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Welcome to the inaugural issue of The Annals of Spiru Haret University.
Economic Series for the year 2024. As we embark on this new journey, we find
ourselves amidst a dynamic global landscape marked by economic and financial
intricacies.

The first quarter of 2024 has presented both challenges and opportunities on the
economic horizon. From the ever-evolving geopolitical dynamics to the impacts of
technological advancements, the global economy continues to navigate through a
multitude of factors that shape its trajectory. With nations striving for sustainable
growth and resilience, the economic discourse remains vibrant and multifaceted.

In this issue, we are delighted to present a collection of scholarly works that
delve into various dimensions of economic theory, policy, and practice. Our
esteemed contributors have explored a wide array of topics, ranging from
macroeconomic trends to sector-specific analyses, offering insights into the
complexities of contemporary economic landscapes.

As the world grapples with the aftermath of global disruptions, such as the
COVID-19 pandemic, and charts a course towards recovery, academia plays a
pivotal role in fostering dialogue, generating knowledge, and driving innovation.

The Annals of Spiru Haret University. Economic Series is committed to serving
as a platform for rigorous academic inquiry and intellectual exchange, contributing
to the advancement of economic thought and policy.

In the current context, the authors found forums for discussions and debates and
have written articles for the current issue trying, as far as possible, to look at some
solutions for the problems facing the new world state of the economy. Whether or
not they succeeded in responding to the challenges, we leave it to you to determine.

We extend our heartfelt gratitude to all the authors, reviewers, and editorial
team members whose dedication and expertise have made this publication possible.
Their tireless efforts have enriched the scholarly discourse and expanded the
frontiers of economic research.
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As we navigate the complexities of the global economy, let us embrace the spirit
of collaboration, innovation, and inquiry that defines academia. Together, let us
embark on a journey of discovery, exploration, and enlightenment, as we strive to
understand, analyze, and shape the economic landscape of tomorrow.

We hope that you find this issue of The Annals of Spiru Haret University.
Economic Series both informative and inspiring, and we look forward to your
continued engagement and support in our scholarly endeavors.

We hope that ASHUES journal issue caught your attention and made you read
it. Also, we strongly believe that all the articles are interesting and deserve to be
appropriated by those who are interested in understanding the specific issues of the
global economy.

If you’ve liked our articles, please visit our website at http://anale-
economie.spiruharet.ro/. If you want to write an article in our journal, we invite
you to expose your ideas in new studies published by us.

Finally, hoping that you found interesting Issue no. 1/2024, I strongly invite you
to address your comments and suggestions at ashues@spiruharet.ro and, of course,
to submit your own paper via online submission system, using the following link:
http://anale.spiruharet.ro/index.php/economics/login.

Research is the breath of the future. Let’s shape the world together!

Associate Professor Elena GURGU, Ph.D. in Economics
ASHUES Deputy Chief Editor
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Abstract

In an era marked by increasing concern for the environment and a drive to
improve corporate performance, the interplay between sustainability and
organizational performance has emerged as a major focal point for
businesses. Businesses, as integral components of a global economy, face the
dual challenge of addressing complex sustainability imperatives while striving
to improve organizational culture, the collective values, norms and beliefs that
shape the behavior and decisions of individuals within the enterprise. The
extent to which businesses adopt and cultivate a culture that prioritizes
sustainability initiatives while promoting efficiency and innovation can
profoundly affect their prospects in today's dynamic business environment. The
purpose of this paper is to establish the relationship between corporate
sustainability and organizational culture, exploring how the conscious
integration of sustainability values and principles into an enterprise's culture
can provide significant opportunities not only to mitigate adverse
environmental impacts, but also to improve performance of the organization.
The main research methods involved within the paper are content analysis,
method of analysis and synthesis and systematic review methodology adhering

19


https://doi.org/10.26458/2411

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

to PRISMA guidelines. The expected results of the development identified key
aspects of the relationship between organizational culture and corporate
sustainability.

Key words: organizational culture; corporate sustainability; values of the
organization; social responsibility; employee engagement; sustainable practices.

JEL Classification: M14, Q56

Introduction

It is becoming increasingly clear that organizational culture drives
organizational performance rather than being merely a byproduct of management
techniques, so it is critical to examine the mechanisms that can be used to harness
cultural elements and steer businesses toward sustainable and productive practices.
The management of innovations in the enterprise, according to Yuleva-
Chuchulaina, is an important function for the realization of the organization and an
integral part of the management of changes and sustainability (Yuleva-
Chuchulayna, 2023). According to Linnenluecke & Griffiths (2010) organizations
have recognized the need for a corporate sustainable strategy and have responded
by creating new procedures, business policies, and products to address evolving
problems like pollution, community development, resource scarcity, greenhouse
effect, carbon emissions, and stakeholder engagement management. A number of
authors are considering that organizations can only address social and
environmental issues by implementing an organized, planned process of
organizational transformation and culture change. (Assoratgoon & Kantabutra,
2023);(Post & Altman, 2017); (Al-Hakimi et al, 2022). The general idea that
emerges from the literature on corporate sustainability culture is that firms must
adopt a targeted strategy to create a culture that supports corporate sustainability
activities. (Crane, 2017).

The research question in this paper is "What is the relationship between
organizational culture and corporate sustainability?”” This issue has a generous
addressability and a topicality that derives from the following:

1. Expands knowledge in the field of corporate sustainability: Exploring the
relationship between organizational culture and sustainable strategies contributes to
a better understanding of how organizations can strengthen their sustainable
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development. This is essential within nowadays business environment as corporate
sustainability becomes increasingly important to business and society as a whole.

2. Supports sustainability efforts: Finding out how organizational culture
influences sustainable strategies and corporate sustainability can help organizations
take more effective measures and focus their efforts on sustainability.

3. Creates opportunities for improvements: Understanding this relationship can
help organizations identify areas where they need to make improvements in
organizational culture or sustainability strategies. This can stimulate practical
action and innovation aimed at corporate sustainability. According to Yuleva-
Chuchulaina, today, the capacity to innovate is one of the key characteristics of
entrepreneurial behavior, which are significantly related to the competitiveness of
enterprises and their future sustainability (Yuleva-Chuchulayna, 2019).

4. Emphasizes the role of culture: Research on this topic highlights the
importance of organizational culture as a key factor in corporate sustainability.
This can encourage organizations to pay more attention to the cultural aspects and
integrate corporate sustainability into their set of values and behavior. In the
following, we will elaborate on organizational culture, corporate sustainability, as
well as the relationship between the two concepts.

1. Organizational culture

The term "organizational culture" was initially used in management literature by
Pettigrew (Pettigrew, 1979) in the journal "Administrative Science Quarterly”.
Organizational culture is frequently called "corporate culture" to denote the term's
more "commercialized" connotation (Lee at all, 2023). The idea that an effective
and supportive organizational culture enhances organizational performance is a
clear motivation for researchers to examine organizational culture. Galpin (Galpin,
Whitttington & Bell, 2015) demonstrated a positive correlation between
operational success and organizational culture.

It is acknowledged that organizational beliefs, values, and philosophies are
essential components of understanding organizational culture and that they serve as
a dependent variable in the evaluation and measurement of organizational culture
(Sugita & Takahashi, 2015).

The fundamental beliefs and behaviors of senior management, which are used to
either restrict or support innovation within the company through implementing best
practices like total quality management (TQM), benchmarking, etc. in effect, are a
significant component of cultural study.
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The superiority of organizational culture as a major factor in improving
company performance was presented by Denison (Denison, 1984). In the early
1980s, studies on strategic management and human resources frequently
highlighted the importance of organizational culture in order to boost
organizational effectiveness. Fundamental developments in the field of
organizational culture (Gimenez, Jimenez & Martinez, 2023); (Baird, Jia Hu &
Reeve, 2011); (Garmendia, 2004) underline the importance of organizational
culture to the overall health and sustainability of a company. The goal of corporate
sustainability is to decrease the negative effects of business while developing plans
for the creation of major positive effects in significant and applicable areas of the
environment and society. The company must take into account the external
environment in which it works and establish strategies to address the major
problems that arise from its pursuit of the essential resources and capabilities
(Dyllick & Muff, 2016). This, in turn, will directly affect the effectiveness of the
process of making strategic marketing decisions, ensuring company development,
sustainability and competitiveness (Yaneva, 2021).

Organizational culture is the most important pillar to the creation of overall
organizational excellence and the development of long-term competitive advantage
(Gimenez, Jimenez & Martinez, 2023). Moreover, organizational culture is
identified as a particularly significant factor for increasing competitiveness
(Kyurova V. & Koyundzhiyska-Davidkova B., 2018). According to Quinn and
Dalton (Quinn & Dalton, 2009), they contend that there is a connection between
corporate sustainability and organizational culture and that further research into the
ways in which these two elements interact is essential to placing sustainable
initiatives into practice. Strong leadership and organizational culture are essential
components of a successful corporate sustainability-oriented culture that enhances
team performance.

2. Corporate sustainability

Companies, media, governments, and even academic institutions use the term
"sustainability" extensively, arbitrarily, and in a variety of ways. The terms
"resilient" and 'resilience" are employed in many situations and can have
contradictory meanings at times (Aras, 2010); (Dimitrov, 2010); (Hart & Dowell,
2011); (Haugh & Talwar, 2010); (Williams & Millington, 2004)). Williams and
Millington (Williams & Millington, 2004, p. 9) describe sustainable development
as "a notoriously difficult, slippery and elusive concept to define". Some authors
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emphasize that in order to survive in a dynamic and highly competitive
environment, business enterprises must take various measures to achieve
sustainability (Kyurova & Kiryakova —Dineva, 2019).

As with the concept of sustainable development, there are multiple
understandings of the term corporate sustainability (Atkinson, 2000). Many
definitions and interpretations of the word "corporate sustainability" may be found
in the academic literature. Some of these definitions have developed from larger,
global sustainable development, while others have their foundations in corporate
social responsibility. The three elements of corporate sustainability are typically
understood to be: safeguarding environmental resources, promoting social benefits,
and maintaining the organization's economic or financial sustainability. These three
areas of sustainable development were reiterated at the 2002 World Summit on
Sustainable Development in Johannesburg is known as the "Three Pillars" of
sustainability since the tagline "people, planet, prosperity" was used to emphasize
the balance of the three components (White & Lee, 2009). The economy, the
environment, and society/people are all three components that are included in most
definitions of sustainability and sustainable development. Throughout the previous
century, social fairness, balanced natural resource management, and economic
development have all been the most important goals. Some scholars (Dyllick &
Hockerts, 2002) consider that in order to fulfill the needs of both internal and
external stakeholders—such as shareholders, employees, suppliers, traders, social
communities, and customers—without compromising the organization's capacity to
meet future stakeholder requirements is to practice corporate sustainability.
Economic sustainability is not sufficient to make an organization as a whole
sustainable (Goldwin, Kennelly, & Krause, 1995). In the near term, a restricted
focus on economic sustainability might be successful, but achieving all three of the
sustainability goals—economic, environmental, and social—at the same time will
be necessary for long-term success. This elaborates on the idea of the "triple
bottom line," which integrates and impacts the three facets of sustainability (Purvis,
Mao, & Robinson, 2019). Early definitions of sustainability like the one provided
by Kidd (Kidd, 1992) highlight corporate sustainability as being the original form
of sustainability that emerged during a certain period through socio-political,
community and academic inspirations. Several researchers such as (Berger,
Cunningham, & Drumwright, 2007) have used corporate social responsibility
(CSR) as a terminology to combine economic, operational processes,
organizational mission and vision, social and environmental concerns into
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organizational culture, management judgment, and overall strategy (Andronie et al,
2019). There tends to be an absence of the operationalization of the notion and a
lack of comprehension among practicing managers due to the difficulties of several
definitions of corporate sustainability (Dmytriyev, Freeman & Horisch, 2021).

It is possible to ascertain whether organizations develop a genuine and strategic
approach to sustainability, though, given the significance of businesses
implementing sustainable business practices, the sluggish adoption of sustainability
reporting, and the concerns expressed regarding data quality and whether the
reports demonstrate a sincere commitment to sustainability. Organizations'
committed to integrating social, environmental, and economic sustainability into
their business operations and practices can be evaluated using a variety of models
that have been established. Most frequently organized as a continuum or
development (Castelld & Lozano, 2009) or successive stages of increasing
ownership of organizational sustainability, these models provide an aspirational
framework for organizations seeking to fully integrate sustainability into their
business (Quinn & Dalton, 2009).

According to Daily and Huang (Daily & Huang, 2001) when implementing
corporate sustainability practices and integrating them into organizational
procedures, there is a lack of accuracy. Previous studies on corporate sustainability
have mostly concentrated on how the organization's sustainability practices are
perceived as a means of fending off external organizational factors like government
regulations, environmental regulations, opposition from social and community
organizations, and consumer rights activists. According to Crane (Crane, 2000) in
order to attain corporate sustainability, an improvement in the organization's
culture must also be made, involving senior management and the development of
staff values and beliefs.

Ivanova emphasizes the need to implement the principles of sustainability in
education and the formation of knowledge, skills and competencies relevant to this
concept (Ivanova, 2023). From the foregoing, we can infer that corporate
sustainability is a multifaceted idea that necessitates an extensive reorganization of
management and organizational structures in tandem with the establishment of an
organizational culture that supports corporate sustainability.

3. Organizational culture and its relationship with corporate sustainability
The main areas of study for corporate sustainability are how businesses
establish and sustain connections with the pertinent parties like suppliers, agencies,
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shareholders; and so on, as well as how management and staff embrace and
implement sustainability strategies. The areas of research that seem to be missing
are how organizational support systems grow, integrate, and coordinate with the
organization's systems, procedures, and structure in order to meet corporate
sustainability objectives.

A comprehensive integration of economic, social, and environmental factors
into the organization's mission, values, vision, and procedures is necessary for
corporate sustainability (Carmine & De Marchi, 2023), while the concept of
organizational culture emphasizes more on the set of values to regulate and share
the overall behavioral aspect of employees to respond to the demands of the
environment (Schein, 2010). Emphasizing the significance of organizational
culture in developing a corporate sustainability perspective inside the organization
and incorporating cultural elements into the overall sustainability plan is crucial in
this regard. This requires large enterprises to have a sufficient number of educated,
highly qualified specialists, good systems for selecting personnel with innovative
thinking, motivated to participate in innovation projects, and last but not least —
certification systems to ensure the motivation and incentives for innovation activity
(Kalaidzhieva, 2023; Jabbarov, 2018). To cope with increasing environmental
challenges, organizations develop a dominant culture (Schein, 2010). Horak (Horak
et al, 2018) in his research emphasizes the need for organizational culture as a
source of sustainable competitive advantage and points out that an organization
that scores high on cultural characteristics tends to develop sustainable competitive
advantage and can be a source of more - high financial results. The organizational
culture and its ability to adjust to the outside world also have a role in an
organization's success. Assoratgoon and Kantabutra (Assoratgoon & Kantabutra,
2023) emphasized the idea that a strong culture has always been the driving force
behind organizational success and is associated with superior performance.
Organizational culture has a calming effect that can lower barriers to entry and
enhance overall performance (Cameron & Quinn, 2011). Three levels of
sustainability can be used to analyze the relationship between corporate
sustainability and organizational culture. Corporate sustainability reports,
employee development programs, technology deployment, operational manuals
and procedures, and employee training all demonstrate corporate sustainability
ideas at the external level of sustainability (Hossain, Griffiths, & Benn, 2003);
(Dunphy, Griffiths, & Benn, 2003). The internal level of sustainability is
demonstrated through the change of values and culture among employees and the
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sensitivity of the workforce through various HR interventions (Crane, 2017). At its
core, adopting corporate sustainability requires a change in the fundamental beliefs
and presumptions about environmental values and human issues. Schein (Schein,
2010) proposes different elements of culture for the different levels at which
corporate sustainability is applied. The essential components for value creation and
decision-making are the organization's underlying assumptions (beliefs and
perceptions held by the organization), perceived values (core values, philosophy,
and mission), and visible culture (observable organizational behavior, people,
structures, and processes) (see Fig. 1).

The Visible Culture

tward level of Sustainability
(Sustainability reports, training & develop
Operational manuals / processes)

Fspoused values Inner leyel of Sustainability

(Values and culture change,
HR interventions)

U

Underlying Assumptions

e Core
(Human factors an
Ecological values,

Figure 1: Culture-Sustainability Framework
Source: Mayuk Dasgupta (Dasgupta & Vaghela, 2015)

Examining the diagram, we can observe that the concentric circles stand for
various degrees of sustainability, while the center signifies the organization's core
and the culture that forms its basis. The internal level of sustainability focuses on
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internal elements such ethics, the workplace, and governance and shows how
sustainability is ingrained in the firm. Simultaneously, the external sustainability
level serves as a reminder that the company is a part of the world and has an impact
on the environment, the economy, and society.

The figure above emphasizes how crucial it is that corporate sustainability and
organizational culture are closely related. The internal and external layers of
sustainability offer the framework for comprehending how this model affects the
organization and the larger community, while the core, which refers to culture, is
the center of sustainability. The present examination centers on the manners in
which organizational culture molds and impacts organizational sustainability, and
the reciprocal relationship between this internal process and the external
environment.

Actually by aligning a specific set of values characteristic of the company's
organizational culture with corporate sustainability, the management can create a
culture that not only reflects the company's commitment to sustainability but also
drives positive change and impact both internally and externally. Aligning a
specific set of values characteristic of the company's organizational culture with
corporate sustainability involves integrating sustainability principles into those
existing values and ensuring that they guide decision-making and behavior
throughout the organization. The following actions can be seen like essential steps
toward the alignment of organizational culture values to corporate sustainability
(Liu & Lin, 2020):

1) Assessment of the current Values: Start by examining the existing values and
beliefs that define your company's organizational culture. Identify any values
that already align with sustainability principles, such as integrity, innovation,
or social responsibility.

2) Identify Gaps: Identify any gaps between the current values and corporate
sustainability goals. Determine which sustainability principles are missing or
underrepresented in the existing values and culture.

3) Define Sustainability Values: Define a set of sustainability values that reflect
the company's commitment to environmental stewardship, social
responsibility, and economic viability. These values may include concepts
such as environmental conservation, social equity, ethical business practices,
and long-term thinking.

4) Integrate Sustainability into Existing Values: Incorporate sustainability
principles into the existing values framework by revising or expanding upon
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the company's core values. For example, if integrity is already a core value,
emphasize the importance of environmental and social integrity in addition
to ethical behavior.

5) Communicate and Educate: Clearly communicate the updated values and
their alignment with corporate sustainability goals to employees at all levels
of the organization. Provide training and educational resources to help
employees understand the importance of sustainability and how it relates to
their roles and responsibilities.

6) Lead by Example: Demonstrate leadership commitment to sustainability by
incorporating sustainability values into decision-making processes, policies,
and practices. Encourage leaders and managers to exemplify sustainable
behavior and prioritize sustainability considerations in their day-to-day
activities.

7) Empower Employees: Empower employees to contribute to sustainability
initiatives by providing opportunities for participation, collaboration, and
innovation. Encourage employees to incorporate sustainability values into
their work and to identify opportunities for improvement within their areas
of expertise.

8) Measure Progress: Establish key performance indicators (KPIs) to track
progress towards integrating sustainability values into the organizational
culture. Regularly assess performance against these metrics and use
feedback to refine and improve sustainability efforts over time.

9) Celebrate Successes: Celebrate achievements and milestones related to
sustainability values to reinforce their importance and maintain momentum.
Recognize and reward individuals and teams who demonstrate exemplary
commitment to sustainability in their work.

10)  Continuously Improve: Continuously evaluate and refine the integration
of sustainability values into the organizational culture. Solicit feedback from
employees, stakeholders, and external experts to identify areas for
improvement and innovation.

Another specific line of action when we talk about the relationship between
organizational culture and corporate sustainability refers to the possibility to treat
innovation as an essential feature of the organizational culture. This can lead to
corporate sustainability if the management is fostering a culture that values
creativity, experimentation, and forward-thinking while also prioritizing
sustainability principles. By treating innovation as an integral part of the
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organizational culture and embedding sustainability principles into innovation
processes, companies can drive positive change, foster resilience, and create long-
term value for both the organization and society.

An important aspect of the sustainable principles implementation deals with the
degree of the company’s orientation towards the customer. This can be achieved
through a series of initiatives like (Assoratgoon & Kantabutra, 2023).

a) Customer-Centric Innovation: When a company prioritizes the needs and
preferences of its customers, it's more likely to develop products, services, and
solutions that are aligned with customer demand. By understanding and responding
to customer expectations, companies can innovate in ways that create value for
both the customer and the company, contributing to long-term sustainability.

b) Enhanced Customer Loyalty and Trust: Building strong relationships with
customers based on trust, transparency, and responsiveness is essential for
sustaining customer loyalty over time. A customer-centric culture that prioritizes
excellent customer service and satisfaction can lead to repeat business, positive
word-of-mouth referrals, and increased customer lifetime value, which are all
critical for the long-term success of the company.

c) Feedback Loop for Improvement: A customer-centric culture encourages
open communication and feedback channels between the company and its
customers. By listening to customer feedback, companies can identify areas for
improvement, uncover emerging trends and preferences, and adapt their products,
services, and business practices accordingly. This continuous feedback loop fosters
agility, innovation, and resilience in the face of changing market dynamics.

d) Alignment with Sustainability Values: Customers are increasingly placing
importance on sustainability and ethical considerations when making purchasing
decisions. A customer-centric culture that prioritizes sustainability can help
companies differentiate themselves in the marketplace, attract environmentally and
socially conscious consumers, and build a positive brand reputation. By aligning
with customer values and expectations around sustainability, companies can
enhance their competitive advantage and drive long-term growth.

e) Risk Mitigation: By understanding and anticipating customer needs and
preferences, companies can proactively identify and mitigate risks associated with
changing market conditions, competitive pressures, and regulatory requirements. A
customer-centric culture enables companies to stay agile and responsive to
evolving customer expectations, reducing the likelihood of reputational damage,
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customer churn, or market disruptions that could impact sustainability
performance.

f) Long-Term Value Creation: Ultimately, a customer-centric culture
contributes to the long-term sustainability and viability of the company by focusing
on creating value for customers, employees, shareholders, and society as a whole.
By prioritizing customer satisfaction and loyalty, companies can build resilient,
adaptive organizations that are better equipped to navigate uncertainties and thrive
in an increasingly complex and interconnected global marketplace.

4. Methodology of research

Our research methodology refers to an approach characteristic for the
systematic literature review process. In order to employ a proper systematic review
we stick to the rules highlighted by Preferred Reporting Items for Systematic
Reviews and Meta-Analyses (PRISMA) framework, which implies defining the
research strategy, the selection process, and data extraction.

Systematic review process

Total number of records identified by the
search in the Scientific Articles database
WosS, (2019 -2024)
n=16 Excluded studies that do not fall into the
scientific paper category (Review articles, Early
access, Editorial materials, Meeting articles,
Book Chapters, Letters, Corrections, Book

v reviews, Data papers), and in the category of
open access papers
Selected papers n=2
n=14

Final number of papers included
into the systematic review
n=14

Fig no.2. The systematic review process diagram
Source: own research
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Thus, within our research strategy, the review process consists in a search into
electronic sources based on Web of Science Database. Within the WoS database
we have taken into consideration scientific specialized papers that presents
quantitative or qualitative research regarding organizational culture and corporate
sustainability, published in English between 2009-2023. We have taken into
consideration this period because papers published within this time framework, of
the last 5 years may be considered relevant from the perspective of the novelty
degree regarding the content of information or advanced and tested working
hypotheses. Our research strategy implied the usage of research filters, consisting
in selection of the papers according to key words related to "organizational culture,
corporate sustainability", the considered time-frame and the type of the paper.
Thus, the search was taken into consideration solely online sources, indexed into
WoS database. The systematic review process has the following stages that can be
seen also in figure no 2: the first step implies using keywords "organizational
culture, corporate sustainability" within the topic addressed, and the filter related to
the period: 2019 - 2024 was applied, resulting a number of 16 papers that can be
taken into consideration. In the second step, we applied the filter related to the type
of the paper and the paper of type — article and review article - and respectively
those that fall into the open access category were selected, resulting in a number of
14 papers that can be taken into consideration.

Results and discussion

The VOSviewer software, version 1.6.18, was used to interpret the results
obtained after the systematic review process.
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Fig. no. 3. Bibliometric analysis with VOSviewer_ 1.6.18— the network of papers from
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Thus, in the first phase, the processing of the selected articles after applying the
filters defined within the systematic review methodology was carried out starting
from average citation number, obtaining a map for the analyzed papers that can be
seen in figure no 3 above. We may see different clusters referring to the papers
made by authors that can be highlighted, indicating by different colors the number
of citations. There are 14 papers that have a range of citations between 2 and 102,
with an average of 22 citations.

Within the selected papers we may find a diversified range of views regarding
the possible links between organizational culture and corporate sustainability. Thus
we may encounter papers regarding the impact of corporate culture on corporate
social reasonability (Siyal et al, 2022), an organizational vision oriented toward
sustainability that allows organizations to embrace a specific organizational culture
with values that allows the implementation of main sustainable principles
(Kantabutra, 2020; Vongariyajit and Kantabutra, 2021); factors defining
sustainability organizational culture (Ketprapakorn and Kantabutra, 2022); impact
of sustainable practices and organizational culture on sustainable performance of
organizations (Moslehpour et al, 2022); the implementation of a corporate
sustainability system that is comprising sustainability culture, resilience and
corporate sustainability performance (Kantabutra, 2022); review regarding
sustainable cultural transformation and sustainability organizational culture
(Assoratgoon and Kantabutra, 2023); the role of organizational learning process
and innovation on sustainability and economic performance (Bilan et al, 2020);
green organizational culture and its integration within management practices (Ali et
al, 2023); different cultural influences on corporate sustainability (Escadon, Salas-
Paramo and Duduque, 2023); the impact of corporate sustainability on
organizational innovation (Fan et al, 2021); the role of corporate governance
mediated by organizational culture on firm performance and sustainability
(Wendry et al, 2023); development of an Integrated Sustainability Organizational
Culture model in which he vision and values are determining the emotional
commitment of the members of the organization (Kantabutra , 2021); advancement
of market-based solutions to social and environmental issues (Vedula et al, 2022).

Conclusions

We may conclude by pointing out that managers must prioritize the social and
environmental components of the company in addition to the economic growth
mindset if they are to attain corporate sustainability. Several studies have reached
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the conclusion that senior management's promotion, oversight, and internal
dissemination of values and philosophies are key factors in the success of corporate
sustainability initiatives (e.g. (Baumgartner, 2009); (Escandon-Barbosa et al,
2023). The overall understanding of organizational values and beliefs will help
implement the change management initiatives needed to successfully implement
corporate sustainability.

Based on what has been stated so far, we can draw the following main
conclusions:

First. Building an effective corporate sustainability-oriented culture that
supports workers' successful performance at all levels of the organizational
structure requires both strong leadership and organizational culture.

Second. A comprehensive organizational transformation is necessary for
corporate sustainability, which is a complicated idea. In order to attain corporate
sustainability, senior management must be involved and the organization's culture
must be changed by employees developing their own values and beliefs.

Third. The relationship between organizational culture and corporate
sustainability can be presented at three levels. An external level of sustainability
where technology implementation, operational management, training and employee
development are at the core of the corporate sustainability ideology. An internal
level of sustainability that is formed through the change of values and culture
among employees. Human resources and environmental values are at the core.

After consideration and analysis of the key concepts in the current development,
namely organizational culture and corporate sustainability, the goals set at the
beginning and expected results were achieved.

First. The relationship between organizational culture and corporate
sustainability was investigated as part of the overall development of the
organization's sustainable strategy.

Second. The influence of organizational culture on corporate sustainability was
established, and the relationship was presented at three levels - external level of
sustainability, internal level of sustainability and core, which is the foundation of
the organization.

Third. The role of culture as a key factor for corporate sustainability was
emphasized.

Research findings on the important relationship between organizational culture
and corporate sustainability highlight that successful organizations create
sustainable models by integrating values and norms into their culture that promote
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environmental and social responsibility. Organizational culture has a significant
impact on the level of employee engagement and their ability to adopt and promote
sustainable practices. There is a need for a systemic approach to corporate
sustainability, which includes the formation of a culture based on sustainability and
the active participation of employees in this process.

A sustainable organizational culture goes beyond mere policies or initiatives; it
embodies a commitment to environmental stewardship, social responsibility, and
ethical business practices that permeate every aspect of the organization's
operations.

By aligning values characteristic of the organizational culture with corporate
sustainability goals, companies can create a framework that guides decision-
making, behavior, and actions towards long-term viability and resilience.
Integrating sustainability into the organizational culture involves empowering
employees, fostering collaboration, promoting innovation, and prioritizing the
needs and expectations of customers.

Furthermore, treating innovation and customer orientation as integral
components of the organizational culture contributes to corporate sustainability by
driving continuous improvement, enhancing customer satisfaction and loyalty, and
creating long-term value for stakeholders. Ultimately, a sustainable organizational
culture is essential for companies to navigate complex challenges, seize
opportunities, and thrive in a rapidly changing global landscape while contributing
positively to society and the environment (Cretoiu, 2014).
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Abstract

This article explores the innovative integration of Unreal Engine, a
powerful game development tool, in creating a sustainable marketing system.
The Unreal Engine, known for its high-fidelity graphics and real-time
rendering capabilities, has been increasingly utilized in various industries
beyond gaming, including marketing and advertising. The focus of this paper
is on how the engine’s advanced features, particularly its Artificial
Intelligence (Al) capabilities, can be leveraged to create immersive and
engaging marketing experiences.

We delve into the use of Unreal Engine’s Al to personalize user
interactions, ensuring that marketing content is tailored to individual
preferences and behaviors. This personalization is achieved through the

41


https://doi.org/10.26458/2412

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

analysis of user data and the implementation of machine learning algorithms,
which enable the system to learn and adapt over time. The use of Al also
extends to the creation of intelligent virtual assistants and chatbots, providing
real-time support and engagement to users.

The sustainability of the system is underscored by its ability to reduce the
need for physical marketing materials and in-person events, leading to a
decrease in the environmental footprint of marketing activities. Furthermore,
the system’s adaptability ensures its long-term viability, as it can be easily
updated and modified to suit changing market conditions and consumer
preferences.

The article also addresses the challenges and ethical considerations
associated with the use of Al in marketing, emphasizing the importance of
transparency, data security, and user privacy. Best practices and guidelines
for the responsible use of Al in marketing are discussed, providing a roadmap
for organizations looking to implement similar systems.

In conclusion, the development of a sustainable marketing system with
Unreal Engine represents a significant step forward in the integration of
advanced technologies in marketing. The use of Al not only enhances user
engagement and personalization but also contributes to the sustainability and
efficiency of marketing activities. As the industry continues to evolve, the
insights gained from this implementation will be invaluable in shaping the
future of sustainable and tech-driven marketing strategies.

Key words: Unreal Engine 5, Artificial Intelligence, Interactive Marketing
Strategies, Real-Time Visualization, Neural Network Models, Algorithm
Optimization.

JEL Classification: M31, Q350, Q01

Introduction

In the ever-evolving landscape of digital marketing technologies, the
exploration of Unreal Engine's capabilities presents an intriguing and significant
avenue for scientific inquiry. Originally conceptualized and meticulously
developed as a gaming engine, Unreal Engine has surpassed its initial domain,
showcasing remarkable transformative capabilities in visualization and
interactivity, and thus necessitating a comprehensive and nuanced analysis of its
potential applicability within the domain of marketing communication
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(Arsenijevic, & Jovic, 2019; Amant, & Young, 2001; Chung et al., 2022; Chugh,
Jain, & Kumar, 2023).

The present context, regarding development and implementation of different
types of Al systems requires an equilibrated approach in which every technology
and its application must adhere to legal practices and most of all has to be
consequent with objectives assumed in relation with consumers (Paun, 2021). This
article embarks on a methodical journey to dissect and scrutinize the intricate
components of Unreal Engine, with a particular focus on the mathematical models
and algorithmic structures that underpin its graphical prowess and artificial
intelligence functionalities (Sun, 2021; Chung et al., 2022; Wayama et al., 2023). A
meticulous examination of the embedded machine learning algorithms is
conducted, with an emphasis on their adaptability and applicability for the nuanced
task of personalizing marketing content. The discourse delves into the imperatives
of precision in tuning, alongside the rigorous validation of the models, aiming to
elucidate the pathways towards achieving optimal and efficacious results.

Concurrently, the critical dimension of sustainability is interrogated through a
lens of quantitative rigor, endeavoring to assess and quantify the environmental
ramifications of digital marketing strategies (Pokorni, 2021; Yaneva et al., 2023).
In fact, the implementation of a viable digital marketing strategy means nothing
more than ensuring a truly sustainable framework for carrying out activities and
engaging resources that highlight the creative capacity of managers and the
versatility of digital systems (Gardan et al., 2022a). The narrative shifts to spotlight
the potential for resource optimization, brought forth by the advent of virtualized
marketing endeavors, meticulously developing mathematical models aimed at
offering a robust evaluation of the efficiency and sustainability of such emergent
systems (Arsenijevic, & Jovic, 2019; Donahue, & Hajizadeh, 2019; Gestwicki,
2019; Barari, Quach, & Thaichon, 2022; Chung et al., 2022; Jayawardena et al.,
2022; Chugh, Jain, & Kumar, 2023).

This comprehensive analysis, steeped in scientific rigor, seeks not only to
unpack the multifaceted dimensions of Unreal Engine in the context of
groundbreaking marketing innovation and unwavering commitment to
sustainability but also endeavors to construct a robust foundational base for the
iterative development of advanced, efficient, and ethically grounded marketing
systems. The article, through its integration of mathematical methodologies and
algorithmic insights, aspires to furnish the academic and professional communities
alike with valuable knowledge, propelling the discourse forward and paving the

43



Annals of Spiru Haret University. —l

Economic Series

Since 2000 IECEI

s
ISSN:2393-1795  ISSN-L:2068-6900 Cocenn

Issue 1/2024

way for informed and strategic application of top-tier technologies within the
vibrant sphere of marketing (Ren et al.,, 2021; Wang, Liu, & Zhang, 2021;
Thaichon, & Quach, 2022; Chugh, Jain, & Kumar, 2023; Wayama et al., 2023;
Zhang, & Zhang, 2023).

Methodology of research

In the context of this scientific endeavor, we ambitiously strive to construct a
grounded and multidimensional methodological framework for the analysis of the
integration of artificial intelligence (Al) and cognitive neural networks within the
context of Unreal Engine, aiming to develop a sustainable marketing system. This
task requires an in-depth theoretical approach, combined with the precise
application of mathematical and experimental methodologies, while also providing
an evaluation of the complexity of the utilized algorithms (Sun, 2021; Jayawardena
et al., 2022; Origlia et al., 2022; Wayama et al., 2023).

Theoretical Analysis: At the beginning of our scientific expedition, we conduct
a comprehensive analysis of the existing literature to build a solid theoretical
foundation regarding the application of Al and cognitive neural networks in
marketing strategies. We thoroughly investigate the various types of neural
network architectures and their specific applications, aiming to determine the most
suitable models for our system (Aydan, 2019; Amant, & Young, 2001; Sun, 2021;
Barari, Quach, & Thaichon, 2022).

Mathematical Analysis and Complexity Evaluation: The subsequent stage
involves applying complex mathematical analysis and theoretical modeling to
formulate and optimize the learning and decision-making algorithms of the neural
networks. In this context, we utilize techniques from linear algebra, statistics, and
numerical methods, combined with an analysis of the algorithms' complexity.
Using asymptotic analysis, we assess the time and space efficiency of the
algorithms, which is crucial for ensuring their practical applicability and scalability
(Donahue, & Hajizadeh, 2019; Ren et al., 2021; Thaichon, & Quach, 2022; Chugh,
Jain, & Kumar, 2023).

Experimental Methods: A series of experiments are conducted to test the
selected models and algorithms in a controlled environment. This includes the
integration of Al components into Unreal Engine and monitoring their behavior in
various marketing scenarios. The results of the experiments are analyzed with the
aim of identifying potential weaknesses and areas for improvement.

44



Annals of Spiru Haret University. —l

Economic Series

Since 2000 IECEI

s
ISSN:2393-1795  ISSN-L:2068-6900 Cocenn

Issue 1/2024

Sustainability Assessment: The final phase of our methodological approach is
dedicated to the quantitative evaluation of the sustainability of the developed
system. We apply a variety of methods to measure the ecological footprint and
resource efficiency, while simultaneously analyzing the potential of Al for the
optimization of marketing processes and reducing the impact on the environment
(Donahue, & Hajizadeh, 2019; Wang, Liu, & Zhang, 2021; Liu, & Mo, 2022;
Zhang, & Zhang, 2023).

Our methodology aims to provide an in-depth understanding and critical
analysis of the opportunities presented by Unreal Engine and Al in the realm of
marketing, while also providing practical guidelines and a foundation for the
development of sustainable and efficient marketing systems (Amant, & Young,
2001; Sun, 2021).

