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Abstract

In modern conditions, questions assessing the effectiveness of innovative development of regions are among the most urgent.
The generalization of global and domestic experience in implementing innovations indicates a discussion of issues in this area.
The paper aims to study the indicators for assessing innovation. The authors of the study on the basis of terminological
apparatus of innovation management clarify the concept of "innovation susceptibility of the region," define the relationship with
the existing interpretation of the categories and conceptual apparatus. Consideration of the theoretical aspects of innovation
susceptibility necessitates the development of its quantitative and qualitative parameters of evaluation. Authors proposed a
methodological approach to the evaluation of innovative susceptibility region tested in the territories belonging to the Siberian
Federal District. Comparison with the system of indicators used in the international practice and the practice of the countries in
the CIS, confirms the correlation proposed indicators with indicators measuring innovation. At the same time, the use of the
values of individual parameters for the integrated assessment of the susceptibility of the region's innovation is a fairly complex
task associated with the introduction of a heterogeneous database performance. The paper proposes a comprehensive model
for integrating disparate figures, the weight value of each factor and to identify priorities for the development of the region to
achieve the target value. Empirical IP-repetition made on the basis of the static data and the processing results of initial authors
of qualitative parameters for 2001-2009 years, as the absence of a source of statistical information for the last 4 years, limited
to the time period of the study. This technique allows not only formalizing and defining the level of development of complex
socio-economic systems at the micro and macro levels, to identify the potential for growth, but also based on the specified
management of different levels of development prospects, identify priority areas of growth.

Keywords: innovation susceptibility, assessment indicators, innovation potential, innovative climate, target values, factor model

1. Introduction

The processes taking place in the global economy cause priority of innovative development. In the global economy two-
poled business-economic system is formed. At one pole (USA and EU) there is the production of money, brands and
know-how, on the other (China and other developing countries) - the production of goods. In the open market after
Russia's WTO accession competitiveness is of major importance, which can be achieved at the expense of innovational
development (Borodin , 2013).

Fundamentals of the theory of innovation development set out in the writings of I. Schumpeter (Schumpeter, 1982),
B. Lundvall (Lundvall, 1992), R. Nelson (Nelson,1993), K. Freeman(Freeman, 1995).The generalization of existing
international and domestic experience of innovation implemention states quite clearly there is a number of discussions in
this area. These questions include assessing the effectiveness of innovative processes.

The appeal to the results of Russian studies showed the presence of a variety of methodological approaches of the
definition of indicators used for such purposes. In particular, focus on the innovative potential is done in the works of E.A.
Utkin, G.S. Gamidova, S. Mityakov , O. Mityakova (Hamidov, 2000; Mityakov,2005). The innovative climate is seen in the
writings of the Ural scientists A.| .Tatarkina, I.M.Golovi, A.F. Suhovey (Tatarkin, Sukhovey, 2005). The innovative activity
is described by V.N. Kiselev, R.A. Fatkhutdinov (Head,2004; Fatkhutdinov, 2007). The innovation competitiveness
questions are described by V.V. Ovchinnikov, T.G. Filosofova and V.N. Bykov. In world practice known publication by M.
Muchie, A. Baskaran (Muchie, Baskaran, 2013), P. Intarakumnerd, J.Vang (Intarakumnerd, Vang, Lundvall, 2006), K.J.
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Joseph, C. Chaminade (Joseph, Chaminade, Vang, Lundvall,2010).

At the same time, often used the term "innovative susceptibility" is not defined in any one source. The authors
propose to consider innovative susceptibility of the region as presence and the ability of regional subjects and bodies of
the executive power to create, execute and implement innovative processes based on existing conditions and resources
within a particular and ongoing national and regional innovation policy (Vladimirova, 2011).

2. The Main Part

The concept of "innovation susceptibility" has a logical connection to the other categories of the conceptual apparatus of
innovation management, such as the innovation potential, innovation climate, innovative activity, innovation
competitiveness. The study proposed in the scientific literature, reference books, legal acts of innovative interpretations of
a number of terminology suggests that rates of innovation have a certain relationship. It is clear that innovative
susceptibility should create conditions for innovation, to which it is necessary to relate the availability of innovative
capacity and consequently form the basis for the formation of innovative climate, implementation of innovative activity and
innovation competitiveness. The innovative potential and innovative climate record the availability of resources,
innovative activity and competitiveness - the impact of innovation. The innovative susceptibility represents the summation
of resource component, the readiness of subjects to develop, implement and realize the innovation, and the effect of the
interaction of these elements in the form of outcome indicators (Figure 1).

3. Results

Innovative competitiveness,

investment attractiveness

Innovative activity

INNOVATIVE REGION
SUSCEPTIEILITY

Innovative potential Innovative climate

Fig. 1 - The relationship of the concept "innovation receptivity" to the categories of the theory of innovation management

Thus, this model is a complex multi-level system, forming an innovative competitiveness and investment attractiveness of
the region. At the same time, innovation receptivity, being a sub-system that is focused on the building a rational strategy
for the implementation of inno-ODL paradigm in relation to a particular region. Consequently, innovation competitiveness
and management of innovation susceptibility should be related as the purpose and means.

The consideration of the theoretical aspects of innovation receptivity explains the need to develop its quantitative
and qualitative evaluation criteria. The method of calculating the integral indicator of innovation receptivity, based on a set
of private indicators (Table 1), the approach to the construction of an innovative rating susceptibility described in detail in
(Vladimirova, 2011). For the purpose of testing the methodology, empirical studies have been conducted in the regions
that are a part of the Siberian Federal District (SFD) (Vladimirova,2011).

The innovative susceptibility of the region is formed under the cumulative interaction of the two systems of factors
reflecting, on the one hand, innovative climate in the region, and on the other - its innovative potential. The conducted
terminological analysis suggests that the definition of "innovation climate" is a set of conditions that reflects the social,
nature-geographic, communication, technological, scientific, technical, economic, financial, political and legal sphere of
the region and in the synthesis can be represented as using indicators "regional standard field" and "infrastructure
support" (Table 1).

In its turn, to the system of indicators that reflects the innovative potential of the region can be attributed indicators:
the proportion of the population engaged in research and development; the share of innovation active organizations; the
proportion of acquired research and development funds in their total cost; the share of domestic expenditure on research
and development in the GRP (GDP); the share of expenditure on technological innovation in the GRP (WFP); the share
of innovative products, services and works in GRP (WFP) and the proportion of the economically active population.
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Table 1 - The system of private indicators to measure innovation receptivity of the region

Index

Calculation method

Information base (State Statistics
section of the report)

The share of employment in R &D

population of R&D

the total number of the employed population

Research and innovation;
Employment and labor

Share of innovation active organizations

number of innovation active enterprises

the total number of registered enterprises

Research and innovation;
Companies and Organizations

The share of acquired research and
development funds in their total value

value of acquired research and development funds

the total value of fixed assets

Research and innovation; National
wealth

The share of domestic expenditure on
research and development in the GRP
expenditure on technological innovation

domestic expenditure on research and development

GDP(WFP)

Scientists investigated and

The share of expenditure on technological

expenditure on technological innovation

innovation;
Gross Regional product; National

innovation in the GRP (WFP) GDP(WFF) ealth
The share of expenditure on techn0|ogica| volume of innovative products, services and works ed
innovation in the GRP (WFP) GDP(WFP)

the number of economically active population
the total number of the population
a number of regional regulations on innovation

a genel‘al number of mgulaﬁons on innovation

Proportion of the economically active
population

Employment and labor

Internet sites data "Science and
innovation in the region" and the
Federal Portal Science and
Innovation activities

Regional standard field

the number of available infrastructure institutions

Infrastructure provision

the number of institutions of leading regions

At the same time the question of correlation appears about the proposed indicators in measuring innovation used in world
practice. For the evaluation and comparative analysis of innovation of countries and regions it is widely used the
technique of the experts of the World Economic Forum to assess the competitiveness , a technique of the Commission of
European Communities (CEC), the method of the Organization of Economic Cooperation and Development (OECD), the
methodology of the American Science Foundation (NCF) (11Innovation Measurement, 2014). In international practice, it
is also widely known the techniques that form the so-called "Frascati Family". The synthes and comparison of indicators
is given in Table 2.

The calculation of indicators for the assessment of innovative region susceptibility on the above term, using
traditional methods of univariate analysis is not difficult. Using the values of the individual parameters for the integrated
assessment of the susceptibility of innovation in the region is a rather difficult task associated with the introduction of a
heterogeneous data. The standard approach to the formation of summative evaluation of any economic phenomenon in
the presence of heterogeneous quantitative terms is usually limited to the use of well-known economic and statistical
methods of calculating the arithmetic unit, geometric unit by relative index of the process or the method of sums without
the inclusion or inclusion into the system of the weight values, etc. The effectiveness of the model, describing the state of
a complex socio-economic phenomenon, largely caused not only by the choice of quantitative and qualitative indicators,
but also a mathematical algorithm allowing to generate a functional dependency. In addition, the model should fit in a
technique that enables the management to solve the problem with the definition of a place in the region at the federal
level and to identify potential opportunities to move the territorial education at any level of the outsider status into the
leading one. Thus, there is a need to develop an integrated model that will take into account the diverse indicators, the
weight value of each factor and to identify priorities for the development of the region to achieve the target value.

In our view, to solve the problem you should use the proposed by N.V. Shalanov (Shalanov,2005) and successfully
tested by the author technique (Petrova,2006) which is based on the theory of potentials J. Huht and P. Meyer(Hunt
,1962; Meyer,1973) .
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The system of indicators of innovative

Innovative susceptibility

Indicators of the European innovation scoreboard (2010) (European

development of the Republic of Belarus  |(Vladimirova,2011) Innovation Scoreboard, 2010)
(The State Program ...,2011)
1 The number of employees involved in | 2 The share of employment in Conditions for Innovation (Innovation Drivers)

research and development

research and development

1.1 Staff who have received a degree or higher education per 1000
population aged 20-29 1.2 Population with tertiary education per 100
population aged 25-64

1.3 The level of broadband (the number of broadband connections per
100 inhabitants) 1.4 Participation in continuing education per 100
population aged 25-64

1.5 The level of education of young people (% of population aged 20-24
with completed secondary education)

1 The share of innovation - active 3 The share of innovation - active |3 Innovation and Entrepreneurship (Innovation &Entrepreneurship)
organizations in the total number of organizations 3.1 Small and medium-sized enterprises (SMEs), developing their own
industrial enterprises innovations (% of SMEs)

2 Share of costs for equipment, tools 4 Share of acquired research and  |There is no analogue
and accessories for investment in development funds in their total
fixed capital value

3 Gross domestic expenditure on 5 The share of domestic expenditure|2 An investment in knowledge (Knowledge Creation)
research and development in GDP on research and developmentin (2.4 Share of enterprises receiving public funding for innovation

the GRP (GDP)
4 Indices domestic expenditure on 6  Share of expenditure on 2 An investment in knowledge (Knowledge Creation)
research and development technological innovation in the 2.2 Expenditure on business research and development activities (% of
GRP (WFP) GDP)
2.3 The share of research and development costs of technologies
5 There is no analogue 7 The share of economically active |4 Applications (Applications)
population 4.1 Employment in high-tech business (% of total labor force)
4.5 Employment in the manufacturing technology of medium and high
level (% of total labor force)

6 Share of new products in total 8 The share of innovative products, |4 Applications (Applications)
industrial output; services and works in GRP (WFP) (4.2 Share of high-tech exports in total exports

4.3 Sales of new exporting firms in foreign markets (% of total turnover)
4.4 Sales of new products firms (% of total turnover)
7 The share of certified products inthe | 9 there is no analogue Intellectual Property (Intellectual Property)
total volume of industrial productivity 5.1 EPO patents per million population
5.2 USPTO patents per million population
5.3 Triad patents per million population
5.4 The new trademarks per million population
5.5. New design elements per million population

8 Creating and certification of quality 10 Infrastructure provision 3 Innovation and Entrepreneurship
management systems according to 3.2 Innovative SMEs to cooperate with others (% of SMEs)

ISO 3.5 The cost of information and communication technologies (% of GDP)
3.6 SMEs using Innovation (% of MSP)

9 The deterioration of the active 11 There is no analogue There is no analogue
industrial fixed assets at end of year

10The share of innovative products in 12 The share of innovative products, [4 Application (Applications)
the total volume of production in the services and works in GRP (WFP) 4.2 Share of high-tech exports in total exports
total volume of industrial output 4.3 Sales of new exporting firms in foreign markets (% of total turnover)

4.4 Sales of new products firms (% of total turnover)

11The increase in financial expenses for | 13 There is no analogue 3 Innovation and Entrepreneurship (Innovation &Entrepreneurship)
research and development at the 3.3 Expenditure on innovation (% of total turnover)
expense of the national budget 3.4. Venture capital in the initial stage (% of GDP) 2 An investment in

knowledge (Knowledge Creation) 2.1. Public expenditure on research and
development activities (% of GDP)

12There is no analogue 14 Regional standard field There is no analogue

Compiled by the authors according to (The State Program...,2011; Vladimirova,2011; European Innovation Scoreboard,

2010)

This technique allows not only to formalize and define the level of development of complex social and economic
systems at the micro and macro levels, to reveal the potential for growth, but also, based on the set of different
management level development of prospects, to identify priority areas of growth.

Summing of initial parameters in a complex hierarchical system using the theory of potentials produced by
calculating the ratio between the result obtained by the formed functional dependence and the maximum possible or
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desired value for the system.

The objective of this phase of the study is to describe two blocks of terms of the first level (Figure 1) and mixing
them into a comprehensive assessment on the second level of the system.

On the basis of the static data and the results of processing by the authors the original quality parameters for the
years 2001-2009 (Vladimirova,2011), it was decided to divide the dynamical rank into two periods 2001-2006 and 2006-
2009, due to fracture-governmental stages of economic development of the country. Unfortunately, the lack of some
statistical information for the last 4 years, limited time period of the study.

The comparative analysis of the Russian Federation and regions of the Siberian Federal District, found that in the
Tomsk region the highest level of innovation receptivity is achieved. Therefore, as the target (threshold) values for the two
time intervals 2001-2005 and 2006-2009, parameters of this RF subject are established. The value of the indicator
"proportion of the economically active population” in the Krasnoyarsk region is higher than in Tomsk Region. As in the
case like this as a reference you can use the maximum actual index achieved in a given period of time or remove this
option from the model as reached the peak meaning.

In the tables Ne3 and Ne4 weighting parameters in the complex model on the block | «innovative potential of the
region" were calculated and on the block Il «innovation climate" for the two periods was calculated. For visual
presentation of the results, the relative values in the block | are designed in ppm. The numbering of figures in the block is
given in the order of their position and indicated by the symbol «I», a period of time is determined by the last digit of the
year (1-5, 6-9) and marked «j», belonging to the unit - «k».

The calculation algorithm proposed standardization of each indicator (gr. 8-12 Table. 3 and gr.7-10 Table. 4) and
the corresponding target values (Table 3 gr.13 and gr. 11 Table 4) using the standard deviation (gr.7 Table. 3 and gr. 5
Table. 4), calculated by the dynamic rank. Standardized values are indicated by the symbol "*". Further, the weighting
values of diverse indicators in the block are defined according to the formula:

By = %
\!Z::I(ij) (1)

A functipnal model is formed for each block and in general can be represented as follows:
.= 3::;‘ = *‘:

2. 2
wherePxi- the weighting values of the coefficients; *x; - private corrected figures for the unit.

Table 3 - Calculation of parameters of a functional model based on data for the period 2001-2005

Evidence in the context of data Standardized value evidence | o
(x, ) (Z3i;) = on 7-featured |on 6-featured
blocks ™ k&) Sglos years, ~~ ¥t =
Se|sL 2s o o
i 2|28 N |58 I &
Units Indexes £ 3 (28 252|298 =T g
lslglglglg|®~ s|lalg|s|8|2°| €8S kB S
S|l s]| 3 sS|ls|l3a|la]| S s = &~ |rank[z § Trank
(ﬁr;\-;) (o) (.. ,;‘r_) Yi) (Byj )
A b B 1 2 3 4 5 6 7 8 9 [10 | 1 1 13 14 15 [ 16 | 17

share of population employed in research
land development, %o

share of innovation - active
lorganizations,%

the proportion of acquired research and
development funds in their total cost, %o
the share of domestic expenditure on
research and development in the GRP, %o
the share of expenditure on technological
innovation in the GRP (WFP),%o

the share of innovative products, services
and works in GRP (WFP).% *6

g;"p‘ﬁ;‘ﬁ)’:ﬁ;ﬂ:"ee°°”°m'°a"ya°"ve x| 51(520(525(529(538| 54 |001|5886[600,2[6059(610,6(6209] 6209 | 0792 | 1 | X | x

xi1 | 54 [520(5,10(4,90(4,90 | 17,2 (0,04150,0{144,4|141,7(136,1|1136,1| 477,8 | 0,609 2 (0,998 1

xi2 | 2,8 14,30(530|570(6,70| 14,5 |1,76(159|2,45(3,01|3,24(381| 825 0,011 5 (0017 4

xi3 | 54 [4,00]9,00(3,50|520( 36,0 [371]|145(1,08|242(094|140( 9,69 0,012 410020 3

xiu | 56|69 (79|66|63]| 13,4 |0,57(982|12,10{13,85/11,57(11,04| 23,49 | 0,030 310049 2

x5 | 2,1(1,00{3,00(550(320( 7,8 (222]|0,95(045|135(248|144| 352 0,005 6 (0,007 5

| innovative potential

30(26(81(77|103| 252 (9,15/0,33|0,28|0,88|0,84 (1,13 2,75 0,004 7 10,006 | 6

3

%gregionalstandardfield X1 | 1616161616 1,0 (000 X | X | X | X [ X X X X X X
g

£ ©linfrastructure provision X2 | 40401404040 50 (000] X X X X X X X X X X
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Table 4 - Calculation of parameters of a functional model based on the data for the years 2006-2009

evidence in the context of ® standardized value
blocks vears, (¥ = - A (Zaes) s |ON 7-featured | on 6-featured
years, ‘i [ & evidence years, ki] =8
Tg| 2 ST [ —
o 52| 2 25 |58 58
38 sE|e 55 ] ]
Units [Indexes 2 oS | 8 = 5 - 5 5
S| g S = o | = 2 © ~ w© @ s§2 =3 z8
@ 8 S =4 ISt £ S =4 8 =1 @ o5 [rank| =35 |rank
s ERY] £
(l.:-)) (o) (:;41) (rei) )
A |b B 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
share of population
lemployed in research and x11 | 4,70 |4,60| 4,00 [390| 156 (0,125 37,6 36,8 32,0 31,2 1248 0,05 | 2 0,964 1
development, %o
share of innovalion -acive |, | g0 [1190| 1380 [12,00] 153 |4482| 1,785 | 2655 | 3,079 | 2677 | 3414 | 0002 | 5 | 002 | 4

organizations,%
the proportion of acquired
research and development | x13 | 4,70 |9,90| 5,70 |3,00

@
k3
©

6,467( 0,727 | 1,531 | 0,881 | 0,464 6,015 0,003 | 4 | 0046 | 3

2 |funds in their total cost.he
% the share of domestic
2 lexpenditure on researchand| x4 | 53 | 63| 62 |76 | 22,7 [0672| 7,881 | 9,368 | 9219 | 11,301 | 33755 | 0,015 | 3 | 0261 | 2
-%. development in the GRP, %o
3 [the share of expenditure on 1204
£ |technological innovationin | x5 | 2,90 [7,70| 12,00 {10,70| 14,2 5 0,237 | 0,629 | 0,980 | 0,874 1,160 0,001 [ 6 | 0,009 [ 5
= |the GRP (WFP),%.
the share of innovative 2307
products, services and xi | 162 |176| 127 |52 | 240 7 0,702 | 0,763 | 0,550 | 0,225 1,040 [00005( 7 | 0,008 | 6
works in GRP (WFP),%o
proportion of the
leconomically active xi7 | 535 |538| 533 |546| 55 (0,002| 2183,7 | 21959 | 2175,5 | 2228,6 | 22286 | 0,998 | 1 X X
population, %o
_g » [regional standard field Xt | 3,30 |330( 330 [330| 10,0 (0,00 X X X X X X X X X
£3
= infrastructure provision X22 560 |560| 560 |560( 7,0 |0,00 X X X X X X X X X

Let us analyze the terms of each block, forming a definition of "innovation susceptibility of the region." The study of
innovative climate in the region through the system of quality indicators conducted by the authors in works
(Vladimirova,2011). The obtained results allow us to conclude that this category is fairly static for short periods of time (up
to 5 years) has no distinct dynamic changes, because it is formed under the influence of factors related to the legal
framework and the availability of infrastructure in the region, and is a reflection of the sluggish bureaucratic system. The
results of calculations carried out by Unit Il in Tables 3 and 4, confirm the absence of variation in the characteristics in the
investigated time interval, which excludes significant influence of this group of factors on the dynamics of changes in the
complex index of "innovative susceptibility of the region." Consequently, the considered indicators do not have a
significant potential in the interval 2005-2009, influence equally on innovation susceptibility of the region as a constant, so
the authors considered it possible at this stage of the study to eliminate the impact of the innovation climate in the region
on a general indicator.

Factors in group I, defining the innovative potential of the region, have both positive and negative dynamics of the
interval 2001-2009 and significantly are different from the same values in the Tomsk region, indicating the unstable
development of Krasnoyarsk region, reducing its attractiveness. For a more visual presentation of the achieved level as
the unit results calculated in Table 4 by 6-factor system are performed in Figure 2. The standardized reference value on
indicators is taken as 100 percent, and the standardized actual values of the terms of unit for each year are translated
into a percentage of the standard for more convenient layout of indicators on the chart.
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Figure 2 - The dynamics of the ratio actually achieved and target values of the indexes of the unit "innovative potential of
the region"

100 — & = proportion of the population
95 occupied with innovations and
a0 inventions
8s =l - share of innovation active
20 enterprises
_::3 =8 =the proportion of acquired
&5 research and development funds
6J intheir total value
0 sseess the share of domestic
5
55 expenditure on research and
5
2 development in the GRP
a5 ====the share of expenditure on
40 technological innovationin the
35 GRP
30 =@ the share of innovative products,
25 services and works in GRP (WFP)
20
15 = . = proportion of the economically
10 active population
5
0 —standard

2006 2007 2008 2009

The largest gap between the reference value and the actual achieved level is observed in terms of "a share of the
acquired fixed assets of investigations and developments in their total value." In terms of "a share of innovation active
organizations" and "a share of the costs of technological innovation in the GRP (WFP)" in the period 2006-2008 there is a
sharp jump, which correlates with the policy of regional authorities in terms of attracting of innovative technologies into
the region. These two parameters are the most close to the level of the Tomsk region. The remaining terms of the block
at the varying dynamics of development by 2009 are in the range of 22% to 34% of the target value.

According to the calculations potential functions are generated by two periods on the basis of the 7-and 6-factor
system and using the equity method are converted into the following dependencies (Table. 5).

Table 5 - The potential and adjusted functions of the innovative capacity of the Krasnoyarsk Territory

Years periods | The 7-factorial system | The 6-factorial system
Potential functions
¥ =0605=x,, +0,011%x,,4+ 0012 =x,. + ¥=0998 =x,, + 0,017 = x,. + 0,020 » x,-. +
2001-2005 *ia + 0.0115 x5, e “
+0,030 5xy, + 0,005 » x;5 + 0,004 wx,, + 0,792 5 x,; +0,049 = x,, + 0,007 = x;5 + 0,006 = x4
¥ = 0056 %x,, + 0,002 x,;+ 0,003 »x,; + ¥ = 0964 2x, +0026%x,;,+ 0046 »x,; +
2006-2009 +0,015 * x4 + 0,001 » x5 + 0,001 = x5+ 0,998 =z, +0,261 = x44 + 0,009 % x;5 +0.008 = x4
Adjusted functions
Y = 0,415 » x,, + 0,008 = x,, + 0,008 * x5 + V=001 =%y +0022x,+002 234
2001-2005 “ = s :
+0,021 = x4 + 0,003 = x5 + 0,003 = x4+ 0.543 = x- +0.04 = x,, + 0,01 =x,c +0.01 52,
¥ = 0,052 #xy, + 0,002 % x5 + 0,003 v x5 + V=073 2, +0.02 =x0;+ 0.04 = x5+
2006-2009 +0,014 = x,, + 0.001 * x5 + 0,001 =x,, + 0,928 = x,- +0,20 % xy, + 0,01 xx, + 0,01 5 x,

The analysis of the results leads to the following conclusions. Firstly, the ranking weight values of the parameters
calculated by the seven- and six-terms (with the exception of the indicator "proportion of the economically active
population") for two periods, does not change the priority of the factors in the resulting models, forming the system. The
greatest influence on the innovative potential of the region has a share of the economically active population. Reaching
the target value of this parameter, the second most important was "the share of population employed in research and
development" (2nd place in the 7-factor system and 1st place in the 6-factor system). These two parameters are
interdependent and this function confirms this. The next most important factor is the "share of domestic expenditure on
research and development in the GRP." The cumulative effect of the three main components in a 7-factor system in the
interval 2001-2005 was 97.9%, in the interval 2005-2009 - 99.4%. The transition to a 6-factor system did not change the
picture - parameters "proportion of the population engaged in research and development" and "the share of domestic
expenditure on research and development in the GRP" formed a comprehensive assessment of the unit by 95% and 93%
at two time intervals, respectively. The share participation of other factors is not significant.

Second, the rank of the weight values of function parameters for two analyzed periods did not change, which
suggests that this trend continues today. Therefore, formed additive models allow calculation of an integrated
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assessment of innovation potential of the region for six and seven-factor system and allow the system to forecast the
short-term period.

In the next stage of research, it is necessary to assess the status and dynamics of innovation receptivity region in
order to identify weaknesses in its development and the development of activities to achieve the desired (target) level.
The calculation of the potential function of the unit, conducted according to the 2006-2009 period allows to create a
comprehensive assessment, which determines the position of the subject and the leader of the region (Table 6). The
comparison of this result for the region with the data allows to determine the standard deviation from the set point of
growth, which is referred to as "the growth differential”. In a relative form, this parameter is reflected in the index
"achieved level." For controlling the block "innovation potential" at the regional management there is a need to determine
the required and sufficient level of adhesion of the function to achieve a given parameter, which is reflected by the
indicator "the necessary level of differential growth." The methodological justification for the use of the listed parameters
and testing calculation algorithm is developed by the authors in their research (Petrova, 2006).

Table 6 - The potential function on the block "Innovation potential of the region"

Indicators Calculatitin methodology 2006 2007Year52008 2009
Potential values of the functions Yie = ;3 * Zij 38,38 38,07 33,38 33,12
The target value of the potential function Y = Zf;, * 2 129,48

Growth differential Dy = 1;: =V 91,09 | 9141 96,10 | 96,36
Achieved level, % C = :—;» +100 29,65 | 2940 | 2578 | 2558
The required level of growth differential, % IDy; = :—f« 100 337,32 | 340,15 | 387,86 | 390,93

The results of the ratio of potential values of the functions and the target level are reflected more clearly in Figure 3.

