0.60***
Uncertainty Avoidance
y (0.15)
) 1.40***
Power Distance
(0.32)
0.53*
(0.25)
-1.14***

(0.33)

Future Orientation

Humane Orientation

. . 0.91***
Performance Orientation
(0.26)
T 0.54**
Gender Egalitarianism
gafitart (0.20)
0.79%**

Assertiveness
(0.19)

F 16.37%** 15.18*** 18.59*** 4.47* 12.04*** 11.73***  7.34** 16.09***
R? 0.47 0.47 0.48 0.44 0.46 0.46 0.45 0.47

N = 262; * p<0.05; ** p<0.01; *** p<0.001

5. Conclusion

For nearly three decades focusing mainly on: the industry (e.g. Hambrick and
Abrahamson, 1995), organization (e.g. Kim, 2013) and individual (e.g. McClelland et al., 2010)
contexts, we built upon Crossland and Hambrick (2011) framework and broadened the milieu in
which executives matter. Our results extended the institutional framework of managerial
discretion by discovering new national-level antecedents that have a strong impact on CEO
discretion. While managerial discretion has indicated high context dependency, we observed that
few cultural dimensions (institutional collectivism and uncertainty avoidance) exhibited similar
effect in a totally distinct context. In this vein, we have been able to empirically validate the
national-level construct of managerial discretion. Also, we showed through our theoretical
framework that culture does not stop at individualism/collectivism and uncertainty avoidance
dimensions, but also an important array of other cultural dimensions play a crucial role in
shaping CEO discretion.
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Abstract

The purpose of this study is to explain how the experience of online users’ may
influence the curiosity and attention given to the news about terrorist events, analyzing
how they are influenced by electronic messages (eWOM). The results highlight the
importance of consumption and forwarding news about terrorist events, and the negative
influence of eWOM on sharing news on the internet. Furthermore, organizations will need
to give prominence to the credibility of information about terrorist events. This will have
positive implications on attention and curiosity given by consumers on the subject of
terrorism.
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1. Purpose of the research

The purpose of this study is to analyze the significance that social networks have on the
opinion formation about terrorism, through factors such as eWOM, credibility of information,
attention, curiosity, consumption and forwarding of online content. It is intended to realize how
the publication of information about terrorism may influence the opinions and attitudes of users
of social networks, comprehend if Internet users share and comment news/information about
terrorism. Understand if the eWOM influence the opinion, the credibility and the experience of
internet users in relation to news about terrorist events.

2. Research method

To test the hypotheses, was conducted a survey with users of social networks. Initially was
made a pretest with a sample of 20 individuals who were using social networks regularly, in
order to test the reliability of the scales through the respective Cronbach's alpha (Cronbach,
1951). All constructs and questions contained in the questionnaire are based on the literature
review, user experience of the Internet and eWOM (Lopez & Sicilia, 2013), forwarding online
content, curiosity (Ho & Dempsey, 2010), attention (Seabra, Abrantes, and Kastenholz, 2014),
consumer content (Ho & Dempsey, 2010), credibility (Chang & Hu, 2013).

3. Results

The items were subject to a confirmatory factor analysis (CFA) through LISREL 8.80
software (Joreskog & Sorborm, 1996), and then was built a SEM model. (See Figure 1 and Table
1)

eWON R*=0.60
0.48
(5.27)
Forwarding online
Information credibility about terrorist events contents;jtf&l tQI:] =
R=0.40

. . 0.35
Omline users experience 3.94

Attention given to online news about terrorist
Events B*=026

054
(7.78) Consumer contents about
- terronism B°=0.76
D
Curiosity given to online naws about terrorist Qﬂ‘ d
events. =047

Figure 1. Structural Equation Modeling
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Sid. T-
Coefficient walunesz
UOmline TTsers Expertence” (o= 0,871; p vcpu= 0LET)

W1 I zm in constant contact with others throuzgh =zocial- 086 1431
networks.

W2 Technology 1s my great ally m everything I do m oy Infe. 087 14 E1

W3 I spend many hours surfing the mternet mn a normmal week. 077 12.36

Information Credibility” (= 0,938; p .oey= 0,967}

a4 I thank the authors are dependable zbout what they write 0832 1435
on soclial networks about terrorist events.

WS I think the authors are honsst abowut what they write on 088 1591
soclal networks about terrorist evants.

e I think the authorz are reliable zbout what they write on 092 17.135
soclal networks about terrorist evants.

7 I think the authors are smcere about what theyv write on 0.96 1824
soclal networks about terrorist evants.

B I think the zuthors are trustworthy about what they write 094 17.70

on social networks about terrorist events.

EWOL (o=02913; p o= 0,913

e Pozts om =ocial networks gave me complstely 090 1520
wrelevanthighly relevant information for my opmion
about terrorist attacks.

1D Posts on socizl networks gave me completely usalassSrery 090 1815
uszafinl mformation for my opinion about terrorist attacks
Wl FPoszts on social networks gave me not helpful'helpfol 084 1441

encugh to give me an idea zbout terrorist attacks
Forwarding onlina content” (o= 0,973; p .= 0,97

W12 I fend to use the "Send this site to mo fiend” fimection mma 092 17.02
web site if [ find interesting topics about terrorist eavents.

W13 I like to forward my friends emails containing information 092 17.18
or opinions about terrorist events.

W14 When I receive a forwarded emzil with a friend opmion 094 17.6%
about tarrorist events, I will forward the email to her'him.

W15 I tend to forward my friends reviews on terrorism 1ssues. 083 17.96

W1Es I tend to forward many information in a typecal week about 093 12.0%

terrorist evants_
Curiosity” (o= 0.233; p wopu= 0,930

1T When I am watching some onlime news about terrorist 088 15.B5
events, I tend o get o mvolved that I loze track of time

W18 When I am actrvely interested in something about terrorist 092 1697
events, it takes a graat dezl to interrupt me

1%  Ewervwhers I gzo, I am ocut locking for new things about 094 17.67
terrorist eveants

20 Iwould dezcribe mavself az someone who actively seeks az 093 1720

much information as I can about terrorist events.
Attention' (o= 0958; p .= 0,96]

W2l How much mterest do vou hawve about reports/information  0.594 1737
over terrorizt avents.

V22 How much do vou want to zee reportsmformation owver 0.50 16.47
terronist events.

V23 How much do vou gat curtous about reports/information 0.93 17.33
about terrorizt events

V24 How much attention do vou pay to the reports/information  0.52 17.11

over tarrorist aventsT

Conzume onlme contant®™ (o= 0.209; p ...,=0.291)

V25 Eeazding web arficles or watchmg wideos mm mamstream 080 13.8%
mediz like social networks or online news.

V26 EReading web articles or watching videos in other sifes ke 0.93 16.60
YouTube and
blogzers

Table 1-Scale itams and reliakilities

4. Conclusions

4.1. Theoretical implications

Organizations should give prominence to the credibility of information about terrorist
events, what will have positive implications on the attention and curiosity paid by consumers
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about this type of content. The credibility of information is an important key in the disclosure of
content in cyberspace. Only the credible information increases the consumption and the
forwarding of news about terrorist attacks. Furthermore, the commitment of organizations should
be focused on the quality and not in the quantity. The growth of internet content that is
subsequently transmitted between users, contributes for the reduction of forwarding online
content about terrorism, thereby decreasing the existence of attention and curiosity by the users.

4.2. Management implications

Given the current context in which are emerging several social networks, with specific
target segments, it would be relevant to analyze user behavior in each specific network. It would
also be interesting to analyze the impact of eWOM on terrorism, on social networks, blogs and
virtual communities. Finally, it would be important to do more research to examine the attention
and curiosity given by the experienced online users to online news about terrorism.
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Abstract

Financial supply chain management and working capital management are
increasingly recognized as important means to increase profitability in a supply chain. The
physical product flow has long been addressed by researchers and practitioners. However,
now companies have identified the financial side of the supply chain as a promising area
for improvements. In our study we focus on improving the existing working capital
management model not only by introducing holistic collaborative supply chain perspective
to it, but also by optimizing it in terms of total financial costs.

Keywords: collaboration; financial supply chain management; working capital
management
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1. Introduction

In the field of supply chain management cooperation and collaboration of linked through
flows of goods, information and finance business partners (basic raw materials and components
suppliers, manufacturers, distributors, transporters, banks and financial institutions, etc.) are core
concepts. Research on supply chain systems has mainly focused on inventory cost, transportation
cost and cost related to goods procurement. However, there has been very little research work
that focuses on the flow of money (Kouvelis et al., 2006). For an effective supply chain the
management of upstream flow of money is as important as the management of downstream flow
of goods (Gupta and Dutta, 2010). From this perspective, working capital management as a part
of financial supply chain management has gained a lot of attention (Matyac, 2015) due to the
fact, that it is a way to accelerate the cycle time of working capital and increase the profitability
of the company in respond to financial volatility in business environment (Viskari et al., 2012).
Based on the collaborative supply chain concept, we develop the working capital optimization
model addressing the gaps of the extant models.

2. Research aim

The main aim of the research is to create coordinating model of working capital
management (WCM) in collaborative supply chains. To achieve the above formulated goal the
research trends and gaps of WCM in supply chains on the grounds of systematic literature review
were identified. The theoretical review revealed a lack of studies investigating working capital
management from collaborative supply chain perspective (Talonpoika et al., 2014). Besides,
coordinating mechanisms of working capital in supply chains hve received little attention due to
the fact, that the role of financial coordinators (financial 3PL providers) as core participants in
facilitating and enabling financial supply chain management has only recently been identified in
academic literature (Silvestro and Lustrato, 2014). The study addresses these distinct gaps by
developing coordinating working capital model suitable for three stage collaborative supply
chains, which is further verified on the grounds of case study of four collaborative supply chains
from selected branches of industry - project, automotive, ICT and pulp & publishing.

3. Research novelty

Scientific novelty of the research resides in proposed coordinating model of WC in
collaborative supply chains as a result of addressing an existing gap in the field of financial
supply chain management (FSCM). The model not only views the working capital management
from holistic collaborative supply chain perspective, but also eliminates the flaws of existing
models by including the DAO (days of advanced payments outstanding) component in
collaborative cash conversion cycle measure and improving the accuracy of the working capital
evaluation.

4, Research methodology

In 1995 Mentzer and Kahn published a framework of logistics research summarizing the
current state of the research in the field of operations research and supply chain management.
Based on publications in North American journals, they found out that it is heavily quantitative.
More recent studies also implement mainly quantitative methods (Talonpoika et al., 2014,
Wuttke, Blome and Henke, 2013; Hoffman and Koztab, 2011; Randall and Farris, 2009; etc.).
Following the tradition, the core of the research methodology is based on quantitative methods. In
compliance with the research goal of working capital optimization, the combination of scenario
analysis, goal programming and case method is used. Scenario analysis is implemented in order to
justify the inclusion of DAO (days of advanced payments outstanding) component in
collaborative cash conversion cycle measure. Goal programming is suggested as a method to
optimize modified collaborative cash conversion cycle (mCCCC) model for total financial costs
minimization based on mCCCC components as a variables, target levels of total inventory, total
accounts receivable, total accounts payable and total advanced payments outstanding as goals and
current levels of costs as constraints.
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The model obtained is tested on the grounds of case study of selected collaborative supply
chains from different industries.

5. Research results

The existing models of collaborative cash conversion cycle estimation have several flaws
that prevent the estimation of mCCCC from a holistic point of view. The scenario analysis
adapted for mCCCC evaluation purposes from Randall and Farris (2009) does not consider
several critical characteristics of collaborative supply chain — firstly, the lack of overlapped
interim payments as Viskari (2012) recommended; secondly, usage of measures not reflecting the
collaborative nature of supply chain and thirdly, separate scenario testing. To fix these drawbacks
and to provide a holistic view the coordinating mCCCC model (optimization mCCCC model) was
developed using goal programming.

The developed methodology of optimization mCCCC model assumes the possibility of lack
of feasible solution and provides two methods of prioritizing the goals — the weighted goals or
preemptive programming. If there is a feasible solution the methodology offers further
minimization of total financial costs function in feasible diapason.

The theoretical contribution retains in improved methodology of working capital evaluation
in collaborative supply chains. This result is based on introduction of optimization mCCCC
model providing holistic view to collaborative supply chains. The practical contribution of
developed model is its suitability for three stage collaborative supply chain and rather easy
implementation by supply chain management professionals, consultancy, 3PL or bank as an
intermediary or the decision maker for solving the problem of coordinating the supply chain.
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Abstract

This case study aims to show how the predominantly American based concept of
service-learning translates into the context of a European university. After a brief
introduction on service-learning theory, the practical implementation of
Volunteering@WU is introduced by discussing its stakeholders™ interests, goals, methods,
performance and evaluation procedures. Throughout six consecutive years that this
service-learning program exists it not only made a difference and caused positive changes
in lives of children with migration background, but also made a significant contribution to
socializing a new generation of WU students into volunteering practice. This case-study
shows that volunteering has a potential of becoming a future backbone of civil society,
when service-learning programs are aligned with community needs and organized in a
structured and sustainable way.

Keywords: volunteering, service-learning, third mission of university, Austria
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1. Goals of the research

This case study (Yin, 1994) aims to show how the predominantly American based
concept of service- learning (Frumkin & Jastrzab, 2010) translates into the context of a
European university. After a brief introduction on service-learning theory, the practical
implementation of Volunteering@WU is introduced by discussing its stakeholders™ interests,
goals, methods, performance and evaluation procedures. Consequently, the program
development within its 6-year-duration is addressed. Currently, the programming faces many
challenges which are discussed against the background of the future program development in
the final section.

2. Novelty/author’s contribution

The two theoretical roots of service-learning are connected with the oeuvre of the
educationalist John Dewey (2011) and reflect the idea of democracy as a participation “in order
to bring democratic values to life” and the idea of “learning from experience” or “constructivist
learning” (Zentner, 2011, p. 9). The seminal book on service-learning written by Eyler and
Giles (1999) provides an introduction to the topic from the experiential education perspective.
Another book on service-learning written from the non-profit perspective by Frumkin and
Jastrzab (2010) explains its American origins, gives a dynamic picture of its development and
offers information on the political context, in which service learning emerged in the USA. If we
turn to the corresponding European literature, it is less abundant and appears to take a wider
perspective on the issue of service-learning, including societal, educational and personal
dimensions (Kuppers, 2009).

Service-learning connects educational purposes with the delivery of social responsibility at
multiple levels (cf. Bartsch & Rei3, 2009, p. 10). The implementation of social responsibility in
secondary and higher education relates to an integral educational mandate, which aims not only
at providing professional qualifications, but also includes formation of personality and
transmission of values. Thus, following educational and learning strategy the sense of social
responsibility is encouraged among students in order to produce self-determined, critically
thinking and reflexive young people, which recognize themselves as a part of society that “looks
beyond one's own nose” and is prepared to take responsibility for him-/herself and other
members of society (cf. Klppers, 2009, p. 29). It should be highlighted that there is no adequate
wording in German to translate the service-learning phenomenon properly (Gerholz &
Slepcevic-Zach, 2015; Mackerle-Bixa, Rameder, & Patzl, 2015), that is why the original version
in English is used.

By 1980s service-learning programs became a mature phenomenon at high-schools and
higher education institutions in the USA. Around the world, according to a study of 23 nations,
in the 1990s service-learning programs became a common trend (Berry & Chisholm, 1999). By
contrast, such programs became visible in the German-speaking countries only by 2007
(Zentner, 2011, p. 9). In comparison with the European social welfare states, social engagement
in the USA, which is determined by lower standards of social security has a longer tradition.
Given the current political debate on the declining role of state social welfare function in
Germany, discussions on civic engagement of young people are gaining momentumand
service-learning is viewed as an appealingsolution to encourage the adoption of the Anglo-
Saxon “giving back to the community” attitudes (Zentner, 2011, p. 10).

The initiative Volunteering@WU (Lernen macht Schule), is an example for the
interdisciplinary service-learning approach. This initiative was launched at the intersection of
university, civil society and private sector’s interests by the Vienna University of Economics
and Business (WU) in 2010. This program is the largest university led service-learning program
in Austria. So far, Austrian faculty members are not as encouraged to incorporate service-
learning into their courses, as most leading American universities do in their competitive quest
for winning the best students, especially for master’s programs (Levesque-Bristol, Knapp, &
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Fisher, 2010). Hence, Volunteering@WU represents an example of a bottom-up initiative of
bringing the innovative practice of service-learning into existence.

3. Methodology

This case-study is written by a team of co-authors, part of them act as independent
researchers and part have different levels of involvement in Volunteering@WU. Such an
approach, combining insider and outsider perspectives (Gioia, Price, Hamilton, & Thomas,
2010) allows accomplishing goals of this study in a more rigorous way. The empirical data for
the study is collected from secondary sources. Given pioneer nature of the Volunteering@WU
initiative this case-study is exploratory and descriptive. The case-study represents analysis of
stakeholders, key program milestones, program achievements and challenges from 2010 till
2016.

4. Results

The Volunteering@WU initiative represents a successful experience of adopting
American service- learning based concept in the European university. Within WU this program
is a part of its commitment to Sustainable Development. As any new CSR initiative it would
have not been possible without support coming from the Rector’s office and project’s partners
REWE International AG and Caritas Vienna. Moreover, a constant stakeholder dialog driven by
project management team insures that all voices of program beneficiaries and founders are being
heard and considered for the benefit of further successful program implementation. Due to long-
term orientation that lays at the heart of this program it enabled extremely high commitment on
behalf of all participating stakeholders.

The key processes and supporting structures of the Volunteering@WU (Lernen macht
Schule) initiative described above resulted from the evaluation and development mechanisms
launched in the last 6 years. This work clearly shows that a successful bridge building between
students and children/teenagers from socially disadvantaged groups of population is much
more complex than simply pooling together or connecting both sides. Learning from each
other implies relationship building. Relationships in turn require adequate framework in order
to emerge and grow. Within Volunteering@WU (Lernen macht Schule) such framework
elements include intensive training and supervision of students (through further education and
advanced training, supervision, reflection and clarification of roles) and organization of the
corresponding settings for the learnbuddy activities.

The aim of bridge building and learning from each other at eye level is implemented
through cooperation of all partners from the educational, private and social sectors. Clear
jurisdictions and decision-making mechanisms contribute to constructive collaboration at the
structural level. Targeted exchange and reflexion opportunities facilitate emergence of
intensive and open feedback culture. By matching the know-hows of various project partners
orientation of the initiative in terms of strategy and content is enriched. Through participating
in Volunteering@WU (Lernen macht Schule) students contribute not only to better co-
existence with each other in society, they also learn how to settle complex societal problems
and to take social responsibility, which is a core competency of senior management of
tomorrow.

By initiating, implementing and encouraging such initiative as Volunteering@WU the
WU, shows that it takes seriously its third mission as a university addressing urgent needs of
civil society. Throughout six consecutive years that this service-learning program exists it not
only made a difference and caused positive changes in lives of children with migration
background, but also made a significant contribution to socializing a new generation of WU
students into volunteering practice. This case- study shows that volunteering has a potential of
becoming a future backbone of civil society, when service-learning programs are aligned with
community needs and organized in a structured and sustainable way.
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Abstract

The paper explores the strategic behaviour of almost 2000 Russian manufacturing
companies with regard to intangible resources. Cluster analysis revealed two types of
intangible-based strategy: innovation and relationship orientated behaviour. Nonetheless,
the majority (more than 75%) of Russian companies follow generic strategy preferring not
to intensify intangible resources.

Keywords: intangible resources, strategic behaviour, dynamic capabilities, Russian
companies
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1. Purpose

The paper explores, how intangible resource constitute the strategic behaviour of Russian
companies. The research question addressed in present study is about the types of Russian
companies considering size and industry belonging which prone to develop dynamic capabilities
with the aim to outperform their competitors.

2. Design/Methodology

The authors apply the resource-based view (Barney, 1991) and the concept of dynamic
capabilities (Teece, 1996) for analysis of strategic orientation of Russian companies. Firstly,
drawing on literature review the authors justify the significance of strategic behaviour on the
base of intangible resource in the context of developing markets. Secondly, specific features of
intangible resources in the Russian business context are discovered. Further, the authors analyse
the database of more than 2000 Russian manufacturing companies, which was collected in 2013.
The database is representative by size and sectoral distribution. The principal component
analysis is performed for in order to reveal different resource combinations used by Russian
companies. The cluster analysis allows to identify groups of Russian companies choosing a
particular strategic behaviour.

3. Finding

The study found out three clusters of Russian companies considering their strategic
orientation: R&D strategy, cooperation strategy and generic strategy. The companies following
the last type of strategic behaviour do not use intangible resources as a base for competitiveness.
The distribution of companies by type of strategic behaviour is as follows: 12.5% are oriented to
R&D strategy, 13% choose cooperation strategy and the rest of the companies use generic
strategy. The findings reveal that R&D strategy is implemented in large companies associated
with chemical, machinery and electronics sectors. To cooperation strategy are oriented large
enterprises dealing in manufacturing sectors of machinery and equipment and production of
vehicles and equipment. The econometric analysis shows that intangible-based strategy allow to
outperform competitors in terms of productivity and profit margins.

4, Practical implications

The study has several practical implications. Firstly, in Russian companies the awareness
of intangibles as a source of competitiveness by different tools such as trainings programs,
incentives policies, best practice promotion, should be developed. Secondly, policy makers can
enhance the use of intangible-based strategies by developing special financial policy for SMEs,
by strengthening institutions connected with innovation activities, by supporting international
collaboration.

5. Study limitations

The interpretation of results are restricted by using a cross-section data which constrain the
deep analysis of dynamic capabilities.

6. Originality/value

The paper investigates emerging field of intangible-based strategic behaviour in
developing countries using Russian business context as an example. Such focus emphasizes a
pivotal role of intangible resources in the new economy when companies are going global and
face challenges by developing dynamic capabilities. Empirical findings of a paper also
contributes to the empirical justification of the theoretical concept of dynamic capabilities in
particular context of developing markets.
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Abstract

The paper is based on an exploratory study into a new field of human resource
management — talent management in the Russian companies. The objectives of the study are
to examine the managerial interpretations of "'talents' and identify the context factors that
affect the talent management practices in Russian companies. More attention is paid to the
influence of the IT sector context on talent management discourse and practices. The
empirical data have been collected during comparative longitudinal case studies of the leading
Russian IT companies since the summer of 2015. The paper will contribute to the deeper
understanding of specific emerging country as well as sector effects so far insufficiently
covered in the theoretical and practical literature on talent management.

Keywords: talent management, IT sector, Russia
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1. Introduction and literature review

Nowadays the most significant challenges in people management for companies are to attract,
develop and retain people that companies treat as talents. These challenges become complex in an
unstable economy and uncertain situations for businesses. Despite the steady increase in the number
of publications, most of the articles are theoretical in nature, and only a small part of them contains
the results of empirical studies (Collings & Mellahi, 2009; Thunnissen, Boselie, and Fruytier,
2013). The only article of foreign authors on talent management in Russia (Holden and Vaiman,
2013) is theoretical. Among the small number of publications Russian authors can be noted an
attempt (Dymarskaya 2014) to provide a comparative analysis of interpretations of the term “talent”
based on the interviews materials. Empirical study (Latukha, 2015) of talent management practices
in Russia considers organizational factors in isolation from each other. The author acknowledges
the need to take into account consider the external context for the construction of an effective talent
management system, however, it has not been studied.

Academic publications point to the urgent need for a greater focus on multi-level context in
the managerial studies, including talent management research (Bamberg, 2008; Collings & Mellani,
2009). The scholars also note the importance of research in other contexts, different from the
Anglo-Saxon context, including emerging markets (Michailova, 2011).

2. Research design

The research problem that underpins the study is the lack of consistency in understanding of
contextual factors what prevents to identify both general and specific mechanisms of talent
management in the Russian companies in certain sectors of the economy. The theoretical basis and
methodology are framed by contextual approach, which is implemented in empirical research using
qualitative methods of data collection and analysis (Buchanan & Bryman, 2007). Under the context
in this paper the authors mean a dynamic set of processes and characteristics (factors) that influence
the phenomenon under investigation and that this phenomenon has the opposite effect (Mikhailova,
2011).

Raising the research issues the authors followed a “why and how” approach (Cooke, Saini,
and Wang, 2014):

What factors encourage Russian IT companies to be engaged in talent management?

How context influences the interpretation of the concept of “talent in the organization”?

What factors shape the practice of recruitment and selection of talents, their training,
promotion and retention?

Selection of IT-sector is not accidental. This is hardly the most interesting case of people
management in organizations in the conditions of uncertainty and agility. The authors conducted
longitudinal case study research in a number of companies, differing in size and history. The article
reflects the results of the study in two large companies of more than 1000 people, which were
created in the mid-1990s.

3. Results

The study revealed that drivers to work with best people in the sector was shaped by external
challenges to be an attractive employer in a competitive industry environment including labour
market. In has been also recognized that due to narrowing pool of available labour force IT
companies have to compete with other sectors and build the partnerships with other companies from
IT sector, public sector and non-commercial organizations and the state.

Analysing available data, we can justify the importance the role of the state in the developing
national IT sector and raising its competitive position and its attractiveness for talents. Recently the
Russian government has undertaken a range of steps. However, as acknowledged the interviewed
managers, these efforts have not yet felt, perhaps, their effect will be manifested over time.

Many IT companies invest in higher education institutions, disseminate information on IT
sector professions among young generation and contribute to creation of future labour market in IT
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sector. They also pay much attention to internal sources of talents and to development of internal
labour market.

These findings reveal a specific feature of talent management in the context of an emerging
market and demonstrate the interplay between the national, sector and organizational factors in
implementing talent management practices.

Sector and organizational factors strongly affect the definition of talents in IT companies. It
stems from the strategy and business model of the company. Almost all respondents mentioned
corporate strategy based on flexibility and variety of areas of IT development. Companies are
obliged to ensure the diversity of qualifications of all staff at a high level.

The research results show even if the company stands out the most effective category of
employees, which corresponds to the concept of ‘talent’, it is not fixed. The conditions for the
development are created for all personnel who get an access to educational and other resources.
Thus, IT companies demonstrate a practical solution to theoretical dilemma «exclusive vs.
inclusive” approach to talent definition, discussed in academic literature (Dries, 2014; Mondrus,
forthcoming).

Among internal organizational factors which shape TM in IT companies were named strong
corporate culture and values, the role of founders’ personality in its creation and support, high level
of employee engagement and professional and organizational commitment as specific features of
knowledge workers in IT sector. Failure of the internal resistance has been noted by respondents as
an important condition for the successful use of talent management tools.
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Abstract

The purpose of the empirical research is to determine the existence of relationship
between social capital of board of directors expressed through the presence of directors
with experience in governmental institutions and companies’ financial performance. In
order to achieve the goal information about the structure of board of directors and
financial performance results of 134 public Russian companies in 2012 and 2013 was
collected from open sources. The results of the research revealed the existence of positive
relationship between the presence at board of directors who are former public servants and
market capitalization of Russian companies. Significant models, however, were found only
for the market capitalization as the dependent variable, not for such accounting variable as
return on assets (ROA).

Keywords: board of directors, social capital, connection with government
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1. Goal of the research

The purpose of the empirical research was to determine the existence of relationship
between social capital of board of directors (SC) expressed through the presence of directors
with experience in governmental institutions and companies’ financial performance. Effective
management of SC can help the company to achieve steady competitive advantage due to access
to process of public administration, state orders, valuable information, ensuring stability in the
relations with the government. Results, received in the empirical research can contribute to
understanding the efficiency of the strategy of inclusion former politicians into the structure of
board of directors, potential benefits and shortcomings of this strategy.

2. Novelty

In the modern economy of the 21st century knowledge-based resources become the major
factor determining development of companies. Experience, knowledge, skills, abilities, relations
with stakeholders, forming the intellectual capital of the company, are sources of competitive
advantages. The subject of this research is one of the elements of the intellectual capital — a
social capital, which can be determined as a capability of the organization to extract future
economic benefits from the resources based on interaction with stakeholders (Volkov, Garanina,
2007).

Social capital as an element of the intellectual capital is generated not only by employees
working in the company but also by structural units and governing bodies which representatives
are not necessarily connected with the company the labor contract in its traditional view. Board
of Directors is one of the key mechanisms of corporate governance. Its members are not always
employees, insiders of the company. At the same time, board directors, having knowledge and
skills, experience, actually create a SC, which contributes to more effective accomplishment of
management monitoring and resource attraction functions (Hillman, 2005). SC is the demanded
subject for a research, having both theoretical and practical applications.

3. Methodology

Hypotheses of possibility of relationship between the SC and financial performance of the
companies, and of distinction of dependent variables in case of companies' connection with
different levels of the government structures (federal, regional, municipal) have been made. The
assessment of the directors' connection with the state was made on the basis of fixing the fact of
their work experience in governmental institutions over the last 5 years.

Research sample consist of 134 public Russian stock companies in 2012 and 2013. Two
indicators were used as dependent variables in the research: accounting indicator return on assets
(RoA) and market indicator logarithm of market capitalization. Testing relationship and all
hypotheses was done using methods of the regression analysis.

4, Results

As a result of the regression analysis it was succeeded to find positive relationship between
market capitalization and SC. It can be concluded that the market positevely evaluates the
availability of the companies' board members to possess communication with the state. Also it
was revealed that market capitalization differs depending on the level of the government
structures with which companies have connections. Thus, companies possessing communication
with the state at the federal level are characterized by bigger market capitalization.

Further 3 examples of the companies having SC of directors in aspect of communication
with the state, and at the same time not having the government among majority owners have
been studied («Farmstandart», «Lukoil Oil Company», «Korshunovsky GOK»). The results of
the research with these examples show that the strategy of inclusion directors possessing a work
experience in government institutions into the board of directors is justified. It proves that the
proper management of SC is an instrument to make essential impact on results of companies’
activities if it is integrated into the strategic management business processes.
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Project Performance Management: Traditional KPIs or Complex Adaptive
Principle?
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Abstract

The study is focused on the performance management approaches in project
management. While the field of performance management is developing actively, executives
are not satisfied with the traditional performance management. The author develops a new
approach to project performance management integrating four pairs of complex adaptive
leadership principles. Based on interviewing managers and project management practitioners
in more than 100 Omsk companies, the author confirmed the connection between utilizing
complex adaptive principles in project performance management and company’s
performance.

Keywords: project, performance management, complex adaptive methodology
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1. Introduction

During the past several years, performance measurement and management systems such as
KPIs and BSC have been widely spread (Kaplan & Norton, 1992; Demartini, 2014), and companies
have started to apply this approach to measure and manage the performance of projects and project
teams (Kerzner, 2013). At the same time, while the field is developing actively, recent research
revealed that more than half executives are not satisfied with utilized performance management
approaches (Deloitte Consulting, 2014).

Nowadays, the attempt to overcome the limits of the traditional insufficient out-of-date
management approach with its top-to-bottom centralized command chain has been sought in
adopting chaos and complexity theory in business and management (Stacey, 2011; Gharajedaghi,
2011; Obolensky, 2014). In the field of performance management, this idea is connected with the
concept of “simple rules” that do not constrain self-organization in a team and contribute to its goal
orientation (PMI, 2014; Wysocki, 2010).

This study is aimed to elaborate theoretical and procedural basics of project management by
investigating the connection between utilized approach to project performance management (PPM)
and project performance.

2. Materials and data

2.1 Building blocks for developing the PPM approach

The conceptual ground of this study is an interdisciplinary integrated approach combining
fundamental principles of complex adaptive systems methodology, project management, methods of
structural-functional and process approaches.

Based on complex adaptive principles (Stacey, 2011; Gharajedaghi, 2011) and “Four + Four”
model (Obolensky, 2014), an integration of four pairs of principles was considered as building
blocks of the PPM approach:

— “Implicit project purpose” and Explicit project objectives

— “Freedom to act” and Project constrains”

— “Ambiguity and uncertainty” and “Unambiguous feedback”

— “Project members’ skill and will” and “A few simple rules.”

2.2 Design of the survey

The study is based on a sample interview of representatives of Omsk companies that are
participants of the Presidential Managers’ Training Program at of Omsk F.M. Dostoevsky State
University in 2014-2015. Sample size is 108 managers of 120 participants.

The study is based on the results of the survey of PPM systems in the context of
organizational performance. The hypothesis put forward relates to the connection between the
performance of a company and its PPM approach: high-performing companies are more likely to
utilize PPM systems built on the complex adaptive principles.

3. Results

Research findings being presented are as follows.

1. The main objective of PPM is to focus project management practices to project objectives
attainment in order to achieve organizational performance. Thus, the PPM system utilized by a
company should lead to high performance. Despite the huge amount of publication in the field of
performance measurement and management (Demartini, 2014), more than half executives state that
their performance management approach “drives neither employee engagement nor high
performance” (Buckingham & Goodall, 2016, p. 12) and nearly 70 percent are evaluating or have
recently updated these systems (Deloitte Consulting, 2014, p. 45)

2. The survey revealed that formalized project performance measurement systems are used
mainly for assessing internal projects (nearly 75 percent of high-performers) while external projects
are not formally assessed. Moreover, no empirical evidence that high-performing organizations are
more likely to use standardized project performance management practices in comparison with low-
performing organizations has found.
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3. In order to find out a framework for development of a PPM approach, the author used
“Four + Four” module to score the interviewed companies. The comparison of each company’s
score and its performance level revealed that the companies with higher score demonstrate higher
performance compared to those which score poorly. Nearly 80 percent of high-performers and only
9 percent of low-performers have good (100-120 out of 160) and excellent (120 and more out of
160) score. Also high-performers demonstrate more balanced portfolio of principles utilizing them
in approximately equal proportions than low-performers.

These findings endorse the results of the Embry Riddle University research revealing that
companies adopting principles of complex adaptive leadership do better in revenue and EBITDA
growth (Obolensky, 2014, p. 135-136).

4. Conclusions

The theoretical study revealed that PPM approach based on complex adaptive principles
benefits in performance problem solving in comparison with traditional KPIs systems while the
empirical study has confirmed this findings statistically.

The research is expected to assist developing the new approach integrating last findings in the
Complexity Theory and project management practices.
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Abstract

Following the logic of resource-based view and dynamic capabilities, exploration and
exploitation concepts the present study addresses the concept of firm’s innovation
resources and innovation capabilities. Empirical testing of measurement model conducted
on the sample of 55 Russian industrial enterprises identified a set of six components of
innovation capabilities: financial, technological, informational (exploration and
exploitation), human and organizational. Information exploration component is found to
be the most important for firm’s innovation capabilities formation, while financial
component is found to be critical to form firm’s innovation resources.

Key words: innovation capabilities, innovation measurement, information exploration
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1. Introduction

Recent changes in global business environment forced firms to develop organizational
capabilities in order to obtain sustainable competitive advantages (Eisenhardt, Martin, 2000;
Teece, 2007). The need for innovation activities development has attracted scholars’ attention to
the study of internal factors connected with organization of operational process in innovation
field.

In conditions of strong competition innovations become an important source of high
performance results (Damanpour, 1994). The concept of innovation capabilities attracts
significant attention from innovation management scholars nowadays. Traditionally, there are
three major approaches to this phenomenon which treat innovation capabilities either as
resources (Parashar, Singh, 2005), or processes (Teece, 2009), or results (Ferdows, De Meyer,
1990; Tuominen, Hyvonen, 2004). Following the logic of resourced-based view (RBV) (Barney,
1991; Wernerfelt, 1984) and dynamic capabilities theory (DC theory) (Teece, Pisano, 1994,
Teece, 2009) we concentrate on firm’s internal innovation activities and base our arguments on
considering capabilities as processes and distinguish them from resources.

The aim of the paper is to offer measurement instruments for innovation resources and
innovation capabilities and identify key components of each category.

2. Theoretical model

Innovation capabilities are defined as a range of organizational characteristics and
dynamic abilities to plan, create and implement innovation resources in operational processes in
order to create firm’s core competences. This definition treats innovation capabilities as a
mediator of relationships between innovation resources and core competences in organizational
innovation system. Transformation of accumulated resources into core competencies is carried
out within the framework of innovation process where management practices are transformed
into routines and are maintained regardless of the personnel directly involved in the processes.

Management of innovation development in the framework of innovation system deals with
planning of desired profile of both innovation resources and innovation capabilities. The process
of development of this profile should include decomposition of element to the factors and
selection of proper metrics. On the basis of profound analysis of existing methodological
approaches to measurement of innovation resources, we identified five components formed on
the base of functional differentiation:

e Financial — ability to accumulate financial resources from different funds, efficiently
allocate them and use to fulfil strategic goals of innovation development;

eHuman — ability to form and manage employment patterns according to innovation
strategy;

e Technological — ability to find, develop and implement new and advanced technological
decisions for innovation;

e Information — ability to implement advanced IT in order to form and use flows of ideas
and inventions and defend intellectual property rights;

¢ Organizational — ability to balance managerial decisions in planning innovation resources
and organize efficient innovation process.

We put the same differentiation principle into theoretical justification of innovation
capabilities components.

3. Methodology & Results

As the structure of innovation capabilities was developed on the basis of theoretical
justification only, there is a need for empirical testing. To measure innovation resources official
forms developed by Russian Federal State Statistics Service in accordance with the Oslo Manual
principles were used. To measure innovation capabilities we developed a new scale with the total
number of indicators equal 37 and reflexing five characteristics of management practices: level
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of resource endowments, quality of resources, adequacy of resources, degree of use and the
dynamic of changes.

All respondents belonged to the industrial sector, presenting metallurgical production,
optics, equipment manufacturing and food industry. By the moment the sample is accounted for
55 companies. As for size and age of the companies, about 80 % were small and medium
enterprises and 20% - large companies with more than 1000 employees.

Basing on the results of explanatory factor analysis information factor of innovation
capabilities was divided into information exploration component and information exploitation
component. We checked both models (five factors and six factors (two information factors)) with
confirmatory factor and the second model showed better quality and reliability. Two types of
information capabilities were identified:

o] Information exploration defined as an ability to find, create and guide flows of
ideas and intellectual activities as a source for innovation stream;
(o] Information exploitation defined as an ability to implement streams of innovation

ideas and intellectual capital into innovation process oriented to the strategic goals.
The main results of the data analysis based on the confirmatory factor analysis are
presented in the Table 1.