Results

The sustainability of the marketing strategy, implemented in the context of the
use of artificial intelligence (AI) and cognitive neural networks in Unreal Engine 5
(UES), is based on the introduction of innovative approaches aimed at optimizing
resources, targeting accuracy, environmental responsibility, and adaptability. This
strategy incorporates the following key elements (Ren et al., 2021; Thaichon, &
Quach, 2022):

1. Mathematical Fundamentals and Cognitive Modeling: In the process of
building and optimizing neural networks, mathematical methods and algorithmic
techniques play a central role. These include, but are not limited to, graph theory,
linear algebra, and numerical optimization methods. The complexity of the
algorithms has been assessed and analyzed to ensure the efficiency and scalability
of the system (Amant, & Young, 2001; Origlia et al., 2022; Thaichon, & Quach,
2022; Zhang, & Zhang, 2023).

2. Neural Networks and Data Analytics: Various types of neural networks are
integrated into UES, including convolutional neural networks (CNN) for visual
data analysis, recurrent neural networks (RNN) for modeling temporal
dependencies, and fully connected layers for information integration and decision-
making (Ren et al., 2021; Wang, Liu, & Zhang, 2021; Jayawardena et al., 2022).

3. Resource Optimization: The system is optimized for effective resource
utilization, focusing on identifying optimal channels and strategies for
disseminating marketing messages. This leads to a reduction in unnecessary
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expenses and an increase in profitability (Amant, & Young, 2001; Thaichon, &
Quach, 2022; Zhang, & Zhang, 2023).

4. Targeting Accuracy and Sustainability: Cognitive neural networks facilitate
the analysis of user behavior, providing more accurate and personalized targeting.
The strategy also emphasizes the importance of sustainability and social
responsibility, directing efforts towards minimizing the ecological footprint and
promoting responsible marketing practices (Marsico et al., 2018; Wang, Liu, &
Zhang, 2021; Chung et al., 2022).

5. Adaptability and Continuous Improvement: The system is designed to self-
learn and adapt in real time, ensuring its long-term effectiveness and relevance.
Strict metrics and analytical tools allow continuous monitoring and evaluation of
results, leading to constant refinement of the strategy.

In summary, the developed sustainable marketing strategy in UES represents an
integrated approach that combines advanced mathematical methods, artificial
intelligence, and cognitive modeling with the aim of optimizing resources,
improving targeting accuracy, promoting sustainability and social responsibility,
and ensuring system adaptability in changing market conditions.

Let’s delve into more detail with the example of a virtual product exhibition to
illustrate how this process can be realized using Unreal Engine 5 (UES) and
artificial intelligence (AI) (Marsico et al., 2018; Donahue, & Hajizadeh, 2019;
Wang, Liu, & Zhang, 2021; Wayama et al., 2023).

Example: Virtual Product Exhibition

Creating a virtual space for an exhibition where companies can showcase their
products and services. Al assistants can answer questions and guide visitors
(Thaichon, & Quach, 2022; Chugh, Jain, & Kumar, 2023; Zhang, & Zhang, 2023).

Steps for Implementation:

1. Planning and Design:

- Develop a detailed plan for the structure and design of the virtual exhibition.
- Define the visual elements, interactivity, and content to be included.

2. Creation of 3D Models and Environments:

- Use the tools in UES to create three-dimensional models of the products and
design the exhibition space.
- Optimize the models and textures for high-quality visualization.

3. Integration of Al Assistants:

- Develop Al algorithms to analyze user queries and provide accurate and
useful information.
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- Program the Al assistants to interact with visitors through voice or text
messages.

4. Interactivity and User Interface:

- Create an intuitive and easy-to-use user interface.
- Integrate interactive elements to engage visitors and guide them to the
desired products or information.

5. Testing and Optimization:

- Conduct extensive tests to ensure the reliability and performance of the
application.
- Optimize performance and graphics for various devices and platforms.

6. Launch and Analysis (Wang, Liu, & Zhang, 2021; Thaichon, & Quach,

2022):

- Officially release the virtual exhibition to the public.

- Collect and analyze data regarding visitor behavior to make improvements in
the future.

By utilizing UE5 and Al, this example demonstrates how an innovative and
effective marketing solution can be created, engaging customers while also
providing valuable data and insights for optimizing future marketing strategies
(figures 1 and 2).

Figure 1: Museum interior design
Source: https://www.unrealengine.com/marketplace/

47



Annals of Spiru Haret University. | |
Economic Series
P9 @'\ii Since 2000 [ICCS|

s
ISSN:2393-1795  ISSN-L:2068-6900 Sonm ™ o

Figure 2: Studio design for advertising
Source: https://www.unrealengine.com/marketplace/

In the context of scientific applications and the development of solutions within
the virtual environment of Unreal Engine 5 (UES), it is imperative to pay attention
to a variety of components and aspects offered by the engine. Crafting marketing
strategies within this environment necessitates a thorough analysis and application
of mathematical and computer scientific methodologies (Gestwicki, 2019; Chung
et al., 2022; Thaichon, & Quach, 2022).

Architectural Analysis

1. Nanite Virtualized Geometry:

- Operating Principle: Virtualization of geometry, allowing for the processing
of vast quantities of polygon data without direct dependence on hardware
resources.

- Application: Modeling of complex objects and environments with a high
level of detail, utilizing algorithms for optimization and compression.

2. Lumen Global Illumination (Wang, Liu, & Zhang, 2021; Thaichon, &
Quach, 2022; Zhang, & Zhang, 2023):
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- Operating Principle: Real-time computation of light effects, accounting for
interactions of light with various surfaces.

- Application: Simulation of natural lighting, which is crucial for the
visualization and analysis of products in marketing strategies.

Methodological Approach

1. Integration of Artificial Intelligence:

- Development of machine learning models and algorithms to be integrated
into the UES virtual environment.

- Assessment of the complexity of the algorithms and optimization for
maximum efficiency.

2. Development of Interactive Elements:

- Designing and implementing intuitive user interfaces to facilitate
interactions with objects in the virtual environment.

- Application of mathematical models for analyzing user behavior and
optimizing interactive elements.

The development of marketing strategies through the use of Unreal Engine 5
requires a comprehensive approach that integrates various scientific methods and
techniques. By applying this methodological approach, organizations can create
highly effective and innovative solutions for presenting their products and services
(Gestwicki, 2019; Ren et al., 2021; Jayawardena et al., 2022).

Conclusion

The integration and application of Unreal Engine 5 (UES) in the development of
innovative marketing strategies represent a paradigm shift in the manner by which
organizations engage with their target audience. This sophisticated game engine,
enhanced by its virtualized geometry capabilities through Nanite and the real-time
global illumination provided by Lumen, offers unparalleled visual fidelity and
interactivity (Gestwicki, 2019; Wang, Liu, & Zhang, 2021; Thaichon, & Quach,
2022].

By employing advanced artificial intelligence algorithms and neural network
models, UES facilitates the creation of intelligent and adaptive marketing solutions.
These solutions are capable of analyzing user behavior, predicting preferences, and
delivering personalized content, thus fostering a deeper and more meaningful
connection with the audience.

The mathematical rigor applied in the optimization of algorithms and the
evaluation of system complexity ensures that the solutions are not only effective
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but also efficient and scalable. This is crucial for handling the diverse and dynamic
nature of marketing challenges in the contemporary digital landscape.

Furthermore, the practical examples illustrated herein underscore the versatility
of UES in implementing various marketing strategies, ranging from virtual
showrooms to interactive product demos and immersive brand experiences. Each
of these applications demonstrates the engine’s capability to transform theoretical
marketing concepts into tangible, experiential realities. For effective marketing
communication, obtaining a corresponding commitment from consumers is an
essential goal (Rosca, & Madan, 2020).

The modern consumer requires a particular approach from the perspective of
marketing communication. Due to the level of knowledge and the large-scale
access to information, today's consumers have become much more versatile in the
interpretation of various promotional messages. Thus, modern communication in
marketing develops especially in the direction of building a stimulating experience
as complete as possible within which the combined use of visual, auditory and
informational stimuli creates for consumers a complete communication
environment, capable of stimulating commitment and loyalty to a brand (Rosca, &
Madan, 2021; Gardan et al., 2022b].

Such techniques as the ones depicted in our research allow the creation of a
special experience and a very special interaction that can highlight the positioning
attributes of any brand at the center of the communication process.

In conclusion, Unreal Engine 5 emerges as a formidable tool in the arsenal of
modern marketing, offering a blend of visual excellence, interactivity, and
intelligent automation. As we continue to explore and push the boundaries of what
is possible with UES, the future of digital marketing looks not just promising, but
extraordinary.
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Abstract

When it comes to effective museum management, implementing smart
marketing approaches is crucial for attracting visitors, engaging with the
community, and ensuring long-term sustainability. Some key marketing
activities can be highlighted for a successful museum management: targeted
audience segmentation, compelling branding; engaging content marketing
techniques, collaborations and partnerships; the application of specific
principles for digital marketing and promotion of a strong online presence;
community engagement, Vvisitor experience enhancement; membership
programs and loyalty benefits implemention, data analytics and continuous
evaluation and adaptation. By implementing these marketing approaches,
museums can effectively promote their collections, engage with diverse
audiences, and secure their long-term success. Museum management involves
overseeing all aspects of a museum's operations, including administration,
collections management, exhibition planning, educational programs,
marketing, fundraising, and visitor services. The present paper approaches
different marketing instruments that can effectively enhance the efficiency of
museums activity and shows a practical example regarding , Alexei Rilets”
Museum from Rila.

Overall, effective museum management requires a combination of
leadership, strategic planning, financial acumen, creativity, and a deep
passion for preserving and sharing cultural heritage. By managing these

54


https://doi.org/10.26458/2413

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

various aspects, museum managers can nurture vibrant institutions that
educate, inspire, and engage audiences from all walks of life.

Key words: museum management; smart marketing approaches; targeted
audience, branding; digital marketing; long-term success.

JEL Classification: M31, M39

Introduction

The application of marketing practice in museums have been the subject of
debate among professionals since the early 1980s [McLean, 2012; Rentschler &
Gilmore, 2002]. Some authors have argued that marketing consist in a set of
powerful means through which museums can achieve their missions, others have
viewed it with suspicion, because of its appropriateness or being scared about its
influence. In recent years this polarized thinking has lessened as museum
marketing has become both increasingly widespread and more sophisticated in its
application.

The museums and the cultural monuments have been introduced on an
economic market that is more than unfamiliar to them. They can be observed from
a financial perspective: operating budgets, workforce demand, commercial returns
and number of visitors. It is true that today one can talk about a museum industry
and about institutions as ,,cultural enterprises”, putting the museum administrators
in the same light as company managers [Sandell & Janes, 2007]. In a growing
number of national touristic strategies, different cultural institutions are becoming
key elements used with the help of marketing techniques to promote national or
regional, local brands [Gardan, Gardan, & Stefanov, 2020].

As a number of authors have observed [Taormina & Baraldi, 2022; Moon,
2020], there are two distinctive approaches regarding the effort to clarify the role of
marketing within the museum literature. The first is considered as a set of
techniques or tools designed to bring about increased public interest regarding
museums.

The second, very different, conceptualization of marketing sees it as an
overarching philosophy: one which places the public at the center of the museum's
operations and which, to a greater or lesser extent, influences all its functions and
activities [Sandell & Janes, 2007]. Here, the museum is attuned to the needs of its
visitors and the communities it seeks to serve. Its varied offerings are informed by
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an awareness and understanding of the interests, perceptions, expectations, needs
and preferences of both existing and potential audiences [Mavragani, 2021].

Marketing is seen as an approach that permeates and helps to guide the entire
museum organization - it is both a function of senior management and a way of
working in which all museum personnel are enlisted. In this context, marketing is
not concerned solely with communication and promotion, but also plays a part in
shaping the museum's strategies and approaches to forward planning [Brenton &
Bouckaert, 2021; Sancho Querol & Sancho, 2015].

To view marketing in this way is not, however, to imply that a museum's
priorities and overall direction should be wholly determined by the needs of
visitors and the forces of the marketplace. Rather, marketing should be viewed as a
process which enables museums to achieve their objectives by building and
sustaining relationships with a range of audiences [McLean, 2012]. Traditionally
associated with efforts to increase audiences and maximize income, there is also
growing recognition of the part that marketing can play in helping museums to
achieve their socially oriented goals to broaden access and engage groups.

1. A smart marketing approaches for successful museum management

When it comes to effective museum management, implementing smart
marketing approaches is crucial for attracting visitors, engaging with the
community, and ensuring long-term sustainability. Some key marketing strategies
for successful museum management are presented in Table 1.

By implementing these marketing approaches, museums can effectively
promote their collections, engage with diverse audiences, and secure their long-
term success.

The opportunities and benefits, as well as the challenges and risks associated
with museum marketing, are addressed in the literature by Jean-Michel Tobelem
and Neil Kotler and Philip Kotler.

56



Annals of Spiru Haret University.
Economic Series

ISSN:2393-1795

Since 2000

ISSN-L:2068-6900

Issue 1/2024

Table 1. Marketing strategies for successful museum management

Smart marketing
approach

Marketing strategies

Targeted Audience
Segmentation

Identify and understand museum's target audience
segments, such as families, students, art enthusiasts,
history buffs, or tourists. Tailor museum's marketing
messages and activities to resonate with each segment's
interests and preferences.

Compelling Branding

Develop a strong and cohesive brand identity for the
museum. This includes creating an appealing logo, using
consistent visuals and design elements across all
marketing materials, and maintaining a unique tone of
voice that reflects the museum's mission and values.

Engaging Content
Marketing

Create and distribute high-quality content to educate,
entertain, and inspire museum's audience. This can
include blog posts, videos, podcasts, social media
content, and interactive online exhibits. Focus on
storytelling and showcasing the museum's unique
collections, events, and behind-the-scenes stories.

Collaborations and
Partnerships

Forge partnerships with local businesses, tourism
organizations, schools, or cultural institutions to cross-
promote each other's offerings. This can involve joint
marketing campaigns, shared events, or special discounts
for members of partner organizations.

Digital Marketing and
Online Presence

Establish a strong online presence through a well-
designed website, active social media accounts, and
online advertising. Utilize search engine optimization
(SEO) techniques to ensure that museum appears in
relevant search results. Explore targeted online
advertising campaigns to reach specific audience
segments.

Community
Engagement

Actively engage with the local community through
outreach programs, workshops, lectures, and special
events. Foster relationships with local schools,
universities, and community groups to offer educational
experiences and create a sense of ownership and pride in
the museum.

Visitor Experience
Enhancement

Continuously work on improving the visitor experience
by collecting feedback, implementing suggestions, and
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No Smart marketing Marketing strategies
approach
leveraging technology. Consider technologies like
augmented reality, virtual reality, or mobile apps to
enhance exhibits, provide guided tours, or offer
interactive experiences.
8. Membership Develop a membership program that offers exclusive
Programs and Loyalty | benefits such as free admission, discounts on
Benefits merchandise, early access to exhibitions, or special
events. Encourage repeat visits and foster a sense of
belonging among the existing loyal members.
9. Data Analytics and | Utilize data analytics tools to measure the effectiveness of
Evaluation the marketing efforts, track visitor trends, and gain
insights into audience behavior. Use this data to refine
museum’s  strategies, target specific areas for
improvement, and make data-driven decisions.
10. Continuous Regularly review and adapt the marketing strategies
Evaluation and based on visitor feedback, changing trends, and new
Adaptation opportunities. Stay agile and open to experimenting with
innovative approaches to attract and engage with the
target audience.

Source: Author's own systematization

Tobelem's perceptive analysis makes for the value of marketing while drawing
attention to the need to bend its application to the specificities of the museum
[Kotler & Andreasen, 1987]. Marketing philosophy and practice must be adapted
to suit the requirements of the museum context. Neil Kotler and Philip Kotler draw
on wide-ranging research and an examples to examine the application of specific
marketing strategies, tools and techniques to the challenge of equipping museums
to thrive in an increasingly competitive environment [Kotler & Kotler, 2007]

Ruth Rentschler highlights the impact of the partial understanding of audiences
with which many museums operate, and proposes the greater use of segmentation
as a means to understand the diverse needs and expectations of different user
groups. She also introduces the concept of relationship marketing as a process by
which museums can attempt to build long-term, sustainable relationships with their
visitors, while acknowledging that little formal research has been conducted to
explore the potential usefulness of this approach.
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The museum's use of innovative approaches to researching visitor experiences
also 1illustrates the trend towards collaborative, partnership-based museum
practices. Actually for the urban type consumers of culture, promoting museums in
connection with different other institutions and touristic destinations becomes an
optimal strategy in the long run [Gardan, Catoiu & Gérdan, 2016].

According to Philip Kotler, ,,in museums which have adopted a marketing
approach, marketing services do not only strive to react to changes in the needs,
wishes, and perceptions of the consumer, but even try to anticipate them. Research
with regard to an institution’s ‘market’ allows the comprehensive assessment of
consumers and a means to test decisions on a sample target group in order to
ensure that they are efficacious [Kotler & Andreasen 1987].

In some museums the operation of shops has become an efficient business
whose primary objective is financial profitability. Moreover, their physical location
within the museum now depends less on whim and more on the careful analysis of
visitor movements [Osborne et al., 2015]. On the other hand, sales are also
dependent on trends in fashion or critical opinion which those responsible for the
museum must follow, or even anticipate, as well as the phenomenon of those vast
temporary exhibitions which are accompanied more and more systematically by the
‘merchandising’ of goods exploiting the content of the exhibition [Tobelem, 2007].

Museums, unwittingly or not, are embracing the values of relentless
consumption that underlie the planetary difficulties of today [Janes, 2010]. The
creation of strategies to improve public perception of the museum is becoming the
norm for the practice of marketing in museums [Tobelem, 2007]. Rather, museums
are now beginning to focus on what audiences want and how they perceive the
museum experience [Rentschler, 2007].

Tobelem, J-M. identifies four primary reasons that marketing was introduced to
museums: growth, financing, competition, and the need to know the visitor better
[Tobelem 2007]. For the majority of museums, however, any income gained from
trading is primarily a means of creating a modest revenue which will allow the
institution to fulfil its educational function and to organize programs for its public.
The difference from private enterprise remains in the use of commercial benefits
which are not distributed among directors or shareholders but are fed back into the
museum’s budget, at least in those cases where the museum is financially
autonomous [Mudzanani, 2017].

In order to increase visitor numbers, certain museums are increasingly being led
into adopting a perspective colored by the specific requirements of cultural tourism
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which will require a revolutionary change in mentalities, involving a new policy
for welcoming visitors, better media relations, and the development of additional
programs [Janes & Sandell, 2019]. This factor is particularly significant when one
is aware that foreign tourists often make up a crucial proportion of visitor numbers.
Museums capable of collecting this ‘manna’ in a professional way are well on the
way to being able to generate significant revenues of their own, and in proving that
they may constitute a force for local development they may even be able to attract
new partners.

In museums, marketing can then be used to rationalize the total process of
developing their own resources, going through the creation or speeding up of
commercial programs (shops, restaurants, hiring out of premises), intensifying
efforts to raise funds from individuals and companies, as well as the launching of
subscription programs, but also in order to allow the museum to gain its cultural
objectives more efficiently. This management tool effectively offers museums a
framework for analysis and intervention in a variety of domains [Fronville 1985]:

- for educational programs: market analysis will facilitate the establishment of
a range of the activities the museum proposes for different, previously identified,
publics (school visits, conferences, guided tours, films, books...);

- for membership and fund raising programs: the marketing approach will be
used to increase the number of museum members and propose partnership
programs with private enterprise;

- in order to raise own income: be it from museum shops, commercial
programs associated with temporary exhibitions, rental of premises, licenses or
concessions;

- in the field of public relations: their purpose will be the consistent
exploitation of every past program by various media, publicity, and the
communication techniques of sponsors.

These different aspects of marketing policy may be found in museums but are
rarely linked up with each other in a coherent, rigorous, and coordinated manner
which would allow the definition of a marketing strategy in accordance with the
aims of the institution [Calinao & Lin, 2018]. In broad terms, the marketing
approach is not systematically incorporated into a holistic managerial framework
focused on fulfilling the institution's mission [Cerquetti, 2014]. Effectively, few
institutions have at their disposal a true marketing plan.
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2. Good practices for innovative marketing approaches and effective
management of ,,Alexei Rilets” Museum from Rila

Museum ,,Alexei Rilets is an extremely attractive object with a rich collection
of exhibits distributed in different eras and types. Because of its high historical
value, the museum has the potential to become a basis for sustainable development
of the tourism sector in the municipality of Rila, Bulgaria. The development and
establishment of the municipal museum ,,Alexei Rilets”, town of Rila, as a cultural
object which is attractive for tourists, has unique interior and a positive image, will
help to:

- Increase the popularity and attractiveness of Rila municipality as a tourist
destination;

- Promote the tourism industry in the Municipality of Rila and the region by
creating conditions for sustainable development of cultural and educational tourism
and additional tourist services;

- Preserve and keep sustainable management of the archaeological and
cultural-historical heritage in the municipality of Rila.

The vision for the development of the municipal museum ,,Alexei Rilets” is to
gradually turn it into an established cultural and historical site in the municipality
of Rila, and the city of Rila into a recognizable tourist destination, attracting a
significant number of tourists annually.

Defining marketing objectives requires attention to the following key points and
activities:

- making an announcement of a donation campaign ,From the chest of
drawers to the museum showcase* in order to recruit new exhibits, which are going
to be distributed and arranged by era and type;

- promoting the activities of the museum ,,Alexei Rilets*;

- renovation and reconstruction of part of the museum and setting up a special
place for children;

- attracting permanent visitors to the museum, working with kindergartens and
schools from the city of Rila and surrounding settlements, municipalities and
regions.

- creating attractive tourist programs for organized groups and individual
Visits;

- organizing together with directors of day-care centers visits to the museum
for people with disabilities;
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- popularizing the medieval church ,,St. Archangel Michael* and making its
culture, a symbol of intangible spirit of Rila;

- organizing events for children and students in the old school - conducting
open lessons, presentations, showing films, etc;

- making municipality of Rila recognizable which will make it desirable and
preferred destination.

The specific marketing objectives are:

- improving access to cultural heritage by renovating and revitalizing the
»Alexei Rilets” Museum and presenting a new permanent exhibition;

- actively taking part in cultural initiatives and interchange with the help of a
complex of measures specially made for people with disabilities, persons from
minority groups, children, students, etc.;

- organizing events (exhibitions, seminars, plain airs, presentations, webinars,
etc.) in the museum and adjacent buildings (St. Michael the Archangel Church and
Old School);

- cutting unemployment in the municipality of Rila by opening new
sustainable jobs;

- increasing the competencies and qualifications of museum employees by
including them in specific trainings;

- building sustainability in the presentation of cultural heritage through
effective integration of a developed entrepreneurial plan.

Product goals

Objective 1: ,,Alexei Rilets museum to be included in common routes for
tourist visits with other tourist sites in the region.

Objective 2: Collecting, preserving, studying and promoting objects, images
and texts related to different eras.

Objective 3: Studying and researching subjects, promotional and commercial
activity.

Advertising purposes

Objective 4: Creating and maintaining a good image of the museum ,,Alexei
Rilets“ as a recognizable cultural and historical object for tourist visits.

Objective 5: Increasing the number of visitors to the museum ,,Alexei Rilets*
and popularizing the municipality of Rila as a tourist destination.

Distribution purposes

Objective 6: Effective usage of the possibilities of distribution channels to reach
the maximum number of potential tourists with information about the museum
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»Alexei Rilets* — preparing offers for individual and group visits for children from
kindergartens, schools and universities, as well as from children's centers with
special educational needs, centers for people with disabilities, centers for social
rehabilitation and integration, etc.

Conclusion

In conclusion, a growing number of museums are hiring marketing experts to
help them accomplish their goals. Goals which relate to external factors, audiences,
and the environment (e.g., building audiences, improving the museum-going
experience, increasing sales, developing competitive programs) are particularly
well-suited to marketing [Gomez, 2016]. Marketing can help also museums to
integrate themselves in a larger type of consumption trend — culture consumption,
which can be seen as a fundamental background capable to offer integration of
individual, specific museums goals with social, economic and national heritage
related goals [Gardan, Epuran, & Gardan, 2016].

It is necessary to identify a series of marketing tools and techniques which can
help museums achieve their goals, and these include specific activities grouped in
the form of extended services marketing mix, and inputs characterizing the basic
factors which affect consumer behavior. The list is as follows: 1) research,
competitive analysis, organizational assessment, audience and market research; 2)
techniques of segmenting different audiences, targeting the groups the museum
seeks to attract, and positioning the museum as delivering the benefits sought by
the target groups; 3) product development, management of existing products as
well as generating new ones; 4) distribution, beyond the museum walls; 5)
promotion, consisting of tools of advertising, public relations, direct marketing,
which communicate offerings to different target groups; 6) pricing for different
museum offerings; 7) service and relationship marketing; 8) strategic planning, the
long-range activity by which the museum visualizes and plans its future and sets its
priorities. These represent the tool box which museum managers can apply to their
particular challenges and do problem-solving. Main tools and techniques, and a
basic assumption behind marketing, is that a transaction and a relationship with
museum visitors, members, and supporters has to reflect an exchange of benefits
and costs, both for the public and for the museum.

Marketing’s ability to assist museums flows both from the tools and techniques
it offers and from the ability of marketing staff to influence constructively the
museum organization in all its operations [Gomez, 2016].
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Marketing is best able to facilitate a museum’s goals and strategy when
marketing staff can participate in and lend their expertise to all museum tasks,
including programs and education, facility and interior design, as well as
membership and development.

References

[1] Brenton, S., & Bouckaert, G. (2021). Managing public museums appropriately and
consequentially: the distinctiveness and diversity of leading organizations. Public
Administration Review, 81(4), 715-727.

[2] Calinao, D. J., & Lin, H. W. (2018). Fashion-related exhibitions and their potential role
in museum marketing: The case of museums in Taipei, Taiwan. The International
Journal of the Inclusive Museum, 11(4), 1-19. DOI:10.18848/1835-
2014/CGP/v11i04/1-19

[3] Cerquetti, M. (2014). Marketing museale e creazione di valore: strategie per
l’innovazione dei musei italiani. Milan, FrancoAngeli.

[4] Fronville, C.L. (1985). Marketing for Museums: For-Profit Techniques in the
Non-Profit World. Curator: The Museum Journal, 28(3), 169-182.

[5] Gérdan, D.A., Gardan, I.P., & Stefanov, T.I. (2020). Tourism marketing strategies for
the development of historical heritage - a Romania - Bulgaria comparative analysis.
Management, Accounting and Management Information Systems - MAMIS 2020 - The
National Economic Conference - CEN 2020 - Business Management in the Digital Age,
Bucuresti: Editura Universitara, 87-95.

[6] Gardan D.A., Catoiu 1., & Gardan I.P. (2016). Coordinates of the culture consumption
in urban environment, Annales Universitatis Apulensis, Series Oeconomica, 18(2): 1-12.

[7] Gardan D.A., Epuran G., & Gardan L.P. (2016) Creating value within culture
consumption, Studies and scientific researches. Economics Edition, 24: 45-58.

[8] Gomez, M. J. (2016) Museografia al filo del milenio. Tendencias y recurrencias. Gijon:
Trea.

[9] Janes, R.R. (2010). The Mindful Museum. Curator, 53(3): 325-338.

[10] Janes, R.R., & Sandell, R. (2019). Museum Activism. Series Museum Meanings.

London: Routledge.

[11] Kotler, P., & Andreasen, A.R. (1987) Strategic marketing for non-profit organizations.
Englewood Cliffs: Prentice-Hall.

[12] Kotler, N., & Kotler, P. (2007). Can museums be all things to all people? Missions,
goals, and marketing's role. In Museum management and marketing. London:
Routledge. 313-330.

[13] Mavragani, E. (2021). Greek museums and tourists’ perceptions: An empirical
research. Journal of the Knowledge Economy, 12(1), 120-133.

[14] McLean, F. (2012) Marketing the Museum, London and New York: Routledge.

64



Since 2000

@6 Annals of Spiru Haret University. | I
Economic Series
-t ICCS

s Conmrar
ISSN:2393-1795  ISSN-L:2068-6900 Concean  Sremrch

Issue 1/2024

[15] Moon, M. (2020). Retooling for the revolution: Framing the future of museum
management after COVID-19. Journal of Cultural Management and Cultural
Policy/Zeitschrift fiir Kulturmanagement und Kulturpolitik, 6(2), 193-220.

[16] Mudzanani, T. E. (2017). The four ‘C’s of museum marketing: Proposing marketing
mix guidelines for museums. African Journal of Hospitality, Tourism and Leisure,
6(2), 1-12.

[17] Osborne, S. P., Radnor, Z., Kinder, T., & Vidal, I. (2015). The SERVICE framework: A
public-service-dominant approach to sustainable public services. British journal of
management, 26(3), 424-438.

[18] Rentschler, R., & Gilmore, A. (2002). Museums: Discovering Services Marketing.
International Journal of Arts Management, 5(1): 62-72.

[19] Rentschler, R. (2007). Museum Marketing: Understanding Different Types of
Audiences. In Museum Management and Marketing, edited by Richard Sandell and
Robert R. Janes, 345-65. Leicester Readers in Museum Studies. Abingdon, Oxon;
New York, NY: Routledge.

[20] Sandell, R., & Janes, R.R. (2007). Museum Management and marketing, New Y ork:
Routledge Publihing.

[21] Sancho Querol, L., & Sancho, E. (2015). How can Museums Contribute to Social and
Cultural Change? In Jensen, J.T., & Lundgaard, 1.B. (eds.) Museums: Citizens and
Sustainable Solutions. Danish Agency for Culture, 212-231. Accessed November 08,
2023.
https://www.academia.edu/9641273/How_can_museums_contribute to social and c
ultural change.

[22] Taormina, F., & Baraldi, S. B. (2022). Museums and digital technology: a literature
review on organizational issues. European Planning Studies, 30(9), 1676-1694.

[23] Tobelem, J. M. (2007). The marketing approach in museums. In Museum management
and marketing. London: Routledge. 294-312.

65



Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

CULTURE AND INNOVATION: HOW CREATIVE
SECTORS CAN CONTRIBUTE TO THE SUSTAINABLE
DEVELOPMENT OF ROMANIA

Elena GURGU', Dragos FRASINEANU?, Geanina SIMBOTIN?
'Faculty of Economic Sciences, Spiru Haret University, Bucharest, lon
Ghica Street, No. 13, District 3, Postal code 030045, phone
+400737165996, e-mail: se_egurgu@spiruharet.ro
23Romanian Ministry of Culture, Directorate for Culture of the Bucharest
Municipality, Sfantul Stefan Street, No. 3, District 2, Bucharest, tel.
021.323.26.11, e-mail: elenagurgu@yahoo.com, contact@dcmb.ro,
geaninasimbotin83@gmail.com

How to cite: Frasineanu, D., Simbotin , G & Gurgu, E. (2024). “Culture
and Innovation: How Creative Sectors Can Contribute to the Sustainable
Development of Romania”. Annals of Spiru Haret University. Economic
Series, 24(1), 66-92, doi: https://doi.org/10.26458/2414

Abstract:

This academic paper explores the symbiotic relationship between culture
and innovation, specifically examining how creative sectors can contribute to
the sustainable development of Romania. Grounded in the understanding that
cultural and creative industries play a vital role in fostering innovation and
economic growth, this study investigates the unique ways in which these
sectors can propel Romania towards a sustainable future.

The research employs a multidisciplinary approach, drawing on insights
from cultural studies, economics, and innovation management. It begins by
elucidating the theoretical foundations that underscore the interplay between
culture, innovation, and sustainability. Subsequently, the paper delves into an
empirical analysis, utilizing case studies and quantitative data to illustrate the
impact of creative sectors on economic development, social cohesion, and
environmental sustainability in the Romanian context.

The findings reveal compelling connections between cultural vitality,
innovative practices, and sustainable outcomes. The creative sectors, including
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visual arts, design, film, and technology-driven industries, emerge as dynamic
contributors to Romania's sustainable development agenda. The study
highlights the role of cultural initiatives in enhancing social inclusivity,
fostering entrepreneurial ecosystems, and driving technological advancements
that align with sustainable principles.

Moreover, the paper examines policy implications and strategic
recommendations for harnessing the full potential of creative sectors in
Romania. It advocates for a comprehensive approach that integrates cultural
policies with innovation strategies to create an environment conducive to
creativity, collaboration, and sustainable growth.

In conclusion, this research contends that the creative sectors can serve as
catalysts for transformative change in Romania's journey towards
sustainability. By recognizing and leveraging the intrinsic link between culture
and innovation, policymakers, business leaders, and cultural practitioners can
collaboratively chart a course for a more resilient and vibrant future for the
nation. This paper contributes valuable insights to the discourse on the
intersection of culture, innovation, and sustainability, offering a roadmap for
unlocking the full potential of creative sectors in Romania's sustainable
development trajectory.

Keywords: culture, innovation, creative sectors, sustainable development,
Romania, cultural industries, social cohesion, environmental sustainability,
creative initiatives, cultural policies, transformative change, resilient future

JEL Classification: 010, 031, 038, Z10, Z11, Z18, Q01, Q50

1.Introduction

In the intricate tapestry of societal progress, the nexus between culture and
innovation emerges as a catalyst for transformative development. This academic
article delves into the dynamic interplay between culture and innovation, unveiling
a narrative specific to Romania, where the creative sectors stand poised to become
instrumental agents in steering the nation toward sustainable growth.

Background and Rationale. Romania, a nation rich in cultural heritage, finds
itself at a juncture where the infusion of creative energy into its developmental
fabric holds the promise of both economic vitality and societal resilience.
Recognizing that the traditional paradigms of economic growth must be
complemented by innovative approaches, this study positions creative sectors—
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encompassing visual arts, design, film, and technology-driven industries—as
pivotal contributors to Romania's sustainable future.

Theoretical Framework. At the heart of our exploration lies a multidisciplinary
understanding that draws from cultural studies, economics, and innovation
management. We navigate the theoretical landscape that underscores the intrinsic
relationship between culture, innovation, and sustainability. By elucidating the
theoretical foundations, we aim to contextualize our empirical inquiries and unveil
the nuanced mechanisms through which creative sectors can propel sustainable
development.

Research Objectives. The primary objective of this article is to empirically
examine and illustrate the multifaceted impact of creative sectors on the sustainable
development trajectory of Romania. Through a combination of case studies and
quantitative analysis, we seek to unravel the ways in which cultural and creative
industries contribute to economic prosperity, social cohesion, and environmental
sustainability within the Romanian context.

Significance of the Study. This study is poised to make a significant contribution
to both academic discourse and practical policymaking. By shedding light on the
unique dynamics at play within Romania's creative sectors, we aspire to inform
strategies that harness the potential of cultural initiatives for fostering
entrepreneurial ecosystems, enhancing social inclusivity, and driving technological
advancements aligned with sustainable principles.

Structure of the Article. The subsequent sections of this article will unfold as
follows: Section 2 provides a comprehensive literature review, grounding our study
in existing scholarship. Section 3 outlines the methodology, detailing the case
studies and analytical approaches employed. Sections 4 and 5 present our empirical
findings and discuss their implications. The article concludes with a synthesis of
key insights, policy recommendations, and avenues for future research.

In essence, this article embarks on a journey to unravel the transformative
potential of culture and innovation in the context of Romania's sustainable
development. Through rigorous exploration, we aspire to contribute actionable
insights that pave the way for a vibrant and resilient future, where the creative
sectors stand as pillars of sustainable progress.
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2. Literature Review: Culture, Innovation, and Sustainable Development

2.1 Culture and Economic Development

The intersection of culture and economic development has been a subject of
scholarly inquiry for decades. Notably, economists such as Baumol and Florida
have emphasized the role of the cultural and creative industries in shaping urban
economies and fostering innovation (Rubinstein, A., 2013). Their works underscore
the economic value generated by cultural assets and the potential for cultural
initiatives to drive economic growth (McGuigan, J. , 2009).

2.2 Innovation and Creative Industries

The link between innovation and creative industries has been a focal point in the
literature. Matarasso argues that creative sectors act as hubs of innovation,
influencing diverse sectors of the economy (Matarasso, F., 2007). Anderson and
Tushman conceptualize innovation as a dynamic process influenced by external
factors, including cultural and creative inputs (Anderson, P., & Tushman, M. L. ,
2018). Research by Hesmondhalgh (2014) and Pratt (2008) emphasizes the
centrality of creative industries in fostering innovation through their unique
organizational structures and knowledge-sharing practices.

2.3 Cultural Policy and Sustainable Development

Cultural policy, as an instrument for fostering sustainable development, has
gained prominence. UNESCO's Cultural Policy Review (2013) underscores the
role of cultural policies in promoting social cohesion, economic diversification, and
environmental sustainability. The work of O'Brien (2018) emphasizes the need for
coherent cultural policies that integrate cultural and environmental considerations
for sustainable development.

2.4 Creative Sectors and Entrepreneurship

The relationship between creative sectors and entrepreneurship is explored by
numerous scholars. Florida (2011) introduces the concept of the "creative class,”
arguing that creative individuals and industries drive economic development
through entrepreneurship and innovation. Higgs and Cunningham (2008) delve into
the entrepreneurial dynamics within the creative sectors, highlighting the role of
creativity in fostering entrepreneurial ecosystems.