140,00

120,00 8 ki Bintegrated indicator of
] —— |
innovative potential of
100,00 S
the region
80,00 S
60,00
Al ———— ]
40,00 3 D target (standard)
20,00
0,00 = - P

2006 2007 2008 2009

Fig. 3 - The dynamics of the ratio actually achieved and the target value of the complex index of the innovative potential
of the region

The received results indicate that the achieved level of innovative potential in the Krasnoyarsk region in 2009
corresponds the target values only 25%. For four years, the gap between the performance in the Krasnoyarsk and Tomsk
region increased by more than 4% (25,58 - 29,65). To achieve the parameters of the leading region it is necessary to take
measures to raise the level of index that form the potential for innovation.

4. Conclusion

Thus, the authors consider two sets of terms of the first level, characterizing the innovation climate and innovation
potential of the region (Figure 1). The analysis of the dynamics of the innovation climate in the region allowed to conclude
the absence of significant shifts in their development and consequently, stagnation of the regional control system. To
detect changes in the system of management of innovative climate in the region a more detailed study of the system
parameters is required. The algorithm of influence of groups of factors in the absence of dynamics in their development
as a constant in the general characteristic of innovative potential of the region is formed by two vectors. Reaching a block
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of reference value by the terms constant acts as a catalyst for the process, even when there is no visible change in the
short-term dynamics. In the Krasnoyarsk Territory the values in the block in the interval 2006-2009 in terms of "infra-
structural support" and "regional standard field" make up just over 80% and 30% of the reference values (Table 4), which
significantly slows down the development of innovative technologies. And if the first indicator reflects the result of the
development of the region for several decades, the second is a direct reflection of the effectiveness of modern
management. Such a scenario for the block development is unacceptable for fulfilling the potential of the subject of
federation as an innovative platform, since the development of the economic system in the implementation of innovative
development objectives should be sustained.

The investigation of the second block of the first level of "innovation potential of the region" showed a mixed trend
changes in its terms, which affected the decrease in integrated assessment, and showed a significant deviation of the
achieved level of the target value of the potential function (Table 6).

Thus, the development of a comprehensive evaluation of innovation susceptibility of the region on the basis of the
study makes it possible to identify the main trends to improve the management of innovative activity in the subjects of the
Russian Federation.
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Abstract

Competition has gained a major increase, and global market has came into spot light. In so happening, the national industries
have to add to their competitive advantages. Brand value is one of the strategic tools which will bring commitment, repeated
use, adding to the economic value for the shareholders and increases the domain of economical activities in the different
geographical locations. From the investment domain, the most important factor for an investor is the stocks returns. Stock
returns means all the cases earned because of stock keeping along with the capital gain. This study was aimed at investigating
the relationship between companies brand value and stocks’ future returns in the accepted companies of Tehran’s stock
exchange during the years of 2005 to 2012. The population under study was consisted of all the accepted companies of
Tehran’s stock exchange. 80 companies were selected for the purpose of this study. The sampling method was based on
systematic deletion.The data of the study was of a compound type. In order to test the hypothesis of the study, the multiple
regressions were used. The results of the study showed that there is a negative and significant relationship between brands’
value and stocks’ future returns.The results showed that among the variables such as company size, book value ratio, and
market Value ; the only statistic which was positive and meaningful was the statistics of book value to market Value . This
shows the positive effect of this variable on the stocks’ future returns.

Keywords: Brand value, Future stock returns, Firm size, Book value to market value ratio.

1. Introduction

In recent decades, the role and importance of intangible assets have increased as the level of competition among the
companies has also increased. Brand value as an intangible asset is one of the most important factors in making a
distinction in a company, and creating competitive advantage. The performance of a brand value has a direct relationship
with the performance of an organization. In this way, the constant evaluation of that can be regarded as a powerful
management tool which helps the managers toward reaching their general and strategic objectives in an organization.
One of the greatest mistakes that a company may commit is name limitation, commercial notation, and running the
company as a part of the marketing management duties. In this way, in most companies (especially the accepted
companies of stock exchange which are working at two fields of marketing and finance for the purpose of financially
supporting and receiving people’s capital and one of the important duties of them is to facilitate the procedure of capital
allocation) the discussions about the companies’ name, and commercial notation is being regarded as one of the most
important intangiblae assets. From the view point of investment, the most important case is stock returns. returns means
the result of all the earned cases which were the result of keeping shares along with the capital gain. Investors have
always been searching for the type of information which can help them toward predicting the future returns of their share.
In other words, the most important factor which is into the investors spot light and the users of financial information is
stock returns. That is why predicting the future returns of the shares is of great important at the time of decision making.
In recent years, the great amount of the finance related researches and accounting investigations have been done
around the issue of share returns and the effective factors on it. In this study, the aim was to investigate the relationship
between commercial name, and the future returns of the shares in the accepted companies of Tehran'’s stock exchange.
The main question of the study is: is the value of commercial name (brand is the true English equivalent for this word. In
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some texts commercial name is used) effective on the future returns of the shares?
2. Theoretical Framework and Literature Review

Brand or the so called commercial name has changed into one of the hot topics in the field of marketing. In the decisions
related to buying the issue of brands value setting is of great importance. Sometimes the estimated value of the brand of
a company comprises the significant value of the physical properties of a company. Brand is effective in the thinking style
and the view point of the user. A suitable brand is the reason of growth is a company. In this way, evaluating a brand is a
highly value task (Interband, 2011). Brands are important intangible assets which can be effective in the performance of a
company (Morgan & Rego, 2009). Park, Maclnnis and Priester studies in 2006 show that brands can be useful in
decreasing the uncertainty level in the people’s lives as a manageable issue. It also enables people to effectively control
the gaining of expected results. Hence, they believe that brands can carry an effective sense which helps the people to
do their daily activities in a better way (Loken and colleagues, 2002). Brand name is the most valuable intangible asset of
a company. The main priority of the managers in the companies has been to expand the brand name. This has been their
priority for over 1 decade. The concept of the value of the brand name has been included in some features such as
having information about the brand name, fidelity to the brand name, perceived quality, and the symbol of the brand
name. The especial value of a brand name is regarded as a key concept in creating competitive advantages in a
company. That is why the value of a brand name is important in the process of future earnings (Hsu et al., 2013). In
evaluating a brand there are two dimensions to be talked about. One is the internal dimension and the other is external.
In naming the external dimensions one can refer to tax, balance sheet, authorization, mutual funds, bankruptcy, funding,
integration, possession and its relationship with investors (Interbrand, 2011). In naming the internal dimensions these can
be named: brand monitoring, budget allocation for the marketing activities, domestic licensing, portfolio management of a
brand, and much more. Brand value can be analyzed from 2 perspectives; Marketing, and financial. The especial value of
a brand means the value added which is received by a brand. Aaker has defined the brand value as: the collection of
assets and liabilities which are related to brand, and is added to the value of the good or product of a company or is
deleted from the value of that product in a company. These are also mentioned by Azizi and colleagues, 2011. Most
marketing managers know about the brand, marketing concepts, customers’ needs, advertising and the related issues;
they also have a great experience in performing them, but what is making problem for them is their inability in making use
of the marketing concepts for the purpose of promoting the brand value. All of such problems are because they don't truly
know about the brand value as one of the most important intangible assets of a company. What these people know is the
tangible properties of a company. This issue can also be observed in the type of companies which are trying to receive
financial support and advantage by means of offering their shares at financial markets. These days the existing
companies of stock exchange try to sell their shares by means of underwriting contract. It is clear why most people go
toward the type of companies which are more well-known and are more reliable (Qanvati, 2009). Hsu and colleagues
(2003) had a research investigation which was titled as “the effect of brand names on the financial performance”. They
sought 100 well-known brands in all around the world during the years of 2001 to 2010. The researchers used s&500p
index to measure their data. The results showed that there was a positive and significant relationship between brand
value and the financial performance of the companies. Belo and colleagues (2013) had an investigation named as “brand
or commercial names as the wealth and value of a company”. They investigated the type of companies which receive
fees for their advertisements. They showed that the companies which have had more investments regarding their brand
have moderately received more returns in their shares. In contrast, the companies which have had fewer investments on
their brands have moderately received lesser amount of returns during a year. The results showed there is a strong
relationship between advertisement fees and shares’ returns in a business company.

Chemmanur and Yan (2011) in a research which was named as “advertisement, knowing about the investor, and
share returns” tested Merton's (1987) theory of knowing the investor in a new field. The new field was the effect of
advertisement on shares’ returns. In this study the effect of size, book and market Value and others were of controlled
variables. The results showed that customers’ knowledge (gained by advertisement) will lead to promotion in shares’
returns in the advertisement year. In contrast, it will bring decrease in shares’ returns in future years (the years after the
advertisement year). Qasemi and colleagues (2014) in a study named ‘the common effect of brand value and
advertisement in cash flow statement of the accepted companies of car making and its accessories” investigated brand
values and advertisement fees of 5 companies which were in the name list of Tehran’s stock exchange during the years
of 2001 to 2010. The information related to cash statements were elicited from financial bills. Linear regression was used
for the purpose of analyzing the data. The results of the study showed that there is a relationship between the dependent
variable (cash flow) and the common effect of the brand value and advertisement. Brand value had a positive effect on
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cash flow statements. There was also a negative effect on advertisement, the common effect of advertisement and brand
value and on cash flow statements. Ukiwe (2009) in a study named as “ the common effect of advertisement costs and
brand values on the financial performance of the companies” investigated the effect of brand on shares’ returns and ROA
of 17 international computer companies in the annual list of inter brand. They sought the years of 2000 to 2007. The data
was including: the advertisement costs and brand value of these 17 companies and their ROA and shares’ returns which
was elicited from the Morning Star Financial Reports. The results of this study showed that there is a positive relationship
between ROA, brand value, and the advertisement costs. Madikizela (2007) in a study named “on the investigation of the
especial value of a brand on the ROA of southern Africa companies” studied a sample of 21 brand names in different
industries such as banks, long and short term insurances, food industries and many more. They sought the years of 2003
to 2006. In 2006, among the brands the Markinver brand was named as the top brand. Linear regression and correlation
was used. The results showed that the relationship between brand value, ROA, and shares’ prices was acceptable in
some industries.

3. Population and Sample

The population under study was consisted of all the accepted companies of Tehran’s Stock Exchange. The sampling was
done based on systematic deletion. The selected samples were supposed to have one of these features.

o The information which was related to advertisement costs was supposed to be along with the financial lists.

e The information which was related to financial lists and their further information notes was supposed to be

continually at hand during the time of the study.

e The shares of these companies must have been activated in the stock exchange during the years of 2005 to

2012. In the case of suspension, the suspension time must not be more than 3 months.

e Their fiscal year must end to 29th of Esfand ( 20th of March) in each year.

e The data must not be from banks, investments, leasing, and financial intermediation industries. This is

because the nature of their activities is different.

Based on the mentioned features, a sample of 80 companies was chosen from the accepted companies of
Tehran’s stock exchange during the years of 2005 to 2012. The data were elicited from: financial lists, some soft wares
(such as Tadbir Pardaz, Rah Avard e Novi), the web site of securities and exchange organization (SEO),. In order to
analyze the data and elicit the required results EXCEL and Eviews 7 was used.

3.1 Research hypothesis

The main hypothesis: brand value has effect on the shares’ returns of the accepted companies of Tehran’s Stock
Exchange.
Hypothesis 1: Company size has an effect on stocks future returns in the accepted companies of stock exchange.
Hypothesis 2: the ratio of book value to market Value is effective on the stocks future returns of the accepted
companies of stock exchange.

3.2 Methodology

Itis a practical research study with a descriptive type of information. Correlation method was used to analyze the data. In
order to test the models of the study the following model was used:

Equation 1: R; 41 = a + aysizej + a;BM;¢ + a3 CBv ¢ + ej¢

In this equation:

Ri41 : the future returns of the | company in the period of t+1

CBv;: The change inbrand value

size;, : The size of | company:

BM;, : the ratio of book value to market Value of each share of the | company in the t year

e;: Total waste

a : the coefficient is on the model
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3.3 Variables of the study

Brand value: in 1989 brand value was defined as: The increase in value due to the performance of marketing activities
by a firm. This value added can be regarded as the financial property and a collection of good behaviours which is
defined by customers and other members. (Marvati et al., 2012; p.8).Value added of a company is computed as the
following: based on Park and Maclnnis (Stated in Davis 2006 in page 240).

Equation 2: A change in brand value including groth growth rate

_ MexR
CB gr_1+(1+gr)*Me
gr=Is the growth rate which is computed by Equation 3:
gr =ROE *(1- d%)

Net Income
ROE = .
The Market Value of The Shere Owners right

d% = >

EPS
Me = Is the marketing efficiency which is computed by Equation 4:
R -
a Me =
Cm = Marketing costs
R= Is the total sales which is computed by Equation 5:
R=P*Q
P Selling price = = Q Amount of Selling

3.4 Company size

Company size is defined through different measures. It can be market Value value, asset value, amount of sales,...
logarithm of net sales recorded in profit and loss is regarded as a measure for company size and is computed based on
equation 6:

company size in the year of t= log( amount of net sales of a company at the end of t year)

3.5 Company Value

Company value is composed of two sections. First section, is the book value at the t time. And second section, the
measured value of the net income is defined as: “the value which is because of future economical results. (Wang, 2008).
The criterion of evaluating this variable is the ratio of book value to market Value . In order to compute the company
value, the book value of each share of the i company, and the data related to market Value of each share of the i
company in the year of t which was collected by means of Tadbir software was entered into Excel. Then, it is computed
based on equation 7.

Equation 7:

Book Value Of Each Share =)E (

Market value Of Each Share "M

Stock Returns:

The returns of one investment on the common stock includes the cash dividend which is paid in year. And is any
type of change in the market Value value which is shown at the end of the year. (Dastgir, 2008, p.232).

— Pit—=Pjt_1+Dij¢

Equation 8: R;=

Pit-1
R;.: The rate return on stock of i in t period
P, : The price of the share i in t period
P,_,: The price of the share i in t-1 period
D;, : divided per share of i in t period which is given to the share owner.

4. Results of the Study
The regression model of the study was analyzed based on compound data. Based on the usage of the compound data
and for the purpose of selecting between panel and compilation data in analyzing the model, the F.Lymr model was used.

The probability amount of F.Lymr was computed as 0.333 and because this was more than 0.05, the compilation method
of analyzing the data was used.

23



215
216
217
218
219
220
221
222
223
224
225
226

227
228
229
230
231
232
233
234
235
236
237
238
239
240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260

ISSN 2039-2117 (online) Mediterranean Journal of Social Sciences Vol 6 No 3
ISSN 2039-9340 (print) MCSER Pub]]'ghing’ Rome,][a])/ May 2015

The main hypothesis: the results showed that the significance level for brand was p=0.033. This means that there
is a significant relationship between the future stock returns and this variable. In other words, there is a significant
relationship between brand and the future stock returns at the certainty level of 95%. Though the relationship was
significant, it was an inverse relationship.

Hypothesis 1: the results of the test of this hypothesis showed that the p value was 0.071 (higher than 0.05), so;
the relationship was not significant. Therefore, this hypothesis is rejected.

Hypothesis 2: the results of this hypothesis showed that the significance level of the ratio of book value to market
Value was p=0.000 which is lesser than 0.05. It shows the existence of a significant relationship and therefore, this
hypothesis is confirmed.

Table 1: The summary of the results based on the regression model

Rit41 = ot aysizej + o, BM;¢ + azLog CBv ¢ + ey
Sig-level  statistic t index sign variable
0.169 1.375 0.219 al intercept
0.071 1.803 0.270 SIZE Company size
0.000 5.341 0.183 BM The ratio of book value to market Value
0.033 -2.131 -31 CBvV Change in Brand value
11.665 statistic F 0.059 The index of investigation R2
0.000 Sig level of F statistic F 1.910 Durbin-Watson statistic

Source: the results of the study

The investigation index shows that about 5 percent of the future stock returns is defined by the regression model. It
shows that about 5 percent of the changes are depicted by the regression model.

5. Conclusion

In today’s era an appropriate name has the ability to change the performance of a company. As an intangible asset, it is
one of the most important properties of a company in a competitive economic system. Brands and investigating the
amount of relationship between brands and performance indexes can be regarded as a criterion for benefactors of the
organization such as shareholders, creditors, employees, and other people. In another way, it is important for investors
who want to know about the measuring dimensions and identification aspects of a brand and other intangible assets
which are advantages in financial statements. Keller says that there are 2 main motivations in studying about the brands:
one is the financial motivation for the purpose of evaluating the brand value in the fiscal and calculation aims. The other is
the elicited motivation for the purpose of Karater marketing. This begins by the common perceptions of the customers. In
other words, brand equity is based on the user of a good. In this study, the financial dimension of the brand has been
investigated. The results of the tests shows the reverse and significant relationship which exists between brand and the
future stock returns. The probable reasons of this relationship could be that there are companies with fewer
advertisement costs and they reveal fewer amounts of information to the investments. That is why the future returns of
their stock is higher than those companies which reveal more information to their investors. The studies show that long
term effects of advertisement have got negative effects on the brands. These are: the increase of costs, losing the brand
value. Aker in 1996 proved that frequent advertisement will decrease the brand value in the long run, and this will have
negative effects on the brand value. The results also showed that the only statistic which was positive and significant
among all the mentioned variables was the ratio of book value to market Value . It shows that this statistic has an effect
on the future stock returns.The results of this study also were similar with the findings of Chemmanur and Yan (2011). It
was also in agreement with Belo et al., in 2013. The results of this study and the results of Yukio(2009) in computer
industry which showed that brand value has got an effect on the stock future returns are in agreement with each other,
but their coefficient of determination index was weak. The results are also in agreement with Madikizela (2007). Also the
study is similar with the results of Qasemi et al., (2014).
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6. Suggestions

6.1 Practical suggestions

¢ Investors are suggested not only to take care of the profiting companies but also to the brand and the amount
of expanses which are spent for the purpose of advertisements in a company. It is because the brand values
and the expanses spent on advertisement are effective on the stock returns.

o Marketing and financial managers are advised to closer their financial and strategic planning to each other for
the purpose of planning and determining the objectives of the company. They are advised to have
collaboration within these fields.

6.2 Suggestions for future research

o The results of this study are at the level of all of these companies. It means, small and large companies both
were analyzed. It is probable that each of these small and large companies show different results when they
are studied separately. The researchers are suggested to make use of the companies which are in a similar
range. They are also advised to make use of other variables such as place, and advertisement method when
computing the brand value of the companies.

o In this study, the relationship between marketing variables of the brand value and the financial variable of the
future stock returns was analyzed. There are other marketing variables, too. And they are all effective in the
financial performance of a company. It is suggested to study the effect of these variables, too.
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Abstract

The aim of the article is a review and summarizing methods of tariffs in housing and communal services in foreign countries,
and also reasoning of opportunity to use of state marketing in the regulation of tariffs and the main directions of its usage, both
in Russia and abroad. The result of this article is the formulation of conclusions and predictions for further development of tariff
setting, as well as the social consequences of this policy in the sphere of housing and communal services. The institutional
character of the social practices of HCS, according to the authors, is associated with the provision of living conditions for the
population in the sphere of material practices and with the finding of ways to optimize the economy of the industrial and
postindustrial societies. In the service social practices HCS special factor is the change of goal setting, re-orientation of social
action for the client from the process that is not always connected with rational components of the social actions of individuals,
and also with the operation of irrational components. Besides, there is a kind of "soft" technologization in the service social
practices of HCS. Pricing policy in the sphere of housing and communal services detects a contradiction, on the one hand,
between a wide range of services and agents that shows the democratization processes in the maintenance and strengthening
of processes of self-administration, and on the other side of rising prices and low quality of services provided.

Keywords: State marketing, tariffs, housing and communal services, social practice tariff.

1. Introduction

The research topic is in line with international trends of increasing of the role and relative weight of categories sector of
human activity and social life. Services housing are an integral part of industrial relations, including relations of
production, transfer, exchange, distribution and consumption of specific (in the form of services) vitally important goods
which are related to the field of personal and collective consumption.

Foreign experience in the aspect of opportunity of its usage in the conditions of Russian specificity is not
sufficiently studied and necessitates special studies. That is why it is necessary to conduct polyaspectic cross-country
analysis of the institutional basics of tariffs. This will allow us to develop the concept of the forming of institutional system
of housing and communal economy in the countries which realize the transition to civilized forms of management, and
also to determine the principles of development of market relations in the process of interaction of subjects of the market
with regard to the adaptation of foreign experience and the imperative of institutional improvement of the Russian
practice.

Let us examine the impact of institutional changes in housing and communal services (hereinafter referred to as
HCS) on the process of its delivery and distribution of the financial burden on the population. Implementation of reforms in
HCS and the development of a new system of social subsidies for HCS services in RF and further socio-economic policy
and the stability of society are not finished.

In the economic and social context housing and communal utilities (hereinafter - HCA) are an important factor in
the reproduction of the main productive force of society - labour force, the creation of gross national product and national
income, economic growth, increasing economic efficiency; in social context housing and communal services is resultative
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factor in the stabilization of the level of living of the population in the period of consolidation of market relations, its
subsequent growth, improving the quality of life, the full realization of the principle of social justice.
Institutional design and development of effective strategic organizational and economic mechanisms of
development of the sphere of housing and communal services in today's economy plays an important role in society life.
Institutionalization of elements of socio-economic reality strengthens the social practices of everyday life in any
country. Institutionalization of HCS is adequate to ongoing social processes, which testifies to the needs of society in
organizing.

2. The Main Tendency in the Development of Tariffs in European Countries and in Russia

Key trends in the development of markets of services of HCS in European countries over the last two decades can be
summarized as followings:

- the decentralization of the system of management utilities HCS with the transfer of responsibility to local
authorities;

- the privatization of most companies operating in the water supply system, heating, gas and electricity;

- the structural reform of HCS in a part of separation of kinds of activity (generation, transmission and
distribution) of companies which operate in this market, with the aim of promoting competition in potentially
competitive sectors;

- the establishment of the current regulatory regime, which main purpose is the creation of optimal conditions of
modernization of the infrastructure of HCS while maintaining a balance of interests of operating companies
and consumers.

Since 1999, the electricity market in the UK operates in the mode of competition. Since 2001, all the companies
were divided into four activities, each of which will require a separate license for production, transmission, distribution and
supply of energy (Electricity prices — Price systems, 2006; Eurostat Statistical books, 2007).

The main condition of entry into the market of provision of housing services in the UK is the licensing of all types.
And also institutional specifics for companies in this market are:

- agreement on prices limits on power transmission, distribution of electricity is reviewed every 5 years. (in

Germany - 5 years, in Finland - 4 years);

- compensation scheme for network operators, providing high quality services to consumers (The Electricity
Distribution Customer Service Reward), which is designed to highlight and promote the company which carry
out their activities most effectively and demonstrate best practice in relation to consumers. (1 million pounds );

- the introduction of a new model of regulation of tariffs - the RIIO model (Revenue = Incentives + Innovation +
Production) (revenue=incentives+innovation+outputs). The RIIO model will be applied in reviews for price
regulation from April 2013 (Decision’ document: our final decision on the RIIO model, http://www.ofgem.
gov.uk/Networks/rpix20/ConsultDocs/Documents 1/Decision%20doc.pdf, 2013).

Distinctive and positive side of tariffs in Germany is that the lowering of reducing the amount of income, which
stimulates the most efficient operation, is placed. Since January 1, 2009 incentive regulation, which replaced the old
system of tariff regulation based on the cost method of tariff calculation was enacted (The decree on incentive regulation,
http:/www.gesetze-im-internet.de/aregv/index.html, 2012). Incentive regulation involves the determination of the
maximum allowed revenue (permissible revenue cap) of network operators (StromNEV, http://www.gesetze-im-
internet.de/stromnev/__11.html, 2012 ). The basis for its determination became the costs of network operators in 2008.
The regulation period is 5 years, for operators of gas supply networks the first period lasts 4 years. The aim of the new
regulatory system is the creation of incentives to increase efficiency of functioning of the energy sector (GasNEV,
http://www.gesetze-im-internet.de/gasnev/__10.html, 2012).

Later on each year, the maximum income will be adjusted to reflect market prices for the relevant services.
Moreover, the amount will be reduced by 1.25% per year. This reduction is aimed to increase the productivity and the
efficiency in the sector. The system of bonuses and penalties provides additional incentives for network operators to
reduce costs: if costs exceed a fixed level for the previous year, the network operator will incur 25% of additional costs; if
the cost is lower than the target value, it can save 25%.

An important role in the regulation of the sector of water supply and water removal play industry and professional
associations. In Germany there are six major associations - Association of municipal enterprises of HCS (Federal
Network Agency. Monitoring Report, 2009), the Association of enterprises in the sector of water supply and water
removal (Federal Network Agency. Annual Report, 2009), Association in the field of energy and water suppliers
(Association of Local Utilities, http://www.vku.de/other-languages/english.html, 2015), Association of supplying water from
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reservoirs (German Association for Water, http://www.dwa.de/portale/dwahome/dwahome.nsf/home?readform, 2015),
Associations of water management in Germany (German Association of Energy and Water Industries, 2015), the
Technical-Scientific Association in the field of gas and water supply in Germany (Association of Drinking Water from
Reservoirs, http://www.trinkwassertalsperren.de/). These associations have developed a system of benchmarking in the
sector of water supply and sanitation (German Alliance of Water Management Associations, http://www.dbvw.
de/txt110.ph).

In the European Union dynamics of prices for complex for housing and communal services and fuel during the
2000s was positive, both in nominal and in real expression excluding 2009. In other words, the rate of growth of prices for
housing and communal services and fuel exceeded the rate of consumer inflation. However, the scale of this annual
excess was small, being within 5%.In the first half of the 2000s the acceleration in the rate of growth of prices for housing
and communal services was observed, in real terms they reached a peak in 2005. Subsequently, after some delay, a new
peak in 2008 took place - on the wave of pre-crisis overheating of the global economy. In the 2009 year of crisis , despite
the fact that the index of consumer prices in the EU rose by 1.5%, rates for utility services remained almost unchanged,
which resulted to reduction of the cost of housing in real terms in the past decade. However, in 2010, according to
preliminary estimates, the rise in nominal and in real terms was resumed.