Factors | Factor loadings

Innovation Resources

Financial resources 0,869***

Information resources 0,817***

Technological resources 0,787***

Human resources 0,712%**

CMIN/ RMSE
DE GFI AGFI TLI CFI A

1,915 0,935 0,674 0,906 0,969 0,105

CR 0,87

AVE 0,64

Innovation Capabilities

Information exploration 0,907%%*
capabilities

Technological capabilities 0,894***

Organizational capabilities 0,850***

Human capabilities 0,828***

_qu_ormaﬂon exploitation 0,816%**
capabilities

Financial capabilities 0,612***

CMIN/ RMSE
DE GFI AGFI TLI CFlI A

0,683 0,944 0,870 1,038 1,000 0,000

CR 0,93

AVE 0,68

Table 1. Confirmatory factor analysis results
Information exploration and technological capabilities are among the most relevant factor
for innovation capabilities development, while the most significant innovation resources are
considered to be financial ones. As for innovation capabilities, financial component, in contrast,
has the lowest factor loading. According to these results, firms should focus on the information
exploration process and create specific organizational culture for innovation activity.
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4. Conclusions

While the present study is on its initial stage there could be seen a high potential to both
theoretical and practical contributions. In terms of theoretical advances, it could provide some
interesting insight on internal structure of innovation resources and capabilities metrics, in
general, and, in particular, within a very specific context of Russia and emerging markets.
Practically, the results of the study could be useful to managers in terms of firm’s innovation
strategy development and planning of particular events for firm’s innovativeness improvement as
they can measure innovation contest of the firm and create potential profile for future
development.
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Markets Record High: The Case of Speculative Bubbles
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Abstract

Overvaluation on financial markets, high price volatility and quite rapid reduction of
emerging markets towards an investment behavior field in terms of predictive estimation
and forecast of further market changes. Hereby decision-making basis is a personal
investment understanding and, due to favorable business climate, could build up the
growth of irrational exuberance and speculative bubbles on financial markets.

This study models Market Certainty Index as a measure of asset overpricing and market
overvaluation in terms of a speculative bubble concept. The results also provide insights of
how to enhance the facility of overpriced assets studies at non-transparent economies or
emerging markets.

Keywords: speculative bubbles; financial markets; asset pricing; composite index; price

volatility; overvaluation; investment certainty; investment behavior; behavioral finance; efficient
markets
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1. Problem

The ongoing financial crisis has exposed the vulnerability of the most sophisticated financial
structures to systemic risk (Shiller et al., 2013). And providing the effectiveness of financial
stability implies an infinite development of systemic risk management and further intersectional
spreads (Beloglazova, 2012). High volatility on financial markets puts in charge of economic
studies the question of overpriced assets and market overheats. Under these conditions, even
though the market could possibly maintain or even substantially increase its price level, the further
outlook for financial markets into the future is likely to be rather poor and perhaps even dangerous.
Meanwhile, asset overpricing and investment exuberance depict the same phenomenon of financial
market behavior (or price changes) — the human consciousness. And particular price volatility on
financial market express investors’ certainty or anxiety, and reflect investment expectations of
further asset price (or composite index) movement. Thus, some sustainable economic growth
creates a sense among the investing public that such high valuations, and even higher ones, will be
maintained in the foreseeable future. The latter is fragranced with hints of new financial bubbles
(Teulings, Baldwin, 2014).

Initially, a concept of financial or speculative bubbles appeared in the terms of asset pricing
and market overvaluation, drawing on a wide range of published research and historical evidence of
the enormous financial markets boom. Taken as a whole, they suggest that the present stock market
displays the classic features of a speculative bubble: a situation in which temporarily high prices are
sustained largely by investors’ enthusiasm rather than by consistent estimation of real value (Shiller,
2000).

2. Current understanding and research question

An economic development and long-term price growth creates an exuberance on financial
markets by producing further gain of investment longs as though shorts reduction. Although,
particular marks of market record high differ by time lags, exploration intervals and analytical tools
preference, - that jointly construct a personal (both for individuals and companies) and widespread
investment strategies on financial markets.

Meanwhile, one way of how to measure a financial market overvaluation, that actually is the
overwhelming scientific solution, is the Cyclically Adjusted Price Earnings ratio) (the CAPE ratio),
which was developed in 1988 by John Y. Campbell and Robert J. Shiller (Campbell and Shiller,
1988). High levels of CAPE tend to be followed by poor stock market performance, not necessarily
immediately, but over long intervals of time (Shiller, 2015).

In addition to the CAPE, economists apply the Chicago Board Options Exchange Volatility
Index (the CBOE VIX, the VIX) in frame of the CBOE Fear and Greed Index.

Here is the question whether the CAPE measurement is permanently appropriate to
informational closed or non-transparent economies, such as China or the Middle East part, as for
advanced and developed countries either? If a gathering of corporate earnings data is a piece of
sophisticated research technics (regarding deep lacks of data openness), where is the way in which
economists should follow the so-called speculative bubble on financial markets? We suppose that
substantial answer would inspire the understanding insights of overpriced markets, opportunely.
Thus, should improve an effective preliminary caution of a speculative bubble existence before its
boom and decisive burst in due course.

Otherwise, why do we need some new benchmark if there are too practical the CBOE VIX?
On the one hand, the VIX based on the Black-Sholes model and call-put options on U.S. Standard
and Poor’s 500-Stock Index (or other countries modification such as Russian RTSI-VIX), but on the
other, the VIX is primary fixing lots of speculative trading and risk hedging, first. The latter
substitutes the key investment base illustrated by portfolio investors’ decisions that, we suppose,
actually depicted by assets’ price changes in case of a straight composite index motion, rather than
call-put options quantity on it.
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3. Research design and finding
For this point, in addition to the CAPE ratio, we propose Market Certainty Index (MCI) as a
complementary way to measure market overvaluation, particularly in data non-transparent
economies, where estimating of the CAPE ratio is rather complicated. MCI means an investors'
n-1
%| (1 +L), (1), where CP, =

TRodICPe_l

certainty degree on financial markets: MCI{' =

(P, — P._; ) - price changes from (t-1) to t (in case of stock indexes: index value changes from (t-1)
to t); n — certainty level; t - observable period; n >1; t >1. We attempt to suggest an appropriate
economic indicator of investors’ certainty by which market overvaluations can be empirically
estimated. Moreover, MCI generally matches a wide range of financial markets, not only stocks and
bonds but also any assets such as commodities.

We suppose, that providing a speculative bubbles’ review, economists primarily need to study
an investors’ behavior through the dynamic entity of assets buy and sell decisions, expressed by
price changing in the straight composite index motion (China Shanghai Composite or Hong-Kong
Hang Seng, Russian RTSI or MICEX, German DAX-30, French CAC-40, UK FTSE-100, EU
STOXX-600, Japanese Nikkei, US Dow-Jones or Standard and Poor’s-500, etc.). Thus, an
investors’ certainty depicted not only via speculative wishes in trading (by an options pricing game
on assets’ composite index) or insurance strategies (by buying put-options on assets’ composite
index).

Note that developing countries grant investors lots of bias across economic data both public
and corporate. Closed or non-transparent economies do not feel needs to clarify national statistics as
though business accounts. Recognizing these limitations, we conclude that MCI estimation is
permanently obtainable rather than the CAPE ratio across emerging markets. Furthermore, we
suppose that MCI becomes complementary to the CAPE ratio in case of advanced and development
economies.

4. Contribution and practical implications

This study models MCI in an economic environment as a measure of asset overpricing and
market overvaluation in terms of a speculative bubble concept. The results also provide insights on
how to enhance the facility of overpriced assets studies at non-transparent economies or emerging
markets.

An empirical estimation of speculative bubbles is a precautionary measure of market
overvaluation, providing supports of sustainable economic growth and development, data
transparency increment and inequality reductions. We also conclude that MCI assists the CAPE
ratio approach in case of developing countries and emerging markets as though as the CAPE ratio
complementary on advanced financial markets.

Based on composite price indexes, MCI is empirically countable for a wide range of financial
markets both developing and advanced. Moreover, non-transparent economies tolerate economic
data imitations, a priori, particularly, corporate earning values. Perhaps, the same also relates an
asset pricing on developing financial markets, but we conclude that price data-imitations on
financial market is rather complicated than earning data-imitations in corporate accounts. Thus, an
application of composite price index in terms of asset overpricing studies produces more practical
and reliable evidence of speculative bubbles on emerging financial markets.

Then, MCI expresses the ability of overpricing estimation on commodities markets as though
particular asset reviews, such as oil, natural gas, gold, cooper, or even some stocks and bonds
thyself. And we conclude, that adjusting exploration of commodities price discover the irrational
exuberance on commodities markets and its previous long-term growth, whose collapses have
crashed modern financial markets. Here is also a field of our further professional inspiration and
interest.
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Conceptual proposal: applying programming philosophy in strategic
thinking and teaching management

Dmitri Knatko, St. Petersburg State University Graduate School of Management, Russia

Abstract

This conceptual proposal studies possible practical applications of formal
programming language in explaining business logic. Among many learning points, one may
include rich possibilities of minimal notations of business functions as a “business code”,
using modular chunks of business code that may be shared and co-edited in different
environments, applying object-oriented design to structuring business and business
activities. The purpose of this research is to contemplate on idea of business programming
and to explore various possibilities of borrowing programming language and philosophy as
logic backbone and as a partial-substitute of natural language for teaching business logic in
management courses as well as for strategic thinking.

Keywords: teaching methods, object oriented design, strategic planning
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1. Research Purpose
Programming uses universal laws of logic, different levels of abstraction and ways of
thinking, ways of modeling data and working with data, including forecasting methods, creates
modular thinking. Learning programming helps you think about your data a bit differently and
gives you tools which may be applied to strategic thinking and teaching management in a very
peculiar way. Even basic taxonomy of programming has many explanatory potential even for
complicated issues of business, including things like data types, control flow, loops and
iterations, data structures, variables as a holder of data, functions and other variables, procedures
from procedural programming, objects and methods from object oriented programming. The
purpose of this research is to contemplate on idea of business programming and to explore
various possibilities of using programming language as logic backbone and a substitute of
natural language which may become an efficient tool in teaching management as well as for
strategic thinking.
2. Contribution
This research offers conceptual proposal of possible practical applications of programming
language in situations, such as: noting functions of business as “business code” algorithms and
modular chunks of business code, that may be shared (like chunks of code), criticized and co-
worked on in different environments, applying criteria of efficient/inefficient coding to business
processes, applying object-oriented thinking to structuring business and business activities,
extending approach to bigdata and corporate software (for example, business processes in
Bitrix24).
3. Methodology
Visualizing logic of business process through arbitrary programming language, e.g.:
- var current_inventory_r
- var procurement_size
- var procurement_costs
- var optimal_procurement_size
- var average_logistic_costs
- var critical_amount
- var production_order = (current_demand + demand_next_week ) *
If current_inventory < current_demand {
current_sales = current_estimated_sales * 0,6 // lost demand
forecast_sales = forecast_sales — CLIENT _x_sales
}
unless working_capital < current_procurement_cost {
do procurement.Order
}

4. Results

Current study represents author’s attempt at offering relatively new conceptual approach to
teaching business, creates possibilities for new research of things, such as Business Object
Oriented Language, Business GitHub analogue, etc.
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Championing Processes and the Emergence of Industrial Symbiosis: Case
of Yandex Data Center in Finland

Liudmila Kokoulina, St. Petersburg State University Graduate School of Management,
Russia

Liubov Ermolaeva, St. Petersburg State University Graduate School of Management,
Russia

Abstract

We combine championing and industrial symbiosis perspectives with an ultimate goal to
uncover the underlying mechanisms of industrial symbiosis. To study this emergent topic, we
conduct single in-depth case study of industrial symbiosis between Russian company, Yandex,
and local district heating provider in Méantsala, Finland.

Growing concerns about the environment and rising demand for IT services add to this
research practical importance. That is the fact because there is lack of research on how data
center creators could decrease an environmental footprint through collaboration with other
organizations such as municipalities, NGO, and other commercial firms.

We rely on existing (yet sparse) theoretical understanding of industrial symbiosis and
championing processes and conduct semi-structured and in-depth interviews of championing
of industrial symbiosis on both organizational and individual levels. Overall 15 interviews
were conducted with representatives of 5 organizations.

Keywords: industrial symbiosis, champion, championing, regional development
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1. Originality/contribution

Organizations are under increasing pressure to create more sustainable practices and
operations in their local regional contexts. In this regard, industrial symbiosis (IS) has emerged as
an important regional development concept, where organizations exchange material and resource
flows in a way which minimizes waste and creates mutual benefits to all actors. In particular, it is
defined as “engaging traditionally separate industries in a collective approach to competitive
advantage involving physical exchange of materials, energy, water and by-products” (Chertow,
2000, p. 330). Therefore, industrial symbiosis is fundamentally tied to regional and institutional
aspects, as is by nature a socio-technical phenomenon requiring understanding of social, technical
and political aspects (Geels and Schott, 2007).

Most of the research on industrial symbiosis has focused on the technical aspects of material
flows, waste management and resource efficiency (Chertow, 2000). Other stream of research has
started to focus on the actual management and organizational processes (for a recent review, see
Walls and Paquin, 2015). The latter literature has in general been examining and describing the
organizational network level. This has left little understanding of individual-level processes in
industrial symbiosis. Such processes are important, since establishing an industrial symbiosis a
complex relational effort, which includes individual-level agency (as suggested in inter-
organizational and championing literature, e.g. Klerkx and Aarts, 2013). We argue that lack of
understanding of individual-level processes consists a notable research gap.

2. Research aims

To address the above-mentioned research gap, we aim to analyze what is the role of
champions and championing in the emergence of industrial symbiosis. Champions are regarded as
individuals that stand out in their organizations in that they are innovative, prone to take risks,
exhibit transformational leadership style (Howell and Higgins, 1990). Such individuals typically
possess technical competence, knowledge about the company, knowledge about the market, and
political astuteness (Chakrabati, 1974). Thus, focusing on champions is very relevant in explaining
how industrial symbiosis relationships and systems emerge. We further focus on championing
processes, which refer to the different types of individual-level agency of champions within the
organizational context.

To understand the role of championing in the emergence of industrial symbiosis, we conduct
the following research design. We undertake an in-depth case study of a regional industrial
symbiosis focused on data center energy production using excess heat. We find that championing is
a process which is strongly linked to roles and activities, which change over time. We also find that
the championing processes are extremely contextual, as they require strong organizational and
institutional fit in order to be successful. Overall, our results contribute to the industrial symbiosis
literature, as well as to regional collaboration literature, by highlighting the individual-level of
analysis and showing the diversity of championing roles and processes.

3. Methodology

Our research design is constituted by a single case-study of industrial symbiosis emergence in
Finland at Yandex owned data center. We conducted 15 semi-structured and in-depth interviews as
a source of primary data. Secondary data includes on-site observations, reports, media news. As a
result of data analysis we provide detailed description of the championing process and roles,
interaction between champions, evolution of the champion roles, and effect of multi-level
contextual factors.

4. Results

We conducted a single case-study in order to identify multiple champions in the process of
industrial symbiosis emergence and to uncover the interactions among those champions enabling
industrial symbiosis successful implementation.

Championing process is multifaceted and non-linear. As our study shows there are several
stages within industrial symbiosis emergence time and on each stage champions can undertake
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different roles at different levels. One champion can play influence and power and collaboration and
connectivity roles at the same time, but at different levels. Moreover this champion can change his
role further. As we can observe with case of data center manager, who has passed through all the
champions roles at network and organizational levels. We also see that at network level all the
parties played their own roles at their own level, what likely presupposes the success of their
cooperation. On the other hand the case indicates that at different stages of project development one
champion plays more important role than another.
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Knowledge Creation and Knowledge Sharing on the Virtual Conference: a
Case Study of Disruptive Innovation Festival

Liudmila Kokoulina, St. Petersburg State University Graduate School of Management,
Russia

Abstract

Despite its growing popularity, relatively little is currently known about usefulness of
virtual conferences, what counts as successful participation, or how webinar sessions might
best be shaped to support scholars™ and other participants learning and knowledge sharing.
The present study aims to address this gap in existing knowledge by examining data gathered
from a web conference hosted by the Disruptive Innovation Festival (DIF). We ask what
constitutes webinar participation, what counts as successful and unsuccessful participation,
and how the format might be refined in order to maximize successful participation in future
online events. Furthermore, the research explores knowledge sharing behavior during the
online event with the goal to identify knowledge creation mechanisms. The present study
employs case study method, combining content analysis of participant contributions with the
analysis of questionnaire data gathered from participants.

Keywords: knowledge creation, knowledge sharing, online conference, multi-sided platform,
case study
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1. Research background

The growing use of information technology and the Internet has fostered the emergence of
multi-sided platforms (MSP). MSP is a broad concept that covers both offline and online platforms
(Hagiu, 2014). Such multi-sided events as conferences represent one of the types of multi-sided
platforms. Traditional offline conferences attract scholars, professionals and students due to its
educational, scientific and practical value (Moore et al. 2015). Online conference is comparatively
new phenomenon. Currently leading universities and educational organizations are developing
standards of online conferences (Sakas et al. 2016). However, many questions regarding the
possibilities of online conference remain unanswered. One of the research gaps is the mechanisms
of knowledge creation during online conference, in particular the dynamics of knowledge sharing
behavior (Paulin, Suneson 2016).

2. Research aim

The study is aimed to answer the following research questions:

What motivates users to participate in DIF? Which motivating factors are the strongest for
various users segments?

How DIF attracts users to participate and share their knowledge?

What constitutes as successful and unsuccessful webinar participation?

What are particular traits of knowledge sharing behavior for different users’™ segments?

How knowledge creation processes are structured for the conference participants?

3. Methodology

To answer these questions, we would analyze various information including web analytics
data, interviews with DIF organizing team members, participants and partners. Besides, to study
users™ expertise we could create small survey inbuilt in the user journey (e.g., after the registration,
during and after DIF webinars participation). Overall, the present study employs case study method,
combining content analysis of participant contributions with the analysis of questionnaire data
gathered from participants.

4. Results

The research is currently in progress. The preliminary results include literature review on
multi-sided platforms indicating the scope of the research field.

Participation in such events as conferences, exhibitions and trade fairs enables creation of new
knowledge thus should positively relate to the firm performance (Vlasov, Andreeva, 2015). The
enabling mechanisms are the following. Firstly, new knowledge could be created on-site (during the
event due to meetings with industry experts, competitors, potential clients). Secondly, participation
in multisided platforms (events) could help in solving ambiguous problems (those that could not be
easily identified and described).Thirdly, participants gain an access to a wider social network of
experts, distributors and clients. The effect of this mechanism could not be easily traced due to its
prolonged nature.

In our case, the processes of participation in conference webinars will be studied to
understand knowledge sharing behavior and knowledge creation mechanisms. The data will include
web analytics, interviews with DIF organizing team members, participants and partners, and a
survey for the webinars participants.
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Knowledge sharing for internationalization: the case of export promotion
program in Russian IT industry

Liudmila Kokoulina, St. Petersburg State University Graduate School of Management,
Russia

Abstract

The research aims to identify the knowledge sharing mechanisms underlying the
export promotion program (EPP) for Russian IT companies. Particularly, the research
studies the processes and effects of EPP organized by non-commercial organization
RUSSOFT. This program was conducted in 2014-2015 for approx. one hundred Russian
high-tech companies and included participation in several global trade fairs, exhibitions
and conferences, as well as series of seminars and webinars on legal, financial and
marketing aspects of internationalization. The research aims to uncover knowledge sharing
mechanisms that took place during these events.

Keywords: knowledge sharing, export promotion program, internationalization, IT
industry, Russia
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1. Research background

According to the RUSSOFT Annual Survey (2011), St. Petersburg’s companies are mainly
oriented to the US and Canada markets (50%), Germany (40%), Scandinavia (30%), and other
Western European countries (38%). IT companies from Moscow and other Russian cities export
less to Europe. Russian ruble fall caused increased interest in internationalization (export and
Greenfield investments) among Russian IT companies®.

RUSSOFT is an NGO founded in 1980s specifically to support the internationalization for
Russian IT companies. The range of RUSSOFT activities include seminars and webinars devoted to
legal, marketing and financial aspects of internationalization of Russian IT companies. Moreover, in
2014-2015 RUSSOFT launched an EPP including participation in several global events in Europe,
USA, and Asia. More than one hundred Russian IT firms have participated in this EPP.

2. Theoretical background

Numerous studies on export promotion programs (EPP) effect on export performance have
been conducted. Examples of cross-country and micro-level evidence on export promotion include
the following studies:

¢ On the effects on aggregate export performance: e.g., Rose (2007), Lederman et al.(2010)

¢ Analysis at firm-level using quasi-experimental methods: e.g., Gorg et al. (2008), Volpe and
Carballo (2010), Girma et al. (2009).

The major findings are the following:

e Export promotion agencies are more efficient than in past in raising exports;

e Export promotion works better with established exporters;

e Export promotion has more impact at the extensive margin within firms.

The explanation of knowledge sharing processes taking place in EPP could be provided
through various theoretical lenses. For example, exchange theory explained the concept of
collaboration as an outcome of the (service) providers realizing that the whole system has common
goals (e.g. the curing of the patient’s disease), but no single organization can possess enough
resources to meet the goal. Therefore, a lack of resources motivated voluntary cooperation between
the service providing organizations to achieve the common goal. In our case knowledge about
internationalization is a scarce resource for organizations. This means that the exchange depends on
the extent to which the organizations agree on the goals, functions, ideologies, cultures and
customers. After all, the motivation to engage in collaboration comes from the organizations,
because they decide whether to interact or not, based on their perception of the common benefits of
interaction. In other words, no actor within the network has a dominant position, as the resources
are distributed quite evenly. This proposition should be tested in the RUSSOFT case study.

New knowledge could be created due to participation in knowledge exchange events such as
seminars, conferences, trade fairs (Vlasov, Andreeva, 2015). There are three main enabling
mechanisms. Firstly, new knowledge could be created on-site while communicating with other
participants. Secondly, ambiguous problems (not easily identified and described) could be solved by
using weak social ties established during such events. Thirdly, participants gain an access to a wider
social network of experts, distributors and clients. However, lack of understanding of how these
mechanisms work prevents the organizations from most efficient participation in such events.

The research aim is therefore to understand which mechanisms play the major role for
Russian high-tech companies at the example of participants of RUSSOFT export promotion
program.

3. Research aims
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The research is aimed to wuncover knowledge sharing mechanisms facilitating
internationalization among Russian IT companies. In particular, the research is aimed to answer the
following research questions:

e How knowledge sharing mechanisms work in EPP?

e How knowledge sharing mechanisms work in online and offline events such as conferences,
trade fairs and webinars? What types of mechanisms are employed?

4, Methodology

The research is aimed to wuncover knowledge sharing mechanisms facilitating
internationalization among Russian IT companies. The explorative nature of this study calls for
single in-depth case study research approach. Research methods include quantitative analysis of the
Russian IT industry, and a set of qualitative methods: semi-structured and in-depth interviews with
RUSSOFT EPP participants and team members, as well as content analysis of media materials.

5. Originality/contribution

This research is still in progress. By now preliminary literature review is conducted. Besides,
RUSSOFT CEO agreed to provide support in data collection (survey and interview with
participants). The originality of this research includes several aspects. First, knowledge sharing as a
part of export promotion is a rarely explored topic. However, there are calls for research on
intangible value of EPP (Brewer, 2009). Second, the research is aimed to shed a light on the
Russian IT sector internationalization specifics. This could benefit both policy makers and
practitioners from IT industry willing to internationalize.
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Business Process for the Selection of the Raw Materials’ Supplier on the
Example of the Company «Yuzhtehmontazh»

Valeriya Kolobova, St. Petersburg State University Graduate School of Management,
Russia

Andrey Zyatchin, St. Petersburg State University Graduate School of Management,
Russia

Abstract

«Yuzhtehmontazh» is a small-sized operational company specializing on the
production of the customized metal frameworks. Currently, the operations are
unprofitable due to the high supply costs for the purchase of the main raw material (rolled
metal). Consequently, the goal of the current research is to find the ways for the
improvement of the supply process. The cost estimation methodology for the suppliers’
choice is used and the logic of the Balanced Scorecard system is being applied. As the result,
the identified flaws in the current supply process are to be battled with the help of the
elaborated analytical optimization tool, bringing the minimum of the supply costs, and the
scorecard helping to align the optimization measures with the long-term profitability of the
company.

Keywords: supply chain management, operations management
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1. Company’s Profile

«Yuzhtehmontazh» is a private limited company, which was founded in 2012, in the city of
Novocherkassk, Rostov oblast. The company is mainly involved in the production of the
customized metal frameworks; however, it also provides the installation services for the metal
frameworks produced either within or outside the company. The track record of the company
comprises 36 major projects including the assistance in the construction of the metal frameworks
for the Central Stadium in Sochi for the Olympic Games held in 2013. The customer base of the
company includes the various oil refinery plants, thermal power stations and mining companies.

2. Problem Statement

The company is continuing to gain annual financial losses during the last several years, which
poses the treat to the further commercial existence of the company on the local market. There are
several reasons for the current unsatisfactory financial results:

e The company’s production facilities are not operating up to their maximum capacity due to
the unsteady flow of the customer orders;

e Current operational business processes are not being analyzed properly.

As a result, the prime costs of the metal frameworks’ production are very high. The major part
of these is due to the purchasing costs of the rolled metal, which constitute up to 60% . The
revenues the company gets are usually lower than the production costs; therefore, the company is
unable to generate the positive net income.

2.1. Goal of the Research

The improvement of the business process for the purchase of the rolled metal in order to
reduce the costs of supply in the overall structure of the prime costs.

2.2. The Objectives of the Research:

e The revision of the current business process for the rolled metal supply;

e The development of the integrated analytical tool aimed at the reduction of the supply costs;

e The development of the practical recommendations for the alignment of the new tool with
the corporate strategy.

2.3. Authors’ Contribution:

The different methods of the network optimization are widely known, but not frequently used
in practice by companies. Moreover, the attempts to combine various quantitative approaches upon
the problem solving are not widespread. The authors propose the integrated optimization tool based
on combination of the transportation problem with linear optimization approach. Common tendency
towards the near-sighted optimization is avoided as well: the elaborated strategic tool helps to
undertake the consistent actions upon supply chain optimization that correspond to the corporate
strategy and long-term perspectives.

3. Methodology Used In The Research

1. Cost estimation method served as the basis for the development of the

analytical optimization tool (Ozol, 2014). Traditionally the cost estimation method requires
the calculation of the overall profits and expenses associated with the purchases from a particular
supplier. The most common expense articles include marketing costs, networking costs with
potential suppliers, customs, insurance, storage.

The method was adapted for the needs of « Yuzhtehmontazh» based on two major criteria the
company uses for the supplier’s choice: purchasing and transportation costs.

2. Balanced Scorecard has been applied in order to align the prime costs’ reduction

with the strategic vision of the company (Gorshenina, 2014). The four major perspectives of
the BSC were preserved, but the overall structure is simplified (Grigoriev, 2015). The number of
the strategic goals within each perspective — 2-4; the number of corresponding KPIs — 2-3.

4. Main Results

A. The revision of the current business process for the rolled metal supply
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Two major drawbacks of current business process for the supply of the rolled metal are as
follows:

e Inflexibility in relationships with suppliers;

Rolled metal market is traditionally sensitive to the fluctuations of the steel processing
industry (Baytukova, 2014). Currently, steel producers had cut their production volumes up to one
third, which led to the increase in the rolled metal prices. The majority of the long time suppliers of
«Yuzhtehmontazh» refused to provide any discounts for the rolled materials; therefore, it is crucial
for the company to investigate new sourcing opportunities (Kraljic, 1983).

¢ The high share of the supply costs in the overall prime costs’ structure.

The supply costs constitute more than a half of the total production costs, which currently
makes this activity unprofitable.

B. The development of the integrated analytical tool for the reduction of the supply
costs

The analytical tool was developed on the basis of the real operational issue the company faced
with in April 2016: a linear programming model was constructed and realized as ready-to-use
application in MS Excel file. The objective is to find an optimal order plan that brings the minimum
purchasing and transportation costs. Input data includes:

e purchasing prices per 1 ton of rolled metal assortment;

e maximum quantity of the rolled metal available at the suppliers’ premises;

e transportation costs.

There are two options for the transportation of the rolled metal purchased:

epick-up option of the metal from the supplier’s premises (the services of the side freight
forwarder are needed);

e transportation services offered by the supplier.

The optimal solution obtained may be compared to the factual decision made in
«Yuzhtehmontazh». The difference between the optimal and actual solution amounts to 4,46%.
However, this gap might have been more adverse. In case the objective function is now being
maximized, the worst possible decision that can be obtained. The difference between two solutions
is 18,15 %.

C. The alignment of the optimization tool with the strategic vision of the company

Balanced Scorecard (BSC) has been elaborated in order to make the activities upon the
reduction of the supply costs serve for the long-term increase of the company’s profitability.
According to BSC, reduction of the prime costs is one of the key factors necessary to increase the
company’s operational efficiency, along with the shorter length of manufacturing cycle and the
maintenance of the required quality. The introduction of the Balanced Scorecard may be seen as the
project activity (Brown, 2005) with the Gantt chart designed for this purpose.
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Innovative Work Behaviour in High Involvement Work System — View
through AMO Model

Sofia Kosheleva, St. Petersburg State University Graduate School of Management, Russia
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Abstract

The research aims to explore individual experience of employees' engagement into
Innovative Work Behaviour (IWB), along with personal and contextual characteristics as
possible antecedents of it, focusing on the corresponding Strategic Human Capital
Management approach — High Involvement Work System (HIWS). This is a cross-sectional
research; however it relies on introspection of employees’ performance during the
preceding year. The research revealed positive relationship between “HIWS” and
“intrinsic motivation”, “intrinsic motivation” and “creativity”, “creativity” and “IWB.
HIWS is still new for CIS countries: it increases employees' motivation, however does not
lead to the increased IWB.

Keywords: strategic human resource management, creativity, innovative work behaviour,
Russia
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1. Aim

The research purpose is to explore individual experience of employees' engagement into
Innovative Work Behaviour (IWB), along with personal and contextual characteristics as
possible antecedents of it, focusing on the corresponding Strategic Human Capital Management
(SHCM) approach — High Involvement Work System (HIWS). The specificity of contextual
characteristics is assured by emerging markets setting — all respondents were born in a soviet or
a post-soviet country, imprinting local traditions and values.

Kaplan and Orlikowski (2014) define among crucial current challenges for organisations
“making strategy under the uncertainties, posed by turbulent environments, intensified
competition, emerging technologies, shifting customer tastes and regulatory change”. This issue
leads to a higher interest in organisational innovation capacity, meaning excellence in
acquisition, filtering, and implementation of valuable ideas (Hansen & Birkinshaw, 2007). The
employees’ impact into the company’s innovation capacity could be both controlled and
routinized. As noticed by Drazin, Glynn, and Kazanjian. (1999), routinisation of innovativeness
means refusal from static approach and treating creativity as person’s psychological engagement
into a creative activity, which could be operationalised with the IWB concept. The latter is often
defined as “individual behavior, aiming to introduce and implement new useful ideas, processes,
products or procedures” (De Jong & Hartog, 2010). This suggestion is aligned with an
evolutionary approach towards innovation, leading to understanding creativity in a broader
sense as a problem-solving approach (Crossan & Apaydin, 2010). It is also aligned with the
recent shift to “experience economy”, which stimulates democratisation of innovation with
attention to empathy-based creativity (Pine and Gilmore, 2011).

2. Novelty

The strategic human capital management is perceived through a new lens — latent referent
standards of High Performance Work System (LRS HPWS) introduced by the authors.
Traditional approach to HPWS leads to focus on the practices. However, findings are often
inconsistent with the theoretical expectations, due to different process-related characteristics
(like HCM's strength or equifinality), or due to contextual factors (like institutional environment,
cultural or individual characteristics). Drawing on the Self-determination theory, current research
differentiates HCM strategies by resulting causality orientations of employees (Ryan & Deci,
2000). In particular, the research focuses on the High Involvement Work System, leading to high
level of Autonomous Orientations, meaning satisfaction of three innate basic needs of
employees: competence, relatedness, autonomy.

3. Methodology

Theoretical base forms AMO framework (Appelbaum, 2000). It helps to hypothesise that
motivation (M), opportunity (O) and ability (A) determine employee's engagement into IWB,
specifically assuming that “opportunity”-“IWB” relation is mediated by “motivation” and
“creativity”. This is a quantitative cross-sectional research, however it relies on introspection of
employees’ performance during the preceding year.

4, Findings
Research revealed positive relationship between variables “Motivation” — ”creativity”,
“creativity” — “IWB”. Opportunity was measured in three ways: Autonomous Orientations,

Organisation identity (Strategic orientation) and external opportunity (environment turbulence)
(HIWS). Autonomous orientations indeed foster motivation, however, despite high importance
of autonomy and relatedness for employees, the competence became to be a challenge for
assessment. Similar relation showed organisation identity. External opportunity (turbulence) was
used as a control variable along with the workplace location (city). Thus, the research revealed
that HIWS is still new for CIS countries: it increases employees' motivation, however does not
lead to the increased engagement into Innovative Work Behaviour or creativity development.
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The research accounts for a contextual specificity of emerging markets and individual
characteristics and corresponds to such fields as SHRM, HRD, M&A, change management.
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Abstract

This paper presents the results of a research which purpose was to find out relations
between characteristics of small and medium high-tech companies and availability of
financial resources. Our research was based on empirical data - two-stepped surveys in
2009 (60 firms) and 2012 (44 firms) in Novosibirsk region. The results of analysis
indicate that internal funds were the main source of financing, followed by partners’
resources, bank credits and state financing. Financial scheme close to continental model is
being formed in Russia; therefore growth of bank credits as main financing source of high-
tech business could be possible.

Keywords: high-tech companies, availability of finance, innovation system, empirical
study
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Research of high-tech companies’ financing problems is developed in the framework of
several theoretical economic approaches including financial theory (capital structure), innovative
economics (concepts of innovative systems), industrial economics and strategic management.
Our research is based mainly on the assumptions from capital structure hierarchy theory (Myers
u Majluf, 1984) and innovations systems concept (Carlsson u ap., 2002; Hughes, 2014; Isom et.,
2009).

Most publications which present empirical data from different countries are concentrated
on the forms of financing and their influence on the creation and development of high-tech
companies (Li Xiao, 2011; Oakey, 2003; Revest and Sapio, 2010; Deakins, 2013; EBPP, 2014,
Financing of innovative development, 2008; Bank of England, 2001). These works are marked
by heterogeneity of methodology used and results obtained. Few papers on Russian high-tech
companies could be found. It is necessary mention publications of EBRD (Diversifying Russia,
2007), report “TechUp” « (Medovnikov et. 2015). That is why research projects showing
specific characteristics of Russian high-tech companies not only provide important new
knowledge but also form arguments for industrial and innovative policies application.

Main aim of this paper is to find out relations between characteristics of small and medium
size high-tech companies and availability of financial resources for their development and
growth.

Research methodology

Our research is based on empirical data collected with the help of two-stepped surveys of
small and medium size high-tech companies. Surveys were organized in 2009 and 2012 in
Novosibirsk region; they were done in the forms of interviews and questionnaires. 60 companies
were investigated at the first step in 2009 and 44 at the second in 2012. Following questions
were included in financial block:

o What sources of financing were used by the company?

o What sources of financing are planned to be used for company’s development?

o How do you access attractiveness and availability of these sources of finance?

o How do you see company’s future?

Besides these special segments financial aspects were included in some general questions.

. What barriers do you meet in the development of your business? (estimated with
the help of 5-grades scale)

. What measures of support are required for the development of your business

(estimated with the help of 5-grades scale)

Following hypothesizes were tested in the paper:

1. Lack of financial resources is main obstacle for the creation, formation and
development of high-tech and innovative small and medium size business.
2. Companies need to attract significant external capital for their development and

growth. External financing is attracted according to special order which is based on capital
sources hierarchy.

3. Companies’ financial performance is not the same on different stages of their life
cycle. At the early periods firms have fewer possibilities to attract external sources than at the
more mature stages.

Conclusions

1. Main barrier for the formation and early growth of high-tech business deals with the lack
of financial resources. External sources don’t play important role due to the nature of high-tech
companies and low development of financial markets. Government substitutes to some extent
failures of financial markets providing companies with financial support.
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2. Some positive changes in high-tech companies’ financing sources structure took place
during the period of observations. Internal funds were and still are the main source of financing.
Partners’ resources were at the second position in 2009 with bank credits being at the third and
state financing at the forth. In 2012 bank credits got the second position followed by state
financing and partners’ resources.

3. As they get matured companies accumulate experience of cooperation with external
sources, get access to more resources and their financing structure becomes more diversified. At
the same time hypotheses about relations between company’s age and financing availability was
not confirmed.

Changes observed in the structure of high-tech companies financing could be explained by
the theory of hierarchy as well as by the concept of innovation systems. According to the
hierarchy theory companies prefer to use internal resources first in order to regulate risks of
creditors’ dependence and to avoid capital watering. In the case of internal resources lack
companies use debt; new owners with direct investments are less preferable.

Innovation system concept doesn’t suggest strict order of financial sources preference, it is
focused not on the owners and managers incentives but on general conditions of the whole
innovation system, characteristics of financial markets and their relation with firms of different
types.

Some common problems of high-tech business are related to long term effects and high
uncertainty of commercial perspectives; these problems exist in any institutional conditions.
Decisions made to overcome them differ as innovations financing is related to the financial
markets basic model, legal environment, corporate governance system and other factors.
Advantages of high-tech companies venture financing widely used in American system don’t
work in continental model. Financial scheme close to continental model is being formed in
Russia; therefore growth of bank credits as main financing source of high-tech business could be
possible.

Attracting more sources of financing by financial markets development is necessary but not
enough for rapid growth of Russian high-tech companies. System measures for business and
institutional environment improvement, as well as special tax, custom and industrial policies are
required.
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Employer Branding Practices for Young Talents in IT-Companies
(Russian Experience)

Dmitry Kucherov, St. Petersburg State University Graduate School of Management,
Russia
Andrey Zamulin, St. Petersburg State University Graduate School of Management,
Russia

Abstract

The paper considers the contemporary Russian experience of IT companies in
building the employer brand to attract and retain young talent. Focusing on employer
branding perspective and generation theory, we identify the major working expectations,
values and preferences of young IT-professionals and examine the efficient employer
branding practices used by 3 IT companies to cooperate with them in the conditions of
‘war for talent’.

Keywords: employer branding,employment values, IT companies, young talents
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Employer brand becomes one of the most popular ways to manage highly qualified
employees in the conditions of ‘war for talent’. It is based on the marketing paradigm and
requires a focused approach to the positioning of company’s image as an attractive employer in
the labor market.

The competitive advantage placed on the labor market in terms of ‘talent attraction and
retention’ will be achieved by organizations with positive employer brands that take an
innovative approach to the design and delivery of Human Resource Development (HRD)
initiatives to help employees develop expertise and maximize their potential.

In our research we focused on Russian information technology labor market and
considered the successful employer branding practices used to attract and retain young IT-talents
from external labor market.

IT labor market in Russia is highly competitive and the shortage of qualified IT specialists
is sizeable. Most of young IT talents are the representatives of generation Y or the Millennial
generation. Millennials are flexible, creative and open-minded. Meanwhile they are exigent and
are interested in challenging jobs and tasks. Millennials appreciate the opportunities of
professional growth — to move rapidly from theoretical knowledge to relevant professional
abilities and skills. In terms of HRD, it means that employers need to accurately develop
appropriate forms of professional training for young IT- talents.

The goal of the research was to examine the employer branding practices used to attract
and retain young professionals in IT-companies.

To explore primary employment preferences among young IT talent we conducted a
survey among 300 IT students from several universities in St Petersburg, Russia. We asked
respondents about the companies they would like to work for and also asked them to specify the
significance of different employer brand attributes.