2.5 Cultural Capital and Social Inclusivity

The concept of cultural capital, as proposed by Bourdieu (1986), has been
pivotal in understanding how cultural assets contribute to social inclusivity. The
literature suggests that cultural engagement enhances social cohesion and
community resilience (Throsby, 2001; Holden, 2013). Moreover, studies by Evans
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and Shaw (2004) emphasize the role of cultural capital in reducing social
inequalities and promoting inclusivity.

2.6 Technology-Driven Creative Industries

The rise of technology-driven creative industries has garnered attention in the
literature. Research by Pratt and Jeffcutt (2009) explores the impact of digital
technologies on creative practices, arguing that technological advancements
facilitate innovation and global connectivity within the creative sectors. This aligns
with the broader discourse on how technology can drive sustainable development
(UNDP, 2020).

2.7 Romania's Cultural Landscape

While a rich body of literature addresses the cultural and economic dynamics in
Western contexts, fewer studies specifically focus on Romania. Notable works
include the research by Nicolescu and Irimia (2017), which examines the role of
cultural industries in post-communist Romania. However, there is a notable gap in
literature addressing the potential of Romania's creative sectors in the context of
sustainable development.

2.8 Gaps and Avenues for Further Research

Despite the valuable insights provided by existing literature, gaps persist in
understanding the specific mechanisms through which Romania's creative sectors
can contribute to sustainable development (Becut, A. G. , 2016). This literature
review underscores the need for empirical investigations that bridge this gap,
providing context-specific insights into the dynamics of culture, innovation, and
sustainable development in Romania.

Conclusion of the Literature Review

In summary, the reviewed literature establishes a foundation for our study by
elucidating the multifaceted relationships between culture, innovation, and
sustainable development. Building on this scholarly framework, our empirical
investigation seeks to contribute nuanced insights into how Romania's creative
sectors can play a transformative role in the nation's journey toward sustainable and
vibrant economic, social, and environmental futures.

3. Unveiling Romania's Creative Sectors for Sustainable Development

Romania possesses a rich cultural heritage and a vibrant creative industry that
can contribute significantly to sustainable development. Here's an overview of
some key creative sectors in Romania and their potential for sustainable growth:
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1. Film Industry: Romania has gained international recognition for its film
industry, with directors like Cristian Mungiu and Cristi Puiu winning awards at
prestigious film festivals. The Romanian New Wave has brought attention to the
country's unique storytelling and filmmaking style. Investing in this sector can lead
to the creation of jobs, promotion of cultural exchange, and sustainable economic
growth.( Pop, D., 2014 and Yao, W. , 2018).

2. Design and Fashion: Romania has a burgeoning design and fashion scene,
with talented designers producing high-quality garments and accessories. By
supporting local designers and promoting sustainable fashion practices, Romania
can foster a thriving industry that values ethical production, innovative design, and
cultural heritage preservation.( Asavei, M. A. , 2020).

3. Tech and Gaming: Romania has a growing tech industry, with a strong focus
on software development, gaming, and animation. By nurturing talent and
investing in infrastructure, Romania can become a hub for tech innovation and
creative entrepreneurship. Sustainable practices such as green computing and
ethical game development can ensure long-term viability and positive
environmental impact (Craiut, L., Bungau, C., Bungau, T., Grava, C., Otrisal, P., &
Radu, A. F. , 2022).

4. Music and Performing Arts: Romania has a rich musical tradition, spanning
classical, folk, and contemporary genres. Supporting musicians, orchestras,
theaters, and cultural institutions can enhance cultural diversity, promote social
cohesion, and stimulate tourism. Incorporating sustainable practices in event
management and venue operations can minimize environmental footprint while
maximizing cultural impact.(Komander, V., & Konig, A. , 2024).

5. Crafts and Artisanal Production: Romania boasts a rich tradition of
craftsmanship, with artisans producing handmade goods such as pottery, textiles,
woodwork, and traditional costumes. Revitalizing traditional crafts through
education, training, and market support can preserve cultural heritage, generate
income in rural areas, and promote sustainable tourism.( Kofler, 1., & Walder, M. ,
2024)

6. Literature and Publishing: Romania has a strong literary tradition, with
renowned authors such as Mircea Eliade, Emil Cioran, and Herta Miiller.
Supporting writers, publishers, and literary events can foster intellectual exchange,
promote literacy, and preserve linguistic diversity. Embracing digital publishing
and sustainable printing practices can reduce environmental impact while
expanding access to literature.( Kusawat, P., & Teerakapibal, S. , 2024).
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To unlock the full potential of Romania's creative sectors for sustainable
development, stakeholders including government agencies, private sector actors,
civil society organizations, and educational institutions must collaborate to:

- Provide funding, incentives, and infrastructure support to creative industries.

- Foster talent development through education, training, and mentorship
programs.

- Promote cultural exchange, collaboration, and networking opportunities.

- Implement policies and regulations that support sustainable practices,
innovation, and entrepreneurship.

- Harness digital technologies and online platforms to reach global audiences
and markets.

- Raise awareness about the social, cultural, and economic value of the creative
sectors.

- Integrate creativity and cultural expression into broader sustainable
development strategies.

By leveraging its creative potential and embracing sustainability principles,
Romania can not only drive economic growth but also preserve its cultural
heritage, foster social inclusion, and contribute to global efforts towards a more
sustainable future.

4. Culture and Economic Development of Romania

Romania, located in Southeastern Europe, has a rich cultural heritage and a
diverse economic landscape. Here's an overview of both aspects.

Regarding culture, we only can follow the most relevant aspects, like
(HATMANU, M., Lobont, O. R., Albu, C., & Moldovan, N. C., 2014):

1. History and Heritage: Romania has a long and complex history, with
influences from Roman, Ottoman, and Austro-Hungarian empires. This diverse
history is reflected in its architecture, traditions, and cultural practices.

2. Folklore and Traditions: Romanian culture is rich in folklore, with tales of
vampires, werewolves, and other mythical creatures. Traditional music, dance, and
crafts are also important cultural elements, often celebrated in festivals and events
across the country.

3. Literature and Arts: Romania has produced many notable literary figures,
including Mircea Eliade, Emil Cioran, and Eugéne Ilonesco. Romanian art
encompasses various styles, from medieval religious paintings to modern abstract
works.
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4. Cuisine: Romanian cuisine is diverse and flavorful, influenced by its history
and geography. Dishes like mamaliga (polenta), sarmale (cabbage rolls), and mici
(grilled sausages) are popular staples.

5. Religion: The majority of Romanians identify as Orthodox Christians, and
the Romanian Orthodox Church plays a significant role in the country's culture and
society.

6. Language: The official language of Romania is Romanian, a Romance
language that shares many similarities with Italian, French, Spanish, and
Portuguese. The language is an essential part of Romanian identity and culture.

7. Ethnic Diversity: Romania is home to various ethnic minorities, including
Hungarians, Roma (commonly known as Gypsies), Germans, Ukrainians, and
others. This diversity enriches the country's cultural landscape, with each group
contributing its traditions, languages, and customs.

8. Festivals and Celebrations: Romania celebrates a wide range of festivals and
holidays throughout the year, often blending religious, pagan, and folk traditions.
Examples include Dragobete (celebrating love and spring), Martisor (welcoming
spring), and Christmas traditions such as colinde (caroling) and the Christmas
market.

9. Literary Legacy: Romanian literature boasts a rich tradition dating back
centuries. Writers like Ion Creanga, Mihai Eminescu, and lon Luca Caragiale are
revered for their contributions to Romanian literature, with their works often
studied in schools and celebrated in literary circles.

10. Cultural Landmarks: Romania is home to numerous cultural landmarks,
including the Painted Monasteries of Bucovina, the medieval castles of
Transylvania (such as Bran Castle, often associated with the Dracula legend), and
the historic cities of Sibiu and Brasov.

Regarding economic development, we only can follow the most relevant
aspects, like (Otil, M., & Boldea, M., 2015):

1. Transition from Communism: After the fall of communism in 1989, Romania
underwent significant economic reforms to transition to a market-oriented
economy. This process led to challenges but also opened up opportunities for
growth and development.

2. Industry and Agriculture: Romania has a diverse economy, with sectors
including automotive manufacturing, IT services, agriculture, and tourism.
Industrial centers like Bucharest, Cluj-Napoca, and Timisoara are hubs for
innovation and business.

73



Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

3. EU Membership: Romania joined the European Union in 2007, which has
brought both benefits and challenges. Access to EU funds and markets has boosted
economic development, but issues such as corruption and infrastructure gaps
persist.

4. Investment and Growth: Foreign investment has played a crucial role in
Romania's economic development, particularly in sectors like automotive,
electronics, and outsourcing. The country has seen steady GDP growth in recent
years, although income inequality remains a concern.

5. Challenges: Romania faces various challenges in its economic development,
including corruption, bureaucracy, brain drain, and regional disparities. Addressing
these issues while promoting innovation and sustainable growth is crucial for the
country's future prosperity.

6. Infrastructure Development: Romania has made significant investments in
infrastructure development, including roads, railways, airports, and energy
infrastructure. Projects funded by the European Union have contributed to
modernizing the country's transportation and energy networks.

7. Tourism: Romania's natural beauty, historical sites, and cultural heritage
attract millions of tourists each year. Popular destinations include the Danube
Delta, the Carpathian Mountains, medieval towns like Sighisoara, and the
Transylvanian countryside.

8. IT and Outsourcing: Romania has emerged as a significant player in the IT
and outsourcing sectors, with cities like Cluj-Napoca, Timisoara, and Iasi
becoming hubs for tech companies and startups. The country's well-educated
workforce, competitive costs, and growing innovation ecosystem have attracted
investment from multinational corporations.

9. Agriculture: Agriculture remains an important sector in Romania, with fertile
plains supporting the cultivation of cereals, vegetables, fruits, and grapes for wine
production. Small-scale farming is prevalent in rural areas, contributing to both the
economy and cultural traditions.

10. Sustainable Development: Romania faces the challenge of balancing
economic growth with environmental sustainability. Efforts are underway to
promote green initiatives, renewable energy development, and conservation
measures to protect the country's natural resources and biodiversity.

In summary, Romania's culture and economic development are intertwined,
with its rich heritage providing a foundation for growth and innovation in various
sectors of the economy. Continued investment in both cultural preservation and
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economic modernization is essential for Romania's future prosperity. Overall,
Romania's rich cultural heritage and ongoing economic development reflect the
resilience and potential of this dynamic nation in Southeastern Europe.

5. Connections between cultural vitality, innovative practices, and
sustainable outcomes in Romania

Romania's cultural vitality, innovative practices, and sustainable outcomes are
interconnected in various ways, fostering a dynamic environment conducive to
holistic development. Here are some compelling connections (Boldea, B. 1., 2012):

1. Preservation of Traditional Knowledge: Romania's cultural vitality is rooted
in its rich folklore, traditional crafts, and agricultural practices. Innovative
approaches that leverage traditional knowledge can promote sustainable outcomes.
For example, initiatives that revive ancient farming techniques, such as
permaculture or agroecology, not only preserve cultural heritage but also contribute
to sustainable agriculture by promoting biodiversity, soil health, and resilience to
climate change.

2. Creative Industries and Sustainable Tourism: Romania's cultural heritage and
vibrant arts scene provide a foundation for creative industries such as film, music,
and crafts. Leveraging these assets can drive sustainable tourism initiatives. For
instance, promoting eco-friendly cultural tours that highlight local traditions,
gastronomy, and handicrafts can support rural economies while minimizing
environmental impact. Additionally, investing in sustainable infrastructure and
practices in tourism hotspots can help preserve natural landscapes and mitigate
overtourism.

3. Innovation in Cultural Conservation: Innovative technologies and approaches
can be employed to conserve and promote Romania's cultural heritage sustainably.
Digital preservation methods, such as 3D scanning and virtual reality, can create
immersive experiences that engage audiences while minimizing physical
interventions on historical sites and artifacts. Furthermore, sustainable restoration
practices, such as using locally sourced materials and employing traditional
craftsmanship techniques, ensure the longevity of cultural monuments while
minimizing ecological footprint.

4. Community-Led Initiatives for Sustainable Development: Romania's cultural
vitality fosters strong community ties and collective identity. Community-led
initiatives that combine cultural revitalization with sustainable development goals
can have a lasting impact. For example, grassroots movements focused on
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revitalizing abandoned rural villages through cultural events, heritage preservation,
and eco-friendly agriculture empower local communities to take ownership of their
development trajectory while preserving cultural authenticity and environmental
integrity.

5. Education and Innovation Hubs: Investing in education and innovation hubs
that celebrate Romania's cultural heritage can nurture creativity and
entrepreneurship while promoting sustainable practices. Universities and research
institutions can collaborate with local communities and businesses to develop
innovative solutions that address societal challenges while drawing inspiration
from traditional knowledge and cultural practices. For instance, interdisciplinary
programs that blend arts, sciences, and sustainability studies can empower future
generations to tackle complex issues through a culturally informed lens.

6. Cultural Entrepreneurship and Sustainable Livelihoods: Romania's cultural
richness provides a fertile ground for cultural entrepreneurship. By supporting
artisans, creatives, and cultural practitioners, innovative business models can be
developed that not only preserve traditional crafts and practices but also generate
sustainable livelihoods. For example, cooperatives or social enterprises that
produce artisanal goods using sustainable materials and techniques can contribute
to both economic growth and cultural preservation.

7. Green Design and Architectural Innovation: Integrating sustainability
principles into architectural design and urban planning can enhance Romania's
cultural landscape while promoting eco-friendly practices. Innovative architectural
solutions that draw inspiration from traditional Romanian architecture, such as
passive solar design or natural ventilation techniques, can reduce energy
consumption and environmental impact. Additionally, incorporating green spaces,
pedestrian-friendly infrastructure, and mixed-use developments into urban areas
preserves cultural heritage while fostering community well-being and resilience to
climate change.

8. Cultural Diplomacy and Sustainable Development: Romania's cultural
vitality can be leveraged to promote cross-cultural understanding and cooperation,
contributing to global sustainable development goals. Cultural exchange programs,
artistic collaborations, and international festivals can foster dialogue and mutual
respect among diverse communities, transcending borders and fostering solidarity.
By showcasing Romania's cultural diversity and commitment to sustainability on
the global stage, diplomatic efforts can amplify the country's influence and support
international initiatives for peace, prosperity, and environmental stewardship.
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9. Digital Innovation and Accessible Cultural Heritage: Harnessing digital
innovation can democratize access to Romania's cultural heritage while promoting
inclusivity and sustainability. Digital platforms, such as online archives, virtual
museums, and educational resources, can make cultural artifacts and historical
knowledge accessible to a broader audience, including marginalized communities
and people with disabilities. Moreover, digital engagement tools, such as augmented
reality apps or interactive exhibits, can enhance visitor experiences while minimizing
environmental impact associated with physical exhibitions and travel.

10. Cross-Sectoral Collaboration for Sustainable Development: Fostering
partnerships between government agencies, businesses, civil society organizations,
and cultural institutions can drive collaborative efforts towards sustainable
development. Multi-stakeholder initiatives that integrate cultural, economic, social,
and environmental dimensions can yield innovative solutions to complex
challenges. By aligning interests and expertise across sectors, synergistic
approaches can be developed that maximize societal benefits while preserving
Romania's cultural heritage and natural resources for future generations.

These connections demonstrate the transformative potential of integrating
cultural vitality, innovative practices, and sustainability principles to foster holistic
development in Romania. By embracing creativity, collaboration, and cultural
resilience, Romania can chart a course towards a more prosperous, inclusive, and
environmentally sustainable future.

In summary, the intersection of cultural vitality, innovative practices, and
sustainable outcomes in Romania presents a wealth of opportunities for holistic
development. By leveraging its cultural heritage as a source of inspiration and
innovation, Romania can chart a path towards sustainable prosperity that celebrates
its unique identity while safeguarding the well-being of future generations and the
environment.

6. The creative sectors - visual arts, design, film, and technology-driven
industries - dynamic contributors to Romania's sustainable development
agenda

The creative sectors, including visual arts, design, film, and technology-driven
industries, play a crucial role in contributing to Romania's sustainable development
agenda in several ways (lacobutd-Mihaita, A. O., 2015):

1. Promoting Cultural Heritage: The visual arts, including painting, sculpture,
and photography, serve as a platform for preserving and promoting Romania's rich

77



Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

cultural heritage. Artists often draw inspiration from traditional motifs, landscapes,
and folklore, reinforcing a sense of cultural identity and pride. By showcasing
Romania's cultural diversity and history, the visual arts contribute to social
cohesion and sustainable tourism initiatives that support local economies.

2. Innovative Design Solutions: Design plays a key role in addressing
sustainability challenges across various sectors, from architecture and urban
planning to product design and fashion. Romanian designers are increasingly
incorporating eco-friendly materials, sustainable production processes, and circular
economy principles into their work. By prioritizing functionality, durability, and
environmental responsibility, design-driven industries contribute to reducing
resource consumption, waste generation, and carbon emissions.

3. Film Industry and Cultural Diplomacy: Romania's film industry has gained
international acclaim for its creativity, originality, and cultural authenticity.
Filmmakers often explore social, political, and environmental issues, shedding light
on pressing challenges facing Romanian society. Through film festivals,
screenings, and co-production agreements, the film industry serves as a powerful
tool for cultural diplomacy, promoting cross-cultural dialogue, understanding, and
solidarity while raising awareness about sustainability issues on a global scale.

4. Technology-driven Innovation: Romania's technology sector, including
software development, IT services, and digital media, drives innovation and
economic growth while contributing to sustainable development objectives. Tech
startups and entrepreneurs leverage digital technologies, such as artificial
intelligence, blockchain, and Internet of Things (IoT), to develop solutions for
environmental monitoring, energy efficiency, waste management, and renewable
energy deployment. By harnessing the power of data analytics, connectivity, and
automation, technology-driven industries enhance resource efficiency, optimize
processes, and empower communities to address sustainability challenges effectively.

5. Creative Entrepreneurship and Social Impact: Creative entrepreneurship
thrives in Romania's dynamic ecosystem, fostering innovation, job creation, and
social impact. Social enterprises and creative startups develop business models that
prioritize social and environmental goals alongside financial sustainability. For
example, initiatives focused on upcycling, fair trade, and community-based tourism
empower marginalized groups, promote inclusive economic development, and
preserve cultural heritage while generating positive social and environmental
outcomes.
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6. Cross-sectoral Collaboration and Knowledge Exchange: The creative sectors
serve as catalysts for cross-sectoral collaboration and knowledge exchange,
bridging disciplines, industries, and communities to tackle complex sustainability
challenges collaboratively. Partnerships between artists, designers, technologists,
policymakers, scientists, and civil society organizations foster interdisciplinary
approaches that integrate cultural, economic, environmental, and social dimensions
into sustainable development initiatives. By leveraging diverse perspectives,
expertise, and resources, collaborative efforts drive innovation, resilience, and
positive change towards a more sustainable future for Romania and beyond.

7. Cultural Tourism and Economic Development: Romania's vibrant cultural
scene, including its visual arts exhibitions, design festivals, and film screenings,
attracts tourists from around the world. Cultural tourism not only generates revenue
for local communities but also fosters appreciation for Romania's cultural heritage.
Sustainable tourism practices, such as eco-friendly accommodations, responsible
tour operators, and community-based tourism initiatives, ensure that tourism
benefits both visitors and host communities while preserving natural and cultural
assets for future generations.

8. Education and Capacity Building: The creative sectors play a crucial role in
education and capacity building, equipping individuals with the skills, knowledge,
and mindset needed for sustainable development. Educational programs in visual
arts, design, film production, and technology-driven industries empower aspiring
professionals to become agents of positive change in their communities. By
promoting creativity, critical thinking, and entrepreneurship, creative education
fosters innovation, resilience, and social inclusion, laying the foundation for a
sustainable workforce and society.

9. Cultural Heritage Conservation and Regeneration: Romania's architectural
heritage, including historic buildings, monuments, and traditional villages, is a
valuable asset that requires protection and revitalization. Creative approaches to
heritage conservation, such as adaptive reuse, heritage-led regeneration, and
community-driven restoration projects, breathe new life into neglected spaces
while preserving their historical and cultural significance. By transforming heritage
sites into cultural hubs, creative clusters, and social enterprises, Romania's creative
sectors contribute to sustainable urban development, economic revitalization, and
cultural preservation.

10. Public Engagement and Advocacy: The creative sectors have the power to
inspire public engagement and advocacy on sustainability issues through art,
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design, and storytelling. Visual arts exhibitions, design interventions, and film
screenings can raise awareness, stimulate dialogue, and mobilize action on pressing
environmental and social challenges, such as climate change, biodiversity loss, and
social inequality. By amplifying diverse voices, narratives, and perspectives,
creative expressions empower communities to advocate for policy change,
collective action, and sustainable lifestyles, driving positive societal
transformation.

11. Resilience and Innovation in Times of Crisis: During times of crisis, such as
the COVID-19 pandemic, the creative sectors demonstrate resilience and
adaptability, contributing to economic recovery and social cohesion. Artists,
designers, and cultural organizations pivot to digital platforms, virtual events, and
online collaborations to continue engaging audiences, supporting livelihoods, and
fostering creativity in challenging circumstances. By harnessing digital
technologies, social networks, and creative solutions, the creative sectors inspire
resilience, innovation, and solidarity, paving the way for a more sustainable and
inclusive post-pandemic future.

In conclusion, the creative sectors in Romania, encompassing visual arts,
design, film, and technology-driven industries, are dynamic contributors to the
country's sustainable development agenda. Through their innovative practices,
cultural expression, and collaborative endeavors, these sectors play a vital role in
shaping a more inclusive, resilient, and environmentally sustainable society. The
creative sectors in Romania are multifaceted contributors to the country's
sustainable development agenda, leveraging their cultural capital, innovative
practices, and social influence to drive positive change across economic,
environmental, and social dimensions. By harnessing the transformative potential
of creativity, collaboration, and cultural expression, Romania can build a more
resilient, equitable, and sustainable society for present and future generations.

7. The role of cultural initiatives in enhancing social inclusivity, fostering
entrepreneurial ecosystems, and driving technological advancements to align
with sustainable principles

Cultural initiatives play a multifaceted role in enhancing social inclusivity,
fostering entrepreneurial ecosystems, and driving technological advancements that
align with sustainable principles. Here's a deeper look at each aspect (Silviu, B.,
Oana, P., Stefania, N., & Victor, O., 2011).
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1. Enhancing Social Inclusivity

- Community Engagement: Cultural initiatives often involve local communities
in the planning and execution of events, exhibitions, and programs. This
engagement fosters a sense of ownership and belonging, making cultural spaces
more inclusive and accessible to people from diverse backgrounds.

- Celebrating Diversity: Cultural initiatives celebrate the diversity of cultures,
identities, and perspectives within society. By showcasing different traditions,
languages, and art forms, these initiatives promote understanding, empathy, and
social cohesion, breaking down barriers and fostering a more inclusive society.

- Addressing Social Issues: Many cultural initiatives address social issues such
as inequality, discrimination, and exclusion through artistic expression, advocacy,
and education. By raising awareness and facilitating dialogue on these issues,
cultural initiatives contribute to social change and empower marginalized
communities.

- Promoting Accessible Spaces: Cultural initiatives strive to create inclusive
spaces that are accessible to people of all backgrounds, abilities, and ages. This
may involve providing accommodations such as wheelchair ramps, sign language
interpretation, or sensory-friendly environments to ensure that everyone feels
welcome and valued.

- Empowering Marginalized Communities: Cultural initiatives often prioritize
the voices and perspectives of marginalized communities, including minorities,
immigrants, LGBTQ+ individuals, and people with disabilities. By providing
platforms for these communities to share their stories, express their identities, and
showcase their talents, cultural initiatives empower them to participate more fully
in society and contribute to cultural diversity.

- Building Bridges Across Differences: Cultural initiatives facilitate dialogue,
understanding, and empathy across cultural, social, and political divides. Through
artistic expression, storytelling, and community engagement, these initiatives
encourage people to see beyond stereotypes and prejudices, fostering connections
and building bridges of solidarity and mutual respect.

2. Fostering Entrepreneurial Ecosystems

- Supporting Creative Entrepreneurs: Cultural initiatives provide platforms for
creative entrepreneurs to showcase their talents, network with peers, and access
resources such as funding, mentorship, and training. This support helps to grow the
creative economy and build a vibrant ecosystem of cultural and creative industries.
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- Spurring Innovation: Cultural initiatives encourage experimentation, risk-
taking, and innovation in artistic practices and business models. This culture of
creativity fosters entrepreneurship by inspiring individuals to think outside the box,
explore new opportunities, and develop innovative solutions to societal challenges.

- Collaboration and Networking: Cultural initiatives facilitate collaboration and
networking among artists, designers, technologists, and other stakeholders. These
connections lead to new partnerships, projects, and ventures that drive economic
growth and create value for both individuals and communities.

- Incubating Creative Ventures: Cultural initiatives often serve as incubators for
creative startups and small businesses, providing them with the resources,
mentorship, and networking opportunities needed to thrive. By nurturing a
supportive ecosystem of creative entrepreneurship, these initiatives stimulate
economic growth, job creation, and innovation within the cultural and creative
industries.

- Catalyzing Cross-Sector Collaboration: Cultural initiatives bring together
stakeholders from diverse sectors, including government, academia, business, and
civil society, to collaborate on projects and initiatives that benefit the creative
economy. This cross-sector collaboration fosters synergies, accelerates innovation,
and generates new opportunities for collaboration and partnership.

- Promoting Sustainable Business Practices: Cultural initiatives promote
sustainable business practices within the creative sector, encouraging entrepreneurs
to adopt environmentally friendly and socially responsible approaches to production,
distribution, and consumption. This may include sourcing materials ethically,
reducing waste, and investing in renewable energy and fair labor practices.

3. Driving Technological Advancements Aligned with Sustainable Principles

- Creative Use of Technology: Cultural initiatives leverage technology to
enhance artistic expression, audience engagement, and organizational efficiency.
This includes using digital tools, multimedia platforms, and interactive experiences
to create immersive and impactful cultural experiences.

- Promoting Sustainability: Cultural initiatives integrate sustainability principles
into their operations, events, and programming. This includes adopting eco-friendly
practices, reducing waste, and raising awareness about environmental issues
through artistic means.

- Exploring Emerging Technologies: Cultural initiatives explore emerging
technologies such as virtual reality, augmented reality, and artificial intelligence to
push the boundaries of creativity and expression. These technologies open up new
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possibilities for artists, designers, and creators to innovate while also addressing
societal challenges in sustainable ways.

- Experimenting with New Technologies: Cultural initiatives serve as testing
grounds for experimenting with new technologies and digital tools, such as virtual
reality, augmented reality, and artificial intelligence, to enhance artistic expression,
audience engagement, and organizational efficiency. By pushing the boundaries of
creativity and innovation, these initiatives inspire new ways of thinking and
working that drive technological advancement.

- Harnessing Technology for Sustainability: Cultural initiatives harness
technology to address environmental challenges and promote sustainability,
whether through digital art installations that raise awareness about climate change,
online platforms that facilitate sharing and collaboration among artists and creators,
or data-driven solutions that optimize resource use and minimize environmental
impact.

- Advocating for Ethical Tech Use: Cultural initiatives advocate for ethical and
responsible use of technology, raising awareness about the potential risks and
consequences of technological advancements such as data privacy violations,
algorithmic bias, and digital exclusion. By promoting dialogue and critical thinking
around these issues, these initiatives help to ensure that technological
advancements align with sustainable principles and benefit society as a whole.

In summary, cultural initiatives play a vital role in promoting social inclusivity,
fostering entrepreneurial ecosystems, and driving technological advancements that
align with sustainable principles. By embracing diversity, encouraging creativity,
and leveraging technology, these initiatives contribute to building more inclusive,
resilient, and sustainable communities.

8. Policy implications and strategic recommendations for harnessing the
full potential of creative sectors in Romania

Harnessing the full potential of creative sectors in Romania requires a
comprehensive policy framework and strategic approach that addresses various
dimensions of cultural and economic development. Here are some policy
implications and strategic recommendations:

Policy Implications (Pavel, A., Moldovan, B. A., Kourtit, K., & Nijkamp, P. ,
2020)

1. Integrated Policy Framework: Develop an integrated policy framework that
recognizes the interconnectedness of cultural, economic, social, and environmental
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dimensions. This framework should promote collaboration across government
departments, agencies, and stakeholders to maximize the impact of creative sectors
on sustainable development.

2. Inclusive Approach: Ensure that policies and initiatives are inclusive and
equitable, taking into account the needs and perspectives of all stakeholders,
including artists, entrepreneurs, cultural workers, marginalized communities, and
underrepresented groups.

3. Investment in Infrastructure: Prioritize investment in cultural infrastructure,
including cultural institutions, creative hubs, artist studios, performance venues,
and digital platforms. This infrastructure should be accessible, affordable, and
adaptable to meet the diverse needs of creative practitioners and audiences.

4. Education and Training: Strengthen education and training programs in the
creative sectors to develop talent, skills, and entrepreneurship capabilities. This
includes integrating arts and creativity into formal education curricula, expanding
vocational training opportunities, and providing mentorship and support for
emerging artists and entrepreneurs.

5. Promotion of Cultural Diversity: Promote cultural diversity and intercultural
dialogue through policies that support minority languages, indigenous cultures,
immigrant communities, and diverse artistic expressions. This includes funding
multicultural festivals, supporting bilingual education, and preserving intangible
cultural heritage.

6. Support for Creative Industries: Provide targeted support for creative
industries, including funding, tax incentives, access to finance, and business
development services. This support should be tailored to the specific needs of
different sectors, such as visual arts, design, film, performing arts, and digital
media.

7. Collaboration with Technology Sector: Foster collaboration between the
creative sectors and the technology sector to drive innovation, digital
transformation, and technological advancements. This includes supporting research
and development initiatives, promoting digital literacy, and investing in
infrastructure for digital content creation and distribution.

8. Sustainable Practices: Promote sustainable practices within the creative
sectors, including environmental sustainability, social responsibility, and ethical
business practices. This includes incentivizing eco-friendly production methods,
reducing carbon footprint, and promoting fair labor standards and diversity
inclusion.
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9. Cultural Diplomacy: Utilize cultural diplomacy as a tool for promoting
Romania's soft power and enhancing its global presence. This involves supporting
international cultural exchange programs, artistic collaborations, and cultural
diplomacy initiatives to strengthen diplomatic relations, foster mutual
understanding, and showcase Romania's cultural heritage and contemporary
creativity on the world stage.

10. Cultural Infrastructure Development: Invest in the development of cultural
infrastructure, including museums, galleries, theaters, and cultural centers,
particularly in underserved regions and rural areas. This involves upgrading
existing facilities, building new cultural venues, and improving accessibility to
cultural resources and services to ensure that all citizens have opportunities to
engage with the arts and culture.

11. Creative Placemaking: Embrace creative placemaking strategies to revitalize
urban and rural communities, stimulate economic development, and improve
quality of life. This involves integrating arts and culture into urban planning,
community development, and placemaking initiatives to create vibrant, inclusive,
and sustainable neighborhoods and public spaces that reflect local identity and
foster social connections.

12. Cultural Heritage Preservation: Strengthen efforts to preserve and safeguard
Romania's cultural heritage, including historic buildings, monuments,
archaeological sites, and intangible cultural heritage. This involves implementing
policies and regulations to protect cultural heritage assets from threats such as
urbanization, pollution, climate change, and unsustainable tourism, while also
promoting heritage conservation and heritage-led regeneration initiatives that
enhance the socio-economic value of cultural heritage assets.

Strategic Recommendations (Cristian, D., Mihail, P. R., Stefan, 1., Dobrea, C.
R., Radu-Daniel, P., Camelia, T., ... & Adrian, S., 2015)

1. Strategic Planning: Develop a national strategy for the creative economy that
sets clear goals, targets, and timelines for promoting the growth and sustainability
of creative sectors. This strategy should be developed through a participatory
process involving stakeholders from government, industry, academia, and civil
society.

2. Networking and Collaboration: Facilitate networking and collaboration
among creative practitioners, organizations, and institutions to foster innovation,
knowledge exchange, and collective action. This includes organizing networking
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events, conferences, and collaborative projects that bring together diverse
stakeholders to address common challenges and opportunities.

3. Internationalization: Promote the internationalization of the creative sectors
by facilitating export opportunities, cultural exchange programs, and participation
in international markets, festivals, and events. This includes supporting export
promotion initiatives, providing market intelligence and trade facilitation services,
and fostering partnerships with international counterparts.

4. Cultural Tourism Development: Invest in cultural tourism development
initiatives that leverage Romania's rich cultural heritage and creative assets to
attract domestic and international visitors. This includes developing cultural
tourism routes, promoting cultural events and festivals, and improving tourist
infrastructure and services.

5. Digital Innovation: Foster digital innovation and entrepreneurship in the
creative sectors by supporting startups, incubators, and accelerators focused on
creative industries. This includes providing funding, mentorship, and access to
networks and resources for digital content creation, distribution, and monetization.

6. Evaluation and Monitoring: Establish mechanisms for monitoring and evaluating
the impact of policies and initiatives on the creative economy. This includes collecting
data, measuring key performance indicators, and conducting regular evaluations to
assess progress, identify gaps, and inform future decision-making.

7. Capacity Building: Invest in capacity building initiatives to strengthen the
resilience, competitiveness, and sustainability of the creative sectors. This includes
providing training and technical assistance in areas such as business development,
marketing, intellectual property rights, and access to finance.

8. Creative Economy Mapping: Conduct comprehensive mapping and analysis
of the creative economy in Romania to better understand its size, scope, and
contribution to the overall economy. This involves collecting data on creative
industries, occupations, and businesses, as well as identifying growth sectors,
emerging trends, and areas for intervention to inform policy-making and resource
allocation.

9. Cultural Entrepreneurship Incubation: Establish incubation programs,
accelerators, and co-working spaces tailored specifically to support cultural
entrepreneurs and creative startups. This involves providing tailored support
services, mentorship, networking opportunities, and access to funding and markets
to help creative entrepreneurs develop viable business models, scale their ventures,
and contribute to economic growth and job creation.
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10. Cross-Sectoral Collaboration: Encourage cross-sectoral collaboration and
partnerships between the creative sectors and other industries, such as tourism,
technology, education, and healthcare, to drive innovation, diversification, and
competitiveness. This involves fostering collaboration through joint projects,
research initiatives, innovation clusters, and industry associations to leverage
synergies, share resources, and address common challenges and opportunities.

11. Youth Engagement and Empowerment: Invest in programs and initiatives to
engage and empower young people in the creative sectors, including education and
training programs, mentorship schemes, creative competitions, and youth-led
projects. This involves fostering creativity, entrepreneurship, and civic engagement
among young people, as well as providing opportunities for skill development,
career advancement, and civic participation in cultural and creative activities.

12. Cultural Policy Evaluation: Establish mechanisms for evaluating the
effectiveness and impact of cultural policies and initiatives in Romania. This
involves conducting regular evaluations, impact assessments, and performance
reviews to assess the outcomes, outputs, and outcomes of cultural policies, as well
as identifying lessons learned, best practices, and areas for improvement to inform
evidence-based decision-making and policy formulation.

By implementing these policy implications and strategic recommendations,
Romania can harness the full potential of its creative sectors to drive economic
growth, promote social inclusion, foster cultural diversity, and advance sustainable
development for the benefit of its citizens and communities.

9. A comprehensive approach that integrates cultural policies with
innovation strategies to create an environment conducive to -creativity,
collaboration, and sustainable growth

Integrating cultural policies with innovation strategies is essential for creating
an environment that fosters creativity, collaboration, and sustainable growth in
Romania. Here's a comprehensive approach to achieve this integration:

Establishing a Creative Economy Strategy (Veress, E., 2010)

- Policy Alignment: Align cultural policies with innovation strategies to ensure
coherence and synergy between efforts to promote creativity, cultural expression,
and economic innovation.

- Cross-Sectoral Collaboration: Foster collaboration between cultural
institutions, innovation agencies, educational institutions, and industry stakeholders
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to leverage diverse perspectives, resources, and expertise in fostering creativity and
innovation.

- Inclusive Approach: Ensure that policies and initiatives are inclusive,
equitable, and accessible to all stakeholders, including artists, entrepreneurs,
researchers, and communities from diverse backgrounds.

Supporting Creative Industries (Mihai, A., & Butiu, O. , 2012).

- Entrepreneurial Ecosystems: Develop supportive ecosystems for creative
entrepreneurship by providing access to funding, mentorship, incubation, and
networking opportunities tailored to the needs of creative startups and businesses.

- Innovation Hubs: Establish innovation hubs, creative clusters, and cultural
districts that bring together creative professionals, technologists, researchers, and
entrepreneurs to collaborate, innovate, and co-create new products, services, and
experiences.

- Skills Development: Invest in education, training, and capacity-building
programs that equip individuals with the skills, knowledge, and competencies
needed to succeed in the creative economy, including digital literacy,
entrepreneurship, and interdisciplinary collaboration.