0 T2001- 100
135
130+ 1 % to previous year

1251

120+
115+
1= [ I_I

105+ et L i

100 + + + + + + + + } 2
2001 2002 2003 2004 2005 200€ 2007 2008 2009 20100

5]

C— The increase of prices for HCS and fuel { e.g. axis)
____ CpPI

~——— The prices on HCS and fuel

Figure 1 - Dynamics of nominal and real rates for public utility services in the EU-27 and the consumer price index, 2001
- 2010 (source - Eurostat data)

Examining the dynamics of tariffs for specific HCS, significant caveat should be made concerning the methodology of the
European statistical system, namely the weights of the various components. According to classification COICOP
(classification of individual consumption by purpose - ed.), approved by the UN, which conduct surveys of household
budgets in category "Housing services, water, electricity, gas and other fuels" includes the costs of the rental of dwellings,
as well as "imputed rent for housing services". This leads to the fact that the share of this category in the structure of
consumer spending depends on the development of the rental market and the share of households living in rented
housing, as well as calculation methods "contingent rent". In Russia the share of rent in the structure of expenditures for
housing and communal services, even taking into account the rent for housing in the state and municipal Fund, is
significantly less than 10% (according to the methodology of calculation of the price index Rosstat), and is not calculated
"imputed rent". But in European countries, the rent is of great importance in the framework of consumer expenditures for
housing and communal services, accounting for about one third of the price index for services of this group.
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Figure 2 - Dynamics of tariffs for private housing and public services in the EU-27, 2001 - 2010, 2001 = 100 (source -
data Eurostat)

The rental rate is the factor that significantly inhibits the growth of average prices for housing and communal services in
European countries. Each year it grows only 2 to 2.5 percentage points, and in 2009 - 2010, the growth rate was even
lower. Prices for repair and maintenance of housing, which are another important factor when calculating the price index
for housing and communal services, are also increasing steadily, but slowly, and at a rate of 2 to 4% per year, except for
2007, when they increased by almost 5%, and the period 2009 - 2010, when the rate, in contrast, slowed and even
decreased in 2010 according to estimation to less than 2%. Services of water supply, water removal and waste disposal
are rising a bit faster, but too slowly.

The main factor of significant fluctuations of the magnitude and the rate of growth of tariffs in the EU became prices
for electricity, gas and fuel. Prior to 2003, on average, they increased annually by about 4%, moving within a single
trajectory with other HCS. But in 2004, the tariffs for services of this group increased by 6.5%, in 2005 - 2006 by
approximately 10% per year, after a disappointing 2007, the growth rate in 2008 again exceeded 10%, but in 2009, a
drop of almost 4% was recorded.

The logic of the reform of HCS is based on change-over to payment services in accordance with their actual scope
and quality. Payment at a reduced standard does not encourage saving measures, including the installation of metering
devices. On the other hand, the overestimation of the tariff causes complaints of citizens-consumers of utilities.

In accordance with the standards of HCS of the Russian Federation, the volume of municipal services is calculated
on the basis of consumption norms, or on the basis of meter readings.

In order to analyse the reasons for the increase in charges for public services, multifactorial nature of its calculation
should be noted.

Monitoring data approved by the local government of standards indicate a significant difference in the consumption
standards of public services, as between territorial entity of the RF, and between municipalities within the same region. It
is necessary to indicate that, besides that there are a general an algorithm and established methods for calculating of
tariffs, standards of consumption of utility services, approved by local authorities for the same for all parameters (design
features, territorial factors and other) buildings in different municipalities can differ significantly. Taking into account that
the ratio of the consumption of utility services has a physical meaning and primarily depends on the design features of
buildings and climatic conditions, a large dispersion of values within a specific territorial entity of the RF spoke about the
diversity in approaches to the regulation of the regulations by local authorities in the definition and adoption of standards.

In Russia, the tariffs for housing and communal sphere are shaped by a number of factors, shown in figure 3.
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Figure 3 - The institutions affecting tariffs of housing and communal services of the Russian Federation

The price improvement of mechanism for providing HCS to consumers, differentiating of their value depending on the
location of housing, degrees of comfort, land improvement are the regulator of marked economic transformation. In order
to avoid non-payment for services and social tensions in the country the citizens ' solvency must be taken into account
and social protection of the population must be ensured, which makes state regulation of price and tariff policy in the
formation of the market of HCS. This would have a beneficial effect on the population's attitude to growth of tariffs.
Negative social response also receives the quality of services, it does not change for the better.

It is evident from figure 3, the state is not required only by the participant (subject) HCS along with the sellers and
consumers, but also performs on the market the specific role of the dominant entity. Not dealing directly with the
satisfaction of the needs of members of society, it must regulate this process and to facilitate the effective achievement of
a compromise between the interests of all participants with minimal cost society. This is due to the need to address
economic and social processes in unity and cooperation. Thus, the state, unlike private enterprises, is interested in the
efficient functioning of the economy as a whole. On the other hand, the state can be considered from the point of view of
the provision of important social services (security, environmental protection and so on). That is, it is a specific company
that provides a broad range of services.

The above facts indicate the necessity of providing marketing approach to state management in the sphere of
HCS, both in general and when carrying out certain activities, regardless of their size. For successful practical solutions to
complex public problems achievements in different fields of knowledge need to be effectively used. Among them is the
marketing.

The decisions of state authorities without an objective and reliable information, extensive discussions and
consultations in society, often cause considerable resonance and dissatisfaction with certain social groups. Therefore, to
improve the efficiency of government without active use of marketing seems to be quite problematic, and the complexity
of market processes and the active intervention of the state now require allocation in the system of marketing such
varieties as state marketing (German Technical and Scientific Association for Gas and Water, www.dvgw.de/english-
pages/dvgw/).

The aim of public marketing must be, first and foremost, the maximum satisfaction of material and spiritual needs
of citizens within the allocated public expenditure. State marketing should examine needs and interests, i.e., the essence,
structure, ranking, factors and trends.

Marketing in the activities of state agencies has certain characteristics, because these agencies are not always
directly satisfies these needs, but only indirectly contribute to this. In comparison with tasks that solves marketing at the
level of the individual enterprise, the purposes of government marketing is much bigger and more complex. So, if on HCS
enterprise marketing provides sales and promotion of a narrow range of services of this company, at the state level it
multidirectional that requires a comprehensive and balanced approach to the needs of the subjects. Besides, it is
necessary to take into account such factors such as environmental, political and other. In the temporary plan state
marketing activities designed for much more long term.

The second reason, which causes the need for active use of marketing, is the necessity of active influence on
consumer preferences. The state can and should influence the formation of the correct consumer behavior of citizens in
housing and the consumption of HCS. On the other hand, it should encourage manufacturers to the satisfaction of
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rational demand through complex state of marketing activities and tools. This means that the state marketing should be
socially oriented. The main directions of state policy in the sphere of HCS should be to support and develop of
competitions of organizations that provide relevant services.

For solutions of problems of HCS private enterprise has limited capacity and resources. Therefore, the state should
take responsibility for solving complex and large-scale problems. To ensure the necessary level of competition the state
has effective regulatory tools, which can be divided into direct and indirect. Therefore, the marketing concept of the public
administration should provide more efficient and qualitative identification, formation and satisfaction of consumer’s needs
in the sphere of HCS.

One of the functions of government marketing can be also legislative regulation of the marketing (advertising)
activity of subjects of the market of HCS in order to avoid negative impact on consumer preferences, creation of
conditions for fair competition on the market.

The marketing tools should be used effectively at all stages of preparation, adoption and implementation of
managerial decisions, including the adoption of effective laws. In particular, the tools of marketing communications that
will allow to make a more open and democratic system of government must be used.

Public marketing must be used completed with all the tools of public administration, for example, planning, to
identifying and finding ways to satisfy the real needs of people.

To make good management decisions and ensure effective functioning of the HCS the government bodies need
not only general information about the condition of the market of HCS, but also specific data about individual companies,
which can be obtained through public or private research organizations.

Thus, the state marketing should become an integral part of the system of state management in the sphere of
HCS, and its main problem is the maximum satisfaction of the reasonable needs (interests) of the population at the
expense of producers of services for which the state should create the most favorable conditions for development.

State marketing should be used primarily to solve the following main tasks:

- clarification of goals and problems for the development of sphere of HCS;

- analysis and forecasting of public demand for HCS;

- formation of positive image of HCS as sector of the economy;

- the development of competition, ensuring equal conditions for all subjects of the market activity;

- legislative support and the creation of appropriate conditions for the implementation of laws;

- stabilization of the market of HCS.

In Russia, the individual elements of the marketing are already in use in state bodies activities, however, this usage
is not always complex and focused, and for their practical implementation is often lacking the necessary resources.
Today at the level of ministries begin work on the creation of units that perform various marketing functions. Their tasks,
working methods and activities will differ from the activities of the marketing departments of businesses. But the point is
not only in the creation of separate divisions, but in the transition to the marketing concept of public administration, which
involves the extensive use of marketing techniques at all stages of adoption and implementation of managerial decisions.
Thus in this complex all the levers of public administration should be used: legal, organizational, financial, etc.

Table 1 - The growth rate of consumer prices, nominal income and tariffs for HCS in Russia for the period 2002-2012, in
% to previous year (Drugov, A. A., Safin, A. R., Sendetzky S. C., 2005; German Technical and Scientific Association for
Gas and Water, www.dvgw.de/english-pages/dvgw/)

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
CPI 1511120 11,7[109] 91 |11,9(133]| 88 | 88 | 6,1 | 6,6
Per capita nominal income of the population 28,9(31,0/24,0[265|25,7(236|186|130[ 52 | 28 | 84
HCS tariffs 48,8 128,7|235]32,7[179[140 164196130 [ 11,7 94

Source: Federal state statistics service of the RF

Thus, the analysis of data of the Table shows that the growth rate of consumer prices always has a social character and
background. However, for socially vulnerable segments of the population, particularly for pensioners, it was a constant
concern, which was forced to raise pensions, benefits, wages in the government payroll ; perhaps even above a realistic
level according on the fiscal capacity of the country.

In the mid-2000s, the situation seems to have reached a relative stability: since 2003, the growth rate of nominal
income is almost always (except for 2005) exceeded the growth rates in the housing sector, and in 2010 - 2011 the
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growth rate of tariffs was reduced to quite low levels, even taking into account inflation, but although still slightly exceeded
them. However, in 2011 - 2012, the growth rate of the real price of HCS relative to the previous year were significantly
below 5%, which is quite a normal situation for European countries.

But in 2009-2010, the situation has changed not for the better: the growth of HCS increased again. In 2009, the
nominal growth rates reached a maximum level for the last four years.

Statistical data on specific housing and communal services indicate that approximately up to 2005, the services
can be divided into two categories: electricity and gas, on the one hand, and other essential housing services, on the
other hand.

The cost of services of electricity and gas to 2005 increased by about twice slower than in other utility services. In
the second half of the 2000s, the growth of tariffs for gas and electricity became close in with indicators for other services,
and in 2010 even can considerably surpass them coming near to 22-23% compared to the previous year, while water and
heating can grow only by 15-20%, and the maintenance and repair of housing - and at 10%. Particularly noticeable in
recent years are increasing gas prices, and in this the tendency to their planned exit on the same level with European
(including, of course, the transport component) can be noticed.

The increase of tariffs for housing and communal services in itself is a significant factor in the acceleration of
inflation. The direct contribution of the growth of tariffs for HCS in consumer inflation in recent years was steadily about
1.5 percentage points. Thus, the reduction of the rate of growth of prices for HCS 2 times will help to reduce the overall
rate of inflation by about 0.7-0.8 percentage points.

3. Social Practices in Reforming the HCS in Russia

Tariffs in the sphere of housing and communal services should be considered as part of social practices in the HCS
sector. Let's refer to the question of the process of institutionalization of social practices on the example of housing and
communal services. In the process of institutionalizing there are some social problems in the society, the reason is the
divergence of interests of the whole society with the interests of specific individuals in the housing arrangement and
reproduction of HCS, the need for housing and communal services has both mass and individual character, and the latter
runs the risk of not being recognized as socially significant. Such institutions perform their own functions and standard
operations, they can be not seen for a long time, do not present values and do not perform functions that meet the needs
of society in a particular cultural dominance.

The need for social recognition of the Institute of public utilities, as significant for the economic and social
functioning of society is obvious, it is from the work of this institution largely depends on the representation of the
population of the stable development of society.

The reforming of HCS in Russia affects a very wide range of relationships, which involved a majority of the
population of cities and towns. The housing reform provides for radical reform of the system of housing management, i.e.
the whole social institution, which is based on the reconstruction of the interaction and relations between participants in
the market. According to researchers of A. C. Yermishin and L. C. Klimenko, "the social importance and significant
positive externalities characterize HCS as a socially significant private benefit, production and financing of which is
accompanied by formation of special relations and institutions." (The availability of housing and communal services in
Russia: Myths and reality, 2010).

As can be seen, the results of social surveys the reforming of social institution can lead to social instability (In
June, the rating of the main problems of the country is headed by the situation in the housing sector, //http://mrr-sro.ru/,
2013).

To ensure social stability of the state and the territorial entity of the RF of local authorities used a variety of tools,
namely:

- federal, regional, municipal, local development programs for major repair: dilapidated housing, communication

networks, water supply, cleaning and transportation of wastewater, and so on;

- the provision of public subsidies to pay for housing and communal services of the Russian Federation subjects

and local authorities;

- the tariff policy, i.e., the pricing services of housing are formed on the territory of the municipality and approved

by a regional body to monitor tariffs.

Considering each of these tools let’s refer to the official statistics and reports on Russia and the Rostov region (In
June, the rating of the main problems of the country is headed by the situation in the housing sector, //http://mrr-sro.ru/,
2013).

Implementation of Federal and social programs is a priority aims of the ministry of housing and utilities for the 2011

32



333
334
335
336
337
338
339
340
341
342
343
344
345
346
347
348
349
350
351
352
353
354
355

356
357
358
359
360
361
362
363
364
365
366
367
368
369
370
371
372
373
374
375

ISSN 2039-2117 (online) Mediterranean Journal of Social Sciences Vol 6 No 3
ISSN 2039-9340 (print) MCSER Pub]]'ghing’ Rome,][a])/ May 2015

reporting year, the current 2012 year and the planned period 2013 - 2015, from the Constitution of the Russian
Federation, Federal laws concerning housing and communal services reform in the period 2007-2013 such aims are:

1. Improving the living conditions of citizens, creating a safe and favorable condition of their living;

2. Creating the conditions to bring the infrastructure in accordance with quality standards, providing comfortable
living conditions of the population of the Rostov region, improvement of the ecological situation. The main indicator of the
improvement of living conditions of citizens, is the index of “Proportion of multi-apartment houses with wear of more than
31%, in which were overhauled, in the total number of apartment houses requiring major repairs”. Metric values
amounted in 2010 to 2.8% (while the target value of 2.5%), in 2011 to 1.4% (while the target value of - 1.1 percent); in
2012 and 1.1%, for the planning period: 2013 - 0,6%, 2014 - 0,65%, 2015 - 0.7 percent (Russian statistical Yearbook,
2014).

Analysis of social stability, regional tariff policy on the level of territorial entity of the RF was held in various studies
(Nerovnya, |.E. and Oboimova N.T., 2012; Nerovnya |.E. and Oboimova N.T., 2012). It should also be considered the
prescriptive regulation, which happens with the help of regulations of the regional government. For example: comparing
indexes of consumer prices (tariffs) with other types of services, it should be noted that the rate of growth of prices for
HCS ahead also medical services and the price for pre-school education. In the Rostov region a resolution, dated
27.06.2012 No. 56 "On approval of the coefficients of the rising cost of housing and communal services for 2013 - 2015"
was adopted and approved the coefficients of the rising cost of housing and communal services for 2013 - 2015, they are
presented in the Table:

Table 2 - The coefficients of the rising cost of housing and communal services for 2013 - 2015 in the Rostov region,
Russia (The decision of the Government of the Rostov region dated 27.06.2012 No. 56, http://special.donland.ru, July
2014)

Type of Service 2013 rog (k 2012r.) | 2014 rog (k 2012r.) | 2015 rog(k 2012r.)
Heating 1,150 1,271 1,411
Water-supply 1,116 1,233 1,364
Water removal 1,116 1,233 1,364
Hot-water supply 1,150 1,271 1,411
chemical water treatment 1,116 1,233 1,364
Recycling (disposal) of solid waste 1,138 1,285 1,449
Electricity (budget consumers, including street lighting) 1,116 1,239 1,375
Gas supply with natural gas (budget users) 1,150 1,323 1,521
Boiler-furnace fuel and coal 1,093 1,149 1,200
The removal of liquid waste 1,116 1,233 1,364

The highest rates of growth of tariffs by 2015 are projected to supply natural gas: the annual growth rate is 15% of the
amount, the maximum established by the RF Government. Services of heating and hot water on 1,411, power supply on
1,375 points, this group of services are in the same complex JSC “Donenergo’, i.e. setting of the tariffs will be carried out
almost at the maximum permissible rates of growth of tariffs.

4. The Necessity for Implementation of Marketing Approaches in the Housing and Communal Sector in Russia

Russia's solution to the problem of deducing the HCS from the crisis through the development of market relations in this
sphere continues more than 20 years without significant results. One of the big problems in the housing and utilities
reform, limiting its development, is the lack of measures for the establishment of market-oriented housing organizations.
In the housing law, the literature only the most General approaches to the de-monopolization and development of market
relations in the sphere of HCS, involving the separation of the functions of ownership, management and maintenance of
the housing stock, the necessity for funding and involving in this sector organizations of all forms of ownership are
developed. The implementation of these approaches already puts housing organizations in new conditions that require
their management knowledge and skills. However, management methodology, adapted to the peculiarities of the
activities of housing organisations and to ensure its market orientation, is missing.

The development of the marketing methodology and its adaptation to housing will equip management housing
organizations with the knowledge and skills they need for survival and successful functioning in market conditions. There
is an objective necessity for the introduction of marketing management in practice of housing organizations of HCS.
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Implementation of priority measures of the reform of HCS, such as financial recovery of enterprises, modernization of
fixed assets will not be successful in the absence of market-oriented housing organizations, ensuring their economic
interest due to the high degree of social adequacy activity.

The introduction of marketing management in the sphere of housing determines the necessity for the development
of its methodology towards solving existing problems and its adaptation to the peculiarities of the functioning of the HCS
organizations. The main problems of marketing management, which are of fundamental importance, are essential from
the point of view of their successful implementation in housing are followings (Novikova, N.G., 2005; Oboimova N.T.,
2012):

- lack of the concept of strategic marketing, which would not only provide the interrelated development of

marketing strategies but also their implementation;

- the absence of a holistic concept of the analytical system, which would allow to combine the efforts of all levels
of management in the direction of obtaining information to substantiate and to test marketing solutions, as well
as would contribute to the integration of marketing in the management of housing organizations;

- the problem of assessing the quality of marketing management;

- absence of model in marketing management, which would allow to take into account all the features of ruling
housing organizations of new generation.

5. Conclusion

Housing and communal services (HCS) is complex which represents the largest industry in the Russian economy, whose
share in fixed assets is more than 26% and includes 56.6 thousand enterprises and organizations, municipal, private and
mixed to provide (HCS). Currently, the population of Russia is provided by16 types of housing and 41 species utilities.

1. Russia's transition to a market economy determined the necessity for radical changes in the content and the
mechanism of state regulation of the management of housing and communal services as the material basis of
the provision of vital utility services to the population and organizations. Due to the large gap in income and
social problem of the growing weight of the elderly population it is necessary to develop the mechanism of
pricing as more transparent and Pareto-optimal in order to support tariffs of HCS.

2. Economic policy of administrations (municipalities) should include the preparation and implementation of
priority of urgent measures with regard to bringing economically justified tariffs in accordance with the existing
conditions (dynamics of income and purchasing power of the population and level of development of the
regulatory framework) and to be directed to the stabilization of the system of control of housing.

3. While using any of the methods of regulation of tariffs (for one year, long-term) mandatory standards for
quality of services, works and basic standards resources (fixed assets, labor costs, material costs, and so on)
necessary to ensure high-quality delivery of heat, electrical energy, water, wastewater treatment, recycling
(disposal) MSW should be developed and established. Only after establishing such regulations it is possible to
develop terms of reference for the development of the production program for public utilities, adopt and
monitor implementation of such a program, and to be confident in establishing economically justified tariffs
(Rate = Production/sales Volume).

4. However, in the absence of a clear and reasonable methodology for determining consumption norms
established at the Federal level and clear regulation of their use in situations of presence/absence of
household and/or individual metering of resource, such transfer will not give a positive effect.

There are calculations for management companies and HOA with RDF and the OCC for the resource in the
absence of metering devices.

The introduction of new organizational and legal forms of management and operation, changing institutional
environment industry creates preconditions for the investment attractiveness of enterprises of HCS. For the
effective functioning of management companies, development of concession relations required institutionally
mature regulatory and methodological support.

Market reforms in the country's economy changed significantly the structure of money expenditure of
population, social welfare and the demand for consumer goods and services. As a result, the contents of
housing and communal services are changing, as well as forms of supply and demand for these services in
terms of scope and quality component. Today enterprise utility services are not adapted to market conditions
which find expression in the lack of competitiveness of services, cost principles farming, insufficient
management and customer service.

5. Having Considered the process of institutionalization of the HCS as a reflection of public perceptions about the
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stable development of society and conducting relevant research, we note that the social practice of service
utilities take into account the historical and international experience in providing various kinds of service.[8]
There are sustainable forms of social practices within the social service Institute, in implementing of housing,
through which a housing were organized, where people realize their needs in security that ensures the
continuity of social ties within a social organization.

Pricing policy for public utilities detects a contradiction, on the one hand, between a wide range of services
and agents that shows the democratization processes in the maintenance and strengthening of processes of
government, and on the other hand, rising prices and low quality of provided services.

6. The concept of socially responsible marketing and marketing interaction with consumers is exactly that
methodology, following which the activities of housing organisations will allow them to become market-
oriented, align their economic interests with the interests of the institutional actors of the market environment,
and on this basis to ensure institutionally mature state of housing. Thereupon, the development marketing
management methodology in the HCS sector in the conditions of formation of market relations is very
important.
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Abstract

Inheritance is an ancient institution recognized by the Roman law in the Twelve Tables (303 BC) in which the testamentary
right was given priority. The testament, in its written form, was initially observed in wax tables, then called ‘praetorian
testament”, which as a historical period corresponds to the Classic one (late period of ancient Rome). The testament is a legal
action made by the testator through which he disposes his property after death. The testament is an action upon death,
personal, that can only be done by the testator and not another person. Generally there are two forms of testaments, ordinary
and special testaments. During the years 1912-1929, testamentary inheritance was regulated according to the religion the
testator belonged to. The Civil Code of 1929 defines testament as a revocable act through which the testator disposes all or
part of his property, referring to the time after his death, in favor of one or more persons. During the communist dictatorship,
testamentary heirs could be legal heirs, state authorities and social organizations, but in any case it was not allowed to dispose
property via testament in favor of the church or religious institutions. Pursuant to the Civil Code in force, the testament is a legal
action arising out of death or mortis causa. In such cases when the testator disposes only a part of his property, for the property
which is not disposed by testament, legal inheritance shall apply. This paper analyzes the testament institution in Albania
during various periods up to the Civil Code in force, that of 1994.

Keywords: Inheritance, testament, mortis causa action, etc.

1. Introduction

Inheritance is an ancient institution recognized by the Roman law in the Twelve Tables (303 BC) in which the
testamentary right was given priority. The testament, in its written form, was initially observed in wax tables, then called
“praetorian testament”, which as a historical period corresponds to the Classic one (late period of ancient Rome). This
form of testament was highly improved with the passing of time and became the basic template not only for many of the
countries applying Continental Law, but also in other countries as well. The person stating the transfer of his property by
presenting the tables and confirming that the writing contained herein expressed his last will, also required the approval
from the people who were present to appear as witnesses thereof in case it was necessary, by addressing them a call.
This call gave the name to the entire action which was then called testamentum’. Inheritance relations themselves were
born when ownership was born, and shall exist as long as the right of ownership will cease to exist. Such relations are
developed following the steps of society development and originate back to the primitive society. However, we cannot say
that during that time there was an Inheritance Law per se. The inheritance institution may be considered as the point from
which diverse and complicated problems arise in the private international law, not only with regards to the opinion of
different doctrines, but especially due to the divergences between different legislations and due to practical difficulties
resulting as a consequence thereof.2 The Testament is a one-sided statement of the testator's will, given in a form as
prescribed by the law, which aims to create a new order of inheritance and not that envisaged by the law. This is a mortis
causa action and through it, a part or the entire property may be disposed, or one or more legal heirs may be expelled
from inheritance or they may be charged with different obligations. The Testament is a highly personal action and this
paper shall address this institution by analyzing its development in different periods in Albania.

2. Post Independence Inheritance Institution and Pursuant to the Civil Code of 1929

During 1912-1929, Albania applied the norms of the Turkish Empire to regulate inheritance relations. Such norms were
based on Sheriat, the sacred law deriving from Kuran. Testamentary inheritance was regulated according to the religious

1 Juliana Latifi “Trashégimia me testament, véshtrim krahasues ", Shtépia botuese Lilo 1999, fq.16
2 Agim Tartari “Trashégimia né té drejtén ndérkombétare private”, botim i Kumit, 2010 fq.11
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norms that the testator belonged to.

By way of testament one could dispose a part of the property or only special types of property, such as mylk® and
not completely, but only 1/3 of it. In case the testator would dispose through testament a larger share of mylk property,
then the testament validity for such part which exceeded 1/3 depended on the satisfaction of the legal heirs. Another
restriction for the testator with regards to his testament was the fact that if he disposed his estate through testament only
to the benefit of one of the heirs, the testament would be applied only in case the other heirs approved it%. In 1922
Albania approved the Decree-law on testaments (dated 05.04.1922) which regulated property inheritance through
testament. Based on this law, one could also dispose through testament 1/3 of the property and in cases when there
were no legal heirs, one could leave 2/3 of its property, whereas 1/3 passed to the state. The Civil Code of 1929 defines
the testament as a revocable act with which the testator disposes all or part of his property, after death, in favor of one or
some persons®. The capacity to make a testament was vested only to those who reached the age of 18 years old and
were not divested of their capacity to act. People who could not make a testament, even though not being divested from
the capacity to act, due to their health condition or mental development were not able to understand the importance of the
action they were going to make and the consequences resulting thereof. Such Code envisaged two types of testaments,
the ordinary and the special one. The provisions of the Civil Code of 1929 envisaged two forms of ordinary testament, the
holographic testament and the notary acté. The holographic testament, to be valid, should be entirely handwritten and
signed by the testator, as well as bear the date, month and year of its writing; whereas the notary act testament could be
public or secret. The public notary testament was drafted by the notary in the presence of four witnesses, or in the
presence of two notaries and two witnesses and should be signed by the testator, the notary or notaries as well as the
present witnesses. The secret notary testament could be written by the testator himself or by another person and should
be signed at any time by the testator and submitted safely covered in the presence of four witnesses’. Special testaments
were further divided into: a) testaments made under exceptional circumstances; b) testaments made during sea voyages,
when the ship was in the sea or in foreign ports and it was not possible to communicate with the Albanian land. a)
Testaments made under exceptional circumstances could be made by the person through a written letter taken from the
notary or justice of peace, or neighborhood or village priest in the presence of two witnesses.