Our analysis of the survey results indicated that when choosing an employer, our
respondents pay attention to several factors. The most important employer brand attributes for
them are:

e Interesting tasks;

e High salary;

e Perspectives of professional growth and development.

As the next step of the research, we constructed three mini-cases to explore the current
employer branding practices in leading IT companies on Russian market with the focus on HRD.

As seen from the experience of 3 IT-companies (T-Systems, JetBrains and Yandex), they
emphasize close cooperation with technical universities when building their employer branding
practices. This corresponds to the general trends with the other companies from ‘the best
employers rankings’. By launching special internal centers, laboratories and schools for young
IT professionals, these employers provide them with challenging assignments and enable them to
establish their practical skills. For IT Millennials, it is an outstanding way to test their own
strength and challenge themselves.

Long-term technical training activities are the basis of employer branding programs for
young IT-talents in successful IT companies in Russia. In fact, it is a relevant way to nurture a
qualified professional for the IT-team and improve his/her technical skills by involving them in
different assignments and projects and giving them a unique chance to study and develop
professional competencies. Thus, T-Systems, JetBrains and Yandex are familiar with
Millennials’ characteristics and needs. To be an attractive employer these companies give IT
Millennials ongoing training opportunities, meaningful assignments, consistent frequent
feedback, and personal acknowledgement. The common trend here is that IT employers organize
their HRD initiatives primarily to reinforce the hard technical skills of the Millennials. At the
same time for the majority of IT employers with flat organizational structures, project work and
foreign subsidiaries, the soft competencies (team working, interpersonal skills, decision-making,
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and leadership) could be also important. Thus, future research can explore how IT companies
can focus on developing both hard and soft skills to build their employer brand. This could be
based on collecting primary data from HR team and IT professionals currently employed in IT
companies. It is assumed that for IT Millennials who want to be successful in their career and
plan to occupy senior positions soft skills are as important as hard skills.

The findings of this paper also have important implications for IT employers. IT
Millennials is a specific employee group in terms of their expectations and hence. IT employers
have to carefully examine their needs during the recruitment and performance appraisal
procedures. By conducting regular employee surveys, IT companies could collect the necessary
feedback and modify their employer branding strategy and particular activities. Besides, it is
useful to explore the best practices from competing IT companies. Our mini-cases confirm the
idea that successful IT employers pay special attention to HRD initiatives when promoting their
employer brand to IT Millennials. In sum, the accurate employer value proposition (EVP) based
on the functional benefits of the employer brand (i.e. HRD initiatives) will depend on a number
of factors as listed below:

The specific target group (pupils with certain IT interests, IT students, IT graduates)

Training program’s purpose (to improve only hard skills or to develop both hard and soft
skills);

The content of the training program (narrow or wide set of training courses);

Additional benefits (scholarship, wage in conditions of short-term labor contract,
opportunity to accept the job offer in future);

The way how the training program is conducted (independently or in cooperation with
university or other IT companies);

Duration period of training program (short-term or long-term training program).

The findings of this study have significant implications for HRD practitioners. Employer
brand plays a critical role in recruiting and retaining talent. Therefore, HRD managers have to
identify the appropriate employer branding strategy by analyzing the core benefits (functional,
economic, and psychological) provided by employment and develop appropriate HR practices.
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Specific Features of the Relationships in Russian Agribusiness Caused by
Food Embargo

Olga Kusraeva, National Research University “Higher School of Economics”, Russia

The purpose of this paper is to describe how the food embargo influenced changes in
the relationships among Russian agricultural companies. To achieve the objectives the
gualitative research — focus group was conducted. The participants were selected from the
companies of Russian agro-industrial complex, who at the time of the study held the
position the position of senior or middle management personnel in the companies operating
in Russia. The research identified that there are desires for long-term partnerships,
priority of such characteristics as reliability and confidence in the company and its
reputation among Russian agribusiness. That illustrates that the companies of the Russian
agroindustrial complex are oriented to use the relational approach. The research identified
that among agricultural companies in Russia the relevance of the Relationship marketing
approach is increasing.

Keywords: emerging markets, Russia, agribusiness, B2B marketing
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1. Relevance of the work and problem statement

In August 2014, in response to sanctions by Western countries, Russia has adopted food
embargo on several products from the EU, the USA, Canada, Norway and Australia. The
restrictions have been set on meat and poultry, fish and seafood, milk and dairy products,
vegetables, fruits and nuts. This resolution has influenced significantly on the functioning of the
agroindustrial complex of the Russian Federation.

The process of creating agricultural products involves many participants, and as a rule each
of them operates on the basis of the short-term dual relationships with the following member of
the production process. However, the introduction of the food embargo changed the established
patterns of functioning of agribusiness in Russia, so the full functioning became impossible.
Companies were forced to build their activities according to the changes.

Researches on the development of inter-firm collaboration between agribusiness
companies in Russia as the rule focus attention on a certain regions (Syssiyeva, 2009; Grishaeva,
2010; Gayduk, 2014) or on a specific organizational forms for example clusters or public-private
partnerships (Popova et al., 2012; Mokrushin, 2014; Egorova, 2014; Serdobintsev et al., 2014).
Moreover, the quantity and quality of research is very different, so generalization is not possible.
In addition a special interest in research of this direction appeared only in the last two years, i.e.
after the introduction of the Russian food embargo. Therefore, the lack of studies of inter-firm
relations does not allow researchers to form a view on the features, which characterized
relationships between the companies of agroindustrial complex prior to the introduction of food
embargo.

2. Empirical base and research methodology

This paper is aimed to identify changes in relationships between companies in Russian
agroindustrial complex, caused by the introduction of the food embargo. A focus group
discussion of 9 top management representatives from Russian agribusiness represents the main
directions of changes. Three participants of the sample were running international retail chains
operating in Russia, and six respondents belonged to the producing sector of consumer goods,
with production facilities in Russia. That is why the empirical survey studies the situation from
various sides, revealing the peculiarities of functioning caused by the embargo from the
perspective of both retailers and manufacturers.

3. Main results of the study

The resulting conclusions represent important changes in relationships between different
actors of agribusiness. Retailers are changing their approach to finding and interacting with
providers toward building sustainable value chains. They have to seek partners among Russian
companies or among companies that did not fall under the food embargo. At that, it was noted
the use of marketing tools in order to build long-term relationships with partners. That is why,
the criteria imposed by retailers to their suppliers are gradually changing. A significant role is
played by the possibility of changing the conditions of supply and the ability to operate in a
turbulent environment. Also important criteria remain the reputational characteristics of the
supplier.

To compensate the assortment of goods with the desired quality, some retailers actively
developing their own production, showing a new for the Russian agricultural sector business
models. Backward integration of retailers is a rare phenomenon for the Russian economy. One of
the few examples is the company, named "Magnit" - the leading food retailer in Russia, which
began to apply this strategy before the introduction of the food embargo.

Manufacturers are also forced to seek new partners for the sale of their products and for its
creation, for example suppliers of raw materials. In addition, many companies work with
equipment that is imported from Western countries. And due to the political disagreements, the
negotiations on the continuation of cooperation become complicated. It is obvious that one of the
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significant difficulties faced by the Russian companies is the problem of building long-term
partnerships.

The results show that both retailers and producers (or in other words buyers and suppliers)
in Russian agroindustrial complex are moving toward Relationship marketing. Some of the
instruments mentioned by the respondents refer to interactional approach. According to the
research conducted by Smirnova (Smirnova, 2006) orientation on long-term relationships is
characterized by higher level of perception of both monetary and nonmonetary values. From our
study we can see that Russian agribusiness shows attention not only to the financial aspects of
interactions, but also to the intangible assets, such as reputation or brand. According to this in
connection with Smirnova’s research we can suppose that agricultural companies in Russia both
retailers and suppliers tent to build long-term relationships. And that is why understanding and
implementing of Relationship marketing technics become the theme of the extreme importance.
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Strategic Priorities and Patterns of Innovative Behavior of Large
and Small Companies
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Abstract

The paper focuses on revealing the contribution of companies of different scale to the
Russian innovation system and conducting a comparative analysis of their strategic
priorities and patterns of innovative behavior. The matching process was based on the data
collected through special studies of Novosibirsk companies. The results of surveys as well
as noted success stories of small innovative firms show that although innovation activity of
small business is much lower than that of large ones there appears a cohort of small
companies, which produce goods matching the world standards of novelty and focus their
activity on the global market.

Keywords: innovation system, innovative behavior, large and small
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The economic theory suggests a few approaches to estimation of small and large
businesses roles in an innovation system. One of the most influential economists of the 20th
century J. Schumpeter asserted that the agents that drive innovation and the economy are large
companies, which have the resources and capital to invest in research and development. This
statement was later developed by a number of prominent economists such as J. Galbraith and A.
Chandler, who wrote extensively about the scale and the management structures of modern
corporations. There is the opposite position within which it’s asserted that small and medium-
sized companies are more effective in innovations (create more innovations per worker) than
large ones. In a number of studies, the existence of a so-called U - shaped relationship between
innovative activity and the size of the company was justified. Evidently, this means that leaders
in innovation might be both small and super large companies. Nevertheless, after all this
research, the problem remains debatable.

To define the specific roles of large and small businesses in the innovation process a well-
known economist W. Baumol divided innovations into two polar categories: revolutionary
breakthroughs and incremental improvements. Baumol argues that revolutionary breakthroughs
come predominantly from small entrepreneurial companies, with large industries providing
streams of incremental improvements that together add up the major contribution to economic
growth.

The paper focuses on, firstly, revealing the specific contribution of companies of different
scale to the Russian Innovation System, and secondly, conducting a comparative analysis of their
strategic priorities and patterns of innovative behavior.

Data and methodology

The complexity of highlighting these issues is connected with a low information
availability due to both the innovation statistics imperfections and the unwillingness of the
companies to disclose information about the innovative side of their businesses.

In the matching process, apart from official data of State Statistics we used:

- data collected through special study of small innovative firms located in Novosibirsk
Scientific Centre®

- data collected through the survey of Novosibirsk companies executives in the process of
the Reindustrialization Program development (the Institute of Economics and Industrial
Engineering, 2015)

- data collected through special study of small innovative companies in the project
“Competing for the Future Today: a New Innovation Policy for Russia”

- rating agency “Expert RA” research of lagest Russian companies and business groups

- research of the New Economic School (NES) of the manufacturing industry

-others.

Conclusions

1. During the first decades of the 21st century, Russian enterprises demonstrate the low
level of innovative activity. Moreover, according to statistics, the innovative activity of Russian
companies directly depends on its size, so large business constitutes the core of National
Innovation System. Although large companies are in the center of Russian Innovation System,
the majority of them focus their innovations on the national market, pursuing the strategy of
passive technological borrowing. Innovation activity of small business as a whole is lower than
the average in Russia and much lower than innovation activity of large corporations. However,
the results of different surveys as well as noted success stories of small innovative firms show
that there appears a cohort of small innovative companies, which produce goods and services
matching the world standards of novelty and focus their activity on the global market. In general,

® The study was conducted in 2009 — 2010 by the group of researchers with the participation of the author. The
special questionnaire was worked out. The sample consists of 60 firms.
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it might be said that the nature of advantages of small companies are "behavioral™ and large -
"material”.

2. In general, small innovative firms of our sample are from high-tech sectors of the
economy and belong to the types of startups or specialized suppliers. Characteristic behavior
model for startups is innovative entrepreneurship comprising a selection and pilot introduction of
new technical ideas and searching for new market opportunities. As far as specialized suppliers
are concerned, our analysis showed that development and production of special devices,
apparatus, and software, as well as rendering of engineering services are the dominant sphere of
companies fallen into this category. Innovative development of specialized suppliers are mostly
determined by their customer requirements — Russian and foreign industrial companies, scientific
institutes, governments and security forces. Therefore, innovative objectives and behavior
models of specialized suppliers include integration into others’ technology platforms and
ecosystems using the mechanisms of strategic partnership, mergers / acquisitions, early
internationalization.

3. Large companies with a traditional business model are characterized by the existing
structure of commodity output and supply chain. Certainly, strategic focus of such companies on
operational efficiency and financial performance affects their innovation priorities.
Characteristics of innovative behavior of such companies include incremental product and
process innovations. The case of Siberian large and medium sized enterprises reveals that the
majority of them pursue a conservative pattern of behavior, their innovation goals focus first and
foremost on renewal and increase of production facilities. R&D activity as a platform for new
product development is considered as innovation priority only by a small share of surveyed
companies.

4. The major barriers to innovative development of Russian companies are financial and
demand constraints, imperfect institutional environment and human potential. The
representatives of the business community estimate the relative usefulness of support instruments
in different ways. Instruments of financial support (subsidizing the interest rates on loans, tax
incentives) are most important for small and medium sized companies, followed by training
professionals, public investment and government contracts. Understandably, small businesses are
more interested in the development of innovation infrastructure (industrial parks, technology
parks, technology transfer centers, etc.) while large and medium sized enterprises might be more
in need of highly qualified staff - managers and engineers. Unfortunately, the companies’
executives are still not fully aware of the importance of the cooperation and networking (support
for the creation of clusters, associations, cooperation with educational institutions and the
scientific community).

Undoubtedly, the balanced development of both large and small businesses is an important
factor of the effectiveness of the National Innovation System. Large business provides stability
of the system and supports the main trajectories of technological development. Small innovative
business often acts as the initiator and source of breakthrough innovations, facilitates the transfer
of new technologies, as well as plays an important role in the creation of new high-growth
companies. Taken together, the innovative activities of large business and small innovative
enterprises provide the potential for economic growth.

Critical influence to the effective functioning of the National Innovation System belongs to
the cooperation of its main actors: science, business and government. Moreover, the government
policy designed to stimulate innovations, should not be the same for all enterprises. It must take
into account the specifics of different types of companies - participants of the National
Innovation System.
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The Role of Joint R&D Centers Formation with Universities for MNES in
the Russian IT Market
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Abstract
In the article, the drivers and forms of university-corporation partnerships are

analyzed, and the role of joint R&D centers formation with universities as a strategic
direction of development for MNEs is discussed. As a result, a classification of university-
corporation partnerships drivers for MNEs was established, forms of such partnerships
are distinguished and compared, and joint R&D centers have been classified by openness
and level of involvement of the MNE in order to simplify and spill light on the choices
related to internationalization of R&D for MNEs on the Russian market.

Keywords: R&D, MNEs, collaboration platforms, knowledge sharing, IT market, Russia
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1. Goal of the Research

Rapid technological progress and globalization continue to accelerate international
exchange of high technologies by expanding cooperation and investment ties in the field of
scientific R&D and manufacturing of hi-tech products. Multinational enterprises (MNES)
constitute an important driving force in these processes (Kafouros et al., 2012) as they aid in
modernizing industries and economies by developing technologies, sharing knowledge,
supporting competition, and making available a wider range of better quality products through
engaging in ongoing innovation activities on different organizational levels. In return, innovation
development is considered to be a crucial driver for MNES’ contemporary growth and leads to
the creation of various benefits and ultimately the competitive advantage of the MNE on the
markets, where it operates (Ciabuschi et al., 2012).

Originally researchers believed that innovation production is a prerogative of the MNEs
home-country, assuming that the research centers at the headquarters have more impact on
innovation development. However, today it becomes evident that the expanding subsidiaries as
well present high potential for innovation development thanks to the access to tacit and explicit
knowledge of the local market (Gnyawali et al., 2009; Najafi-Tavani et al., 2014) through
esteblishing professional networks with local communities (Ambos et al., 2006), such as
Universities and research institutions (Lichtenthaler, 2011). The need for new mechanisms of
integration of science and business becomes even more important in the time of economic crises
and companies’ budget dificit, when it is challenging to invest in internal R&D. Another reason
for the internalization of R&D is connected to the rapid development of the scientific and
innovation infrastructure of higher education institutions in such countries as China, India and
Russia: on the bases of local universities strong international scientific laboratories are created,
which find high interest for collaboration from various MNEs.

Hence, in this article special attention is paid to investigating the peculiarities of joint R&D
centers formation with universities as a strategic direction of development for MNEs. On the
example of the Russian IT market different models of joint R&D centers are analyzed. The
results are then illustrated on the case of collaboration of EMC — one of the top suppliers of IT-
solutions, big data and cloud computing technologies in Russia and the world, and ITMO- one
of the leading Russian universities in the area of IT.

2. Novelty / author's contribution

The research is exploring very important challenges for global MNEs in a very specific and
understudied aspect of university-corporation partnerships. The results of the paper may be used
both by other researchers and practitioners, who are interested in entering the Russian market,
looking for new ways to attract young talent or are choosing among different forms of
collaboration with universities.

3. Methodology

The paper uses both secondary and primary sources. The initial results are based on an
analysis of prior scholarly research, while interviews with R&D centers' staff, MNE’s and
universities’ management are used to form the case of university-corporation partnership, which
is used to illustrate the points of the article.

4. Results

The formation of joint R&D centers in host-countries as a model of university corporation
partnership has a crucial impact on MNEs’ contemporary growth and might lead to the creation
of crucial competitive advantages for the company, such as attracting talents, getting market
knowledge, facilitating innovation, and enhancing reputation. As in recent years it was possible
to see a sufficient growth in the number of partnerships between the main MNEs in the IT
market of Russia and local higher education institutions, analyzing the drivers and types of such
cooperation activities explains how it is possible to create value by engaging in such ventures.
Although there are existing studies on R&D internatialization, the criteria for choosing the
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optimal form of university-corporation partnership are not evident enough. Hence, in this study
such forms of cooperation as joint R&D and educational centers are compared to establishing
corporate universities, educational programs on the company premises, contract research, and
others.

The results of this study may be used by MNE researchers studying innovation, HR
management or the importance of knowledge sharing in such companies. Practitioners who are
interested in entering the Russian market or are looking for new ways to attract young talent or
are choosing among different forms of collaboration with universities will be able to use the
synthesized models in their decision making.
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Marketing Practices of Russian Companies within the Context of
Financial Results

Daria Lagutaeva, National Research University — Higher School of Economics, Russia
Alexander Grigoriev, Maastricht University, the Netherlands
Olga Tretyak, National Research University — Higher School of Economics, Russia

Abstract

The main purpose of the research is to answer the question - do patterns of
marketing practices (MP) exist in companies of different financial levels? Based on
the international methodology of the Contemporary marketing practices project
accomplish that data with net income from SPARK database we divided 129
companies by groups of growth rate net income and applying the KNN method
analyse existent marketing practices patterns. As a result we find not random
distribution, and establish the existence of MP patterns within the context of firm’s
financial results. The results of the research can be useful for practitioners in
marketing budget optimisation.

Moreover, for scholars that will be a new research of marketing practices
science, and we will know more about the nature of business marketing. Moreover,
the research sheds light how methods of artificial intelligence can be used in
management and marketing science.

Keywords: marketing practices, marketing and finance, companies’ performance, KNN-
method, CMP, Russia.
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1. Introduction

The main purpose of the research is to answer the question - do exist patterns of marketing
practices in companies of different financial levels? In other words can we find any similarities
in marketing practices preferences in the group of companies combined by the net income
growth rate? We are going to explore such interrelation by one of the classification method from
the data mining. Today, with the development of disciplines such as data mining and machine
learning, many statistical methods are of inter-disciplines character. However, despite the
advantages of these methods, they are not as widespread among such sciences as management
and marketing. For example, method KNN (k-nearest neighbors) was used in less than 2%
managerial articles from the period since 1962 till nowadays (figure 1).

B Computer Science

M Engineering

M Materials Science

B Physics and Astronomy

B Chemistry

M Biochemistry, Genetics and Molecular
Biology

i Mathematics

il Medicine

[ Business, Management and Accounting

i Others

Fig. 1 Subject areas of publications with KNN method (source Scopus, 3569 articles,
period 1963-2016 years)

The theoretical understanding in the literature shows a general cross-country relationship
between marketing practices and firm efficiency. It is generally admitted that marketing creates
value for a company, e.g. by selecting profitable clients segments, choosing an appropriate
business model and strategic direction of the company. These are some of the most prominent
reasons why marketing and company’s revenues are closely connected (Doyle, 2000; Rust et.al.
2004).

The literature on marketing practices additionally explains several patterns for developed
and emerging markets:

1. Database technology is the main reason of increased effectiveness: companies should
switch marketing attention from markets to customers (individuals) and use analytical marketing
function - analyze clients flow (Sheth and Sisodia, 2002; Rust and Chung, 2006).

2. Markets should be aimed not only at the customer acquisition but also at the customer
retention (Sheth and Sisodia, 2002).

3. Marketing is mostly characterized by delayed effect in time, implying companies should
relate marketing activities with longer term effects (Dekimpe, Hanssens, 1995).

4. The consumer-company interrelation influence on the cumulative level of the marketing
assets of the company (Reinartz and Kumar, 2002).
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2. Methodology

Data was integrated from two database: marketing practices information was from CMP
Russia“ (contemporary marketing practices research) and financial information (net income)
from the SPARK database®. The number of observations is 129 companies. The companies were
ranged from 25% of the most unsuccessful companies to the group of the fourth quartile — 25%
of companies with the highest net income growth rate. Data analysis was implemented with the
help of RStudio statistics program 0.99.484 - 2009-2015.

Nearest-neighbor is a method of artificial intelligence. Classification is based on learning
by analogy, that is, by comparing a given test tuple with training tuples that are similar to it. For
the company with unknown financial quartile, a k-nearest-neighbor classifier searches the pattern
space for the k training companies’ quartiles that are closest to the unknown tuple (Han, 2012).

3. Results

To explore the data distribution we use graphical method in two-dimensional space (figure
2)°. In the bidimentional space there are points concentrated in one area. For example, the most
successful companies, blue and green, are located in the second and third quadrants of
transactional marketing. Furthermore, we can trace the positive correlation between marketing of
data base and IT, between IM and NM, and between NM and IT-marketing.
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Fig.2 Marketing practices within the context of financial results (blue: 25% of firms with
the highest Net profit growth rate (Q1); green: represents companies from Q2; red: companies
from Q3; black: Q4)

* For more information about the CMP project (contemporary marketing practices), visit the website http:/
www.hse.ru/org/hse/man/cmp/

® For more information visit the website http://www.spark-interfax.ru/Front/Index.aspx. The database provides
analytical information about companies, markets, industries in Russia, other CIS countries and Eastern Europe,
South-East and Central Asia. The data contains information of more than 7 million Russian

companies.

® The legend: Y - is number of company quartile depending Growth rate Net Profit; TM — transactional marketing,
DM - database marketing, IT - Internet technologies marketing, IM - interactive marketing, NM - network
marketing (the description and the calculations of marketing practices see in Coviello, 1997)
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The data was analysed with KNN method accounting the cross check of sub-samples. As a
result, k=10 with maximum matching index was chosen (table 1).

Table 1. Results of research implemented by KNN method with cross check
Optimal matching index

Method accuracy of Matching index K optimal
“training” sub-sample

76% 33% 10

Low matching index signifies that there is no general interrelation between types of
marketing practices and net income growth rate. However, the accuracy of the method is higher
than 25%, which means not random distribution.

Thus, we have proved the hypothesis about the difference of marketing practices sets in the
companies with different Growth rate Net Profit. The description of choosing a direction by
different financial groups will be included to the presentation. The presentation will cover what
is typical for companies with high Growth rate Net Profit and what marketing practices are
typical for companies from different quartiles.
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CEFR Levels of Oral Performances: Estimating the Task Difficulty as a
Tool of Independent and Responsible Learning

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

Abstract

The research deals with linking the speaking component to CEFR levels and provides
tools for estimating the difficulty of oral tasks. The subject-specific course “Academic
Communication Skills in English” (2d year, the GSOM) is at the focus of attention. The
research includes: the course programme analysis with the aim to link its components to
CEFR levels; collecting data on the tasks difficulty from students’ perspective; bringing
together the linkage results and the students’ perspective. The systematic approach to

linking oral tasks at all levels ensures the GSOM educational programmes consistency. The
research is in progress.

Keywords: language and communication skills, assessment, oral tasks, estimation of task
difficulty, linking to CEFR, responsible learning, student-centred approach
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The student-centred approach requires conscientious and responsible attitude of all parties
involved and draws to a large extent upon students’ informed approach to learning. An effective
way to make students aware of how to improve oral communication skills would be to set clear
signposts on the educational path indicating the levels of language mastery’. To do so, teachers
need to have a good understanding of how the difficulty of tasks varies®. For example, we
understand intuitively that a question “What job do you want to do in the future?” can be handled
at a low CEFR (Common European Framework of Reference for Languages) level, while a task
“speak on your career objectives; weight pros and cons of working from home vs. working in the
office,” can be offered at a higher CEFR level. Some features make the second task more
challenging and it is important for both teachers and students to be aware of those features.

1. Purpose of the research

As Bachman and Palmer reported (1996) the estimation of the task difficulty from both
teacher’s and students’ perspectives before students start completing an oral task improves the
students’ performance. The goal of this research is to provide some practical tools (grids and
tables) that will help teachers of English adjust their estimate of oral tasks difficulty to CEFR;
while the students of the Graduate School of Management (GSOM) can benefit from this
research by getting a better understanding of how to read the task effectively and respond
appropriately.

2. Research methods

The intuitive, qualitative and quantitative methods are used in the research. These methods
relate to each other and back up one another: texts and items difficulty from teachers and
students’ perspectives, or their subjective opinions; and the objective data, or difficulty and
quality indexes collected by means of the Oxford Text Checker® and English Vocabulary
Profile'® programs.

Within the qualitative method the students questionnaires on difficulty issues are to be
collected and analysed.

The intuitive method is used when the task difficulty level is being estimated (Alderson et
al., 1995). To link an oral task to a certain CEFR level we need to check with its

e topic (familiar/unfamiliar); it is clear that familiar topics are easier to speak on, while an
unfamiliar topic would be a hindrance for a starter; the problem is to sort topics according to
their complexity, and this is the problem the research approaches;

e concepts (concrete/abstract); as above, we understand that in most cases the concrete
content, e.g. “who is your employer?” is easier to deal with compared to abstract concepts like
“what moral obligations does your employer have?”; again the research provides guidance how
to link different concepts to CEFR levels;

e language functions; examples of language functions are provided for CEFR levels;

evocabulary (only frequent vocabulary/mostly frequent vocabulary/rather extended
/extended);

egrammar (only simple structures/mainly simple structures/limited range of complex
structures/wide range of complex structures).

Usually we choose between two consequent CEFR levels to pin the task to one of them.
The research offers the Grid for the Task Difficulty Estimation which helps teachers to do so.

"1,p1-2

84,p326

® The Oxford Text Checker available from http://keyword-checker.oxfordlearnersdictionaries.com/ (last visited
07.06.2016)

19 English Profile, the CEFR for English available from

http://www.researchgate.net/publication/275021429 The English_Vocabulary Profile as a benchmark for_assign
ing_levels to learner corpus_data (last visited 07.06.2016)
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3. Major results

The focus at the CEFR levels (B1 — C1) for all elements of oral assessment of the second
year students is crucial for this research, and its main result would be the linkage of the oral
assessment at GSOM to CEFR levels (B1 — C1):

e the list of competences that students need to demonstrate while completing oral tasks,

e oral tasks and

e the rating scales for assessing oral performances.

4, Implications

To my knowledge the students’ perspective is usually underestimated in CEFR linking
process. The implication of the research is that the opinion of the students should be taken into
consideration, which would set the GSOM educational programmes apart.

The scheme below illustrates the point that the logic paths for the teacher and their students
lie on the same language field measured by means of CEFR, however the teacher’s and students’
approaches are different.

CEFR

— T T

Teacher’s approach

Estimation of the task difficulty

) ' )

Competences Rating scale
/ /
“Can do” task Self-assessment
statements — < scale

T T T

Analysing the task for its successful completion

Student’s approach

As we can see, teachers and students read the same task with different goals in mind: the
teachers focus at the difficulty and the potential effectiveness of the task for educational
purposes; while the students have to analyse the task in order to cope with it well. Both
perspectives are important and should be brought together while mapping onto the CEFR scale.

The techniques described in the research can be used for teaching oral communication
skills in English at Business and other schools.
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Managing the Fuzzy Front End of Innovation by Lean Approach

Georgy Laptev, Lomonosov Moscow State University, Russia

Abstract
The first stage of the innovation product development (IPD) process is commonly

referred to as the “fuzzy” front end. This is zone of uncertainty where developers and
innovation companies typically suffer from a deficit of relevant information and lack the
meaningful customer insights required to formulate key features of new product and make
design decisions. In order to close the gap between potential customers and developers along
the IPD process, the paper presents lean approach to reduce feedback cycles and improves
efficiency of identification customer needs, insights collection and creation of possibilities.

Keywords: the fuzzy front end of innovation, innovation product development, lean approach
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The “fuzzy” front end of innovation is an area of search and zone of uncertainty and tacit
knowledge where activities are usually unstructured and often difficult to anticipate and perform.
They are crucial to successful outcomes of the innovation product development (IPD) process,
because a concept of a new product and its target specifications are determined here. This is the
stage where product developers and innovation managers suffer from a deficit of information and
meaningful customer insights. The development of a clear understanding of customers’ needs is
often challenging. It is not simply to adapt need information expressed by customers as solution
information to a company’s research and innovation product development [von Hippel, 2002].
Customers are often unable to describe their needs in a complete manner, or they do not know the
right solution [von Hippel, 2005]. And as a consequence, customers can hardly be expected to
deliver readily utilizable solutions. The methods for customer integration, in particular during the
“fuzzy” front end of innovation, allow for a creative but unstructured and unclear elaboration of
ideas. But it remains difficult to understand and interpret customers’ ideas and transfer them into
comprehensible requirements for development of innovation product [Ulwick, 2005].

This paper proposes the lean approach to achieve success in innovation product development
within established enterprises. IDP process was introduced in two stages: "Fuzzy Front End of
Innovation (FFEoI)" and "Execution of Innovation (Eol)". The FFEol stage was divided into the
following phases: (1)Opportunity identification, (2)Product idea management and (3)MVP (product
concept) development. The effective tools and techniques for managing the critically important
FFEol in each of these phases are developed and tested.

The main idea on the stage FFEol is to build quickly relevant product concepts in a form of
minimum viable products (MVPs) through iterating and pivoting based on market feedback. Then
the MVP, selected based on market/customers acceptance, proceeds to the further development in
Eol, more structured stages of IPD process. The lean approach, initially developed for startups
[Ries, 2011; Blank, 2013], is adopted for the case of established enterprises. In the model proposed
here the agile/interactive approach, in contrast to the traditional "waterfall" approach developed
previously by R.Cooper (2001), allows us to overcome uncertainty of the initial stage of the IPD
process more successfully.

Entrepreneurial behavior and key competences in entrepreneurial management are important
for product team which is operating in FFEoI stage [Laptev, 2014].
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Profitability and Risk-Based Capital in the Korean Insurance Industry

Keun Ock Lew, Seoul National University of Science & Technology, Korea

Abstract

The paper empirically examines the effect of insurers’ RBC (risk-based capital) ratio on
their profitability, using a dynamic panel estimator model with GMM (generalized method of
moments). Insurance is traditionally considered as a regulatory business in which insurers are
required to secure more than a minimum capital ratio set by the government. In addition, the
RBC ratios of insurers are quarterly revealed to the public in Korea. Financially weak
insurers with a lower RBC ratio would be hard to attract profitable policyholders or
customers because policyholders may worry about possible insolvency of their insurers.
However, the cost of capital raised from stockholders is the higher than the cost of debt
money, according to the pecking order theory. The test results reveal that both the RBC ratio
and the accountng capital ratio affect positievely the profitability of Korean life insurers. The
results justify the regulatory requirement of a higher RBC ratio, as a measure of financial
strength for insurers.

Keywords : insurance, RBC ratio, capital, profitability
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1. Purpose

The paper empirically examines the relationship between profitability and risk-based capital
ratio of the Korean insurers. Insurance is considered as a regulatory business in which insurers are
required to secure more than the minimum capital ratio. According to the pecking order theory, the
cost of capital raised from stockholders is the higher than debt money. So the higher the capital
ratio, the greater the cost of raising fund leading to the lower profitability of insurers. However,
financially weak insurers with a lower capital ratio would be hard to attract good customers because
policyholders may worry about the possible insolvency of their insurers. In a competitive market,
we can assume that financially strong insurers can charge a higher insurance premium than
financially weak insurers for a similar insurance product. In this sense, the higher the capital ratio,
the greater the sales volume or revenue leading to the higher profitability. Therefore it is needed to
investigate empirically the relationship between profitability and the capital ratio of insurers which
IS measured as risk-based value.

2. Data and Methodology

The data is obtained from the Korean Insurance Association and the Financial Supervisory
Commission of Korea. The paper employs a panel data for the empirical analysis and the date
period is from 2010 to 2015. The Financial Supervisory Commission of Korea started to disclose
the risk-based capital ratio of Korean insurers in 2010. Profitability of insurers is measured as the
ratio underwriting profit ratio, e.g. 1 minus loss ratio (i.e. the relative ratio of actual loss payment to
premiums earned). For the empirical test, the paper takes regression analysis as below, in addition
to the examination of basic statistics.

Yit=oag+ Bl RBCii1 + Bz SIZE ; + Bg RISK i + B4 PRODUCT i+ B5 YEAR i + € it

where Y it = underwriting profit ratio of insurer i at time t, RBC .1 = risk based capital ratio of

insurer i at time t-1, SIZE i = firm size measured by total asset of insurer i at time t, RISK j; = risk
size measured by the Financial Supervisory Commission of Korea, PRODUCT ;= product mix of
insurer i at time t, YEAR j; = age of insurer i at time t, € j = error term.

3. Results and Implications

The paper summarizes the test results and draws policy implications for insurers as well as the
supervisory authorities. Therefore the paper can suggest an optimal or adequate capital ratio that can
maximize the value of insurers.
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The Role and Tasks of IT in Russian Companies — A Survey
of the Status Quo

Tatiana Lezina, St. Petersburg State University, Russia
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Kornej Reimer, St. Petersburg State University, Russia
Andrey Saltan, St. Petersburg State University, Russia

Abstract

IT penetration of the core business processes in companies in recent decades has
increased continuously. Moreover, the business agility is strongly influenced by the IT
agility, making IT an important factor that can contribute to the competitiveness of a firm
in its markets. Increasingly, this requires IT to be no longer merely ""enabler' of business
processes, but also to contribute to innovation in the technical side of the business. Thus,
the role of IT has changed considerably over time, at least from an academic point of view.
This paper explores the current role of IT in Russian companies. In particular, whether
companies really adopted this broader perspective that views I'T as more than just a cost
factor or, at best, reactive enabler of business.

Keywords: role of IT, IT tasks, IT business alignment, chief information officer (C10), IT
management practices, CIO roles and responsibilities.
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1. Introduction
From an academic point of view, the role of IT in organizations has changed over time
according to the logic described by Kief3ling, 2012:

1. IT as support function (1960 — 1975)

2. IT for increased efficiency (1975 - 1990)

3. IT as enabler (1990 — 2005)

4, IT as driver for business innovation (2006+)

Existing researches conducted in Germany (Nissen and Termer 2014) and the United
States (Luftman and Derksen 2012, Luftman et al 2013) prove that companies generally follow
this IT development logic. At the same time, there is a marked lack to view IT as a driver of
innovation. This neglects the central role IT could play in many branches of industry,
particularly in the service sector. With a combination of technological know-how and a profound
understand of the business side of its company, the IT department can be of crucial importance in
creating new and improved products and services, business processes or business models.

Until now, there is almost no evidence for the Russian-speaking area how these changed
spheres of responsibility are accepted, processed and realized by IT management.

By means of an online survey now the state of play of IT management in large Russian
enterprises was recorded. In this paper, the focus is on companies’ current attitude with respect
to the role and main tasks of IT.

2. Methodology

The target group of our survey was overall responsible IT decision makers (also CIO, IT
directors or IT heads). The data was collected by using a database of Cl1Os and personal contacts
to Russian companies to get the required interviewees. The existing data set is limited to 48
complete replies.

Company size distribution: 22 (46%) of the companies in our study have more than 500
employees, which is regarded a “big company” in Russia, 13 (27%) companies have less than 50
employees - they are “small companies”. Other 13 (27%) are medium-sized companies.

Companies from different branches of industry were surveyed: from IT and Education to
Energy and Finance. However, more than 50% of respondents work in companies from IT,
Machine Construction and Telecommunication branches.

Only 7 (15%) respondents have indicated that their company is presented globally around
the world, while 22 (46%) work for companies that operate exclusively all over Russia. The rest
of them work for local companies that do their business only in one federal district of Russia.

The questionnaire consisted of five sections with the following themes:

e Contact information of the person answering the questions (section 1)

e Personality characteristics of the CIO (section 2)

e Company characteristics (section 3)

e necessary spheres of competence for CIO from CIO’s point of view (section 4)

e rating of importance for C10 tasks (section 5)

A total of 62 questions were asked, with half of the questions relating to the sections four
and five of the questionnaire. In section four opposite characteristics were shown as opposite
poles (semantic differential) and rated with the help of a five-step scale. In section five the IT top
managers had to rate the relevance of tasks on a five-step scale.

Our approach was to investigate, whether the attitude of Russian companies towards their
IT-department could be clustered in a reasonable way. We combined the results from sections
four and five of the questionnaire, focusing on the spheres of responsibility as well as
characteristics of CIOs in Russia. In a second step, highly discriminating variables were
identified by building classification trees for better understanding, interpretation and description.
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3. Results

The study underlying this article aimed for an initial assessment of the role and tasks of IT
in Russian companies, based on empirical data. By summarizing the result, it can be stated that
the role and functions of IT in Russian companies to a certain degree depends on the branch of
industry and can be divided in the form of three cluster that we describe in a catchy manner as

1. IT Strategists
2. Business Enablers
3. Isolated Technologists

While many of these tasks have a technology focus, it is worth mentioning that the
interviewed CIOs understand the importance of knowledge management and training of the IT
staff as an important resource of the organization. The majority of Russian companies demand an
increase of information security from their top IT-managers, which points to common problems
with security breaches and data loss. Taking a closer look at the individual clusters, the following
statements can be made:

IT Strategists: companies could be characterized by deep IT knowledge and a strategic
approach to IT. Moreover, there is a certain awareness of the CIO that IT is a medium to achieve
more competitiveness. However, the focus is on IT cost management and not on driving business
innovations in this cluster.

Business Enablers: the IT top management in most of these companies does not focus so
much on IT cost management, and puts less stress on strategic IT tasks as cluster one. For them
business process reengineering is an important task, however, they consider a lower level of
importance for the communication between IT and business representatives.

Isolated Technologists: the communication between IT and business departments shows
the lowest value of all three clusters, matching the technology orientation and low business
knowledge of CIOs in this cluster. Technological tasks, such as network management and
information security are ranked important.

Overall research conclusion is that today the role of IT in many Russian companies is at
best an enabler, often just an instrument to increase efficiency, and in a sizeable number of cases
still only a support function.