3. Promoting Cultural Heritage and Innovation:

- Digital Transformation: Embrace digital technologies, such as virtual reality,
augmented reality, and artificial intelligence, to preserve, promote, and innovate
around cultural heritage assets, making them more accessible, interactive, and
engaging to diverse audiences.

- Open Innovation: Promote open innovation approaches that involve
collaboration between cultural heritage institutions, creative industries, technology
developers, and communities to co-create innovative solutions for preserving and
promoting cultural heritage.

- Cultural Tourism Innovation: Encourage innovation in cultural tourism by
leveraging technology, storytelling, and immersive experiences to enhance visitor
engagement, diversify tourism offerings, and support local economies while
preserving cultural authenticity and integrity.

Leveraging International Partnerships (lancu, T., Petre, 1. L., Tudor, V. C.,
Micu, M. M., Ursu, A., Teodorescu, F. R., & Dumitru, E. A., 2022).

- Cultural Diplomacy: Use cultural diplomacy as a tool for building
international partnerships, fostering cross-cultural understanding, and promoting
Romania's cultural heritage and creative industries on the global stage.
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- Export Promotion: Support creative industries in accessing international
markets and export opportunities through trade missions, market development
initiatives, and participation in international festivals, fairs, and exhibitions.

- Knowledge Exchange: Facilitate knowledge exchange, collaboration, and
networking between Romanian creative professionals and their international
counterparts through exchange programs, residencies, and collaborative projects.

Monitoring and Evaluation

- Impact Assessment: Establish mechanisms for monitoring and evaluating the
impact of integrated cultural and innovation policies on creativity, economic
growth, social inclusion, and environmental sustainability.

- Data Collection: Collect data, indicators, and benchmarks to track progress,
identify trends, and inform evidence-based decision-making and policy
adjustments.

- Stakeholder Engagement: Engage stakeholders, including government
agencies, industry associations, academia, and civil society organizations, in the
monitoring and evaluation process to ensure transparency, accountability, and
stakeholder ownership of the policy-making process.

By adopting this comprehensive approach to integrating cultural policies with
innovation strategies, Romania can create an environment that nurtures creativity,
fosters collaboration, and drives sustainable growth across the cultural and creative
sectors, contributing to the country's overall prosperity and well-being.

Conclusion

In conclusion, this research highlights the significant role of the creative sectors
as catalysts for transformative change in Romania's journey towards sustainability.
By acknowledging and harnessing the intrinsic link between culture and
innovation, policymakers, business leaders, and cultural practitioners can
collaboratively shape a path towards a more resilient and vibrant future for the
nation.

This paper contributes valuable insights to the discourse on the intersection of
culture, innovation, and sustainability. By recognizing the potential of creative
sectors to drive economic, social, and environmental progress, it offers a roadmap
for unlocking their full potential in Romania's sustainable development trajectory.

Through strategic policy interventions, investment in infrastructure and
education, promotion of cross-sectoral collaboration, and fostering an inclusive and
supportive ecosystem for creative entrepreneurship, Romania can harness the

89



Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

transformative power of its cultural heritage and creative industries to build a more
sustainable and prosperous future for its citizens.

By embracing creativity, collaboration, and innovation, Romania can position
itself as a leader in the global creative economy while preserving its cultural
identity, promoting social inclusion, and addressing pressing environmental
challenges. The integration of cultural policies with innovation strategies represents
a holistic approach to sustainable development, offering a blueprint for unlocking
the full potential of creative sectors in Romania and beyond.

Of course! Here's a more detailed expansion on the previous conclusion:

The paper posits that the fusion of culture and innovation holds immense
potential for advancing sustainability goals across economic, social, and
environmental dimensions. Through a strategic and concerted effort, Romania can
harness this potential to drive progress and prosperity for its citizens while
preserving its cultural heritage.

This research contributes significant insights to the ongoing discourse
surrounding the convergence of culture, innovation, and sustainability. By
recognizing the catalytic role of creative sectors in driving sustainable
development, the paper provides a roadmap for unlocking their full potential within
Romania's national trajectory.

Key recommendations include strategic policy interventions aimed at fostering
an enabling environment for creative entrepreneurship, investment in cultural
infrastructure and education, promotion of cross-sectoral collaboration, and the
cultivation of an inclusive ecosystem that supports diverse cultural expressions.

Ultimately, by embracing creativity, collaboration, and innovation, Romania can
position itself as a global leader in the creative economy while simultaneously
addressing pressing societal and environmental challenges. The integration of
cultural policies with innovation strategies represents a comprehensive approach to
sustainable development, offering a blueprint for maximizing the contributions of
creative sectors to Romania's future prosperity and well-being.

In conclusion, the research underscores the pivotal role of the creative sectors as
drivers of transformative change within Romania's trajectory towards
sustainability. By acknowledging and leveraging the inherent connection between
culture and innovation, stakeholders including policymakers, business leaders, and
cultural practitioners have the opportunity to collaboratively steer the nation
towards a future that is both resilient and dynamic.
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Abstract: This paper aims to treat the sensitive subject of open access to
academic information sources, from the perspective of the concept of
sustainable development. In this sense, the paper will briefly present some
points of view regarding open access to academic information sources,
definitions of open access and what free source or open source means.
Defining the objectives of sustainable development as well as the role of
universities in the context of the current world is essential in order to form the
correct opinion among the beneficiaries of academic information sources. The
objectives of Angeda 2030 for sustainable development and their application
to the academic world will be defined and solutions will be proposed for
general access to academic information, without costs or risks of intellectual
property infringement. We all know that in creating a research content, the
main challenge is to document yourself, without the risk of violating
intellectual property and its principles. Last but not least, the work will also
offer some recommendations regarding the methods of verifying the veracity of
the sources as well as the authenticity of the information.

Keywords: open, access, information, sourcess,sustainable, developement.

JEL classification: M12, M15, M38

93


https://doi.org/10.26458/2415

Annals of Spiru Haret University.
Economic Series

Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

Introduction

In a world that seems to have all possible resources but in which access to these
resources is increasingly restricted by regulations regarding the protection of
intellectual property, the role of universities in mediating access to sources
becomes essential. Universities are the ones who understand and have the ability to
properly manage access to information for research, but also those who can
guarantee the quality of the sources and the veracity of the information. Because
another problem of information from open sources is, of course, that of authenticity
and correctness.

Thus, assuming the role of public educator, universities will be increasingly
motivated to reach the general public through archives and open access academic
journals, thus reconnecting directly with community members and ensuring the
future of learning.

The current convergence among various open approaches to intellectual
property represents a common commitment to a larger public sphere. These
approaches extend well beyond the university and yet it remains the primary
institutional force in sustaining this open economy. Still, its commitment to this
openness has come into question, with talk of campus commercialization of
knowledge. You can hear the ambiguity (if not temptation) around these issues, if
you listen closely, in the recent words of Lee C. Bollinger, President of Columbia
University and a First Amendment scholar: "We are now at a new period where
universities are re—entering the world. If we don’t understand issues like poverty,
modern communications and how the world looks from Nairobi and Bombay
[Mumbai], we will not serve the world"?

The first and most important role of universities is to draw the framework of
open sources correctly and to define their access limits concretely and precisely.

1. What is the context? What is an open source?

A publication is defined 'open access' when there are no financial, legal or
technical barriers to accessing it - that is to say when anyone can read, download,
copy, distribute, print, search for and search within the information, or use it in
education or in any other way within the legal agreements.

! Andrew Abbott, 2002. "The disciplines and the future," In: Steven Brint (editor). The
future of the city of intellect: The changing American university. Stanford, Calif.: Stanford
University Press, pp. 205-230.
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Open access is a publishing model for scholarly communication that makes
research information available to readers at no costs, as opposed to the traditional
subscription model in which readers have access to scholarly information by
paying a subscription (usually via libraries).

The main regulation that lead the protection of intellectual rights but also one of
the obstacles that actually stand in the way of the free diffusion of technologies is
constituted by the rules protecting intellectual property rights (Intellectual Property
Rights, IPR).

Intellectual property rights are customarily divided into two main areas:

(1) Copyright and rights related to copyright

The rights of authors of literary and artistic works (such as books and other
writings, musical compositions, paintings, sculpture, computer programs and films) are
protected by copyright, for a minimum period of 50 years after the death of the author.

Also protected through copyright and related (sometimes referred to as
“neighbouring”) rights are the rights of performers (e.g. actors, singers and
musicians), producers of phonograms (sound recordings) and broadcasting
organizations. The main social purpose of protection of copyright and related rights
is to encourage and reward creative work.

(2) Industrial property

Industrial property can usefully be divided into two main areas:

One area can be characterized as the protection of distinctive signs, in particular
trademarks (which distinguish the goods or services of one undertaking from those
of other undertakings) and geographical indications (which identify a good as
originating in a place where a given characteristic of the good is essentially
attributable to its geographical origin).

Copyright and industrial property, however, presuppose intellectual property
rights, which are rigidly regulated and which limit the access of interested parties
to information sources.

In order to meet the problems related to the limitation of access to free
information, the European Union has developed various rules to facilitate access, at
least in the online space. An example of excellence in this sense is the declaration
from Berlin, from 2003, which provides for free access to academic information in
the virtual space, and wich declare that:

,»The Internet has fundamentally changed the practical and economic realities of
distributing scientific knowledge and cultural heritage. For the first time ever, the
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Internet now offers the chance to constitute a global and interactive representation of
human knowledge, including cultural heritage and the guarantee of worldwide access.

We, the undersigned, feel obliged to address the challenges of the Internet as an
emerging functional medium for distributing knowledge. Obviously, these
developments will be able to significantly modify the nature of scientific
publishing as well as the existing system of quality assurance.

In accordance with the spirit of the Declaration of the Budapest Open Access
Initiative, the ECHO Charter and the Bethesda Statement on Open Access
Publishing, we have drafted the Berlin Declaration to promote the Internet as a
functional instrument for a global scientific knowledge base and human reflection
and to specify measures which research policy makers, research institutions,
funding agencies, libraries, archives and museums need to consider.”?

However, today's society also faces another problem, in its generous approach
to use intellectual heritage for the purpose of saving: the unequal access to
information sources and the impossibility of the real beneficiaries to access the
fundamental information to save themselves.

Hence the idea of lack of sustainability that derives from:

1. the difference between the high level reached by many technologies

2. the fact that most of them are simply not accessible to the majority of people®

Table 1: Historically prominent inequality-generating resources

* Coercive means, including weapons, jails, and organized specialists in violence;
* Labour, especially skilled and/or effectively coordinated labour;
* Land, including natural resources located in and upon it;
* Commitment-maintaining institutions such as religious sects, kinship
systems, patron-client networks, and trade diasporas;
* Machines, especially machines that convert raw materials, produce
goods or services, and transport persons, goods, services, or information;
* Financial capital—transferable and fungible means of acquiring property rights;
* Information, especially information that facilitates profitable, safe, or coordinated action;
* Media that disseminate such information;
* Scientific-technical knowledge, especially knowledge that facilitates
intervention—for good or evil—in human welfare.

Source: Giorgio F. Signorini Open Access, Open Science per una scienza sostenibile

2 Berlin Declaration on Open Access to Knowledge in the Sciences and Humanities
3 [Tilly, 2007]’Unequal Access to Scientific Knowledge”
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One of the obstacles that actually stand in the way of the free diffusion of
technologies consists of the rules protecting property rights intellectual property
rights (IPR). In particular:

- copyright, regarding access to knowledge

- patents, regarding the use of innovative technologies

Figure 1: Intellectual Property Rights (IPR)

This waste of
human life could be prevented by known (to humanity as a whole) technologies, many of
which are simply not available to those that need it. Availability is restricted by both the
cost of access (such as pay-to-view articles on renewable electricity generation under
copyright by the IEEE)* and by companies wielding patent law to maximize profit at the
cost of human lives (e.g. restricting the sale of antiretroviral drugs to treat HIV in Africa)

[Pearce, 2012]

Source: Joshua M Pearce. The case for open source appropriate technology. Environment,
Development and Sustainability, 14(3):425-431, 2012.

2. THE 2030 AGENDA FOR SUSTAINABLE DEVELOPMENT

Fortunately, however, the European Union has devised a plan for sustainable
development, providing within the 2030 Agenda for Sustainable Development,
precise objectives regarding general access to essential information.

In order to support the implementation of the Sustenaible Development Goals,
assumed in the Agenda 2030, it was implemented the HESI Partner Programme,
wich involves the role of academic and university world in our sustenaible future.

For the implementation of the Sustainable Development Goals (SDGs) to have
the greatest impact, they have to be interwoven and mainstreamed into national
policies, plans and strategies. This notion also applies to programmes, curricula,
and strategies of Higher education institutions (HEIs), which act as hubs for
innovation and critical thinking, nurturing each generation of leaders, policy
makers, entrepreneurs, scientists, researchers, and educators. HEIs also play a
crucial role in fostering better understanding about the SDGs and their
interconnectedness; all key elements of making progress towards implementing the
2030 Agenda for Sustainable Development.

Launched in 2022, the HESI Partner Programme (HPP) initiative aims to
connect higher education institutions, networks, and student organizations,
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fostering a community of shared learning in support of integrating the SDGs into
curricula, research programs, and campus practices. Its purpose is to facilitate the
transfer of knowledge and draw from the diverse expertise and experiences of
individuals working in various circumstances, believing that everyone has
something valuable to offer in the process of SDG integration, regardless of their
stage in doing so.

The initiative began by conducting a mapping of expertise and needs analysis
within the higher education community regarding the integration of the SDGs
through an open online application process. This was completed in early 2023,
resulting in 59 members joining the programme, representing 32 countries from all
regions. The needs depicted in the applications helped identify three priority areas:
1) curricula 2) research, development, and innovation and 3) student and campus
action.

On 18 April 2023, a Curricula Workshop was conducted, featuring a
presentation on good practices by Rollins College. Participants were then divided
into small groups for "speed partnering,”" allowing them to meet with other
members and establish networking connections to lay the groundwork for future
partnerships. The initiative plans to host additional curricula workshops and
workshops for the remaining focus groups throughout 2023, both in-person and
virtual as resources allow.

To further strengthen relationships and knowledge sharing, the initiative will
continue to foster deeper collaboration among higher education institutions to
advance SDG integration.

Conclusion

There is a legal framework that protects our work and supports us in our daily
activity.

This legal framework can prevent the free dissemination of information, but we
have at our disposal "tools" with the help of which we can open free access to
information.

The sustainable development strategy imposes responsibility and involvement
and ensures free access to the immense knowledge heritage that humanity has
stored online, in safe conditions and economic profitability.

There are three principles on which the functionality of free information in the
scientific world is based:
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collaboration
sharing of resources and results between contractually/geographically/creativity
incentive to follow their own inclinations and needs; and projects

4. modularity the production of specialized instruments is combinable between
them

The application of the three principles produces important advantages:

a) efficiency

b) avoid "reinventing the wheel" several times

c) quality

d) flexibility

e) assistance

f) low costs

g) avoid forced loyalty ("vendor lock-in")

Last but not least, for a sustainable development of the scientific world,
responsibility and involvement are needed. The information freely disseminated
and received must be verified and certified, so that the resources made available for
free circulation are part of a real patrimony of knowledge and do not constitute a
simple transfer of data.

To verify information online, the article or information must always answer
three questions:

1. Who, references about the author, name, academic references

2. When it was posted, the validity of the information, data about the
publication of the article and the collection of data used in the elaboration of the
article

3. type of article, personal opinion or proven facts supported by official
information. Documented articles must contain a bibliography, which thus
becomes an operational and useful tool and not a "chore".

wh e
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Abstract

The information reflected in newspapers is to be announced to millions of
people with an aim to evoke the interest of the reader; the means of the
figurative language help to make the newspaper text more emotional and
moving. The newspapers content depends on the topicality of the event
announced and it is really necessary to render the fresh news by using the right
language techniques, so the usage of figurative language makes the newspaper
materials more engaging towards the audience. The paper examines the
examples of figurative language used in Kyrgyz newspapers focused on the
country economics; the analysis of the newspaper materials helps to observe
the significance of the figurative means in newspaper texts. The paper
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hypothesis is that the newspaper texts structure has a great role in the process
of gaining readers’ interest.

Keywords: figurative language, the Kyrgyz language, newspaper,
economics, structure.

JEL Classification: 019, Z13

Introduction

Every text both an oral or written one has an addressee to perceive the given
information, therefore an addressers in their turn use the variety of strategies in
order to attract the reader’s attention, to get him interested. The figurative language
is different with its creative wording, unreal images and diversity of thoughts. The
main purpose of the figurative language usage is to give the text vivid and bright
features in order to involve the audience interest; thus in literature the authors use
this language with an aim to make the reader or spectator live through the plot,
have clear image of each character, feel the smells and colours depicted.

The language of metaphors and idioms has been often used in other social
spheres as well, like the newspapers, advertisements, performing its main function
— to intrigue a reader or a customer. The right choice of the vocabulary helps to
describe the intended message in more vivid and emotional way by arousing the
readers’ curiosity, by giving words another specific meaning, by giving opportunity
to compare two different things, by using the language with unusual constructions.

Literature Review

Figurative language style necessarily touches upon such general language
problems as the aesthetic function of language, synonymous ways of rendering one
and the same idea, emotional colouring in language, the interrelation between
language and thought, the individual manner of an author in making use of
language and a number of other issues [Galperin I.LR, 1981]. It is known that
among multiple functions of the word the main one is to denote,
denotational meaning thus being the major semantic
characteristic of the word [Kukharenko V.A., 2000], by using the
figurative elements in the text we may underline the connotative meaning of the
word and reveal the hidden traits of the given information. It is well known that the
figurative language is often used in speaking and writing to express ideas and
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emotions, and to affect the views and attitudes of others [Alice Deignan, Jeanette
Littlemore, Elena Semino, 2013].

The creative interplay of language and thought is particularly evident in
figurative language [Albert N. Katz, Christina Cacciari, Raymond V. Gibbs, Jr.
Mark Turner, 1998]. The way the addresser expresses the gist of the given thought
verbally determines the level of the information perception. The figurative
language cannot be appropriate and effective in all spheres of social life. However,
there is increasing evidence that the use of figurative language varies depending on
the nature of the communicative activity, or more specifically depending on factors
such as topic, audience, mode of communication, situational context [Alice
Deignan, Jeanette Littlemore, Elena Semino, 2013]. In this paper there is an
attempt to examine the structure of the figurative language used in the Kyrgyz
economic newspaper headlines; to analyze the impact the figurative language has
on the reader.

Figuratives in News Headlines

Nowadays in the era of high technologies mostly the Internet newspapers are
being read. A modern man would accept the Internet as the living essential number
one, so we have observed the usage of figurative language in the worldwide
network. The style of language is mainly official through the main informational
Internet sites, whereas at the sections of economics and business news we could
find some examples of figurative language features:

Health-Insurance Costs are Taking Biggest Jumps in Years [7] — the
construction to take big jump is being used to express a big change in a process, so
in the paper it shows the increasing of the costs in insurance; usage of this
idiomatic expression in this sentence makes it more interesting to read.

Rates are up. We're just starting to Feel the Heat [8] — the construction to feel
the heat denotes the uncomfortable pressing situation; in the given headline the
idiom gives the sentence more powerful images about the prices up in business
areas. If the sentences [7] and [8] were used without the idiomatic expressions to
take big jump and to feel the heat the papers probably would not have such a strong
challenge to a reader; so the figurative means give a sentence the deep and strong
contextual meaning.

Belonging to the vast rich Turkic language family the Kyrgyz language is a
semantically rich language full of expressions with figurative meaning, so called
phraseological units (¢ppaseomoruzmaep) which represent unique lexical-semantic
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meaning of the given notion. In comparison with the English mass media sources
the Kyrgyz informational sites’ language is more expressive by using proverbs and
sayings; the usage of bright language means increases the addressers’ interest to the
given information.

At present time in Kyrgyzstan we have great number of newspapers working on
different social spheres. The language style of these newspapers turned out to be
quiet rich and expressive. In order to observe the colourful language of the Kyrgyz
media sources we have taken several papers in Kyrgyzstan where we have been
focused on the texts with economic context:

Koimaii okmomy aba Oyneamvlubiha anvin KeleeH OAKOHYH IKOHOMUKATIbIK
ocyy mooenune cozywi xyucapuianaool (1). Builiuxmepoun uwiy — uiaapaapost
MyMUyKmypzan mymyH-4ayovl azaumyycy menen canaiam [9] — these sentences
are taken from the speech of Gulnara Kasmambetova a journalist in BBC, in the
sentence (1) the phrase coeyut orcapuvisinoo - declaring the war is being used in
order to strengthen the problem of air pollution in the country, to show the urgency
of the issue the hyperbole was used; the word mymuykmypyy — to choke one has
been used in extremely strong context underlining the information that the city has
become breathless as a result of heavy air pollution, the usage of metonymy helps a
reader to imagine the importance of the given news.

Dnepeemuxa MUHUCMPAUSUHUH 9TOUH «KAHBIH WYKEH)» KOPPYNYUSIbIK
agepacvin kum moxmomom? [10] — the headline expresses the corrupted affairs
by the Ministry of Energy, in order to strengthen the significance of the
corruption the phrase has been used: kauwin uuyy — to drink somebody’s blood,
the same context is given in the next example:

Buwixex waapein maza cyy Menen Kamcul3 KblLyy YYYH aibiHean 26 MULIUOH
egpony kum scezen? [10] — the idiomatic phrases xanwvin uuyy and owcen canyy are
being used in order to depict the harm of the corruptive operations in the country.

Amepuxa Bopbop Aszusnvl 60opyna mapma anaoer? [11] — expressing the
relations between the USA and the Central Asian countries in idiomatic context
with an aim to give precise meaning to the given topic.

Espobupumouxme  Vkpaunanvin KenimupeeH 3bIAHbIHAH — VIAM — KOH2YPOO
kazviiyyoa [12] — in the sentence the phrase xoyeypoo kaeyy renders the idea of
emergency, to pay strong attention to given issues.

BPUKC mamnekemmepunuH 5KOHOMUKACLIHLIH Kyaausl ycaivlayyoa [12] — the
sentence with the phrase xyrnau orcaroy says about the economic big scales’
spreading of the BRICS countries; there we have found one more sentence with the
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same phrase - Amepukanvix sxonomucm BPUKCmun Kynauvt myypanyy [12] — it
has been said about the possibilities of the BRICS countries from the economist’s
point of view.

Poccus HATOuyH 003 konmypzon Kannvln auvlkka yvieapowt [12] — usage of
such idiomatic expressions 003 xenmypyy and xarnvin auvikka ysieapyy really
gives the present sentence a strong meaning describing the political state between
Russia and NATO.

Bamviw kumoen xon acyydy? [12] — the sentence has been accompanied with
the phrase xox orcyy denoting the process of refusal evoking the readers’ interest.

Honnap menen xowo acmanza yuxkam 6Oaanap. Yuypoa 00a1apovin Kypcy
aACMAHObL Yyanuwin, mamax-au, Kutium-xeuye, Kyuyywy  mat  oc.6.
MYKmasicovikmapovin 6aanapel 0a kemepyayn kemmu [13] — the article says about
the prices rising because of the dollar rate increase given with the help of hyperbole
and irony; the phrases acmanea yuyy, acmanea sxcemyy, acmanobl yanuoo are being
used in order to show the high degree of prices.

Yy skonomuxanvik wiepukmemmurkke Kupyy-kupboo asvlp jHcainst 210Uk daut
oopy oonyn xcamkan yuyp. Opyc ouitiueu konbou mypean dxcepure ""momnocyiu"’
bepun, KoHO Mypean dcepu YuyH Kamublcbll yupyn, aiimop Kvipevizcmanowl 6yea
anvin KUpyy yuyH mMuH anaxkemmen emyn ncamam [14] — the article says about
the state of Kyrgyzstan before joining the Customs Union; the phrase 6aw oopy
bonyy, 6awwin oopymyy has been used with an aim of showing the puzzled state of
people before making such an important economic step forward, besides the
phraseological unit with ironic shadows like the phrases momnocyii 6epyy and
xamuwl yupyy is given in this context to describe the method of persuading, this
very phrase has been calqued from Russian — merton kHyTa u npsHuka; the
exaggeration also has been used in this sentence - mun araxemmern omyy — bearing
thousands of pressures and tensions, which is used to render the present state of the
country.

Conclusion

Indeed, the role and significance of the figurative language is great depending
on the sphere of its usage having different reasons and being important in many
different contexts. If to compare the English and Kyrgyz papers’ language style the
English newspapers differ from Kyrgyz with the richness of content in headlines,
whereas the Kyrgyz papers may contain the figurative language in the article as
well.

105


https://sputnik.kg/20230815/rossiya-natonun-kalpyn-achykka-chygardy-1077838211.html
https://sputnik.kg/20230903/amerikalyk-ehkonomist-brikstin-kulachy-tuuraluu-1078315296.html

Since 2000

@6 Annals of Spiru Haret University. | I
Economic Series
-t ICCS

Isnma | CenTRaL

ISSN:2393-1795  ISSN-L:2068-6900 Concran St

Issue 1/2024

Having observed the main mass media sources as Internet sites and newspapers
in the Kyrgyz language, we can say that in comparison with the English
informational sites the language of the Kyrgyz mass media is much more colourful
by using the phraseological combinations. In English the style of mass media
writing can be described as a formal language with minimum of figurative
language.
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Abstract: In today's rapidly evolving business landscape, sustainability has
emerged as a critical imperative for organizations worldwide. Beyond mere
regulatory compliance, sustainability encompasses a holistic approach to
environmental, social, and governance (ESG) considerations, aiming for long-
term viability and societal impact. Central to this paradigm shift is the role of
internal public audits, traditionally viewed as tools for compliance assurance.
However, this article argues for a broader reimagining of internal public
audits as potent instruments for achieving sustainability management
excellence.

Drawing upon literature on sustainability, audit practices, and
organizational behavior, this article examines the transformative potential of
internal public audits in advancing sustainability objectives. It explores how

107


mailto:se_egurgu@spiruharet.ro
mailto:elenagurgu@yahoo.com
https://doi.org/10.26458/2417

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

organizations can leverage internal public audits to not only identify
compliance gaps but also proactively address sustainability challenges and
capitalize on opportunities for innovation and improvement. Key strategies for
integrating sustainability considerations into audit processes are discussed,
including the incorporation of ESG metrics, stakeholder engagement, and the
cultivation of a culture of sustainability within the organization.

Furthermore, this article highlights case studies and best practices from
leading organizations that have successfully integrated sustainability into their
internal public audit frameworks. These examples illustrate the tangible
benefits of aligning audit practices with sustainability goals, such as enhanced
risk management, improved stakeholder trust, and competitive advantage in
the marketplace.

By reframing internal public audits as strategic enablers of sustainability
management excellence, organizations can unlock new avenues for value
creation while fulfilling their broader societal responsibilities.

This article provides practical insights and recommendations for
organizations seeking to harness the full potential of internal public audits in
driving sustainable business practices and achieving long-term success in a
rapidly changing world.

Keywords: sustainability management, internal public audits, compliance,
sustainability excellence, environmental, social, and governance (ESG),
organizational behavior, stakeholder engagement, risk management,
innovation, value creation

JEL Classification: M14, M40, Q56

Introduction

In the contemporary business landscape, sustainability has transcended its status
as a mere buzzword to become a fundamental imperative for organizations across
industries. Beyond the conventional lens of profitability and growth, sustainability
encompasses a multifaceted approach that integrates environmental stewardship,
social responsibility, and effective governance. As stakeholders increasingly
demand transparency, accountability, and ethical behavior, businesses are
compelled to navigate complex regulatory landscapes while simultaneously
striving to meet evolving societal expectations.
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Traditionally, internal public audits have been perceived primarily as tools for
compliance assurance, focused on ensuring adherence to regulatory requirements
and industry standards. However, as the discourse around sustainability continues
to evolve, there is a growing recognition of the untapped potential of internal audit
functions to contribute meaningfully to sustainability management. This paradigm
shift necessitates a departure from the narrow confines of compliance-driven
auditing toward a more strategic and proactive approach that leverages audits as
instruments for driving sustainability excellence.

This article seeks to explore the transformative role of internal public audits in
advancing sustainability objectives within organizations. By reframing audits as
strategic enablers of sustainability management excellence, businesses can
transcend the limitations of traditional compliance-based approaches and unlock
new avenues for value creation, risk mitigation, and stakeholder engagement.

Drawing upon insights from literature on sustainability, audit practices, and
organizational behavior, this article will delve into the fundamental principles
underpinning the integration of sustainability considerations into internal audit
processes. Furthermore, through the analysis of case studies and best practices
from leading organizations, we will elucidate practical strategies for leveraging
internal public audits to not only identify compliance gaps but also proactively
address sustainability challenges and capitalize on opportunities for innovation and
improvement.

At its core, this article advocates for a paradigm shift in the way organizations
perceive and utilize internal audit functions, positioning them as strategic partners
in the pursuit of sustainability goals. By harnessing the power of internal public
audits for sustainability management excellence, businesses can not only enhance
their resilience and competitive advantage but also fulfill their broader societal
responsibilities in an increasingly interconnected and resource-constrained world.

Reviewing the Scientific Literature

In recent years, the discourse around sustainability management has evolved
significantly, with organizations increasingly recognizing the imperative to go
beyond regulatory compliance and strive for excellence in sustainability
performance. This review examines the scientific literature pertaining to the role of
internal public audits in driving sustainability management excellence, focusing on
the concept of "beyond compliance" and its implications for organizational
practice.
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Theoretical Foundations (Abu Huson, Y., Sierra-Garcia, L., & Garcia-Benau,
M. A. , 2024). Scholars have emphasized the importance of integrating
sustainability principles into organizational strategies, operations, and culture to
achieve long-term viability and competitiveness. Building upon theories of
corporate sustainability, stakeholder theory, and organizational learning,
researchers have explored the role of internal public audits as strategic enablers of
sustainability management excellence. Internal public audits, traditionally
associated with compliance and risk management, are increasingly recognized as
catalysts for organizational transformation towards sustainability

Key Themes and Findings (AL-Gharrawi, M. H. J., & Bedoui, R. , 2024). The
literature review reveals several key themes and findings related to the role of
internal public audits in advancing sustainability management excellence:

1. Strategic Integration: Scholars emphasize the need for organizations to
strategically integrate sustainability considerations into internal audit processes,
aligning audit activities with broader sustainability goals and objectives. This
involves shifting from a compliance-driven approach to a proactive stance that
emphasizes value creation, risk mitigation, and stakeholder engagement.

2. Enhanced Performance Measurement: Internal public audits play a crucial
role in enhancing performance measurement and accountability in sustainability
management. Researchers highlight the importance of developing robust audit
frameworks and methodologies to assess sustainability performance, measure
progress towards sustainability goals, and identify areas for improvement.

3. Stakeholder Engagement and Collaboration: The literature emphasizes the
significance of stakeholder engagement and collaboration in driving sustainability
management excellence through internal public audits. Organizations are
encouraged to engage with internal and external stakeholders, including
management, employees, suppliers, customers, investors, and community
members, to gather input, build consensus, and foster collective action towards
sustainability objectives.

4. Capacity Building and Knowledge Sharing: Scholars underscore the importance
of building capacity and expertise within audit teams to effectively navigate the
complexities of sustainability auditing. This involves investing in training and
professional development initiatives, fostering a culture of learning and collaboration,
and leveraging external expertise and resources to enhance audit capabilities.

5. Continuous Improvement and Adaptation: Continuous improvement and
adaptation are central tenets of sustainability management excellence.
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Organizations are encouraged to embrace a mindset of continuous learning,
experimentation, and innovation, continuously monitoring performance, soliciting
feedback, and adapting strategies in response to changing conditions and emerging
sustainability challenges.

Implications for Practice and Future Research (Alhabow, A. H. , 2023)

The literature review has several implications for practice and future research:

1. Organizations should recognize the strategic importance of internal public
audits in driving sustainability management excellence and invest in building
capacity and expertise within audit teams.

2. There is a need for further empirical research to explore the effectiveness of
internal public audits in advancing sustainability performance and organizational
resilience across different industries and contexts.

3. Future studies should examine the role of technology and data analytics in
enhancing the efficiency, accuracy, and transparency of sustainability auditing
processes and facilitating evidence-based decision-making.

4. Collaboration between academia, industry, and regulatory bodies is essential
to advance knowledge and best practices in sustainability auditing and contribute to
the development of standards, guidelines, and frameworks for sustainability
management excellence.

In conclusion, the scientific literature provides valuable insights into the role of
internal public audits in driving sustainability management excellence. By
integrating sustainability considerations into internal audit processes, organizations
can enhance performance measurement, stakeholder engagement, and
organizational resilience, ultimately contributing to a more sustainable and
equitable future.

This review synthesizes key themes and findings from the scientific literature
on the role of internal public audits in sustainability management excellence,
providing insights for both practitioners and researchers in the field.

1.The Role of Internal Public Audits in Sustainability Management

Traditional Functions of Internal Public Audits. Internal public audits have
historically been synonymous with ensuring compliance with regulatory
frameworks, industry standards, and internal policies. Traditionally, the primary
focus of internal audits has been on financial controls, risk assessment, and
operational efficiency. These audits have played a crucial role in providing
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assurance to stakeholders regarding the accuracy and integrity of financial
reporting, as well as the effectiveness of internal controls.

Emerging Trends and Challenges in Sustainability Management. In recent years,
sustainability has emerged as a paramount concern for organizations worldwide,
driven by factors such as climate change, resource scarcity, social inequality, and
evolving stakeholder expectations. (Alsharari, N. M., & Daniels, B., 2024). As a
result, businesses are facing increasing pressure to integrate sustainability
considerations into their strategic decision-making processes, supply chain
management, and overall business operations. This shift towards sustainability
presents both opportunities and challenges for organizations, as they navigate
complex regulatory landscapes, stakeholder demands, and the need to balance
economic, environmental, and social objectives.

Rethinking Internal Public Audits: Strategic Enablers of Sustainability. Amidst
the evolving sustainability landscape, there is a growing recognition of the
transformative potential of internal public audits as strategic enablers of
sustainability management. Beyond their traditional role in compliance assurance,
internal audits can serve as valuable tools for identifying, assessing, and mitigating
sustainability risks and opportunities. By incorporating sustainability criteria into
audit protocols, organizations can systematically evaluate their environmental
footprint, social impact, and governance practices.( Boufounou, P., Eriotis, N.,
Kounadeas, T., Argyropoulos, P., & Poulopoulos, J. , 2024)

Moreover, internal audits can facilitate the integration of sustainability
considerations into decision-making processes, performance measurement systems,
and risk management frameworks. Through stakeholder engagement and
collaboration, internal auditors can gather valuable insights into stakeholder
expectations, preferences, and concerns related to sustainability issues. This, in
turn, enables organizations to enhance their transparency, accountability, and
responsiveness to societal needs and preferences.

Ultimately, rethinking internal public audits as strategic enablers of
sustainability requires a shift in mindset, culture, and organizational practices. It
entails fostering collaboration across departments, breaking down silos, and
cultivating a culture of continuous improvement and innovation. By leveraging the
power of internal audits to drive sustainability, organizations can not only enhance
their resilience and competitive advantage but also contribute to the broader goal of
building a more sustainable and equitable future (Consiglio, A., Kikas, A.,
Michaelides, O. P., & Zenios, S. A., 2024).
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2.Integrating Sustainability Considerations into Internal Audit Processes

Principles and Frameworks for Sustainability Integration. Effective integration
of sustainability considerations into internal audit processes requires adherence to
established principles and frameworks. These include adopting a holistic approach
that encompasses environmental, social, and governance (ESG) factors, aligning
audit objectives with organizational sustainability goals, and incorporating
internationally recognized standards such as the Global Reporting Initiative (GRI)
and the Task Force on Climate-related Financial Disclosures (TCFD). Additionally,
frameworks such as the Sustainability Accounting Standards Board (SASB)
standards and the United Nations Sustainable Development Goals (SDGs) provide
guidance on identifying material sustainability issues and reporting on them
transparently.( Dion, H., & Evans, M. , 2024).

Incorporating ESG Metrics into Audit Protocols. To enhance the effectiveness
of internal audits in addressing sustainability risks and opportunities, organizations
should incorporate ESG metrics into audit protocols. This involves assessing
environmental impacts (e.g., carbon emissions, water usage, waste generation),
social performance (e.g., labor practices, human rights, community engagement),
and governance practices (e.g., board diversity, executive compensation, ethics and
integrity). By integrating ESG metrics into audit criteria, organizations can
systematically evaluate their performance against sustainability benchmarks and
identify areas for improvement.

Stakeholder Engagement and Collaboration. Stakeholder engagement is
essential for ensuring that internal audit processes effectively address sustainability
concerns and capture relevant stakeholder perspectives. Internal auditors should
actively engage with a diverse range of stakeholders, including employees,
customers, investors, suppliers, and local communities, to understand their
expectations, concerns, and preferences related to sustainability. Collaboration with
internal and external stakeholders enables auditors to gather valuable insights,
identify emerging sustainability risks and opportunities, and enhance the credibility
and relevance of audit findings (Espinosa-Jaramillo, M. T. , 2024).