In this case the testament should be signed by the person who received it, and when allowed by the
circumstances, by the testator and the witnesses. The testament prepared in this form had no force when a month
passed from the time the testator regained the freedom to make a testament in the ordinary form and did not do it8. b)
Testaments made during sea voyages, when the ship was at sea or in foreign ports and it was not possible to
communicate with Albanian land; In cases when the ship was in open sea or in foreign seaports, where there were no
diplomatic agents or Albanian consuls, the testament written by the testator was taken in the presence of two witnesses
in the ships of Albanian state by the administrative officer or ship commander or their vices. In private ships it was taken
from the captain or owner of the ship, or from their representatives. The Testament was prepared in two original copies
and it had to be signed by the persons receiving it as well as by witnesses. Such testament was valid when the testator
died in the sea or within a month from the day he had landed and did not have any possibility to make an ordinary
testament. According to the Civil Code of 1929 the legal reserve referred to legitimate descendants, ascendants, siblings
of the testator who benefited their part, and the testator could neither dispose them through testament nor charge them
any condition or encumbrance®. In contrast with this code, the Civil Code in force provides the legal reserve only for minor
children of the testator or other minor heirs, who inherit by representation, as well as other persons disable to work in
case they are called in inheritance.

3 Mylk property as per the Ottoman Law is the property under full private ownership of the owner, free of any dependence from the state
and church, be that real or not.

4 Ardian Nuni,Luan Hasneziri E drejta civile lll (Trashégimia), Tirané 2010, fq.270

5 Article 429 of the Civil Code of 1929 provides: “The testament is a revocable act with which anyone, as per the rules prescribed by law,
dispose for the time after his death, all or part of his property in favor of one, or more persons”.

6 Article 507 provides: “The Law recognizes two forms of ordinary testaments: the holographic testament and the notary act testament”,
(emphasis added).

7 Article 515, 516 of the Civil Code of 1929.

8 Article 523 of the Civil Code of 1929.

9 Article 536 of the Civil Code of 1929.
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3. Inheritance Institution during Communism (1944-1954, Decree No 1892, dated 05.07.1954 “On Inheritance”
and Civil Code of 1982)

Testamentary heirs could be legal heirs, state organs, as well as social organizations. When there were no legal heirs, it
was allowed for the property to be disposed through testament in favor of other persons, but not to the church.'® Property
could not be diposed in favor of religious institutions in cases when there were no legal heirs, due to the hostile attitude
shown towards such institutions and religion in general. Decree No 1892, dated 05.07.1954 “On Inheritance” defines
testament as a one-sided juridical action conducted by the testator himself through which he deposes his wealth after
death!". The capacity to make a testament arised to everybody who reached the age of 18 years old and as a person
under this age when he/she was married. For 14-18 year old minors, the testament could only be made for the property
they had gained through their work.

It was not allowed to dispose property through testament to persons whose capacity to act was revoked upon a
final court decision, as well as to the persons who while doing the testament were not able to understand the importance
of their action. The Decree on inheritance under article 41 provided that the notary act was a valid form for the testament.
The testament was made through an edited act or certified by the notary and signed by the testator. The testament
should have the form of notary act; otherwise it would be invalid.'2 Expectance from this Decree were the testaments
edited in regions where there were no notary offices or which were made by one person serving the military service or in
an Albanian ship which was sailing or situated in a foreign harbour. In such cases the testament was certified by the chair
or secretary of the country or city people’s council, by the commander of the military unit in which the testator was part,
when hospitalized for treatment by the hospital director, and when aboard a ship by the ship’s captain’. In contrast with
the Civil Code of 1929, this decree did not recognize the testament written by the testator himself, thus the holographic
testament. With the changes made in 1960 regarding the testament form, it was accepted that the testament could also
be written by the testator himself (holographic testament), article 41. The testator could not dispose the entire or part of
his wealth to any person. First of all he is obliged to dispose such property through testament only to those persons
indicated by articles 21, 22 and 23 of the Decree on Inheritance. Only when there is none of the heirs mentioned in such
articles (i.e., children, offsprings of children, spouse, parents, siblings, and persons with disabilities to work under the
charge of the testator) he could dispose his property to any other person, as per article 32 of the Decree.' Property could
pass to a social or state organization. Furthermore, such decree did not allow disposing property in favor of religious
institutions. The Legislative has forbidden to dispose through testament the belonging part of minor children or minor
children of their children, as well as the part of other heirs with disabilities to work in case that according to legal
inheritance they have the right to be called in an inheritance. Counter dispositions are invalid and in case with this
disposition inheritance is changed its form of ownership, i. e., it is allowed to pass in favor of the state'®. A particularity of
the Decree on Inheritance is that it also envisaged inheritance in agricultural economy, where inheritance over the joint
estate of the agricultural family started only when the last member of the agricultural family died, and disposition through
testament of land was forbidden (article 58). The agricultural family was composed by all the persons, without
discrimination of sex, age, related among them due to gender, marriage, adoption or persons who do not have any
gender relation, but who are accepted as members in the agricultural family and who together with their work or with their
means earn the living of such family’®,

The Civil Code of 1981 regulated the inheritance institution with only 25 provisions in contrast with the Civil Code of
1929 which regulated it with 319 provisions, and more concretely in heritage through testament was regulated by articles
110-118. In contrast with the Decree on Inheritance, such Code did not recognize the capacity to dispose through
testament the wealth gained with their work to minor children from 14-18 years old. Referring to article 112 of this Code,
the testator could leave through testament his entire property or a part of it to a heir or more heirs envisaged by articles
104, 105 and 106 (i.e., children, offspring’s of children, able and disable spouse, able and disable parents, grandfather
and grandmother, sisters and brothers, children of brothers and sisters that had died, persons with disabilities to work
under the charge of the testator), state or enterprises, institutions, agricultural cooperatives or social organizations. The

10 Nazmi Bigoku “E drejta e trashégimisé sé Republikés sé Shqipérisé” shtépia botuese “albPaper”, Tirané 2011, fq.37.

11 Article 30 of Decree No 1892, dated 05.07.1954.

12 Andrea Nathanaili, Nonda Papuli “Disa ¢éshtje mbi pronésiné dhe trashégiminé”, Botim i Ministrisé sé Drejtésisé, Tirané 1961, fq.100.
13 Articles 41,42 and 43 of Decree No 1892, dated 05.07.1954.

14 Hilmi Dakli “Trashégimia me testament”, Drejtésia Popullore, Janar 1955, fq.44

15 Kleanthi Kogi “Disa ¢éshtje kryesore lidhur me institutin e trashégimisé né shoqériné toné” Drejtésia Popullore, Korrik-Gusht 1972,
fq.13

16 Article 90 of Decree No 1892, dated 05.07.1954.
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testamentary testator could expel from inheritance one or more of his legal heirs, but he could not touch the part
belonging to minor children or other minor heirs who inhereited via representation, as well as to other disable heirs. Such
code also expelled the possibility of disposing property to religious institutions or to the church. With regards to the
testament, it was made through a notary act or written by the testator himself!”. The testament through notary act was
made with an edited act or certified by the notary and signed by the testator. The testament written by the testator was
written entirely by the testator himself, bears the date when written and signed in the bottom by him. According to this

Code, the testament was invalid in one of the following cases:

a) when is made by a person who did not have capacity to act;

b) when it was not made in the form required by law;

c) when it was made in favor of persons who could not inherit;

d) when it was made by violating the legal reserve for minor children, of other minor descedants without limitation

or disabled persons under the charge of the testator!s.

4. The Testament Institution Pursuant to the Civil Code of 1994

According to the Civil Code in force the testament is a one-sided juridical action conducted by the testator himself through
which he disposes his property after death?®. The testament is a juridical action arising due to death or mortis causa. It is
a highly personal action, which may be conducted by the testator himself and not anyone else.

It is an action which can be revoked at any time and the testator is not obliged to indicate the reasons of such
revocation and with a solemn formal juridical action which should be in the form required by the law, otherwise it is
invalid. The testator disposes inheritable property to the testamentary heir through a testament. In such cases when the
testator disposes only a part of his property, for the property which is not disposed by testament, legal inheritance shall
apply. Inheritable property is composed by movable, immovable property, as well as rights related to such property.
Based on article 332 of the Civil Code, the testator may win all the property of the testator or a part of it, only a certain
item or a part of it, or a certain item or property right. Referring to the unifying decision of the High Court No 1, dated
24.03.2005: (...) In the case of testamentary inheritance, given the fact that the source of call in inheritance is the will of
the testator himself, the extension to inheritance rights is exclusively related to determined relations by the testator, who
formulates his will through an one-sided juridical action, the testament. As a result, the call for inheritance in the case of
testamentary inheritance could be not only over the entire inheritable property or a part of it — with universal title, but also
on one or special items — with special title. Only universal heirs or those who have the universal title have the judicial
capacity to benefit even property elements, which de cuius are not envisaged expressly in the testatement. The special
title heir has a limited right related to the items or the rights determined expressly in the testament, and as a result, the
changes of inheritable property found at the moment of starting the inheritance process, shall not be reflected in their
title??”. As an one-sided judicial action, the testament brings consequences only with the willful declaration of the testator
and the persons called heir in it are not required to give their consent at the onset of this action in order to be called as
heirs?. The testator is not completely free to dispose his wealth in favor of a person, but he is obliged to respect the legal
reserve of minor children and/or other minor descendants without limitation, of disabled persons in case they are called in
inheritance, as well as dispose his property within the three first rows of legal heirs when there are such. According to the
Italian law on legal children, legitimated or adopted, there exists a legal reserve according to which they benefit wealth
equal to the half of inheritable property, in case there is only one child or equal to 2/3 in case there are two children or
more. (Article 537 of the Italian Civil Code). Pursuant to the Common Law system, the spouse cherishes the right of
selection, according to which he has the right either to accept the conditions of the testament or choose against it, thus,
taking the part that would belong to him legally in full ownership?2.

The capacity to make a testament is the capacity of the physical person who willfully and in accordance with the
law may dispose his entire or partial property, after death, in favor of one or some other persons. Such capacity is found
in any person who has reached the age of 18 years old, as well as women under this age when they are married. A minor
child ranging from 14-18 years old may make a testament only for the property he has gained through his work.2 The

17 Article 115 of the Civil Code of 1981.

18 Article 118 of the Civil Code of 1981.

19 Article 372 of the Civil Code.

20 High Court Decision, No 1, dated 24.03.2005, date of approval 24.03.2005, Official Journal No 74,2005.

21 Valentina Kondili “E drejta civile Il Pjesa e posagme, Pronésia, té drejtat reale té pérkohshme dhe trashégimia” Geer 2008, fq.222.
22 Rezana Konomi dhe Merita Prifti “Trashégimia testamentare”, Jeta juridike Numri 4 Viti XII, Tirané Dhjetor 2012, fq.85.

2 Article 373 of the Civil Code.
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married woman under 18 years old does not lose such capacity even when the marriage is declared invalid or dissolved.
However, there is a loophole in this law because it does not include the capacity of persons under 18 years old.
Therefore, full capacity to make a testament should not only have divorced spouses or spouses dissolved by stating their
marriage as invalid, but also those under 18 years old who have remained widowed due to the death of their spouse?*.
Persons whose capacity to act is removed by court decision as well as persons who at the time of making a testament
are not able to understand the importance of their action thereof, may not make a valid testament. In addition, persons
under 14 years old do not have capacity to dispose at all, since they have no capacity to act in general. In contrast with
the Albanian legislation, the ltalian Civil Code (articles 591, 592), as well as the French Civil Code (articles 901 and
further and 1035 and further), both consider as unable to make a testament even persons sentenced with life
imprisonment or for a long period of time. With regards to the capacity to win through testament, this capacity is owned by
such persons who can inherit by law and who are alive at the moment the inheritance process is opened or who are
conceived prior to the death of the testator and were born alive. Unable to win through testament are those persons who
are unable to inherit by law, apart from direct children of a certain person and alive at the time of death of the testator,
even though such children were not conceived yet?.

The following do not have capacity to inherit: any heir who has died prior to the testator, any heir was has become
indecent to inherit and has been expelled from inheritance or has waived. Children who enter by representation in this
case should be alive at the time the testator dies or be conceived prior to his death and born alive. The Civil Code forbids
the custodian to benefit property through testament by disposition of the person under his custody prior to the final
approval of accounts even though the testator had died after the final approval of accounts?. The Civil Code envisaged
two types of testaments, the ordinary testaments and testaments made under special circumstances. The ordinary
testaments are the holographic testament and the notary act testament. The holographic testament, to be valid, should
bear a clear and readable handwriting of the testator, bear the date when it was written, indicating the day, month, and
year.27

Referring to article 602 of the Italian Civil Code, the conflict on the authenticity of the holographic testament date is
allowed only when the capacity to make a testament is being judged or in the case when a priority of giving a date is
confirmed among many testaments or to determine it by taking into consideration the time it was written. According to the
French legislation and jurisprudence in general, the lack of a date may be regulated in accordance with the evidence of
the testament itself or through external proof. However, according to the Albanian legislation, an holographic testament
without a date, even though the date can be inferred by its content, makes it invalid, since it lacks one of the indispensible
elements of form. The holographic testament shall be considered invalid if the testament is written in a typewriter,
computer or other devices. The holographic testament is allowed only to those persons who are literate, who can read
and write, otherwise they cannot make a holographic testament. According to the law “On Notary”, the holographic
testament may be deposited at the notary to be kept in a sealed envelope at the notary office. In this case, the notary is
obliged to keep a written record, which bears the date of acceptance, the full identity of the person, and the description of
the deposited document?8. With regards to the notary act testament it is prepared by the notary after the testator has
expressed to the latter his will and is signed by the testator in the presence of the notary. The notary act testament
presents more security both for the content and for the will expressed by the testator himself. While the notary is
preparing the testament, the notary is obliged to verify the identity of the disposing person, whether such person has
juridical capacity to act, whether he is able to understand the importance of his action or whether he is making this
testament without his free will. Otherwise, the notary should refuse the preparation of such testament. The notary is
obliged to know the testator with regards to all law requirements and limitations and only after this he can start to prepare
the testament?. The notary should respect the expression of the testator's free will and never intervene in the testator's
will. While preparing the testament, the notary, based on article 52 of the law mentioned above, may not refuse to
prepare the testament claiming that the testator is not the owner of the property he is diposing through testament, or that
the testament violates the legal reserve or that the disposition through testament is made beyond the row of legal heirs.
However, the notary is obliged to refuse the preparation of the testament when its content is in contradiction with public
order. In such cases, the notary, within five days notifies the concerned person about the refusal for the preparation of

2 Arben Hakani “Trashégimia testamentare” Legjislacioni dhe praktika gjyqésore, Botimet Dudaj 2010, fg.62.

2 Indirect child means a person who does not come directly from the testator, bur is the nephew or great nephew with whom he is
indirectly related.

2 Article 375 of the Civil Code.

2 Article 393/2 of the Civil Code.

2 Juliana Latifi “E drejta civile, Trashégimia” Geer 2007, fq.85.

2 Article 40 of the law “ Pér Noteriné”.
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such testament, and the testator has the right to address a complaint at the district court in whose territory the notary
office is situated. The notary should be careful in particular when making testaments of old and diseased people. In such
cases the notary should be sure about their mental state, as well as for the expression of their free will. The notary where
such act is deposited starts the notary statement after receiving a request from the persons concerned. The notary should
keep a written record where to write the act of death and make the transfer of testament to the general register of notary
acts.

In case there is no request from the persons concerned to open the testament deposited at the notary office, the
notary is obliged to inform them. The Civil Code envisages special testaments also. Such a testament is the one prepared
by the testator himself in a country belonging to the administrative unit which does not have a notary. In such a case, the
testament is certified by the mayor or head of commune3?. This kind of testament in practice is seldom found due to the
fact that the testator either chooses the notary form, or the holographic testament form, and in the case when in his
commune or municipality there is no notary, the testator goes to the closest commune or municipality that has a notary to
prepare the testament.3! Another kind of testament is the one that the person does when he is under military service or
hospitalized. In the case of the person who disposes his property via testament under military service, this act may be
certified by the commander of the military unit where is part of.32 This kind of testament can be prepared by military men,
both permanent officials and temporary ones who serve their mandatory military service. This kind of testament could be
made in special circumstances that hinder the person to make a testament in the ordinary forms envisaged by the law.
Another case is that of the person who makes a testament when hospitalized for treatment. In this case the testament
made by him could be certified by the hospital director33. A person may make such a testament when found under serious
health conditions, so serious that his life might be at risk and it is impossible for him to go to the notary.

Another type of testament is when the person who disposes his property via testament is in an Albanian ship which
is sailing or has stopped in a foreign port. In this case the testament may be certified by the ship captain®. In this case
the person does not have any possibility because of any disease or any other circumstances to wait for the ship to come
back and make a testament at the notary. A weakness of the Civil Code in force is that in contrast with article 42 as
amended of the Decree “On Inheritance” and the Civil Code of 1929 (article 523 up to 531), which envisaged detailed
rules in relation to the validity term of such testaments and the method of their replacement with ordinary testaments, the
Civil Code in force does not envisage any validity term and does not envisage the method of their replacement with
ordinary testaments. This way, being that there is no term, we can say that such special testaments are valid as any other
testament. Analyzing the content of the Civil Code of 1929, it is important to mention that there are many similarities with
the Italian Civil Code for many institutions, including testament forms. The lItalian legislation classifies testaments as
ordinary (article 601) and special (article 609). With regards to the ordinary form, it is envisaged the holographic and the
notary act testament. The notary act testament may be a public or secret act.

The French Civil Code, in contrast with the Albanian legislation and the Italian one, in article 969 envisages three
usual forms of the testament: the holographic testament, the public act and the secret act. Such legislation also
envisages the international testament if it does not contradict the forms of French law. Article 976-980 of the French Civil
Code envisages the mystic testament which is closed and sealed at the notary, in the presence of two witnesses. After its
deposition at the notary, the latter prepares a signature act for the present persons — testator and witnesses, which bears
the date of such testament. The mystic testament has advantages in contrast with the holographic testament, because it
makes possible its secret maintenance. The various international legislations also recognize joint testaments in which are
included reciprocal testaments when through the same act, two persons dispose in favor of each other, as well as
collective testaments when some testators through the same act dispose in favor of a beneficiary3s. Such testaments are
forbidden by the French legislation (article 963 of the Civil Code) and by the Italian one (Article 589), whereas according
to the Albanian legislation, the testament cannot be made by two or more persons in the same act, neither in favor of a
third party nor with reciprocal dispositions36. Thus, based on such provision, joint and reciprocal testaments are invalid.

30 Article 398 of the Civil Code.

31 Ardian Nuni,Luan Hasneziri E drejta civile Il (Trashégimia), Tirané 2010, fq.122.

32 See the first par. of article 399 of the Civil Code.

33 See the last paragraph of article 399 of the Civil Code.

34 Article 400 of the Civil Code.

35 Agim Tartari “Trashégimia né té drejtén ndérkombétare private shqiptare” Botim 2010, fg.160.
36 Article 372 of the Civil Code.
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5. lIssues Arising from Testament Application and Suggestions Improving Relevant Provisions

Article 373 of the Civil Code envisages the capacity to dispose via testament that belongs to any person who has reached
the age of 18 years old, as well as women under this age when married. The married woman under 18 years old does not
lose such capacity even when the marriage may be declared invalid or dissolved. We suggest an improvement of such
provision by including in it the capacity of widowed persons under 18 years old. Therefore, full capacity to make a
testament should have not only spouses who are divorced or separated through declaration of their marriage as invalid,
but also those less than 18 years old who have remained widows due to the death of their spouse.

Based on practice it results that in all cases, it is the testament preparation time which is verified and not the
moment it is opened. In the case of testament preparation, for the testator it results that there are no heirs from those the
law envisages, namely article 379 and 361/2 of the Civil Code. Later it results that after opening the testament there are
some such heirs. It may happen even the contrary that during the preparation time there are heirs and during the opening
moment there are not anymore. In this case we can say that many persons are obliged to alienate their property while
alive by violating therefore their will and making the testament a formal and inapplicable juridical action.

Articles 398-400 of the Civil Code in force envisage special testaments which may be applied in exceptional or
unforeseen circumstances, in which the concrete person may find himself. A weakness of the Civil Code in force is that it
does not envisage any term for the validity of such testaments and nor the method of their replacement with ordinary
testaments. For this reason, we suggest to include in such provision a certain term related to the validity of such special
testaments.

The Civil Code envisages two forms of testaments: ordinary and special testaments. Due to the development of
relations between different countries and continuous efforts for collaboration and creation of a common legislation it is
preferable to include in the Civil Code in force, more various forms of testaments which are envisaged by the legislations
of other countries, such as the international testament, etc.

6. Conclusions

The Testament is a juridical action which is born due to death or mortis causa, a highly personal action and which is
revocable at any time. During the years 1912-1929 testamentary inheritance was regulated by religion norms to which the
testator belonged. The Civil Code of 1929 defines testament as a revocable act through which the testator disposes
entire or part of his property, referring to the time after his death, in favor of one or some persons. During the communist
dictature testamentary heirs could be legal heirs, state organs and social organizations, but in no case it was allowed to
dispose via testament property to the church or other religious institutions. According to Decree No 1892, dated
05.07.1954 “On Inheritance” the testament is defined as an one-sided juridical action, conducted by the testator himself,
through which he disposed his property after death. Any person who had reached the age of 18 and any person under
this age when married had the capacity to make a testament. A peculiarity of the Decree on Inheritance was that it
envisaged inheritance in the agricultural economy, where inheritance over the common wealth of the agricultural family
was started only when the last member of the agricultural family died and land was forbidden to be left via testament. A
characteristic of the Civil Code of 1981 is the existence of a limited number of provisions which regulated inheritance and
the failure to regulate a series of important institutions which regulated inheritance. The Civil Code of 1981 defines
testament as an onside juridical action conducted by the testator himself through which he disposed his property after
death by determining that the testator in any case would not violate the legal reserve of his heirs. The Civil Code in force
envisages two kinds to testaments, the ordinary and the special one.

Testament cannot be made by two or more persons in the same act, neither in favor of a third party nor through
reciprocal dispositions.
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Abstract

Organizational change implementation at the industrial enterprise is a complex task with multiple choice of decisions and with
the demand to do a lot of preliminary work before starting the changes. On the basis of the empirical research about the
specific characteristics of change implementation process and the existing approaches of assessment of enterprise readiness
to changes the authors developed methodological instruments of integral assessment of organization readiness, possibility and
necessity to implement the changes. The basic parameters of this assessment method were formed by the parameters of
external environment comfort assessment, ability to implement the changes (staff resistance level), development potential
level, level of changes implementation necessity. The object of the research is organizational and economic relationship
appearing during change management process. The goal of the article is to offer the new assessment instrument for decision
making process in change management.

Keywords: organization changes; change necessity; change implementation potential; development potential subsystems.

1. Introduction
1.1 Background

The basic principles of the external environment assessment were set out in the research works where the whole
environment was divided into macro level environment systems and the micro level which can be influenced by the
enterprise. (Porter M., 2004 ; Harrington H.J., 2006) The groups of organization stakeholders are usually formed from the
system of microenvironment and they define the enterprise policy according to their own interests, so the matters of
relationship of the enterprise and its stakeholders are also thoroughly studied. (Sokolova Y., 2013; Abrosimova E.,
Sedelnikov I., 2011)

To implement the organizational changes effectively it is necessary to do some preliminary work. The question of
preliminary assessment of the possibility to implement the changes was recently studied and the suggested models are
analyzing the possibility to implement the changes mostly from the point of view of staff readiness to them before starting
the process of changes itself.(Weiner B.J., 2009; Khalitova 1.,2013; Liden F., 2011;Lindgren M., 2012)

1.2 Status of the problem

The process of change management is rather complex and its fragmentary study, from the point of methods or main
approaches does not allow to take into account system dynamics and synergy factors. This stipulated the objective need
for concept approach to change management strategy in the organization. Authors' approach to the problem is more
complex. As the basic criteria for substantiation of managerial decisions concerning change implementation we suggest:
comfort level of external environment, ability of economic entities to implement the changes (the level of staff resistance),
the potential of development of enterprise, the necessity to implement the changes. Rather important parameter should
be the assessment of the enterprise potential for development which actually reflects the enterprise readiness for
changes. But the greater role in our assessment methods is given to the change necessity assessment because rather
often the reason for starting the changes is the groundless impression of company management about the urgency of
changes.
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2. Research Methodology

Suggested authentic methodical instruments to assess the possibility, necessity and readiness of industrial enterprises to
implement the changes is the result of the authors' research aimed to study specific factors that influence change
implementation process. The assessment of any economic entity should be performed complexly and according to the
system approach. It is sensible to evaluate the external environment and the enterprise itself as two interconnected
systems. And the enterprise is only the part of more complex and multilevel external subsystem. The social system can
be determined by complexity of interconnected social processes and events which are formed with the given target vector
directed at the creation of the united unit.

So the suggested methodical instruments of assessment should be developed on the following principles:

1. Being based on the principle of system analysis of complex and multidimensional economic phenomena;

2. Contain the set of quantitative parameters of assessment in order to decrease the subjectivity;

3. Being defined by the set of unidirectional indicators which allow to have single-valued assessment;

The methods for the research are systems analysis, methods of expert judgments, economic and mathematical
modeling.

3. Findings
3.1 External environment comfort assessment

External environment comfort determines the level of environment aptitude for effective functioning of the industrial
enterprise. The environment can be comfortable when the activity of the enterprise is not restricted by the negative
factors or limits and the uncomfortable environment is characterized by the great influence of the limits on the enterprise
activity.

The research work has shown that the greatest influence on the level of organization readiness to changes was
displayed by the following external systems: economic, political, social, ecological, technological, regional, sectoral and
stakeholders’ system.

In order to implement complex study of the environment influence level it was offered to use expert assessment.
Each factor of external environment was assessed by the index which characterizes the quantity influence level. The best
value of index was assessed by point “five”, the worst — by point “one”. The studied factors indexes should be
differentiated according to the experts opinion to define their importance weight from “zero” to “one”. Final assessment of
each factor is a sum of the point of the factor multiplied to its weight. So we define the factors with the highest and the
lowest indexes. The higher the influence index of the factor, the higher is the comfort level of the environment and the
more effective will be change implementation.

The main factors influencing the enterprise readiness to implement the changes were studied and the most
influential are the following:

e economic system - inflation speed; GDP per citizen; economy structure; quality of living and the living
standards; tax system; investment attractiveness; innovation activity; the level of labour productivity;
integration into global economy and others.

o political system — the level of political stability; legislation loyalty to entrepreneurial activity; existence of special
economy development programs; legislative limits; the level of state support of business structures.