Future research could also aim at examining the criteria for choosing IT managerial staff
and map this to the characteristics and requirements of the respective industry.
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Abstract

This paper investigates the disparities in European countries using statistical
indicators to measure gaps in public health systems resulted from the implementation of
eHealth and life quality, these being the ultimate goals of health systems. The paper also
compares, in terms of eHealth, the efficiency and sustainable development of public health
systems in European countries, including a classification of countries resulted from a
composite index related to the degree of adopting eHealth, and a global index of adoption
of eHealth, for every European country.
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1. Paper aim

This paper investigates the disparities in European countries using statistical indicators to
measure gaps in public health systems resulted from the implementation of eHealth and life
quality, the ultimate goals of health systems. The paper also compares the efficiency and
sustainable development of public health systems in European countries, in terms of eHealth,
including a classification of countries, resulted from a composite index related to the degree of
adopting eHealth, and a global index of adoption of eHealth, for every European country.

2. Literature review

Assessing the economic impact of eHealth is not easy, as there is no standardized method
for it. Reducing the disparities between Member States is one of the most complex and difficult
issues in European and national policies. To meet this goal, policy makers need specific tools
and synthetic indicators that measure national inequality. Assessment of disparities requires a
large volume of data and information on economic, cultural, social and political variables. For
this reason, the European Commission, in addition to the usual statistical data collected every
year, finances surveys on the use of technology in health systems. Therefore, a survey from 2013
regarding adoption of eHealth in Europe, realised by Codagnone and Lupian-Villaneuva,
conducted among general practitioners from EU, showed significant discrepancies between
European countries (average 50%), with Denmark on top (65% level of eHealth adoption), and
last one ranked, Lithuania (33%).

Jeremic et al. (2012) realised a study on the effectiveness of public health systems, using
the statistical technique of the first distances method, classifying the European countries
according to two sets of indicators related to public health systems performance. The comparison
of the European countries rankings at the level of eHealth adoption enhances countries with high
level of public health and public health systems performance, investing more in eHealth and
having a higher degree of adoption.

3. Data and methodology

The methodology proposed in this paper consists of the statistical analysis of disparities in
European countries (EU28 + Norway and Iceland) on individual health (quality of life), quality
of public health systems and adoption of eHealth. We assume that any investment in eHealth is
realised for sustainable growth of public health or quality of life, increasing directly or indirectly
the quality of public health systems.

The empirical analysis proposes a multi-criteria characterization of European countries
from the perspective of disparities between the levels of adopting and implementing e-Health.
Several variables from permanent international statistics and databases identified in Eurostat,
World Health Organization (WHO), World Bank and OECD, dated 2012, were considered:

- life expectancy at birth (le)

- healthy age at birth, women (haw)

- healthy age at birth, males (ham)

- people with chronic illnesses (chi)

- unsatisfactory self-reported healthcare assistance (ush)
- adult mortality rate (amr)

- infant mortality rate (imr).

These variables were used in relative distances method, transforming their initial values in
relative distances compared to the most performant value for every criterion®* (Ceausescu, 2011;

1 #;]x] measures the relative distance of every country i to the best performing country according to criterion j.

The relative distances are calculated for every classification criterion (j). After, the mean of the relative distances is
calculated for all criteria j and for every country, the simple geometric mean of the previous results is computed

T o
(Dizm/ }11)(:;] , m - number of criteria used).
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Totan, 2012). Next, countries were ranked according to their decreasing values of average
relative distance, making a comparison between countries’ disparities by replacing the
performance of the best country for criterion j (Xmaxj) With the average value at European level
(X)) as an average multi-criteria distance for every country™?.

To calculate the composite index of life quality (D;), the indicators were considered for
every country in relation to the average at European level (the Xi), and related to the average
values of the indicators, at European level (the Xi)*®.

For an intuitive view of the discrepancies between European countries a cluster analysis
statistical technique was also used, grouping countries based on their similarities in terms of the
values of variables describing them, resulting in 4 clusters.

For the classification of European countries according to the quality of the public health
system, the following criteria were used, from Eurostat, OECD and WHO data (from 2012):

- total expenses in public health

- government spending in public health
- number of doctors

- number of dentists

- number of nurses

- number of hospital beds.

Regarding the adoption of eHealth in Europe, we used information from Codagnone and
Lupian-Villaneuva’s survey (2013), about awareness and use of information technology in daily
routines and relationships with patients, with a wide range of questions regarding electronic
registration of health data, electronic exchange of health information, Telemedicine, and record
of personal data on health.

4. Results

The overall index regarding eHealth adoption was developed through Factor Analysis and
compared with the composite index obtained through relative distances method. The correlation
analysis of the two sets of composite indexes indicates that they are virtually identical. The index
showed that Austria and Slovenia are in the top of healthy European countries (with
unsatisfactory self-reported health indicators below 1%), while Poland, Latvia and Romania are
at the bottom of classification (in Romania, 34.3% citizens evaluate the medical assistance as
unsatisfactory).

In terms of the composite index of public health system, Germany, Belgium and Austria
are situated on the first places, being the countries that invest the most in healthcare system, on
the opposite to Romania and Poland. The most significant variable in classifying the European
public health systems is the level of government expenditure on health, followed by the overall
level of health expenditure and number of nurses.

Results showed no correlation between eHealth and quality of individual health, but
investment in technology adoption influences more the quality of public health system than the
individual health, and countries that already have a health system with very good indicators show
a greater tendency to invest in eHealth indicators.

5. Main conclusions

The results of the ranking obtained in accordance with the relative indicators to the quality
of life show that self-reported as satisfactory healthcare has the largest proportion in this
hierarchy. The study also proved that the impact of eHealth adoption on increasing quality of life
IS quite restricted, while an increase in the adoption of eHealth would result in a better quality of

12 .-m/ m X
DI_ j=1X_]

13 7\/Xile Xihaw Xiham Xichi Xiush Xiamr Xiimr
D; = * * * * * *

'"\Xile Xihaw Xiham Xichi Xiush Xirma Xiimr
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public health systems. Therefore, policies, strategies and public investments must be primarily
oriented to allow and facilitate records of medical and administrative data, management and
exchange of such data between health system personnel (eHealth subdimensions).
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Abstract

The presentation will review and discuss the teaching of languages and communication
in a Finland-based, international business school. The authors have worked as teachers and
researchers in this university since the end of the 1980s and have thus a solid background for
sharing their experience and discussing the changes that have taken place in global business
communication in the past twenty years. These changes stem from the drastic developments
in communication technology and the rapidly advancing globalization and have affected the
curriculum and pedagogy of language and communication teaching.
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1. Communication Skills in Business School Curricula

Language and communication skills of business graduates have always played a crucial
role in enabling international trade. This is particularly important in environments where the
national language is not widely spoken in the world.

In addition to communication skills, along with accelerating globalization and
technologization, the need for business graduates with solid knowledge of corporate
communication has become evident. Multinational corporations rely on corporate
communication as an essential boundary spanning function between the organization and its
various local environments. For this function to work successfully in its demanding role, the
communication professionals need to speak the ‘language’ of business, in other words, the
language of, for example, accounting, strategy, and finance.

This challenge has been addressed by our business school, Aalto University School of
Business (Aalto BlZ, before 2010 Helsinki School of Economics), one of the leading institutions
of its kind in the Nordic countries. The school offered business languages as majors already in
the 1970s, and it was possible to major in Finnish business communication, but only in the early
2000s the focus shifted more clearly to (corporate) communication. To meet the needs of
globalizing business, our PhD and MSc programs in international business communication
(1IBC) were launched. The programs were largely based on the findings of two major research
projects housed in the school, which focused on (1) communication and language use in newly
merged Finnish-Swedish companies (e.g. Louhiala-Salminen, Charles & Kankaanranta, 2005)
and (2) business and corporate communication as business know-how of internationally
operating companies and organizations (e.g. Louhiala-Salminen & Kankaanranta, 2011). In
2013, the Master’s programs in IBC and Finnish communication were merged into the Master’s
Program in Corporate Communication.

In this paper, we discuss the design and development of (1) English business
communication teaching and (2) the Master’s Program in Corporate Communication (CC) at
Aalto BIZ. The authors have both worked as teachers and researchers in this environment since
the late 1980s and will offer an overview of ‘business language teaching’ describing not only the
developments at AaltoBIZ but also more widely in Europe.

2. English Business Communication Teaching for BSc Students at Aalto B1Z

The scope of language and communication teaching at Aalto BIZ has changed from the
offering of multiple languages and the ideal of a multilingual business professional in the 1980s
to the dominance of English in the 2010’s. We approach our teaching of English — or rather
English Business Communication (EBC) — from the point of view of BELF, English as Business
Lingua Franca (Louhiala-Salminen, Kankaanranta and Charles 2005). The concept BELF was
created to demonstrate the changes required in the teaching when English became the lingua
franca of the business world. The focus of EBC teaching is on the words “business
communication”, and teaching takes place in English, assuming the lingua franca perspective
and emphasizing the communicative aspects of interaction. In our teaching, we make use of the
model of Global Communicative Competence (Louhiala-Salminen & Kankaanranta 2011),
which foregrounds BELF competence along with multicultural competence and business
knowhow as the key elements of communicative success in global professional encounters.

3. The Master’s Program in Corporate Communication

The Master’s Program in Corporate Communication is one of the 12 MSc Programs
offered by Aalto BIZ. In addition to the BSc graduates from within the School, the CC Program
also admits applicants from outside. The eligibility criteria to all MSc programs are the same for
all external applicants (e.g. GPA, GMAT >550).

The program-level learning outcomes reflect the importance of business knowledge. This
point was also highlighted by Finnish Communication Managers; in their view new recruits
typically lack the required knowledge of business fundamentals (Louhiala-Salminen,
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Kankaanranta & Uusi-Rauva, 2013:144). Thus, on the one hand, students are expected to have a
thorough understanding in the following:

* the strategic role of corporate communication for business operations in the globalized
environment

* the specialist areas of corporate communication

» communication as social interaction

» the theoretical foundations of research in corporate communication

On the other hand, the students should have the skills and ability to

» manage stakeholder relations

* analyze, plan and conduct corporate strategy work

« apply appropriate theory and methods to produce new knowledge

» argue convincingly & demonstrate excellent communication skills.

In the presentation, we will discuss our experience and insights of running both English
business communication courses for BSc students and the Program in Corporate Communication
for Master’s students in Aalto BIZ. In particular, we will address the transdisciplinary
challenges that we have met on our journey.
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Abstract

The history of financial crises is considered and the attempt is made to analyse the
parallels in emerging markets crises in the working paper. The historical conditions of
crises on the markets are contemplated on the base of the literature review and the
examples from the analysed markets are presented with the use of the network analysis.
The conclusion made is that the financial contagion indicator can be used for the market
risk assessment for practical and theoretical purposes. The corporate risk-management

strategy building algorithm is proposed with the use of the financial contagion indicators
and the market risk factors revealed.
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1. Introduction

The company needs the system of indicators that will help it to understand and to predict
the process of the risks development in the contemporary circumstances: how the risks emerge,
how the threats for the company arise, how much the risks menace the company. For the sake of
early probable crisis identification the special indicator is needed, that would be able to assess
the degree of the threat. Such indicators had been proposed and tested many times (Allen &
Gale, 2000; Aragon & Strahan, 2011; Brunnermeier & Pedersen, 2005; Kodres & Pritsker,
2002).

2. The research objective

Some financial contagion indicators are considered in the research, which are the
significant interconnections between the corporate and government securities indexes return and
the main financial indicators return.

The hypotheses tested in this research are:

Hi: the financial contagion indicator can help to identify possible factors of financial
contagion.

H,: the financial contagion identified in the research and the crises are correlated
positively.

The idea lies behind this hypothesis is that the financial contagion factors can help also to
detect the probable crisis forthcoming. The fact of the financial contagion presence on the market
doesn’t mean the crisis existence on that market, but it is the aim of this study to answer the
question if the interconnection between them can exist.

3. Data and methods

The research is conducted with the use of data from different emerging markets: Brazilian,
Russian, Chinese, Indian, South African, Polish, Chilean, Indonesian and Philippine during the
period of 1990-2015.

Independent variables in the model are shares indexes returns. For each of the country in
the dataset the number of the companies in the database was different (the data available from
Thomson Reuters Datastream database and from stock exchanges was used). As for the
dependent variables — they are different macroeconomic variables were used for the different
financial contagion channels identification: information-correlated (treasury and corporate bonds
indexes returns, major industries indexes and resources prices returns), liquidity (major resources
futures prices open interest and volume of trade) and risk-premium (interbank loans interest
rates) channels. The dependent variables time series were obtained from Thomson Reuters
Datastream.

Vector autoregressive model (VAR) was used to assess the interconnections between the
macroeconomic indicators returns and the companies’ shares and bonds returns. The VAR model
used in the study had the following configuration (1).

n m
M, =a+ Z BreMe—i + Z YoAi—p + &, (1)
k=1 p=1

where M; - the major macroeconomic indicator index return;
A — assets return;

& — random error;

t — time moment.

The vector autoregressive model shows the probability of the error and in this sense it is
the risk measure. As far as the model itself assess the financial contagion, the probability of the
error is low then the financial contagion is strong and there exists a significant interconnection
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between the variables. And them the model error probability is high, the financial contagion is
low.

As the periods of economic crises differs from market to market, the period of assessment
was 1 year in order to make historical risk dynamic comparable for different markets. According
to the scheme, presented in the Appendix 1, the financial contagion indicator, based on the VAR
model, was derived from the p-value of the model of financial contagion. As the p-value itself
shows the probability of the situation then the VAR model is not significant, the 1 — p-value can
be interpreted as the probability, that the model is significant, so the financial contagion does
exist. But, as the results show, the most trivial situation is then the financial contagion indicator
(1 - p-value) is lower than 90% (traditionally, three confidence levels are used during the
hypothesis of non-significance of the model testing: 0,1; 0,5 and 0,01 error probability).

The next step after obtaining the financial contagion indicator value for each pair of the
dependent variable and the independent variable was to calculate the aggregated p-value for each
dependent variable. The weight of each dependent variable p-value was obtained on the base of
the following equation (2)

Ye=1Vie

W. _ ),
COXL Mo Vie

(2)

where T - the period (one year);

t - the defined time moment (one day) inside this period;
Vi — the turnover of the i asset in the day t;

n — the number of assets.

Then the network analysis is used for the whole picture of the market interconnections
presentation. On the base of the network measures the market characteristics were assessed. The
conclusions concerning the market structure can be derived with the use of such measures.

4. Results and discussion

The results of the research for the several of the countries as an example illustrate the
positive correlation between the financial contagion level and the historical information
concerning the crisis situation on the particular market (that was obtained from the mass media
and the articles). For example, During the period 1991-2015 crisis 1992-1993 on Brazilian
market isn’t reflected by the financial contagion indicator. In 1997 the liquidity channel was a
little more active. This fact can be connected with the Asian financial crisis 1997-1998. The risk-
premium channel shows some fluctuations in 1998, when, as (Kaminsky et al., 2003) pointed,
Brazilian economy was affected by Russian debt crisis. Serious financial contagion indicator
value growth can be registered during 2007-2009 global financial crisis. And, at last, the trend of
Banco Central do Brasil base financial interest rate contribution to financial contagion is clearly
seen from 2010. It is also can be pointed, that from the second half of the 2014 the correlated-
information channel become expansion again, as during the previous periods.

The market risk in Russian economy was huge in the 1990-s, the next rise of the market
risk was in 2002-2003 years (which cointegrates with the US crisis of telecommunication
companies). In 2007 the next risk peak can be distinguished, and in the second part of 2014 year
the risk growth is seen.

China during the crisis in 2015 year took strong devaluation in order to maintain
competitiveness (R. Nurske mentions devaluation as the measure of the competitiveness
maintenance (Nurske, 1944)). As a result of the Chinese government’s measures against the
2015 financial crisis in China the market risk didn’t dropped simultaneously — it declines
gradually.
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Macroeconomic variables, that have the role of the dependent, can be interpreted as the
market risk factors, as far as they form macroeconomic situation. The factor weight shows in
what degree does this particular macroeconomic index has the ability to reflect the situation on
the financial market. Principally, the interconnections revealed between variables shows the
macroeconomic indicators involvement in the market processes dynamics. As the financial
contagion concept is traditionally used in the macroeconomic and financial, in particular, shocks
interpretation (Blanchard & Quah, 1989; Clarida & Gali, 1993; Dabrowski & Wrdblewska,
2008), this high interconnections density can be interpreted as the market risk potential. In
particular, such macroeconomic variables, that bring the greatest value to the financial contagion
growth, can be seen as the market risk potential factors. Such macroeconomic indicators as the
metal prices and the government bonds are highly involved in the financial contagion level
growth.

As the financial contagion level generally wasn’t high in the crises periods analyzed in the
study, the financial contagion indicator can’t be the crises indicator in the whole sense. But as it
can be seen from these estimations, the financial contagion level sometimes grows just before the
crisis.

During the strategy building process of a company in order to survive in crisis should
include the information of the active crisis distribution channels. As the researches stated
(Jianying, 2012; Li & Wang, 2009; Tingting & Zhanglu, 2009; Valackiene, 2011), the financial
contagion indicators were used many times to reveal the potential threats for the company. As
three financial contagion distribution channels can be viewed with the use of different dependent
variables, the company’s strategy during the crisis periods can be described as the following:

1. If the most active is the information-correlated channel, the company can face the
problems with the investors’ negative expectations. So, it should reevaluate its investment
strategy.

2. If the liquidity channel brings the biggest part in the financial contagion growth,

the operational strategy should be reconsidered firstly. The problems the company may face with
are the lack of liquidity.

3. If the risk-premium channel is active, the financial contagion can threat the
company through the interest rate growth.
5. Conclusion

The hypothesis stated at the research were accepted. The first hypothesis, told that the
financial contagion indicator can help to identify possible factors of financial contagion, was met
by the empirical evidence, that the factors of the financial contagion and, probably, market risk,
can be revealed throw the financial variables interconnections assessment. The results obtained
show that the financial contagion indicator does correlated with the crises in the markets
considered. The research outcomes can be used in the purposes of the company’s risk-
management strategy building process.

6. References

Allen, F., & Gale, D. (2000). Financial Contagion. Journal of Political Economy, 108(1),
1-33.

Aragon, G. O., & Strahan, P. E. (2011). Hedge funds as liquidity providers: Evidence from
the Lehman bankruptcy. Journal of Financial Economics, 103, 570-587.

Blanchard, O. J., & Quah, D. (1989). The dynamic effects of aggregate demand and supply
disturbances. The American Economic Review, 79(4), 655-673.

Brunnermeier, M. K., & Pedersen, L. H. (2005). Predatory trading. The Journal of
Finance, 60(4), 1825-1863.

Clarida, R., & Gali, J. (1993). Sources of real exchange rate fluctuations: How important
are nominal shocks? (Discussion Paper No. 688).

Dabrowski, M. A., & Wroblewska, J. (2008). Financial shocks as a cause of real exchange

245



rate fluctuations in Poland — evidence from the Bayesian structural VAR models, 1-10.

Jianying, Z. (2012). Crisis management based on the five hypotheses proposed by Jack
Welch. In Proceedings of the 2012 International Conference on Public Management (ICPM-
2012). Paris, France: Atlantis Press.

Kaminsky, G.L., C.M. Reinhart, C.A. Vegh. (2003). The unholy trinity of financial
contagion. Journal of Economic Perspectives, 17(4), 51-74.

Kodres, L. E., & Pritsker, M. (2002). A Rational Expectations Model of Financial
Contagion. The Journal of Finance, 57(2), 769-799.

Li, Z., & Wang, H. (2009). Research on the enterprise crisis management system basic on
knowledge demand. In Proceedings of the 2009 International Symposium on Web Information
Systems and Applications (WISA’09), 5-9.

Nurkse, R. (1944). International currency experience lessons of the interwar period.
[Geneva]: League of Nations.

Tingting, B., & Zhanglu, T. (2009). On the crisis management of the modern enterprise. In
International Conference on Management Science and Engineering, 250-254.

Valackiene, A. (2011). Theoretical Substation of the Model for Crisis Management in
Organization. Engineering Economics, 22(1).

246



Internationalization of Emerging SME Companies to Developed
Markets: Case of Russian Food Producer (yrouHuTh Ha3BaHue y aBTOPA)

Juhana Lounela, Turku University of Applied Sciences, Finland

Keywords: internationalization, SME, emerging markets, grocery retail distribution,
relationship management capability, Russia

247



1. Purpose

The purpose of this article is to delight internationalization of Russian small and medium
sized enterprises (SME) food producer to developed market. This is the case study of the first
Russian food retailer reached large-scale grocery distribution in a single developed market. This
article provides value able insight on internationalization process and success through the case
company. The Aim is to evaluate internationalization from domestic and international point of
view. The role of SME food producers in Russian is relatively weak at grocery retail. The
internationalization process is supposed to generate positive boost to the domestic markets
notably.

The subject is very little covered from SME point of view from emerging markets to
developed market but there is vast amount of research from developed to emerging markets
(Kujala, 2016). In contrary, internationalization and entry of SMEs in to Russian market have
been studied from many points (Volchek, 2013). Thus, on internationalization of multinational
enterprises (MNEs) even from emerging markets has been paid much more attention (fore
example, Annushkina & Colonel, 2013), as well as institutional impact and network perspective
of internationalization of entrepreneurial companies (Puffer et.al., 2010 or Shirokova and
McDougall-Covin, 2012).

2. Desing/Methodology/Approach

Qualitative analysis of written expert reports and interviews of consultants and top
management of Russian food producer. Firstly, we analyse the case against existing theory of
SME internationalization and capability building. Secondly, we describe and analyse the process
from starting point until post evaluation of market entry. At the study has used qualitative
research methods and analysis of sales data. Results have been confirmed by semi-structured
interviews to validate of results.

3. Findings

The internationalization process has generated to the case company’s employees new
competences to meet local competition in Russia. The case company’s capabilities to meet
customer requirements in domestic market has improved during the internationalization process.
(At this point I can’t say anything on success of launch but it will be analysed later on this
summer).

4, Research Limitations/implications

The main part of this research has been compiled as a qualitative study of one SME
supplier company. Therefore, this research provides only an indicative understanding of the
issue. The purpose is to understand the phenomena of SME internationalization post-soviet
emerging market.

Practical Implications: This research provides theoretical and practical insight on
internationalization of emerging market food producers into developed markets through
production transfer and capability building. Through the analysis of results of
internationalization can be generated managerial and strategic capabilities for emerging market
SME producers.

5. Originality/Value

The research provides an unique view point through case company on internationalization
with large-scale distribution of emerging market food producer to developed market.
Internationalization of emerging market SMEs little covered topic notably from peripherian food
producer’s point of view.
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Designing the “Writing for Publication’ Course

Tatiana Markova, Ural State University of Economics, Russia
Irina Pervukhina, Ural State University of Economics, Russia
Irina Skvortsova, Ural State University of Economics, Russia

Abstract

The article describes a short course in “Writing for Publication’ designed by the
English teachers of the Ural State University of Economics. The course targets university
lecturers of non-English subjects and aims at helping academic staff improve their writing
skills in order to maximize international visibility of their research to the international
scientific community. The article presents the course structure, its learning objectives and
outcomes, the underlying methodology, types of activities, and evaluation.

Keywords: English for Academic Purposes (EAP), university faculty writing, course
design
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1. Introduction

In the context of growing international competition among higher education institutions
most (if not all) Russian universities are subject to a continuing pressure to internationalize their
research activities. A poor representativeness of Russian scientific publications in North
American and European databases (WoS and Scopus) is attributed to the poor English language
proficiency of academics in Russian universities, which largely restricts the expansion,
dissemination and publication of international research (Frumina & West, 2012). The *Writing
for Publication’ course may contribute to enhancing communication (writing in particular) skills
of academic staff, which will allow them to get integrated in the international research
community.

Thus, the purpose of the article is to present a course in “Writing for Publication’ which
guides learners through the steps of topic selection and choosing a journal; developing an
appropriate piece of writing, and article submission.

2. Needs Analysis

Hutchinson & Waters (2006) called needs analysis the most characteristic feature of
English for Specific Purposes course design, and this can be fairly applied to an EAP course. In
the 2012 survey carried out by the British Council (Russia) 87% of respondents (over 400
university teachers and researchers) reported on writing articles, out of which 11.6% did it
regularly, 21% - often and 32.1% - sometimes. The numbers are likely to grow since there is a
significant move towards internationalization in Russian universities. According to Hutchinson
& Waters (2006), target needs comprise necessities, lacks and wants, which may be considered
from objective (course designers’) and subjective (learners’) points of view. With regard to the
‘Writing for Publication’ course, objective lacks can be such areas of academic writing as how to
write an abstract or how to describe the methods used in the research, while subjective lacks can
be structuring an article or identifying appropriate journals. Both objective and subjective views
must be coordinated, therefore the course designers should consider learners' wishes and help
them bridge their gaps.

3. Target Audience

The course is aimed at higher education lecturers of non-language subjects who want to
improve their academic writing in both discipline-specific and study skills contexts in order to
enhance their scientific performance and to become visible to colleagues from other countries by
publication in reputed English-language journals.

4. Course Structure

The duration of the “Writing for Publication” course is 36 hours including 24 hours of class
time and 12 hours of self-study. To be eligible for this course, learners will need an entry level of
B1+/B2 on the Common European Framework of Reference.

The aim of the course is to enable academics to use verbal, printed, and electronic sources
of information to advance their research and to present their findings at professional
publications. The expected outcome will be a draft of an article in the leaner’s research area.

Thus, the objective of the course is to ‘walk’ academics through the steps of the writing
process starting with choosing an international journal and writing a title to drafting a paper and
writing a cover letter to the editor.

The "Writing for Publication’ course comprises four units, each consisting of three 90-
minute lessons.

By the end of Unit 1 Preparing to write learners will be able to identify key information in
guidelines for contributors to international journals; compare and contrast information from
guidelines for authors; recognize the types and structure of academic articles; choose a journal in
which to publish an article; and prepare a title and abstract for an academic article in their own
subject area.
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Unit 2 Processing information will help learners critically assess and discuss information
found in book reviews; analyze literature reviews in academic articles; identify and use the
vocabulary of evaluation; use paraphrasing techniques; write summaries of information from
articles; identify different citation styles; and write a list of references following standard
conventions.

The learning objectives of Unit 3 Describing research include structuring the Introduction
section of a research paper; using appropriate language to indicate a gap in learners’ field of
research; describing the methods and materials used in their research; referring to visuals in an
article; writing a draft description of learners’ research results.

By the end of Unit 4 Coming to conclusions learners will be able to explain their findings
in the Discussion section of a paper; describe the conclusions of their study; understand the
process of submitting an article for publication; and write a covering email with an article
submitted for publication.

The course exploits a cross-skill approach. Though primarily it focuses on writing skills, it
also offers a variety of activities aimed to improve reading, speaking, and listening skills.

5. Methodology

The course methodological approach is based on some essential principles and concepts.
The course exploits an EAP approach and provides in-depth treatment of the conventions
involved in writing for publications such as guidelines for authors, types and structure of
academic articles, citation styles, and the article submission process. All course activities aim to
enhance learners’ communication skills. Special attention is given to comparing/contrasting,
sequencing, expressing possibility, hedging, highlighting, using transition phrases, and
emphasizing. To further consolidate communication skills learners are engaged with challenging
tasks that enable them to use their own language resources to arrive at insights, make decisions,
etc. Throughout the course participants are also encouraged to perform collaborative work, based
on the social-constructivist principle that adults achieve better learning results in groups. This,
along with the focus on the needs of learners with differing dominant learning and thinking
styles, ensures a unique learning experience in which learning process is as important as any
products resulting from the tasks.

6. Evaluation

The role of feedback as a participative form of assessment is emphasized throughout the
course. There are several potential benefits to providing constructive criticism. Participating in
assessment may give learners greater insights into the assessment process itself, and the kinds of
writing that are valued within a particular discipline. This helps develop learners’ skills as
reviewers which, in turn, helps novice authors see their own work through the eyes of a reader.
Peer critiquing eventually lessens the initial fear of displaying one’s work to an audience.

Most feedback is structured and provides criteria for evaluation e.g. checklists, list of
questions.

7. Conclusion

Our initial statement that the “Writing for Publication’ course may contribute to enhancing
communication (writing in particular) skills of academic staff, which will allow them to get
integrated in the international research community, still needs practical verification. Clearly,
administrators are to play a pivotal role in motivating academics to meet this challenge. The
results are to come when the course is piloted.
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Evaluation of budget spending effectiveness in focus of state programs:
regional projections of the developing Russian economy

Elena Midler, Southern Federal University, Russia

Abstract
The article is defined the conceptual approaches for the evaluation of budget spending
effectiveness in the framework of state programs, reveal the influence of regional
interpretations of state programs on the effectiveness of their implementation of the ex-
ante and ex post, to assess the resulting impact of state programs on the model object of the
Southern Federal District in the context of its regions on the example of programs
“promotion of population employment”. Indicator assessment has been supplemented with
methodologies of empirical approaches, involving the use of mixed research methods that
allowed estimating the socio-economic impact of budget spending in the framework of state
programs.

Keywords: state programs, efficiency, budget expenditures, region, regional
differentiation, unemployment
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The purpose of this research is the analysis of budget spending effectiveness in the frame
of state programs in terms of economic space differentiation of Russian regions.

Research objectives:

- define conceptual approaches for the evaluation of budget spending effectiveness in the
framework of state programs in terms of regional differentiation;

- reveal the influence of regional interpretations of state programs on the effectiveness of
their implementation of the ex-ante and ex post;

- to assess the resulting impact of state programs on the model object of the Southern
Federal District in the context of its regions on the example of programs “promotion of
population employment”.

1. Novelty / author contributions (description of the ""added value™ of this
research to the issues under investigation).

The research reveals the advantages and disadvantages of the standard methodology for
assessing state programs with due regard to the heterogeneity of the Russian economic space and
specifics of its developing economy.

The researcher comes to the valid conclusion that the formulary (indicator) assessment of
state programs, including budget spending on their implementation, is truncated and surface, it
does not allow to identify cause-effect relationships and understand the reasons for what is
happening.

Indicator assessment has been supplemented with methodologies of empirical approaches,
involving the use of mixed research methods that allowed estimating the socio-economic impact
of budget spending in the framework of state programs.

2. The methodology, characteristic of research techniques and methods of
analysis, implied in the paper

The methodological base of the research are four basic approaches for the evaluation of
budget spending effectiveness, used in the framework of economics of the public sector: cost-
benefit analysis (CBA), cost-utility analysis (CUA), cost-effectiveness analysis (CEA), weighted
cost- effectiveness analysis (WCEA).

The given methods allowed to compare different programs and activities in terms of
efficiency and regional differentiation, although their use is restricted to a greater extent by the
planning and decision-making stage. The main differences between these methods are the
peculiarities of the quantitative determination of the result and, consequently, the calculation of
the very value of spending effectiveness.

The empirical component of the study supplements the method of evaluating spending
effectiveness which is taken by federal legislation as the basis when the volume of spent budget
is directly related to the level of resulting achievement.

The effect of the impact of “employment of population” programs on the probability of the
employment of the unemployed was estimated in three Russian regions of the Southern Federal
District. The information from the State Employment Service Office about the registered
unemployed involvement in the “employment of population” programs was used as base for the
evaluation.

Attempts have been made to estimate the total and group effects of the impact of the
program on the basis of the non-experimental method of direct selection of the control groups.
Two cases were analyzed: in the first case it was assumed that the effect, namely employment,
was obtained under the influence of only one sub-program (a part of the state employment
programs), in which the unemployed had participated, and all subsequent subprograms had not
affected that; in the second case it was assumed that the effect was a result of each program, and
therefore it is necessary to consider the sequence of programs.

A quasi-experimental method was used to assess the impact of programs. The results of the
participants of employment programs were compared with those from the reconstructed control
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group. The control groups were built with the help of the method, allowing to use of the
advantages of the "long-term™ nature of the implied administrative data and level their
disadvantages at the same time.

3. Results

It turned out that in the studied regions, which had participated in the program, affect the
duration of unemployment episodes differently. All components of the program does not extend
the duration of the period when the person does not work, but some subprograms help quickly
get out of unemployment.

The expansion of the secondary effects on the components for the individual subgroups of
participants, allocated, in particular, on basis of the age, education level and status reveals that
employment programs have a relatively better effect on the people who lost their jobs due to the
reduction or liquidation of the company, and those with secondary vocational and higher
education. The effect of participation in the programs is better for women on average.

In considering sequences of the program action in which the unemployed took part, it was
found that the average effect of participation in the programs in the Krasnodar Territory in most
cases is still negative (i.e., participation in programs extendsthe episode of unemployment),
whereas in other regions the effect is positive or insignificant.

Revealed significant differences between regions can hardly be explained only by
differences in the structure of their economies. The decisive importance is owned by institutional
factors. In the regions there are significant differences in understanding the role of the public
employment service, which in turn affects the selection of program participants. In particular, in
the Krasnodar Territory this service is considered more as a social institution, designed to help
the weakened categories of potential participants in the labor market. In the Rostov and
Volgograd Regions the primary role of public employment serviceis believed to provide the
effective mediation in the labor market between those who are looking for work, and those who
provide it. As a result, in the Krasnodar Territory epy socially weak people are selected to
participate in these programs, they are often less motivated to employment and have other
unobservable characteristics, unfavorable from the point of the labor market view, while the
other studied regions try to select those for whom participation in the program can increase the
chances of finding a job.

In the development of the Russian economy a steady trend of regionalization of social and
economic processes can be traced, the value of local factors and living conditions is more and
more clearly shown.
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Factors Affecting Knowledge Management Integration in Small IT-
Enterprises

Daria Morozova, St. Petersburg State University Graduate School of Management, Russia

Abstract

The present paper studies knowledge management practices implementation in small
IT-enterprises in Russia in relation to organizational factors. The study demonstrates the
relationship between the knowledge management, creativity and communication practices.
The results of the study had shown that previously existing social and communicative
factors in the teams of small I T-enterprises affect knowledge management practices
implementation. Additionally, the study highlights the lack of valuation of creativity and
knowledge as intangible assets. Based on the results of the analysis, implications are
discussed and recommendations for improvement are suggested.

Keywords: knowledge management, creativity, communications, small IT-enterprises,
startups

256



1. Aim and Contribution of the Study

In the highly competitive environment of emerging markets with a growing number of
small or medium IT enterprises, it is crucial for a developing IT company to be able to
effectively manage the knowledge base, processes, and supporting notions.

The aim of this study is to identify and analyze such factors that affect knowledge
management practices in small scale IT companies like communication patterns, creativity levels
along with the evaluation of knowledge management processes intensity in the companies
studied and, based on the findings, to provide applicable practical recommendations.

In the present scientific discourse, issues related to IT-firms, knowledge management,
creativity processes and communications gain much attention in various regards, such as product
life cycles, team dynamics, new product performance, and emerging markets (Gaimon and
Bailey, 2013; Khedhaouria and Ribiere, 2013; Mittal and Dhar, 2015; Yang and Rui, 2009).
However, only a limited number or studies is related to enterprises from emerging markets, and
especially so from Russia. Therefore, the present study covers the existing gap and sheds light on
the current state of knowledge management processes integration in the small 1T-enterprises in
the Russian market, enriching the body of scientific knowledge on the issue.

2. Methodology of the Study

The empirical study has applied a mixed approach involving both qualitative and
quantitative research methods. In order to gain deeper insights, the research design consists of
two parts, the formalized online interview and the semi-structured face-to face interview. The
formalized online interview consists of 67 questions subdivided into four parts: (1) general
information about the company, including success criteria; (2) knowledge management processes
intensity scale; (3) organizational-personal creativity scale; (4) interpersonal relations
characteristics scale. The in-depth interview consists of 6 open-ended questions formulated so as
to allow for a flowing discussion of organizational issues and not limit the respondents to
expected answers or not to give them hints.

3. Results

In total, 113 requests for participation were sent over various channels. The distribution
yielded 31 received questionnaires; therefore, the response rate was 27.4%. Out of those, 30
were fully completed and valid for analysis. For the second part, 8 representatives of 4 startups
were interviewed, in each case these were the founder and one of the employees.

A typical sample representative is a company employing three to five people (60% of
sample) that have launched between one and three products (87% of sample). These companies
are most likely working on development of one to three ideas (70% of sample), and do not have
a plan that regulates their creative endeavors (90% of sample).

In the organizations studied, knowledge management processes related to every day
knowledge work (create, distribute, and use) are more intensive than those related to valuation of
knowledge as an asset (save, value). Intensive knowledge work happens at initial stages of
project development. Knowledge work is most intensive at initial stages of idea development.
Knowledge base is not maintained and knowledge is not valuated.

Creativity in the organizations is not perceived as an asset either. A biased approach
towards development of creativity capabilities exists (as in, creativity cannot be enhanced and is
constant). At the same time, 92% of respondents think of themselves as very creative without
engaging in any creativity-boosting activities.

Communicative practices follow previously existing friendly arrangements. A lack of
hierarchy or structure in organizations is observed, which hinders communication and diffuses
responsibilities. Founders of startups express dominating attitudes but do not articulate them.
Mediated communication tends to be intensive at initial stages of project development and tends
to become flooded with personal issues later.

4, Implications
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The analysis of the results provided a base for generation of managerial implications and
recommendations. The implication are: (1) companies seeking to improve any of the KM,
creativity, or communication practices should simultaneously pay attention to the related
practices; (2) the democratic communicative style does not necessarily imply higher creativity of
the company and may not be identified as the necessary condition for creativity; (3) self-
evaluation of employees or potential employees regarding their creativity should not be the
single measure, and when crucial, creativity should be accessed by a third party.

The practical recommendations are: (1) introduction of a pre-agreed communicative
structure or a certain hierarchy defining the communication flows and responsibility areas; (2)
introduction of a search and systematization system for the information storage facilities
existing, or introduction of a storage facility as such; (3) introduction of an ideas scorecard
system and time regulatory instruments; (4) involvement in applicable trainings related to
knowledge management and creativity practices; and (5) encouragement of self-development
ideas and self-development practices of the employees.

The research is subject to several limitations (scope- and nature-related), however, it is of
value to a broad circle of stakeholders as it provides the overview of the existing conditions of
the organizations operating in the market and suggest practical managerial actions.

5. References

Gaimon, C., & Bailey, J. (2013). Knowledge management for the entrepreneurial
venture. Production and Operations Management, 22(6), 1429-1438.

Khedhaouria, A., & Ribiere, V. (2013). Team knowledge sourcing and creativity in IS
development. In System Sciences (HICSS), 2013 46th Hawaii International Conference on (pp.
253-262). IEEE.

Mittal, S., & Dhar, R. L. (2015). Transformational leadership and employee creativity:
mediating role of creative self-efficacy and moderating role of knowledge sharing. Management
Decision, 53(5), 894-910.

Yang, J., & Rui, M. (2009). Turning knowledge into new product creativity: an empirical
study. Industrial Management & Data Systems, 109(9), 1197-1210.

258



Analysis of Practical Approaches towards Brand Alliance Formation

Daniil Muravskii, St. Petersburg State University Graduate School of Management,
Russia
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Abstract

The research is dedicated to filling up the gap in the brand alliance literature as the
managerial perspective of brand alliance formation is analyzed. The existence of
differences between practical approaches towards brand alliance formation is
conceptualized and empirically investigated based on the analysis of surveys of 140
marketing managers. As a result, two distinct brand alliance formation strategies are
described and compared: «brand alliance formation as tactics» and «brand alliance
formation as a strategy».