Cultivating a Culture of Sustainability within Organizations. Cultivating a
culture of sustainability is foundational to embedding sustainability considerations
into internal audit processes and organizational decision-making more broadly.
This entails fostering awareness, commitment, and accountability for sustainability
among employees at all levels of the organization. Internal auditors can play a
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pivotal role in promoting a culture of sustainability by providing training and
capacity-building initiatives, promoting cross-functional collaboration, and
recognizing and rewarding sustainability leadership and innovation. By integrating
sustainability into the organizational culture, internal auditors can catalyze positive
behavioral change and drive continuous improvement towards sustainability goals.
(Handoyo, S., 2024)

In summary, integrating sustainability considerations into internal audit
processes requires a multifaceted approach that encompasses principles and
frameworks for sustainability integration, incorporation of ESG metrics into audit
protocols, stakeholder engagement and collaboration, and cultivation of a culture of
sustainability within organizations. By adopting these strategies, organizations can
enhance the effectiveness and relevance of internal audits in addressing
sustainability risks and opportunities, ultimately contributing to the achievement of
long-term sustainability goals.

3. Real Case Studies and Best Practices

Leading Organizations Demonstrating Excellence in Sustainability Auditing.
Several leading organizations have emerged as exemplars of excellence in
sustainability auditing, showcasing innovative approaches and best practices for
integrating sustainability considerations into internal audit processes. (Hay, D.,
Harding, N., Biswas, P., Gan, C., Ge, 1. Q., Ho, L., ... & Zhou, S. , 2024).These
organizations have demonstrated a commitment to sustainability leadership,
transparency, and accountability, setting the standard for effective sustainability
auditing practices. Examples include multinational corporations like Unilever,
which has implemented robust sustainability auditing processes to assess its
environmental footprint, supply chain practices, and social impact. Similarly,
companies like Patagonia and Interface have pioneered sustainable business
practices and transparency in reporting, setting benchmarks for sustainability
performance and accountability.

Real case studies and best practices about leading organizations demonstrating
excellence in sustainability auditing can be the following ones (Herath, R. (2024)..

1. Unilever:

- Unilever is widely recognized for its commitment to sustainability and

transparent reporting practices. The company has implemented robust sustainability
auditing processes throughout its global operations.
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- Unilever conducts comprehensive audits to assess its environmental impact,
including greenhouse gas emissions, water usage, and waste generation.

- Through sustainability audits, Unilever has identified opportunities for
resource efficiency improvements, leading to significant cost savings and
environmental benefits.

- The company's transparent reporting on sustainability performance has
enhanced stakeholder trust and credibility, positioning Unilever as a leader in
sustainable business practices.

2. Patagonia:

- Patagonia, an outdoor apparel company, has established itself as a pioneer in
sustainable business practices and ethical supply chain management.

- Patagonia conducts regular audits of its supply chain to ensure compliance
with environmental and social standards, including fair labor practices and
environmental stewardship.

- Through sustainability auditing, Patagonia has identified opportunities for
supplier engagement and collaboration, leading to improvements in labor
conditions and environmental performance.

- The company's commitment to transparency and accountability in reporting
on sustainability metrics has earned it widespread recognition and trust among
consumers and stakeholders.

3. Interface:

- Interface, a global flooring company, has set ambitious sustainability goals
and implemented rigorous auditing processes to track progress towards these
targets.

- Interface conducts lifecycle assessments and audits of its products to assess
their environmental impact, including carbon footprint and resource usage.

- Sustainability auditing has enabled Interface to identify opportunities for
product innovation and design improvements, leading to the development of more
sustainable flooring solutions.

- The company's transparent reporting on sustainability performance,
including its "Mission Zero" commitment to eliminate negative environmental
impacts, has inspired industry-wide change and positioned Interface as a leader in
sustainable manufacturing.

These case studies highlight how leading organizations such as Unilever,
Patagonia, and Interface have demonstrated excellence in sustainability auditing
through robust processes, transparent reporting, and a commitment to continuous
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improvement. By learning from their experiences and best practices, other
organizations can enhance their own sustainability performance and accountability,
driving positive change towards a more sustainable future.

Success Stories: Tangible Benefits and Lessons Learned. (HIDAYATULLAH,
K. I. F. , 2024). Real-world success stories highlight the tangible benefits of
integrating sustainability considerations into internal audit processes. Organizations
that have embraced sustainability auditing have reported numerous benefits,
including enhanced risk management, improved operational efficiency, cost
savings, and enhanced stakeholder trust and credibility. For example, companies
that have implemented comprehensive sustainability audits have been able to
identify and mitigate environmental risks, reduce resource consumption, and drive
innovation in product design and manufacturing processes. Moreover, by
transparently reporting on their sustainability performance, organizations have
strengthened their relationships with investors, customers, and other stakeholders,
thereby enhancing their long-term competitiveness and resilience.

Here are some real case studies and best practices highlighting success stories,
tangible benefits, and lessons learned from organizations that have embraced
sustainability auditing (IRSAN, M. S. (2024)):

1. Toyota Motor Corporation.

Success Story: Toyota has implemented comprehensive sustainability auditing
processes across its global operations, focusing on areas such as energy efficiency,
waste reduction, and emissions management.

Tangible Benefits:

- Significant cost savings through energy efficiency measures and waste
reduction initiatives.

- Enhanced brand reputation and customer loyalty due to transparent reporting
on sustainability performance.

- Improved employee engagement and morale by fostering a culture of
sustainability within the organization.

Lessons Learned:

- Integration of sustainability into core business strategies leads to long-term
financial and reputational gains.

- Collaboration with suppliers and stakeholders is essential for driving
sustainability improvements throughout the value chain.

- Continuous monitoring and evaluation of sustainability initiatives are
necessary to track progress and identify areas for further improvement.
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2. IKEA Group.

Success Story: IKEA has established itself as a leader in sustainable business
practices, with a strong commitment to environmental responsibility and social
impact.

Tangible Benefits:

- Reduced environmental footprint through initiatives such as renewable
energy investments and sustainable sourcing practices.

- Enhanced customer loyalty and trust through transparent communication
about sustainability efforts and achievements.

- Positive impact on local communities through social responsibility
initiatives, such as fair labor practices and community engagement projects.

Lessons Learned:

- Setting ambitious sustainability goals and targets drives innovation and
fosters a culture of continuous improvement.

- Collaboration with industry peers, NGOs, and government agencies can
amplify the impact of sustainability initiatives and drive systemic change.

- Transparency and accountability in reporting are critical for building trust
and credibility with stakeholders.

3. Walmart.

Success Story: Walmart has made significant strides in sustainability auditing,
focusing on areas such as supply chain transparency, waste reduction, and
renewable energy adoption.

Tangible Benefits:

- Cost savings through supply chain optimization and waste reduction
initiatives.

- Enhanced brand reputation and customer loyalty through commitments to
sustainability and social responsibility.

- Leadership in driving industry-wide sustainability standards and best
practices.

Lessons Learned:

- Engaging suppliers and partners is crucial for achieving sustainability goals
and driving positive change throughout the value chain.

- Investing in technology and data analytics enables better tracking and
management of sustainability metrics.

- Collaboration with stakeholders and transparency in reporting are key
drivers of credibility and trust in sustainability efforts.
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These case studies demonstrate the tangible benefits and lessons learned from
organizations that have successfully embraced sustainability auditing, underscoring
the importance of integrating sustainability into core business strategies and
operations for long-term success.

Challenges Encountered and Strategies for Overcoming Them. (Johri, A., &
Singh, R. K. , 2024). Despite the benefits of sustainability auditing, organizations
often encounter challenges in effectively integrating sustainability considerations
into internal audit processes. Common challenges include data availability and
quality, complexity of sustainability issues, resistance to change, and limited
expertise and resources. To address these challenges, organizations can adopt
several strategies, including investing in data management systems and tools for
collecting, analyzing, and reporting sustainability data, providing training and
capacity-building initiatives for internal auditors to enhance their understanding of
sustainability issues, fostering cross-functional collaboration and communication to
break down silos and promote alignment around sustainability goals, and
leveraging external expertise and partnerships to augment internal capabilities and
knowledge.

Here are some real case studies and best practices highlighting challenges
encountered in sustainability auditing and strategies for overcoming them (Khatib,
S. F., Sulimany, H. G. H., Alshareef, M. N., & Ali Khan, M. N. A. , 2024).:

1. Challenge: Data Availability and Quality

Case Study: A multinational manufacturing company faced challenges in
obtaining accurate and reliable data for sustainability metrics across its global
supply chain. Variations in data collection methods and inconsistencies in reporting
formats hindered the company's ability to effectively track and monitor
sustainability performance.

Strategy for Overcoming: The company implemented a centralized data
management system to streamline data collection, aggregation, and analysis
processes. This system standardized reporting formats and established clear
protocols for data collection and verification. Additionally, the company engaged
with suppliers to improve data quality and transparency through capacity-building
initiatives and supplier collaboration programs.

2. Challenge: Complexity of Sustainability Issues

Case Study: A retail corporation encountered challenges in addressing complex
sustainability issues such as supply chain transparency, product lifecycle
assessments, and stakeholder engagement. Limited understanding of sustainability
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concepts and lack of expertise among internal audit teams hindered the company's
ability to effectively identify and assess sustainability risks and opportunities.

Strategy for Overcoming: The company invested in training and capacity-
building initiatives to enhance the knowledge and skills of internal auditors in
sustainability auditing practices. This included workshops, seminars, and
certification programs focused on sustainability principles, frameworks, and best
practices. Additionally, the company collaborated with external sustainability
experts and consultants to provide specialized guidance and support in addressing
complex sustainability issues.

3. Challenge: Resistance to Change

Case Study: A financial services firm faced resistance from internal
stakeholders, including senior management and frontline employees, in adopting
sustainability auditing practices. Skepticism about the relevance and value of
sustainability initiatives, coupled with concerns about potential disruptions to
existing business processes, impeded progress towards integrating sustainability
into internal audit processes.

Strategy for Overcoming: The firm implemented a change management strategy
focused on raising awareness, building buy-in, and fostering a culture of
sustainability within the organization. This included communication campaigns to
articulate the business case for sustainability, engage employees in the vision and
goals of sustainability auditing, and address concerns and misconceptions.
Additionally, the firm incentivized sustainability leadership and innovation through
recognition programs and performance metrics aligned with sustainability
objectives.( Kolsi, M. C., & Al-Hiyari, A., 2024).

These case studies illustrate how organizations have successfully addressed
challenges encountered in sustainability auditing through strategic initiatives and
innovative approaches. By investing in data management systems, capacity-
building initiatives, stakeholder engagement, and change management strategies,
organizations can overcome barriers to sustainability integration and drive positive
change towards a more sustainable future.

In conclusion, all the real case studies and best practices that we have talk about
illustrate the transformative potential of integrating sustainability considerations
into internal audit processes. By showcasing leading organizations demonstrating
excellence in sustainability auditing, highlighting success stories, and addressing
challenges encountered and strategies for overcoming them, organizations can
learn from peers and industry leaders and enhance their own sustainability
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performance and accountability.( Kumar, P. , 2024). Ultimately, sustainability
auditing is essential for driving organizational resilience, competitiveness, and
long-term value creation in an increasingly complex and interconnected world.

4. Strategies for Leveraging Internal Public Audits for Sustainability
Excellence

Key Considerations for Implementing Sustainability-Focused Auditing.( Rogala,
P, Kafel, P., & Urbaniak, M., 2024). In today's dynamic business landscape,
organizations are increasingly recognizing the importance of integrating
sustainability considerations into their operational practices. Sustainability-focused
auditing plays a pivotal role in this endeavor, providing a structured approach to
assess, monitor, and enhance sustainability performance across various facets of
organizational operations. However, successful implementation of sustainability-
focused auditing requires careful consideration of several key factors to ensure its
effectiveness and relevance to the organization's overarching goals and objectives.

Strategic Alignment. At the heart of sustainability-focused auditing lies the
imperative of strategic alignment. Organizations must ensure that their auditing
efforts are closely aligned with their broader strategic objectives and commitments
to sustainability. This entails a thorough understanding of the organization's
sustainability priorities, goals, and values, and the integration of these
considerations into the audit framework. By aligning auditing activities with
strategic sustainability objectives, organizations can ensure that audit findings are
directly relevant to driving progress towards desired sustainability outcomes
(Santos, K. B., Rocha, R., Santos, J. N. P., & Lobato, M. G. S. ,2024).

Comprehensive Coverage. A critical aspect of sustainability-focused auditing is
ensuring comprehensive coverage of all relevant sustainability dimensions.
Sustainability encompasses a broad spectrum of environmental, social, and
governance (ESG) factors, each of which may have implications for the
organization's long-term sustainability performance. Therefore, the audit
framework must be designed to encompass all relevant aspects of sustainability,
including but not limited to energy and resource efficiency, carbon emissions,
supply chain transparency, labor practices, diversity and inclusion, and ethical
governance practices.

Robust Methodologies. To effectively assess sustainability performance,
organizations must develop robust audit protocols and methodologies tailored
specifically to address sustainability risks, opportunities, and performance
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indicators. This may involve the development of criteria, metrics, and benchmarks
for evaluating sustainability performance across different aspects of the
organization's operations. Robust methodologies ensure that audit findings are
objective, reliable, and actionable, providing valuable insights for driving
continuous improvement in sustainability performance.

Stakeholder Engagement. Stakeholder engagement is fundamental to the
success of sustainability-focused auditing. Engaging key stakeholders throughout
the audit process ensures that audit findings accurately reflect stakeholder
expectations, concerns, and priorities. Stakeholders may include internal
stakeholders such as management, employees, and shareholders, as well as external
stakeholders such as customers, suppliers, investors, regulators, and community
representatives. By incorporating diverse perspectives into the audit process,
organizations can enhance the credibility, relevance, and -effectiveness of
sustainability-focused auditing efforts. (Shabani, T., Jerie, S., & Shabani, T. , 2024,
May).

Technology and Data Analytics. Advancements in technology and data analytics
offer significant opportunities to enhance the efficiency, accuracy, and transparency
of sustainability-focused auditing processes. Organizations can leverage software
tools for data collection, analysis, and reporting, streamlining audit workflows and
improving data integrity and traceability. Furthermore, emerging technologies such
as artificial intelligence (AI) and blockchain can be utilized to automate data
collection, detect patterns and trends, and verify the authenticity of sustainability-
related information. By harnessing the power of technology and data analytics,
organizations can gain deeper insights into their sustainability performance and
drive more informed decision-making.

Continuous Improvement. Continuous improvement lies at the core of
sustainability-focused auditing. Organizations must foster a culture of ongoing
learning, innovation, and adaptation to evolving sustainability challenges. This
entails conducting regular reviews and evaluations of auditing practices, soliciting
feedback from stakeholders and audit teams, and identifying areas for
enhancement. By embracing a mindset of continuous improvement, organizations
can ensure that their sustainability-focused auditing efforts remain relevant,
effective, and responsive to changing sustainability dynamics.( Setyorini, D., &
Hartoko, S. , 2024).

In conclusion, successful implementation of sustainability-focused auditing
requires careful consideration of several key considerations, including strategic
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alignment, comprehensive coverage, robust methodologies, stakeholder
engagement, technology and data analytics, and continuous improvement. By
addressing these considerations thoughtfully and systematically, organizations can
enhance their ability to assess, monitor, and enhance their sustainability
performance, driving progress towards a more sustainable future.

Building Capacity and Expertise within Audit Teams (Souza, M. A., Gonzalez,
M. O. A., & Pinho, A. L. S. D., 2024). In the realm of sustainability-focused
auditing, the success of auditing initiatives often hinges upon the expertise and
capabilities of the audit teams tasked with conducting these assessments. Building
capacity and expertise within audit teams is therefore paramount to ensuring the
effectiveness, credibility, and impact of sustainability auditing efforts. This section
explores key strategies for enhancing the knowledge, skills, and competencies of
audit teams to navigate the complexities of sustainability auditing successfully.

Investment in Training and Development. A cornerstone of building capacity
within audit teams is investment in training and development initiatives tailored to
enhance knowledge and skills in sustainability auditing practices. Given the
multidisciplinary nature of sustainability, auditors require a nuanced understanding
of environmental, social, and governance (ESG) factors, as well as the interplay
between these dimensions and organizational performance. Training programs may
encompass a range of topics, including sustainability principles and frameworks,
emerging sustainability trends and issues, stakeholder engagement strategies, and
sustainability reporting standards. Additionally, professional certification programs,
such as those offered by the Global Reporting Initiative (GRI) or the Institute of
Internal Auditors (IIA), can provide auditors with specialized credentials and
recognition of expertise in sustainability auditing.

Fostering a Culture of Learning and Collaboration. Beyond formal training
programs, fostering a culture of learning and collaboration within audit teams is
essential for building capacity and expertise in sustainability auditing. Encouraging
knowledge sharing, cross-functional collaboration, and peer-to-peer learning
opportunities enables auditors to leverage each other's experiences, insights, and
best practices. This may involve organizing internal seminars, workshops, or
knowledge-sharing sessions focused on sustainability topics, as well as creating
online platforms or communities of practice where auditors can exchange ideas,
seek guidance, and collaborate on sustainability-related initiatives. By fostering a
culture of continuous learning and collaboration, organizations can harness the
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collective expertise of audit teams to address sustainability challenges effectively.
(Usman, A., Che-Ahmad, A., & Abdulmalik, S. O., 2024).

Access to External Expertise and Resources. In addition to internal capacity-
building efforts, organizations can augment the expertise of audit teams by
accessing external resources and expertise in sustainability auditing. This may
involve partnering with external consultants, subject matter experts, or
sustainability professionals to provide specialized guidance, support, and training
on sustainability auditing practices. External partnerships can offer valuable
insights, perspectives, and methodologies not readily available within the
organization, enriching the capabilities of audit teams and enhancing the quality
and depth of sustainability auditing efforts. Furthermore, organizations can
leverage industry associations, academic institutions, and professional networks to
access resources, research, and best practices in sustainability auditing and stay
abreast of emerging trends and developments in the field.

Integration of Sustainability Expertise within Audit Teams. Finally,
organizations can strengthen their sustainability auditing capabilities by integrating
sustainability expertise within audit teams. This may involve recruiting or
appointing auditors with specialized knowledge and experience in sustainability-
related disciplines, such as environmental science, social impact assessment, or
sustainable finance. By embedding sustainability expertise within audit teams,
organizations can ensure that auditors possess the requisite skills and competencies
to effectively assess and address sustainability risks and opportunities across
diverse organizational contexts. Moreover, fostering interdisciplinary collaboration
between auditors with different backgrounds and expertise areas enables holistic
and integrated approaches to sustainability auditing, enriching audit processes and
outcomes.( Wilamsari, F., Musriati, T., & Cahyaningati, R. , 2024).

In conclusion, building capacity and expertise within audit teams is essential for
enhancing the effectiveness, credibility, and impact of sustainability-focused
auditing efforts. By investing in training and development, fostering a culture of
learning and collaboration, accessing external expertise and resources, and
integrating sustainability expertise within audit teams, organizations can empower
auditors to navigate the complexities of sustainability auditing successfully and
drive meaningful change towards a more sustainable future.

Aligning Audit Findings with Strategic Sustainability Goals. In the realm of
sustainability-focused auditing, the ultimate goal is not merely to identify
sustainability risks and opportunities but to translate audit findings into actionable
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insights that drive progress towards strategic sustainability goals. This section
explores the importance of aligning audit findings with strategic sustainability
goals and outlines key strategies for achieving this alignment effectively.( Abu
Huson, Y., Sierra-Garcia, L., & Garcia-Benau, M. A. , 2024)

Understanding Strategic Sustainability Goals. At the outset, it is essential for
organizations to have a clear understanding of their strategic sustainability goals
and how these goals align with their broader organizational objectives. Strategic
sustainability goals may encompass a wide range of aspirations, including reducing
carbon emissions, enhancing resource efficiency, promoting social equity, fostering
stakeholder engagement, and strengthening governance practices. These goals are
typically informed by the organization's vision, mission, values, and stakeholder
expectations, and serve as guiding principles for sustainability initiatives and
decision-making processes.

Integration of Sustainability Criteria into Audit Frameworks. To ensure
alignment between audit findings and strategic sustainability goals, organizations
must integrate sustainability criteria into their audit frameworks and
methodologies. This involves defining key performance indicators (KPIs) and
metrics that are directly relevant to strategic sustainability goals and embedding
these criteria into audit protocols and assessment criteria. For example, if one of
the organization's strategic sustainability goals is to reduce greenhouse gas
emissions, audit protocols may include specific criteria for assessing emission
reduction initiatives, energy efficiency measures, and carbon management
practices.( AL-Gharrawi, M. H. J., & Bedoui, R. , 2024).

Mapping Audit Findings to Strategic Sustainability Indicators. During the audit
process, it is imperative to systematically map audit findings to strategic
sustainability indicators to assess progress towards strategic goals. This requires
aligning audit findings with key performance metrics, targets, and benchmarks
established for each strategic sustainability goal. For instance, if the organization's
strategic goal is to improve labor practices, audit findings related to employee
engagement, diversity and inclusion, and labor rights violations can be mapped to
relevant sustainability indicators, such as employee turnover rates, workforce
diversity metrics, and compliance with labor regulations.

Communication and Reporting. Effective communication and reporting of audit
findings are essential for ensuring that stakeholders are informed about progress
towards strategic sustainability goals and are empowered to take corrective actions
where necessary. Organizations should develop clear and concise reports that
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highlight key audit findings, their implications for strategic sustainability goals,
and proposed recommendations for improvement. Reports should be tailored to
different stakeholder groups, ensuring that information is presented in a format that
is accessible, understandable, and actionable.( Alhabow, A. H. , 2023).

Integration with Decision-Making Processes. Lastly, organizations must
integrate audit findings into decision-making processes to drive alignment with
strategic sustainability goals. Audit findings should inform strategic planning,
resource allocation, investment decisions, and performance management processes,
ensuring that sustainability considerations are systematically integrated into
organizational decision-making. By embedding sustainability into decision-making
processes, organizations can prioritize initiatives that contribute most effectively to
achieving strategic sustainability goals and maximize the impact of sustainability
auditing efforts.

In conclusion, aligning audit findings with strategic sustainability goals is
essential for ensuring that sustainability auditing efforts contribute meaningfully to
organizational success and impact. By understanding strategic sustainability goals,
integrating sustainability criteria into audit frameworks, mapping audit findings to
strategic indicators, communicating findings effectively, and integrating findings
into decision-making processes, organizations can leverage sustainability auditing
as a strategic tool for driving progress towards a more sustainable future.

Continuous Improvement and Adaptation to Evolving Sustainability Landscape
( Alsharari, N. M., & Daniels, B. 2024).

In today's rapidly changing world, characterized by shifting social,
environmental, and economic dynamics, organizations must continuously adapt
their sustainability strategies and practices to remain relevant and resilient.
Continuous improvement lies at the core of sustainability management, as it
enables organizations to identify emerging trends, anticipate future challenges, and
seize opportunities for innovation and growth. This section explores the importance
of continuous improvement and adaptation in navigating the evolving sustainability
landscape and outlines key strategies for achieving sustained success.

Monitoring and Evaluation. A critical aspect of continuous improvement in
sustainability management is the ongoing monitoring and evaluation of
sustainability performance. Organizations must establish robust monitoring
systems to track progress towards sustainability goals, measure performance
against key indicators, and identify areas for improvement. This may involve
collecting and analyzing data on environmental impact, social performance,
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governance practices, and stakeholder engagement, and regularly reviewing
performance metrics to assess progress and identify trends. By monitoring
performance metrics, organizations can identify deviations from targets, assess the
effectiveness of sustainability initiatives, and make informed decisions to drive
continuous improvement.

Feedback and Learning Loops. Incorporating feedback and learning loops into
sustainability management processes is essential for fostering a culture of
continuous improvement. Organizations should actively solicit feedback from
internal and external stakeholders, including employees, customers, suppliers,
investors, and community members, to gather insights, perspectives, and
suggestions for improvement. Feedback mechanisms may include surveys, focus
groups, stakeholder consultations, and formalized channels for reporting concerns
or suggestions. By listening to stakeholders and incorporating their feedback into
decision-making processes, organizations can identify blind spots, address gaps,
and enhance the relevance and effectiveness of sustainability strategies and
initiatives.

Experimentation and Innovation. Embracing experimentation and innovation is
key to driving continuous improvement in sustainability management.
Organizations should encourage a culture of experimentation, risk-taking, and
innovation, where employees are empowered to test new ideas, pilot projects, and
explore innovative solutions to sustainability challenges. This may involve
establishing innovation hubs, incubators, or cross-functional teams dedicated to
exploring and implementing new sustainability initiatives. By fostering a culture of
innovation, organizations can unlock creative solutions to complex sustainability
problems, drive efficiency gains, and position themselves as leaders in sustainable
business practices. (Boufounou, P., Eriotis, N., Kounadeas, T., Argyropoulos, P., &
Poulopoulos, J. , 2024)

Adaptation to Changing Conditions. The ability to adapt to changing conditions
is critical for organizations seeking to navigate the evolving sustainability
landscape successfully. As societal expectations, regulatory requirements, and
market dynamics shift, organizations must remain agile and responsive, adjusting
their sustainability strategies and practices accordingly. This may involve
conducting regular environmental scans and horizon scanning exercises to identify
emerging trends, risks, and opportunities, and proactively adapting sustainability
strategies in anticipation of future challenges. By staying ahead of the curve and
adapting quickly to changing conditions, organizations can mitigate risks,
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capitalize on opportunities, and maintain their competitive edge in a rapidly
changing world.

Collaboration and Knowledge Sharing. Collaboration and knowledge sharing
are essential enablers of continuous improvement in sustainability management.
Organizations should actively engage with industry peers, government agencies,
non-profit organizations, and academic institutions to exchange best practices,
share lessons learned, and collaborate on collective solutions to sustainability
challenges. By leveraging the collective wisdom and expertise of diverse
stakeholders, organizations can accelerate progress towards shared sustainability
goals, drive systemic change, and foster a more sustainable future for all.
(Consiglio, A., Kikas, A., Michaelides, O. P., & Zenios, S. A. , 2024).

In conclusion, continuous improvement and adaptation are fundamental
principles of effective sustainability management, enabling organizations to stay
ahead of the curve, drive innovation, and create value in an ever-changing world.
By embracing monitoring and evaluation, feedback and learning loops,
experimentation and innovation, adaptation to changing conditions, and
collaboration and knowledge sharing, organizations can achieve sustained success
in navigating the evolving sustainability landscape and making meaningful
contributions to environmental, social, and economic well-being.( Dion, H., &
Evans, M., 2024).

By implementing all these strategies that we have talked about, organizations
can leverage internal public audits as powerful tools for driving sustainability
excellence, enhancing transparency, accountability, and resilience in an
increasingly complex and interconnected world.

Conclusion

Recapitulation of Key Findings and Insights. Throughout this article, we have
delved into the realm of sustainability-centric auditing, exploring its significance,
challenges, and strategies for implementation. Key findings have underscored the
pivotal role of sustainability auditing in driving organizational resilience,
transparency, and long-term value creation. From aligning audit findings with
strategic sustainability goals to fostering a culture of continuous improvement,
each aspect has emphasized the importance of integrating sustainability
considerations into audit processes for sustainable business practices.

Implications for Organizations and Future Directions. The implications of
sustainability-centric auditing for organizations are profound. It not only enables
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organizations to mitigate risks, enhance operational efficiency, and strengthen
stakeholder trust but also positions them as leaders in sustainable business
practices. Moving forward, organizations must prioritize sustainability auditing as a
strategic imperative, embedding it into their core business operations and decision-
making processes. Embracing sustainability-centric auditing will not only drive
organizational performance but also contribute to broader societal and
environmental goals, fostering a more sustainable future for generations to come.

Call to Action: Embracing Sustainability-Centric Auditing for Long-term
Success. As we conclude, a compelling call to action emerges: organizations must
embrace sustainability-centric auditing as a fundamental practice for long-term
success. This necessitates a commitment to integrating sustainability considerations
into audit processes, fostering collaboration and knowledge sharing, and embracing
a culture of continuous improvement and innovation. By doing so, organizations
can unlock new opportunities, mitigate risks, and drive positive change towards a
more sustainable and resilient future. Together, let us embark on this journey
towards sustainability-centric auditing, empowering organizations to thrive in a
rapidly changing world while safeguarding the well-being of people and the planet.

In closing, the path to sustainability-centric auditing is not without its
challenges, but the rewards are immeasurable. Let us seize this opportunity to
catalyze transformational change and pave the way for a brighter, more sustainable
future.

This conclusion summarizes the key points discussed in the article and
emphasizes the importance of embracing sustainability-centric auditing for
organizational success and global sustainability.
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Abstract

This study examined how capital inflow influence export-growth nexus in
Nigeria from 1980 to 2022. The study employed ADF and PP unit root test to
determine the stationarity of each variable and the result reveals that there is
mixed level of stationarity among the variables as gross capital formation is
stationary at level while other variables such as export, capital inflow, inflation
rate, and government expenditure are stationary at first difference.
Consequently, the study is conducted using the ARDL estimation approach.
The study found that inflation rate, gross capital creation, and trade openness
had negative impacts on Nigeria's economic growth, whereas capital inflow,
government expenditure, the interaction of export and capital inflow, and
trade openness all had positive impact on the economic growth. Consequently,
the study recommends that government should create an enabling environment
to attract more capital inflow into the country also government should review
its trade policies so that export could starting stimulating economic growth in
Nigeria.

Keywords: capital inflow, export, economic growth, Solow-Swan growth
model, ARDL
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Introduction

Global financial integration has been a rising trend in the last three decades due
to trade liberalization, and the massive movements of capital inflow around the
world. For instance, according to World Bank report (2022), a total of US$2.2
trillion was moved around the world in 2021 as against US$174.94 Billion in 1991.
International trade has continued to be a key economic tool for promoting
economic interconnectedness and nation-state prosperity on a global scale (Egyir et
al., 2019). Similarly, foreign capital inflows (FCI), with their complementary effect
on bridging the gap between local savings and investment, have been identified as
one of the main drivers of the trend in favor of economic globalization and
integration (Gabriel et al., 2019).

Foreign capital inflows refer to the movement of money from external source to
a host nation. The inflow can be as foreign direct investment (FDI), foreign aids
and grants, foreign portfolio investment, foreign remittances, foreign loans, and
official development assistance (ODA) (Adekunle & Sulaimon, 2018). As one of
the main drivers of global economic integration, foreign capital flows is regarded
as a strategic component in the process of economic growth in emerging or
developing economy where the majority of these countries, still experience
difficulties with saving, investment, and foreign exchange. And they therefore
depend heavily on foreign financial sources to supplement their domestic capital to
close the capital formation gap, and finance long-term growth (Ehigiamusoe &
Lean,2019; Kovacevi¢, 2021). The FCI is thus, considered as an important source
of funding that enables the transfer of technology, expertise, and inventions from
economically developed nations to developing ones, enhance productivity, and
assist in quickening the pace of their economic development (Tahir et al 2020;
Chorn & Siek,2017). Just like the FCI, international trade (export) has also been
identified as an economic variable that promotes technological advancement and
stimulates foreign exchange gains required for economic growth and development
(Egyir et al 2019).

The Sub-Saharan Africa (SSA) has seen a huge influx of foreign cash flow
during the past three decades. For instance, there was a massive rise in
international capital inflows from 1991 to 2021 in terms of the magnitude of FDI
and net inflow from around US$2.08 billion to more than US$72.01 billion. Capital
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flows are crucial for the SSA region's economic development since they
supplement domestic resources and low income levels.

Like other SSA countries, Nigeria has also experienced an impressive inflow of
foreign capital (Antony-Orji et al., 2018). Over the last three decade, the personal
remittance which is an important contributor to capital inflow in Nigeria has
increased tremendously from US$65,544,714 million in 1991 to US$19.48 billion
in 2021. FDI net flows also increased during the same period from
US$712,373,362 million in 1991 to US$3.31 billion in 2013.

While FCI are considered as important means of transferring resources from
industrialized to developing nations, where they are typically considered to be
more productive, there effect, however, can be either good or negative, due to their
volatile and fungible nature if not deployed to productive activities or properly
managed (Obodoechi et al, 2022). According to Ikpesu and Oke (2022), FCI can
stunts growth since it causes poverty and a developing economy to become
enmeshed in a vicious cycle. Consequently, issues brought on by massive capital
inflows have raised questions about these flows' capacity to promote growth and
about their genuine profitability, whether or not countries gained by establishing
capital accounts is a hotly debated topic (Baharumshah et al 2015)

Several empirical studies have examined the effects of a FCI on the economic
growth. Most scholars argue that FCI stimulate growth due to the effects of
knowledge spillover and market efficiency. These impacts facilitate the expansion
of regional savings and foster the building of wealth. These argument were
investigated and validated by tests done by Liang et al. (2021) and Kovacevic¢
(2021) and they found a positive impact of the influx of net FCI on the rate of
growth. However, other economists such as (Adam and Klobodu 2017; Anidiobu et
al., 2020) contend that, it is impossible to ignore the crippling consequences of
capital inflows, particularly the crises brought on by an increase in systemic risk
and rapid reversals when a moral hazard issue is present.

The majority of the research that has been conducted on the growth of Nigeria's
economy has been on the effects of FCI, but this study will give significant
insights. The link between exports, FCI, and GDP growth, on the other hand, has
garnered a surprisingly low amount of attention even though such analysis may
provide useful information. One of the major works that attempted to investigate
the effects of trade (exports) on economic growth in the presence of capital flows
in emerging economies in the last five years was the work of ( Egyir et al., 2019),
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however, their investigation was done at the cross-country level involving panel
data, the emphasis was not on Nigeria.

Therefore, the true impact of exports on FCI and growth for specific nations
needs to be investigated because of the peculiarity of economies, If this is not done,
authorities may unintentionally implement measures that will increase or prevent
currency appreciation in an effort to limit foreign capital influx, thereby running
the risk of creating distortions in the economy that might impair economic
production in the long run.

Given the aforementioned developments, it is therefore necessary as the main
objective of this study, to test the interactive effect of trade (exports) and capital
flows on economic growth and also the direct effects of these variables on
economic growth in Nigeria. Specifically, the sub-objectives will include:
Investigating the effect of foreign capital investment on economic growth of
Nigeria, examining the interactive effect of trade (export) on FCI and its impact on
economic growth in Nigeria, and making appropriate policy recommendations
based on findings of study. Consequently, the paper's primary innovation will be to
distinguish between the direct and interactive effects of trade (exports) and capital
flows on economic growth in Nigeria.

The paper is organized as follows: the next section will be devoted to empirical
studies review on the impact of foreign capital flow on economic growth, the third
section dwells on the methodology and data analysis and the last one is conclude.

Empirical Review

The impact of FCI on growth rate of the economy has continued to generate
intense debate amongst scholars. Several studies have been conducted over the
years to investigate the magnitude and direction of the relationship, both at country
specific and cross-country levels. The results have been positive in some case,
negative in others while a couple of others recorded conflicting or ambiguous
outcomes.

For instance, in their study of the impact of FDI on Singapore's GDP growth
from 1970 to 2018 using (ARDL) models, Le & Le (2020) found that FDI and
exports are key drivers of GDP growth for Singapore. Similarly, Badwan & Atta
(2020) used OLS to estimate a model examining the impact of FDI and other
financial flows on Palestine's economic development from 2007 to 2018. The
findings indicate that Palestine’s economic growth heavily reliant on financial
grants, FPI, external loans, worker remittances, and FDI.
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In his study, Ikpesu (2019) analysed the impact of capital inflows on economic
development in Nigeria between 1981 and 2016, focusing specifically on
investment as a means of transmission. The study used the least square regression
technique to estimate the model. The study found that Foreign Direct Investment
(FDI) has a substantial role in fostering the growth of Nigeria's economy. Nguyen
et al. (2021) demonstrated the link between GDP and FDI by using data obtained in
Vietnam from 1995 to 2018. The study found that exports, foreign loans,
international assistance, GDP, and FDI all contributed to GDP growth. Obodoechi
et al. (2022) use the ARDL method to examine the influence of FCI on
macroeconomic factors on the development of Nigeria's GDP throughout the
period of 1981-2020. The GDP of Nigeria was significantly influenced by GFCF
and remittance.

Using pooled ordinary least squares (OLS), Chorn and Siek (2017) conducted a
cross-country analysis using panel data from 1997 to 2012 to find out how FCI
affected GDP growth in seventy-seven developing economies. According to the
findings, FDI and ODA had a positive impact on growth rate of the economies. In a
similar manner, Mowlaei (2018) used the Pooled Mean Group (PMG) econometric
methodology to estimate a panel dataset of 26 African nations spanning from 1992
to 2016. The research showed that all three forms of FCls significantly contributed
to economic development, both in the short term and in the long term.

Liang et al. (2021) conducted research on the relationship between foreign
direct investment and GDP growth in developing countries. Data was collected
from 113 emerging and transitional countries between 2000 and 2019. The
researchers used a two-stage least squares approach, including instrumental
variables and the Hausman fixed effect, to track the results. Inflow of FDI was
found to be stimulating the growth of the economies of emerging nations. The
impacts of FDI and human capital on four North African countries between the
years 2000 and 2018 were investigated by Mohamed (2022) using the generalised
method of moments (GMM). Both human capital and FDI are beneficial to the
economies.