¢ social system - the level of demography; unemployment level; average level of wages; the level of retirement
payments; life duration; education level; the level of medical services.

e regional system — GDP per citizen; the level of industrial production; demographic situation; regional
attractiveness for investments; the level of population labour activity; financial stability of the region; the level
of small-scale business development; the level of consumption.

o sectoral system — the volume and the structure of market demand; scientific and technology progress
development; production intensification; development of progressive forms of social organization of production
process; development of international links; the number of sectoral producers and others.

o stakeholders system — the number of stakeholders; their main characteristics; the level of their influence on the
enterprise; the degree of personal interest of the enterprise in some stakeholders; the branching of
stakeholders net.
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3.2 Assessment of the enterprise ability to implement the changes.

The greatest parameter that influences enterprise ability to implement the changes is staff resistance and the matter of
this problem was thoroughly studied in the research works of of Ansoff (1990) who made a hypothesis about the
possibility of staff resistance management with the help of various methods depending on the resistance degree and the
time limits of change implementation. Also some methods of staff resistance assessment were suggested by Hiatt (2006).
The main shortcomings of these research works are in absence of any practical ways or methods of assessment of staff
resistance.

We define the main factors that influence staff resistance and divide them into three groups: technical, political,
cultural. Technical factors are connected with influence of technical conditions at the enterprise. These conditions are
mainly the ways of human and technical resources combination. The most important among them are: the level of
communication infrastructure development (the factor influences information support of change implementation process);
the isolation level in the enterprise; the level of purpose definiteness (the indefiniteness of future activities, the absence of
its structuring into some stages according to the purposes may finally cause the appearance of the idea of unrealizable
plans and unnecessary changes among the staff); the professional level of the leaders; the level of enterprise
sustainability; the level of development of staff consulting and tutorial system.

Political factors are connected with redistribution of authority in case of structural and cultural changes in the
enterprise. We suggest evaluating of the following ones: the level of authorities readiness to delegate responsibility; the
level of management system flexibility; the level of management participation in making strategy decisions; the level of
management system sensitivity to changes (influences the scale of changes possibilities and the managers readiness to
implement the changes)

Cultural factors of change resistance are connected with values and social norms transformation: the level of
former values influence; the norms control sustainability (as a rule the norms set for organizing enterprise activity may
become a kind of dogmatic principles in organization development and any declination of them may cause the greater
level of resistance); organization culture flexibility.

We have defined indexes for each group of factors, they give the complex assessment of highlighted research trends.

3.3 Assessment of the enterprise potential to implement the changes and changes necessity.

The importance of such assessment is defined by the necessity to set up some correspondence between the tasks which
the planned changes are aimed at and possibility to solve some current or even strategy tasks of the enterprise. If the
development potential of the enterprise does not meet the demands of its strategy tasks implementation, there will be the
possibility that the tasks of change implementation process cannot be solved.

The systematization of the results of scientific researches allows to distinguish the following basic subsystems of
the enterprise potential: financial, production, innovative, marketing, informational, management. We have defined some
indexes inside each subsystem and the indexes show the specific character of each subsystem and the possibility of
sustainable development strategy implementation.

The complex system of indexes reflecting enterprise potential for development is represented in Table 1.

Table 1. The enterprise potential subsystems and their indexes

Subsystems The degree of each index = The importance
of the Indexes correspondence to strategy =~ weigh of each
potential development tasks index

The level of financial sustainability
Return on equity
Finance Investing activity
Profitability
Sales volume
The level of technical development
The level of technological development

sr(s)ti Lr'ﬁtlon Production infrastructure balance

Y The level of production assets modernization
The level of production assets capacity
Management system flexibility

Management ¢ for staff devel "

system The number of programs for staff developmen

The level of managerial processes organization
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The level of balance inside the suppliers network
Interaction with the key customers

Marketing The level of development of marketing informational and analytical
system system
Marketing budget

The volume of the market

The level of development of the united corporate area

The level of standardization and unification of the united computer-
Information aided system.

system The speed of information flows

Information safety

IT-department budget

The level of development of innovation support infrastructure

The number of innovations implemented in technical and technological
areas

R&D costs

Innovative management technology

Innovations
system

There is some difference between the indexes showing enterprise current state and the indexes of its development
potential. Current state is assessed according to the current development data. Potential indexes show resources of the
enterprise to achieve change strategy aims conveyed through the indexes. These indexes are also defined with the help
of experts assessment method. Thus, potential assessment should be done in two stages with absolute indexes at the
first stage and relative indexes at the second one. The authors of this research raised the problem of change necessity
for the first time. We think that assessment of necessity of changes implementation is also one of the most important
criterion. We are giving the following definition of necessity — a gap between the existing development potential level and
its correspondence to the aims of change implementation. The more is the disparity the higher is the necessity to
implement the changes. The assessment of change necessity is offered to be made on the basis of the indexes in Table
1. The value of the index from 'one' to 'five' will mean its correspondence to the aims of change implementation and its
weigh will show its importance in the system of indexes showing the success of changes, so the higher will be the index
the less necessary are the changes in this area.

3.4 The enterprise assessment matrix

The final stage of the complex substantiation of managerial decisions about changes implementation is the design of
enterprise assessment matrix. The axes of the matrix are formed by the parameters of external environment comfort
assessment, ability to implement the changes (staff resistance level), development potential level, level of changes
implementation necessity. The matrix field is divided into nine squares characterizing possible differences in enterprise
position. Rough management recommendations were given for strategy decisions elaboration concerning change
implementation for each position of the enterprise on the matrix. The example of the matrix itself has been already given
in some of our previous publications,so further we are going to give just the description of its fields.

The first zone “Essential Success” is characterized by the low level of staff resistance, the high level of external
environment comfort, the high level of enterprise readiness to implement the changes and the high level of change
necessity. This means that the enterprise has a great chance to implement the changes successfully. The most important
here is to implement the changes quickly because the level of their necessity is high.

The second zone “Worthwhile but with preparations” has the high level of external environment comfort, average
level of resistance and enterprise readiness, the necessity is high. When the enterprise is in this field it means that the
possibility and urgency of changes is rather high but to implement them successfully the management should do some
preliminary work to raise the enterprise potential and decrease the staff resistance.

The third zone “Low readiness” with high resistance level, low potential level, high environment comfort level and
high change necessity means that any attempts to start the changes will fail. It is necessary to raise the readiness and
decrease the staff resistance level.

The fourth zone “Success” has low level of staff resistance, high level of enterprise readiness to changes, average
level of environment comfort, average level of change necessity.

The fifth zone “The Golden Mean” means that the company is practically ready to implement the changes which
necessity degree is rather high. But the management should do great preliminary work with their staff as its resistance is
not so low.
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The sixth zone “Not worthwhile in the nearest future” is characterized by high staff resistance level, low level of
enterprise readiness, comfortable environment and average change necessity. Although there is some necessity in
changes it is not sensible to implement them in the nearest period because they may be accompanied by significant staff
resistance and low readiness level of the enterprise itself.

The seventh zone “Absence of necessity” has the low level of change necessity. Although staff resistance here is
rather low and the enterprise readiness to changes is rather high the changes at this stage are not worthwhile because
they are not necessary.

The eighth zone “Depression period” means that the changes are unnecessary but the high level of resistance in
this zone and average level of company readiness to changes should force company management to make some
decisions about company potential development and staff incentive programs.

The ninth zone “Crisis” is characterized by risky period in the enterprise to start the changes because of absence
of necessity to implement major changes and crisis situation at the enterprise concerning its development potential and
staff attitude.

4. Discussions

The assessment methodology of organization readiness, changes possibility and necessity was elaborated. This system
is the basis of decision-making support while implementing organization changes in the industrial enterprise. Thus,
suggested organizational instruments allow organizations to improve their readiness to changes, increase the degree of
validity of managerial decisions at the stage of initial choice of further change implementation trends

Each group of factors influencing the successful implementation of organizational changes was analyzed from the
point of view of the main procedures of changes implementation. Also the reasonability of practical use of the instruments
of theoretical management schools indicated in the research work was grounded.

5. Conclusion

Nowadays the problem of development of strategic planning instruments is becoming more and more actual. The most
usual decision which is made by management now is to rise efficiency in financial sphere and it has some effect but only
for a short-term period. Long-term planning forces managers to work out more flexible aims and to formulate the tasks
taking into account changeable external and internal conditions of environment. At the same time strong competition at
the market forces the enterprises to optimize their strategy work by organizational changes introduction. The authors
suggest using the elaborated assessment instruments to support the decision-making process in the situations of
changes implementation to raise the validity of managerial decision-making.
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Abstract

Workplace training programs are usually considered to be an important element of the competitive organization’s corporate
strategy. It presents a key avenue to expand the knowledge base of all employees and provides both the company as a whole
and the individual employees with benefits that make the cost and time a valuable investment. Most employees have some
weak spots in their workplace skills providing them continuous workplace training creates an overall employee development.
Further employees who are competent and on top of dynamic industry standards help in overall organizational growth and aids
in company to hold a position as a leader and strong competitor within the industry. This paper is broadly categorized in two
parts. The first part tries to explore the meaning of workplace Training, Its impact on Organizational Competitive advantage. It
also emphasizes how employee development in turn impacts organizational Competitive advantage. This paper suggests
model framework in which its main aim is to show how Workplace Training has impact on organizational competitive advantage
through Employee development.

1. Introduction

In a today’s challenging global scenario, both behavioral and technical skills of employees are the most important assets
for organizations to determine their competitiveness and competence to adapt and be hands-on when faced with an
uncertain environment. An employee who possesses the necessary skills, knowledge and expertise is crucial for any
organization who wants to achieve high levels of business success. In our current challenging and competitive business
environment, workplace Training and development has been more important as an aid to keep employees engaged and
maintain that competitive advantage. Training has the distinctive role in the achievement of an organizational goal by
integrating the interests of organization and the workforce.

Now a day’s training is the most crucial factor in the business world because training increases the efficiency and
the effectiveness of both employees and the organization. The employee performance depends on various factors but the
most significant factor of employee performance is training. Training is important to boost the capabilities of employees.
The employees who have more on the job experience have better performance because there is an increase in the both
skills & competencies. The organizational performance depends on the employee performance because human capital of
organization plays a vital role in the growth and the organizational performance. So to improve the organizational
performance and the employee development, training is given to the employee of the organization. Training is a key tactic
for developing skills in people, since it aids them to both learn and unlearn skills — in other words, to acquire new skills
and change inappropriate skills.

Training may be defined as the organized acquisition of skills, concepts, or attitudes that shall further result in
superior performance of the trainee. Workplace training is important in today's knowledge-based economy. Workplace
training is necessary to help employees widen and use the skills they need to acclimatize to changing workplace needs,
to endorse innovation and to help employers remain competitive in the global marketplace. Finding and keeping
employees with the knowledge and skills to get the job done is critical in today’s workplace. A skilled workforce is often
the asset to a company’s growth and stability, and it could be the influential factor in the success of organization.
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Improving the essential skills of workers has remarkable impact for both the employee and employer, including higher
retention rates, improved performance and Employee productivity.

Employees who participate in workplace training programs increase their level of self-confidence, acquire new
skills, are better prepared to seek promotion opportunities, and believe that they are valued by their organization. A
training program aids in strengthening those skills that each employee needs to perk up. This brings development of
employees to a higher level so they all have similar skills and knowledge. This helps reduce any weak links within the
company who rely heavily on others to complete basic work tasks. Providing the necessary training creates an overall
knowledgeable staff with employees who can take over for one another as needed, work on teams or work independently
without constant help and supervision from others.

An employee who undergoes the necessary training is better able to perform her job. The training may also build
the employee's confidence because they have a stronger understanding of the industry and the responsibilities of their
job. This confidence may push them to perform even better and generate new ideas that help them to excel. A planned
training and development program ensures that employees have a consistent experience and background knowledge.
Employees with access to training and development programs have the advantage over employees in other companies
who are left to seek out training opportunities on their own. The investment in training that a company puts projects the
employees they are valued. Employees who feel valued and challenged through training opportunities may feel more
satisfied towards their job. Therefore workplace training is considered as profitable for both employees and the
organizations in which they work and it Connects employee to opportunities to develop skills and abilities on an ongoing
basis means that organization will be prepared to respond to changing circumstances. However, if training and
development is to make a significant impact on organizational performance, employees must see the benefits to
themselves of undertaking training activities.

2. Review of Literature

In the existing scenarios, employee training and their development have outmost importance for the sake of enhancing
the productivity, which leads towards gaining competitive advantage. However, employee training is considered as the
planned step towards facilitating employees to seek job- related knowledge including behaviors and skills by Dennis and
Griffin (2005).Training is a type of activity which is planned, systematic and it results in enhanced level of skill, knowledge
and competency that are necessary to perform work effectively (Gordon, 1992).

Oatey (1970), states training perks up a person’s skill at a task. Training helps in socially, intellectually and
mentally developing an employee which is very vital in facilitating not only the level of productivity but also the
development of personnel in any organization. The training and development of the employees has direct offerings in the
high achievements of organization which shows better performance. Training increased the organizational performance
which predicted by many researches Niazi, (2011).Adeniyi (1995) states staff training and development is a work activity
that can make a very important contribution to the overall effectiveness and profitability of an organization. Performance
can be defined as the achievement of specified task measured against predetermined or identified standards of accuracy,
completeness, cost and speed. In an employment performance is considered to be the accomplishment of a commitment
in such a way that liberates the performer from all responsibilities framed down. Efficiency and effectiveness are
ingredients of performance apart from competitiveness and productivity and training is a way of increasing individual's
performance (Cooke, 2000). Kenney et al., (1992) stated that employee's performance is measured against the
performance standards set by the organization. Good performance means how well employees performed on the
assigned tasks. In every organization there are some expectations from the employees with respect to their performance.
And when they perform up to the set standards and meet organizational expectations they are believed good performers.

There is a positive relationship between training and employee performance. Training creates benefits for the
employee as well as the organization by positively influencing employee performance through the development of
employee knowledge, skills, ability, competencies and behavior (Benedictaand Appiah, 2010). It is obvious that training
plays a vital role in the development of organization, improving performance as well as increasing productivity, and
ultimately putting companies in the best position to face competition and stay at the top.

Chris (1996) Training and development aim at developing competences such as technical, human, conceptual and
managerial for individual and organization growth. Seyler et al. (1998) states in this continuous changing scenario of
business world, training is an effective measure used by employers to complement employees’ knowledge, skills and
behavior. Akinpeju (1999) the process of training and development is a continuous one. The need to perform one’s job
efficiently and the need to know how to lead others are adequate reasons for training and development and the desire to
meet organizations objectives of higher productivity. Isyaku (2000) states the process of training and development is a
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continuous one. It is an opportunity to acquire more and fresh knowledge and develop the further skills and techniques to
function successfully. Tan et al. (2003) states companies are making enormous investments on training programs to
prepare them for future needs. The researchers and practitioners have constantly emphasized on the importance of
training due to its role and investment.Stavrou et al., (2004) focuses on the main goal of training is to provide, attain and
develop the necessary skills in order to help organizations achieve their goals and create competitive advantage by
adding value. Glance et al. (1997) stressed that workforce trainings helps the employee commit with the organizations
and motivate the employees to perk up their work performance. Stephen & Bowley (2007) focus on the outcome of capital
invested on training processes that further raise the efficiency of the employees and the organization.

According to Pitfield (1982) the objectives of training are to: provide the skills, knowledge and aptitudes necessary
to undertake required job efficiently and develop the employees so that if they have the caliber they may progress,
increase efficiency by reducing errors and risks.

Nadler has shown specific benefits that an organization receives from training and developing its workers,
including: Increased performance, reduced employee turnover, increased efficiency resulting in financial gains,
Decreased need for supervision.

Training is an best way to learn a job and it helps employees to improve their skills to do their duties better than
before, and employee development(Noe, 1999).Training and development programs can advance employee’s skills and
attitudes at all levels to maximize enterprise effectiveness. (Holton et al 1996). The aim behind training employees is
achieving cost effective high performance and good performance brings quality, as according to Deming, (1982), higher
quality of employee services implies lower costs and increase their productivity, which in turn provides the firm with a
greater market share and enhanced competitiveness levels.

There are several methods of training used in the workforce: learning principles and instructional techniques
(Alvarez at el., 2004); goal setting (Holton, 2005) and self-management and decline anticipation strategy or policy
(Thinner et al., 1991). Therefore, organizations should prepare their training programs much in advance Rautalinko &
Lisper (2004) claim that certain programs are designed to prompt specific reasons while others apply to improve
strengths and overcome weaknesses of employees before training. The two types of trainings are Behavioral Training
which is conducted to improve the work place behavior of employees; and the technical training which is conducted to
enhance specific skill or techniques that are used in their day to day functioning.

Successful and effective job trainings largely impact the productivity of employees during their present job. If an
employee feels well-trained, they automatically commit to the organization.

Coho & Bowleg (2007) mentioned some of the most noticeable independent variables affecting training and
development. These factors include: training design, trainers quality, and learner's experience from the training session.
The quality of training is generally influenced by the trainer's experience, knowledge and motivation. Course design of
training specifies whether the training is designed for on-the-job, off-the-job, or whether the course is rather specific or
general in nature. An employee’s level of confidence reflects the efficiency and effectiveness of the training which further
increases the competitive advantage of organization.

Many researchers and practitioners have harassed the significance of the learning organization as a plan to
improve performance, and as the only sustainable competitive benefit for organizations. Responding to an increasingly
unpredictable and turbulent business environment emphasis has also been placed on effective training and specifically
on transfer of training as a strategy for competitive advantage. The confused environment has increased stress on
transfer of training because organizations are forced to restrain performance in competitive environment.

3. Proposed Framework

[ Previous Training [ sehavoural ] Employee Development
Feedback :
o il Employee Knowledge
Skills
Trainer Delivery
Employee Competency
Employee performance
Training Design Employee Productivity

Employee Morale

Technical
Training

Training Environment
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In the literature review, it has been observed that training has an impact on different variables like Employee KSA
development, Employee productivity and Employee Performance. Organizational competitive advantage ultimately
depends upon employee development and training is a tool to improve employee performance and their overall
development in workplace.

The above theoretical framework has been formulated to depict a relationship between workplace training and
organizational competitive advantage, in the presence of moderating variable Employee development.

This research has resulted in developments of training model that depicts the influence of workplace training
elements on employee development and in turn its impact on organizational competitive advantage. This model was
created with the review of Prior studies and theoretical models on training,

Independent variable of the study is Quality Workplace training while the dependent variable is Organizational
Competitive advantage with Employee development as moderating variable.

4. Workplace Training Consisted of Four Dimensions Namely

) Previous Training Feedback
) Trainer Delivery

) Training Design

) Training Environment

Further the workplace training has been subdivided into two types of trainings

a) Behavioral Training: This training program helps in nurturing the corporate behavioral aspects of employee
like Team management skills, Conflict management, and positive outlook towards challenging works.

b) Technical Training: Contrary to above training this aids in developing the specific techniques or skills that are
required for better understanding and execution of day to day works and also specific technology related
tasks.

Further as a planned attempt by an organization to facilitate employee learning, training enhances employee
development by increasing employee KSA's,improving performance and productivity Furthermore, organizational training
activities are recognized as being able to become sources of competitive advantage (Barney, 1995) through their impact
on employee overall development (Ng & Siu, 2004).

1
2
3
4

5. Limitations

This model is not yet tested in industry however author believe that this research has lead to the development of model
that addressed the barriers of previous models. Further research needs to be carried out to test the model.

6. Conclusion

We consider the point of view that training leads to important benefits to employees and organizations .The present
review suggests that these benefits range from employee development to organizational competitive advantage. Certain
factors like training design, delivery, environment and evaluation were used in the current research to represent their
importance in training.

Further in the current competition and market related pressures, organizations need to recognize the benefits of
training quicker and faster. Research on this issue is lacking in the scholarly literature; work is desired regarding the
factors that can speed up the realization of the benefits of training at various levels of analysis. Prior research has
focused on the relationship between linking a training program and employee learning or performance but has paid less
attention to relationships between training and competitive advantage to organization. Training is a key element for
improved performance it can increase the level of individual and organizational competency. Training need is any deficit
in employee performance, or potential performance which can be remedied by appropriate training. There are many ways
of overcoming weaknesses in human performance at work, and training is one of them. Training enhances skills,
competency, and ability and ultimately worker performance .1t is followed that organizational success relied on the skills
and abilities of their employees, and this means that organizational success depends to an extent on considerable and
continuous investment in training. This would ensure an adequate supply of employee that is technically and socially
skilled and capable of being developed into expert for the departments or management positions.

Training and development eventually upgrade not only the performance of employees but also of the organization.
It has been rightly said, employee development is the key to sustain organizational development and its competitive
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advantage. The 21st century will belong to those organizations which are able to learn faster than their competitors.
Training improves the drive, initiative and quality of work of the employees thus assist them to be more committed to
achieving the goals and objectives of the organization and this has the tendency of enhancing effectiveness among
employees within the organization.

References

Adeniyi, O.1. (1995) “Staff training and development” in Ejiogu Reading in Organizational Behaviour in Nigeria, Lagos. pp. 159-167.

Barney, J. B. (1995), “Looking inside for competitive advantage”, The Academy of Management Executive, 9, 4, pp 49-61

Benedicta Appiah April, (2010), “The impact of training on employee performance: A Case Study of HFC Bank (GHANA) Ltd". Pp. 15-17

Cooke F L., (2000), “Human Resource Strategy to improve Organizational Performance: A route for British firms”, Working Paper No 9
EWERC, Manchester School of Management

Dobson, P. C. and Toh, M. (1998), “Creating a learning organization: training and development in British Steels universal beam mill*,
Total Quality Management, 9, 4/5, pp 66-70.

Isyaku, I.A. (2000), Training and retraining of Teachers through Distance Education. National Workshop on Distance Education Held at
Abuja Nigeria. pp 27-29.

Kenney et al, (1992), Management Made Easy, 1st ed. South Carolina: Omron Publishers.Kanungo, R.N., (1982), “Measurement of job
and work involvement”, Journal of Applied Psychology, Vol; 77, Pp. 341-349.

Nadler, L. & Nadler, Z. (1998). Developing Human Resource (3rd ed.). San Francisco: Jossey - Bass Publisher

Ng, Y. C. and Siu, N. Y. M. (2004), “Training and enterprise performance in transition: evidence from China”, International Journal of
Human Resource Management, 15, 4/5, pp 878-94.

Niazi, A.S. (2011), “Training and Development Strategy and Its Role in Organizational Performance,” Journal of Public Administration
and Governance, 1(2), 42-57.

Oguntimehin, A. (2001). Teacher effectiveness: Some practical strategies for successful implementation of universal basic education in
nigeria, African Journal of Educational Management. 9 (1).

Peteraf, M. A. (1993), “The Cornerstones of Competitive Advantage: A Resource-Based View,” Strategic Management Journal, 14(3),
179-192.

Sheeba Hamid (2011), “A Study of Effectiveness of Training and Development Programmes of UPSTDC, India — An analysis”, South
Asian Journal of Tourism and Heritage, Vol.4 (1).

Stavrou, E., Brewster, C., and Charalambous, C. (2004), ‘Human Resource Management as a Competitive Tool in Europe,” working
paper, London: Henley College.20. Tyson, S.

53



O©CONSO A W N =

ISSN 2039-2117 (online) Mediterranean Journal of Social Sciences Vol 6 No 3
ISSN 2039-9340 (print) MCSER Pub]]'ghing’ Rome,][a])/ May 2015

The Implementation of Peace and Security Programme initiative in Nigeria:
The Role of NEPAD

Isaac Terungwa Terwase

Ghazali Shafie Graduate School of Government, College of Law, Government and International Studies,
Universiti Utara Malaysia, 06010 Sintok, Kedah, Malaysia
isaacterwase 1@gmail.com

Asmat-Nizam Abdul-Talib

School of International Studies, College of Law, Government and International Studies,
Universiti Utara Malaysia, 06010 Sintok Kedah, Malaysia

Knocks Tapiwa Zengeni

Knocks Tapiwa Zengeni, School of International Studies, College of Law, Government and International Studies,
Universiti Utara Malaysia, 06010 Sintok Kedah, Malaysia

Doi:10.5901/mjss.2015.v6n3p
Abstract

The New Partnership for Africa’s Development (NEPAD) as an Agency of the African Union was established in 2001 by the
African leaders with the view of eradicating poverty in Africa. The NEPAD programme initiatives encompasses the political,
economic and social-cultural development of the African states through partnership with the private and public sectors, the
international community and countries in and outside Africa. Through thematic areas of NEPAD such as, democracy and
political governance has encompassed the peace and security programme initiative of NEPAD as a priority to be achieved.
This then forms the objective of this paper to be studied considering the insecurity challenges that faced the Nigerian state as a
member of the African Union and co-initiator of the NEPAD programme initiative. Since 2009, the Nigerian state is faced with
the activities of the Boko Haram militant group whose engagement has led to activities such as burning and bombing of
people’s houses, churches, Mosques and public buildings, killing of innocent lives including but not limited to both Christians
and Muslims, attack on security operatives and schools which include bombing of structures. This paper therefore, is to study
the strategic plan of NEPAD in implementing the peace and security objective for the purpose of promoting peace and political
stability in Nigeria. The methodology adopted in this research is the review of previous literature, the use of descriptive,
historical, and interpretative methods of analysis, with the available research materials. The findings thus reveal that, issues
such as zoning of political and elective positions should be addressed in the Nigerian constitution in order to accommodate the
six geopolitical zones so as to promote unity, political stability, peace and security within the Nigerian state.

Keywords: NEPAD, Implementation, Nigeria, Peace and Security

1. Introduction

Africa like other continents of the world was colonized by the Europeans, and the colonization process took place in
stages. In the Asian continent as well, many countries were colonized by the Europeans just as there was the presence
of the British government in some of the countries such as Malaysia, India, and Singapore. Also, they were present in
Australia and the New Zealand, as well as in North American countries like the United States of America and Canada.
This is to establish that these continents also experienced colonization but today, they are far ahead of the African
countries. This became a great concern for the African Union through her leadership to establish an agency charged with
the functions and responsibility of repositioning Africa to the path of sustainable development through eradication of
poverty. The African people who serve as great human resources are endowed with many natural resources in the said
continent, but ironically, they still suffer from poverty.

This posed a major issue among others that brought the establishment of the New Partnership for Africa’s
Development (NEPAD) in 2001, by the leaders of the African Union (AU). NEPAD's establishment sought to reposition
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Africa looking at the issues that surrounds the continent from the political, economic, social and cultural points of view. As
such, this programme stretches through Peace and Security, Education, Democracy, Good Political Governance,
Economic and Corporate Governance, Agriculture, Environment, Energy, Water, Infrastructure, Transport, and
Information and Communication Technology. In view of the fact that poverty is to be eradicated in Africa, there are certain
issues that would be considered as well, which then forms the objectives of NEPAD programme as a policy document
and framework. NEPAD therefore, seeks to integrate with the public sector, the private sector, civil society, the countries
within and outside Africa, international organizations as well as the multinational companies in achieving her set goals
and objectives (NEPAD, 2005).