Keywords: brand alliances, managerial practices, co-branding
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The popularity of co-branding practices is determined by the necessity to decrease the
company's marketing expenses while constantly maintaining brand differentiation. In time, it
became more obvious that exposing two or more brands to the consumers may bring a visible
increase in the effectiveness of brand strategies by stimulating brand image formation. As a
consequence, the traditional attitude towards these practices among managers has changed:
jointly presented brands started to be thought of as allies, the choice of which should be
predetermined in the chosen brand strategy for the product. Resulting from this, the term «brand
alliance» has been growing in popularity over the last years, forming a co-branding research
direction, which is tightly embedded in strategic branding and strategic alliance literature.

According to various sources, the popularity of brand alliance formation has been growing
by about 40% every year, starting from the year 2000. However, most existing research is taking
a consumer-based approach towards analyzing brand alliances, which is understandable as
consumers evaluation of a brand alliance to a large extent determines its success. However,
works, which could be classified as being part of a company-based approach towards studying
brand alliances are scarce and a subject of demand. The managerial point of view with regard to
brand alliance formation is missing, the factors relating to managerial decision-making and the
overall compliance of the brand alliance to the brand strategy are understudied and unclear.

This literature gap has determined the aim of this work: the detection, systematization and
analysis of practical approaches towards brand alliance formation. To achieve the aim, the
following goals are formulated:

ebased on a literature analysis to describe approaches towards brand alliance formation,

ebased on an empirical study of managers to compare the effectiveness and traits of the

practical approaches and test the previously developed classification.

First, current brand alliance classifications are expended to include the following criteria:
research context and company goals. Based on the expended classification, the matrix model
«Horizon of planning — effectiveness measures» is developed, which divides the approaches
towards brand alliance formation into four types. The approaches are then compared by the
company goals and efficiency factors to describe two distinct groups of approaches: «brand
alliance formation as tactics» and «brand alliance formation as strategy».

The empirical base of this work consists of analysis of interview results, gathered from 140
company surveys about brand alliances formed in between 2011 and 2015, where based on a
comprehensive structured survey marketing managers expressed the ways they evaluated and
chose to form brand alliances. Linar regression, cluster and factor analysis are used to develop a
model, which described the differences between the previously determined approaches: the
factors and risks taken into account, the attitude of managers towards the alliance formation, the
characteristics of the alliances themselves and their effectiveness. Afterwords 9 in-depth
interviews were conducted to get a better understanding of the empirical analysis results.

«Brand alliance formation as tactics» is determined by short-term orientation of the brand
alliance, as perceived by the manager; in this approach one company is more likely to finance the
whole venture. Based on how important and how many brand alliance success factors are taken
into account by the managers and how much and how many risks of alliance formation are
considered by the managers, the more effective is the co-branded venture. The more long-term
are the manager's intentions for the «brand alliance formation as strategy» the more effective it
gets; success factors taken into consideration are also an important success factor, while risk
aversion is not. This might be explained by that such risks as brand image delusion, suspicion of
advertising tactics and other are not such a big threat in the long run as consumers get used to the
alliance and form the missing associations and create the rational of an otherwise strange
combination of products.

Even though theory states that the success of a brand alliance is largy determined by the
brand alliance evaluation of the consumer and the fit of the partners, our research shows that
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47,3% of brand alliance effectiveness was explained by managerial attitudes and approaches to
brand alliance formation. The research also illustrated that over the last five years there have
been a trend of taking a strategic approach over treating brand alliance formation as tactics.

The results of the research would help to formulate a unified framework of brand alliance
formation, expend the current brand alliance classification and bring a company-based view of
the phenomenon to the research stream. The created and empirically tested model might help
company managers in choosing the most appropriate approach towards brand alliance formation
to make more efficient decisionmaking and help realize existing brand strategies.
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Impact of Earnouts in M&A Deals at the Performance of Acquiring
Companies from BRICS Countries
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Petersburg, Russia

Elena Rogova, National Research University Higher School of Economics - St.-
Petersburg, Russia

Abstract

The paper studies the long-run returns for acquiring companies from BRICS that
use contingent payments, such as earnouts, for closing the gap on price and partially
shifting risk at sellers. The importance of contingent payments as a form of risks smoothing
is growing with the growth of international mergers and acquisitions performed by the
acquirers from emerging markets, including BRICS countries. The study is performed at
the sample of M&A transactions from January 1998 to December 2015; the final sample
included 28429 deals. The study demonstrates that earnouts are more profitable for
domestic deals than for transnational ones. Also the differences in profitability were
revealed in different sectors of economy.

Keywords: mergers and acquisitions, earnouts, BRICS
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1. Introduction

Entering mergers and acquisitions deals (M&A), companies face the risk of improper
valuation, forecasting future cash flows and possible synergies. The use of earnouts helps to
avoid the negative consequences of these risks: the payments are distributed through the periods
following after the deal’s closing; the amount and distribution of payment by period depend on
the future profitability of the target company.

The goal of this study is to identify the relationship between earnouts in mergers and
acquisitions in BRICS countries and their effect on acquirers’ performance. Previous research
focused on developed countries (Ritter, 1991) and demonstrated the positive impact of earnouts
on the profitability of acquirers. owever, the profitability of the contract highly depends on its
quality that can be a problem for emerging markets. This study concentrates at these markets
because of the growth of international activities of their acquiring companies.

2. Hypotheses and Methodology

The research tests the following hypotheses:

H1. The long-term profitability of acquirers using earnouts in M&A deals is higher than
the profitability of companies that do not choose this form of payment.

H2. M&A with earnouts create abnormal returns for acquiring companies from BRICS
countries.

H3. The type of deal funding has an impact at acquiring companies’ performance.

H4. The deal payment in cash has a negative impact at the long-term profitability of
acquiring companies from BRICS countries.

H5. The share-to-share payments affects negatively the long-term profitability of acquirers.

H6. The legal entity of a target company has a significant relationship with the long-term
profitability of acquirers.

H7. The domestic deals create higher long-term results for acquirers than international
M&A.

H8. The deal value has a negative impact at the long-term profitability of the acquirer.

H9. The size of the acquirer has the negative relationship with the long-term profitability.

H9. The companies from different sectors of economy would demonstrate significant
differences in the long-term after-deal profitability.

As the indicator of profitability, we used buy-and-hold abnormal returns:

BHAR; = ngg(l +Rip) — H'E:;F(l +Rmt), 1)
where BHAR;, denominates the abnormal returns of the acquirer in the period after
completion of the transaction; R; ,— return on equity of the acquirer; R, ,— return of the

market portfolio; T — the period of the analysis.

Market portfolio is the stock market index (BOVESPA, MSCI, S&P BSE SENSEX, SSE
Composite Index, S&P Africa 40 Index). BHARs are calculated for the period of one month
following the month of the M&A transaction completion. Difference between the average yields
is tested by t-test.

For testing our hypotheses, we used multiple regression model as follows:

BHAR; = o + XX, BiX; + &, (2)

In addition, a binary choice models (probit- logit-model) was used:

BHAR'. { 1, deal leads to the creation of fundamental value (BHAR > 0):
'10, deal leads to the destruction of fundamental value (BHAR < 0).
where BHAR'; denotes creation or destruction of fundamental value of a acquirer.
BHARIL' = ]/Zl + &, (4)

where y — parameters vector; Z; — vector of independent variables, which is a
characteristic of the i-deal; ; —unobserved random variable.

To evaluate the binary choice, we used probit and logit models.

3)
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For ease of data interpretation, the marginal effects of the significant factors included in
the model described by equation (4) were calculated..

The sample was collected from Zephyr database. The final base consisted of 28429 deals
performed in 1998-2015, from the five BRICS countries (Brazil — 1904, Russia — 3378, India —
4214, China — 15836, South Africa — 1345).

3. Results

Transactions are characterized by small abnormal returns for bidders (BHAR = 0.38%).
This variable is larger for public target companies (1.09%) in comparison with the private target
companies (0.04%). The legal form of the target company and the method of financing the
transaction significantly influence at abnormal returns (1.13%), this result confirms earlier
studies of earnouts in M&A in developed countries for private target companies (Chang, 1998).

Only domestic transactions are profitable (1.51% vs. 0.99%), that confirms previous
studies (Mantecon, 2009). Earnouts are significantly more favorable for companies from
different industries (2.06% difference).

The results show the negative impact of earnouts in M&A. Earnouts reduce the abnormal
returns by 0.07-0.08 percentage points. This is consistent with the view that earnouts cannot be
effective due to government invoices, transparency in developing countries.

Within the group of factors that reflect the method of payment in the transaction, cash
payments proved the significance in all the models. The dummy variable has a significant
negative effect on the dependent variable (1% significance level). This means that within the
considered sample financing with cash has a negative impact on the abnormal returns of
acquirers.

Deal size also affects the dependent variable, i.e. the greater is the value of mergers and
acquisitions, the less abnormal returns the acquirer gets.

Variable domestic is also significant at 10% level, which means that if the dealing
companies are from the same country, the abnormal returns increase by 0.0299 percentage
points.

Country, year, dummy variable for financial sector are proved to be insignificant.

The theoretical contribution of the study is the reveal of the negative impact of earnouts at
the profitability of acquirers in BRICS countries. Also factors that affect the results were studied.

The managerial implication lies in managerial decisions on the deal structuring. The study
demonstrated in what cases contingent payments could be appropriate in BRICS countries.
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New Trends Towards Achieving High Levels of Fluency in Foreign
Language Speaking Competencies and The Ways of Finding Their
Implication in The Business Schools Curriculum

Neumann Julija, St. Petersburg State University, Russia

Abstract

This research is aimed at finding new trends existing in the foreign language
education targeted at the improvement of the students’ speaking competencies described in
the modern lingvodidactic literature on the example of foreign business schools'
experience and at determining their suitability for the realities of the Russian educational
process. The effectivity of the methods and materials used for these aims is presented from
the point of view of perlocutionary effect which is possible to be created with their help.

Keywords: performative competence, perlocutionary act (effect), locutionary and
illocutionary acts
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1. Introduction into the problem (Novelty)

The process of education in a business school has its certain typical characteristics, such as
the necessity for the subject that is being taught to be extremely useful and valuable from the
practical point of view for the professional life of future experts and the relevance of the
educational materials to the current market situation existing in the world. All this needs to be
taken into consideration when designing a curriculum and choosing the tools for the control of its
effectivity in terms of the learning process facilitation and the improvement of the levels of
knowledge acquired as an outcome of such education.

As for the foreign language learning, it can be seen that, being one of the essential parts of
the learning process in a business school, language education faces nowadays the challenge of
opening a new era of multilingual and multicultural communication and has to respond to the
increasing demand for the combination of teaching certain useful communicative strategies
applicable to academic and business-related contexts with the fundamental character of the
knowledge about the language, needed for the successful self-presentation in the global
environment. This can be said especially to describe the public foreign language speaking
competencies because nowadays such skills mean the opportunity for personal and professional
growth, the ability to keep in touch with foreign partners, the possibility to create an image for
yourself as a competent expert.

An effective way to trace the new trends existing in foreign language education targeted at
the improvement of the speaking competencies is to find out about them analyzing the
experience of the modern schools of business described in the modern lingvodidactic literature
and to indicate which of them can be successfully transferred to the Russian realities and
integrated with the existing norms of curriculum for our business schools.

2. Purpose of the research:

is to outline the currently existing situation in international business schools in order to try
to define and to trace the main indicators leading to the success of students' foreign language
speaking performance in the educational and future professional lives.

To achieve this goal it was necessary to solve a number of tasks of this research:

1. to study and analyze the linguistic, psycholinguistic, psychological, didactic literature
accumulating the experience of foreign language teaching in business schools.

2. to identify common features of formation and development of speaking competencies of
students of non-linguistic departments in business schools existing in the past, and the extent of
their applicability at the present stage.

3. to identify new trends which have appeared recently in the foreign language teaching
methodology and to estimate the possibility of the with the help of such regulative documents as
State Educational Standarde.g.

3. Research methods

To achieve the objectives of the research and the tasks we used complex methods of
research (analysis, synthesis, interpretation), including:

— analysis of literature in linguistics, psychology, methodology of teaching foreign
languages, pedagogy, cognitive science

- comparison and synthesis of existing theory, practice and historical experience of both
Russia and the experience of other countries in developing speaking competencies.

The object of the research is the process of improving speaking fluency in the English
language.

The subject of the research is identifying the role and importance of the most effective
methods of formation of speaking competencies of it in business schools and finding the ways of
their implication in the curriculum.

4. Major results

The research is in progress.
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We claim that nowadays one of the most important parameters of the well-developed
speaking competencies is the correct usage of the context-based strategies in public statements
determined by the definite situation of communication, that should serve to ensure the
achievement of the perlocutionary effect during the course of communication. By the
perlocutionary act (or perlocutionary effect) we mean a speech act, as viewed at the level of its
psychological consequences, such as persuading, convincing, scaring, enlightening, inspiring, or
otherwise getting someone to do or realize something. This is contrasted with locutionary and
illocutionary acts (which are other levels of description, rather than different types of speech
acts) (1).

Unlike the notion of illocutionary act, which describes the linguistic function of an
utterance, a perlocutionary effect is in some sense external to the performance. It may be thought
of, in a sense, as the effect of the illocutionary act via the locutionary act. Therefore, when
examining perlocutionary acts, the effect on the hearer or reader is emphasized.

Because of the fundamental nature of the knowledge required for future activities, the
development of these qualities should begin at an early stage of higher education. Therefore, one
of the most important tasks in the training of managers today, according to our opinion, is the
formation of performativity in the English language. By performativity we understand the unity
of presentation and self-presentation skills of the individual, aimed at creating a certain
impression about yourself or about the object of your presentation to the others. It is necessary to
consider the innovative nature of this approach, and it is expected that the development of this
competence should occur using the latest methods in teaching and using modern computer
technology. The principles of visualization and interactivity are taken as the basic ones for such
teaching. Therefore, we consider slide films to be one of the most productive means of formation
of this competence.
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Institutional Choice Factors of a Resource Startegy for Firms
in Developing Markets (at the Example of Russia)

Svetlana Orekhova, Ural State University of Economics, Russia

Abstract
The research was aimed at a search for characteristic criteria to choose resource

strategies specific for companies from the developing countries in the context of Russia.
The ratio between transaction and transformation costs establishes the legal standard of
exclusive rights of ownership related to resources sufficient for a company. The article has
showed that, if implemented, basic hypotheses in the transaction cost theory in the
development of a corporate resource strategy cannot be used without considered structural
and dynamic institutional parameters of the environment, in which the company runs a
business. Businesses in Russia apply the intermediate hybrid model with rigid boundaries
and primarily institutional coordination mechanisms.

Keywords: investment resource model, resource strategy, institutional environment,
transaction cost, sustained competitive advantages, developing countries
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1. Introduction

The conditions of doing business in developing markets are greatly different from the
situation in the developed markets. This fact explains the differences in the nature of competitive
advantages of companies and, consequently, the differences in their management practices.

This research is directed at revealing these trends in particular. This study is devoted to the
setting of priorities referring to the choice of investment models in resource strategies of firms
operating in the Russian institutional environment.

2. Literature review

Strategic choice of a firm is a result of its dynamic interaction with institutional
environment (Peng, 2003; Luo et al., 2011). In the work (Zoogan et al., 2015) it is clarified that
organizational effectiveness is defined by two components, they are institutes and resources.

The necessity and the way of investment into assets are defined when forming a resource
strategy of a firm. Having studied the available resources classifications (for example, (Hofer et
al., 1978, p.145; Grant, 1991, p.119; Hunt, 2000; Collis et al., 2008a, ¢.37; Timmons et al., 2007)
we have stayed on the typology of the resource portfolio introduced by (Ruus et al., 2007, pp.24-
25).

Economic theories, linking the formation of long-term competitive advantages of a
company with resource management, put different meanings in their content and selection
criteria.

Thus, the idea of the modern resource-based view (RBV) states that “competitive
advantage lies 'upstream' of product markets and rests on the firm's idiosyncratic and difficult-
toimitate resources™ (Teece, 1982, p. 46). The difficulty to imitate a resource is a key factor to
choose the way of investment and in neo institutional economic theories. However, the
importance of resources for a company’s success is explained not by its value but by the increase
of transaction costs in alternative use options.

In the contract theory and the theory of transaction costs the resources are special assets
that cannot be used in an alternative way without losses of their potential. (Williamson, 1996,
p.167) The problem of relocating resources make their heterogeneity long-lasting and their
competitive advantages become sustained.

According to the relational view (RV) (Dyer et al., 1998), the ability of a company to
accumulate and collect marketing resources, and with that pushing the market borders, is a key
factor of a firm’s long-term success.

The synthesis of resource-based view and relational view let us treat resources as specific
in relation to market assets controlled by a company completely or partially. Respectively,
having control over resources, a company can achieve competitive advantages not purchasing
them. And with that, redistribution of this control is done while companies keep their formally
independent existence (Dzagurova, 2012, p. ¢.32) and defined by the level of negotiating power
of the sides, the costs of control, the volume of specific investment in relation to partners and
the degree of the contract completeness.

G.Stevenson and coauthors (Stevenson et al., 1985) were one of the first to note that when
justifying the choice of an investment method, the main criterion can be a degree of control over
a resource. Control frames are defined by two factors. They are planning horizon (Cushen et al.,
2016) and the completeness and protection of property rights of a resource.

3. Theoretical model of investment strategy choice in resources

Referring to the resource-based view and the relational view, we can distinguish two
enlarged resource investment models:1) model, focused on the acquisition of assets; 2) model,
focused on the temporary mobilization of resources available in the network or market.

The choice of investment resource model is worth to consider from the angle of comparing
the costs and benefits from the exclusive rights over resources (excluding other individuals from
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the access to resources) on the one hand, and internal in relation to costs network of collective
property management by a group of individuals, on the other hand.

The formalization of a resource strategy choice can be based on the model offered by
(Polterovich, 1999). In our exact case the synthesis of two factors — comparative resources
properties and institutional market parameters — leads to different ratio of transformation (Ctf)
and transaction costs (Cts) investing in resources.

4. Results

According to lots of statistical and empirical data in Russia the model focused on
attracting resources in a network found its everywhere implementation. (Avdasheva et al.,
2011; Popov, 2015, pp.517-538; Dubrovskij et al., 2015). Moreover, the extreme option of
this model called bootstrapping strategy is very popular.

The choice of this resource model and investment attractiveness of different kinds of
resources is defined by specifics and dynamics of the development of Russian institutions
and institutional environments. The totality of institutional factors can conditionally be
divided into dynamic and structural. Dynamic factors are: the turbulence of the institutional
environment, the asynchrony of changes, differently directed short- and long-term economic
goals; the structural factors are: the use of the ‘rational openness’ model of the economy in
Russia, the synthesis of market institutions of developed countries and original Russian
coordination mechanisms, the specific mechanisms of economics deformalization, the use of
the mechanism of setting strict norms but providing weak enforcement, the low
effectiveness and specifics of the property rights institution, the poor institutional trust, the
double role of the state as a market regulator and its participant.

5. Discussion

The analysis of institutional factors under research states that Russian business actively
uses hybrid managerial forms and invests into networks creating (relational capital). But
theoretically, hybrid managerial form, where the fundamental transformation (Williamson, 1996,
pp.117-121) emerges, is not used due to lots of risks for both sides. This means that unstable
institutional environment companies do not have to invest into specific assets and enter
complicated relations due to increasing transaction costs.

The author explains this seeming disparity between theoretical premises and the Russian
reality by a number of reasons. Some of them are the following:

- the soviet hybrid heritage and the lack of competitiveness in markets (Avdasheva, 2011,
p.9);

- the high level of authorities asymmetry that adjusts the remaining rights over assets
(Gereffi et al., 2005);

- the artificial nature of economic independence, caused by the specifics of the tax and
antimonopoly legislation but not the real resource division among firms;

- the use of network trust as a mechanism for increasing stability.

Thus, hybrid model of resources management in the Russian economy is really inter-firm
(based on institutional coordination mechanisms).

6. Conclusion

The comparison of theoretical conclusions and empirical research on the choice of the
resource investment model has made it possible to elaborate in the research the findings from
previous studies for the developing markets. Contrary to the reasonable focus on the accepted
model of investment in non-specific assets, businesses in Russia apply the intermediate hybrid
model with rigid boundaries and primarily institutional coordination mechanisms.
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Modeling Language and Communication Skills Program Evaluation
at Business School: Focus on the Best Practices

Elena Orlova, St Petersburg State University, Russia
Tatiana Martynova, St Petersburg State University, Russia

Abstract

The paper highlights modern approaches to modeling program evaluations taking
into account changes caused by external and internal factors. Critical analysis of the
theories enables the researchers to approach modeling ‘Academic and Business
Communication Skills in English’ program evaluation with the focus on specific needs of a
business school.

Keywords: program evaluation, program evaluation model, program effectiveness,
learning outcomes
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Modeling and planning evaluation of an education program is an essential and time-
consuming process that any researcher encounters. Assessing program effectiveness is the most
common reason to conduct program evaluations (McDavid et al., 2012) in order to provide
vitally important feedback to groups of stakeholders at business school, such as students, parents,
researchers, course practitioners, academic program directors, professional accrediting
organizations, and employers.

Today governments and international professional accrediting organizations (for example,
AACSB, AMBA, EFMD) emphasize the importance of academic learning, such as content
learning and intellectual development, as an outcome of educational practices (Allen, 2006; Bers,
2008; Brittingham et al., 2008; Ewell, 2006). Simultaneously, there is a demand from the
government and employers to prepare students for the labor force through development of
professional skills and competencies. To this end, there appears a need to select appropriate
indicators of educational effectiveness of programs, which is considered a difficult task as
criteria of effectiveness are not well defined (Praslova, 2010). Along with it, the use of student
evaluations of a program or courses is suggested as an efficient and useful means of obtaining
program assessments (Stumpf, 1979).

The first in-depth discussions and analyses of program evaluation models emerged during
the 1970s with Stufflebeam’s (1971) CIPP model who identified four types of evaluation —
context evaluation, input evaluation, process evaluation, and product evaluation (Nunan, 1992).
This study thoroughly systematizes four different areas of focus in program evaluation and can
provide an ample amount of information for analysis though there is no evident interconnection
between the mentioned types of evaluation which could reveal gaps in the whole system leading
to more precise decisions on program improvement.

Chen (1996) points out that many evaluations are mixed and there is a need to specify
purposes and stages of program evaluation. Chen features two evaluation purposes —
improvement and assessment — and two program stages - process and outcomes.

Nowadays in program evaluation practice the focus is placed on both stages; specifically,
researchers are seeking answers for the questions how well the program was implemented, how
effective it was, and whether it achieved its intended outcomes (McDavid et al., 2012).

Several attempts have been recently made to modeling program evaluation (Behar-
Horenstein et al., 2004; Taylor Powell & Henert, 2008; Praslova, 2010; McDavid et al., 2012).

The multidimensional model of analyzing educational processes has revealed that ‘the
outcomes are mediated by the complexity of interactions across the organization, ... interactions
between teaching and learning processes and their interactions with those objects used to
promote learning and measure outcomes’ (Behar-Horenstein et al. 2004, 172). The model using a
three-dimensional perspective — the relations between a society, schools and educational process
— illustrates that values and processes within and outside a school influence the conceptions of
what should be taught and what is measured. However, this innovative model cannot ‘lend itself
to efficient and expedient measures of student outcomes’.

Taylor Powell and Henert (2008) propose a logic model called an “evaluation framework”
focusing primarily on expected outcomes, and on the linkages between investments or resources
and results. Though being a useful tool in planning program evaluation, a linear logic model may
simplify the complex nature of casual attribution with a plenty of factors, which influence the
process and outcomes. Moreover, evaluators may get involved in creating the model losing the
track of the program itself, for example, whether some changes and improvements are required.

Praslova (2010) offers an approach to align multiple criteria for educational effectiveness
and indicators of achievement of these criteria by adapting the Kirkpatrick’s four level model of
training evaluation criteria that is a popular framework for evaluation of organizational training.
The evaluation model implies mapping specific indicators onto four levels of criteria — reaction,
learning, behaviour, and results. The researcher argues for more specific and differentiated
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feedback regarding the effectiveness of educational efforts, and thus, more accurate decisions for
program adjustment.

A broader perspective has been adopted by Mac David et al. (2012) who suggests an open
systems model (figure 1) of a typical program that shows how objectives, resources (inputs),
outputs, and outcomes are linked. The model summarizes the ten key questions that evaluations
can address: (1) What is the need for a program?, (2) Is the program relevant? (3) Was the
structure/logic of the program appropriate? (4) Was the program implemented as intended? (5)
Was the program technically efficient? (6) Was the program responsible for the outcomes that
actually occurred (effectiveness 1)? (7) Did the program achieve its intended objectives
(effectiveness 2)? (8) Was the program cost-effective? (9) Was the program cost beneficial?

Figure 1. An Open Systems Model of Programs and Key Evaluation Issues.
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After the first piloting year of “Academic and Business Communication Skills in English”
program implementation, the faculty of the Languages for Academic and Business
Communication department for the Graduate School of Management (GSOM), SPbU focus on
the development of a convenient model of the program evaluation. The one that will allow to
collect information to satisfy both external stakeholders’ demands and internal need for further
feedback-related program development.

We are attempting to work out a comprehensive logical model which will allow us to make
fair decisions on effectiveness of the concrete program in a particular setting. Overall, we are
going to measure and evaluate the program effectiveness at its initial stage of implementation
just as its long-term values and outcomes. Along with other business schools, GSOM SPbU
education programs have to align with the government and international accrediting
organizations standards, be responsive to current needs of the corporate community, and satisfy
the students’ needs and expectations. These requirements should also be factored in the program
evaluation model.
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Abstract

Governments of different countries try to lower the entry cost in public procurement
in order to decrease pubic spending. The purpose of this paper is to examine the impact of
two entry barriers (entry cost and manipulative strategies chosen by the procurer) on price
competition in public procurement auctions. Case study on gasoline procurement in
Nizhnii Novgorod shows that lowering entry cost induced by e-procurement reform led to
different changes in contract prices depending on the behavior of public procurers.
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1. Motivation

Public procurement is often treated as one of key instruments of economic policy
worldwide. However, a variety of rent-seeking activities - from bid rigging to poor contract
performance — generates high amount of public waste that makes this sphere inefficient all over
the world. Governments in many countries try to solve this problem by conducting reforms in
this sector, and introduction of electronic procurement (hereinafter e-procurement) is among
most popular reforms. This reform usually change a variety of different rules: lower entry costs
of companies, higher transparency, a wider range of public procurement procedures etc. — so it is
impossible to capture the separate effect of each change.

Meanwhile we have unique situation in Russia where the second step of e-procurement
reform means only shift from open-bid auctions to e-auctions. Since January 2011 new
introduced e-auctions have been organized online, instead of prior open-bid auctions, which
were organized in traditional way in public offices. All other procurement rules were exactly the
same both before and after the reform. Hence, in terms of the model proposed by Ostrovnaya and
Podkolzina (2015), the shift from outcry auctions to e-auctions induces the decrease in the entry
cost of companies, mainly, by reduced paperwork and transport costs of participation in auctions.

2. Short literature review

Models of auctions with endogenous entry examine how characteristics of a public auction,
such as the entry cost, the reserve price and the number of companies in the market, affect the
entry of companies and contract prices. To the best of our knowledge, none of empirical papers
explores how the entry cost affects the contract price in the potentially corrupt environment. As
corruption is wide-spread in public procurement of different countries (e.g. Auriol, Straub, &
Flochel, 2016; Boehm & Olaya, 2006), we believe that filling this gap in the literature is
important for both theoretical and practical reasons.

Ostrovnaya and Podkolzina (2015) propose a theoretical model of endogenous entry in
public procurement auction. There are two types of procurers in this model: corrupt and non-
corrupt — and

They show that lowering entry cost decreases the contract price if the procurer is non-
corrupt and may have no impact on it or even increase it if the procurer is corrupt. This
difference comes from higher incentives to make a corrupt deal in the latter case. Lower entry
cost increases an optimal bribe that a company is ready to pay; hence, a corrupt behavior will be
more probable.

3. Purpose of the study

The purpose of this project is to examine the impact of two entry barriers: entry cost
related to paperwork and restrictions set by the procurer - on price competition in public
procurement auctions. Although it is questionable to point on corruption without information of
side payments, one can easily observe procurement outcomes of different strategies chosen by
different public procurers and use them as proxies for their incentives.

4, Methodology

We are mainly interested in two variables of interest: the number of entrants into an
auction and the relative price calculated as the ration between the contract procurement price and
the market price of the same contract. In order to examine changes in these variables in greater
detail we use case study. We focus on public procurement auctions organized by two public
procurers situated in the same district of Nizhniy Novgorod close to each other. These procurers
asked for the gasoline through gas stations located in Nizhnii Novgorod and Nizhegorodskaya
oblast (hereinafter — the region).

We collected the data on public procurement auctions on gasoline held in 2008-2013 in
Nizhnii Novgorod. Gasoline procurement via gas stations best suits the purpose of our analysis.
First, gasoline is a homogenous product, and gasoline delivered via gas stations has the same
quality level in the public procurement and the private market. Hence, differences in contract

277



prices reflect the public waste caused by the rent-seeking rather than the quality difference
Second, gasoline industry is a typically oligopolistic one, with low entry of bidders that also
satisfies assumptions of our model. Third, a typical project of a gasoline public contract is clearly
organized. It contains information about the subject of the contract (volume and types of
gasoline), the expected contract duration and different requirements to potential bidders. Such a
well-organized structure makes possible to indicate objective criteria of contract manipulation
schemes.

5. Main results

Our results show joint impact of entry costs and manipulation techniques used by procurers
on number of bidders and relative prices in procurement auctions. One public did not manipulate
contract terms. More bidders entered e-auctions organized by him, competed more aggressively
and relative prices decreased. The other procurer manipulated contract terms after e-procurement
reform. Specifically, he substantially reduced the duration of the delivery that was very hard to
make and strongly restricted the entry. As the result, after e-procurement reform the number of
bidders did not change and relative prices even increased due to higher reserve prices set by the
procurer. Following the model by Ostrovnaya and Podkolzina (2015) we argue that this
manipulation could be connected with corruption.
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Abstract

This paper is devoted to the literature review analysis on the topic of competitive
priorities and their role in operations strategy and business performance. The analysis was
based on the articles published in top-tier journals in Operations and Technology
Management field during 1969-2015. On the basis of this analysis, the current state of
competitive priorities concept in Operations and Technology Management has been
described and suggestions for future research have been developed.
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1. Goal of the Research

These days an ability of a company to achieve operational excellence in multiple priorities
is considered by researchers and practitioners as a source of company’s competitive advantage.
However, the current state of knowledge does not have a consensus on how competitive
priorities emphasis can be achieved. With this literature review we would like to address the
issue of competitive priorities and their interrelations with companies’ innovation activities, as
well as to investigate the phenomenon in the context of global and emerging markets. To achieve
this goal the role of competitive priorities construct in operations strategy has been identified and
innovation component within the sample of literature has been investigated.

2. Novelty / author's contribution

Two historically contradictory approaches in studying competitive priorities in operations
strategy are trade-off and cumulative models. To date numerous attempts of empirical
approbation in this field are demonstrating contradictory results on whether companies need to
be focused on their core priorities or can follow several priorities at the same time. Previous
more recent literature overviews of competitive priorities were focused on the systematization of
research dedicated to the collection of an evidence for trade-off existence or failure between
classical priorities (Rosenzweig et al., 2010), manufacturing capabilities and their relation to
business performance (White 1996), manufacturing strategy operationalization (Kim 1996). With
this research we would like to contribute into studying competitive priorities linkage with
innovation.

3. Methodology

The analysis was based on the articles published in top-tier journals (based on the ABS
2015 rating) in Operations and Technology Management field during 1969-2015 cited in Web of
Science indexing service.

4. Results

Conducted literature review has identified that competitive priorities concept in top-tier
journals of Operations and Technology Management field from 1969 to the beginning of 2016
have been investigated within the following main issues:

o two possible approaches of studying innovations in a context of operations management
literature: as a separate priority and as a method to achieve other priorities;

eone of the popular research patterns of investigation is an alignment of priorities into
clusters to identify successful patterns of operations strategies;

epriorities are studied as a part of an operations strategy followed by structural and
infrastructural decisions within strategy;

e competitive priorities from capabilities view are usually studied with the following
groups of antecedents: AMT, industry, world class manufacturing practices;

eat the same time competitive priorities as companies’ goal-orientation are usually
considered as antecedents to other operations strategy-related components: structural (e.g.
capacity, facilities, technology, vertical integration) and infrastructural (e.g. workforce, quality,
production, planning, organization decisions);

ea literature analysis has shown that innovation and innovation capabilities (as well as
improvement capabilities) can be seen as one of the main factors to achieve priorities that a
company has emphasized.

Studying competitive priorities of emerging economies, especially of Russian companies,
is one of the issues of a particular interest. Interconnections of operation and innovation activities
can provide promising results in better management of these functional areas and competitive
advantage achievement.
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Abstract

We apply the OLI framework to examine investment motives and internalization
preferences of Russian multinationals in 2007-2013. To examine investment motives we use
panel data of 322 observations; to test internalization choice we use cross-sectional data of
318 M&A deals. Our analysis shows that classic investment motives — market, resource,
asset-seeking — provide a limited explanation of what attracts Russian acquirers abroad.
We extend the OLI-model to include institutional distance and find that it plays a critical
role in explaining Russian M&A activity. We employ a specific ownership advantage,
government ownership, and discover that partial government ownership discourages
Russian firms from pursuing full ownership in M&As. Further, Russian multinationals
benefit from internalization advantages in tandem with location advantages derived from
natural-resource endowments.

Keywords: internationalization, FDI, OLI, Russia, investment motives
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1. Goal of the research

By 2004 Russia, still lagging in economic development and stalling its market-economy
transition, became one of the 20 largest investors in the world. Russian foreign investment,
mostly through cross-border (CB) M&As, grew further in subsequent years amounting to USD
432 billion in 2014 (UNCTAD, 2015). Several studies tried to explain this “Russian paradox” by
putting to test existing paradigms of international investment. Scholars typically examined the
investment strategies of a few large corporations, like Lukoil, Gasprom, Severstal, Norilsk
Nickel and produced mostly descriptive studies (Vahtra and Liuhto, 2004; Panibratov and
Kalotay, 2009; Panibratov, 2010). Investment motives and location choices of emerging-market
(EM) firms have recently received some attention (e.g., Jain, Hausknecht and Mukherjee, 2013;
Ramasamy, Yeung and Laforet, 2012). These studies are primarily focused on Chinese and
Indian firms. This comes as a surprise considering that Russian foreign investment is the highest
among the BRIC countries. As Russian multinational enterprises (MNES) gain more prominence,
the driving forces and strategic implications of their foreign investments deserve more scrutiny
and further analysis.

We extend the original L-factors with North’s (1990) informal (e.g., national culture) and
formal (regulatory) institutions, and integrate the institutional distance concept (Kostova, 1996).
In such a way we account for possible geo-political influences on Russian firms’ expansion. We
further consider formal institutional differences as a ‘push’ factor or a ‘system escape’
motivation (Bulatov, 1998). In sum, in addition to economic factors, we capture institutional
factors that can reveal further insights of Russian firms’ motivations to invest abroad. Second, to
analyze internalization choices in Russian CB M&As we follow Dunning and Lundan (2008)
who include institutional ownership advantage (Oi) in the original OLI framework. As Oi
consists of home-country incentive structures and enforcement mechanisms, we examine the role
of Russian government (state) ownership.

2. Theory and Hypotheses

Dunning’s eclectic paradigm (Dunning, 1993) is “the most straightforward articulation of
the firm’s strategic motivation to become an MNE” (Hashai and Buckley, 2014). Ownership
advantages (Oa), for example intangible assets like technological or marketing knowledge and
superior managerial capabilities, compensate for the liabilities of foreignness (Zaheer, 1995),
allowing firms to successfully compete with indigenous firms and other MNEs. Location
advantages (L) are represented by the comparative cost of country-specific inputs (e.g.,
materials, labor, natural resources and technology) accessible by all firms operating within that
country’s borders or by the cost of trade barriers between countries. The final advantage,
Internalization advantage (l), is a transaction attribute that applies in the case when the firm
prefers to exploit its ownership advantages internally, rather than by licensing or collaborating
with a local partner. The three advantages are necessary and complementary conditions
justifying the emergence of multinational firms (Hashai and Buckley, 2014).

To fit the OLI framework to our specific context, we follow up on two recent theory
adaptations. First, Dunning (1993) addressed the tension between the notion of asset exploitation
and asset-seeking as motivations for international production as he recognized that firms can go
abroad to seek or acquire ownership advantages. Second, Rugman (2009) noted that because of
weak O-advantages, many EM firms expand abroad based on their access to home-based
country-specific advantages.

The Oi “incorporate firm-specific norms and values guiding decision-making, as well as an
imprint of the institutional environment of the home country” (Eden and Dai, 2010: 27). In our
second step of theory development we specifically examine the impact of Oi (in addition to L) on
the ownership structure of Russian CB M&As - the likelihood of internalizing foreign production
by engaging in wholly-owned M&As.
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Hla: There is a positive association between host country market size and the number of
Russian cross-border M&A deals.

H1b: There is a positive association between host country natural resource-endowment
and the number of Russian cross-border M&A deals.

Hlc: There is a positive association between host country strategic (knowledge-based)
asset endowment and the number of Russian cross-border M&A deals.

H1d: There is no association between host country (low) labor costs and the number of
Russian cross-border M&A deals.

H2a: There is a negative association between cultural distance and the number of Russian
cross-border M&A deals.

H2b: There is a positive association between formal institutional distance and the number
of Russian cross-border M&A deals.

H3a: There is a positive (negative) association between full (partial) government
ownership and the likelihood of Russian firms choosing wholly-owned M&As over partially-
owned M&A:s.

H3b: There is a positive association between Oi (government ownership), strategic
location advantages (natural resources) and wholly-owned cross-border M&As.

3. Data, Variables and Methods

Data sources for this study include ZEPHYR Bureau van Dijk database, OECD database,
World Bank reports, The Central Bank of Russian Federation — for data on Russian FDI,
Thomson Reuters Eikon — for macroeconomic data, Transparency International web site for CPI
index. In our analysis we use two related datasets: the first one for the macro-level analysis and
the second one for our firm- level analysis. In the first dataset we have panel data and 322
observations. The second data set includes cross-sectional firm-level data for 318 observations.

To test all our hypotheses we use two different models. Our first model uses the number of
Russian CB M&A as dependent variable. It is measured as the number of annually completed
M&A deals in each host market for the period 2007-2013. An increasing number of studies use
this approach, rather than the total value of M&As, in the examination of M&A deals in
emerging markets. This approach shows the overall level of M&A activity, allows the adoption
of more accurate data and ultimately increases the validity of the results. Our second model
employs the type of M&A deal as dependent variable, i.e. fully-owned or a partially-owned
acquisition. According to the OLI model, a fully-owned acquisition reveals the benefits of
internalization. Our dependent variable is binary where 1 stands for full ownership and 0 for
partial ownership. Based on relevant past literature, we include a large number of independent
and control variables.