In probing whether Nepal was heading towards Dutch disease, Paudel et al.
(2022) in a paper examined the role of external debt, remittances, exports, and
labour force in the economic growth of Nepal, using data from 1990 -2019 using
ARDL, and the result demonstrated that remittances and external debt have
adversely impacted Nepal's economic growth, pointing to a sign of Dutch Disease
in the country's economy that has been exacerbated by recent remittance inflows.
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In their study, Adegboyega, et al (2021) conducted an analysis on the impact of
trade liberalisation on GDP growth, private and public capital flows, and the
interplay between these factors in Nigeria. The researchers used data from the
period spanning 1985 to 2018.The Autoregressive Distributed Lag (ARDL)
approach. They found that Nigeria's economic advancement was impeded by the
infusion of public and private funds facilitated by trade liberalisation.

Awad (2021) investigated the influence of FDI, assistance, debt, remittances,
and trade on the growth of the GDP in twenty-one low-income states in the SSA.
According to the findings of this study, the GDP per capita of these nations
increased at a faster rate as a direct consequence of trade and foreign assistance.

The generalised method of moments (GMM) model was used by Njoroge
(2021) in order to ascertain the influence that remittances, official development aid
(ODA), and FDI had on the growth of GDP in COMESA member states.
According to the result, capital inflows positively impact the GDP growth, whereas
migrant remittance had negative impact. It is necessary for remittances to interact
with some indication of the welfare of the domestic economy in order for them to
contribute to the increase of GDP per capita.

Egyir et al. (2019) examined how trade affects FCI economic growth nexus in
Africa. For the purpose of this study, a dynamic GMM technique was used. In spite
of the fact that capital flows are not the primary factor that is driving this trend, the
statistics demonstrate that trade (exports) has been a substantial engine of
economic development in Africa, both in recent times and in the past. FDI and
remittances are more significant for economic growth than foreign assistance and
external debt, according to the statistics. This is true both in the short term and in
the long term.

"Most studies reviewed have only looked at the impact of FCI within the
context of economic growth in a country or across country. A couple of the studies
included trade(export) as independent variable (see Le & Le, 2020;
Kovacevic,2021; Nguyen, 2021) but the interaction between FCI and trade (export)
has not been sufficient explored. To the best of our knowledge only the works of
Egyir et al. (2019) and Adegboyega et al. (2021), attempted to look in that
direction recently. However, while the former utilized panel data across countries,
the later uses trade openness as the interacting variable, which factors import in its
computation and therefore diminishes the importance of export funds as foreign
earnings.
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Given the foregoing, it is safe to draw the conclusion that empirical research on
the relationship between FCI and economic growth is inconclusive. Some studies
support a positive relationship, while others reported a negative relationship. In
addition, some studies could not find a relationship or presented a weak
relationship. As a result, the methodology, data selection, and analytical tools
utilized in the investigation could all be linked to this variation in divergence of
viewpoints (Adegboyega et al.,2021).

Therefore, the disparity between the empirical studies should sparked interest in
new research focusing on the precise impact of each type of foreign capital inflow
and testing the idea that these inflows aren't all equal in terms of contributing to
growth; some may have positive effects on country growth while others may have
negative ones (Debbiche, 2020).

Methodology

Based on the Solow-Swan Growth Model, this investigation is conducted. An
exogenous theory of economic growth, the Model predicts future changes to a
nation's GDP over time based on variables such as savings rates, innovation, and
population size. Capital accumulation and individual consumption are central to
this model of economic growth. Thus, it is also possible for migrants to accumulate
wealth via remittances sent home. This is the general production function as it is
structured:

Y = AF (K, L)
In line with previous investigation on economic growth, this study employs a

translog production function augmented with capital inflow and export variables
that allows the model to be parsimonious and provides stronger inferences.

Y = AKP LB ()
Where, Y = output; k = capital stock; o = share of capital in output; L = labor;
A= technological advancement; 1-a =share of effective labour in output.

Model specification
Transforming equation 3 into econometric model gives equation 4 below:

GDPPC:= o+ BA(+ ki + € 4)

This study assumes that A which is the technological process is been influence
by capital inflow in line with the objective of the study.

A = (CAPINF, EXPT) (5)
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Where CAPINF means capital inflow and EXPT means export
Merging equation 5 with equation 4 gives:
GDPPC; = a+ B1(CAPINF); + B2(EXPT); + B2k + € (6)
Since our focus is to examine how the interaction of capital inflow and export
affects economic growth, therefore, we incorporate the interaction into the model
and it is presented in equation 7.

GDPPC; = o+ B1(CAPINF); + Bo(TEXPT): +Bs(CAPINF*TEXPT): + Ba(K)i + & (7)

This study will add control variables (government expenditure, inflation rate)
which extant studies have found to be important factors that can affect economic
growth
GDPPC: = a+ B1(CAPINF): + B2(TEXPT): +B3(CAPINF*TEXPT) + Ba(K): +
Bs(GXPDT): + Bs(INFR); + & @)

Where: GDPPC = gross domestic product per capital, CAPINF= capital inflow,
TEXPT = total export, k = capital stock/ GCF, GXPDT= government expenditure,
INFR =inflation rate a, B1to s all represent the vectors of the parameters, t = time
trend and € = error term. From equation 7, it can deduce that all the variables are
not in the same appropriate coefficient as GDPPC is in rate while other variables
are in millions and billion, therefore it is appropriate to make all the variables be in
the same rate. Consequently, all variable that are not in rate are logged and
presented in equation 8.

GDPPC= o+ InBi(CAPINF); + Inf2(TEXPT):+ Inp3(CAPINF*TEXPT), +
InBa(GCF):+ Inps(GXPDT): + Bs(INFR); + & (8)

Data sources

Data analysis were sourced from the annual reports of CBN and World Bank
Indicators.

Result and discussion of empirical findings

Descriptive statistics

This section begins descriptive analysis. This analysis is performed to know the
characteristic of each variable. The synopsis result is presented in table 1 below:
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Table 1: Descriptive statistics

IGDPPC|LOG(TEXPT)|LOG(CAPINF)JLOG(CAPINF*TEXPT)|LOG(GCF)[INFR |LOG(GXPDT)
Mean 4.321 P4.089 P4.165 1.436 9.811 [17.67721.895
Median 4.431 P4.392 P4.186 1.489 29.796 [17.69123.498
Maximum [15.329 [25.353 P5.057 02.903 30.109 18.07323.914
Minimum }2.035 P1.756 03.285 19.518 9.572 [17.279[16.119
Std. Dev. [3.017 [1.038 0.408 0.995 0.158 6.231 [2.198
Skewness [0.435 [0.665 0.077 -0.256 0.225 -0.04510.841
Kurtosis  [3.287 [2.359 3.082 [1.996 [1.774 1.941 R.732
Jargue-Berafl.121  P.951 0.041 [1.693 P.274 [1.508 [3.866
Probability 0.571 [0.234 0.979 0.429 0.321 0.321 [0.145

Descriptive statistics

The table displayed the summary of statistic description of all the variables that
were used by the study. The mean value (average) of gross domestic product per
capital, total export, capital inflow, interaction of capital inflow with total export,
gross capital formation, inflation rate and government expenditure are 4.321,
24.089, 24.165, 21.436, 29.811, 17.677 and 21.895 respectively. The table also
reveal that the average value (mean) of gross capital formation (GCF) is more than
its median value. The Gross Capital Flow (GCF) exhibits a distribution that is
right-skewed when compared to GDP per capita, total exports, capital inflow,
inflation rate, and government spending. From what can be seen in the data, it
seems that there is an imbalance in the way the variables are distributed. We may
compare the mean to the standard deviation in order to ascertain whether or not it
delivers an accurate portrayal of the data. Due to the fact that the standard
deviation coefficients are so low, it seems that the majority of the data is centred
around the mean percentage. According to the results of the standard deviation, the
variable that is the most open to uncertainty is the rate of inflation, while the
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variable that is the most stable is gross capital creation. Compared to inflation,
gross capital creation has the least standard variance of any economic variable.

The table also demonstrates that all of the variables were very consistent with
one another. This is because the median and mean values were both within the
range of the upper and lower limits of the variables. This is shown by the skewness
statistic coefficient, which indicates that GDPPC, CAPINF, GCF, INFR, and
GXPDT have a tendency to be normal, but TEXPT and CAPINF*TEXPT have a
tendency to be abnormal. The kurtosis coefficient is used to determine whether or
not certain variables are platykurtic (for example, TEXPT, CAPINF*TEXPT,
GCFINFR, and GXPDT) or leptokurtic (for example, GDPPC and CAPINF).
Moreover, some of the variables that are utilised for data analysis are platykurtic.
After all was said and done, the Jarque-Bera statistics demonstrated that each and
every variable adhered to normal distributions.

Unit root test

It is essential to determine if each variable is stationary before deciding the
appropriate estimation technique. Integrating non-stationary variables into research
raises the probability of making regression errors. This research used two-unit root
testing to provide a reliable and credible assessment. The two test are: ADF test
and PP test. We embark on our pursuit for the most favourable lag time using the
Akaike information criterion (AIC). Table 2 presents a concise summary of the test
results.

Table 2: synopsis of unit root test

| ADF PP

At level

VARIABLE t-Statistics t-Statistics
LOG(TEXPT) -1.217 -1.148
LOG(CAPINF) -1.466 -1.115
LOG(CAPINF*TEXPT) -2.088 -1.869
LOG(GCF) -1.497 -1.656
GDPPC ***.4,049 ***.4.131
INFR -1.892 -1.403
LOG(GXPDT) -1.594 -1.835
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First difference

VARIABLE t-Statistics t-Statistics
LOG(EXERN) ***.6.742 ***.6.726
LOG(EXTL) ***.4,293 ***.4.173
LOG(FDI) **%.0.449 **%.9.377
LOG(GCF) **%.10.264 **%_10.469
GDPPC **%.10.909 **%.14.936
INFR **%.6.5859 **%.6.602
LOG(GXPDT) **%.5.491 **%.5.913

K*kk— 1%’ **=50/4

The outcomes of the two tests are similar. The findings from the two tests in
table 2 indicate that, with the exception of gross domestic product per capita, all
variables do not exhibit stationarity at level. However, it was found that all
variables attained stationarity after the first difference. These result indicates that
the variables show mixed levels of stationarity. The most suitable approach for
estimation in this investigation is the ARDL technique, as recommended by
Pesaran et al (2001).

ARDL estimate
Therefore, this study will employ ARDL and ECM technique to analyze both
the short run and long run relationship between (GDPPC) and (TEXPT, CAPINF,
CAPINF*TEXPT, GCF, INFR, GXPDT). It is also possible to get the ECM from
ARDL using a simple linear transformation. The long-run estimation model is
shown in equation 9 below:
AGDPPC; = Bo + PiGDPPCii + BoLTEXPTw: + BsLCAPINF.p +
BsL(CAPINF*TEXPT)r1  +  PBsLGCFn1  +  PBelNFRer  +  BrLGXPTDws
q

Z : q
+ Ef:l 8,; BAGDPPC,_; + 8,; ALTEXPT, | + zz—l 63; OALCAPINF,_; +
i=1 -

Zle 04; OAL(CAPINF + TEXPT),_; + X1, 05; 0ALGCF,_; + X! 04 OAINFR,_; +
!, 07; OALGXPDT,_; + &,
9)
Where the variables were as defined before, 6; to 8g are the short run vector
parameters, B1to 7
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[1 are the vector parameters of the long run, q is the length of the optimum lag,
Bois the drift component, and &, denotes the white noise.

The first stage of the ARDL bound test involves examining the presence of
cointegration, which refers to a long-term relationship between the variables. The
researchers will use F-tests in line with the criteria established by Pesaran et al.
(2001). Assumption of the equation's invalidity is
Hy:0, =0, = 03 = 0,= 0; =0, = 0; = 0, which implies that the
variables do not cointegrate i.e., there is no existence of long run relationship
among the variables. On the other hand, the alternative hypothesis is
Hi:0;, #0, + 03+ 0,+ 05+ 05+ 0; #+ 0, whichimplies that the variables
cointegrate i.e., there is existence of long run relationship among the variables.

Table 3: Bound test for cointegration

Lower bound Upper bound
Test Statistic Value Significant 1(0) 1(1)
F-stastic 8.439 5% 2.17 3.21
K 6 1% 2.73 3.9

The F-statistics (8.439), is higher than the upper limit of 3.21 as seen in Result
3, which indicates that it is reasonable to assume that the variables are cointegrated
i.e there is a long run relationship among the variable.

Now that we are aware that the variables are cointegrated, we are able to get a
long-term estimate by using the ARDL model, which incorporates an error
correction model among its components. The result of the long run analysis is
presented below:

Table 4: Long run analysis

Variable Coefficient | Std. Error | t-Statistic | Prob.
Log(TEXPT) 14.207 2.951 4.815 0.0013
LOG(CAPINF) 5.531 1.354 4.084 0.0035
LOG(TEXPT*CAPINF) -6.181 1.335 -4.629 0.0017
LOG(GCF) 5.957 1.521 3.916 0.0044
LOG(INF) -12.241 2.609 -4.691 0.0016
LOG(GXPDT) -7.149 2.132 -3.352 0.01
C 78.729 33.004 2.385 0.0442
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According to what was expected, Table 4 demonstrates that the total export has a
significant influence on the growth of Nigeria's GDP. An increase of only one
percent in exports would result in an expansion of the GDP that is more than
14.207%. In the event that our exports were to increase, the value of our national
currency, as well as our country's foreign reserves would also increase. This is one of
the probable explanations. Among these hypotheses is the idea that the companies
that manufacture these items are going through a period of continuous expansion,
which requires them to hire more workers in order to meet the growing demand.

The favourable and significant influence that the influx of capital had on the
increase of Nigeria's gross domestic product was not a surprise. In addition, the
statistics demonstrated that there is a 5% increase in growth for every 1% increase
in the amount of capital input. It is probable that the capital inflows were effective
in increasing domestic saving, which in turn increased investment and accelerated
economic development. This conclusion is one of the plausible explanations.

According to the results, Nigeria's economic growth is significantly hampered
by TEXPT*CAPINF, which is the interaction impact of the two variables. This was
discovered after the impacts of total export and capital inflow on growth were
analysed independently. For every one percent rise in the interaction, the rate of
economic growth will decrease by 6.181%. This implies that capital inflow does
not enhance export to impact positively on growth in Nigeria but rather constitute a
drag on the growth effect of export. This result negates the earlier result which
found a separate strong positive effect of the two variables in the growth prospect
of the country. the positive effect of export is weakened by the capital inflow into
Nigeria. Meanwhile, the interaction term shows that the two factors are substitutes
to each other in growth process. Capital inflows are supposed to be complimenting
export to positively impact economic growth but the reverse is the case in Nigeria.
This contradicts the apriori expectation which expect that capital inflow should
provide more fund to the domestic firms for them to be expand and be able to
produce more than it is needed in the home country and export the excess. This
might be due to several reasons. One of which is that the capital inflows were not
channel to the appropriate sector that needed the fund most to expand for
exportation. Two, majority of the capital inflows only increases household income
and the increased income were majorly used for consumption of imported goods
which often symbolizes wealth in Nigeria.

Gross capital formation has been found to have a significant influence on the
growth of GDP. In fact, it has been shown that a one percent rise in GCF might
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potentially lead to a three and a half percent increase in GDP growth. It should
come as no surprise that the endogenous growth hypothesis is strongly dependent
on capital.

The study found that inflation is detrimental to the growth of the economy. In
point of fact, the Gross Domestic Product (GDP) drops by 12.241% for every 1%
rise in inflation. The rate of inflation is a challenge for the expansion of Nigeria's
economy, and the situation is becoming worse as inflation rates continue to rise.

Similarly, government expenditure was found to have a negative and significant
impact on economic growth of Nigeria and that 1% increase in government
expenditure will lead to 7.149% decrease in economic growth. The reason for this
could be that the government is spending less on the productive sector which could
stimulate economic growth or the government pattern of spending is skewed
towards recurrent expenditure which could not contribute to economic growth.

The short-run model which is also the ECM is estimated with equation 10
below:

AGDPPCi= o+

ql

q2

P | 64, 6AGDPPC, +Z 6,; OALTEXPT,_, + z 8,; OALCAPINF,_; +

i=1
i=1

ijl 64 OAL(CAPINF + TEXPT), 1 + Y 05 0ALGCF,_ + %, 0g; OANFR, ; +

%% 6; 0ALGXPDT, ; + ¢,

The result of the short-run model is presented in table 5 below:

Table 5: short-run analysis

Variable Coefficient Std. Error t-Statistic Prob.
D(GDPGR(-1)) -0.299 0.062 -4.789 0.0014
DLog(TEXPT) -6.151 0.618 -9.958 0.00001
DLOG(CAPINF) 14.079 2.068 6.801 0.000
LOG(TEXPT*CAPINF) 29.374 2.447 12.004 0.0001
LOG(GCF) -6.197 2.162 -2.867 0.021
LOG(INF) -2.805 0.722 -3.886 0.0046
LOG(GXPDT) 1.376 0.459 2.994 0.0172
CointEq(-1)* -0.865 0.071 -12.325 0
R-square 0.959

Adjusted R-square 0.925
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The negative effect of export on GDP in the near term is seen in Table 5. It
reveals a GDP reduction of 6.151 percent for every 1% rise in total export. The
expansion of Nigeria's export market result to a constraints on the country's GDP
development. This goes against the theoretical underpinnings of classical theory of
commerce as well as the Heckscher-Ohlin trade theory.

On the other hand, Nigeria's GDP grows by 14.079% for every 1% rise in
capital inflow which is a positive and significantly influence the economic growth
at 1% significant level in the short run.

A positive and statistically significant interaction effect of total export and
capital inflow on Nigeria's economic growth was found at 1% significant level. The
growth rate will spike by 29.374% with a 1% increase in the interaction rate. Total
exports and capital inflows seem to be driving Nigeria's economic progress. The
interaction has reduced export's negative effect on economic development by using
resources carefully enough. There was a negative correlation between exports and
GDP growth, but FDI significantly reduced that correlation.

Diagnostic test

It is crucial to validate the correctness of the ARDL model after doing the
analysis. Therefore, diagnostic tests were administered in this research. The
summary of the results is shown in table 6 below.

Diagonistic test stag-stic rob.
Breusch-Godfrey Serial Correlation LM Test 418 ° .664
Heteroskedasticity Test: Breusch-Pagan-Godfrey 445 ° 916
Ramsey RESET Test .069 ° .795
Normality Test: Jarque-Bera 489 ° .783
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10

Series: Residuals
Sample 1990 2021
Observations 32

Mean -1.42e-14
Median 0.350134
Maximum 5.341505
Minimum -4.680619
Std. Dev. 2.271315
Skewness 0.282340
Kurtosis 2.779894
om HEEEEE - -
-5 -4 -3 -2 -1 0 1 2 3 4 5 6

Probability 0.782804

[e)]

~

N

The result of the Breusch-Godfrey LM which test for autocorrelation revealed
that there is no problem of autocorrelation in the model as the probability value is
greater than 5% significant level. Also White's test of heteroscedasticity result
yields a probability value above the 5% significance level, indicating that there are
no issues of heteroscedasticity in the model. Lastly, the Jargue-Bera test revealed
that the model is normally distributed.

Conclusion

This research conducted an analysis of Nigeria's economic from 1980 to 2022 in
order to ascertain the impact of FCI on the relationship between exports and
economic growth. This research is based on the endogenous growth model
developed by Solow. While the GPPC was stationary at level, the other variables
exhibit first difference stationarity. This indicates that the variables demonstrate
different levels of stationarity, as assessed by unit root analysis. Therefore, the
investigation is done using the ARDL estimation technique. The bound test
demonstrated the presence of cointegration, indicating a long run link between the
variables. Capital inflows, aggregate exports, government spending, and gross
capital formation all contribute to the growth of Nigeria's GDP. Conversely, trade
and FDI have a negative impact in the long run. Whereas, in the long run, Nigeria's
economic growth was positively influenced by capital inflow, government
spending, the correlation between exports and CFl, and trade openness. However,
the impacts of inflation rate, gross capital creation, and trade openness were
negative.
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Policy recommendation

Sequel to the findings as discussed above, the study makes the following
recommendations:

Since the study found that export has a negative impact on economic growth,
therefore government should review its trade policies to correct this abnormality.

Since capital inflow spur economic growth, therefore the government should
create an enabling environment to attract more capital inflow into the country.

The study found that the interaction of export and CFI contribute to the
economic growth, therefore government should formulates policies to ensure that
the connection between the two variable is further strengthen.
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Abstract

A turning point in the sector was the bankruptcy of FTX, a well-known
cryptocurrency exchange, in late 2022. Sam Bankman-Fried founded FTX,
which at first prospered with its cutting-edge offers. However, because of
financial mismanagement and regulatory issues, FTX experienced a liquidity
problem and widespread withdrawals. The collapse revealed regulatory
shortcomings and generated demands for improved supervision and investor
protection on a global scale. It is essential to implement swift changes, such as
harmonized laws and transparent auditing, in order to reduce risks and promote
market integrity. Nonetheless, regulatory obstacles continue to exist,
necessitating a careful balancing act between innovation and supervision. The
failure highlights the necessity of educating stakeholders and helping them
adjust to the changing cryptocurrency environment. Regulations guarantee
stability, investor trust, and institutional involvement, even though they may
also present challenges. In the end, the crash of FTX steered the sector toward
responsible expansion and emphasized the significance of strong regulatory
frameworks in determining the course of cryptocurrency markets.

Keywords: cryptocurrency, FTX, Sam Bankman-Fried, regulation,
financial mismanagement
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Introduction

The fall of FTX in late 2022 changed the game in the unstable cryptocurrency
space. Sam Bankman-Fried, a visionary and motivating businessman, founded
FTX, which soon became one of the most significant cryptocurrency exchanges
globally. It was praised for its intuitive trading platform, cutting-edge trading
options, and seeming stability in its finances. Beneath this triumph, though, a string
of grave operational and moral errors festered, finally resulting in its precipitous
collapse.

FTX's decline stemmed from a liquidity crisis sparked by customer withdrawals
and concerns regarding its financial stability. Issues surrounding intertwined
finances with Alameda Research raised alarms about potential mismanagement of
client funds and conflicts of interest (Taylor & Johnson, 2023). The increased
volatility and decreasing values within the broader cryptocurrency market
exacerbated FTX's predicament. Its collapse, occurring amidst a cryptocurrency
boom characterized by significant growth potential and minimal regulation, cast
serious doubts on the sustainability and security of the cryptocurrency market (Lee
& Kim, 2023). This study contends that the downfall of FTX serves as a clear
impetus for the establishment of comprehensive regulatory frameworks within the
cryptocurrency exchange sector. It underscores the urgent need for regulatory
bodies to devise mechanisms capable of adapting to the rapid evolution of digital
finance. Through an exhaustive examination of the FTX case, this research aims to
illuminate the intricate dynamics between innovation, regulation, and market
stability in the cryptocurrency domain (de Vries, 2022).

Background

Established in 2019 by Sam Bankman-Fried, renowned for his proficiency in
crypto markets and algorithmic trading, FTX swiftly ascended as a prominent
figure in the cryptocurrency exchange arena. Often dubbed 'SBF', Bankman-Fried
steered FTX to eminence through a blend of inventive trading options, an intuitive
platform, and dynamic marketing approaches. Within a brief span, FTX's valuation
skyrocketed to billions, attracting a diverse pool of investors and establishing a
global presence (Daughtridge, 2023). FTX's ascent in the cryptocurrency sphere
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can be attributed to various strategic endeavors. The platform offered a wide
spectrum of products, spanning futures, options, and leveraged tokens, catering to
both novices and seasoned traders. Its steadfast commitment to user security and
upholding stringent liquidity standards distinguished it from competitors.
Furthermore, strategic alliances and high-profile sponsorships significantly
bolstered FTX's standing and visibility within the crypto domain. However, the
regulatory framework governing FTX's operations was intricate and fragmented.
Prior to its collapse, the cryptocurrency market operated under relatively lenient
regulation, owing partly to the nascent nature of the technology and the rapid pace
of innovation within the sector. Regulators worldwide encountered challenges in
overseeing a market characterized by its borderless, diverse, and volatile nature.
The absence of standardized regulatory protocols allowed exchanges like FTX to
operate with considerable autonomy, often in jurisdictions with lax oversight
(PWC, 2023).

The background provides context for FTX's rapid rise in the cryptocurrency
exchange market under Bankman-Fried's leadership. It highlights the regulatory
challenges in the crypto industry that may have contributed to the exchange's
eventual collapse.

The Collapse

The collapse of FTX, formerly a dominant player in the cryptocurrency
exchange arena, unfolded dramatically and swiftly. It commenced with a cascade
of investigative reports and disclosures from whistleblowers, casting doubt upon
the financial integrity of both FTX and its affiliate, Alameda Research. These
revelations exposed a convoluted network of internal financial arrangements,
suggesting that FTX utilized customer deposits to finance speculative ventures via
Alameda Research. This disclosure starkly contradicted the perception of stability
and transparency that FTX had projected (Lang, Howcroft, and Wilson, 2023). As
these reports gained momentum, they precipitated a massive wave of withdrawals
from FTX users, apprehensive about the safety of their assets. The exchange, built
upon user confidence and trust, encountered a profound liquidity crisis. Despite
attempts to secure emergency funding, potential investors and partners distanced
themselves due to mounting allegations of financial mismanagement. The situation
escalated when FTX suspended withdrawal services, citing liquidity concerns,
exacerbating panic among its user base (Zetzsche et al., 2023).

151



6 Annals of Spiru Haret University.
@_ Economic Series
M Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

The key factors contributing to the failure of FTX included a lack of financial
transparency, the commingling of customer funds with risky investment ventures,
and an apparent absence of a robust internal control system. The shockwaves of
FTX's collapse were felt across the cryptocurrency market, leading to a significant
drop in the value of major cryptocurrencies and eroding investor confidence in
other crypto exchanges. This event exposed the vulnerabilities of the crypto market
and highlighted the risks associated with a lack of regulatory oversight (U.S.
Securities and Exchange Commission, 2022).

Timeline of Key Events Leading to FTX Collapse

/'rx deciares bankruptey

FTX declares bankruptcy

FTX pauses withdrawal services

Emergency funding efforts fail mergency funding effarts fail

Event

Massive user withdrawals begin Uassive user withdrawals begin

Investigative report reveals financial issues - r(u.nw report reveals financlal lssues

5-2022 06-2022 07-2022 08-2022 09 i022 10-2022 11-2022
Date

Graph 1. The timeline graph illustrating key events leading to the collapse of FTX. This
graph visually depicts the rapid progression of events over a short time frame, starting
from the release of investigative reports revealing financial issues to the eventual
declaration of bankruptcy by FTX.

Following FTX's collapse, numerous investors suffered substantial losses, with
billions of dollars in customer assets frozen. The broader cryptocurrency market
witnessed increased volatility, as the failure of a major exchange raised concerns
about the stability and security of digital asset platforms (Yousaf, Riaz, & Goodell,
2023).
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Regulatory Shortcomings

FTX's collapse highlighted regulatory shortcomings in the cryptocurrency
market. Despite the market's rapid growth to a $3 trillion valuation, regulatory
frameworks lagged behind. In 2022, only a minority of countries had established
comprehensive cryptocurrency regulations, resulting in a fragmented global
regulatory landscape (Shirakawa & Korwatanasakul, 2019).

A significant regulatory gap in the cryptocurrency market was the absence of
standardized transparency and auditing requirements. While traditional financial
institutions are mandated to maintain strict transparency, crypto exchanges like
FTX often operated with minimal transparency. Reports indicated that in 2022, less
than 25% of crypto exchanges adhered to transparency standards equivalent to
those in traditional finance (Hallak & Salén, 2023).

The intertwined financial ties between FTX and Alameda Research highlighted
the repercussions of regulatory deficiencies. While conventional financial sectors
uphold rigorous conflict-of-interest standards, the cryptocurrency realm notably
falls short in this regard. More than 90% of regulated institutions in traditional
finance adhere to such protocols, yet the crypto industry lacks equivalent
regulations. The mingling of FTX's and Alameda's finances, which contributed to
FTX's downfall, emphasizes the imperative for robust conflict-of-interest
regulations within the crypto sphere (Han et al., 2023).

The disparity in auditing and financial reporting standards is striking. In
traditional finance, nearly all major institutions undergo rigorous independent
financial audits annually. Conversely, in the cryptocurrency sphere, only around
40% of exchanges subject themselves to such scrutiny. The absence of independent
audits, as seen in the case of FTX, created an environment where financial
irregularities could go unnoticed until they led to catastrophic failures (Martino,
Nabilou, & Pacces, 2023).

The regulatory deficiencies within the cryptocurrency market, as demonstrated
by the collapse of FTX, resulted in significant losses of around $8 billion in
customer assets. This event emphasized the necessity for comprehensive regulatory
frameworks that prioritize investor protection and market integrity. Following the
FTX incident, there was a surge in demands for regulatory reform, seeking to
implement standards comparable to those in traditional finance while
accommodating the distinct features of digital assets. Achieving a balance between
innovation and investor protection became essential for ensuring the longevity and
stability of the cryptocurrency market (Baker et al., 2023).
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The global disparity in cryptocurrency regulation was evident, with some
countries implementing strict frameworks while others lacked oversight. This
inconsistency hindered international cooperation in financial oversight and allowed
regulatory arbitrage. Entities like FTX could strategically position themselves in
lenient jurisdictions. International financial bodies and regulators aimed to
establish a more harmonized regulatory landscape for cryptocurrencies (Narain &
Moretti, 2022).

Global Responses and Broader Implications

The collapse of FTX, a major player in the cryptocurrency exchange market,
elicited significant responses from financial authorities and governments globally.
In the United States, the Securities and Exchange Commission (SEC) and the
Commodity Futures Trading Commission (CFTC) intensified their scrutiny of
cryptocurrency exchanges. These agencies advocated for stricter compliance with
financial regulations, emphasizing the need for greater investor protection in the
crypto market. Similarly, in Europe, the European Securities and Markets
Authority (ESMA) called for harmonized crypto regulations across member states,
focusing on transparency and financial stability (McCrank & John, 2022).

In Asia, responses to the FTX collapse varied. Japan and South Korea
accelerated efforts to regulate digital assets, while other countries reconsidered
lenient stances. The People's Bank of China maintained strict cryptocurrency
policies, citing the FTX collapse (Wang & Lee, 2023).

The collapse of FTX had a significant impact on investor sentiment in the
cryptocurrency market. Many investors became more risk-averse, reevaluating
their exposure to digital assets. This shift in sentiment led to increased volatility in
cryptocurrency markets, with major cryptocurrencies like Bitcoin and Ethereum
experiencing significant price declines in the aftermath of the FTX collapse
(Almeida & Gongalves, 2023).

The broader implications for the cryptocurrency industry were profound. The
FTX collapse served as a wake-up call, highlighting the vulnerabilities in the
market and the urgent need for regulatory reform. It prompted a reevaluation of the
decentralized finance (DeFi) sector, with stakeholders acknowledging the necessity
for balancing innovation with risk management. Additionally, the incident spurred
discussions about the role of cryptocurrency in the global financial system,
questioning its viability as a mainstream financial instrument (Manda & Yadav,
2023).
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Moreover, the FTX incident catalyzed a shift towards more sustainable and
responsible growth models in the crypto industry. Startups and established players
alike began prioritizing transparency and compliance, recognizing that these
elements were crucial for long-term success and public trust. This shift also opened
up dialogues about consumer education in the cryptocurrency space, emphasizing
the need for investors to be better informed about the risks associated with digital
assets (de Vries, 2022).

The collapse of FTX highlights the urgent need for comprehensive regulation in
the cryptocurrency exchange sector. Such regulation is crucial for protecting
investors, ensuring market integrity, and promoting a stable environment for
sustainable growth.

Enhanced transparency and reporting standards are essential in the
cryptocurrency exchange sector. Regulations should require exchanges to regularly
disclose financial information and undergo independent audits, fostering trust
among users. Crucially, customer funds should be kept separate from exchange
operational funds to protect user assets in case of financial difficulties.

Enhanced auditing and strict compliance with anti-money laundering (AML)
and know your customer (KYC) regulations are critical. Regular, independent
audits should be mandatory to ensure exchanges operate transparently and legally.
Implementing measures to prevent market manipulation and maintain fair trading
practices is vital for market integrity, including monitoring and addressing
fraudulent activities and extreme market volatility.

Proposals for regulatory reform in the cryptocurrency sector encompass the
development of a global regulatory framework. Spearheaded by international
financial bodies, such a framework would strive to standardize regulations across
various jurisdictions, thereby mitigating the risks stemming from regulatory
inconsistencies. Another significant proposal involves the establishment of a
licensing system for cryptocurrency exchanges. This initiative would mandate
exchanges to satisfy specific operational and financial criteria to obtain a license,
thereby bolstering overall market integrity. The potential ramifications of these
regulatory measures are multifaceted. On one hand, they hold the promise of
bolstering investor confidence, curbing fraudulent activities, and fostering a more
resilient and trustworthy cryptocurrency market. Conversely, there exists a risk that
overly rigid regulations could stifle innovation and impede the dynamic growth
characteristic of the digital asset sector. Implementing these regulations poses
several challenges.
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Achieving the delicate balance between regulation and innovation is paramount.
Regulations must be stringent enough to ensure safety and transparency while
remaining adaptable to accommodate the rapidly evolving nature of digital assets.
Additionally, the global nature of cryptocurrency necessitates international
cooperation for effective regulation, a daunting task given the diverse legal and
economic landscapes across countries.

Moreover, staying abreast of technological advancements in blockchain and
digital assets is imperative for regulations to remain pertinent and efficacious.
Lastly, educating all stakeholders, including regulators, investors, and operators,
about the risks and obligations associated with digital assets is indispensable for the
successful implementation of these regulations.

The journey towards robust regulation in the cryptocurrency exchange sector is
complex and multifaceted, requiring careful consideration and collaboration across
various domains to ensure effectiveness and sustainability in the rapidly evolving
digital asset market.

The collapse of FTX, a leading cryptocurrency exchange, highlights the risks in
the largely unregulated crypto space. It resulted from financial mismanagement,
lack of transparency, and inadequate regulatory oversight. This underscores the
need for robust cryptocurrency exchange regulations to protect investors and
ensure market stability.

The significance of FTX's collapse extends beyond its immediate financial
repercussions. It has served as a catalyst for a global reassessment of how
cryptocurrency exchanges operate and are regulated. The incident highlighted
glaring gaps in existing regulatory structures, particularly in areas of transparency,
auditing standards, and the safeguarding of customer assets. It also brought to light
the necessity of international cooperation in formulating and enforcing regulations
in a market that is inherently borderless and diverse.

The urgency and importance of regulating cryptocurrency exchanges have never
been clearer. Effective regulation is crucial not only for protecting investors but
also for ensuring the stability and integrity of the broader financial system. The
implementation of comprehensive regulatory measures, adapted to the unique
characteristics of digital assets, is essential for mitigating risks and fostering
sustainable growth in the cryptocurrency market.

Looking towards the future, the cryptocurrency markets under enhanced
regulation hold both challenges and opportunities. While stricter regulations may
impose certain constraints on the operations of cryptocurrency exchanges, they also
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offer the potential for greater stability, investor protection, and legitimacy. A well-
regulated market could attract more institutional investors, contributing to the
maturity and mainstream acceptance of cryptocurrencies. Additionally, effective
regulation could spur innovation, encouraging the development of new and safer
financial products within the crypto space.

Conclusion

In conclusion, the FTX collapse serves as a pivotal moment in the history of
cryptocurrency markets, marking a turning point towards more responsible and
robust regulatory approaches. The future of these markets, under the auspices of
enhanced regulation, promises greater security for investors and a more stable
foundation for the continued growth and innovation in the world of digital finance.
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Abstract

There have been inconsistencies in the findings of academic researchers on
entrepreneurial orientation and SMEs competitive advantage, which has
demanded a further study. The issue of inadequate access to finance, poor
infrastructure, inconsistency with government policy, poor support (business
development work), inadequate sales, too many taxes and obsolete
technologies leading to massive failures of SMEs and its effect on the epileptic
growth of SMEs in Nigeria, but also due to the problem from entrepreneurial
orientation. The survey research design was employed in this study and the
study relied on primary data. The targeted population of this study is 1,511
SMEs (wholesalers and retailers only), which were drawn from National
Association of Small and Medium Enterprises (NASMEs) in Lagos and Ogun
States in Nigeria. A snowballing sampling technique was used to choose 316
participant SMEs to which the questionnaires were administered, of which 243
questionnaires were returned. The hypotheses of the study were analyzed using
multiple regression analysis. The results showed that pro-activeness,
innovativeness, and risk-taking significantly improve the performance of SMEs
in Nigeria. The study came to the conclusion that innovative, entrepreneurial-
oriented businesses are more likely to lead their industry in innovations and
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carry out tasks in a way that better serves clients and increases the firm's
power. In order to improve the performance of their companies, the study
recommended that SMEs' owners and managers to be dedicated to process and
radical innovation in their interactions.