However, can these objectives be achieved in the absence of Peace and Security? What then is the role of
NEPAD in sustaining Peace and Security in African countries? In what ways can Peace and Security be sustained?
These are the questions this research paper intends to focus on in proffering solutions and giving answers to the said
questions. Many African countries in the past had gone through series of conflicts, insecurity challenges and wars. In the
recent years in 2010 to 2014, we have issues such as the Arab spring in countries such as Tunisia, Egypt and Libya
where the people wanted a change in government and the leadership of their countries. However, the focus of this paper
is on Nigeria.

Terwase, Abdul-Talib and Zengeni (2014) observed in their work, the endowed resources in Nigeria as Africa’s
largest economy where there are natural and agricultural resources as well as human resources. Yet, with all the
resources, the country is still faced with issues such as poverty and unemployment. Many of the Nigerian graduates are
still searching for job opportunities, while in the rural areas the people are living in abject poverty especially in the
villages, yet some of these villages have untapped resources. NEPAD therefore, seeks to partner with the developed
countries, the emerging countries, private and public sectors in engineering production of raw materials into finished
goods/products for the purpose of economic growth and development of the Nigerian state. According to some authors;
poverty, unemployment, illiteracy and bad governance are the reasons that makes the youths to join groups that
influenced them to engage in insurgency and to partake in militancy against the government such as the case of Boko
Haram militant group in Nigeria (Dike, 2014; Olaiaya, 2014; Yusuf, 2013; Aghedo, 2012; Salaam, 2012; Jackson, 2007).

How then can the NEPAD programmes be implemented in the face of insecurity and absence of peace and
security in Nigeria, especially in the Northern part of the country where there are a lot of activities of the insurgents group
known as the Boko Haram, who started their attacks on the Nigerian State since 2009 during the administration of the
Late President Umaru Musa Yar'Adua (Ekereke, 2013). The objective of this paper therefore, is to examine the role of
NEPAD in implementing peace and security strategy in Nigeria. This will help us to understand the ways that NEPAD can
get involved in restoring Peace and Security, as well as in conflict resolution. As a country, Nigeria has gone through
series of insecurity challenges not only during the civil war, but also during the military administration, and the Niger Delta
crisis during the civilian administration otherwise known as the period of democratic dispensation.

2. Literature Review

Gillies (2007) notes that, the Nigerian State known as the West African giant, has contributed in notable dimensions to
the development of peace and security in the sub-region as well as to the African continent. In the past, the country
through her leadership role in West Africa and indeed Africa, was able to deploy military forces to engage in the
sustenance and maintenance of peace keeping operations in countries such as The Gambia, Guinea Bissau, Togo,
Liberia, Cote d’Ivore, Darfur as well as Sao Tome and Principe.

In the work of Johnson (2007), it also discusses the role of Nigeria in contributing to the development of ECOWAS
Monitoring Group (ECOMOG) through various roles in peace keeping especially in the conflict states in both sub-region
and indeed African states. However, the work also associated insecurity challenges in Nigeria to poor leadership on the
part of the government, issues surrounding unemployment of the youths, corruption, poverty, as well as religious
conflicts. Such issues confront the country thereby leading to sources of insecurity in the country. Notwithstanding, the
work is limited to knowledge in the area of NEPAD's role in resolving such conflicting issues that gives rise to insecurity
challenges in Nigeria as a result of the Boko Haram activities which this paper intends to fill the gap.

Mangu (2014) reveals the achievements of the African Peer Review Mechanism (APRM) as well as that of the
African Union in relation to political and legal perspective of NEPAD programme initiative on good political governance,
and democracy in Africa. However, in the work of Bach (2013), it focuses on Africa with a broad view of understanding
her relations with the states outside the African continent while presenting NEPAD to the global economy. Ndlovu-
Gatsheni (2012) concentrates on issues that affect the continent of Africa such as violence while revealing such issues in
relation to pre-colonial, colonial, and post-colonial periods. The paper then establishes issues that affect the African
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countries, while same applies to Nigeria.

Mayaki (2010) then observes important issues that can lead to the development of African countries. He considers
the opportunities that are in the continent which can be shared between the South-South countries through their
experiences where the African continent can be developed rather than developing and establishing violence, crises,
conflicts and war. This can be done through good leadership, good political governance with exchange of knowledge to
push Africa forward. More has been written on Africa in relation to NEPAD'’s implementation of her programme initiative in
areas such as political economy, democracy and political governance, but limited contribution to its programme
implementation in the area of peace and security. This is the focus of this work, to give more understanding on the role of
NEPAD in implementing peace and security, where political stability can be restored in the affected areas in Nigeria,
especially in the Northern part of the country.

3. The Role of NEPAD in Implementing Peace and Security Initiative

The need for peace and security sustainability remains the backbone of human and societal existence, be it developed
countries, developing countries or even underdeveloped countries, a harmonious environment is needed, where there is
peace, security and political stability. For African countries to succeed or move forward an environment free of insecurity
remains the first goal and that is the reason NEPAD has outlined her set goals where the said subject is listed first among
other priorities (NEPAD, 2005).

Therefore, there are procedures that are followed in implementing the peace and security objective of NEPAD. The
various bodies of NEPAD operate at country level where they are responsible for the implementation of the NEPAD
programme initiatives. However, they report to the NEPAD Agency at their Headquarters in South Africa. NEPAD
therefore serves as an Agency of the African Union who's Headquarters is located in Addis Ababa, Ethiopia. Issues
relating to peace and security that could not be resolved at country level are therefore sent through the Head of the
NEPAD Heads of State and Government Orientation Committee (HSGOC), who then sends such issues as
recommendation to the African Union General Assembly for action and consideration (NEPAD HSGOC, 2014).

Indeed, African countries over the years wasted resources during the periods of war, political instability as a result
of conflicts within some of the countries, while to some countries such resources are used for the development of people
and government. AU/NEPAD (2009) reveals that, an estimated US$18bn per year is what the continent spends on
conflicts while her people are dying of poverty. Such resources can therefore be injected into the African economy to give
hope to the poor, therefore fulfilling the very first primary objective of NEPAD as an Agency of the African Union, which is
to eradicate poverty. NEPAD therefore, seeks to address peace and security initiative through the following areas:

A) Conflict prevention;

B) Conflict management;

C) Conflict resolution; and

D) Post-Conflict reconstruction.

In achieving this goal, NEPAD partners with the Federal Ministries, Departments and Agencies at the national level
on how best issues relating to insecurity challenges can be resolved, other stakeholders of NEPAD includes the
integration of the State and Local Governments, the Civil Society Organizations, the Private Sector, and as well as the
international community to engage in strategies that would lead to conflict prevention, conflict management and resolution
(NEPAD, 2001; NEPAD Nigeria, 2010 and NEPAD Nigeria, 2015). It is very important then to understand that without
peace and security, the NEPAD objectives of partnering with other countries within and outside Africa becomes very
difficult, and that is the major focus of this paper which is to proffer solutions to the issues that are presently facing
Nigeria as a State in Africa, considering the insecurity challenges posed by the Boko Haram militants since 2009.

Many people have been killed during this period from 2009 to date (2015), issues such as suicide bombing have
occurred in many states especially in the Northern part of the country such as Borno, Yobe, Adamawa, Kaduna, Kano,
Plateau, Gombe, Bauchi, and Abuja which is the Federal Capital of Nigeria. Many innocent people have been killed
during the attacks both on the people and government officials as well as the military officers. On the 14t of April, 2014,
many lives were killed in the Abuja bomb blast, some of whom were going to work that morning when the attack was
launched on them. The mastermind of the said attack was later arrested in the Republic of Sudan by the International
Police Organization (Interpol). Aminu Sadiq Ogwuche was brought back to Nigeria from Sudan after his arrest (Ajayi and
Suberu, 2014). In a shocking revelation, Mr. Ogwuche confessed to have masterminded the Nyanya, Abuja bomb blast
attack that killed over 70 people while answering questions posed by the Nigerian Security forces in Abuja. Ogwuche
lamented more on their planned activities, of which some of it were in the past including that of Abuja attack. He also
promised that they (Boko Haram militant group), are well prepared and well-funded to fight the Federal Government of
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Nigeria including the infidels.

Following the attack, the African Union condemned the attack on the people and government of Nigeria by the
Boko Haram militants. The condemnation came through the AU Commission Chairperson in Addis Ababa, Ethiopia
(Sotunde, 2014). According to the Premium Times (2014, May 17), the summit which was held in France hosted by the
French President on the 17t of May, 2014, it was revealed that over 12,000 people have been killed by Boko Haram from
their series of attacks on the people as it was made known by the President of Nigeria, Goodluck Jonathan during the
summit in France.

Having seen some of the insecurity challenges as discussed above, it is then a serious issue which should be
taken into account in order to put to an end to the looming conflict as it is spreading through other African countries such
as Chad, Niger and Cameroon, as the group finds places of hideouts and collaborations. According to AU/NEPAD (2009)
for the purpose of engaging in issues related to conflict in Africa countries and for such to be resolved, the highest body
of the African Union known as the Assembly of Heads of State and Government established African Peace and Security
Architecture (APSA) of the African Union on the 9% July, 2002 Ordinary Session in Durban, South Africa. The APSA
collaborates with the Regional Economic Communities such as Economic Community of West African State (ECOWAS),
Southern African Development Community (SADC) in working relations to prevent conflict, engage in conflict resolution,
and conflict management. The APSA therefore engages in peace monitoring, peace building as well as that of post-
conflict reconstruction.

4. Recommendations

The country Nigeria which is the largest economy in Africa is faced with insecurity challenges and is in a state of crisis
especially in the Northern part, where some places are described as war zones. Such areas include Borno, Yobe and
Adamawa states. These issues need to be resolved for the country to move forward. This paper therefore, recommends
the following as suggestion to NEPAD, the government and people of Nigeria in resolving the crisis:

A) The Federal Government in collaboration with the National Assembly should amend the Nigerian constitution
in order to accommodate the six geopolitical zones into the Nigerian constitution to create room for rotation of
power sharing. This stands as the greatest problem the country is facing when it comes to the time and
position of “who to rule” Nigeria, considering the diverse ethnic groups with over 300 languages in Nigeria and
the issues of North and South divides as well as the religious backgrounds between the Christians and
Muslims leadership of the country. The six geopolitical zones are recognized by the government but not
recognized by the Nigerian constitution. What are the six geopolitical zones?

Below is an understanding of the said zones which includes the thirty-six states of the country Nigeria:

North-West zone constitutes of the following States namely Sokoto, Kano, Katsina, Zamfara, Kebbi, Kaduna and

Jigawa.

North-East zone constitutes of Borno, Adamawa, Yobe, Taraba, Gombe and Bauchi States.

North-Central zone constitutes of Benue, Kogi, Nasarawa, Plateau, Niger and Kwara States.

South-West zone constitutes of Lagos, Ogun, Oyo, Osun, Ondo and Ekiti States.

South-East zone constitutes of Enugu, Anambra, Ebonyi, Abia and Imo States.

South-South zone constitutes of Rivers, Cross River, Akwa Ibom, Delta, Bayelsa and Edo States.

When the constitution of Nigeria makes provision for power rotation otherwise known as the Zoning Formula into
the constitution, it will then give the opportunity for all the six geopolitical regions to participate fully in building peace,
national unity, economic growth and development of the nation shall become the desire of all the regions. An example of
this is sharing of power between the North and South rotationally within the zones respectively from term to term. Also,
when a Muslim is the President from any of the zones in the North, then the Vice-President should be a Christian from
any of the zones from the Southern part of the country. The seat of the President should rotate in all the zones before
getting back to the zone that started out of the six zones. This would therefore resolve the problem of North and South
power tussle, where the Christians and the Muslims fight over power as it is currently witnessed since the administration
of President Goodluck Jonathan, which started from 2011 to 2015 as his first term after winning the 2011 presidential
elections. Joseph (2014) notes that, a founding member of the People’s Democratic Party (PDP), Mallam Adamu Ciroma
lamented over the zoning issue as it was truncated by the PDP after the death of President Yar'Adua in 2010. It was no
longer recognized by the PDP and as well as the Nigerian constitution and that became the source of political conflict
therein.

It will also break the idea of using religion as a tool in fighting political issues and interests in the name of fight
between the Muslims and Christians just like what is happening since Jonathan took over as the president. The Boko
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Haram in one of their videos lamented the reasons why they are fighting the Nigerian government is that they are against
the Nigerian constitution and Democracy. It will also resolve the problem of neglecting other sections of the country in
occupying the seat of the President like the South-East zone, where the Igbos have not been allowed to be President
since the end of the Nigeria civil war in 1970. This led to the intention of the Igbos to disintegrate from Nigeria to establish
her own country. Also, the neglect of the North-Central where it seems as if a Northern Christian cannot be the President
of Nigeria in a democratic dispensation, since the major ethnic group in the Northern part of the country amongst other
groups is that of the Hausa-Fulanis from the North-West and North-East zones and majority of them are Muslims in the
North. The truncated zoning arrangement by the PDP in 2010 after the President Yar'Adua’s death has amounted to
Christian/Southern leadership of the country from 1999-2007 and 2010-2015 under study. Thus, zoning is not recognized
by the Nigerian constitution and it connotes the idea of why the Boko Haram insurgents are fighting against the Nigerian
state, the Nigerian constitution and democracy. When this issue is resolved within the Nigerian constitution, it will then
provide an environment for equity, peace, political stability and unity in diversity.

B) The government of Nigeria should fight corruption to a zero level and should provide autonomy to the anti-
corruption agencies, like the Economic and Financial Crime Commission (EFCC) to do their work without any
interference from the Federal Government especially the Presidency. Public money that has been made away
by public officers in office should be brought back into the Federal Government treasury for the purpose of
developing the country.

C) Provision of job opportunities for the youths who have graduated from higher institutions of learning. This will
enable them to be productive as well as to be engaging in doing something meaningful to contribute to the
growth and development of the country. Most of the Boko Haram members are jobless youths who become
tools in the hands of the militants where they serve as members of the militant group.

D) Provision and enhancement of education facilities from primary to higher levels of education in Nigeria.
Sponsorships should be provided to excelling and deprived students to encourage scholarship. More so, the
teachers and lecturers should be paid promptly when due rather than allowing them to embark on incessant
strikes which cripple the educational system.

E) NEPAD should embark on serious sensitization in collaboration with the civil society organizations,
governments at all levels, non-governmental organizations, as well as the private sector in launching Peace
and security awareness campaigns, the need for peace and conflict resolution between the government and
the people. NEPAD should therefore, strategize in resolving the conflict using the above suggestions as
recommendations to the federal government as well as the African Union, as one of the means to ending the
conflict.

F) The people of Nigeria also have a role to play. They must accord high regard to Nigeria before attending to
personal interests. No country can stand when it is divided against her-self. United we stand as a country, but
divided we fall as a people and country. Nigerians as a people must understand that, there is strength and
unity in diversity, therefore, the differences arising from ethnic and cultural backgrounds should be rather
translated into a source of strength, where nation building can be sustained, then peace and political stability
can be restored.

5. Conclusion

Nigeria is an endowed country with diverse natural resources, and the highest population in Africa. The country’s
population therefore serves as a huge market and resource base both locally and internationally. As a backbone of the
West African sub-region, the country has contributed to the development of many countries in Africa especially countries
that passed through crisis at some point. Also in the past, her military power was used in restoring peace and security in
such countries as Liberia, The Gambia, Guinea Bissau, Togo, Cote d'lvore, Darfur and Sao Tome and Principe. Nigeria
serves as the Headquarters of the ECOWAS, a major power and contributor to ECOWAS Monitoring Group (ECOMOG)
during the peace keeping operations in many African countries. This provides a basis for the need for peace and security
to be restored in Nigeria, and for the people to be united. NEPAD, therefore in collaboration with the African Union and
other relevant bodies should engage in conflict resolution processes using the mediation tool between the Boko Haram
and the Nigerian government in order to resolve the issues therein for the purpose of enhancing political stability.

The zoning formula should be applied for the purpose of creating an environment where all the zones will be
recognized in the Nigerian constitution so as to ensure power rotation among the six geopolitical regions of the country
Nigeria. This would help bring the people together where unity shall be restored between the Christians and the Muslims,
the North and the South. The government should provide more jobs for the youths and the educational system should be
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improved and monitored. All these if effectively done, would enhance nation building, economic growth and development
of the people and the country.
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Abstract

December 2012 marked 20 years since the formation of the Federal Treasury and throughout this period the Treasury of
Russia has always been at the forefront of innovation processes. In this article the use of tools aimed to improve the Federal
budget execution in terms of management of liquidity of Unified account of the federal budget (Treasury Single account) are
studied. The existing mechanism of liquidity management proves its effectiveness and, consequently, the ways of its
development and improvement are in existence. The liquidity of the Single Treasury account is the ability of the relevant
Treasury single account in a certain period of time to make timely payments of public administration sector. Ensuring the
liquidity of the Single Treasury account are developing in the following areas: the functioning of the Single Treasury account,
forecasting and cash planning funds from the Federal budget, management of funds of the Federal budget. The implementation
of these directions will set a new standard in the process of formation of system of liquidity management of Single Treasury
account, will allow in time to assess the liquidity of the Treasury and to make informed decisions on its regulation, will simplify
many business processes in the management of public financial resources.

Keywords: Single treasury account, outturn of the budget, liquidity of Single account, Cash Managment, cash planning.

1. Introduction

The public authorities in the process of implementation of various government functions provide the necessary regulation
in the sectors of the national economy and the social sphere through funding and reallocation of funds provided for these
purposes in the budget, the relevant provisions of the Budget message of the President of the Russian Federation to the
Federal Assembly of the Russian Federation on budget policy for the corresponding three-year period, the main
indicators of socio-economic development of the Russian Federation and the main directions of the budget policy. In the
field of public Finance management new instruments of budget planning and financing, should be actively introduced,
which causes the improvement of individual stages of the budget process, including the execution phase of the budget,
which will result in the efficient use of public financial resources. The efficient use of public resources is one of the most
important problems which are solved by authorities of the state at the present time. The effectiveness can be achieved by
the continuous increase of budget expenditures, i.e. to have "economies of scale", and with the same quality of public
services or (in some cases) of its decrease. (Peacock S., 2008). The key point of the anti-crisis plan of the state is the
optimization of budget expenditures at the expense of inefficient spending, the performance of public obligations of all
levels of government and the concentration of resources on priority areas. Because of this investigation in search of tools
for improving the management of public financial resources and liquidity management Single Treasury account in the
framework of the implementation of anti-crisis route support of the Russian economy in 2015-2016 is well-timed.

The purpose of a scientific article is to provide a method of creating sovremnnyh treasury single account that can
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solve such problems as:
1. Promptly evaluate the liquidity of the Treasury and to make informed decisions on its regulation.
2. simplify many business processes in the area of public financial management.
The objectives of this research is to discuss and propose ways of making higher these problems.

2. Literature review

State payments take the main role of the national payment system that have a huge impact on economic growth and
monetary policy.

Table 1. Single Treasury account (STA)

Account | Name

401 01 | Income distributed by the Federal Treasury bodies between the levels of the budgetary system of the Russian Federation
401 05 | Federal funds

401 16 | The funds for the payment of cash to the recipients

402 01 ] The funds of budgets of the territorial entities of the Russian Federation
402 04 | Funds of local budgets

403 02 | Funds temporary used by budgetary organizations

408 16 | Budget of the Common state

405 01 | Funds of enterprises in Federal ownership. Financial institutions

406 01 | Organizations account located in the state (except Federal) ownership.
407 01 ] Accounts of non-governmental organizations. Financial institutions

84 accounts of Territorial bodies of Federal Treasury (TBFT)

[ TBFT 1 ] [ TBFT 2 ] [ TBEFT 3 ] TBEFT 84
EEEEER
The transfer of funds for Repayment
the cash expenditures of (cash-concentration)
the Federal budget
[ Single account of the Federal Treasury (STA) }
Purchase of foreign Transfer of Transfer of

resources from

National wellbeing
Fund

The functioning of the system of budget execution is carried out taking into account a number of fundamental principles,
which traditionally include General principles of the organization and build of a budget system, namely: the principle of
independence of the budget, the principle of budget transparency, the principle of separation of revenues, expenditures
and sources of financing the budget deficit and other principles. The basic principles are reflected in the legislation of the
majority of both Federal and unitary states. (Premchand, A., 1994).

The efficiency of government payments depends on the functioning of the Single Treasury account (STA).

STA is treasury account at the Central Bank of the country, which consolidates the cash position of the state
(Treasury Single Account, 2010).

STA of the budget represents an actual and, as noted, constantly improving structure, ensuring the transparency of
the movement of public finances. The operation of the STA of the Federal Treasury is presented in the following figures
(2,3,4).

curency resources to funds

Accounts in foreign
currency

Figure 1. Single Treasury account (STA)
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40101 Incomes, distributed by the Federal Treasury bodies between the
budgets of budget system of the Russian Federation

In part of the Federal
budget

40302 Funds temporary used by
budgetary institutions

40503 Accounts of organizations
that are in Federal ownership.
Non-commercial organizations

Daily branch offices of Russia
transfer the unused balances

40105 Federal budget resources

Figure 2. Transfer of funds of department of the Federal Treasury to the STA from its open accounts

P
STA

404 Funds of state and

40105 funds of other federal
Federal budget resources

Figure 3. Writing off of amounts from the account of STA to accounts of departments of Federal Treasury

STA < Taxpayers

Settlement and other The account ofthe Federal Treasury, financial
accountsin credit bodies of territorial entities of the Russian
institutions Federation and municipal formationsin credit

institutions for cash payment

Figure 4. Intended functioning of the STA in 2017

The performance of the Single-account budget contributes to the implementation of effective fiscal policy, allows
administrate the free budget Finance of him. Call for funds is a mechanism of reinforcement of a Unified account of the
Federal budget for the implementation of performance of previously scheduled commitments. Under this mechanism the
funds that are in the account of Ne 40302 «Funds temporary used by budgetary institutions», Ne 40501 «Accounts of
organizations that are in federal ownership are used. Financial organizations» with their subsequent return to the
specified account (figure 5).
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Federal Treasury

Single Federal budget (STA)

Consolidated Daily transfer of
application Teversement cashbalance E
- l Payers

‘ Federal Treasury department (extra-budgetary accounts)
E ' The implementation of
cash payments no later
Branch than on the second
etz e working day after
submission. Applications
Applications for cash
expenditure retum on
of cash money II'

for cash expenditure
Figure 5. The scheme to attract temporarily available extra budgetary funds

Applications for cash
expenditure retum on
of cash money

retum on cash money

In case of costs implementations and cash payments providing necessity Federal Treasury transfers all necessary money
from the Federal Treasury Single Account to accounts, there temporary spare money was involved.

This mechanism realization would be impossible without the Budget Single Account, which provides the
accumulation of federal budget money, which allows to get actual information about budget money state and hence to
realize rational planning of its usage. That provides the timely payments on the expenditure obligations of public and legal
institution. In addition, the attraction of free funds from the budget accounts to the single account of the federal budget
enables the State to cover cash gaps formed in the course of the year.

Mobilization of domestic resources of the State is necessary for the timely implementation of financial operations,
rapid response to economically adverse events and constant movement of budget funds for their use insurance.

3. Methods and Medium

One of the main liquidity management mechanisms of Federal Budget Single Account is the usage of cash planning and
financial forecasting procedures during the execution of the federal budget.

[ CASH PLANNING PROCESS ]
Information Cash Possible Cash
REPARATION collection plan versions plan
compilation adoption
Execution Daily Management Cash plan
EXECUTION monitoring updating informing xecution
analysis
Information Changes Cash
ACTUALIZATION collection analysis plan

improvement

Pic 6. Cash planning process scheme

Cash planning - is a unique planning tool of monetary circulation in the country, allowing to implement a system of
efficient operations management of state financial resources that will ensure the transition to the centralized management
of STA liquidity.

Financial forecasting provides the calculation of the possible volumes of all cash receipts and payments from the
budget in a certain time period in the future, as well as the comparison of actual results obtained with the forward-looking
indicators.

The main result of cash planning is a cash plan, serving as cash receipts and cash payments from the budget in
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the current fiscal year prediction. (Emelianenko A.V., 2011).

In performing functions for the cash plan development, refinement and maintenance Federal Treasury designs a
cash plan for the current fiscal year with monthly detail; cash plan for the current calendar month with weekdays detailing;
makes cash plan improvements for the current fiscal year with monthly detail; receives and processes the information
provided for the formation and refinement of the cash plan of the federal budget for the current fiscal year.

The cash plan index system allows to analyze this year state of the STA to ensure the effective implementation of
the budget by budget process participants.

Thus the ratio of federal budget cash receipts and cash payments allows to define the minimum acceptable level of
budgetary funds for STA as well as the amount of federal budget temporarily spare funds at a time (pic. 4).

- Expenses
-Sources
- Bank M - Bank

STA balance at the beginning of a
period

- Incomes Cash Cash
- Expenses receipts payments

deposits Deposits Deposits deposits fund
refunds investments

[ STA balance at the end of a period ]

Pic 7. Federal budget execution cash plan structure

Summing up, it should be noted that the result of the effectiveness of the use of the described mechanism cash planning
are affected by the executive discipline of the budget process participants, namely the timely submission of accurate and
complete information, as well as the introduction of new technological approaches to cash planning.

So, despite the positive examples of evaluation practices in different countries, it should be noted that today the
problem of existing programs effectiveness estimation is not fully resolved and there is no country in the world that would
have been completely satisfied with their efficiency indices. (Bartle, J.R., 2001). Therefore, the issues of reliability and
relevance of the indicators continue to be among the most important.

It is clear that the phased planning performance evaluation indices should include not only quantitative but also
qualitative aspects.

Effective functioning of the cash planning model contributes to the rational and operational financial management
in the public administration sector, which in its turn helps to minimize the Sovereign Wealth Funds involvements for the
federal budget balancing, acquire additional interest earnings from bank deposits spare federal budget funds and use
new technologies for additional reserves involvement.

The System of budget payments reforming by 2017 and the transition to a Single treasury (bank) account would
require targeting of STA cash balances for the effective management of excess liquidity to generate additional income.

Cash planning and forecasting for STA policymaking in the new environment and the necessity of strict execution
of all activities planned by the Treasury Russia strategy map in 2015 are of priority importance. (Artyuhin R.E., 2014).

4. Results and Discussions
4.1 Federal budget cash management

Even today the Treasury of Russia provides the required minimum level of funds in the Single account of the federal
budget (STA) and receives additional federal revenues due to the management operations of spare cash balances of
STA.

STA liquidity management is carried out in various directions (Pic 8).