Due to the nature of our first dependent variable (number of M&As), we use negative
binomial regression. We lagged all the independent variables by one year so as to avoid possible
endogeneity with the dependent variable. To test the second model which focuses on the
interplay between home-institutional ownership advantage and internalization advantage, we run
a logistic regression model.

4. Results

We discovered that the classic investment motives—market-seeking, resource-seeking and
strategic asset-seeking—provided a very limited explanation of Russian cross-border M&A
behavior. Our explanation for the imperfect applicability of the original OLI framework is the
very nature of Russian multinational firms. Russian multinationals are often compared to or
grouped with other EM multinationals (e.g., the BRIC firms) however we argued that they differ
in many aspects, such as the specific path of their formation as MNEs in 1990s and the equal
importance of economic and political interests in Russian firms’ international expansion. The
extended OLI framework allowed us to integrate the institutional context of the CB M&A deals
into our analysis.
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The second stage of our analysis—the application of the OiLlI model to study
internalization (ownership choices) of Russian firms—Ilead to intriguing discoveries. We
demonstrated the limited explanatory capacity of Russian-firms’ ownership advantages. The
significant effect of partial government ownership on the preference for partial ownership in
cross-border M&As may indicate two things. One, that state influence and support is not
reserved for fully state-owned companies alone—many large firms capable of engaging in CB
M&As are indirectly related to Kremlin (Filippov, 2010). Two, although partially state-
controlled Russian firms can rely on some government support abroad they seem to prefer
cautious investment strategies over aggressive outright acquisitions.
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Abstract

In the paper we apply liability of foreignness (LOF) concept as a boundary condition
for a choice of entry mode used by Russian companies while penetrating German market.
In terms of an entry mode we differentiate between export and FDI and test how different
aspects of LOF affect the choice between these two alternatives. The paper presents the
results of a pilot study of 40 subsidiaries of Russian MNEs operating in different regions of
Germany. Our results show that both exporter and companies who are involved in FDI
experience significant negative effects from the lack of proper institutional and business
knowledge about host market, though in various degrees. Legal consulting and personal
market analysis are identified among effective instruments to mitigate these effects for both
types of entry modes, however, cooperation with institutional agents, such as the Chamber
of Commerece, is also of high value, especially, for companies involved in FDI.

Keywords: liability of foreignness, entry mode, Russian companies
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1. Goal of the research

The phenomenon of additional costs that firms face when doing business abroad is not an
exception. Since the first widely recognized formulation of this problem in Hymer’s dissertation
in 1960 and later on in his book (Hymer, 1976) this phenomenon got considerable attention from
academic community and resulted in substantial array of concepts aimed at its operationalization:
“costs of doing business abroad” (Hymer, 1976); “liability of foreignness” (Zaheer, 1995);
“liability of emergingness” (Madhok, Keyhani, 2012); “liability of newness” (Chittoor et al.,
2015) and even some imitative concepts departing from the original field and content of the term
such as “liability of localness” (Un, 2016) to name the few. This diversity can be viewed as an
indicator of a substantial impact of costs of doing business abroad on overall company’s
performance which is reflected in constantly increasing interest to this phenomenon from
management scholars.

The concept of costs of doing business abroad in its original setting was supposed to be
measured by the advantages of national firms in their home markets relative to foreign-owned
firms (Hymer 1976). These costs are perceived as a barrier to overcome by means of firm
specific competitive advantage, however, after this first formulation researchers have focused on
various firm-specific advantages multinationals need to minimize these costs. The concept of
costs of doing business abroad was soon dislodged making more space for research on MNE
advantages (Buckley, Casson, 1976; Caves, 1982; Dunning, 1977; Rugman, 1981). National
firms have more opportunities to extract higher value from the assets of their home country that
are used to develop competitive advantages that are deprived from foreign firms investing in
their country that leads to the costs of doing business abroad for new entrants (Nachum, 2003).
Host governments and domestic firms view powerful MNEs as threats to their countries’
technological and industrial development, so there exists local resistance causing obstacles for
new entrants (Mezias, 2002).

In 1995, Zaheer made a shift in the discussion by formulating so-called “liability of
foreignness concept” (LOF) The main research question articulated by Zaheer emphasized the
nature of the mechanisms that are used to overcome LOF: “If in fact MNE subunits face a
liability of foreignness, does importing firm-specific organizational practices or imitating local
organizational practices better help them overcome this liability and compete successfully
against purely local firms?” (Zaheer, 1995, p.342).

This two-fold view was produced from combination of two schools of theoretical thought.
On the one hand MNE subunits are likely to meet the requirements of local, host-country
institutional environment, i.e. tend to become isomorphic to the practices of local firms. On the
other hand, multinationals also have an opportunity to enjoy the advantages of their firm-specific
resources and organizational capabilities to mitigate or even overcome LOF (Zaheer, 1995). This
setting integrates two rather diverse theoretical perspectives, namely, the theory of multinational
enterprise with theories of international strategy and organization. Moreover, Zaheer (1995)
contributed by suggesting four possible sources of LOF:

(¢D)] costs directly associated with spatial distance, such as the costs of travel,
transportation, and coordination over distance and across time zones;

2 firm-specific costs based on a particular company's unfamiliarity with and lack of
roots in a local environment;

3) costs resulting from the host country environment, such as the lack of legitimacy
of foreign firms and economic nationalism;

4 costs from the home country environment, such as the restrictions on high-

technology sales to certain countries imposed on U.S.-owned MNEs.

Using Zaheer’s work (1995) as a theoretical basis for our discussion, we explore LOF
effects experienced by subsidiaries of Russian MNEs on German market and consider a choice
of an entry mode as one of the possible options to mitigate these effects.
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2. Data, Variables and Methods

The data were collected via survey in 2015. 50 top managers of German subsidiaries of
Russian MNEs were invited to participate in the survey and fill in the specifically developed
questionnaire; 40 companies accepted the invitation and formed response rate of 80%. Among 40
companies included in the sample 14 preferred export as an entry mode, and 27 used FDI in
various way (M&As, joint ventures, etc.)

Apart from an entry mode a company used when penetrated German market, respondents
were asked about organizational characteristics of their company, reasons of the choice of a
particular region in Germany, external and internal challenges they experienced while operating
in Germany and some other aspects.

To meet the goal of the research at this stage we applied frequency analysis to get an
overall understanding of the strategies, patterns and mechanisms used by Russian companies on
German market.

3. Results

Summarizing the results of empirical analysis we found that when choosing some
particular location in host country Russian companies are mostly driven by popularity and image
of the region independently of an entry mode they prefer. Moreover, companies that choose
export as an entry mode are unanimously state this criteria as a determining one. For companies
that choose FDI mode region’s popularity and image are equally important as economic
conditions of a region and concentration of key players there. Availability of options for different
types of support is of minor relevance, which means that companies mostly rely of their own
resources.

Both exporters and companies that used FDI options stated that problems of political and
legal nature, including protectionism, as well as, bureaucracy are considered as the major
external challenges while operating on German market. Moreover, companies who made FDI
also identified lack of information support, interactions with other market players, high customer
requirements as aspects of great concern, while exporter didn’t experienced such challenges.

To mitigate negative effect of LOF both exporters and companies involved in FDI used a
number of instruments to overcome lack of information about the market, legal consulting and
personal analysis were identified among the most important ones. Companies that made FDI also
highlighted the importance of cooperation with the Chamber of Commerce which provides not
only informational support, but as well stipulates faster legitimization.

In conclusion, our results show that whatever entry mode a company chooses while
penetrating German market it faces significant challenges in terms of lack of institutional and
business knowledge. Exporting companies experience comparably lower pressure, however, this
entry mode does not secure them from negative impact of LOF.
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Accounting Statements Information Reliability and Integrity
in Financial Management Decisions

Andrei Pelin, West University of Timisoara, Romania
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Abstract

There is no information as accessible to internal and external financial analysts and
decision makers as financial statements. This type of information is widely accepted as the
basis for a whole range of different financial management decisions, both of tactical as well
as strategic nature. But to believe that all these instruments are perfectly efficient for any
decision requires a big leap of faith. This is due to the wide known aspects regarding
financial statements “window dressing” techniques that distort financial information to
match some undercover needs of certain company officials.

Keywords: financial statements, information reliability, information integrity, decision
making
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1. Goal of the Research

Everybody in the financial management world knows how financial statements could be
made to look better, if such a need is to arise. Is this a widely spread practice or it represents just
some isolated cases? Do decision makers and investors blindly believe in financial statement
information integrity, or they question any piece of information and verify its relevance? Does
financial management is that better-off using these unethical practices or it’s just a “matter of
perspective”?

These are several questions that this paper strives to put into discussion and authors hope
that it comes to answer them, at least from the point of view of a sample of Romanian financial
managers, financial analysts and portfolio managers.

This paper has two main aims:

- firstly — to make a literature review of the main factors and practices that affect financial
information reliability and integrity;

- second — to carry out an empirical study on the opinions and perception of managers and
financial analysts (including portfolio managers) regarding the phenomenon of financial
statements “window dressing” and to compare them to previous empirical evidence from
specialized literature.

2. Authors’ Contribution

This research have accomplished to “map” the main methods used to reduce financial
information reliability and integrity in Romania compared to evidence and findings presented in
other papers (such as Hodge 2003, Fogarty&Rogers 2005, Healy&Palepu 2001).

3. Methodology

Currently Romanian as well as other EU countries’ accounting systems are in a
convergence process with IFRS, this involving a troublesome transition due to imperfect new
national regulations, insufficient time allowed to members of Romania Chamber of Certified and
Expert Accountants to analyze these changes and to adopt them into their accounting practice
and excessive reactions of National Taxation Authority in cases of newly adopted accounting
regulations misuse. On the other hand, the application of IFRS for publicly traded companies has
enabled financial managers to exploit some provisions of these accounting regulations to
manipulate accounting statement information in order to obtain better financial image, thus
affecting reliability and integrity of disclosed financial information.

According to literature on the topic, some of the financial reporting information
unreliability sources are:

- improper revenue recognition which accounts to roughly half of financial fraud. This is
due to either recognizing revenues prematurely, recognizing revenues that may not be earned,
accounting sales to non-existent or fictitious clients, reporting sales to related parties in excess of
their market value, (CPA Letter, Feb-Mar, 2003, vol. 83, No. 2, p. 1-3)

- improper evaluation of intangible assets concerns the information deficiencies of the
financial reports of intangibles-intensive companies (Lev, 2001; Amir, Lev&Sougiannis 2003)

- the increasing use of fair value to measure in order to measure asset and liability elements
(instead of historic cost) enable accountants to adapt the values of balance sheet items to desired
amounts by use of innovative fair value measuring techniques (Barth, 2005); as well fair
liabilities value gains and losses are likely to be associated with credit risk improvement or
deterioration (Gaynor, McDaniel, Lombardi Yohn, 2011)

- the relative freedom offered by IFRS compared to former Romanian Accounting
Regulations, that allows a certain margin for creative accounting techniques development and
uses etc.

In order to test the perception of Romanian financial professionals regarding the reliability
and integrity of reported financial information, we have devised a questionnaire and
administered it to a sample of Romanian financial professionals. The questionnaire was designed
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to follow customized paths for the two main groups involved: financial managers and financial
analysts (including portfolio managers)

The questionnaire designed for managers contained a number of questions regarding the
following aspects:

- does financial statements are trustworthy in terms of relevance and integrity of contained
information?

- how frequently managers manage (manipulate) earnings and what methods are most
widely used is such cases?

- what are the main reasons managers resort to such actions?

- how managers manage company risk assessment items (liquidity, solvency) and what are
methods to pursue such goals?

- what are the possible consequences of such actions if regulating authorities and/or
investors discover that financial statements have been “window dressed” one way or another?
etc.

The questionnaire aimed at financial analysts and portfolio managers contained the
following questions:

- what type of adjustments analysts and portfolio managers use in order to enhance the
quality of financial information?

- what aspects of the financial position, return or risk of a company are most exposed to
manipulation?

- how financial analysts and portfolio managers recognize flawed information within
financial reports?

4. Results

After distributing the questionnaires, we have received a part of responses from Romanian
financial professionals — although fewer than we have expected we managed. The results of the
questionnaire analysis show that Romanian managers resort to financial “window dressing”
techniques at least as often as it has been shown in other similar surveys — 14% of the managers
have admitted doing so in the past. On the other hand, the most used techniques in this sense are
manipulating fair value of the assets (37% of those that admitted to having manipulated financial
data), overstating the sales and/or earnings (24%) and underestimating liabilities (18%).

The reasons behind the decision to manipulate financial data are usually larger
performance bonuses for managers or influencing investor perception.

Financial analysists and portfolio managers admit to not blindly trusting financial discloser
of the listed companies (72%), using comparisons to historical values for some key financial
ratios and comparisons to company peers financial ratios as main ways to check if financial is
reliable. They indicated overestimated earnings and underestimated liabilities as being the main
ways companies distort their financial information in order to look better to external users of the
financial information.

Overall, our study has come to largely similar results as the findings of other similar
studies from the specialized literature.
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Showing off and Hushing up: What Do Companies Reveal about Their
Impact on Emerging Markets
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Abstract

Stakeholders have relatively limited access to sources of information about CSP
effects generated by companies working on emerging markets. Non-financial reporting
proved to stay the most capacious data source available and became a widespread practice.
The world’s largest corporate responsibility reports directory — Corporate Register —
numbers 316 reports from Brazil, 233 reports from South Africa, 111 reports from India,
53 reports from China and 59 reports from Russia as of 2015 reporting period. The
information, which is disclosed to stakeholders in these reports, is not the same considering
its structure, variety of KPIs and depth of disclosure. The author compares nonfinancial
reports presented on five different emerging markets to find the differences and possible
reasons for them.

Keywords: corporate social performance, non-financial reporting, emerging markets
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Goal of the research is to analyze sources of information about corporate social
performance available to companies’ stakeholders on emerging markets and to look into
specifics of data provided by companies in their non-financial reporting in Brazil, South Africa,
India, China and Russia.

Author’s contribution is made through an analysis of data sources on corporate social
performance available to stakeholders and a comparison of non-financial reporting content
issued by companies working on different emerging markets.

While building and operating their corporate social performance (CSP) companies define a
list of relevant stakeholders and analyze their expectations, which usually become a base for
defining main CSP areas and KPIs. Thus, information about companies’ performance regarding
CSR is sought by various people and organizations that are interested not only in planned
positive effects but also in data on companies’ negative influence on social and ecologic issues.

Sources of information about companies’ CSP include non-financial reports and press
releases issued by companies; socially oriented indexes developed and supported by such
organizations as KLD Research & Analytics, FTSE and Dow Jones & Company; screening
ratings used by socially responsible investment (SRI) funds; events organized by companies,
business associations and NGOS; as well as news, leaks and word of mouth data. All these data
sources are not equal concerning quantity and quality of facts and none of them can be
considered purely true and objective.

Non-financial or integrated reports and press releases are mostly controlled by companies.
Even though international standards for non-financial reporting (GRI, AA1000 etc.) are widely
spread and willingly used by business, they are not mandatory and companies usually choose to
display a set of areas and KPIs which favorably reflect their performance. Socially oriented
indexes and SRI funds screening ratings present professional external opinion but they also
partially depend on information given out by companies. Besides they are mainly oriented on
investors and provide rather scarce information about CSP apart from some rating positions.
Participating in events (conferences, seminars, round tables etc.) stakeholders can get an access
to some best practices presented by companies or discussions about current social and ecologic
problems, but they would rarely hear about companies’ negative experience, failures or impact.
The latter can be sometimes found in news or word of mouth data but these sources of
information are often discriminative and subjective. Only by using all the sources presented
above stakeholders can try to get an idea about a set of positive and negative CSP effects of a
specific company even though it proves to be a resourceful search with no guaranteed result.

In case of companies working on emerging markets stakeholders have relatively limited
access to sources of information about CSP effects. Socially oriented indexes and SRI funds
screening ratings do not exist there or barely influence companies’ activities and financial
positions. Different events covering CSR are organized much less often than in developed
countries. At the same time companies from emerging markets are rarely present on popular
international CSR events. Thus, non-financial reporting proves to be a dominating CSP data
source. Even though non-financial or integrated reports are issued and, respectively, controlled
by companies there is a deterrent influence of independent auditing which is sometimes
voluntarily ordered by them.

Non-financial reports issued by companies on different emerging markets prove to vary
considering their structure and depth of disclosure. The important question is what companies
tend to show in their reports and what information they prefer to hide from stakeholders and
why.
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Research methodology. In order to look into specifics of data provided by companies in
their non-financial reporting on emerging markets the author chose a sample of reports (2014-
2015) by companies from BRICS. The world’s largest corporate responsibility reports directory
— Corporate Register — numbers 316 reports from Brazil, 233 reports from South Africa, 111
reports from India, 53 reports from China and 59 reports from Russia as of 2015 reporting
period. The quantity of reports in these countries slowly grows each year (see Fig. 1).

Figure 1. Non-financial reporting on emerging markets
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Source: Made by author based on data provided by http://www.corporateregister.com/

The industrial metals industry was chosen for analysis due to the following comparability
factors. First, the five companies - ArcelorMittal Brasil SA (Brasil), Sinosteel Corporation
(China), Hindalco (India), Assore Limited (Republic of South Africa) and Norilsk Nickel
(Russia) — play major roles in their markets and show some best practices in CSR. Second, all
five companies issue non-financial reports for an extended time period and use some guidelines
provided by international organizations (4 out of 5 companies use GRI G4 guidelines except for
Assore Limited which issues an integrated report; ArcelorMittal Brasil SA also uses Global
Compact GC Index and Hindalco uses AA1000AS as guidelines). Third, three of the five
companies order independent auditing services for their reports that enhance a level of trust
(Research Center for Corporate Social Responsibility CASS is an auditor for Sinosteel
Corporation, KPMG India — for Hindalco, and NP Consult JSC — for Norilsk Nickel).

Four CSR dimensions were chosen in order to compare the content of non-financial
reports: general, economic, social and ecologic. The author divided the data into three sections:
1) data explicitly revealed by the companies with the usage of KPIs showing some CSP effects
generated; 2) CSP accomplishments which are stated by the companies with no clear proofs or
KPIs; 3) data which should be there due to both potential company activities effects and non-
financial reporting standards but which is neglected by a company and hidden from stakeholders.
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Research results. The results of each company non-financial report analysis is presented
on Table 1. The following summarizing implications can be made. First, all companies present
information in a well-structured way referred to guidelines used. At the same time vague general
texts appear when companies don’t have or don’t want to reveal data but can’t ignore the issue.
Second, companies in specific institutional environment tend to hide data on “unethical”
practices associated with their country. Third, most companies only start to pay attention to
corporate governance information disclosure and do not disclose business effects of CSP. Forth,
only Indian and Russian companies published some figures on environmental damage, and only
Brazilian one confessed paying fines. Thus, a conclusion can be made that negative data is
avoided by companies in their reports but it can be guessed by missing fragments.

Further research would be possible to make in order to enlarge the sample including other
companies and industries as well as to answer the following questions: 1) are the companies
involved in “unethical” practices that they tend to ignore in their non-financial reports or are they
just afraid to touch the topic which is negatively associated with the country of operation? 2)
why do companies ignore reporting business effects of CSP and do they calculate them at all?
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Table 1. Sample companies non-financial report content

ArcelorMittal Brasil SA (Brazil)

CSR Revealing Stating Hiding
Dimension (no evident effects) (no information)
Stgkeholder engagement Shareholders treatment
Future plans (dialogues, events, Corporate governance
General Supply chain management (SEITES: w.orll<shops) Lobbying and political
Membership in numerous T
o contributions
organizations
Main economic results Business effects of CSP
E . Investments Dividends
conomic Anticorruption practices Anti-competitive
Salaries and taxes behavior
Career bml@lng and training Fighting with .
Social Compensation discrimination. for diversit Child or forced labor
Workplace safety & health oo y Community impacts
Customer relations Community investments
Efficient usage of resources
and high recycling rate
Conservation of ecosystems Eﬁsﬁiit;r::tglamage
Ecologic Rational energy consumption

Waste management
Atmospheric emissions
Fines paid (!)

emergency
mechanisms

Sinosteel Corporation (China)

CSR Revealing Stating Hiding
Dimension (no evident effects) (no information)
Shareholders treatment
Stakeholde_r gngagement Corporate governance
General R&D accomplishments xe:;ggstggsm numerous Future plans
SlﬁJ ly chain management Lo 2y ) alfifes]
PRl 9 contributions
Main economic results Business effects of CSP
Risk Anticorruption practices
Economic Investments sk management Dividends
Costs reduction and Salaries and taxes
efficiency improvement Anti-competitive behavior
Compensation
. . RIS safe.ty 2o leelir Fighting with discrimination,
. Managing production Customer relations . .
Social S - for diversity
hazards Career building and training Child or forced labor
Community investments Gy TEE s
Ecosystems damage
Rational ener Environmental emergency  Conservation of ecosystems
Ecologic 9y mechanisms Waste management

consumption

Efficient usage of resources

Atmospheric emissions
Fines
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Hindalco (India)

CSR . i idi
- - Revealing Stat!ng H"_j'ng :
Dimension (no evident effects) (no information)
Stakeholder engagement
. . Shareholders treatment
General II:?léj;ill:i)rzlcpc::nmspI|shments Supply chain management Corporate governance
Anticorruption practices
Main economic results ctl;)nlt(:it;)zi’ilgr?sand political
Economic D|V|dgnds No anti-competitive Business effects of CSP
Salaries and taxes behavior
Whistle blowing policy
Workplace safety & health Fighting with
- . discrimination, for diversity
. Career building and training .
Social Compensation No child or forced labor
P . Community investments
Customer relations e
Efficient usage of resources Environmental
and recycling emergency
Ecoloaic Rational energy consumption Climate change mechanisms
g Atmospheric emissions Biodiversity Conservation of
Ecosystems damage (!) ecosystems
Waste management Fines
Assore Limited (Republic of South Africa)
CSR . idi
. . Revealing ch_:llng .
Dimension (no information)
. . N
Detailed assurance information (!) Stakeholder engagement
Future plans .
General Corporate governance Supply chain management
: . Shareholders treatment
Remuneration policy for Board of . " S
. Lobbying and political contributions
Directors (!)
Main economic results Business effects of CSP
E . (advanced!) Anticorruption practices
conomic Analysis of market conditions (!) Salaries and taxes
Risk management Anti-competitive behavior
Workplace safety & health
Managing production hazards
Customer relations
Social Career building, training, compensation
Community investments & impacts
Fighting with discrimination, for diversity
Child or forced labor
Rational energy consumption
Ecosystems damage, atmospheric emissions
. Conservation of ecosystems
Ecologic

Environmental emergency mechanisms
Efficient usage of resources & waste management
Fines

301



Norilsk Nickel (Russia)

CSR Revealing Stating Hiding
Dimension (no evident effects) (no information)
Sl el T Supply chain Shareholders treatment
management Future plans
General gzgggéigoﬁzaﬁgﬁg Remuneration policy Lobbying and political
P for Board of Directors  contributions
m:lrrll;csol:\;r:m resilts Costs reduction and
Investments efficiency improvement
Economic Risk management Business effects of CSP
Anticorruption practices D|V|.dends " .
Salaries and taxes Anti-competitive behavior
Workplace safety & health Career building and training
Compensation Fighting with discrimination,
Social Community investments forldlversny
Customer relations Child or forced labor
Community impacts
Rational energy consumption
Efficient usage of resources
. !
Ecologlc Ecosystems damage (!) Fines

Conservation of ecosystems
Waste management
Atmospheric emissions
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Equity to Fixed Assets Ratio as a Tool for Bankruptcy Prediction

Stefea Petru, West University of Timisoara, Romania
Daniel Brindescu — Olariu, West University of Timisoara, Romania

Abstract

The current study evaluates the potential of the equity to fixed assets ratio in
predicting corporate bankruptcy. The event on which the research was focused was
represented by the manifestation of bankruptcy 2 years after the date of the financial
statements of reference. All tests were performed over 2 paired samples of 1176 Romanian
companies. The methodology employed in evaluating the potential of the equity to fixed
assets ratio was based on the Area Under the ROC Curve (0.634) and the general accuracy
(64.8% out-of-sample accuracy). The results confirm the practical utility of the ratio in the
prediction of bankruptcy.

Keywords: corporate finance; risk; failure; financial ratios; classification accuracy.
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1. Introduction

After 2006, the annual frequency of bankruptcy cases in Romania has increased
significantly, reaching a peak of almost 3% in 2013. The increased frequency of the annual
bankruptcy cases was accompanied by an increase in the loan default ratio (Brindescu-Olariu,
2015a).

The current research sets out to test whether the equity to fixed assets ratio is a useful
predictor of the bankruptcy state. Previous research (Brindescu-Olariu, 2015a, Brindescu-Olariu,
2015b, Brindescu-Olariu, 2014a, Brindescu-Olariu, 2014b) has proven the usefulness of the
autonomy ratio, debt ratio, equity working capital and labour productivity in the assessment of
the bankruptcy risk for Romanian companies.

The hypothesis of the current research is that the equity to fixed assets ratio is negatively
correlated to the bankruptcy risk and thus can represent useful tools for its assessment.

If the research would prove the usefulness of the equity to fixed assets ratio in the
prediction of bankruptcy, it could be continued with the development of a methodology of
analysis for the assessment of the bankruptcy risk.

Only publically available data was used, especially in the purpose of developing a
methodology of analysis that would be simple and accessible to all stakeholders.

2. Population and methodology

The population was the same as in Brindescu-Olariu (2015a). The research targets the
bankruptcy risk within 2 years from the date of the financial statements taken as reference.

For the testing of the equity to fixed assets ratio as a possible bankruptcy predictor, 2
paired samples were built. Thus, each of the 588 companies that went bankrupt in the period
2011 - 2012 was associated with a company that continued its activity in normal circumstances,
from the same economic field, with the closest turnover in the year of reference for the financial
statements included in the analysis.

As in Brindescu-Olariu (2016), the group of 1176 companies (588 pairs) was split in two.
The pairs from 2010 were used for the in — sample determination of the cut-off value. The pairs
from 2009 were used for out-of-sample testing.

The equity to fixed assets ratio was calculated as follows:

_Eauity o 100% (1)
Fixed assets
The data was processed by using the SPSS software. The state of the company two years

from the date of the financial statements of reference was defined as the dependent variable, a
binary variable that can take the following values:

Equity to fixed assets ratio =

0] 1, for the companies that went bankrupt 2 years after the date of the
financial statements of reference;
o) 0, for the companies that continued their activity under normal conditions

at least until the end of 2012.

Initially, the performance of the equity to fixed assets ratio as a predictor of bankruptcy
was tested through the Area Under the ROC Curve over the paired sample of 2010.

The ROC Curve reflects graphically the relationship between the sensitivity and the
specificity for all possible cut-off values (van Erkel, Pattynama, 1998). The area under the ROC
Curve thus isolates the classification performance of a classifier with no connection to a specific
cut-off value, which makes it one of the most viable solutions for measuring the classification
performance and for comparing classifiers (Hanely, McNeil, 1982, Faragi and Reiser, 2002).

In a second step, the general classification accuracy was determined for the 2010 sample,
together with the optimal cut-off value, through te inspection of the coordinates of the ROC
Curve. The general accuracy of the classification represents the percentage of companies
correctly classified, a weighted average of the sensitivity and the specificity. The optimal cut-off
value for the 2010 sample was used for out-of-sample tests (over 2009 sample). A ratio is
considered a useful classifier if it allows for a general accuracy at least 25% higher than the ,,by

304



chance” accuracy (Chung, K., Tan, S., Holdsworth, D., 2008). The equity to fixed assets ratio
would be considered as potentially useful if would offer an out-of-sample general accuracy of at
least 62.5% (a = 50% x 125%).

3. Results

AreaUnder the ROC Curve

0,68

0,671

0,67
0,66
0,65

0,64 0,634

. T

2009 2010

0,63

0,62

061 =

Figure 1. Area Under the ROC Curve over the 2 paired samples — equity to fixed
assets ratio

The Area Under the ROC Curve over the 2010 paired sample specific to the equity to fixed
assets ratio was of 0.634 (as shown in figure 1), which suggests a relatively poor, but valid
classification accuracy (Tazhibi, Bashardoost and Ahmadi, 2011).

Based on the coordinating points of the ROC Curve for 2010, an optimal cut-off value was
determined (equity to fixed assets ratio = 6%). By classifying all the companies from the 2010
paired sample that registered equity to fixed assets ratios lower than 6% as bankrupt and all the
companies from the 2010 paired sample that registered equity to fixed assets ratios higher than
6% as non-bankrupt, the general classification accuracy would be of 61.8% (as shown in figure
2).

General accuracy with optimal cut-off values for
eachyear

66,0%
65,1%
65,0%
64,0%
63,0%
62,0% 61,8%

61,0%

60,0%
2009 2010

Figure 2. General accuracy with optimal cut-off values for each year

Thus, the in-sample general accuracy is positioned just below the 62.5% benchmark. Out
of sample accuracy tests were performed over the 2009 paired sample, using the cut-off value
from 2010. The general accuracy over the 2009 sample was of 64.8%, above the 62.5%
benchmark.

4, Conclusions
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The Areas Under the ROC Curve for both paired samples show that the equity to fixed
assets ratio can be used a tool for the assessment of the bankruptcy risk. This conclusion is
sustained by an out-of-sample general classification accuracy of 64.8%. The results of the study
confirm that companies with high equity to fixed assets ratios show lower bankruptcy risks. The
conclusion is considered valid for the companies from Timis County. It is expected that the
equity to fixed assets ratio would be a useful bankruptcy predictor for all Romanian companies,
as no research has proven significant differences in this field among Romanian companies. The
research proves the potential of the equity to fixed assets ratio in the prediction of bankruptcy
and underlines the need for determining an optimal cut-off value through research over the entire
population (or a sample with the same structure).
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Abstract

Customers are the source of insights and ideas that companies use to develop new
products and services, to improve existing ones, to develop distribution channels and to
plan promotion. The paper analyzes usage of instruments and methods of capturing
knowledge from customers, suggests the classification of these instruments and methods
and identifies factors that influence their selection. The research methodology of the paper
is comparative case study and the sample includes 6 companies: 3 from electrotechnical
industry and 3 from software development industry.

Keywords: customer knowledge management, knowledge management tools, domain-
specific knowledge management, case study
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1. The aim of the paper

The aim of the paper is to analyze the usage of instruments and methods of capturing
knowledge from customers and to create the classification of them within two industries:
electrotechnical and software development. As well as classification of instruments and methods,
identification of factors that influence the choice of instruments and methods used for capturing
knowledge from customers is considered in this paper.

As customers are often the source of insights and ideas that companies use for new product
development, improvements of products and services, companies should use instruments and
methods in order to get this knowledge. However, under what conditions the choice of
instruments is realized? In other words, what factors influence that choice of particular
instrument? In this paper, the authors also uses word “context” for generalizing mentioned terms.
The choice of industries is caused by the fact that both industries are highly reliable from
knowledge, and specifically from knowledge that customers possess.

2. Novelty/author’s contribution

As for the novelty of current paper, the literature review revealed the fact that companies
use different methods, instruments in order to capture knowledge from customers. Plenty of
cases devoted to single companies show the way company uses some instruments and methods;
however, there is the absence of papers that present an overview in this area and analyze the
influence of contextual factors on the choice of particular instruments within several companies.
Therefore, the novelty itself is in covering the existing research gap.

3. Methodology

The research is conducted as a qualitative one. The research strategy is comparative case
study. Each company from both industries: electrotechnical and software development, is a case.
Literature review and analysis of published cases were used in order to develop classification of
tools and methods. In order to collect data for contextual factors identification and actual usage
of particular instruments and methods, authors conducted semi-structured interviews with
companies representatives from both industries. It is the primary source of data. Secondary
source of data are open documents, such as companies™ web sites and annual reports. The data
sample included 6 companies: 3 from electrotechnical industry and 3 from software development
industry.

In order to define and manage the contextual factors, “4W” framework was used. Each
“W” reflects a question that should be answered: Why? Where? Who? What?.

Who? Who are the customers?

Where? What is the company, its strategy,
management style, culture, etc.

Why? Goals to achieve or problems company
wants to solve

What? Forms, types of knowledge

Therefore, questions for semi-structured interviews were designed according to questions
of 4W framework.

4, Results

The first result includes the developed classification of instruments and methods used for
capturing knowledge from customers.

The analysis of the findings from interviews and open documents indicated the major
influencing factors of choice of particular instruments and methods of capturing knowledge from
customers for both industries.

It was explored that for software development industry the Where? Element and Why?
Element of context are extremely important. For example, companies apply different approaches
to software development; it was explored that there is a difference in the choice of instruments
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between Agile approaches and non-Agile approaches to software development. What is more,
the aims of companies to use knowledge from customers or application of that knowledge also
affect the choice of instruments and methods.

In electrotechnical industry Why? Element and Who? Element are quite important. For
example, different types of customers suggest different instruments and methods of capturing
knowledge from customers as well as the application of that knowledge.

Therefore, in order to show the difference between industries in terms of influencing
factors and therefore, in instruments and methods of capturing knowledge from customers, the
decision tree was created. It can be used by practicians for the selection of particular instruments
and methods in electrotechnical and software development industries. However, limitations also
take place: due to the limited size of the data sample, the decision tree is not 100% accurate
decision-making tool. Therefore, with the increase of the data sample results may vary.
Consequently, it is the main suggestion for the further research.

5. Acknowledgments

Research has been conducted with financial support from Russian Science Foundation
grant (project No. 15-18-30048).

309



Analysis of Value Creation Chains in the Russian Oil and Gas Industry
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Abstract

The paper summarizes the results of preliminary study of value creation chains in the
Russian oil and gas industry. According to theoretical findings of three main approaches
analyzing value chains, authors formulate objectives and hypotheses of the current study,
develop the design and select research methods (participant observation, case study
method, collaborative network relationship analysis). The basic problems faced by the
Russian oil and gas companies in the development of their business models are formulated.

Keywords: oil and gas industry, value creation chains, business modeling
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The process of value creation has traditionally been considered locally, within a single
enterprise (Porter, 1985). However, globalization, outsourcing and specialization have led to the
fact that value creation process has gone beyond a single enterprise and it is now being organized
within a group of legally independent companies (value creation chain or network). The result of
effective interaction of network chain participants is consumer value competitive for all
members of the value chain, government and society. This value concentrates collective
competences and features of all network members.

Analysis of value creation chains, which began to develop in the 1990s, is a problem of
exceptional complexity. This type of analysis involves the identification and assessment of the
market value structure, a graphical representation of the value chain, analysis of the distribution
of key competencies among its members, as well as the identification of network effects for all
participants in the chain, internal and external stakeholders and the macro environment.
Classification and measurement of these effects will be different for various types of value chain
members. As a result, analysis of the value creation chain can be the basis for business modeling
for the group of companies included in the network.

In Russia value creation chain analyzes within individual sectors of economy carried out
on the basis of empirical research are just beginning to develop.

In the current economic crisis, sanctions and declining energy prices Russian oil and gas
industry is going through times of uncertainty. Formed through the years and decades, value
creation chains in this industry are currently being transformed under the influence of external
environment. That requires market participants to adapt their business models to the changing
economic conditions.

Analysis of value creation chains in the Russian oil and gas industry can help to identify
the different players and the possible strategies and business models that they can adopt, to
figure out how domestic companies can create chains (networks) of value creation themselves,
which key challenges they may face, which main barriers exist. This analysis can help to answer
the question, if nowadays in Russia the value creation chain in the oil and gas industry can be
transformed into a strategic network, like it happens in the developed countries.

Currently, there are little enough quantitative empirical studies analyzing value creation
chains, especially on the emerging markets. The methodology of value chain analysis should be
developed on the basis of an integrated approach, which is a synthesis of the methodology of the
following three approaches: economic approach (studied within the framework of economic
theory and the theory of industrial organization), sociological approach (studied in sociology)
and strategic approach (studied in the framework of strategic management, marketing and
entrepreneurship). An integrated approach also requires the mandatory inclusion of the analysis
of impact of macro factors and external stakeholders on the value creation chain.

While conducting the research, the authors use the following research methods: the method
of participant observation, case study method, collaborative network relationship analysis
(Eschenbaecher et al., 2011), which is capable of planning and analyzing existing relationships
in collaborative networks. The purpose of the article is the preliminary analysis of the problem
and drawing up a conceptual model of the research. The next step in the methodology of the
study should be the conduction of in-depth interviews with representatives of key players in the
industry.

As a result of preliminary research it has been hypothesized that the process of creating
and receiving value in the oil and gas industry differs greatly from the classical model because of
the following factors: high role of government in the process of value creation; small differences
between products of various companies; the widespread of vertical integration in the industry
thus leading to the increase of the role of marketing in the value chain (which looks like
Exploration - development — production - transportation - Marketing and Sales) (Enders et al.,
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2009) and the urgent necessity for the leading company in the network to control the value chain
from production to the final consumer.

The outcomes of the authors’ analysis of value creation chains in the Russian oil and gas
industry is the conclusion about the possibility of applying in the current economic conditions in
Russia the experience of developed and emerging markets in part of:

- creation of new tools and techniques for identifying opportunities and threats;

- change of strategies and business models within value creation chains,

- analysis of performance indicators of the functioning of value chains, including
indicators of social performance,

- identification of opportunities of value chains optimization.
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Abstract

The innovative growth is based on private initiative and social change related to the
new priorities. The core question for the public governance examines the possibility to
influence with the regulative tools on the activity at both facets: on the creative process of
invention and R&D, and on the innovation’ implementation. The first edge relates to the
intuitive magic process of the discovery of new elements of the Universe, subtle search of
new answers and ingenious asking new questions. The second angle concerns the
entrepreneurial commercialisation of new products, the new needs’ to draw out, more than
new product to contrive for satisfying the “old”, previously existed market’ needs.

Keywords: Innovation, R&D regulation, regional innovative infrastructure, tax incentives,
economy of knowledge, modernisation policy, institutional background
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The purpose of the material presented is to understand the mechanisms of regulation in the
R&D and innovation, and to find out the arguments for the choice of a concrete tools’ set to
stimulate the production of intellectual property and the transfer of knowledge.

1. The research’ aim includes the theoretical study of regulative mechanisms of individual
behaviour for an efficient governance of creative and innovative processes, from the positions of
enterprise and of public administration.

The attempt to answer this question has been undertaken in 2014-2016, within the analysis
of the world national and regional models of regulation in the sphere of the innovative
development.

The Anglo-Saxon, Scandinavian, European continental, Eastern Asian models’
effectiveness is examined on the basis of OECD statistics.

The theoretical analysis permitted to find out the specific problems of the efficiency of
Russian policy of R&D support, within economic and tax incentives, cultural and institutional
background. The essential obstacle is the absence of a choice of the prioritized national
development’ model, a clear positioning of the country in the world innovative economy is not
formulated in the conceptual and strategic papers or federal laws. The targeted form is not
determined for leadership or following, R&D or commercialisation. The unclear vision of the
future role of the national State leads to the obscure goals in the national policies, including the
economic and financial regulative tools for innovative investment, taxation instruments, regional
development or clusters.