Keywords: Competitive Advantage, Entrepreneurial Orientation,
Innovativeness, Pro-activeness, Risk-taking and Small and Medium Scale
Enterprises

JEL Classification: M1

1.0 Introduction

Nigeria is blessed with huge natural and human resources which should make
her one of the best countries in the world but the country faces various challenges
amongst which are economic depression, crisis, and insecurity deprived her from
being one of the best (Dansu, 2013). Nigeria remain free food producer economy
and one of the major exporter of the agricultural products across the world not until
late 1970s when crude oil became the major source of revenue to gain Gross
Domestic Product (GDP) and affected other revenue generation sectors of the
Nigeria economy (Olowofeso, 2021). Though some of the oil producing economies
(Saudi-Arabia, Qatar, Venezuela etc.) like Nigeria that are mono-product economy
do not experience the same challenges, it is because their oil revenue is well
managed, unlike what obtains in the Nigerian economy. Other revenue generating
sectors in Nigeria have been paralyzed during the oil boom of the 1970s, as
government and other organizations lost interest in these sectors and focused on oil
alone. Unfortunately, these sectors have not been revived till today (Zaato, Ismail,
Uthamaputhran &Owusu-Ansah, 2020).

Asides the oil boom of 1970s, SMEs in Nigeria is another area currently
expected to help in building Gross Domestic Product (GDP), but series of
challenges perhaps [both internal (poor accounting record, inability to separate the
owner from business and so on) and external (epileptic power supply, bad road and
inadequate road network as well as poor town planning)] retarded the expected
growth of SMEs in Nigeria and however, resulted in inadequate contribution of the
sector to GDP (Dansu, 2013). The above mentioned challenges contributed
immensely to the adverse performance of the SMEs in Nigeria, though most of the
existing SMEs that have been in operation for over five years appear to have been
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proffering solution to those problems facing them through local strategic alliance
such as managing the environment where they are operating (Zaato, Ismail,
Uthamaputhran & Owusu-Ansah, 2020).

In recent years, the importance of entrepreneurship to firms has been
increasingly recognized. According to research by Audretsch and Keilbach (2007),
entrepreneurial activities can lead to innovation and create new products or
services, which in turn can help firms achieve a competitive advantage.
Additionally, Hitt et al. (2011) suggest that entrepreneurship can also contribute to
organizational growth and adaptability, as entrepreneurs often possess the drive
and vision to identify new opportunities and respond to changing market
conditions. Thus, fostering an entrepreneurial mindset and supporting
entrepreneurial activities can be beneficial for firms looking to achieve long-term
success (Zaato, Ismail, Uthamaputhran & Owusu-Ansah, 2020).

While a number of studies have examined entreprencurial orientation (EO),
SMEs performances and Market share, they have ignored the EO and SMEs
competitive advantage in developing economies like Nigeria, with the exception of
a few studies. This study examines the relationship between entrepreneurial
orientation and SMEs’ competitive advantage (wholesale and retail only) in Lagos
State, Nigeria. This research expands the literature on the EO and SMEs
competitive advantage focusing on the effect of EO on SMEs’ competitive
advantage in Lagos State.

1.1 Statement of the Problem

SMEs in Nigeria are faced with a lot of challenges and pressures, both from
internal and external factors. These challenges range from lack of financial support,
innovative ability, technological innovation, demographic and social change,
globalization to mention a few, as a nation and integrates more into the world
economy at large.

Ibrahim and Abu (2020), reflected that the skills and knowledge of the owners
of businesses, depends directly on entrepreneurial orientation and it is referred to as
the basic component in determining the ability to manage strategically their
establishments in order to engender good performance (Okoli, Nwosu &
Okechukwu, 2021). Ilesanmi, Onikoyi & Badiru (2022) opined that collapse of
SMEs is based on the in-competencies of the manager, their inability to be
proactive, innovative, their lack of entrepreneurial skill and technical
incompetence.
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Meanwhile a contrary opinion was presented by Gupta, Niranjan, and
Markin(2020) who said that EO has no significant relationship with performance.
They had their backing from the empirical study where they revealed that many
entrepreneurs having little or no training or orientation in business and
management appeared to be more successful in their businesses than some with
some levels of orientation. Hence, there are inconsistences in the findings which
demand for further study. Scholars have written severally on EO and SMEs
performance but few have related these concepts to competitive advantage, hence
the reason to look into the effect of EO and SMEs competitive advantage in Lagos
State.

1.2 Research Objectives
The main objective of the study is to examine the effect of entrepreneurial
orientation on SMEs competitive advantage in Nigeria. The specific objectives are
to;
1. examine the influence of pro-activeness on SMEs’ competitive advantage in
Nigeria.
ii. evaluate the effect of innovativeness on SMEs’ competitive advantage in
Nigeria, and
iii. assess the effect of risk taking on SMEs’ competitive advantage in Nigeria.

1.3 Research Questions
Based on the above objectives, the below relevant questions were raised and to
be addressed;
i.  How does pro-activeness affect SMEs’ competitive advantage in Nigeria?
ii.  What is the influence of innovativeness on competitive advantage of SMEs
in Nigeria?
iii.  How does risk taking influence competitive advantage of SMEs in Nigeria?

1.4 Research Hypotheses

Based on the above questions, the below relevant hypotheses were tested;

Hoi:  Pro-activeness does not significantly affect competitive advantage of
SMEs in Nigeria

Hp:  Innovativeness has no effect on competitive advantage of SMEs in Nigeria

Hps:  Risk taking does not have influence on competitive advantage of SMEs
in Nigeria.
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1.5 Scope of the Study

The purpose of this paper is to investigate the relationship between
entrepreneurship orientation and SMEs competitive advantage in Nigeria. The
study focused on exploring the extent to which entrepreneurship orientation
influences the competitive advantage of SMEs operating in Nigeria.

The study is limited to a sample of SMEs operating in Lagos State and Ogun
State, drawn from various industries and who are wholesalers or retailers which
constitute 1,511 SMEs within Lagos and Ogun States. They were included in this
study because they are easily assessable, and they constitute one of the highest
SMEs subsector. The findings from this study has contribute to the existing
literature on entrepreneurship orientation and SMEs competitive advantage. It is
expected that the study will provide insights into the relationship between
entrepreneurship orientation and competitive advantage, as well as the factors that
influence this relationship in the context of SMEs in Nigeria.

2.0 Literature Review

2.1 Conceptual review

2.1.1 Entrepreneurial Orientation

Entrepreneurial orientation (EO) is the readiness of individual or organisation to
accept willingly new opportunities and be accountable for creative change.
(Barterng, 2020). Entrepreneurship is basically an orientation towards seeing
opportunities and taking advantage of the opportunities, therefore, another way to
understand EO is to think about it as the process and decision-making activities
used by entrepreneurs. EO helps to discover new opportunities and to the support
of business activities, hence, EO is a key factor for a successful SMEs
performance.

There are empirical explanations in recent studies on EO which analyze EO and
affirm it as a moderating effect on corporate social responsibility (CSR) and
performance. They indicate that sustainable firms should be able to make
considerations for the entrepreneurial orientation so as to make their businesses
succeed (Dansu, 2013). Soto-Acosta et al. (2016) examined the relationship
between sustainable entrepreneurship and business success. Their findings revealed
that environmental consciousness and other aspects of sustainability do not directly
affect a company's performance. When entrepreneurial and financial benefits are
realized, it indicates that sustainability orientation has an impact on sustainable
entrepreneurial intention, and this will have to depend on the EO. In the meantime,
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the sustainability-oriented people with entrepreneurial orientation might not be able
to take the right action when starting a business. Meanwhile, some other studies
considered EO with entrepreneurial intention citing a tradeoff relationship between
them (Soto-Acosta et al., 2016). They perceive that the entrepreneurs are often
used as social entrepreneurs which is having their interest on the environmental and
social issues rather than making profit.

Some studies revealed that entrepreneurial orientation has a negative effect on
entrepreneurial intention for students in businesses (Adamu, Wan, & Gorondutse,
2019); most of these entrepreneurs’ reason that when they consider the social and
environment factors in their business there might be a reduction in their private
benefit. Entrepreneurs tend to view sustainability orientation for social and
environmental benefit as a tradeoff relationship with entrepreneurship orientation
for profit (Dansu, 2013). Nascent entrepreneurs sometimes take sustainability as a
way of making profit and making more serious consideration than that of the
benefit of the social and environment through sustainability. This means that the
nascent entrepreneurs see new market opportunities in the environments which
they interpret and understand the new opportunities, this can be feasibility or the
creation of profit; this is different from the altruistic view which make
considerations for the environment and sustainability. However, for an
entrepreneur, there is a relationship between profit and the survival or sustainability
of the enterprise. This means that, entrepreneurial orientation might make it very
tough in starting businesses even when there are good opportunities in the market.
Patzelt & Shepherd (2011) carried out a study to understand the moderating effect
of entrepreneurship orientation in the relationship between sustainability
orientation and opportunity discovery. They revealed that having the idea of the
natural and communal environment has positive effects on recognition of
sustainable development opportunities while that of the entrepreneurial knowledge
also have a positive moderating effect in this relationship.

2.1.2 Small and Medium Enterprises

There is no generally accepted definition of micro enterprises as different
nations have defined enterprises based on different circumstances. What is stated or
identified as SMEs in many industrialized countries might differ from the
developing nations.

In industrialized economies, businesses classified as micro enterprises could be
classified as small or medium-sized in developing nations. This is due to the fact
that different countries have different levels of technology, capital invested, and
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workforces involved in running and executing SMEs. SMEs are classified
according to capital invested in certain nations, number of employees, or volume of
revenue in other countries. Most definitions of SMEs are determined by the policy
makers, who include traders, labor officers, financiers, and service providers.
Among the standard used to define enterprises, the most common and widely used
ones comprise of the number of paid employees by the sector, the amount of paid-
up capital, total assets, volume of sales, and value added or net worth (Ipigansi,
Ajemunigbohun, 2023).

Dansu (2013) says that SMEs are classified according to the scale of operations
based on the nature and size of employment. That is, they are classified into
different size categories based on number of workers as criteria. For example,
Micro, Small and Medium Enterprises (MSME) National Survey Report (2017),
classified MSMEs based on employment and assets. See table 1 below:

Tablel: Categorisation of SMEs definition by employment and asset

S/N Size category Employment Asset (=N= million) (excl. land
&building)

1 Micro enterprises Less than 10 Less than 5

2 Small enterprises 10 to 49 5 to less than 50

3 Medium enterprises | 50 to 197 50 to less than 500

Source: Micro, small and medium enterprises (MSME) National Survey 2017 Report

2.1.3 Pro-activeness

Generally speaking, pro-activeness means looking forward and seeking
opportunities. It entails a company taking the lead to launch novel goods or
services that set them apart from their rivals in an effort to lead by example, set the
standard, make the first move, or gain the upper hand in satisfying consumer needs
in any given circumstance by launching new procedures, goods, or services before
their rivals (Miller, 1983; Dansu, 2013). Proactive SMEs don't only follow the lead
of other companies; instead, they always aim to be industry leaders (Zaato, Ismail,
Uthamaputhran & Owusu-Ansah 2020). It is an indication of opportunity
recognition and how they are aware and responsive to market signals ahead of
competitors (Zaato, Ismail, Uthamaputhran & Owusu-Ansah 2020). Furthermore,
some studies have reported that SMEs ‘with high responsive ability’ should
consider pro-activeness as a vital aspect of their business and always strive to have
a first-mover advantage over their counterparts in identifying and turning ideas into

165



Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

opportunities (Dansu 2013; Adamu, Wan, & Gorondutse, 2019). SMEs should,
therefore, focus on building their capacity in order to be proactive. This involves
improving both their material and non-material resources, such as their human
resource capability, in order to be able to recognize opportunities to meet current
and future market demands in a timely manner, influence policymakers, set the
market's pace based on their market share (Tang et al., 2014), adopt technology,
and stay up to date with advancements in the field (Adamu, Wan, & Gorondutse,
2019).

2.1.4 Innovativeness

Global marketplaces are changing quickly, which has increased rivalry, reduced
value addition, and decreased the efficacy of businesses' goods and services
(Dansu, 2013; Zaato, Ismail, Uthamaputhran & Owusu-Ansah 2020). One of the
key components of SMEs' strategies is innovation, which helps them create new or
improved processes, goods, and services that help them enter markets, draw in
customers, grow their market share, and gain a competitive edge as their
environment changes (Dansu, 2013; Zaato, Ismail, Uthamaputhran & Owusu-
Ansah 2020). Schumpeter (1942) was the first to recognize innovation, equating it
with "creative destruction." According to him, the process that generates wealth is
known as "creative destruction." It starts with the introduction of new goods and
services, which displaces existing firms' resources and gives new firms a
competitive edge. This process should be started by an entrepreneur and results in
the destruction of existing products and services as well as market structures
(Dansu, 2013).

2.1.5 Risk Taking

SMEs perceive risk-taking as the inclination of individuals within a firm to
make bold or well-calculated decisions when entering existing or new markets. It
involves committing resources to ventures with uncertain outcomes and a
willingness to invest in business ideas that other SMEs may shy away from due to
fear or risk aversion (Dansu, 2013; Zaato, Ismail, Uthamaputhran & Owusu-Ansah
2020). Since the beginning of entreprencurship, risk-taking has been associated
with it (Dansu, 2013), and it is a crucial indicator of EO when assessing the degree
of survival among SMEs. On the other hand, studies show that SMEs' risk-taking
capabilities range from low to moderate. As opposed to those who take extremely
low levels of risk, individuals who take reasonable amounts of risk perform well
(Dansu, 2013; Zaato, Ismail, Uthamaputhran & Owusu-Ansah 2020). This
supported the widely held belief that SMEs who take risks can ach- ieve better
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long-term growth and profitability than those who don't. (Dansu, 2013; Zaato, Ismail,
Uthamaputhran & Owusu-Ansah 2020). This viewpoint confirmed the risk-returned
theory's tenet, which states that performance of SMEs is correlated with risk and
return. It is impossible for SMEs to achieve targeted performance and completely
distance themselves from taking some amount of risk if they hope to survive.

2.1.6 Competitive advantage

Competitive advantage refers to the unique strengths or capabilities that allow a
business to outperform its competitors. These advantages enable a company to achieve
superior profitability, market share, or other strategic objectives. Competitive
advantage can arise from various sources, and businesses often seek to identify,
develop, and leverage these advantages to stay ahead in the market. Twin (2023), a
company's competitive edge is what sets its goods and services apart from those of its
rivals in the eyes of consumers. Put differently, a company's ability to demonstrate its
values to customers in a way that outweighs the price they pay is its competitive edge.
Tonchia and De Toni (2003). According to Shodiya (2021), a company gains a
competitive edge when it connects to its environmental opportunities and chances. This
advantage helps the company thrive.

Lynch (2002), stated that competence includes knowledge and key skills that
enables firm meet and surpass the expectation of customers with their quality
product and service delivery of products. Based on this, it can be argued that
knowledge is the basic skill for competitive advantage, which are observed as
fundamental basis of competitive advantage.

The basic way of assessing competitive advantage, is with the use of
comparative advantage (a firm's ability to produce a good or service more
efficiently than its competitors) or differential advantage (which is when a firm's
products or services differ from its competitors' offerings and are seen as
superior), (Twin, 2023). He also stated that competitive advantage is easily
replicable and imitated by competitors. Some of the benefits of competitive
advantage are: increase in profit margins and customer base, brand loyalty
maintenance and attracts potential investors. Thus, this study used competitive
advantage to assess its effect on EO amongst SMEs.

2.2 Theoretical Background

2.2.1 The Resource Based View Theory (RBYV)

For investigating EO in predicting SMEs competitive advantage in Lagos, this
study invokes the Resource Based View (RBV) Theory. This theory is key for
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understanding and defining pro-activeness, innovation and sustainability that
enables leaders take advantage of internal resources (Barney & Arikan, 2021).

Adekunle and Owolabi (2022) sated that resource-based theory emphasizes how
businesses use a variety of resources to launch their entrepreneurial endeavors.
Although having access to capital increases the likelihood of a new business
venture succeeding, entrepreneurs frequently launch their ventures with little
available cash. Entrepreneurs may also leverage human resources, such as
education, and other resources, as well as social networks and the knowledge they
offer. Furthermore, the intangible components of leadership the entrepreneur adds
to the mix operate as resources that cannot be replaced but can help uncover ways
of utilizing resources optimally, which is necessary for SMEs (Adekunle and
Owolabi, 2022). Birger (1995) states that RBV theory remarkably impacts a firm’s
pro-activeness, innovativeness and sustainability. Evans and Jonanovic (2016)
asserted that the process of strategic planning starts with an examination of a
company's competitive standing within a certain industry. This is regularly
accomplished by taking into account the surroundings of the company and
determining what course of action might perhaps enhance the company's
performance. Given this context, it makes sense for Anderson and Mullar (2003) to
suggest that Resource-Based (RBV) theory can be viewed as a strategy formulation
process that occurs "inside out." The process begins with acknowledging the
resources that the company obtains, exploring opportunities for value creation, and
implementing a plan that will support sufficient and sustainable value creation.

Moreover, the ideas of resources also encompass the diverse cognitive
capacities that the business owner possesses in order to generate and integrate
mixed resources. Identifying behaviors and skills that can be viewed as resources,
organizing and combining resources, building a firm out of those resources, and
producing a variety of outputs that outperform competitors are the primary
objectives of this analysis (Anderson & Miller, 2003).

2.3 Empirical Review

Kraus et al. (2012) reviewed the entrepreneurial orientation and the business
performance of SMEs in the Netherlands in a quantitative study in the Netherlands
in which a series of hypotheses were tested pertaining to its performance effects
using survey data gathered from 164 Dutch SMEs and the principal component
analysis with Varimax rotation was used for data analysis. The findings from the
study showed that pro-activeness is directly related to the performance of the Dutch
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SMESs under investigation, and its effects on business performance is not affected
by market turbulence. Innovativeness and risk-taking did show a direct significant
relationship with business performance, but only when accounting for their
interaction with market turbulence.

Butkouskaya, Llonch-Andreuand Alarcon-del-Amo (2020) carried out a study
titled “Entrepreneurial Orientation (EO), Integrated Marketing Communications
(IMC), and Performance in Small and Medium-Sized Enterprises (SMEs): Gender
Gap and Inter-Country Context”. In this study, structural equation modeling (SEM)
was used to examine data collected from 315 manager questionnaires conducted in
Belarus and Spain. The findings indicate that EO, IMC, and performance among
SMEs in both marketplaces are positively correlated. Nonetheless, in the case of
men managers in a developed market (Spain), as opposed to female managers,
these relationships are noticeably stronger. In the developing market (Belarus),
there was no discernible gender difference. Furthermore, on the other hand, when a
manager is a woman in a developing market, the EO-IMC-performance linkages
are stronger.

Runtuk, Kiat, Yin, Purwanto, Chairat and Yu (2023) carried out a study titled
“Sustainable Growth for Small and Medium-Sized Enterprises: Interpretive
Structural Modeling Approach”. The study intended to create an interaction model
for all factors that encourage sustainable SME growth. To create an interaction
model of the factors that promote the growth of SMEs, an interpretative structural
modeling (ISM) analysis is carried out. The findings demonstrate the importance of
both internal and external facilitators for the expansion of SMEs. This study
demonstrates that the internal enablers of managerial skills (MS), entrepreneurial
orientation (EO), and ownership structure (OS) are interconnected and have a
significant impact on the success of SMEs. Furthermore, outside facilitators like
GS (government support) and CIL (customer involvement and location) are crucial
in enhancing the effectiveness of other SME growth-related elements.

In the 1980s, competitive advantage became a tool for evaluating business
operations' sustainability and value proposition in addition to their fundamental
financial performance (Tsenyil, Dakung, & Goyit, 2018). It can also be defined as
the aspect of an organization's success relative to rivals that supports the continuation
of business operations. When a business maintains a distinct advantage over rivals,
even in the face of their constant attempts to replicate it, it is said to have acquired a
competitive advantage. According to Michael Porter's research, competitive
advantage is attributed to three factors: (a) providing a tested value proposition that
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benefits end users; (b) delivering this value proposition through organizational
activities in a way that rivals find difficult to copy; and (c) the advantage is
sustainable in the face of competition and environmental change (Tsenyil, Dakung
& Goyit, 2018). Technology innovation, human resource management, and
organizational culture can all be used to gain a competitive advantage.

3.0 Research Methods
The research methodology outlined in this section includes the research design,
data collection methods, and data analysis techniques used in the study.

3.1 Research Design

The research design chosen for this study is the descriptive survey research
design. This is because the study seeks to produce data for analysis through the use
of a questionnaire. The descriptive survey design allows for the collation of data
from a large sample, in this case, a large sample of SMEs in Lagos and Ogun
States, so as to produce a snapshot of the current entrepreneurial orientation and
competitive advantage amongst the SMEs in the Nigeria (Hair et al., 2019). The
questionnaire served as the primary instrument for data collection, allowing for
efficient data gathering from a diverse range of SMEs operating in Lagos State and
Ogun State.

3.2 Population of the study

The target population of the study is 1,511 SMEs (Wholesales and Retails Only)
from Lagos State and Ogun State, which are from the total SMEs obtained from
National Association of Small and Medium Enterprises (NASMESs) records as at
2021. The population of the study signified the registered members of National
Association of Small and Medium Enterprises (NASMEs) in Nigeria choosing
Lagos and Ogun States.

3.3 Sampling Size Determination
The Yamane (1967) formula of sample size calculation was used, as depicted
below to determine the sample size of the study population.
N

n:+
1+ M ie)?

Where: n= Sample size
N = Elements of population of the study: 1,511
e = Sampling error: 5%
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Substituting the formula above:

n = 1,511
141,511 (0.05)
n = 1,511
4.7775
n = 31627
= 316

3.4 Sampling Techniques

This study applied the snowballing sampling technique. Snowball sampling is a
non-probability sampling technique that is commonly used in qualitative research, but
it can also be adapted for quantitative studies such as the current research (Biernacki &
Waldort, 1981). The SMEs in Nigeria are many and diverse, and as such, carrying out
other sampling techniques has the risk of making us leave out SMEs in certain
industries in the state. Snowball sampling technique is therefore justified in this study
as it makes it easier to reach diverse SMEs in different industries.

The snowballing technique, also known as a chain referral technique involves an
initial identification of participants through the researcher’s network (Hair et al.,
2019). These initial participants then use their own network to recruit more
participants who are able and willing to participate in the study. In studies where it
may be difficult to reach certain aspects of the population, this technique is useful as
it leverages the power of network to penetrate the different layers of the population.
With this, the researcher is able to ensure that the participants are able to provide
valuable insights and recommendations for identifying other relevant participants.
This cycle is repeated until all important information has been collected, and new
contacts may not necessarily provide new additional information.

The first set of participants in this study were identified though purposive
sampling as they were SMEs and they were also assessable to the researcher. The
criteria at this initial point were that they operate or work in SMEs within Nigeria,
and they have an understanding of entrepreneurial orientation and competitive
advantage. They were then administered the questionnaire for the study. After they
had completed the questionnaire, they were asked to refer other participants who
would fit in to the study. It is important to note that the determined sample size for
the project was kept in view while admitting participants.

The snowballing sampling technique applied here has its limitations. It has the
potential to introduce biases into the sample due to over representation of SMEs
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from certain industries. However, the method provides a valuable approach to
accessing specific population where other sampling methods cannot yield success
(Sekaran & Bougie, 2016).

3.5 Results and Discussion

The following is how the codes are arranged in the questionnaire: Agree (4),
Strongly Disagree (1), Disagree (2), Undecided (3), and Strongly Agree (5). The
study tool was validated using face and content validity. Cronbach Alpha reliability
study shows a high level of internal consistency. Pro-activeness, inventiveness,
risk-taking, and competitive advantage scored 0.713, 0.762, 0.770, and 0.827,
respectively, according to the alpha coefficients.

3.6 Reliability and Viability Test of Research Instrument

Conducting research through online (google form) survey strategy is an
essential aspect of research; in this case, questionnaire was subjected to reliability
and validity tests. Face and content validity of the questionnaire was assessed by
some experts such as academics, scholars and SMEs owners/managers who have
in-depth knowledge in the area of study before it was administered.

Table 1: Reliability Analysis

Variable Number of items Cronbach’s Alpha
Pro-activeness 5 0.713
Innovativeness 4 0.762
Risk Taking 5 0.770
Competitive Advantage 4 0.827

Source: Field Survey Results, 2023

3.7 Validity of the Instrument

The questionnaires were split up into multiple sections, each of which evaluated
data for a different study purpose, in order to ensure construct validity. Principal
Component Analysis (PCA) was used to statistically measure construct validity.
The Kaiser-Meyer-Oklin (KMO) measure of sample adequacy and Bartlett's test of
sphericity are the primary measures used to assess an instrument's validity in
exploratory factor analysis (Field, 2018; Fabrigar et al., 1999). The KMO sampling
adequacy and Bartlett's sphericity test were used in the study to ascertain whether
the statements that make up the research instruments for each variable genuinely
measured the intended outcomes. The study's variables are genuinely measured by
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the questions if the KMO result is larger than 0.5. When assessing the variables
under investigation, the Bartlett test of sphericity result at 0.000, or less than 5%,
shows that there is a highly significant association among the variables.

Table 2: Validity Results: Confirmatory Factor Analysis

S/N | Variables No. of AVE KMO Bartlett Test
Items

1 Pro-activeness 5 0.511 0.573 109.636

2 Innovativeness 4 0.515 0.511 84.681

3 Risk Taking 5 0.531 0.632 63.268

4 Competitive Advantage 4 0.541 0.554 237.201

Source: Researcher’s Computation from Field Survey (2023)

The results of the Bartlett test of sphericity, which is less than 5% and the KMO
test, which is larger than 5%, respectively, in this study show that the statements
that made up the research instruments for each variable were indeed measuring the
desired things. Confirmatory factor analysis was utilized to further demonstrate the
construct validity of the study instrument. All variables in the research instrument
were found to have construct validity when the Average Variance Extracted (AVE)
value was greater than 0.5.The result of the KMO and Bartlett test of sphericity are
shown in Table 2 below.

Table 3: Response Rate

Category Frequency Percentage
Completed usable copies of the questionnaire 243 77.0%
Unreturned usable copies of the questionnaire 73 23.0%
Total 316 100

Source: Field Survey, 2023

4.0 Data Treatment Results

This section summarises the outcomes of the treatment conducted on the data
obtained during fieldwork before the hypotheses were evaluated using regression
analyses. Certain pre-diagnostic tests were conducted on the data to confirm that all
of the fundamental regression assumptions were met. As diagnostic tests,
normality, and multicollinearity tests were performed.
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4.1 Results of Normality Test

The skewness and kurtosis statistics, as suggested by Kline (2005),
Cunningham (2008), and Creswell (2008) were used to check for normalcy. The
results of the normalcy test are listed in Table 4.

Table 4: Skewness and Kurtosis results for the Variables

N Skewness Kurtosis
Statistic Statistic Std. Statistic Std.
Variables Error Error
Pro-activeness 243 -1.666 128 3.097 255
Innovativeness 243 -1.754 128 3.296 255
Risk-Taking 243 -1.799 128 3.372 255
Competitive Advantage 243 -1.963 128 4.736 255

Source: Researchers’ Findings 2023

Table 4, demonstrates that all variables had skewness coefficients ranging
between -1.963 and -1.666 and kurtosis coefficients between 3.097 and 4.736,
which falls within the specified threshold of values between -3 and +3 for
skewness and values less than +7 for kurtosis (Cunningham, 2008; Creswell, 2008;
Kline, 2005), indicating the normal distribution of the survey data.

4.2 Multicollinearity Test

This study uses the variance inflation factor (VIF) and tolerance levels to test
for multicollinearity. A tolerance value of less than 0.1 indicates a severe problem
with collinearity. The VIF value must be at least 10 and the acceptable tolerance
value must be at least 0.1. (Pallant et al., 2004). The presence of multicollinearity is
indicated by a VIF value greater than 10. The results of the multicollinearity
measurements are summarized in Table 5.

Table 5: Variance Inflation Factor and Tolerance Value Results

Variables Collinearity Statistics
Tolerance VIF
Pro-activeness .150 6.661
Innovativeness 208 4.807
Risk-Taking 170 5.882

Source: Researchers’ Findings 2023
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Table 5 reveals that the VIF for the variables ranges from 5.882 to 6.661
indicating the absence of multicollinearity between the variables. The tolerance
values were above 0.1 and ranged between 0.150 and 0.208. The results show that
there is no significant relationship between the components of Pro-activeness,
Innovativeness and Risk-Taking confirming the absence of multicollinearity.

Table 6: Hypothesis One, Two and Three:

Hol: Pro-activeness does not significantly affect competitive advantage of
SMEs in Nigeria

Hy2: Innovativeness has no effect on competitive advantage of SMEs in
Nigeria.

Ho3: Risk taking does not have influence on competitive advantage of SMEs in
Nigeria.

Effect of Pro-activeness, Innovativeness and Risk-Taking on Competitive Advantage

n Model B T Sig. | ANOVA | R | Adjusted | F (3,239)
(Sig.) R

(Constant) 1.893 1.300 195

Pro-activeness 0.241 2.732 .007

Innovativeness 0.300 3.750 .000 0.000° 0.699% 0.482 85.367

243 | Risk-Taking 0.177 2.051 .041

a. Dependent Variable: Competitive Advantage

b. Predictors: (Constant), Pro-activeness, Innovativeness and Risk-Taking

Source: Researchers’ Findings 2023

The effects of entrepreneurial orientation on the competitive advantage of SMEs
in Nigeria are displayed in Table 6 as a result of a multiple regression analysis. The
findings show that the competitive advantage of SMEs is positively and
significantly impacted by pro-activeness (f = 0.241, t = 2.732, p<0.05),
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innovativeness (p = 0.300, t = 3.750, p<0.05), and risk-taking (B = 0.177, t = 2.051,
p<0.05). The study's findings demonstrated that every aspect of entrepreneurial
approach significantly affects competitive advantage.

Proactiveness, innovativeness, and risk-taking are positively connected with
competitive advantage at (R) 0.699, according to Table 6. Proactivity,
inventiveness, risk-taking, and entrepreneurial orientation have a somewhat
favorable correlation with competitive advantage. According to the results, the
Adj.R2 equals 0.482, meaning that variations in pro-activeness, innovativeness,
and risk-taking can account for 48.2% of the variation in competitive advantage at
a 5% significant level. Other factors not included in the model account for 51.8%
of the variation in competitive advantage. This indicates that, regardless of
competitive advantage, SMEs' three traits of proactively, innovation, and risk-
taking accounted for 48.2% of the variance. In order words, the elements of an
entrepreneurial mindset such as proactiveness, innovativeness, and risk-taking
collectively explain 48.2% of the variation in the competitive advantage of small
and medium-sized enterprises in the Nigeria. R2 values are evaluated as follows,
per Cohen (1988): 0.26 considerable, 0.13 moderate, and 0.02 weak. With an
R-square value of 0.48, the impact of the independent factors on the dependent
variable in this instance is significant. Thus, in this study, proactivity,
inventiveness, and risk-taking are significant factors that determine competitive
advantage. From the coefficients in table 6, the established predictive and
prescriptive regression equation for the direct effect of Pro-activeness,
Innovativeness and Risk-Taking on competitive advantage were:

According to the regression equations, competitive advantage would be 1.893,
which is positive because of the constant, assuming pro-activeness, innovativeness,
and risk-taking remain constant. The prescriptive model's variables showed that
competitive advantage would rise by 0.241, 0.300, and 0.177 units, respectively,
for every unit improvement in each of the entrepreneurial orientation measures—
pro-activeness, innovativeness, and risk-taking. This illustrated how alterations in
pro-activeness, inventiveness, and risk-taking would result in modifications or
enhancements to competitive advantage. At p<0.05, the whole model's F-statistics
(df = 3, 239) = 85.367 indicate significance. At the 5% level of significance, the p-
value < 0.05 indicates that pro-activeness, innovativeness, and risk-taking have a
substantial impact on competitive advantage. Additionally, this shows that among
SMEs in Nigeria, the entrepreneurial orientation aspects of pro-activeness,
innovativeness, and risk-taking significantly predict competitive advantage. The
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null hypotheses one, two, and three (HO1, HO2, and HO3), which contend that
proactivity, inventiveness, and risk-taking have no appreciable impact on
competitive advantage, were rejected in light of these findings.

4.3 Discussion of Findings

Finding revealed that entrepreneurial orientation measures such as Pro-
activeness, Innovativeness and Risk-Taking have positive and significant effect on
competitive advantage of SMEs in Nigeria. Past studies such as Adamu, Wan, and
Gorondutse (2019), Dansu (2013), Soto-Acosta et al. (2016), and Zaato, Ismail,
Uthamaputhran and Owusu-Ansah (2020) supported the finding of this study that
pro-activeness, innovativeness and risk-taking positively enhanced SMEs overall
performance. Also, some of the study that tends to agree with the study is the
findings of the study agreed with the findings of past studies such as Kamau and
Njuguna (2022) and Ladipo et al (2017) among others.

Furthermore, the competitive advantage happens to be the bedrock of achieving
a successful competitive strategy and this can also lead to the creation of a clear
competitive advantage in business. Based on majority of past related studies
agreement with the finding of this study, thus this study rejected the three null
hypotheses.

5.1 Conclusions

The study emphasizes the importance of EO as a crucial component in gaining a
competitive advantage, and the results show that EO has a favorable and
substantial impact on SMEs in Nigeria that have a competitive advantage. The
results show that product intelligence significantly and favorably affects SMEs in
Nigeria ability to compete. The study's overall conclusion is that, for SMEs in
Nigeria, identifying and gaining a competitive edge depends heavily on marketing
intelligence.

The findings of the study are consistent with Li & Huang (2020) who found that
effective EO (marketing intelligence) practices were associated with higher levels
of competitive advantage amongst SMEs in the manufacturing sector. Another
study that resonates with the current study is Diamantopoulos et al. (2012) who
explored the relationship between EO and competitive advantage in a broader
context. The study discovered that firms with superior EO were more likely to
achieve and sustain competitive advantage over their rivals.
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The positive influence EO on SMEs' competitive advantage aligns with studies
that have emphasized the importance of product innovation and differentiation in
gaining a competitive edge. Research by Chen et al. (2014) demonstrated that SMEs
with a focus on product innovation and continuous improvement were more likely to
outperform their competitors and achieve sustainable competitive advantage.

In conclusion, the findings of this study corroborate existing research
highlighting the significance of pro-activeness, innovativeness and risk taking in
driving SMEs' competitive advantage. By understanding the market, customers,
and competitors, SMEs in Lagos State can enhance their competitive positioning
and achieve long-term success in their respective industries.

5.2 Recommendations

This study has revealed the effect of EO dimensions of pro-activeness,
innovations, risk taking and SMEs competitive advantage. However, it is therefore
recommended that:

i.  SMEs should improve on their products and services by creating value and
also ensure creativity to enable good positioning of their business to
competitive advantage.

ii.  SMEs should continuously gather industries information and analyze, which
will be used in the future for strategic direction in order to achieve business
growth and improve the economy.

iii. SMEs should develop interest in taking calculated risk at the expense of
developing or improving competitive advantage.
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SECTION A
INSTRUCTION: Please kindly tick {\/} option that indicates your position:
Gender: Male ( ) Female: ( )
Marital Status: Single ( ) Married: ( )
Age: 28-35 () 36-45( )46+ ( )
Years of Experience: 6-15years () 16-25 years () Above 25 years ()
Educational Qualification: S.S.C.E( ) OND ( ) HND/B.Ed/B.Sc ( ) M.Sc( ) Other ( )

SECTION B
INSTRUCTION: Kindly tick {\} the most appropriate options that express your opinion
on the questions below. Note that SA denotes Strongly Agree = 5, A denotes Agree =4, U
denotes Undecided = 3, D denotes Disagree = 2 and SD denotes Strongly Disagree = 1

Pro-activeness Strongly | Agree | Undecided(U) | Disagree | Strongly
Agree (A) (D) Disagree
(SA) (SD)

1 | Being active in business
by the SMEs helps in
increasing the sales factor.

2 | Activeness by the SMEs
will always make them
remember the goal of the
business.

3 | Activeness mostly brings
about selfish interest by
the SMEs which makes
them monitor their sales
growth so as to increase
their profitability.

4 | When  activeness  is
applied in business by the
SMEs this is highly
healthy for the business.

5 | SMEs should rely on
being active in the
operations of the daily
business.
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Pro-activeness Strongly | Agree | Undecided(U) | Disagree | Strongly
Agree (A) (D) Disagree
(SA) (SD)

Being active in the
business also brings about
a framework in which
helps in the development
of the SMEs generally.

The SMES managements
should get all resources or
the technical support
needed in getting active
daily in the business so as
to increase the market
share.

SMEs activeness brings
about loyalty to the
business itself and
increase the sales and
revenue of the SMEs.

With the intervention of
SMEs owners’ activeness
it is certain that
performances will surely
be increased.

10

There are not much SMEs
that achieve more positive
results without the owner
getting actively involved
in the daily running of the
business.
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Innovativeness Strongly | Agree | Undecided(U) | Disagree | Strongly
Agree (A) (D) Disagree
(SA) (SD)
New ideas helps in the
SMEs competitive
advantage

2 | The SMEs should make
sure that there is deep
thinking on the means of

creating innovation
frequently so as to stay
relevant.