Budget accounts liquidity Management (L.V. Shubina, 2013) is carried out in a strict accordance with the budget
legislation, which provides that a relative lack of funds authorized federal authorities are to mobilize borrowed funds in the
credit market to cover all the necessary budgetary expenditure.
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p

call for funds and refunds of \
organizations, established by Russian
Federation with personal accounts opened
in territorial forms of Federal Treasury

Placement of funds on bank deposits

Management operations
of Federal budget single

account balances:

other management operations on the
single remaining funds from the federal
‘budget

Budget credits provision for Russian
Federation subjects (local budgets) account
balances replenishment

© y

Pic. 8. Federal budget funds management

In 2014 in the conditions of unstable situation on the financial markets one has been managed to clearly organize the
federal budget placement on bank deposits. Altogether there was 80 credit institutions applications selections, which is of
1.2 times more than the same period of 2013.

Estimated income from the placement of the federal budget on bank deposits will amount to about 35.2 billion
rubles and 2.9 billion rubles will come in 2015 from the federal budget placed in 2014.

As part of anti-crisis measures aimed at providing liquidity to the banking sector in terms of sanctions imposed on
the large state-owned banks, for Russian Ministry of Finance individual solution there has been 170 billion rubles placed
on bank deposits. From these transactions on the federal budget additional 4.8 billion rubles will go in 2014.

The STA federal budget spare balance, including achieved by carrying out operations for unrestricted STA
balances of public administration sector targeting, creates the conditions for the provision of short-term loans of the
federal budget to the budgets of subjects of the Russian Federation and local budgets to cover temporary cash shortages
at a rate below the refinancing rate.

Since the beginning of 2014 | a new mechanism of territorial bodies of the Federal Treasury budget credits
extension for the regional budgets account balances replenish (budget loans) was started. As of September 26, 2014 56
agreements with the authorized organs of the Russian Federation subjects were signed, 173 budget loans totaling 376.6
billion rubles were provided. Sum total the federal budget received 259.6 million rubles by providing budget loans.

Given innovation implementation on the one hand allowed the subjects of the Russian Federation to replenish cash
gaps arising from short-term budgetary credits with a new mechanism of subsidies and subventions providing from the
federal budget. On the other hand, it has contributed to reducing the debt ratio on regional budgets in terms of
substitution of the Russian Federation subjects commercial credits with budget ones.

In 2015 it is planned to test the mechanism of budget loans to municipalities.

This will start the mechanism of the Federal budget single account balance management operations in terms of
purchase (sale) of securities under sale and repurchase agreements with credit institutions.

Sale and repurchase agreement transaction— is a deal, there side A (the seller accordingto I part of
SRA transaction) transfers the ownership of certain securities to side B (the purchaser according to I

pan of SRA transaction) for a certain amount and at the same time commits himself to purchase them
back in the future for certain amount, ncluding interest component (II part of SRA transaction).

I part of SRA transaction

| Side A (lending agency) ’

Sacuritias

Money

>
>

Side B (Federal Treasury) |

IIpartof SEA transaction Securitiss

[ Side B (Federal Treasury) ]

[ Side A (lending agency) ]
Monay

-

Picture 9. Securities operations according to SRA transactions
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The effect of the placement of the federal budget on bank deposits on the basis of the exchange:

- regular and frequent funds placement is provided;

- supply to demand taking into account the data about the state of the financial markets is approximated;

- limpid mechanism of competitive selection of credit institutions applications is proposed;

- acertain minimum size of the offering funds for placement is guaranteed;

- different maturity range of deposits placed in a calendar month is offered;

- modern efficient trading platform (exchange) is used;

- Federal Treasury deposits use as a financial market "beacon".

Liquidity management mechanisms are not enough frequency used at the level of the budgets of subjects of the
Russian Federation and municipalities. In making decisions, aiming at their introducing into a separate public legal
institution, one should take into account the possible economic risks, the weightiest of which are critically low STA
balances.

4.2 Cash Management tools application

We believe that one of the necessary conditions of Treasury Single Account liquidity increase is Cash Management tools
usage.

Cash Management term is widely spread abroad. Traditionally one defines it as a system of banking technologies
for the corporate client financial flows management. In accordance with that, commercial banks are its main users.
However today the system of Cash Management is used by Russian Treasury as an innovative payment instrument.

The main components of the Cash Management system products are: management of bank accounts, liquidity
(management of bank balances), the interest rate; settlement and cash services; information services; electronic banking,
card projects - acquiring (a procedure which provides settiement operations execution with payment cards). (Syarheenko
N.S., 2014). New technology corresponds with treasury functions. Cash Management, in fact, is the basis of the Federal
Treasury.

Cash Management instruments application aims in efficient government bankroll managing with the help of STA.

The main directions of Cash Management development in the Federal Treasury system are following:
accumulation of funds in the single treasury account; improvement of mechanisms of control of the unencumbered
balances of budget funds and processes of electronic services; increase of the speed of payments and cash
management services qualitative characteristics of the budget system of the Russian Federation performance;
minimization of cash circulation; and the development of information systems and technologies (IT systems) designed to
serve as a cash services for public administration management.

This will ensure the maximum concentration of public sector funds on the Single treasury account, reduction of the
amount of government borrowing and interest costs associated with them; increase of revenues within the placement of
temporary spare funds.

To achieve these goals a number of activities requires: competent cash planning (especially in the main managers
of budgetary funds); implementation of active operations in the financial market; revenue process control and all funds
coming into the state treasury accounting ; timely and full budgetary payments ensuring.

Initial results are already achieved. A new mechanism of intergovernmental transfers and budget loans for subjects
of the Russian Federation budgets account balances replenishment (local budget) is created. Spare cash balances
targeting operations are carried out. They are to control the size of the daily balance in the single treasury account by
monitoring the Federal Treasury for cash servicing of budget obligations. Targeting of the unused balance of the reserve
fund and so on is performed in order to extract additional revenue due to operations in the financial market.

Note that the STA call for funds operations are comparable with the following banking product as the system Cash
Pooling.

This system is a centralized cash management within the group. Differently, Cash Pooling — is a system for
management of multiple accounts opened in the bank with their balances going to one account (cash concentration).
However, the introduction of such commercial tools in the area of public finance management requires detailed study,
including:

- mathematical apparatus for liquidity ratios calculation;

- the budgetary accounting transformational changes, associated with the individual balance sheet positions on

market mechanisms isolation;

- planning and forecasting improvements, in particular the introduction of additions to the cash plan on these

items;
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- asystem of risk events and their evaluation development.

In 2017 Russia Treasury should become a "Treasury - Bank", using modern electronic resources at that.

Work on the development of software products is continuing. The websites for the distribution of the information
about the state (municipal) institutions (www.bus/gov.ru), orders for goods, works and services for state and municipal
needs (www.zakupki.gov/ru) are used.

Web portal of electronic payments of population with general government organizations (pay.budget.gov.ru) by
means of plastic cards, e-wallets, mobile phones is improving.

Public informational system for regional and local payments (PIS RLP) is developing.

PIS RLP federal portal is a key information contributor for general government segments on receipt of budget
revenues within the interagency electronic interaction system (IEIS). Federal Treasury creates modern client-directed
payments organization service model.

First of all we are talking about strengthening of the autonomy and responsibility of ministries and departments for
the results of the programs implementation. One can say that the software architecture of the budget involves the
construction of "chain of responsibility» (Barilari, A., Bouvier., M.), when on the federal and regional level the specific
individuals responsible for the results of the implementation of programs / subprograms are defined. An important
condition for efficiency is the existence of direct relationship between the activities and their evaluation indices.

Thus, information and telecommunication systems of the Federal Treasury (and its subsystems) on the scale, the
list of the variables indices, its database valume, architecture complexity, internal links diversity and territorial branching
can be attributed to the significant number of public information systems which users are authorities and government of
all levels, businesses entities, budget process subjects, citizens.

To implement a Cash Management a new information systems is required. Developed IT systems are a
prerequisite for Cash Management Services. A number of such systems are already successfully operating.

For example, centralized middleware product "Automated Federal Treasury System" (AFTS), aimed at the
integration of accounting information within a subject of the Russian Federation, allowed not only to hold a series of
optimization measures in the organizational structure of the Federal Treasury, but also significantly increase the
transparency, information quality, as well as efficiency of its disclosure to external users.

AFTS web portal became principally new software for other budget process participants (subsystem for external
users). It allows Treasury customers to implement information interaction with treasury bodies on-line with the Internet
using.

Federal Treasury generates client-directed payment organization service model.

Efficiency and budget funds turnover are important elements, influencing the effectiveness of the Single Treasury
Account. Federal Treasury bodies are included in the associated partners of Banking Electronic Speed Payment System
(BESPS). BESPS implementation allowed accounts reinforcements in the current working day, minimizing even short-
term diversion of funds from the Treasury Single Account, as well as increasing the efficiency of payments from the
federal budget.

The basis of the Cash Management product line of the Federal Treasury body at the moment is for accounting
services in the context of budget classification codes and budgets cash flow control. However, the development of
individual products in the provision of additional treasury services for clients can be compared with some banking
services.

Given operations are comparable to direct debit bank services (eng. Direct Debit). They allow to debit the customer
account on behalf of the bank customer. Such a method is widely used in many countries (United Kingdom, Ireland,
Israel, Germany, the Netherlands, Japan, Australia), although the payment technologies vary. In the context of the
Russian treasury system this method can also be successfully developed.

4.3 State payment system operating risks management

While operating, certain specific risks appropriating to the state payment system arise. The risk of the state payment
system can be defined as the probability of deviation of operation of the public payment system from the expected
(planned) results for the worse or as the negative situations (trends) occurrence which causes damages (loss) of the
participants of the state payment system.

Credit risk, liquidity risk, legal and operational risks apply to the main types of risks peculiar to the state budget
payment system. When the organization and functioning of the state of the payment system must necessarily take into
account the risks and analyzed the risk factors for the emergence of new risks and the state of the payment system in
order to develop and implement measures to minimize the risks or leveling their negative effects.
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During the state payment system organization and functioning one must necessarily take into account the present
risks and analyze the present risk factors for the new risks occurrence and in order to develop and implement measures
to minimize the risks or leveling their negative effects.

In our opinion, the key aspects of effective risk management are:

- development of a common policy of the subject of the Russian Federation, which defines the principles and

procedures of the risk management system of the state payment system (as part of fiscal policy);

- institution-building (the Risk Management Committee (Department));

- the development of a risk management program of the state payment system;

- Monitoring and analysis of the effectiveness of risk management of the state payment system.

The risk management process consists of three stages:

1. Problem statement: risk identification, the scale of risk determination;

2. Problem solution: risk assessment, risk reduction (minimization);

3. Monitoring and control.

STA must have an effective system of state payment system risk control and management. It will help to make
right management decisions and improve the effectiveness of problem activities of the Treasury.

As of today, a system of performance assessment is built in the Federal Treasury bodies. Great work on
information collection and analysis about the quality of work units and their risk capacitance identification is taken place.

Under the internal risk the impact of external factors on the performance indicators is implied. To manage them
helps functioning improvement and influence on the existence of external risks (i.e. the external factors).

Let's illustrate by an example the experience of the Federal Treasury Administration in the Rostov region
(hereinafter - Administration). In the pattern of risk value determining the Administration systematically carried out
analytical work on the basis of data on the results of the functions / tasks of structural subdivisions.

This takes into account the following violations:

1) identified by structural units during internal control activities;

2) identified by in audits conducted by the Internal Control and Audit Office.

The administration analyzes and takes into account the violations committed by the structural units of both the
current rating period and in prior periods. This approach is used as a motivational tool of federal civil servants in order to
improve the efficiency of their activity. In turn, the structural units effectiveness assessment is based on the relevant civil
servants effectiveness assessment. To order the process the decision to develop appropriate risk management
procedures was made. The main components of which are:

- risk management at the level of structural units;

- internal quality risk management audit conducted by the internal control and audit.

The key structural components of the Order include risk maps development, represents a set of spreadsheets with
certain indicators (the level of violations, the level of risk at the beginning of the year / at the end of the rating period, the
level of risk dynamics, the risk occurrence probability) - table. 1, 2.

Table 1. Risks map in establishing the management functions of the Federal Treasury in the Rostov region Section | “The
dynamics of the level of risk” during the year
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Table 2. Risks map in establishing the management functions of the Federal Treasury in the Rostov region Section ||
«The number of violations identified by the activity of structural divisions of the Federal Treasury in the Rostov region in
the context of the risk and the probability of their occurrence" Risks criterion

The number of Management structural units violations
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1.

including:

executors risks (E)
technological risk (T)
and etc.

The level of risk depends on the probability of its occurrence and possible consequences.

The definition of the level of violations at the beginning of the current year is defined as the averaged quarterly on
the basis of data for the previous rating year violations.

In case of violations absence (data of violations absence), the value of their level at the beginning of the current
rating year shall be assessed conventionally equal to 1.

The definition of the level of risk at the beginning of the current rating year is set relatively according to risk
capacitance activities data for the previous rating year.

In case of activity area absence (activities risk capacitance data absence) risk index at the beginning of the current
rating year shall be calculated conditionally based on the potential risk capacitance.

To indicate the level of risk the following criteria are used:

- 50-100% - a high level of risk (the number of violations detected during the processing of documents handling,
operations performing, procedures towards the activities come to more than 50% of the total number of
processed documents, executed operations, procedures);

- 10-50% - average risk;

- Upto10% - a low level of risk.

Risk criteria are conditional rate.

Analyzing the risk management one uses:

- Comparison method,;

- Graphical method.

Quarterly the Department of Internal Control and Audit provides the received analytical information following the

results of the end of the rating period to the organization leadership

At that, the Management is in constant search for ways to improve the efficiency of functions performance under
the limits of credentials and mechanisms for their implementation.

So, there are three main points related to risks management and their minimization.

In this regard, the work Performance measurement Getting Results (Hatry, H.P., 1999), in which a scientist G.
Hatry indicates the state programs efficiency indicators during the monitoring of their effectiveness is of most urgency.

A particular problem of payment system risk monitoring is that the probability of the risk itself is small, but losses in
the event of such risks can be enormous for the Treasury and for the whole system, including the national economy.
These effects are comparable to the risks related to nuclear stations incidents or natural disasters and catastrophes.

The second payment system feature and characteristics is its high degree of computerization or electronization
and system infrastructural dependence based on Internet communications. Improper and unlawful use of communication
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channels can cause movement of funds for criminal purposes. In turn, the necessity of adequate security for the transfers
in the system endurance gives rise to various problems.

Finally, the third feature connected with the changing operating environment, which is becoming more difficult for
risks detection, assessment and monitoring. Thus, the rapid development of the Internet has opened up wide
opportunities for new payment instruments, often operating outside the traditional banking and treasury systems.

5. Concluding Remarks

Public finances require constant improvement, especially in the area of the budget funds turnover movement
transparency, their turnover acceleration and their usage efficiency.

The examination shows that there are many methods for effective public financial management, ensuring the anti-
crisis program execution of budget expenditures reductions that benefit state run public authorities, taxpayers, banks and
the economy as a whole.

In accordance with the objectives set out in the scientific paper studied the structure of modern methods of creating
a single treasury account to eliminate the problems associated with the timely estimation of the state treasury and liquidity
to make informed decisions on its regulation and the simplified many business processes in the area of public financial
management.
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Abstract

The role of IT in effective business-planning support is defined. The author shows that business-plan should contain unified
information supporting high return on investments. IT should contain information that is listed in the article. The author divides
this information by source: accounting and extra-accounting sources. The author also proves that company management
should make decisions regarding the depth of costs and profits structure on their own. Insufficient detailing hampers valuable
accounting. The author also characterizes the main features of external and internal IT and their tasks. The author proves that
IT in Russian companies does not satisfy requirements of the modern stage of economic development. It is necessary to revise
the scientific heritage of Soviet accounting and analytic school and also rest upon the experience of foreign counties in effective
business-plan development as the author has shown.

Keywords: enterprise, quality, business-planning, standard, algorithm, evaluation.

Integral business-planning today plays a special role in the general system of industrial enterprise management system. It
promotes development of the processes of managerial activity adaptation to business-planning.

But in practice complex character of business-planning operations is not fully understood now especially as
concerned its preliminary stage, while the most important decisions regarding future activity are made on this stage.

This stage requires deep analysis and explanation of this idea. In the process of preliminary stage realization
measures are carried out for adaptation of existing system of corporate management to the requirements of external
environment, for necessary transformation of existing corporate structure, and for development of business-planning
certification system due to processes unifying and standartization.

In the present state of Russian economic practice development it is necessary to make gradual shift from
traditional project description to business-planning standards. The aim of the process is not radical transformation of old
planning system but justifying the necessity of its adjustment in accordance with the requirements of market
transformations of the economy.

Improvement of business-project plan development is directly correlated with the process of corporate
development as a whole. Business-planning is critical for development of economy subject management system that is
adequate to external environment requests and supports its long-term reliable functioning.

One of the tasks is to satisfy requirements of investors because the main aim of business-planning is capital
raising for a certain project realization. The process of unification of information provided in business-plan is especially
important because it allows corporate representatives and potential investors to develop the common language for better
understanding of each other's aims and tasks. This approach is possible only on the ground of adaptation of information
of business-plan to requirements of investor.

Different unions, natural and juridical persons, international and state financial intermediaries and institutions may
act as investors. Considering the requirements of each potential investor it is possible to develop requirements to source
information of business-project with investment character [1, p. 42-54]. These requirements are directly connected with
investment standards that define effectiveness of investments in the scope of business-projects.

Still business-project plans that have bee developed at present are not unified as required and holders of
investment resources have too much information. So it is necessary to develop objective approaches to IT to make it fully
satisfy the requests of maturing business-planning system due to integration of methodological tools that are used now
for this purpose.

Itis necessary to understand that the main aim of IT is provisioning corporate management (with limited number of
workers) with information for carrying out enterprise productivity control procedures and justifying decisions basing of the
results of this analysis. Information about fixed and direct expenses, average costs that determine cost price of products,
production and sales profitability belong to this type of information.
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Information sources used for corporate productivity analysis may be divided into two groups: accounting and extra-
accounting.

IT development is important for corporate functioning internal reliability. Management of economy subject decides
on its own how to make costs and costs centers classification and match them with a certain centers of competence and
how to account for standard and partial costs. A certain types of analysis that are regularly realized by corporate
management characterize the level of chart of accounts details that is necessary for a certain income item and cost.

If organization needs separating elements of fixed and direct expenses accounting database should be extended.
(Semi-alternating costs may also be separated into fixed and direct.) Such extension may be required when enterprise
management needs regular short-term alternative costs analysis or internal income statement with separated fixed and
direct expenses. Later on card of accounts may be extended if organization needs to match costs to center of
competence where they arise (or what they were related to) by their accountability in its accounting system.

There is no some sort of standard accounting structure detailing because corporate management should make
decision regarding the depth of details of costs and income indicators on its own. But it is worth noticing that usually
corporate accounting data is not adequately detailed that hamper valuable accounting [2]. A number of cases are known
that enterprises have never revised their cards of accounts after automation. Still in economic practice there are also
known the cases of unpractical investments in computer programs modernization for deeper data detailing. Anyway
detailing of data that supports its regular use may be considered practical [3, 4, 5, 6]. There is no need to use expensive
applications for extra-detailed presentation of information.

Detailed accounting information is important for alternative analysis of full costs. Trends of costs variations and
distributions are more important for management accounting because it provides correlation between developing
management control system and its aims [7, 8].

Analysis of big volumes of data both internal and external is necessary for enterprise functioning that in turn
requires quality IT.

External IT is focused of the following tasks:

4. legislative legal information of the Federal level of economy management (governmental regulations and
decrees, State laws). Main focus of this information is development of favorable conditions for external
investors in the base of sustainable development and regulative base protecting investor's interests);

5. regional and municipal legislative legal information for settlement of the most important problems in regions.

They may be related to creation and preserving jobs, dwelling provisioning to the people living in dilapidated or
abnormal houses, environment protection. Settlement of these problems is necessary for creation of favorable
investment conditions in regions or municipalities by lightening enterprise tax burden under the condition of
fulfillment of socially valuable for region investment programs, facilities modernization by these enterprises;
intersectoral IT for different activities support for example in power saving;

7. information related to tax legislation, tax levy, duty and payments. Communication of tax information is critically
important for correct understanding of the future return on today investments. It is necessary to keep correct
correlation of federal, regional and local taxes taking into consideration possible benefits and the ways of tax
optimization;

8. methodological information that defines rules and standards of investment business-projects plans
development that describe methodological tools used in business-practice for calculating investment
efficiency, development of final tables, etc. [9. 10].

Guidelines on evaluation of investment projects efficiency and selection of investment projects for funding is still
the main legislative document for investment market. These guidelines highlight the most important aspects of analysis of
investment project related to the following:

e modeling product, cash, resource and information channels;

o market state analysis and its impact on activity of enterprise that is realizing a certain business-project, its

impact on ecological situation, etc.

¢ investment efficiency evaluation on the base of comparison of costs and returns with accepted yield and
profitability standard;
reduction of costs and returns considering different periods to commensurable cost-effectiveness indicators;
impact of inflation factors, delays in wage payments and other aspects that impact the value of bankroll;
uncertainty factors and risks related to investment project realization;

International Financial Reporting Standards as important element that shows future results of business-project
plan realization.

s
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Internal IT contains information about the company: organizational structure, technological development level,
availability of qualified personnel, market share, financial provision state, realized strategy.

Availability of internal and external IT presumes development of business-project investment plan as the main task.
Besides, now there is positive experience of using foreign methods of business-planning in national enterprises.

Nevertheless development of unified approach to accounting in Russian and foreign enterprises does not mean
their identity. Key distinguishing features are related to higher extent of market approaches development in economic
activities in foreign countries. Market activity predetermines using of a certain methodological tools most closely related to
market economical methods and requests of external environment of enterprise. This approach promote constant
development of internal management of a company, stimulates top-managers to use the most advanced management
methods [10, 11].

So the greatest obstacle for using scientific and methodological base that is used by foreign enterprises is the lack
of IT corresponding to the requests of the present stage of economical development [12, 13].

Therefore one of the most important tasks is transformation of the national experience in business theory and
practice in accordance with tasks of the ongoing market transformation.

The other task of development of modern and quality business-planning system in Russian industrial enterprises is
application of the new methods of gaining information about product quality, cost of production, financial results of
unconventional sources that support well grounded decisions.

It is also necessary to analyze individual elements of the system as a single unit from the point of view of
effectiveness of goal achievement.

Deep analysis and revision of rich scientific legacy of Soviet accounting and analytic and economic and statistics
school and application of advanced tools used for effective business-plans development in advanced countries is
important requirement for high quality of business-project planning.

Special attention should be paid for extending calculating methods used in Russian industrial enterprises by
methodological tools that are widely used in advanced countries and its legislative consolidation and correlation with
existing tax code. Main task here is reasonable matching of national experience of accounting operation conduct by main
element and application of different methods of flexible development of accounting practice typical for market
transformations.

Important factor of effective management of Russian industrial enterprises is flexible and optimal combination of
national results and foreign experience of business-practice.

The main condition that will characterize the trends of business-planning improvement in Russia is legislative
consolidation of the further development and deepening of market oriented transformations. It is also necessary to take
into consideration expediency of constant effect of management system on it quality. It supposes complex analysis of
information flows related to each structural unit of an enterprise and validity of their transfer in communication process.
Besides this process cause the necessity of development of effective communicative networks and links that optimize
information transfer in an enterprise.

Any material resources flow is directly related to information flow that in turn generates organizational and
economic and methodological support for the process of investment business-projects development.

Therefore information for any management system provides information about the state of managed system
necessary to obtain a certain aims. These aims are set by the management of an enterprise to provide information for the
process of making grounded management decisions.

To conclude, IT in connection with methodological support for this process and improvement of organizational
structure of industrial enterprise is extremely important for high quality business-planning.
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Abstract

This paper analyzed the emerging trend of privatization in Nigeria, comparing the emergent realities between two sub- sectors-
education and industry. Between 1985 and 1998, the wave of de-nationalization of public companies, utilities and boards did
not flutter the university sector. However, from 1999 to date, university education had been opened up for private participation
in educational delivery with private operators founding, funding, and operating universities in such a way that had not been
witnessed before. Thus the monopoly of government as the sole provider of educational services at the tertiary level has been
checked. The study which deployed a descriptive analysis relying heavily on secondary sources of data, examined the new
patterns of privatizing in the educational sub — sector that is not in keeping with the government's privatization model. The
study argues that this radical departure from tradition was due to the failure of the government to govern for good reasons, and
that privatization is bound to precipitate new and complex social problems to the university system in particular and the entire
society in general.

Keywords: Deregulation, Privatization, Private Universities, De-industrialization, Cultural Lag.

1. Introduction

The Concise Oxford Dictionary of politics (2002) defined privatization simply as “the transfer of public assets to the private
sector, by sale or contracting out”. Privatization could means any of the following: Firstly, change of ownership from public
to private hands were private may encompass small shareholders whether as individuals or groups, firms operating as
single proprietors or companies, associations, partnerships, etc.(Orluwene 2011).

Secondly, transfer of management from public to private initiative while ownership still remains public (Adoga
2008).

Thirdly, privatization may not occur at the enterprises level but at the level of the economy in its entirety. In this
case, the government may create the enabling environment for private sector to drive the economy. This will of necessity
involve a complete system of new laws, regulation, tax regimes, foreign exchange management, human resources
development, equity, political cum economic stability and so on. Lastly, privatization may mean opening up or breaking a
public monopoly by allowing competition with private operators (Alabi 2009). Cordelli (2013), on his part defined
privatization as “the way in which a government discharges critical public responsibilities through or in tandem with
private associations”. The first order of privatization is called divestiture, a situation which involves change of ownership
from public to private. The Nigerian state could not contemplate this type of privatization for public universities. In the
second order of privatization, the state concessions a public industry for a fee or price but retains ownership. The
Nigerian state applied this principle to the case of the moribund Ajaokuta Steel Complex (Momo 2011).

The problem of privatization in Nigeria as elsewhere is the leeway it offers public officials, to corruptly enrich
themselves. Stiglitz (2007) identifies four basic mechanisms for diversion of public assets and resources into private use
in the name of privatization:

First, reduce competition; secondly (particularly relevant in economies in transition when capital markets were not
well developed), channel funds to favorities; third, provide favorities with inside information about the value of what is
being sold; and fourth, enforce terms asymmetrically.

Nwachukwu (2009) notes a worst kind of corrupt privatization of public industry by government officials in Nigeria.
This typology of corruption involves outright swindle in which public officials introduced “fake” investors to “fund”,
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“reactivate”, and “operate” a state — owned steel company for 10 years. He laments that these fake industrialists
(SOLGAS American Energy Company (was merely a marketing outfit for small — scale capacity electric generators; and
Global Infrastructure Nigeria Limited, Indian Company) had neither fund nor the technical know-how for running of the
steel complex. As a result, the public steel sub-sector of the economy had been basterdized and abandoned.