2. Besides the vague institutional background, the infrastructure for knowledge production
and implementation in producing sub-system is insufficiently designed and developed in Russia.
This second part of the research is concentrated on the analysis of the clustering in the post-
industrial economy. The article analyses the Russian and Chinese experience in encouraging the
R&D and innovative activities of private companies and in the implementing of governmental
direct financing of the scientific research on the basis of the spatial economy. The paper analyzes
the efficient coordination of the local infrastructure for the innovation growth in the framework
of clustering and territorial rapprochement of value creation chains and R&D, as well as the
academic education as an optimal form of integration of professional competences training. In
this prospective, the clustering represents an efficient solution to combine the logics of
monopoly on uncertainty zone (intellectual property protection) and intention to disseminate the
results. This combination can be realised inside a close group of associates and colleagues,
within a network of confidential personified relationship. The expansion and enhancing of the
educational infrastructure, including the academic networks of the universities and scientific
institutes, accelerates the exchange of knowledge within’ in an area.

3. The substantial impact on the content and on the tools of the governance and regulation
of private enterprises’ R&D activities is related to the virtual business-models. The OECD report
on digital economy, the national documents in Russia and in China take into account the
particular issues for governance and regulation within the virtual enterprise and cyber-economy.

4. The regulative tools of R&D incentives are analysed on the basis of international and
Russian statistics and data of the taxation policy' impact on the economic behaviour.

The paper concludes by identifying the governance measures necessary to develop the
R&D and innovative activities with the regional and global economy.

The efficient innovation can be produced within a specific context, including the
institutional background, modernisation policy and regulative tools oriented towards the support
of R&D and of implementation of the research results into the producing process. The
recommendations includes a) determining the goals of the national innovative development that
depends of the targeted strategic position of the country in the world economic system; b)
enhancing the regional and local governance and development of the infrastructure for research
and innovative activity; c) deepening the academic institutions’ involvement into the R&D
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activities, with the improvement of the intellectual property management, patent box and other
tools to fix and to reward the contribution done by the educational and scientific organisations;
d) building up the comprehensive regulation of the knowledge’ production, transfer, exchange
and development within the information society, with the use of the new options of the ICT and
cognitive analysis, economic and social intelligence instruments.

The methodology depends on the goals set:

- the theoretical exploration of regulation of R&D activities and infrastructure development
includes the hypothesis of a connection existing between the aim of regulation and efficiency of
regulative tools chosen. The comparative study of the regulative mechanisms and practices
implemented in groups of countries and the evaluation of the regulation models’ efficiency on
the basis of the statistical analysis;

- the proposal of development of regulative tools in the field of transfer of knowledge is
drawn up on the basis of calculating the effect on the budget income of the recommended
changes introduced to tax system (art. 264; 284 of Russian Tax Code) and to regional economic
policies. The calculated positive results for the public budget can be achieved in 4-5 years within
the measures proposed, according the verified link between human capital treatment and
efficiency of knowledge’ creation and transfer.

The author’s contribution includes the finding out of 4 macro-regulation models, of the
logics “up-down” in Russia (from unclear goals to perverse implementation of laws and heavy
bureaucratic procedures and accounting’ reporting), theoretical analysis of human capital’ and
local infrastructure’ development within clustering for the transfer of knowledge and expansion
of technologies.

The core practical outcome consists in the drawn up system of stimulating measures and
assessing their potential impact on budget revenue. The study helps to clarify the factors that
determine efficiency of regulative mechanisms of the support for R&D and innovation, the
evaluation will be useful to stimulate the R&D activities and to increase the commercial results
of innovation.
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Business Process Modeling in Context of Network Approach
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Abstract

In the present context, networks are becoming essential components of business
process modeling, determining both positions and roles of the value chain actors and
aspects of their interaction, resource sharing, and income distribution. The article suggests
evaluation of a company business model in the context of the network concept. It classifies
theoretical approaches to the study of the value chain management process. The authors
prove the need for researching inter-firm interaction, value creation and value proposition,
income generation and distribution among the value chain actors in order to comprehend
and develop the notion of a business-model.

Keywords: business model, inter-firm, relations, network approach, value chain
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Currently, business process modeling has become an independent area of interdisciplinary
research, associating experts in innovative and strategic management, marketing, and
information technology.

There are many definitions of a ‘business model’ which include a set of parameters that
allow classifying and comparing them by the scale of generated income. Since business process
modeling performs two major functions: value creation and income generation, many authors
consider the value chain as a key component of company’s business model (see, e.g. [Amit, Zott,
2001, 2008; Klimanov, Tretyak, 2014; Osterwalder, Pigneur, Tucci, 2005; Shafer, Smith, Linder,
2005]).

Three groups of theoretic approaches to studying the value chain management process and
evaluating inter-firm interaction in a network can be distinguished [Popova, Yadrikhinskaya,
2016]:

1. Theories focused on studying value chain generation processes: transaction costs
theory and outsourcing theory. The former unfolds the terms of making a choice between the
market and internal production. It is stated that a company should concentrate on its key
competences and transfer other activities to its market partners if they possess the most state-of-
the-art technologies and can operate them at lower costs. Besides considering two organizational
alternatives (market and hierarchy), an important role of strategic partnerships is highlighted.

2. Theoretical approaches describing value chain organization, in particular,
distribution of functions, strength/power, and income among its actors, as well as forms of inter-
firm relations. This group includes the following concepts: marketing channel management,
supply channel management, Porter’s Five Forces Framework, and the network approach.

The main difference of the network approach is evaluation of business operations in the
social context. Market is viewed as organized, not spontaneous. Network-based relations
increase mutual dependency of businesses and reduce market uncertainty.

Advocates of the network approach assume that in the value chain, a company manages its
relationships with partners, coordinating goals and strategies for development and aiming at
taking the most advantageous market position which will promote its establishment as the
principal network player.

3. Theories describing the process of value chain management focused on its
individual players: the strategic management theory, the marketing theory, and the relationship
marketing concept related to the network approach but mainly focused on marketing
management. The relationship management concept shifts the emphasis on the system of joint
value creation and distribution which provides market players with long-term competitive
advantages.

Through interaction and development of relationships with other market participants,
companies configure ‘the network context’ which determines their capabilities and potential for
development.

Integration the business model concept with the concepts of network approach and
relationship marketing allows discussing changes in companies’ comprehension of their place in
the industry value chain. The subject under review moves from an individual organization to a
network of market agents.

Since value creation and acquisition occur during interaction and development of
relationships among companies, value-creating networks should be viewed as major structural
components of a business model.

Applying the network approach, the business process modeling concept with the value
chain as its key element acquires a new perspective: a company builds up its relations with
partners in order to generate the most valuable offer. At the same time, market participants are
members of value-creating networks which are managed through the effort to redistribute
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resources and reach the desired position in the network by means of building long-term
trustworthy relationships with partners.

Therefore, to understand and develop the company business model phenomenon, it is
necessary to evaluate interaction of market agents, the process of value creation and value
proposition, as well as income generation and distribution among the value chain actors.

Thus, a company business model in the context of network approach will be represented as
follows (see the Fig. 1):

resources’ ... resources/ !
aclivities

resources/
activities aclivities

Partner ﬁ Partner ﬁ ﬁ Partner
interdependency/ interdependency/ interdependency/
control control control
Value Consumer
resources/ resources/ praposilion market
activities activities
Partner | - m—»- <mmmmp  Parner

interdependency!
contral

interdependency/
cantrol

Financial model
for network
rent acquisition

*

Network growth
strategy

Fig.1. Company business model evaluation schema in the context of network approach.

Key competences and resources of the network are generated and developed during
interaction of the value chain actors. This allows companies to acquire the ‘network rent.” The
principal company performs its coordinating function in the network. Its growth strategy and
financial model determine the boundary, structure of the value chain, peculiarities of income
generation and distribution, and the business model on the whole.

The network business model possesses a high long-term potential, since it provides for
wide opportunities of income generation by means of companies’ participation in various
elements of the value chain. It is attractive for both big companies and small-scale innovative
firms.

Within the network model, a company can act as a coordinator of the activity within the
network of suppliers and customers along the entire value chain. This allows it to reduce risk and
expenditure, increase credibility and income generation potential. By means of cooperation and
partnership, a company gains access to critical resources and technologies necessary to increase
its long-term competitive advantage.

Thus, a company business model requires expansion and along with strategic solutions and
the value-creating process, it should include evaluation, development, and management of the
value creating network which impacts its performance.

References

Amit, R., & Zott, C. (2001). Value creation in e-business. Strategic Management Journal,
22 (6/7), 493-520.

Klimanov, D.E., & Tretyak, O.A. (2014). Business models: major aspects of research and
identification of comprehensive groundwork for concept. Russian Management Journal, 12 (3),
107-130.

318



Osterwalder, A., Pigneur, Y., & Tucci, C. (2005). Clarifying business models: origins,
present, and future of the concept. Communications of the Association for Information Systems,
15 (May), 1-43.

Popova, J.F., & Yadrikhinskaya, O.G. (2016). Network business model of value creation.
Corporate Management and Innovative Development of Economics of the North: Newsletter of
Center for Scientific Research of Corporate Law, Management, and Venture Investment,
Syktyvkar State University, 3, 101-107.

Shafer, S., Smith, H. J., & Linder, J. (2005). The power of business-models. Business
Horizons, 48 (3), 199-207.

Zott, C., & Amit, R. (2008). Exploring the fit between business strategy and business
model: Implications for firm performance. Strategic Management Journal, 29 (1), 1-26.

319



The Potential of Feedback, its Strategies and Features
in Teaching English

Tatiana Repina, St. Petersburg State University, Russia

Abstract

This paper aims to discover the extensive potential of feedback in ESP/EAP teaching,
specific for language teaching and applicable to academic courses at large. Teacher and
peer feedback has been analyzed and systematized to identify principles, strategies and
forms, which confirmed their effectiveness to support language and content learning and
should be considered in course and curriculum development. The research methods
applied were direct observation and analysis of conferences records, questionnaires of
students and the faculty, and criterion-referenced performance tests. Presented here are
the results of empirical studies of written feedback on students’ assignments, recorded and
observed teacher-student/peer conferences where academic work was discussed and
evaluated.

Key words: ESP/EAP, feedback, learning styles, teaching strategies

320



1. Goal of the Research

Despite increasing attention to the challenges and types of effective feedback, little
research has been conducted to examine teachers’ and students’ expectations of feedback which
meet cognitive requirements of education, and the ways students’ academic progress is perceived
rather than assessed by themselves and others, which result in higher motivation and have a
tangible impact on learning outcomes. This sets the goal of this exploratory qualitative study
which seeks to identify the feedback principles and strategies which really work in modern
Russian tertiary education.

The objectives of this research were to highlight the changes in language proficiency
development and assessment which result from the new requirements of professional and
academic markets and the strengthening of English in its lingua franca role; to define which
feedback principles remain actual and how the existing feedback and revision methods and tools
can be modified to reach the best possible results based on acknowledgement of different
learning styles.

2. Novelty / author's contribution

The study indicates the main expectations and requirements to feedback and shows the
importance to consider them in EFL teaching. It also promotes careful consideration of student’s
perception of their performance and progress by means of feedback.

Effectiveness of feedback lies in the new approaches and methods of its delivery.
Communicative language teaching (CLT) creates an open to discussion and creativity type of
collaborative educational environment where students have the right to be treated with respect
and be supported to achieve their goals. Teachers perform “different and possibly conflicting
roles as they give feedback: sometimes acting as teacher, proofreader, facilitator, gatekeeper,
evaluator, and reader at the same time.” (Hyland & Hyland, 2001: 187) Consequently, the use of
self and peer assessment for particular assignments is becoming a key issue in CLT.

Moreover, application of specially designed check-up lists for particular tasks and skills
development assessment in addition to self-evaluation guidelines and instructions, discovering
new modern technologies provisions to deliver and receive feedback have been proved feasible,
hence recommended to be included in course resources.

3. Methodology

The research methods applied are direct in-class observation and consequent analysis of
available teacher-student or peer conferences records, institutional and specially designed
questionnaires of students and the faculty, and criterion-referenced performance tests to correlate
feedback with academic progress. The data were collected through studies of the written
feedback on students’ assignments due to its easier availability, informal interviews with English
and subject teachers, answers in questionnaires, scripts and notes of teacher-student and peer
conferences aimed at discussing and evaluating academic work. The research has been
conducted at St. Petersburg state university, faculty of Liberal Arts and Sciences, English course.

4, Results

Consistent relevant feedback in EFL teaching has overall positive effects on students’
academic progress and enhances their language competency. Well planned and timed, it affords
teachers an opportunity to guide and encourage students to study harder as well as adjust course
content or teaching strategies based on actual learners’ needs and progress. The study found a
better effect in combining written and conference feedback, which ensured up to 90%
improvement of speech organization, clarity, cohesiveness, and minor 40% accuracy
improvement in the use of English.

Low engagement with the feedback was related to the possible mismatch of feedback
delivery and the students’ learning styles. Since classroom is a dynamic environment, the
feedback practices and tools require alterations based on students’ needs. Recent research (Kolb,
Kirkpatrick, Gardner) has been summarized to define the following learning styles which affect
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language acquisition: (1) ‘assimilating’ which benefits from instructions; (2) ‘accommodating'
which works best as a hands on experience; (3) ‘diverging’ suits mostly emotional students able
to use imagination to solve problems; and finally, (4) ‘converging’ aimed at finding solutions to
practical tasks rather than focusing on social or interpersonal issues. Moreover, the failure to
benefit from the feedback accounts for teachers’ low motivation in providing a fully-developed
feedback and their focus on accuracy more than on content.

Teachers’ and students’ expectations of feedback coincide in promoting the best learning
outcomes and meet actual professional and academic language proficiency needs. Gradually
students conform to the teacher’s expectations, so it is rational to plan presenting them along
with course requirements. There was also evidence of opposition: teachers tend to generalize and
unify, while students expect personal and practical approach.

The findings based on students’ questionnaires highlight the specifics and benefits of
teacher and peer feedback. Teachers tend to pay more attention to the form (accuracy, style, task
completion), prefer coded and indirect feedback, while peers are found to comment more on the
content and coherence, be more direct. In addition, peer opinion tends to be trusted more on the
basis of similar experience, no obligation of assessing the task or formalizing it based on the
required standards or test patterns.

The list of basic principles and teachers’ and students’ expectations appear to remain
invariable. The compiled list of qualities of teacher’s feedback prioritised

- ascribed sophistication, credibility;

- relevance (pertinence and practical outcome);

- expected acknowledgement of achievements and rigour;

- communication quality (clarity, directness);

- timeliness (at an appropriate time and regulaly).

To sum up, effective feedback benefits both teachers and students, promotes strategies and
protocols to support English acquisition, has an impact on curriculum design.
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Comparative Case Study of IT Firms Internationalization Using Business
Model Experimentation: Evidence from Finland and Russia

Tommi Rissanen, Lappeenranta University of Technology, Finland
Liubov Ermolaeva, St. Petersburg State University Graduate School of Management,
Russia

Abstract

Emphasizing the process view, we aim to track the internationalization paths of two
firms and answer following research questions: (1) How do firms combine effectual logic
with business model experimentation while entering international markets?; and (2) What
role does context play in this process? This is a comparative case analysis of one Finnish
and one Russian IT companies’ internationalization process. The findings confirm that
there is evidence of using effectuation and experimentation in internationalization process
and that the way effectuation and experimentation is used is context-dependent. Business
model experimentation and effectuation logic are potential theoretical concepts to be
considered by both academics and businesses when studying international
entrepreneurship

Keywords: effectuation logic; business model experimentation; internationalization
process; international entrepreneurship
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1. Introduction

Since internationalization behavioral theories such as Uppsala model (Johanson and
Vahlne, 1977), international new venture (Oviatt and McDougall, 2005), and born-global
(Knight and Cavusgil, 1996) emerged scholars have been studying the driving forces and
determinants of firm’s internationalization process. Among them they identified firm’s learning,
business networks, founders’ prior experience etc. However, research on interrelations between
firm’s internationalization process and entrepreneurs’ cognitive logic is still insufficient.
Moreover, while the use of effectuation in companies’ internationalization process has been
studied, there is very little research on business model experimentation in the context of
internationalizing IT-companies.

This study aims to confront the internationalization process theories to IT companies’
internationalization through experimentation and to reveal the role of entrepreneurs’ “learning by
doing”. In order to track process patterns characterizing SME we have implied process approach
and conducted a case study research of two IT companies, one from Russia and one from
Finland. We aim to answer following research questions: How and why do IT firms
internationalize using business model experimentation? |Is there any difference in
internationalization approach between Russian and Finish IT firms?

2. Theoretical background

Keupp and Gassman (2009) emphasize theoretical inconsistencies and knowledge gaps in
the international entrepreneurship field. Although many researchers point out that
internationalization and entrepreneurship are similar processes and recognize that theory from
the entrepreneurship area can enhance the understanding of firm’s internationalization
(Andersson, 2000; Johanson and Vahlne, 2009) there is still a lot to explore (Andersson, 2011 ).

The initial model introduced in 1977 (Johanson and Vahlne, 1977) defines
internationalization as a process of increasing experiential knowledge. Main idea of the model
that firm’s international behavior is determined by foreign market’s physic distance, firm’s
organizational learning and commitment. Learning about the market firm commits more its
resources and goes through different steps in its internationalization. The model was criticized
for its determinism and absence of consideration of individual strategic choice (Autio, 2005;
Bell, 1995).

Findings of Kalinic et al (2014) say that entrepreneurs might have rather scarce knowledge
about foreign market, furthermore entrepreneurs often can’t recognize the value and relevance of
information. But they can succeed in foreign market by mean of combining causal and effectual
logic. They act based on the means available and follow the affordable loss principles. Thus
acting sometimes precedes learning confronting traditional Uppsala model.

3. Business model experimentation

Decisions are never done in isolation from others both inside and outside the firm. The
decision-making process is not an optimization process but rather a process to find a satisfactory
solutions with many sides involved (Andersson, 2011). Fisher (2012) claims that decision-maker
facing a measurable and /or predictable future tends to favor the former, whereas decision-maker
dealing with unpredictable environment and uncertainty may favor experimentation and iterative
learning instead. Non-predictive strategy associates with effectuation logic (Wiltbank, Dew,
Read &amp; Sarasvathy, 2006). Business model experimentation is a way to discover the most
effective models of allocating resources in the market (McGrath 2010), a way to carry out
business model innovation by splitting up the key decisions (Girotra and Netessine 2014), and a
trial-and- error process following the single-loop and double-loop learning (Argyris 1976; Sosha
et al. 2010; Trimi &amp; Berbegal-Mirabent 2012).

Conventional strategic thinking concentrates in planning and the success is measured by
comparing the projections to the actual events. Discovery driven thinking aims at learning as
much as possible at the lowest possible cost instead of careful planning and rigorous
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implementation of the plan. Discovery driven approach to business models assumes that it will
take market place experimentation and time to discover the most effective model to survive in
the market.

4, Research design

As Knight et al (2016) argue, developing a deeper understanding of processes requires
using various methodologies and analytics in future research. Such approach might capture the
dynamism inherent in young firm internationalization. Furthermore the authors claim that case
studies and longitudinal research will serve this aim best.

In frame of our study we consider experimentation occurring in the firm as part of its
internationalization process, thus each experiment is considered as a critical event.

As we aim to analyze not only internationalization process but also learning-by-doing
process resulting in business model experimentation, the multilevel study seems rather suitable.

We have chosen in-depth study of two cases — one in Finland and one in Russia. Cross-
case analysis will be conducted by adopting the techniques suggested by Miles and Huberman
(1994). We aim to examine differences between the cases.

5. Findings

The preliminary findings of the study indicate that despite of the success in utilizing the
business model in Finland and Russia, the case companies cannot predict their success when
going into international market. Therefore, methods that have the characteristics of effectuation
logic can be seen in firms’ internationalization processes, which is in line with previous studies
(Wiltbank, Dew, Read & Sarasvathy, 2006). When facing unpredictable environment the
companies have used experimentation as a way to increase their understanding of the market
confirming Fisher’s (2012) claims.

The case companies have used experimentation to find out the best way to allocate
resources in the international market (McGrath 2010). However, there were differences between
the companies as well. The Finnish 1T-company was looking for new opportunities for growth
and therefore it was able to utilize rather pure business model experimentation process as
explained by scholars (McGrath 2010; Argyris 1976; Sosna et al. 2010; Trimi & Berbegal-
Mirabent 2012). However, the Russian IT-company aimed at the foreign markets from the
beginning what allows us to call it born-global, and if first international operations were done in
purpose to discovery new market (opportunity recognition rather than effectuation) further
internationalization was pushed by unfavorable home market environment.

Another difference in experimentation processes was related to personnel. IT-companies in
Finland treat their employees quite differently than similar companies in Russia or in US, where
both case companies have established an international subsidiary. Here experimentation has been
used to overcome different challenges by both companies.

The final analysis of the case interviews is yet to be done, but the preliminary findings
confirm that there is evidence of using combined cognitive logic (effectual and cognitive) and
experimentation in internationalization process and that the way cognitive logic and
experimentation is used is context-dependent.

6. Contribution

The academic contribution of this study is the increased understanding of the interrelations
between firms’ internationalization process and entrepreneurs’ cognitive logic. The use of
cognitive logic and experimentation in different contexts by similar companies from different
cultures provides some insight into the topic. The business model experimentation is a way of
building firm’s internationalization strategy. In line with combined decision making logic it is a
tool for finding new opportunities relying on those resources which firm possess.

The managerial contributions of the study is better understanding on how managerial
decision-making is context related when a firm is using effectuation or experimentation methods
in internationalization process. Successful building of a growth company using experimentation
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is difficult, but internationalization of the same company is a new, much harder task. Our study
aims in providing some insight to make is a bit easier.
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Communicative Approach to Teaching Foreign Languages in the Era of
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Svetlana Rubtsova, St. Petersburg State University, Russia
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Abstract

The purpose of this study is to present some of the findings derived from a study of
the use of modern technologies in designing language and communication skills programs
in higher education. Internet-based technologies allow teaching to be conducted on a
fundamentally new level and give a lot of opportunities for learning language beyond the
classroom. However, while developing language programs one should take into account
that there is a number of skills which can be developed more effectively in the classroom
with the help of new technologies. Modern technologies offer a lot of advantages when
teaching students with special needs, giving them equal opportunities for studying.

Keywords: innovative, styles of teaching, Internet technologies, skills
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1. The Aims

1.1. Modern technologies and teaching process

The purpose of this study was to examine the effectiveness of using the Internet
technologies in the process of teaching foreign languages. As Toffler (1984) reported modern
technologies make changes in all spheres of our life. One of the trends of development of
modern language and communication skills programs in higher education is the widespread use
of electronic educational resources (educational multimedia textbooks , online educational
resources , universal multimedia encyclopedia , etc.) that allows teaching to be conducted on a
fundamentally new level.

1.2. Developing new strategies of teaching

As Sharma (2006) and O'Dowd (2009) reported many foreign language teachers have explored the
potential of integrating the Internet technologies into foreign language programs with the
purpose of developing learners' professional skills. Out-of-class learning is considered to be one
of the advantages of rapidly developing Internet-based technologies. A lot of educators
undertook innovative program and task design. This study identified a number of skills which
students need for their future profession and which could be developed more effectively in the
classroom. The study also examined Internet opportunities for developing programs for students
who are taught individually.

2. New Approach

2.1. Widened affordances for language learning

Using some Internet-based technologies, e.g. Google Forms, can be recommended for the
following tasks: planning events, developing surveys and questionnaires, collecting data. The
Form can be created in Google Drive menu or in an existing spreadsheet. The new form will
open automatically.

Students can add questions in the appeared template. They can also structure the form,
dividing it into several pages, and adding the titles to them. The opportunity to upload a custom
image, a video, to personalize their form or tailor it to the intended audience enables students to
use creative approach to implementing the task. One of the advantages of Google Forms is
automatic sorting and analysis of the responses and findings. Students can add and edit
questions, then collect responses quickly and present their findings to the group. Another
advantage of Google Forms is the opportunity for students to work together on a form by sharing
it with collaborators.

The ease and quickness of work with Google Forms allows students to perform this task
within one lesson, which contributes to more effective learning of skills of developing
questionnaires and interviews. There have been a lot of positive feedbacks of students doing
tasks of this kind.

2.2. Teaching through different Internet platforms

Different Internet platforms, e.g. BlackBoard, can be used both for teaching groups of
students and designing programs for individuals, especially those with special needs who have
individual lessons in a number of subjects. As Sharma (2006) and Eastment (2007) reported the
World Wide Web offers a near-infinite number of authentic materials, as well as opportunities
for computer-mediated communication via Skype or similar software, making students active
participants in the process of language learning. Teachers can download their materials, integrate
texts, audio and tasks from traditional textbooks into language courses in BlackBoard. Internet
platforms both offer individual approach to every student and create online collaborative
environment. Working as a team students can create data bases, sites and prepare materials on
different topics for further publication.

3. Methodology

Traditional and innovative styles of teaching were analyzed in the study using descriptive
analysis.

328



Focus of the study was on groups of Russian speaking students studying Business English
and their professional development into independent language users.

4, Findings

Although modern technologies give a lot of opportunities to learn beyond the classroom, it
seems reasonable and more effective to take advantage of Internet technologies for developing
some skills in the classroom.

Combining using of different Internet platforms and traditional approach to teaching
foreign language increases effectiveness of learning, giving equal opportunities for students with
special needs and allowing fast develop of professional skills.
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Improvement of Planning Methods for Freight Rail Transportation
to Seaport Terminals

Mariia Sakhanova, St. Petersburg State University Graduate School of Management,
Russia
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Russia

Abstract
Nowadays Russian railways make centralized decision about month loading plan for

regional railroads in terms of cargo types, destination, types of rolling-stock subject to
customers’ orders. To implement centralized plan for a month regional railroads make
local decision about daily loading. Such a plan should meet conditions of different nature:
customers’ needs, technological and season terms, and others. However, such a policy could
lead to non-uniform delivery to a seaport. As a result it brings penalties if capacity of the
port is not enough to elaborate cargo delivered.

This research introduces improvements for centralized freight railroad
transportation planning methods in the direction of port terminals. Theoretical result of
the research is a method, based on a linear programming model. The method allows
constructing such loading plan for railroad shipment to a seaport as to minimize penalties
for cargo, which exceeds daily capacity of the seaport. Practical result corresponds to
implementation of the method in the case of Russian railways.

Keywords: supply chain management, operations management
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1. Introduction

Transportation system includes all types of transport: road, railroad, air, marine and others.
The system is of high priority for trade and macroeconomic.

Railroads are effective and relatively cheap type of transportation. Effectives of
manufacturing and trade organizations depend on railroads. “Russian railways” (RZD) is one of
the biggest railroad companies in the world. Russian economics significantly depends on RZD
not only because it is the one transportation company, who can organize transportation for long
distances, but also it is one of the biggest employers in the country.

Researches on effectiveness of railroad are mainly focused on technical details of the
railroad infrastructure, multimodal transportation, routing, scheduling [1,2,3]. However, there
has been very little research work that focuses on the coordination of railroads and seaports. In
real case weak coordination brings high penalties for a transportation company. Based on integer
programing we develop mathematical and quantitative transportation models addressing the gaps
of the extant models.

2. Research aim

The main aim of the research is to create a model, which helps to make decision for a
railroad company to organize material flows via railroads to fit capacities of seaports.
Realization of the model is shown in RZD case. To archive the main goal of the research we
investigate the following issues:

organization of transportation flows in a company “as is”

types of cargo delivered by railroad company to seaports

supply and demand processes characteristics

resources of the company

railroad network and its technical characteristics

developing and testing mathematical model

The subject of the research is “Russian railways”. The object is seaport and railroad
coordination and problems, which appears as a result of weak coordination: deficit of free cars to
load, late cargo delivery, penalties for mismatching in cargo delivered to seaport and seaport
capacity.

3. Research novelty

Scientific novelty of the research resides in proposed coordinating model of railroad
transportation to a seaport. The objective function in a model is cargo volume, which exceeds
seaport capacity and should be minimized subject to constraints corresponding to demand,
technical restrictions and seaport capacity. In practice heuristic solutions are often implemented.

4, Research methodology

The research is based on methods of linear and integer programming. As a result new
model is introduced for daily cargo loading planning for railroads to minimize penalties for
seaport capacity exceeding. To get and prepare data interview and statistic methods are
implemented.

5. Research results

The new methodology realized as mathematical model for the case of RZD is developed.
Statistics methods are used to study distribution of real data. As a result it is shown that
methodology developed in the research leads to monetary savings in the RZD case.
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Context-oriented Knowledge Management in Production Networks
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Abstract

Context-awareness has emerged from a special feature of niche applications to a
characteristic of many knowledge management systems. The paper addresses the issue of
how to tailor 1T-solutions supporting knowledge management for the use in production
networks. The proposed approach includes modeling of organizational and individual
context in production networks to identify variation aspects and adaptation requirements.
Furthermore, the use of knowledge portals is proposed as a means to implement the
identified adaptations.

Keywords: knowledge management, production networks, context, knowledge portal
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1. Introduction

Work presented in this paper combines experiences in organizational knowledge
management and networked organizations. More concrete we address the issue of how to tailor
ITsolutions supporting knowledge management to production networks. Production networks are
a cross-enterprise organization structure realizing and coordinating value creation and delivery in
a usually geographically distributed partner structure (Moller, Rajala, and Svahn, 2005).
Previous research in this field indicates that understanding the context of knowledge use and
taking this into account when implementing knowledge supply is essential to acceptance and
perceived utility (Kulkarni, Ravindran and Freeze, 2006). The purpose of this work is to discuss
context-orientation in knowledge management, to introduce an approach for analyzing “context”
and to show how the analysis results can be applied in knowledge portals for production
networks.

The research process used in our work includes a deductive and an inductive phase. In the
deductive phase, we analyze previous literature in order to identify relevant works. Based on the
results, an approach for a context modeling procedure is proposed. The inductive phase includes
usage of the approach, which also serves validation purposes.

2. Context-orientation in knowledge management

In the most general meaning, context describes what relates the entity under consideration
to the environment surrounding this entity. What an “entity” is depends on the actual
interpretation of context. Hoffmann (2008) provided a way to classify these interpretations by
distinguishing, e.g., situational context including any information characterizing the state or
situation of a person, and relational context providing any information pertinent to characterizing
the relation of an entity to other entities. Bazire and Brézillon (2005) analysed the state of
research in the area including more than 150 definitions.

Context-awareness in knowledge management needs to consider the perspective of
individuals in an organization and the organization as such. For the individual, context-
awareness means tailoring of knowledge provided to the actual work task, personal qualification
and organisational position. For the organization, the relevant context includes distributed
manufacturing projects in the production network with the involved partners, processes,
resources and roles. In Hoffmann’s categorization, the organisational perspective corresponds to
the relational context whereas the individual perspective is the situational context.

3. Context analysis approach

Due to the importance of context-awareness and the complexity of individual and
organizational contexts in production networks, a systematic approach for identifying context
elements is required. In previous work, we proposed an initial version for modeling context
(Sandkuhl and Borchardt, 2014). This context modeling approach consists of five steps:

1. Scenario modeling for the future context-based application

2. Variability elicitation

3. Initial context model development

4. Implementation of context-based application

5. Theory and practice validation

For brevity reasons, we will only discuss the first three steps. The purpose of scenario
modelling is to identify user groups and intended scenarios of knowledge management systems
in production networks. In order to understand which user groups exist and how their ways of
using the future system differ from each other, the process supported by the system, the
information input and output have to be analyzed and described. Variability elicitation is
probably the most important step. A context model has to clarify in what situations and on what
inputs or events what kind of adaptations should be made. Adaptations cannot only concern the
knowledge provided, but also functionality, behavior, output or appearance of the system. In
order to determine cause and kind of variation the variation aspects and the variation points have
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to be investigated. In the third step, context model development, the type of adaptation for the
identified variation aspect has to be specified. In practice, this defines what kind of configuration
a knowledge management system should undergo under what conditions.

4. Context in knowledge portals

Knowledge portals are among the many IT-solutions which support knowledge
management in organizations. Knowledge portals in general offer the support of business
processes and shared use of knowledge by integrating various applications and functionality with
a single user interface. These portals can be used to support the organisational and the individual
perspective of knowledge management. In order to put the results of the context modelling
activity into operation, i.e. to implement context-aware knowledge management, knowledge
portals offer an excellent opportunity. More concrete the variation aspects and types of
adaptations have to be implemented. Table 1 is a result of previous work (Sandkuhl, 2005) and
shows selected functional areas and examples for portal functions. The table also includes a
column showing the adaptations possible based on the context model.

Table I: Selected functions of knowledge portals

Context-based adaptations

Functional area
Personalization and customi-| Personalization of layout, used resources

zation Personalization of business area, tasks, thematic interests
Search and Retrieval Built-in search function, search engine, saving of search re-
sults, metadata- based search

Navigation and search in conceptual area

Cooperation with other users | Defining communities, shared work

Conference functions, coordination and planningsupport
Dynamics Category based search. publication of new contents. notifica-
tions

Generation of new knowledge (e.g. by logical reasoning)
Management of Knowledge| Document directory. use of metadata, content filtering

and Content Document and information models. metadata, semantic anno-
tation
Shared Concepts Management of concept space and semantic net, management

of facts, rule editor

As a conclusion of our work, we recommend to use context modelling in order to identify
required adaptations for context-aware knowledge management and to consider knowledge
portals for implementing them.
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Abstract

In recent years, considerable research has been conducted into business model
innovation in traditional business sectors. When it comes to business models in the cultural
and arts organizations, the academic literature and the applied empirical research is less
developed. This paper proposes a new model called “Business Model Innovation Prism” as
new conceptual and operative model potentially driving business model innovation in
cultural and arts organizations. Specifically, eight macro-dimensions were identified as
relevant and having capacity of synthesizing all the insights derived by the review and
analysis of the models and frameworks recently elaborated and commonly used in scientific
literature and managerial practices as well as of being easily and coherently declined for a
cultural and arts organization.

Keywords: Business Model Innovation; Cultural and Creative Organizations
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Recent studies on business model - as description of the rationale about any organization
works - have primarily focused on large organizations operating traditionally in manufacturing
or e-business. In contrast, there is a notable lack of research into the practices of small and
medium-sized enterprises and organizations, as well as in other industries and particularly in the
creative and cultural industries. But, in today’s economic scenario, the relevance of shaping
sustainable business models is becoming a major challenge also for the creative, cultural and arts
organizations. Numerous frameworks have been proposed according to which organizations
should follow in order to design and implement business model innovation. However, it is
possible to state that the same attention and the same effectiveness in elaborating and applying
this kind of management systems has not been paid about creative, performing, cultural and arts
organizations and similia. This is probably linked to the nature and the specific features
characterizing these specific organizations. To fill these gaps, at scientific level, a systematic
literature review was performed to draw relevant methodological schemes and contents about the
models, the frameworks, the actions, the tools, aimed to support the identification of the value
dimensions of the business models of the cultural and arts organizations. Specifically, at contents
level, the elaboration of a new model for the business model innovation in cultural and arts
organizations has been driven on the base of a review and analysis of the models and
frameworks elaborated and commonly used in scientific literature and managerial practices —
such as Strategy Map and Success Map (Kaplan and Norton, 2000), Balanced Scorecards
(Kaplan and Norton, 1996), Performance Prism (Neely et al, 2001, 2002), CANVAS
(Osterwalder and Pigneur, 2010).

After the design and the implementation of a research protocol that for shortness’ need it is
not presented here, as a result, a new model called “Business Model Innovation Prism” was
elaborated and adopted as new conceptual and operative model potentially driving business
model innovation in cultural and arts organizations. Specifically, nine macro-dimensions were
identified as relevant and having capacity of synthesizing all the insights derived by the review
and analysis of the well-known models and frameworks recently elaborated and commonly used
in scientific literature and managerial practices — as well as of being easily and coherently
declined for a cultural and arts organization. They are presented as in the following: 1. Audience
Development; 2. Governance; 3. Creative venue; 4. Creative digit; 5. Funding & Financial
resilience; 6. Organizational resources; 7. Collaborative relationship with stakeholders; 8.
Marketing and IPRs.

The dimension “audience development” highlights that within the current environment,
organizations are re-defining their missions and arts and cultural policy is shifting its focus from
influencing the supply and quality of the culture and arts to increasing audience engagement and
to developing audience development strategy. Accordingly, three ways to build participation
were identified: broadening, i.e. potential users to get involved by removing contingent obstacles
for participation in culture and arts, deepening, i.e. cross-proposing cultural and arts forms and
experiences to existing users, and diversifying, i.e. tactics appropriate for individuals not inclined
to participate in culture and arts.

About “governance”, as highlighted by Fitzgerald (2010, ed.) “it defines the mission and
purpose, scope and method of use of (organization’s) premises, provides the underlying platform
for the implementation of economic activities and management, and defines all stakeholders (of
a cultural and arts organization)”. Through the research it has been possible to identify some
archetypes of governance models that may eventually drive change and innovation of the cultural
and arts organizations.

“Creative venue” is related to the importance to re-rethink the spaces in which the
organizations operates, trying to let them to become more attractive for audience development
and more sustainable from an economic point of view.

339



About “creative digit”, it emerges that organizations can use technologies to reach new
audiences, generate new revenue streams, improving operating efficiency and generate entirely
new forms of artistic experiences and cultural value, through practical actions on the creation,
preserving and archiving, distribution and exhibition of arts and cultural experiences through
digital channels, marketing and audience development and operational models.

Regarding “funding and financial resilience”, it emerges that they can benefit from various
funding instruments, ranging from self-finance, public support measures to private financing
(debt and equity). In addition, there are alternative funding models, which frequently have mixed
forms and are the most innovative in their design and outreach.

In terms of *“organizational resources”, cultural and arts professionals are and should
increasingly adopting new orientations and actions to working entrepreneurially: an increasing
number of cultural and arts organizations in the world are becoming more open to this way of
thinking and working, and realizing the potential for creating new business opportunities as well
as improving societal impact. Related to this, the “collaborative relationships with stakeholders”
and particularly between business and creative, cultural and arts organizations and professionals
are consistently growing in the last few years. Collaborative relationships with creative, cultural
and arts organizations can be adopted as management means to increase the value of products,
services, processes, and organizational components, as licensing agreement, for sponsorships, for
Human Resource development and training, as Corporate Philanthropy and Corporate
Foundations.

Cultural and arts organisation
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System Modeling in Spatial Strategic Planning: Analysis and Typology
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Russia

Abstract

In recent years, the strategic planning of spatial development is becoming
increasingly important when making of critical decisions in management and economics.
This paper deals with the issues of Russian and international researches in the field of
system modeling implementation and how it can be used for support the process of spatial
strategic planning in the context of theory of regional economic growth and development.
The main goal of this paper is analysis the main domains or areas of system models
applying. Scientific methodology of the research is based on system approach and
comprehensive consideration of the processes of spatial strategic planning and modeling.
Original contribution of the work is classification (typology) of models, used in spatial
strategic planning.

Keywords: spatial strategic planning, system modeling, regional economics, typology
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1. The main goal and contribution

One of the strength of scientific direction devoted to the solving problems related to the
strategic management of spatial economic systems is its interdisciplinary nature and the ability to
take advantages of the system analysis and synergetic effect in the study of a range of different
fields of knowledge. Another distinguishing feature is the synthesis of the conceptual categories
and methodologies of public sciences, sociology, humanities and technical sciences. In recent
years, the strategic planning of spatial development is becoming increasingly important when
making of critical decisions in management and economics. Frequently, such decisions involve
using of adequate system models and appropriate methodological approaches. Hereby, the role
and importance of modeling are increasing, particularly in creating of interdisciplinary databases
and forecasting of the results of interaction and interference of different kinds spaces.

This paper deals with the issues of Russian and international researches in the field of
system modeling implementation and how it can be used for support the process of spatial
strategic planning in the context of theory of regional economic growth and development. It is
theoretical study based on literature review, analysis of large volumes of information, the
author’s own experience and findings of investigation in this field.

The main goal of this paper is analysis the main domains or areas of system models
applying. The problem the author works with here is: How we can successfully use the
advantages of complex system models of spatial organization to determine resource potential and
increase the competitive advantages of the territory. Original contribution of the work is
classification (typology) of models, used in spatial strategic planning. This typology is
determined by models’ complexity and variety of application areas.

2. Research methodology

Scientific methodology of the research is based on system approach, complex and
comparative analysis, dynamic principle, and comprehensive consideration of the processes of
spatial strategic planning and modeling.

According to the system approach, any spatial strategic planning object is considered as a
complex system, i.e. a set of interrelated elements which often possessing of different nature and
relationships. This system has inputs (resources), outputs (results of activities), and connections
with the external environment. The principle of complex analysis involves the analysis of all
subsystems of the research object, and analysis of all elements of its external and internal
environment. The principle of comparative analysis implies the comparison of activity results
with economic indicators of competitors or standards. Dynamic principle requires consideration
of the object of research in the dialectical development, taking into account cause-and-effect
relationships and co subordination.

3. Results and findings

The use of modern modelling methods and technologies are now essential trend of
improvement of strategic analysis processes and planning, that enables companies to succeed in
a rapidly changing environment. This study shows that there are the following main types of
models used in spatial strategic planning:

e Scientific cognition models or theoretical models, which are used for the development
and deepening of the theoretical and methodological aspects;

e Applied models used to solve practical problems;

e Hybrid models, that combine the different approaches, styles, and modeling paradigms.

Scientific cognition models or theoretical models are being used in the research of
regularities of spatial development. The concrete tasks of location and organization of economics
space are being solved with the help of applied models.

The class of theoretical-analytic models includes conceptual models and mental models.
Structural models reflect the organization of the research object, its elements and parameters, as

343



well as the connections between them. Functional models allow us to study the object is not by
analyzing its internal structure, but through the cognition of its activities, specifics of its
behavior. Of course, these kinds of modeling are not mutually exclusive and can be used in the
study of complex objects simultaneously or in some combination, complement each other. For
example, conducting an experiment with the structural model provides information on how the
research object responds to changes of external environmental conditions, and on the other hand,
the study and analysis of functional models may help to get an understanding about the internal
structure of the object.

In the case of solving of applied problems, models of spatial interactions can be
differentiated by the following distinguishing characters:

e Availability of the probability distribution of values of the parameters that determine the
spatial strategies: the stochastic and deterministic models. In deterministic models, parameters
influencing the decision-making process and the development of the situation are known.

e Dependence on the time factor - static and dynamic models.

¢ The level of detailing - the aggregated (generic) and detailed models.

There is the particular group of models and modeling systems - intelligent models and
systems that allow in conditions of uncertainty, incomplete initial data and complex
interdependence between elements of investigated spatial regional economics system to evaluate
the implications of realization of various scenarios of strategic spatial development. Building this
type of models, as a rule, is a time-consuming process with a calculating point of view. This
requires the involvement of the potential of modern ICT in the models building and carrying out
model experiments. The class of intelligent models includes system-dynamics and agent-based
models as well as models and methods of "soft computing™ - fuzzy logic, neural networks and
evolutionary computation. The major advantage of intelligent model and systems is the ability of
multidimensional representation of spatially localized complex systems, within which the spatial
interaction of market, macroeconomic, industrial, and social and technological factors may be
taken into account. These factors can be considered as determinative not only for sustainable
competitive advantage and for development of the region, but also for the formation conditions of
maximizing region's contribution to strategic spatial development of higher-level systems.
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Subregional Assymetry in the Development of Micro-Enterprises

Liudmila Serova, St. Petersburg State University Graduate School of Management,
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Abstract:

Modern economy gives specific challenges to every business unit, but for micro
enterprises impossibility to overcome them may lead to disappearance. Transition
economies sufficiently increase the role of small and micro enterprises because of the
ability to respond to the systemic shock and generate jobs and income at the time when the
large firm sector was undergoing a rapid decline. Micro-enterprises create favorable
conditions for Russian sub-regional economic growth: they develop competitive
environment, enlarge consumer sector and find a better use of local raw materials. The
current study combines typology task with territory potential use analysis and the main
objective of the study is Russian sub-regional differences analysis in micro-enterprises
population development. The purpose of this research is to examine the national business
environment on a regional basis, as well as to identify factors that determine the economic
viability of different regions.

Keywords: SME, microenterprises, entrepreneurship, distribution intensity, Russian sub-
regions, regional asymmetry, rank abundance curve, business demography, regional economy,
variations
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Micro-enterprises (self-employed people or entities with a number of employees less than
15 people and yearly turnover less than 120 million rubles) in Russia exist for a long time but
have acquired an official status only in 2009. In 2010 was organized the first SME statistical
monitoring, where micro-companies were represented as separate business units. The peculiarity
of this type of businesses is that their birth and survival rates are used as indicators of the
business climate in the region and also represent a social function of entrepreneurship. Micro-
enterprises create favorable conditions for Russian sub-regional economic growth: they develop
competitive environment, enlarge consumer sector and find a better use of local raw materials.

The recent shift of economically developed countries from a managed economy towards an
entrepreneurial economy is reflected in the increasing number of small and medium-sized
enterprises (SMEs) in an economy. Partially SMEs are presented by micro enterprises, large sub-
population which is too far from homogeneous has low firm survival rate and therefore quite
difficult for study. So, typologies are a useful means of gaining a better understanding of these
firms and their roles in the economic growth (Jaouen et al, 2015).

Transition economies also increase the role of small and medium-sized enterprises (Hashi
et al, 2010) because of the ability of small and medium enterprises to respond to the systemic
shock and generate jobs and income at the time when the large firm sector was undergoing a
rapid decline. Hashi and Krasnigi are sure that not only the business environment could affect to
SME potential growth, but the territory characteristics are really important to the SME
effectiveness increase and profitability growth, especially if the territories belong to the different
stages of transition.

Russia has very big potential to enhance the economic growth involving more than 1
million of micro enterprises. The theoretical contributions from this stream have added
knowledge to the growing body of literature on small businesses that were reviewed for this
study.

The current study combines typology task with territory potential use analysis and the main
objective of the study is Russian sub-regional differences analysis in micro-enterprises
population development. Micro-enterprises in Russia are distributed across the territory of the
country with a sufficient difference between sub-regions. The purpose of this research is to
examine the national business environment on a regional basis, as well as to identify factors that
determine the economic viability of different regions. In this paper, authors try to verify the
possible relationship between the intensity of the distribution and the potential of the territory. It
is clear that for a country ranked first in the world in terms of territory, the regional aspect of the
analysis of micro-enterprises is very important because it characterizes the level of creating a
favorable business climate.

The purposes of the study are the comparative analysis of territorial peculiarities of the
micro-enterprises development and assess the impact of spatial differences in the potential of the
regions on the performance of micro-enterprises results. Authors used rank abundance curves to
study variation in sub-regions in terms of the intensity to identify areas that require the potential
of micro-enterprises activation and reducing the risk. Several hypotheses were tested; two of
them have been confirmed: first, that the performance of micro-enterprises is positively
associated with the indicators of sub-regions potential; second, the existence of significant inter-
regional asymmetry in the distribution of micro-enterprises increases the magnitude of the
relationship between micro-enterprises intensity and risk indicators.

This article is fully based on official quantitative information published by The Federal
State Statistics Service, analytical agencies, and experts. In the first part of the research, authors
used to find the factors that characterize the micro-enterprise development in sub-regions of
Russia in comparison with European countries. Simple instruments were used for this purpose
such as descriptive statistics, cluster analysis, and hypothesis testing. The second part of the
research is examining the possible relationship between the micro-enterprises development and
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the investment potential ranks of sub-regions. Rank abundance curves, regression analysis were
used for this relationship modeling. Indicators and models parameters are able to point out ahead
of problem areas that require the implementation of special programs for the development of
entrepreneurial activity.
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Abstract

While there is a growing interest towards exploring multiple strategic orientations,
most research has been conducted in stable economic environments. Taking into
consideration the contemporary economic instability, it is timely to develop an
understanding of strategic directions which may guide firms’ behaviors for managing their
way through economic crises. In this study, we examine the role of entrepreneurial (EO),
market (MO), and learning orientation (LO) in helping SMEs capitalize during economic
crisis. Based on the dataset of 612 Russian SMEs collected in 2015-2016, the results indicate
that, individually, EO and MO enable firms to capitalize during crisis times; yet, their
benefits are reduced when coupling with another strategic orientation.

Keywords: strategic orientations, entrepreneurial orientation, market orientation,
learning orientation, economic crisis, SMEs, Russia
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1. Goal of the Research

The contemporary economic conditions, characterized with rapid, often unforeseen,
changes in the external environment, create a need for firms to respond, and not alignment with
the new realities may threat firm’s survival and viability in the long run (Fischer et al., 2004).
Recent studies on EO, MO, and LO are consistent in that firms combining several strategic
orientations may show better performance (Deutcher et al., 2016; Hakala, 2011). Investigation of
whether a firm should stay focused or rather adopt a broader strategic direction during the
economic crisis appears warranted. In this study, we examine the role EO, MO, and LO in
capitalizing during the crisis period, analyzing both individual strategic orientations and their
various combinations.

Strategic orientation reflects strategic directions implemented by a firm to create behaviors
for the continuous superior performance (Gatignon & Xuereb, 1997). Viewed as distinct
capabilities, strategic orientations may enable firms survive during unfavorable economic
conditions, and are especially beneficial in emerging markets where business-supporting
institutions are weak to help coping with economic crises. Following this, we suppose that the
more entrepreneurial-oriented, market-oriented, or learning-oriented an SME is, the better its
ability to capitalize on economic crisis in emerging market context.

The studies on interactions between strategic orientations show that different combinations
of orientations may enable firms to perform better, compared to manifestation of one orientation
type (Atuahene-Gima & Ko, 2001; Boso et al., 2013). Firms balancing EO and MO both
capitalize on emerging market opportunities and focus on customer needs. LO adds the
recognition of market changes and continuous refreshing of organizational routines. Therefore,
we assume that strategic orientations exert complementary effects and together will have greater
value-creating potential than each of them separately in the economic crisis period.

2. Methodology

For the purpose of the study, we surveyed Russian SMEs during the period of economic
crisis and political sanctions in 2015-2016 on the basis of a standardized questionnaire by
combining online survey and telephone interviews. Firms, constituting the population, were
privately owned, represented different industries and regions. For sampling, we generated a list
of random Russian firms using the Main State Registration Number and SPARK database. The
final dataset included 612 SMEs (25.3% effective response rate).

In measuring strategic orientations, established scales were used (Covin & Slevin, 1989;
Narver & Slater, 1990; Sinkula et al., 1997). As a dependent variable, we utilized the perceived
impact of economic crisis firm performance: sales revenue, profitability, pricing, average deal
size (Latham, 2005). Firm’s size, age, industry, past performance, availability of financial
capital, and index of regional development were controlled for. To test the model, CFA and OLS
regressions were run, adjusting standard errors for region clusters.

3. Results

The findings indicate that different strategic orientations have diverging effects on how
Russian SMEs are impacted by the economic crisis. Specifically, the more entrepreneurial or
market oriented an SME 1is, the better its ability to capitalize on the unfavorable economic
conditions. EO allows firms to experiment and be proactive when opening-up new opportunities,
while MO - reveal the changing customer needs and make rapid adjustments.

Furthermore, in contrast to the existing studies on complementarity of strategic orientations
in stable economic conditions (Boso et al., 2013; Deutcher et al., 2016), the results revealed that
during the crisis times, different combinations of EO, MO, and LO do not reinforce their
individual effects, but rather eliminate them, suggesting a substitute relationship (Voss et al.,
2010). Given the resource-constraint and uncertain environment of economic crisis, SMEs may
take shortcuts to execute and sustain the quality of their strategic orientations, resulting in lower
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chances of success, and the more benefits are achieved when a firm focuses on a particular
strategic orientation, rather than adopts a broader strategic direction.

4, Contribution

The research contributes novel insights to the literature on strategic orientations and
economic crisis. First, most studies have examined strategic orientations in the normal course of
business operations. We place orientations in the crisis context and emerging market, which
creates unique settings for examining the contemporary unstable economic conditions. Second,
while previous research emphasized a need to holistically analyze firm’s strategy (Hakala, 2011),
to the best of our knowledge, it is the first study to link EO, MO, and LO to SME performance in
the economic crisis context, analyzing both individual and joint orientation effects. Third, our
study is unique in sample and timing by studying Russian SMEs during the current economic
crisis. The random sample covering all country regions allows to generalize the obtained results
to the whole population of Russian SMEs.
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Abstract

This study examines how components of strategic entrepreneurship relate to Russian small
and medium-sized firms performance during the economic crisis and to what extent combinations
of firm resources determine these relationships. In order to address these issues we surveyed 651
Russian private SMEs. Our results show that during the economic crisis exploitation is positively
associated with firm performance. However, we found positive association of exploration with
firm performance during the economic crisis instead of negative association. Our results also
indicate that relationship between exploration as well as exploitation and firm performance is
dependent on different combinations of firm resources.

Keywords: strategic entrepreneurship, exploration, exploitation, SME, firm performance,
economic crisis, human capital, financial capital, social capital, Russia.
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1. Aim of the study and theoretical background

The economic crisis adversely impacts most of the SMEs, reducing the development rate
and increasing the number of bankruptcies. SMEs are lacking the resources to survive the
downturn (Hodorogel, 2013). Statistics show that the share of SMEs in the structure of Russia's
GDP is 20%, while in Europe it is about 50% (Rosstat, 2015; Eurostat, 2015). As we know,
Russian SMEs are very limited in their resources for implementation of their strategies even in
stable environment, so, during the economic crisis, the limitation of resources may become
enormous. Therefore, strategic entrepreneurship can be one of the possible solutions to this
problem.

Strategic entrepreneurship involves actions taken to exploit current advantages while
concurrently exploring new opportunities that sustain an entity's ability to create value across
time (Ireland, Hitt, Sirmon, 2003). However, because of the economic crisis, we assume that
relationships between components of strategic entrepreneurship and SMEs performance may be
different. Because innovation is risky as well as costly, during a crisis many firms might focus
more strongly on survival, and less on seeking out new opportunities (Kitching et al., 2009).
Under conditions of economic crisis they might rather focus on short-term, visible results
through exploitation than on explorative activities, which are linked to a certain degree of
uncertainty regarding future costs and benefits (Schmitt, Probst, Tushman, 2010).

Research has shown that resources are the basis of firm differential performance in terms
of wealth creation (Barney, Arikan, 2001). Therefore, we applied resourced-based view of the
firm as a framework for our research as it suggests that competitive advantages are a function of
the resources the firm develops or acquires to implement its strategy (Wernerfelt, 1984).
Financial capital, human capital and social capital are three critical resources for engaging in
strategic entrepreneurship. Firms with strong financial resources have the slack required to
identify and exploit entrepreneurial opportunities (Ireland, Hitt, Sirmon, 2003). The quality,
breadth, and depth of a firm’s human capital and social capital influence the amount of financial
resources it can expect to obtain (Dutta et al., 2002). Human capital includes the knowledge and
skills of the firm’s entire workforce and it is often enhanced through the firm’s social capital
which presents the set of relationships between individuals and between individuals and
organizations that facilitate action (Hitt, Keats, Yucel, 2003; Lepak, Snell, 1999). So, human
capital and social capital combined are the basis for obtaining and developing other important
resources necessary for exploiting opportunities and thereby creating wealth.

Therefore, we aim to address the following research questions: “How do components of
strategic entrepreneurship relate to Russian small and medium-sized firms performance during
the economic crisis?”, and “To what extent do combinations of firm resources determine these
relationships during the economic crisis?”

2. Methodology

The data used in the study were obtained through a survey of Russian private sector SMEs
during the period of time from September 2015 till February 2016. Companies were selected
from SPARK INTERFAX database by random sampling. According to the company selection
criteria, we excluded large companies (with a number of employees more than 500) and
companies with less than 3 employees from our sample. As a result, the number of target
companies who were called and offered to participate in the survey, is 2583 companies. We
obtained 651 completed questionnaires. Therefore, the effective response rate is 25.2%
(651/2583).

3. Results

Our results show that during the economic crisis exploitation is positively associated with
firm performance. However, we found positive association of exploration with firm performance
during the economic crisis instead of negative association.
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The opposite finding concerning exploration — firm performance relationship may be
explained by the fact that during the economic crisis SMEs have the advantage of greater
flexibility, being able to implement new services and launch new products more easily. Not
bound by strategies devised at the top level and by the need to get approvals, SMEs can make
decisions more easily and thus become much more efficient based on prompt action and
solutions adjusted to market circumstances.

Our results also indicate that relationship between exploration as well as exploitation and
firm performance is dependent on different combinations of firm resources.

4, Contribution and implications

The study provides a number of contributions. Theoretical contribution includes
development of the strategic entrepreneurship concept in the framework of strategic management
theory by focusing on firm internal characteristics, particularly on firm resources, and
development of strategic entrepreneurship studies in SMEs in the economic crisis context.
Regarding practical contribution, it includes development of recommendations for strategic
entrepreneurship use in SMEs in order to improve their competitiveness and performance during
the economic crisis. We suppose that during the economic crisis managers of SMEs should make
an emphasis on exploration as well as exploitation in order to increase firm performance.
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Abstract

Nowadays firms exist in highly unstable environment. The most dramatic and
substantial influence changes in external environment have on firm performance. Apart
from context, managers and founders’ decision-making is also remain very significant root
of venture success. We aim at exploring the relationship between top managers’ venture
cognitive logic and firm performance in emerging market context during economic crisis.
Particular, we utilize the database of 608 Russian small and medium firms collected in
2015-2016. The results indicate that under higher levels of dynamism and heterogeneity
Russian firms will benefit more from using causal logic rather than effectual.

Keywords: effectuation, causation, firm performance, uncertainty, SMEs, Russia
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1. Objectives

Venture cognitive logic has been broadly investigated in entrepreneurship literature (Dew
et al., 2009; Politis et al., 2012). However, effectual and causal reasoning can’t be limited to new
firms creation. A number of studies explored effectuation and causation on firm level showing
that managers use both causal and effectual reasoning with highly innovative R&D projects
(Brettel et al., 2012) and in manufacturing (Brettel et al., 2014). Thus, we build on these studies
and broad effectuation research applying cognitive logic to context of SMEs and investigate the
role of environmental context in cognitive logic-performance relationship.

Following previous findings, we assume causation and effectuation are both positively
related to firm performance. Moreover, apart from prior studies, which mostly referred to new
ventures (Read et al., 2009; Smolka et al., 2015), we investigate venture cognitive logic-
performance relationship in the context of establish firms and hypothesize they are both
positively associated with SMEs performance. Effectuation theory is based on the conjecture that
individuals make their decisions in accordance with their perceptions of the uncertainty level
(Sarasvathy, 2001). As characteristics of uncertainty level we choose dynamism and
heterogeneity in external environment (Miller, Friesen, 1982). In particular, we address the
following research questions: How does venture cognitive logic relate to performance of SMEs
during economic crisis? and In what extent the perceived external environment determines this
relation?

2. Methodology

The data for hypotheses testing is utilized from recent survey of Russian SMES’ strategic
behavior and management processes conducted in 2015-2016 during economic crisis. The final
subsample for this study counted for 608 Russian firms.

As a dependent variable we utilized subjective performance that was included in the model
as summative index of ten performance indicators (Stam, Elfring, 2008). Each of these indicators
was evaluated in comparison to the main competitors in the past five years by 7-point Likert
scale. For measuring independent variables — effectuation and causation — we used the scale from
Chandler et al. (2011). As moderators — self-reported assessments of dynamism and
heterogeneity in external environment (Miller and Friesen, 1982). All variables were included in
the model as summative indexes. Reliability of all variables holds at appropriate level with
Cronbach alpha’s statistics above the needed threshold.

3. Results

The findings from empirical analysis have partly confirmed hypotheses of the study.

Causation and effectuation are both positively associated with firm performance, and
causation has stronger association (b=0.223, p<0.001; b=0.125, p<0.05). The analysis has
revealed that external environment effect on venture cognitive logic-performance relationship.
Particular, the association between causation and firm performance is stronger in contexts
characterized by higher levels of perceived dynamism and heterogeneity. While the association
between effectuation and firm performance is weaker in such contexts.

These findings are unexpected as effectual logic is supposed to be more beneficial under
higher uncertainty. The obtained results may be explained in several ways. First, as the
respondents in this study are managers, it can be more relevant for them to follow initial plans
and avoid uncertainty by using rational reasoning (e.g., Brinckmann et al., 2010). Second, some
research shows that effectual logic utilized more on earlier stages of venture development while
causal logic is more suitable for established firms. The third reason is that mean age of
companies in the survey is 12 years, so they are fully establish small and medium companies. In
such companies, routines and procedures may play a very important role, especially in times of
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crisis. One more explanation is cultural specificity of Russia as one with the high score on
uncertainty avoidance Hofstede’s dimension.

4. Contribution

We believe our findings contribute novel insights and understandings to effectuation
theory and performance research. First, we provide empirical evidence showing venture
cognitive logic is positively related to performance of establish firms. With this study we broad
effectuation theory perspective showing its value for strategic management field. Second, our
results show the links between causation, effectuation and firm performance are contingent upon
the level of turbulence in external environment. Here we assume perception of environment by
decision makers has much higher significance than objective indicators of external context as
individuals make their decisions primarily based on their own feelings. Finally, we contribute to
the discussion on benefit of rational approach and planning perspective to decision-making. We
identify that even under uncertain circumstances such approach as causation is useful and
relevant for company development.
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Abstract

Strategic management and entrepreneurship literature pay substantive attention to
rational decision-making processes. Despite the advantages of planning-based logic, some
scholars prefer alternative approaches to making decisions. In entrepreneurship,
effectuation theory rose to prominence as an alternative to planning reasoning. With this
paper, we intend to reach a new level in effectuation research by examining macro-level
factors that may influence the efficiency of entrepreneurial cognitive processes.
Particularly, we investigate how formal institutions shape the relationship between student
entrepreneurs’ venture cognitive logic and performance of their ventures. We found this
relationship is shaped by the characteristics of the country-level institutional environment.
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1. Objectives

In the present paper, we examine planning-based decision-making and its alternatives
within entrepreneurship field through the relatively recently introduce theoretical lens —
effectuation theory (Sarasvathy, 2001). We are trying to validate that belief in effectuation as in a
set of heuristics that give additional benefits particular under uncertainty. We suppose causation
and effectuation are two conjunct processes of making decisions and both effectual and causal
logics may lead to increased firm performance. In line with Sarasvathy (2001), we consider
effectuation and causation are constantly intertwined, overlapping and can occur simultaneously.
As a number of research indicate positive impact of various aspects of formal planning on
performance of new ventures and small and medium enterprises (e.g. Gruber, 2007; Osiyevskyy
et al., 2013), causal logic definitely gives positive effect on venture performance. Effectuation as
a new way of entrepreneurial thinking is more applicable in turbulent and uncertain conditions,
but causation still might matter as well in other settings. We still believe in importance of
planning-based logic under particular circumstances and try to address the following questions:
How causation and effectuation together relate to venture performance? Is this relation
contingent upon the characteristics of the institutional environment?

2. Methodology

In our study we utilize the Global University Entrepreneurial Spirit Students’ Survey
(GUESSS) 2013-2014. For the purposes of our study, we have selected active founders finalized
in 4413 valid observations.

As a dependent variable, we utilize subjective performance indicator that was
operationalized as a summative index of sales growth, profit growth and market share growth,
which respondents were offered to assess in comparison to competitors using a 7-point Likert
scale. We consider subjective measures of firm performance as reliable indicators (Ling and
Kellermanns, 2010; Schulze et al., 2001). For measuring venture cognitive logic, we used the
scale adapted from Chandler et al. (2011), except for pre-commitments dimension. In order to
reveal the preference to causal decision-making and capture a real interrelation between causal
and effectual logics we operationalize causation-oriented venture cognitive logic of each
respondent as causation divided by effectuation ratio.

To estimate the effect of venture cognitive logic on venture performance in different
institutional settings we financial market development, legal and political environment, and ease
of doing business ranking as moderators. A set of control variables was included in the model as
alternative explanations of venture performance.

3. Results

In order to take into consideration the hierarchical structure of GUESSS data, we employ
hierarchical linear modelling (HLM) approach. In the present study, we estimate regression
model counting for firm and country levels.

Nowadays it seems that the academics and practitioners begin to downplay the role of
planning-based approach in entrepreneurial activity. In our research, we are trying to capture
attention back to the significance of causal logic in venture success. We verify this viewpoint by
revealing a strong positive significant effect of the relative share of causation in the founder’s
cognitive logic on firm performance (b=0.432, p<0.000). Moreover, we show that causal logic
does its best in higher institutionally developed contexts, with decreasing benefits for firm
performance in poorly developed countries. We found positive interaction effect of financial
market development (b=0.353, p<0.05). Ease of doing business index also provides a positive
but smaller effect on venture cognitive logic — performance relationship (b=0.005, p<0.05).

In order to verify if there is non-linear relationship between causation/effectuation ratio
and firm performance we test squared term in a separate model. The results confirmed the
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existence of inversed U-shaped relationship and negative significant effect of squared
causation/effectuation ratio on firm performance (b=-0.263, p<0.001). It means that the
causation/effectuation ratio itself has a positive effect on venture performance, but this effect
weakens when ratio increases.

4. Contribution

We Dbelieve that our findings contribute novel insights and understandings to
contemporary theory and research on effectuation and new venture performance.

First, we provide empirical evidence that the development of financial and regulatory
institutions play an important role in getting benefits form application of causal and effectual
principles for ventures. Second, we clarify the view on causation and effectuation as two
complementary concurrent parts of human reasoning showing the significant positive influence
of these two cognitive logic using simultaneously on venture performance. Based on the
calculations made we may claim, ceteris paribus, causation/effectuation ratio has stronger
positive effect on venture performance than causation and effectuation separately. Finally, we
found statistically significant evidence of the existence of non-linear relationship between
entrepreneurs’ venture cognitive logic and performance of their ventures. We also may claim the
prevailing share of causation in student entrepreneur’s cognitive logic brings its benefits for
ventures up to a certain point, after which increasing in ratio will lead to decrease in venture
performance.
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Abstract

Governments and health organizations are trying to create effective health risk
planning to mitigate the effects of viral diseases and to control their outcomes. This
research focuses on the eWOM - electronic word of mouth -, phenomenon and the influence
that it exercises on information search and sharing behaviour about infectious diseases
within the strong ties group made up by family and friends.

The conceptual model includes the following constructs: source credibility;
information credibility, and In-Group eWOM. The results indicate that effective
communication in this context must come from credible sources of information, including
governments, and official and independent health agencies.
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1. Introduction
Governments and health organizations are trying to create effective plans in order to

contain health risks to mitigate the effects of viral diseases and to control their outcomes. Few are
the studies focusing on health information-seeking behaviour on the internet for health professionals
and citizens, specifically in relation to communicable diseases. The internet provides an ideal
medium for the provision of information targeted at the prevention and control of communicable
diseases for health consumers and professionals. However, few studies exist on the effectiveness of
web communication on public health risks, especially in the case of communicable diseases. The
closing of this knowledge gap has the potential to contribute to the prevention and control of
communicable diseases, e.g. in Europe (ECDC, 2011).

2. Conceptual Framework

In general, in a communication process, higher information source credibility leads to
an upper influence on the message receiver behavior (Bansal & Voyeur, 2000). Also the
information sources serve as a peripheral or heuristic cue able to influence the individual
weighting of the messages credibility (Hovland & Weiss, 1951). Additionally, when the eWOM
recipient, based on it experience and knowledge on the subject, considers a message as being
credible, honest, relevant, and emanated from a credible information source (Wirtz & Chew,
2002), we propose that:

H1: In health risks events caused by infectious disease outbreaks, the credibility
perception of government (GOV) information sources and official health agencies (OHA)
influence positively the information credibility disclosed on the Internet and social networks by
GOV and OHA.

H2: In health risks events caused by infectious disease outbreaks, the credibility
perception of independent health agencies (IHA) information sources influence positively the
information credibility disclosed on the Internet and social networks, by:

a) GOv;
b) and IHA.

H3: In health risks events caused by infectious disease outbreaks, the credibility
perception of information sources on the Internet and social networks influence positively the
information credibility disclosed on the Internet and social networks, by:

a) GOV and OHA,;

b) IHA.

H4: In health risks events caused by infectious disease outbreaks, the perception of
information credibility emanated by GOV and OHA influence positively the information
credibility disclosed on the Internet and social networks by IHA.

The eWOM is any positive or negative statement made by a potential, current or former
consumer, about a product or organization, made available over the internet to a wide audience
(Hennig-Thurau et al., 2004). The strong ties are the feeling that the relationship is intimate and
special, and exists a voluntary investment in maintaining the link and fellowship; and the need
for mutual frequent interaction and relationship, knowing and supporting their needs and those of
their partners. (Walker, et al., 1994). In consequence:

H5: The information collected through weak ties on the Internet and social networks in the
context of a health risk event due to an infectious disease outbreak positively influence the
information sharing behavior within the family and friends (in-group eWOM).

3. Methodology

The questionnaires were disseminated through facebook. 665 people answered the
survey. The variables were taken from previous studies: In-Group-eWOM (Lam & Mizerski,
2005), and Source Credibility and Information Credibility (Hovland et al,1953). Respondents
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answered questions through seven point scales, ranging from strongly disagree-1, to strongly
agree-7 (table 1).

4. Results

4.1. Confirmatory factor analysis

The items were subject to a confirmatory factor analysis (CFA) (table 1)

Table 1 — Scale items and reliabilities

Items dized Values t = Values

Question: "'l consider the information sources of the Government

and official health agencies...”

Credibility of Government and Official Health Agencies Information Sources
CGOHAIS " ( &= 0.961; p o= 0.96; p = 0.89 )*

V1 Safe 0,95 19,18
V2 Honest 0,95 19,13
V3 Reliable 0,94 18,93

"I consider the information sources of the
independent health agencies...”

Credibility of Independent Health Agencies Information Sources

CIHAIS* { &= 0.969; p \c(y= 0.97; p = 0.94 )*

V4 Honest 0,97 19,82
V5 Reliable 097 19,86

"1 consider the information sources on the
internet and social networks...”

Credibility of Intemnet and Social Networks Information Sources
CISNIS® (0= 0.973;p o = 0.97; p= 0.92 )*

V6 Safe 097 19,95
V7 Honest 0,95 19,27
V8 Reliabble 0,97 20,18

"I consider the information of the Government

and official health agencies...”

Credibility of Government and Official Health Agencies Information
CGOHAL*( = 0.964; p = 0.96; p = 0.90 )*

V9 Accurate 091 18,01
V10 Credible 099 20,79
V11 Reliable 0,95 19,24

"I consider the information on the internet and
social networks...”

Credibility of Internet and Social Networks Information
CISNI' (00 = 0.965; p ven= 0.96; p = 0.90)*

V12 Concrete 0.96 19,68
V13 Accurate 0,95 19,50
V14 Credible 093 18,72

" 1 used the internet and social networks to get
information about ... "

In-Group e WOM
1G-eWOM" (ot = 0.928; p v = 0.89; p = 0.68 )*

V15 Behaviors and measures to adopt 0,96 19,38
V16 Information sources to consult 092 17,76
V17 Report on sources to consult 0,69 11,85

V18 Suggest about the source to consult 0.68 1154

Notes: * o = ( Cronbach Alpha, 1951); p v = (Bagozzi, 1980); p = ( Famell & Larker 1981).
Sources: * Adapted from Hovland et. al., (1953); * Adapted from Liam et. al., (2014).

4.2. Structural model estimation

The model consists of six constructs and 18 variables, 231 observations were recorded.

H1 has been validated, H2a, H3b, H4, H5 as well. Surprisingly the hypothesis H2b and
H3a were not significant (see figure 1).
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Figure 1 - Structural Model Estimation

CGOHAI
R =065

(2.63)

Nates: Upper values are completely standardized estimates.
Values in parentheses are i~values. #p < 0,03 (two tailed test);
s = non-significant relationship.

5. Conclusions

Theoretical implications

Governments and official health agencies should be concerned to provide honest, reliable
and accurate information. It is concluded that the perceived credibility of information sources of
the Government, the official and independent health agencies influence the perception of
credibility of the information provided by the government and official health agencies on the
Internet and social networks, of which citizens appreciate the accuracy, credibility and reliability.

Management implications

Governments, public and independent health agencies, should create online communication
platforms to obtain feedback regarding the general needs of the population in terms of health
information but also as a privileged channel to access the citizens in case of an infectious
outbreak . Also, government and health organizations marketeers should develop eWOM
campaigns and take advantage of internet and social networks capabilities to disclose proper
health information to control and mitigate the effects of an infectious disease outbreak.
Additionally, this information shared through weak ties must be perceived as valid and credible
to be sent by the citizens within its network of strong ties, since the adoption of measures and
behavioural change occur at the level of restricted relationship group consisting of family and
friends.
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1. Research background and problem

Russian housing market is one of the least affordable among the world. Therefore,
mortgage lending is the only way to buy own house. However borrow, beliefs of mortgage
lending are negative (Ibragimova, 2012). Therefore continuous search for ways that will increase
the popularity of mortgage among population and provide stable growth of mortgage lending
volumes is required. One of such way could be understanding potential borrowers behavior in
order to satisfy their needs. However Russian mortgage banks analyze consumer behavior taking
into account age, gender, income, occupation and other personal factors (Skiba, Loyko, 2012).
Russian banks on mortgage market neglect consumer behavioral factors, hidden in consumer
“black box” (Alikperova, Yarasheva, 2015; Kotler, 2008). This leads to providing borrowers
wrong mortgage product and therefore, provokes mistrust to banks and negative perceptions
about mortgage among Russian population.

Moreover existing consumer behavior theories demonstrate significant research gaps that
need to be covered (Pham, 2013). Firstly, there is a lack of empirical investigations of consumer
behavior. Secondly, the majority of papers investigate buying behavior, when the purchase was
already made, while companies are more interested in very consumer behavior. Finally,
consumer behavior researchers tend to overgeneralize received results, neglecting market and
country particularities.

The goal is to link mortgage products available on Russian market with potential
borrowers segments in dependence on their behavioral "black boxes”. To achieve this goal
research tasks need to be identified.

To analyze what factors influence the consumer behavior.

To modify them in context of mortgage market and crisis.

To develop potential borrower profiles in Russia.

To overview Russian mortgage market.

To analyze what mortgage products correspond to what profile.

To develop recommendations how profiles of potential borrowers could be

SurwnE

applied.

2. Methodology and data collection

To achieve research goal and answer research questions abductive approach was used in
context of pragmatism research philosophy. Study has exploratory design along with quantitative
exploration. Both primary and secondary data were collected. To collect primary data
questionnaire was chosen as a method. The main purpose of the questionnaire was to investigate
psychology of potential borrower under crisis conditions: mistrust to future and mistrust to
mortgage. (Pandelica, 2008; Katona, 1974) To gather data snowball and convenience techniques
were used, these methods go along with exploratory nature of study. (Malhotra, 2012) Finally
172 answers were collected. Respondents were people who are older than 18 years old: 40% of
them already have a mortgage and 40% plan to take it in the nearest 5 years and 60% do not plan
to do this. Than statistical procedures were conducted — exploratory factor analysis and k-means
cluster analysis, using SPSS 22.0 Statistics. To collect secondary data external data were
analyzed. The information was searched in computerized online databases.

3. Research results and implications

After factor and cluster analysis were conducted 4 potential borrower profiles were
identified in dependence on two dimensions: trust to mortgage and trust to future. Pessimists
trust both to mortgage and to future. Mortgage skeptics, the second cluster, trust only to future.
Future skeptics, contrary, trust to mortgage but do not trust to future. Optimists trust both to
future and to mortgage. Basing on psychological and personal factors (age, education,
experience) of every profile assumptions about their decision making process were made and
then mortgage products available on Russian mortgage market were suggested.
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13 mortgage leaders banks were considered. Generally all mortgage products could be
divided into several groups in context of this research — by type of interest rate: FRM and ARM,
by type monthly redemption: annuity or differentiated and by type of currency: foreign or
national. In addition, some banks offer borrower a possibility to reduce his monthly payments in
return for lump sum payment, this option is also considered.

In accordance with previous analysis of mortgage market in Russia some banks provide
only fixed-rate mortgages, but offer a possibility to choose between annuity and differentiated
monthly payments. Potential borrowers of such banks could be future skeptics. Therefore for
these banks it is crucial to provide well-established personal contact to provide benefits of
suggested mortgage products.

Those banks which offer different types of mortgages in dependence of interest rate, but
have only annuity mortgage programs need to focus also on well-established personal contact
and also provide clear, transparent and easy to access information through other channels.

Those banks which offer lump sum payment/interest rate option expect to attract future
skeptics and optimists. Both types of potential borrower profiles need for detailing and good
explanation why this very product will fulfill their needs.

Potential clients of the only bank with foreign currency mortgage could be mortgage
skeptics and optimists. These borrowers could demonstrate the same behavior and involvement
in decision-making process as well as mortgage skeptics may demonstrate high involvement and
extensive problem solving. Therefore, such banks need to pay attention to different channels.

Banks that provide only classical mortgage products as fixed-rate and annuity mortgages
could be the choice of pessimists who require very detailing information about all products and
nuances.

Therefore, taking into consideration borrower characteristics to understand potential
behavioral patterns is crucial for banks not only to stay competitive on highly competitive
mortgage market but also to ensure increase volumes of mortgage lending in Russia in long-term
perspective.

Conducted investigation also adds significant value to existing consumer behavior theories

Firstly, it provides empirical studied that explain consumer behavior. Secondly, research
focus on potential borrower behavior. It takes into consideration also people who do not plan
take a mortgage in the nearest future. It is assumed that these people could become borrowers or
they have necessity to take a mortgage, but do not have good beliefs about mortgage lending in
Russia.

In addition, this thesis investigates consumer behavior in mortgage market in specified and
narrow dimensions: trust to future and trust to banks, there are no previously literature on this
very topic.
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