2. Pro-Privatization Arguments

The National Council of Privatization (in Nigeria) argues very copiously “that privatization permits government to
concentrate resources on their core functions and responsibilities, while enforcing the rule of the game” so that the
market can work efficiently, with provisions of adequate security and basic infrastructure, as well as ensuring access to
key services like education, health and environmental protection (see Privatization Handbook, 2000:x)

3. Anti - Privatization Argument

These debunk the above statement as it relate to Nigeria in view of the observable fact that privatization means
weakening the power of public sector trade unions, loss of jobs, decaying infrastructure; corrupt officials who sell hitherto
publicly owned industries are also the buyers. This widens the gap between the poor and the rich. Lastly, privatization in
many of the developing countries automatically means de-industrialization (Nwachukwu 2009).

The concepts of de-industrialization, and cultural gap afford us the theoretic content of this analysis. Bluestone
(1988:35) defined de-industrialization as “a systematic decline in the industrial base or the process whereby the
proportion of jobs in the manufacturing sector of the economy decreases cover time”. When de-industrialization is going
on, as in Nigeria since 1999, factories, stores and government industries shut down with loss of hundreds of thousands of
jobs. De-industrialization itself is attributed to the globalization imperatives. Its implication for the working class is far
reaching. Giddens and Duneier (2000:323) insist that it makes for downward mobility, a common experience for blue-
collar workers with serious implication for their economic and psychological welfare as well as for the wellbeing of their
dependants. A lag in culture occurs when one of two sides of culture which are related changed before or in greater
degree than the other part does; thereby causing little adjustment between the two aspects that existed previously (Bloom
and Selznick, 1977:547). So this study holds a strong view that Nigeria economy is facing a serious maladjustment
because of cultural lag i.e. a situation where the educational sector continues to increase by leaps and bounds as a result
of the invention of private universities, while leaving the industrial sector behind. The latter is ailing, declining and winding
down. The meaning is that today’s university graduates in Nigeria have lost hope of working at all. Only few that could be
self employed are exempt from this bleak future.

4. A Heuristic Analysis of Privatization of Industry in Nigeria

The 1973 indigenization decree which sought to place the commanding heights of Nigeria's economy in the hands of
Nigerians led to the take-over of internationally controlled corporations by the state. Consequently, over 1000 state
owned corporations were established. These companies which included banks, education, agriculture, steel companies,
housing, power, and manufacturing, among others, operated as monopolies and were easily funded by the bourgeoning
sovereign wealth from oil (Adoga, 2008). Barely 10 years after, the scenario had changed as international oil prices
crashed, coupled with the fact that profits from these corporations stopped coming as a single slip corruption plummeted
it.

In the face of these daunting problems, the question was whether Nigeria would revert to the status-quos by
allowing a private sector driven market in order to ensure an efficient and quality service delivery with its concomitant
improvement in infrastructure and the development of human capital while releasing the government from budgetary
overstretch and expenditure (Adoga, 2008). Kingdom (1995) suggests three steps or modalities involved in policy change
which we find to be germane to Nigeria’s case when considering the change of gear from operating huge government
owned monopolies that could not break — even to a political economy that is driven by market forces. These modalities
are “problems”, “policies”, and “political processes”. While the problem process deals with the issue (this time
privatization) which has been able to climb up to national agenda and attracted political visibility, policy process ensures
that potential solutions are provided for the problems. “Political processes” on the other hand incorporates, and operates
on the same continuum with the first two factors. According to Colley and Head (2013):

It includes both stable and unpredictable elements, such as the changing national mood, diverse organized political
forces, and changes in the political color of successive administrations.
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However, Fink (2011) argues that deregulation and the concomitant privatization which swept across the globe in
the 1970s and 1980s came as a result of unassessed contagious mood. Privatization became, for many developed
nations an attractive pill for the cure of most of the economic problems of the period. But for the developing countries, it
was prescribed by the multilateral institutions as a panacea to the problems of underdevelopment and poverty.

5. Institutional Framework for Privatization

By 1988, the Federal Military Government was already wearing the wood by embracing the neo-liberal approach that
questioned the growing role of government, by privatizing some key industries. The first step taken by the government
was to set up a Technical Committee on Privatization of Public Companies (TCPC). Its terms of reference were to sale off
government equities in the Nigerian capital market, privatize commercial and merchant banks, steel companies, cement
companies etc. Adoga (2012) averred:

The consequences were drastic as they were successful. The immediate impact was the expansion of the Nigerian
economy buoyed by private sector involvement. Public services improved in the designated corporations as well as their
financial bases by the injection of private sector capital.

To consolidate on this achievement the government went a step further and created the Bureau for Public
Enterprises (BPE) in 1999. The National Council on Privatization (NCP) was also established to oversee the functions of
(BPE). These regulatory bodies had to take over from the TCPC having come into existence by the promulgation of
Public Enterprises (Privatization and Commercialization) Decree 1999 (Orluwene 2011).

6. Policy Process

The policy process on privatization in 1999 was set rolling by a policy statement made by President Olusegun Obasanjo
on the occasion of the inauguration of the National Council on Privatization in July 1999, thus:

Up till recently, there had been many years of exhaustive deliberations by stakeholders on how to put the Nigerian
economy on the path of sustainable growth and development. Right now, a consensus has emerged on the imperative of
privatization and commercialization of state-owned enterprises.

Consequently, the BPE was assigned the statutory functions and activities leading to the privatization and
commercialization of state industries. Some of these function which are listed in the privatization Handbook (2005:5-13)
include among others:

a. Implement the Council’'s policy on privatization

b. Prepare public enterprises approved by the Council for privatization

c. Advise the Council on further public enterprises that may be privatized

d. Advise the Council on the capital restructuring needs of the public enterprises to be privatized.

To fast track the work of the “Bureau”, all state-owned enterprises were identified and arranged into sectoral
groups indicating the name of the enterprises, structure of the shareholding, privatization policy outline, time schedules
etc as shown on table 1.5 below

Table 1.5: Some of the enterprises scheduled for full or partial privatization as envisaged by the public enterprises
(Privatization and Commercialization) Act No.28 of 1999.

Aviation
No. PARASTATALS ENABLING DECREE PRIVATISATION/COMMERCIALIZATION
1. Federal Airport Authority of Nigeria Decree 9 of 1996 Privatisation
2. Nigeria Airways Limited Limited Liability Privatisation
Communication
No. | PARASTATALS ENABLING DECREE | PRIVATISATION/COMMERCIALIZATION
3. Nigerian Telecommunications Limited Limited Liability Privatisation
4. Nigerian Mobile Telecommunications Ltd | Limited Liability Privatisation
5. Nigerian Postal Service Decree 41 of 1992 Commercialisation
Defence
No. PARASTATALS ENABLING DECREE PRIVATISATION/COMMERCIALIZATION
6. Tafawa Balewa Square Investments Ltd Limited Liability Commercialisation
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Finance

No. | PARASTATALS ENABLING DECREE | PRIVATISATION/COMMERCIALIZATION
7. Nicon Insurance Ltd. LFN Cap 263 Privatisation

8. | Nigeria Reinsurance Company Ltd. LFN Cap 325 Privatisation

9. | Nigerian Bank for commerce & Industry LFN Cap 296 Commercialisation

10. | Assurance Bank Ltd. (former Arab Bank) Limited Liability Privatisation

11. | FSB Int. Bank Plc (NNPC/NMA/ etc shares) Limited Liability Privatisation

12. | Afribank Nigeria Ltd (BIAO Shares) Limited Liability Privatisation

Information and Culture

No. | PARASTATALS ENABLING DECREE PRIVATISATION/COMMERCIALIZATION
13. | Daily Times of Nigeria Plc NICON Acquisition Privatisation

14. | Federal Radio Corporation of Nigeria Decree 8 of 1978 Privatisation

15. | New Nigerian Newspapers Limited Privatisation

16. | News Agency of Nigeria Decree 19 of 1976 Commercialisation

17. | Nigerian Television Authority Decree 24 of 1977 Commercialisation

Industries

No. | PARASTATALS ENABLING DECREE | PRIVATISATION/COMMERCIALIZATION
18. | National Fertilize3r Company of Nigeria Limited Liability Privatisation

19. | Federal Super-sphosphate Fertilizer Co. Ltd Limited Liability Privatisation

20. | Nigeria Machine Tools Co., Ltd Limited Liability Privatisation

21. | Nigeria National Paper Limited Liability Privatisation

22. | Nigerian Newsprint Manufacturing Co. Limited Liability Privatisation

23. | Nigeria Sugar Company Ltd, Bacita Limited Liability Privatisation

24. | Sunti Sugar Company Ltd Limited Liability Privatisation

25. | Lafiaji Sugar Company Ltd Limited Liability Privatisation

26. | Ashaka Cement Plc. Limited Liability Privatisation

27. | Benue Cement Plc Limited Liability Privatisation

28. | Cement Company of Northern Nigeria plc Limited Liability Privatisation

29. | Nigerian Cement Company Ltd., Nkalagu Limited Liability Privatisation

30. | Calabar Cement Company Limited Liability Privatisation

31. | Anambra Motor Manufacturing Co. Ltd Limited Liability Privatisation

32. | Leyland Nigeria Ltd Limited Liability Privatisation

33. | Nigerian Truck Manufacturing Co. Ltd Limited Liability Privatisation

34. | Peugeot Automobile of Nigeria Ltd Limited Liability Privatisation

35. | Volkswagen of Nigeria Ltd Limited Liability Privatisation

36. | Steyr Nigeria Ltd Limited Liability Privatisation

37. | Nigeria Romania Wood Industries Ltd. Limited Liability Privatisation

38. | West African Portland Cement Plc Limited Liability Privatisation

Petroleum Resources

NO. | PARASTATALS ENABLING DECREE | PRIVATISATION/COMMERCIALISATION
39. | Nigerian National Petroleum Corporation Decree 33 of 1977 Commercialisation

40. | Port Harcourt Refinery & Petrochemicals Ltd Limited Liability Privatisation

41. | Warri Refinery and Petrochemical Ltd. Limited Liability Privatisation

42. | Kaduna Refinery & Petrochemicals Ltd. Limited Liability Privatisation

43. | Eleme Petrochemicals Limited Liability Privatisation

44. | Nigeria Petroleum Development Co. Ltd. Limited Liability Privatisation

45. | Nigerian Gas Company Ltd. Limited Liability Privatisation

46. | Pipeline Products Marketing Company Ltd. Limited Liability Privatisation

47. | African Petroleum Plc Limited Liability Privatisation

48. | UnipetrolPlc Limited Liability Privatisation

49. | National Oil & Chemical Marketing Plc Limited Liability Privatisation

50 | Dresser Nigeria Ltd Limited Liability Privatisation

51. | Solus School Nigeria Ltd Limited Liability Privatisation

52. | A.C.M Nigeria Ltd Limited Liability Privatisation
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53. | Baker Nigeria Ltd Limited Liability Privatisation
54. | SedcoForex Nigeria Ltd Limited Liability Privatisation
55. | Flopetrol Nigeria Ltd Limited Liability Privatisation
56. | Schlumberger Wise Line Co. Limited Liability Privatisation
57. | Dowell Schlumberger Nig Ltd Limited Liability Privatisation
58. | Key Drill Nigeri Ltd Limited Liability Privatisation
59. | Baroid Nigeria Ltd Limited Liability Privatisation
60. | D.C.P Ltd Limited Liability Privatisation
Power and Steel
NO. | PARASTATALS ENABLING DECREE PRIVATISATION/COMMERCIALISATION
61. | Steel Rolling Mill, Oshogbo Decree 60 of 1979 Privatisation
62. | Steel Rolling Mill, Jos Decree 60 of 1979 Privatisation
63. | Steel Rolling Mill, Katsina Decree 60 of 1979 Privatisation
64. | Delta Steel Company Ltd Limited Liability Privatisation
65. | Ajaokuta Steel Company Ltd Limited Liability Privatisation
66. | Aluminum Smelter Company Ltd. Limited Liability Privatisation
67. | National Iron Ore Mining Company Limited Decree 60 of 1979 Privatisation
68. | National Electric Power Authority LFN Cap 256 Privatisation
Solid Minerals
NO. | PARASTATALS ENABLING DEGREE PRIVATISATION/COMMERCIALISATION
69. | Nigerian Mining Corporation Decree 39 of 1972 Privatisation
70. | Nigerian Coal Corporation LFN Cap 299 Privatisation
71. | Nigerian Uranium Mining Co., Ltd Limited Liability Privatisation
Transport
NO. PARASTATALS ENABLING DECREE PRIVATISATION/COMMERCIALISATION
72. Nigerian Ports Authority LFN Cap 361 Commercialisation
73. Nigerian Railway Corporation LFN Cap 323 Commercialisation
74. Nigerdoc Ltd Limited Liability Privatisation
75. NAHCO Limited Liability Privatisation

Source: Federal government of Nigeria Privatization Handbook (2000)
7. Reasons for Deregulation of University Education in Nigeria

A cursory look at the table above shows that no university was listed for full privatization, partial privatization, full
commercialization or partial commercialization. Between 1988 and 1999 when government came up with the idea of
deregulating the economy, there were 26 federal universities, and 12 state-owned universities making a total of 38 ivory
towers that had been excluded from the traditional pathway to privatization in Nigeria. The central and important
questions are (1) why were the existing universities not get fully or partially privatized given the appalling conditions under
which they operate? For example the federal government committee on Needs Assessment of Nigerian Public
Universities (CNANPU, 2012) found that “physical facilities for teaching and learning in Nigerian universities are
inadequate, dilapidated, overstretched/over-crowded, improvised. (2) Why was privatization of university education
patterned differently?

To the above questions, we opine strongly that government failed to govern in this matter due to the possible
consequences and reactions from the stakeholders in higher education — Academic Staff Union of Universities (ASUU),
Students, Parents and critical citizens — which would have been prompt and convulsive, had the university been treated
like ordinary industry. Needless to emphasize that higher education at tertiary level plays the vital role of cultural
transmission, social integration, selection and allocation, personal development, as well as gate-keeping (Broom and
Selznick 2004). Oyobode (2007) also described the role of education as the “acquisition, conservation and transmission
of knowledge and its application to the affairs of men. So, as the entire intellectual and professional life of Nigeria
depends on sound university education that provides high quality human capital, it was sensible to treat government
companies, boards, and parastatals and the university system as polar opposites. Therefore, when we talk of privatization

79



193
194
195
196
197
198
199
200
201
202
203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238
239
240
241
242
243
244
245
246

ISSN 2039-2117 (online) Mediterranean Journal of Social Sciences Vol 6 No 3
ISSN 2039-9340 (print) MCSER Pub]]'ghing’ Rome,][a])/ May 2015

of university education in Nigeria, it did not come as the transfer of existing public universities to private sector, by sale or
by contracting (although the feeding of students in virtually all the public universities in Nigeria has been contracted out);
Nor did it come in the form of change of ownership from public to private hands or transfer of management from public to
private initiative while ownership remains public. Rather, privatization of university education in Nigeria occurred at the
level of the economy in its entirety. In this case, the government created the enabling legal environment by opening up or
breaking a public monopoly of educational delivery by allowing competition with private operators. As of today Nigeria has
over 50 private universities founded, funded, and operated by faith — based organizations, individuals, and partnerships.

Radical policy bandits in Nigeria insist that university education was privatized for the following reasons, among
others. Firstly, the changing ideology of government over educational delivery which has been informed by the actions of
multilateral agencies which redefined education as private rather than public good led to the privatization of universities.

Secondly private operators were brought into educational sector in order to relegate the public university system
that has been ‘troubling’ the government by way of insisting on improved university education budget.

Thirdly the coming into existence of private universities is intended to solve the ‘problem’ of Academic Staff Union
of Universities (ASUU) that has the penchant to twist the hand of government (through strikes, shut-downs, and energy —
sapping haggling) for improvement in the overall conditions of the public universities.

Fourthly, private university ownership in Nigeria is a big business with profit motive. According to Kalama et al
(2011), “the privatization of education that took place between 1980 and 1990 through the granting of private licenses to
individuals was done indiscriminately without proper supervision and monitoring... the beneficiaries of the privatization
exercise are either serving or retired senior public office holders”.

Lastly, Erinosho (2007) dubbed the floodgate of private universities that now outstrip both the federal and state
universities put together in less than 15 years, “the grand conspiracy against public universities”.

The argument is that 74 public universities in Nigeria with a total enrollment of only 1,259,913 undergraduate and
postgraduate students, respectively, could have been empowered in terms of physical infrastructure, learning resources,
and financial resources, to expand rather than establishing private universities answering to market logic.

8. Challenges of Private Universities in Nigeria

Public universities in Nigeria had their heyday when they enjoyed international stature and had global recognition a few
decades back (Balogun, 2012). But the private universities never had a respite before they plunged into the same or
worse kinds of problems faced by the public ones. The other challenges facing the private universities as identified by
Olanrewaju (2012) include inadequate finance, a mismatch between growth and facilities, brain drain as well as
management problem. Commenting on administration problem, Olanrewaju (2012) avers that:

All over the world universities are expected to be traditional-based institutions where democratic culture and
practice are established and maintained not only through orderly leadership succession at various levels but through the
upholding of the democratic virtues and pursuit of truth. Today, in some of our private universities, not only have we
witnessed half-backed academia being promoted beyond their competency level through the orchestrated affirmative
action (in favour of gender, religion, accident of birth place, etc), such officers have also been saddled with responsibility
for which they were ill - equipped or inexperienced.

Okigbo (1992) buttresses the above idea when he stated that:

When a semi-illiterate but successful trader is appointed to the council of a university to oversee the work of outstanding
scholars, it is an open denigration of the intellectual. A donkey may win prices every year for twenty years for being the
best load carrier, you do not on that account, promote it to a horse.

Adeogun, Subair and Osifila (2009) indicate another dimension of challenges of private universities in terms of
“excessive” and “exorbitant” school fees charged by these profit seeking private institutions. Some of them charge
between N700,000 and N3million per session in tuition and boarding depending on the course offering. Although they
acknowledge the fact that a modern and qualitative educational delivery must of necessity involve modern, update, and
costly resources (human and material), this alone should not make access to these institutions an exclusive preserve for
the children of the rich since this is bound to exacerbate the existing inequality and elitism in both university system and
the society in its entirety. As they observed, the inequalities that would be created as a direct result of deregulation of
educational sub-sector is against the letter and the spirit of the National Policy on Education (Federal Republic of Nigeria
2007), which insist on “the provision of equal access to educational opportunities for all citizens of the country at the
primary, secondary, and tertiary levels”. Another problem area for the private Universities, the government, and its
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agencies as well as the entire society, is the rate at which illegal private Universities germinate, and the inability of the
licensed ones to distinguish between “charter” or government approval to establish and run a University and accreditation
of programmes. Kalama, Etebu, Martha and John (2011) assert that accretion of private Universities (both legal and
illegal) makes it difficult if not impossible for the Government regulatory agencies to maintain control and ensure
compliance. Citing of the case of Lead City University, which according to National Universities Commission (NUC), had
no accreditation for law, Nursing and post-graduate programmes but which went ahead and commenced these
programmes in 2010, the authors averred that such unfortunate development was in a bad taste, to say the least, for the
nascent educational sub-sector. Private Universities suffers from chronic paucity of academic staff; they are also
excluded from access to grants, among other problems.

9. Conclusion and Recommendation

It is a well known fact that tertiary education is responsible for the production of leaders in all facets of national life:
government, business, invention and innovation. But doing the same thing and expecting a different result, is unfortunate.
The problems of public educational sector started with the advent of military misadventure in politics and governance in
Nigeria beginning from 1967. From their actions, the successive Governments from that time showed that education was
no longer the priority. Privatization which was bequeathed to Nigeria by the globalization imperative cannot solve our
educational Problems. If it could, Privatization of the Universities would have followed the path trodden by industries,
shops, land, banks, National insurance companies etc. Under 15 years of operation, the vulnerabilities of the private
Universities are emerging to the extent that it feared that many of them might not survive these challenges to fulfill their
vision and mission. Even the best among them cannot perform the feat of the old ones. This study therefore
prognosticates that in no distant future, vast majority of these private Universities will suffer atrophy or merge or at best
be taken over by the government.

The National Delegate Conference (NDC) of Academic staff Union of Universities (ASUU) which is the most
competent when it comes to assessing the state of Education in Nigeria today, rose from its 17! bi-annual National
Conference with a communiqué part of which reads that “Education SYSTEM as it exists and functions in Nigeria, cannot
be the basis of the survival and progress of Nigeria and her peoples in the 21st century”. The committee set up by the
Federal Government in November 2012 to assess the needs of Nigerian public Universities, corroborate the NDC’s when
in one of its findings is stated that “no cutting edge research equipment/facilities” abound in our universities.

The meaning of the above is that the University system in Nigeria is operating in a squalid condition, and as such,
it cannot fulfill the vision and aspirations of the people of Nigeria. Privatization is no solution to the complex problems
facing higher education in Nigeria. Private Universities had only succeeded in marginally increasing the number of
intakes. This paper therefore recommends that:

» The Federal Government should stop building more Universities. The last 10 Federal Universities that were

established in 2012 are finding it difficult to take-off.

» The myriad applications for licensing more Private universities should be dumped in the waste paper basket.

» The University system in Nigeria should shut down officially for six months. This will enable the stake holders-
ASUU, Government, Parents, Students, and Civil Society Organizations- to convoke education conference.
The conference would utilize the first three months for considering the issues that have become contingent on
nursery, primary, secondary, and adult education in Nigeria. Education at this level has run riot witness the
level of mass failure at primary and secondary school levels over the years that have a spill-over effect on the
tertiary level. The last three months should be utilized in considering the educational cul-de-sac at the tertiary
level.

» This conference will determine the trajectory of future education that is not dependent, but one that can
transform Nigeria to an economically viable, technologically strong, and politically stable country where peace,
equity, justice, and employment are available to the vast majority of Nigerians who seek these values.

» Privatized solution to the problem of education may not work out in Nigeria which has a different National
history and experience from that of U.S.A. where private Universities are calling the shot. Head or tail,
“modern capitalism is, by and large, based on a simple calculus: Each individual is concerned with how much
he can get for himself” (Stiglitz 2007:28). This explains why one entrepreneur in Nigeria has built three private
Universities located in different parts of the country. Could this be philanthropy?
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Abstract

In conditions of increasing competition there is need for application of new production systems, new approaches to pricing, new
approaches to calculation of costs for a product in the developed markets. Besides modernization of production, modernization
of an enterprise management system is necessary. The traditional methods of management accounting do not cope with
requirements for formation of information in modern enterprises and their management. The article presents two methods of
management accounting — Lean accounting (LA) and Throughput accounting (TA) — and offers an integrated approach for its
use in commercial enterprises. We study and introduce a model of integrated approach of LA+TA and note positive sides of this
approach. The integrated approach will allow to generate information about costs and results of a modern enterprise more
effectively than during application of separate methods.

Keywords: lean accounting, throughput accounting, management accounting, costs, commercial enterprises, integrated approach
LA+TA, lean throughput accounting

1. Introduction

Two methods of management accounting considered in this article - lean accounting and throughput accounting — are
modern methods of management accounting that are not studied in full. The majority of researchers compare
management theories — a theory of constraints and lean production — and 6 sigma theory in addition to them (Nave D,
2002). For all management theories information must be formed, namely management accounting must be kept. Lean
accounting and throughput accounting were repeatedly compared in scientific articles. For example, a complete literature
review on this topic is made by such authors asUtiyama, M.H.R.,Filho, M.G. (Utiyama, M.H.R., Filho, M.G, 2013).

An overall conclusion from the literary review is thatit is impossible to say that one of the methods surpasses
another, management of an enterprise shall decide on its own which of the management accounting methods suits the
company more. Opinions on integration of these management accounting methods have been already expressed in
literature (Najarian G, 2004.). Therefore study of an integrated approach to management accounting under the principles
of lean production and a theory of constraints or LA+TA integrated approach is relevant.

2. Model and Data

The objective of the study is finding the points of intersection of two modern management accounting methods (Lean
accounting and Throughput accounting) to create an integrated method of management accounting. The concept of lean
production is introduced in many industrial enterprises throughout the world. The management system of Lean production
is characterized in papers by scientists (Sokolov A.U., 2007) as well as in the management accounting standard of the
USA, "Lean enterprise goals include: improving quality and customer satisfaction, creating more value for the customers,
eliminating waste, reducing lead time, and reducing costs.” The method of management accounting in lean enterprises is
often called Value Stream Costing (VSC) because the flow of value creation is the main subject of management
accounting and control (Sokolov A.U., 2007)]. In our opinion, the name of Lean accounting does not reflect complete
essence of the method and is designation of the approach in accounting, but since it is generally accepted in international
publications, we will adhere to this definition. Basic principles of the lean accounting method are as follows:

the principle of determination and removal of loss at different stages of production;

the principle of determination of a product value for a buyer;

the principle of determination of a flow of value creation;

the principle of continuous perfection of an accounting system.

the principle of integrity (integration).

a0
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The concept of the theory of constraints (TOC) began to be introduced a little earlier. The theory of constraints is
successfully being applied abroad in such big companies as Avery Dennison, Bethlehem Steel, General Motors, National
Semiconductor, United Airlines, Boeing, ITT, Procter & Gamble, IKEA, Wall-Mart, Zara. At present works are undertaken
on introduction of the theory of constraints in the Russian enterprises. Besides TOC is introduced not only in production,
but also in logistics, wholesale trade, and retail, human resources management.

The theory of constraints is defined as follows(Noreen E., Smith D., Mackey J.T., 1995) : «the fundamental thesis
of TOC is that constraints establish the limits of performance for any system. Most organizations contain only a few core
constraints. TOC advocates suggest that managers should focus on effectively managing the capacity and capability of
these constraints if they are to improve the performance of their organization».

The throughput accounting (TA) method of management accounting is based on the principles of the theory of
constraints, the main attention of which is given to management of constraints of the production-economic activity of the
enterprise. ltsupplements this management system, providing all the necessary information to managers for management
and control over the constraints of an enterprise. Basic principles of the TA method of accounting are as follows:
value of the product (work, service) is created at the moment of product (works, services) sale;
the principle of resources redeployment in places of restrictions for the purpose of Throughputmaximization;
the principle of urgency (management statements);
the principle of comparability of approaches to calculation of costs;
the principle of integrity (integration);
the principle of continuous perfection of accounting and analysis systems.

Both approaches in management accounting have similar features and differences. There is need for deeper study
of these methods. According to studies of the scientists (Corbett T., 1998., Goldratt E., Cox Jeff., 1992)use of each
separate method has certain advantages over traditional standard-costing, variable-costing, direct-costing, ABC and
other methods of management accounting. We will try to model an integrated methodology of LA+TA (integrated
approach) which will include the most efficient elements of both methods for achievement of an optimal result during
maintaining accounting