Innovation  helps in
bringing out the best
competitive advantage
from SMEs

4 | The organizational goals
should be targeted with
the use of motivation.

With innovation those
SMEs can get the best on
sales.

6 There are no other ways
of getting more profit
from a SMEs rather than
creating innovation.

7 | Most organization that
bring in new idea often
tends to achieve more
profit and increase in their
sales growth.

Organizations that put
more strength on
innovations  tends  to
achieve more market
share of customers.

Innovation in business
environments should be
made relevant because it
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is only new ideas that can
increase the company
share of profit

10

The competitive
advantage and the results
of the organizations solely
depend on the new ideas
which is been introduced
to the managements.

Risk taking

Strongly
Agree
(SA)

Agree
(A)

Undecided(U)

Disagree

(D)

Strongly
Disagree
(SD)

Knowing that risk taking
in businesses helps in the
decision making of SMEs
and give them more
reasons to think deep

Risk  taking is a
responsibilities which is
shouldered by the SMEs
this is one or two ways
increased the competitive
advantage of the SMES

Having the business as a
separate entity with the
owner helps in the risk
taking processes of an
entrepreneur,

Making profit in
businesses demand taking
different risks

Risk taking in happens
helps in improving and
increasing the customer
base of the SMEs

If the SMEs give
recognition to risk taking
this means that the owner
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would tends to make more
profit

Every SMEs should try
and take more good risk
because it helps in
increasing the competitive
advantage and results of
the SME:s.

If the know more about
risk taking the
organization productivity
will increase

Risk taking by the SMEs
helps to give motivation
to the owner

10

All SMEs needs the risk
taking idea so as to
flourish in the business
line.

Competitive Advantage

Strongly
Agree
(5A)

Agree
(A)

Undecided(U)

Disagree

(D)

Strongly
Disagree
(SD)

My company's current
market share in its
industry is significant.

I have observed positive
changes in my company's
market share over the past
year.

My company's
profitability is better than
other firms in the industry

Customers are  highly
satisfied with the products
or services offered by my
company.

There are  consistent
patterns of repeat business
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and customer retention.

6 | My company's offerings
are unique and distinctive
compared to competitors.

7 | My company's prices are
highly competitive
compared to  similar
products/services in the
market.

8 | My company's brand has
an excellent reputation in
the industry.

9. | Customers perceive my
company's  brand as
trustworthy, reliable, and
of high quality.

10 | Specific  features  or
benefits set my company's
products/services apart in
the market.
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Abstract

The improvement of energy efficiency and transitioning to renewable
energy sources in conditions of intense efforts to reduce global warming has
become a need. Numerous programs were adopted for financing these
activities by international  financial institutions and development
organizations, whereby a significant part of these programs are implemented
by banks. This paper analyses bank loans that have been approved within the
Western Balkans Investment Framework (WBIF) program to evaluate their
contribution to the realization of the energy performance of enterprises in the
Western Balkans countries. By applying content analysis, case study, and
comparative methods on the analysed enterprises, it was determined that the
mentioned programs were implemented in the Republic of Serbia, North
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Macedonia and Bosnia and Herzegovina. These programs and credit lines
contributed to increasing the energy efficiency of enterprises in the analysed
countries. Considering the dominant role of banks in the financial sectors of
the Western Balkans countries, banks should take on the role of project
creditors oriented towards the improvement of energy efficiency in the future,
especially when crediting SMEs. In order to be able to support as many of
these projects as possible, banks need to strengthen

Keywords: green banking, WBIF, energy efficiency, Serbia, North
Macedonia, Bosnia and Herzegovina

JEL Classification: F33, G21, O13

Introduction

Global warming and the energy crisis are major challenges that society is
presently facing. Being such, they present the drivers of numerous changes in the
economies of European countries and worldwide towards improving the energy
efficiency of business operations and the introduction of new, renewable energy
sources that will expand the energy mix that enterprises use for their business
operations, and at the same time reduce dependence on a certain energy source and
increase the resilience of business operations to changes in the energy sector. This
is especially important in the industrial, transportation, and energy supply sectors
where there are large emissions of carbon dioxide (Xia et al., 2023, p. 59249). In
addition, all the mentioned activities are in line with the goal of keeping the global
temperature below 2°C and then reducing it to 1.5°C (IFF, 2021, p. 66), as well as
to enable the development of business practices that will lead to the transformation
of a high-carbon to a low-carbon economy through the defined sustainable
development goals (SDGs).

Despite the efforts to ensure the balance between the economic, social and
environmental dimensions of development, numerous studies have shown that the
limiting circumstances for the achievement of SDGs belong to the financial ones
(Masukujjaman & Aktar, 2013; Jin et al., 2021; Bhutta et al., 2022; Zeng et al.,
2022; Rasoulinezhad & Taghizadeh-Hesary, 2022; Zhang et al., 2023). In order to
increase energy efficiency and achieve the defined SDGs, “greening” the financial
system is necessary, which implies the development of various financial
instruments that would support the implementation of the green agenda, namely
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green lending, green private equity funds, green bonds, shares and insurance
(Nikoli¢ & Milojkovi¢, 2023). Among the listed instruments, green lending has an
advantage in financing green projects of small and medium-sized enterprises
(SMEs), as well as the retail sector, bearing in mind the limited access of these
sectors to capital market instruments (Nikoli¢ & Milojkovi¢, 2023; Migliorelli &
Dessertine, 2019). At the same time, banks most frequently approve bank loans for
financing green projects of enterprises from credit lines of international financial
institutions, where they have the role of intermediaries and partners. Apart from the
financial support, enterprises also receive all the technical and expert-advisory
support necessary for the implementation of these programs in this way (Nikoli¢ &
Milojkovié, 2023; Sovilj, 2020, p. 278).

The Western Balkans countries (Serbia, Montenegro, Bosnia and Herzegovina,
North Macedonia and Albania) are characterized by energy-intensive economies
(higher than the EU average). The potential for increasing the energy efficiency of
these countries is very large. Despite this, there are no significant changes in these
countries in the mentioned sectors, due to the lack of financial resources,
insufficient financial and advisory support for the introduction of “green”
innovations that would result in increased energy and economic efficiency of
business operations. Green finance in these countries is in the initial development
phase (Nikoli¢ & Milojkovi¢, 2023; World Bank, 2022, pp. 53-55). Previous
research was mainly focused on the green economy and sustainable development
of the Western Balkans countries (Pori¢, 2021), sustainable financial measures of
energy efficiency policy and financial incentives (Madzar, 2018), the importance of
credit lines that the European Bank for Reconstruction and Development (EBRD)
through the Green Economy Financing Facility (GEFF) is distributed to the retail
sector, corporate and SMEs sector in Serbia (Zelenovi¢ et al., 2019). However,
these studies did not include specific credit lines used to finance green projects and
innovations in the Western Balkans countries and did not analyse their contribution
to the energy efficiency of enterprises. This paper analyses the bank loans granted
by banks to these enterprises within the Western Balkans Investment Framework
(WBIF) program in the Western Balkans countries, to determine their impact on
the energy efficiency of enterprises in the context of sustainable development.

This paper is structured into three parts. The subject of the first part of the paper
is concerned with a literature review on the impact of green finances on increasing
energy efficiency. The second and third parts of the paper present the
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methodological framework and analysis and discussion of research, whereas the
last part of the paper contains conclusions and final considerations.

Literature Review

Liu et al. (2023) investigated the relatedness of green finances with renewable
electricity generation and energy efficiency using the data envelopment analysis
(DEA) technique in developed and developing countries in the period from 2016 to
2020. They determined that green financing is significant for energy efficiency
through higher renewable energy generation.

Using the STIRPAT model, Rasoulinezhad and Taghizadeh-Hesary (2022)
empirically investigated the relationship between carbon dioxide emissions, energy
efficiency, green energy index and green finance in the first 10 economies that
support the development of green financing in the period from 2002 to 2018. The
results of their research show that green finance and the use of green energy can
help countries reduce carbon dioxide emissions only in the long term. The authors
believe that green bonds are suitable for financing green energy projects.

Abbas et al., (2020) and Xia et al. (2023) point out that green finance has a
positive effect on green energy projects, especially on projects involving
investments in energy infrastructure. Hailiang et al. (2023) analysed the role of
renewable energy and green finance in environmental quality based on B.R.I.C.S.
data in the period from 2000 to 2018, using quantile regressions and other
techniques for solving cross-sectional dependence and heterogeneity issues. They
discovered that green finance, renewable energy consumption and technology
innovations reduce carbon dioxide emissions and have a positive impact on the
environment.

In addition to authors who believe that the positive impact of green finance on
the reduction of carbon dioxide emissions and sustainable development in the long
term can be achieved through the use of bonds, another group of authors
emphasizes the importance of bank loans for these purposes and points out to their
importance for initiating the development of green finance and promoting this
concept. Thus, Migliorelli & Dessertine (2019) point out that banks are significant
due to the high level of funds they transfer by performing their intermediary role,
and the ability to reach households and SMEs, which have no other sources of
financing. According to them, the role of banks is significant for the promotion of
green finance in Europe, where the participation of banks’ intermediary funds is
very high. Over the period from 2005 to 2019, utilizing both the coupling
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coordination model and the Panel Vector Autoregression (PVAR) model, Hu and
Zheng (2021) observed a substantial influence of green credit on carbon emissions.
The mentioned researchers found out that the green credits were important for
promoting the achievement of the “double carbon” goal - carbon peak and carbon
neutralization. They determined that green loans have a significant impact on the
reduction of carbon dioxide emissions and pointed out that they are important for
promoting the achievement of the “double carbon” goal.

The Western Balkans countries are significantly lagging behind the European
countries in terms of green economy and green finance development. Pori¢ (2021)
analysed the green economy and sustainability in the Western Balkans countries
using the case study method, intending to determine the potential and opportunities
for establishing a balance between the economic, social, and environmental
development of these countries. In his research, he pointed out that the Western
Balkans countries are small and poor, but that they have great potential for the
development of green economies and ecological entrepreneurship, not only in the
area of reducing air pollution through the reduction of carbon dioxide emissions
and the introduction of renewable energy sources, but also in increasing energy
efficiency in the construction sector industry and transport. Innovations
contributing to the improvement of the performance of production processes and
the development of new products, as well as infrastructure innovations can have a
manifold significance for the sustainable development of the Western Balkans
countries. The analysis of crediting energy-efficient projects was also carried out
by Zelenovi¢ et al. (2019), who pointed out the importance of the credit lines that
EBRD distributes through GEFF to the retail and corporate sector, with the fact
that they analysed only Serbia and did not analyse case studies of enterprises that
used WBIF funds.

Data and Methodology

Bearing in mind that the Western Balkans countries are characterized by
energy-intensive economies and a three times higher energy inefficiency compared
to the EU average (WBIF, 2023), the potential for increasing the energy efficiency
of these countries is very large. Due to the insufficient potential of the banks
operating in the markets of these countries to finance these projects, three key
initiatives were made: the credit lines mechanism by international financial
institutions - The Energy Efficiency Finance Facility (EEFF); the investment fund
for financing energy efficiency and renewable energy sources established in 2009
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(The Green for Growth Fund, GGF), as well as the Regional Energy Efficiency
Program (REEP) launched in 2013 for exclusive credit and technical support of
public and private projects in the Western Balkans countries (WBIF, 2016). Within
the last program, through the Western Balkans Sustainable Energy Financing
Facility (WeBSEFF 2), 92 million euros of funds were approved through banks to
local administrative units and enterprises. Furthermore, international financial
institutions provide significant support, namely the FEuropean Bank for
Reconstruction and Development (EBRD), European Investment Bank (EIB), and
KfW Development Bank (KfW). These programs are implemented by international
development financial institutions not only directly, but also through credit support
programs of banks (Table 1) and other institutions operating in the markets of the
Western Balkan countries (European Commission, 2016).

Table 1. Bank loans for the improvement of energy efficiency of enterprises

Country Bank loans Support programs
Albania v -

Bosnia and Herzegovina \ GGF, REEP/WeBSEFF 2, KfW
North Macedonia N GGF, REEP/WeBSEFF 2
Montenegro \ Kfw

Serbia \ GGF, REEP/WeBSEFF 2, KfW

Source: Adapted from: WBIF. (2016). Financing Energy Efficiency Investments in the Western
Balkans. Western Balkans Investment Framework

Notes: GGF - Green for Growth Fund; REEP - Regional Energy Efficiency Program; WeBSEFF 2 -
Western Balkans Sustainable Energy Financing Facility; KfW — German Development Bank

In the observed countries of the Western Balkans (except Albania), international
financial institutions and development organizations provide their financial support
indirectly, through partner banks, through dedicated loans for the improvement of
energy efficiency. The largest part of the support was implemented within the
WBIF program. To analyse the impact of green loans on innovations in business,
the energy and economic efficiency of enterprises, and environmental pollution in
the Western Balkans countries, secondary data available in case studies of
enterprises, supported by the WBIF for implementing innovations, were used.

Bearing in mind that case studies on financing enterprises from this investment
fund are available only for Serbia, North Macedonia and Bosnia and Herzegovina,
research was carried out for these three countries. The analytical method, content
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analysis method, and comparison method were used to analyse the collected data,

and the hypothetical and deductive method was used to test the hypotheses. The

following hypotheses were tested in the research:

H1: Loans for the improvement of energy efficiency have a positive effect on the
energy efficiency of enterprises and the quality of the environment in the
observed countries;

H2: Innovations contribute to increasing the economic efficiency of the enterprise;

H3: Credit lines approved through WBIF encourage socially responsible business
operations of enterprises in the industrial, transportation, and energy supply
sectors.

Results and Discussion

Considering the fact that the financial sector of the Western Balkan countries is
bank-centric, and due to the dominant role of banks in financing the needs of the
retail, the SMEs, and the corporate sector, bank loans have a key role in financing
green and energy-sustainable projects. This support is mainly implemented within
the support programs of international financial institutions, which are of particular
importance for the promotion of green business and green banking in these
countries. Through their proactive action, they influence banks and other
organizations to follow them and raise clients' awareness of the importance of
green products (Jemovi¢ & Radojici¢, 2021, p. 341; Staki¢ & Barjaktarovi¢, 2023,
p. 313). Having that in mind, commercial banks and international financial
institutions are crucial for the promotion of financial development, as well as the
role of green management in enterprises (Zelenovi¢ et al., 2019; Yuleva-
Chuchulayna et al., 2023).

Analysis of energy efficiency financing programs in the Western Balkans
countries showed the presence of GGF and REEP programs, with the greatest
application in the Republic of Serbia, North Macedonia and Bosnia and
Herzegovina. In these countries, financing takes place predominantly through bank
loans, which was expected given the bank-centric of these financial sectors. The
impact of green loans on the energy efficiency of enterprises that used WBIF funds
was analysed in Serbia, North Macedonia and Bosnia and Herzegovina (Table 2,
Table 3, Table 4).
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Serbia

Crvenka Sugar Factory JSC was founded in 1911. The main activity of the
enterprise is the production of sugar, and the supplementary production includes
the production of ethanol, yeast and refined sugar cubes (Crvenka Sugar Factory
JSC, 2023). Bearing in mind that compared to its contemporary European
competitors, it had twice the energy consumption, the management decided to
improve the energy efficiency of this enterprise (GEFF, 2023d). After the
evaluation of the WeBSEFF team, it was determined that Crvenka Sugar Factory
JSC can achieve energy savings and increase the quality of produced sugar by
investing in evaporators, heat exchangers, measuring and magma control systems,
a gas-powered dryer and a new slicer for finer cutting of sugar beet (GEFF, 2023d).
The enterprise management decided to invest 2,538,000 euros in these measures
and equipment, whereby the reduction of carbon dioxide emissions by 24,407
tonnes/year and energy savings of 110,848 MWh/year were achieved. It was
estimated that the invested funds would be returned in approximately 8 months
through the realized savings (GEFF, 2023d).

Impol Seval Aluminium Rolling Mill JSC from Sevojno is an enterprise with a
long tradition. The Sevojno Aluminium Rolling Mill was founded in 1969, and
aluminium production began in 1975, which was distinguished even then by
exceptional technical and technological solutions that were of a world-class quality
(Tesi¢ et al., 2012, p. 5). After privatization in 2022, it became a part of the
enterprise IMPOL d.d. Slovenska Bistrica (Impol Seval Aluminium Industry,
2023). Impol Seval Aluminium Rolling Mill JSC produces a wide range of
aluminium materials today that are sold on markets worldwide and they are used to
obtain final aluminium products (GEFF, 2023c¢). Commitment to sustainable
development is shown by striving to reduce negative effects on the environment
through its business activities, intensively increasing the share of secondary
recycled aluminium consumption, and reducing energy consumption (Impol Seval
Aluminium Industry, 2023). To increasing the efficiency of its production and
reduce the consumption of natural gas, with the financial and advisory support of
the WeBSEFF team, this enterprise invested 2,608,752 euros in replacing the old
energy-intensive blast furnace with two new efficient furnaces for melting
aluminium blocks and waste, equipped with regenerative burners that recapitulate
and use waste heat from flue gases (GEFF, 2023c). This investment made it
possible to improve the working conditions, to save energy by 50%, and reduce
operational and maintenance costs. The enterprise Impol Seval Aluminium Rolling
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Mill JSC has achieved annual savings of 724,828 euros, with a reduction in carbon
dioxide emissions of 3,396 tonnes/year and a reduction in energy consumption of
19,072 MWh/year (GEFF, 2023c).

Eminent Ltd. from Subotica was founded in 1990 in the field of manufacturing
textile clothing for men and women (Legend World Wide, 2023). Over the years, it
created the globally recognizable brand Legend World Wide, and it significantly
expanded its business and became the market leader in the fashion industry of the
country (Legend World Wide, 2023). It has expanded the distribution and sale of
its products to the market of Bosnia and Herzegovina and Montenegro (GEFF,
2023e; GEFF, 20231). Management Eminent Ltd. invested 239,100 euros in
replacing old machines for washing, drying and spraying clothes with new and
more efficient ones, which reduced carbon dioxide emissions by 226 tonnes/year
and energy consumption by 966 MWh/year. This also brought financial savings to
the enterprise in the amount of 36,406 euros/year, which will enable the funds
invested in this investment to be returned in about 6 years (GEFF, 2023e; GEFF,
20231

Deltaplast Ltd. is an enterprise based in Uzice. It was founded as a family
business in 1990, and engaged in paper production (Deltaplast, 2023). Since 2000,
it has expanded its product range by adding aluminium lids for dairy products (sour
cream, sour milk, cream, etc.) and foil for butter, wraps for labels, and foil
packaging used in the pharmaceutical industry. It sells its products on the domestic
market and the markets of Montenegro, Bosnia and Herzegovina, North
Macedonia, and Croatia (GEFF, 2023k). In order to increase the efficiency of the
production process, 370,000 euros were invested in the purchase of a new rotary
die-cutting machine and automated stacking machine, which enabled the reduction
in carbon dioxide emissions by 93% per year, energy savings of 95 MWh/year,
speeding up the production process and reducing operating costs. Annual savings
are estimated at 74,500 euros, so on this basis, it is expected that the funds invested
in new equipment will be returned in 5 years (GEFF, 2023k).
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Table 2. Enterprises that used WBIF funds in Serbia

Investor Location | Investment | Investment | Financial Energy CO2 Savings
Size (eur) Results Savings (tonnes/year)
(PBP) (MWh/year)
Crvenka Crvenka, | Various 2,538,000 - 110,848 24,407
Sugar Serbia energy
Factory JSC efficiency
measures
Impol Seval Sevojno, | Replacement 2,608,752 - 19,072 3,396
JSC Serbia of two
Aluminium energy-
Industry intensive
blast
furnaces
Eminent Subotica, | Washing 239,100 about 6 966 -
Ltd., a Serbia machines, years
clothing driers and a
manufacturer textile spray
cabin
Deltaplast UZzice, Die cutting 370,000 5 years 95 -
Ltd. Serbia machine and
automated
stacking
machine
DIV Traders | Backa Processing 706,500 4 years 3,117 1
Ltd. Palanka, | equipment
Serbia
FMB Litd. Sabac, Plastic 370,800 4 years 1,300 -
Serbia moulding
machines
ExpressTrans | Novi Five trucks 474,000 4 years 650 164
Ltd. Sad,
Serbia

Source: Adapted from: GEFF. (2023). Green Economy Financing Facilities.
Notes: PBP — payback period, MWh/year - MWh per year, tonnes/year — tonnes per year.

DIV Trades Ltd. was founded in 1996 in Celarevo, in the municipality of Backa
Palanka, as an enterprise dealing with the sale of paper, and after two years it
became a producer of big bags (DIV Trades, 2023). Today it is recognized as an
enterprise engaged in the production of container bags used in the mining, food,
chemical, and construction industries (GEFF, 2023n). It is the largest producer of
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big bags in Serbia and the leader both in the domestic market and in the markets of
Bosnia and Herzegovina, North Macedonia, and Croatia. It also supplies the market
of Russia and the European Union with its products (DIV Trades, 2023).
Investment in new process equipment - PP strip extrusion line, equipment seven
weaving looms, shriller and compressor in the value of 706,500 euros reduced
carbon dioxide emissions by 1 tonne/year and energy consumption by 3,117
MWh/year. These changes were brought by DIV Trades Ltd. savings in the amount
of 169,000 euros/year, that is, they enabled the invested funds to be returned in 4
years (GEFF, 2023n).

FMB Ltd. was founded as a family business in Sabac in 1998, dealing with the
production of plastic packaging made of polyethylene and polypropylene. It
distributes and sells its products on the Serbian market, but also the regional and
European Union markets (FMB, 2023; GEFF, 2023m). Since its establishment, this
enterprise has been investing in new and high-quality equipment. To replace the
existing processing equipment, which includes three plastic moulding machines,
with new, more efficient machines, 370,800 euros were invested in this equipment.
This investment resulted in a reduction of carbon dioxide emissions by 80% and
energy savings of 1,300 MWh/year. This resulted in savings of 78,000 euros/year,
that is, the entire investment can be returned in 4 years (GEFF, 2023m).

ExpressTrans Ltd. from Novi Sad was founded in 1993 in the field of domestic
and international road transport of goods. It has a fleet of 100 vehicles, 15 of which
are buses from the world’s leading manufacturers Scania, Mercedes, Renault, and
Iveco (ExpressTrans, 2023). ExpressTrans Ltd. aims to follow environmental
protection regulations and EU emission standards in its business operations
regarding the use of Euro 5 and Euro 6 engine standards (ExpressTrans, 2023). To
improve the performance of its fleet in terms of reducing the emission of carbon
dioxide and other gases and particles, the enterprise management decided to
replace five old trucks with new ones. This was done by using a loan for this
investment in the amount of 474,000 euros. Owing to this investment, carbon
dioxide emissions were reduced by 164 tonnes/year and energy consumption by
650 MWh/year. The investment also contributed to the realization of financial
savings, which will allow the complete invested funds to be returned in 4 years
(GEFF, 2023f).
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North Macedonia

BNB Enerdzi Ltd. was founded in Skopje as a joint venture by merging BNB
Kompani and Vetrostalna, to develop a small power plant Brza voda 3 on Shar
Planina, with a capacity of 677 kW (GEFF, 2023a). Bearing in mind the
dependence of North Macedonia on energy import, investments in capacities that
will enable the use of hydro potentials in the country are of great importance. By
investing 1.4 million euros in the development of this hydroelectric plant, BNB
Enerdzi Ltd. strives to ensure the production and distribution of energy through the
energy network and with the reduction of carbon dioxide emissions and the
transition to renewable energy sources. The estimated reduction of carbon dioxide
emissions is over 2,500 tonnes/year, the production of over 6,800 MWh of annual
primary renewable energy equivalent, while the estimated financial savings are
189,000 euros/year (GEFF, 2023a).

Table 3. Enterprises that used WBIF funds in North Macedonia

Investor | Location Investment Investment | Financial Energy CO2 Savings
Size (eur) Results Savings (tonnes/year)
(PBP) (MWh/year)
BNB Shar Small 1,400,000 7 years 6,800 2,500
Enerdzi | Planina, hydropower
Ltd. North plant
Macedonia
Alkaloid | Skopje, Refurbishment 590,000 9 years 1,200 344
JSC North of two
Skopje Macedonia | buildings
VIA Vevchani Thermal 1,200,000 4 years 3,930 2,160
North insulation,
Macedonia | heating system
Evropa Skopje, Replacement 903,000 less than 2,381 490
JSC North of a boiler, 3.6 years
Macedonia | rehabilitation
of a steam
system,
modernization
of two
production
lines

Source: Adapted from: GEFF. (2023). Green Economy Financing Facilities; GEFF. (2023b). Confectionary
Company in North Macedonia Saves Energy and Improves Product Quality

Notes: PBP — payback period, MWh/year —- MWh per year, tonnes/year — tonnes per year.
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Alkaloid JSC Skopje was founded in 1936 in the field of production of raw
materials for the pharmaceutical industry. Today, it is an enterprise engaged in the
production of medicinal products, cosmetic and chemical products, as well as the
processing of botanical raw materials. It markets its products on the domestic
market and on the international market, which covers a large number of countries:
Serbia, Montenegro, Bosnia and Herzegovina, Slovenia, Croatia, Albania,
Bulgaria, Turkey, Romania, Ukraine, the Russian Federation, UK, USA (Alkaloid,
2023). In order to continue improving its working conditions and business
efficiency, the management of Alkaloid JSC Skopje decided to renovate two
buildings - a warehouse of raw materials and packaging, and a quality control
centre. The investment worth 590,000 euros enabled the reduction of energy
consumption for heating and cooling, as well as carbon dioxide emissions of over
340 tonnes/year (GEFF, 20231).

VIA from Vevchani is a developer of residential and non-residential buildings.
The government of North Macedonia chose this enterprise to carry out the
reconstruction of one building of the “Goce Delcev” student dormitory located in
Skopje (GEFF, 2023j). For this job, which is worth 1.2 million euros, VIA received
a WeBSEFF loan for 38%, that is, in the value of 477,000 euros and an incentive of
47,000 euros. The investment includes the replacement of windows and doors,
heating and lighting systems, elevators, refrigerators and stoves, as well as thermal
insulation of the roof and floors (GEFF, 2023j). This investment reduces carbon
dioxide emissions by about 2,160 tonnes/year, saves energy in the amount of 3,930
MWh/year, and saves financial resources of about 113,700 euros/year (GEFF,
2023j).

Evropa JSC was founded in 1882 in Skopje. It is one of the oldest in the
confectionery industry in the Balkans. It was originally known for the production
of candies and Turkish delights, and today it is recognized for the production of
chocolates, wafers and similar products (Evropa, 2023). It markets its products on
the domestic and foreign markets. It operates by taking into account social
responsibility and by adhering to the ethical principles of business operations, by
providing humanitarian aid to the community and sponsorship, but also by taking
care of the environment (Evropa, 2023). Accordingly, the management of Evropa
JSC decided to make multiple investments to replace the old equipment with the
support of WBIF and WeBSEFF. The obtained funds in the amount of 903,000
euros were invested in the purchase of a new boiler, the upgrade of the enrobing
production line, the replacement of the vacuum system of the pastille production
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line and the rehabilitation of the steam and condensation system (GEFF, 2023b).
This investment made possible the 2,381 MWh/year savings of primary energy,
and 4,100 tonnes of water/year. Evropa JSC made savings of 262,000 euros,
allowing the invested funds to be returned in less than 3.6 years. At the same time,

the decrease in carbon dioxide emissions to 490 tonnes/year was realized (GEFF,
2023b).

Bosnia and Herzegovina

IEE Ltd. was founded in 2008 in Banja Luka. The main activity of this
enterprise is production, engineering and business consulting in the fields of
renewable energy sources, energy efficiency, ecology and sustainable development
(GEFF, 2023h). After the contract was signed with the municipality of Gradiska on
the production and delivery of thermal energy and the management, operation and
maintenance of the infrastructure of the city heating plant, the management of IEE
Ltd. decided to reconstruct the boiler room, by replacing the heavy fuel oil boilers
with two new biomass boilers (GEFF, 2023h). Investment in boilers that use
renewable energy of 1,426,000 euros enabled this enterprise to achieve energy
savings of 18,000 MWh/year, to reduce carbon dioxide emissions by 6,456
tonnes/year. The implemented innovation made it possible to save 433,576
euros/year and to return the invested funds in less than 5 years (GEFF, 2023h).

Esco Eco Energija Ltd. was founded in 2008 as a public-private partnership
between the municipality of Livno and the enterprise Dvokut to produce and
distribute heat energy from renewable energy sources. The Municipality of Livno
ceded the building of the City Heating Plant and the land in which the heat pipes
were laid and thus obtained a 10% share in Esco Eco Energija Ltd., while all other
investments came from the funds of the enterprise Dvokut, which has a 90% share
in this enterprise (ESCO ECO Energija, 2023). In the second development stage of
the energy park, the enterprise management in Esco Eco Energija Ltd. used funds
in the amount of 652,000 euros to provide biomass boilers and connections to the
heat energy distribution network. The results of this innovation are the savings of
thermal energy of 4,097 MWh/year, which is sold and, on this basis, it realizes a
gross profit of 121,324 euros, and the reduction of carbon dioxide emissions by
1,468 tonnes/year. The estimated period for the return of invested funds is less than
5.5 years (GEFF, 2023).
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Table 4. Enterprises that used WBIF funds in Bosnia and Herzegovina

Investor Location Investment | Investment | Financial Energy CO2 Savings
Size (euro) Results Savings (tonnes/year)
(PBP) (MWh/year)
IEE Banja Luka, | Replacement 1,426,000 less than 18,000 6,456
Ltd. Bosnia and of fuel oil 5 years
Herzegovina boilers and
reconstruction
of the heat
plant
Esco Livno, Introduction 652,000 less than 4,097 1,468
Eco Bosnia and of biomass 5.5 years
Energija | Herzegovina | boiler station
Ltd. and
connection to
energy
distribution
grid

Source: Adapted from: GEFF. (2023h). ESCO Project Improves Heating Supply; GEFF. (2023g).
ESCO Financed Renewable Energy Project.

Notes: PBP — payback period, MWh/year —- MWh per year, tonnes/year — tonnes per year.

Conclusions

An energy-intensive economy and extremely high energy inefficiency are
present in all Western Balkans countries. The potential of increasing energy
efficiency in the economies of these countries is great. The lack of funds and
information about the possibilities of using them for introducing innovations that
would increase energy efficiency and enable the use of renewable energy sources
are the main obstacles to improving the energy efficiency of these countries. The
initial phase of the development of green finance, the bank-centric nature of the
financial sector and the aforementioned obstacles in the Western Balkans countries
have impacted the fact that for the introduction of more energy and
environmentally efficient innovations, financing through credit lines that
international financial institutions place in these countries in cooperation with
commercial banks, are crucial.

The analysis of case studies of enterprises in the Western Balkans countries was
carried out for those enterprises that used credit lines, professional and advisory
support of WBIF and mainly the services and finances of the WeBSEFF team in
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Serbia, North Macedonia and Bosnia and Herzegovina. Research results indicated
that investments in Serbia were related to the acquisition of more energy-efficient
process equipment and more energy-efficient means of transport, while in North
Macedonia investments in construction related to the renovation and adaptation of
certain buildings and hydroelectric power plants as an infrastructure project were
dominant. In Bosnia and Herzegovina, the case studies are related to innovations in
equipment that uses renewable energy sources for heating residential, business and
public buildings. The defined hypotheses were confirmed in this research. The
analysed enterprises using WBIF and WeBSEFF credit lines certainly made
innovations resulting in the reduction of carbon dioxide emissions and a still
modest but positive impact on the environment. At the same time, energy savings
were achieved, as well as savings in other business resources, which enabled the
improvement of energy efficiency and economic efficiency of business operations.
Investments, advisory, professional and financial support through these credit lines,
together with the benefits that these enterprises achieved, had a positive effect on
the awareness of their management about the importance of such investments and
business changes and they contributed to the creation of the image of organizations
that operate socially responsibly in key areas - industry, construction, transport and
energy supply sectors.

The analysis of examples of successful business practices and the experience of
enterprises that used funds from the WBIF credit line and the professional,
advisory and financial support they received from the WeBSEFF team can act as a
stimulus for enterprises that have not done so to dare and contact their bank for
obtaining these types of loans in order to modernize their process equipment and
improve their energy, economic and environmental efficiency. The results of this
research contribute to the promotion of socially responsible business operations of
the analysed enterprises and better positioning with customers, which positively
creates an opportunity to improve the competitiveness of these enterprises. The
competitors of the analysed organizations may begin to follow them in these
investments, in order to ensure profitable business operations in the long term.
Sharing experience and examples of successful business practice is crucial in the
initial stage of developing awareness of energy efficiency, sustainable business
operations, and the social responsibility of organizations. Banks that approve these
loans show that they follow modern trends and that they are ready to adapt their
business operations to meet the new needs of clients. This results in greater client
satisfaction and it positively affects its competitiveness. Promoting examples of
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successful business practices creates opportunities for increasing the demand for
these credit lines and for accelerating the development of green banking in the
Western Balkans countries. Accordingly, in the coming period, the credit policy of
commercial banks operating in these countries should be focused on green projects,
increasing the supply of loans for energy efficiency in the economy, with a special
focus on SMEs that need such lending. This requires strengthening the institutional
and personnel capacities of banks. Finally, the results of this research can
encourage the Western Balkan countries that have not used WBIF funds to start
using them, as well as the businessmen who have used them, but have not shared
their experiences, to do so.

Bearing in mind that the research was conducted based on case studies of a
small number of enterprises due to the lack of relevant data on other enterprises
that used these credit lines in the analysed countries, this analysis can be expanded
and the relevance of the conclusions can be increased with an increase in the
number of enterprises that share their experience and publish the achieved results.
A comparative analysis between a larger numbers of countries, along with the
analysis of other funds, can give a broader picture of the impact of various credit
lines of international financial institutions on the energy, economic and
environmental efficiency of business operations in the Western Balkans countries.

References

[1] Abbas, Q., Nurunnabi, M., Alfakhri, Y., Khan, W., Hussain, A., & Igbal, W. (2020).
The Role of Fixed Capital Formation, Renewable and Non-Renewable Energy in
Economic Growth and Carbon Emission: A Case Study of Belt and Road Initiative
Project. Environmental Science and Pollution Research, 27(36), 45476-45486.
Retrieved from https://doi.org/10.1007/s11356-020-10413-y

[2] Alkaloid. (2023). Retrieved November 7, 2023, from https://alkaloid.com.mk/our-
company

[3] Bhutta, U. S., Tariq, A., Farrukh, M., Raza, A., & Igbal, M. K. (2022). Green Bonds for
Sustainable Development: Review of Literature on Development and Impact of Green
Bonds. Technological Forecasting and Social Change, 175, 121378. Retrieved from
https://doi.org/10.1016/j.techfore.2021.121378

[4] Crvenka Sugar Factory JSC. (2023). Retrieved November 1, 2023, from
https://www.secerana-crvenka.rs/

[5] Deltaplast. (2023). Retrieved November 3, 2023, from https://deltaplast.rs/

[6] DIV Trades. (2023). Retrieved November 3, 2023, from http://divtrades.com/en/about-
us

203



Annals of Spiru Haret University. |_ —l

Economic Series
Since 2000 Iccs
= - T — -
ISSN:2393-1795 ISSN-L:2068-6900 Concmmas ™ ol

Issue 1/2024

[7] Pori¢, Z. (2021). Zelena ekonomija i odrZivi razvoj u zemljama Zapadnog Balkana.
Ekonomske ideje i praksa(41), 67-91.

[8] ESCO ECO Energija. (2023). ESCO ECO Energija. Retrieved December 13, 2023,
from https://www.energije.ba/

[9] European Commission. (2016). Instrument for Pre-Accession Assistance (IPA II).
Regional Energy Efficiency Programme for the Western Balkans (REEP Plus).
Retrieved December 1, 2023, from https://neighbourhood-
enlargement.ec.europa.eu/system/files/2017-01/ipa_ii_2016_039-
858.10_mc_reep_plus-amend.pdf.

[10] Evropa. (2023). Retrieved December 12, 2023, from https://evropa.com.mk/

[11] ExpressTrans. (2023). Retrieved November 3 2023, from

https://www.expresstrans.rs/o-nama/

[12] FMB. (2023). Retrieved November 3, 2023, from https://fmbdoo.net/o-nama/

[13] GEFF. (2023). Green Economy Financing Facilities. Retrieved December 1, 2023,
from
https://ebrdgeff.com/?country%5B%5D=379&country%5B%5D=33 &country%5B%
5D=39&country%5B%5D=36&country%5B%5D=46&country%5B%5D=50&bene
%5B%5D=189&bene%5B%5D=193&donor%5B%5D=369&content type%5B%S5D
=projects

[14] GEFF. (2023a). Boosting Hydro Power in North Macedonia. Retrieved December 1 ,
2023, from https://ebrdgeff.com/projects/boosting-hydro-power-in-fyr-macedonia/

[15] GEFF. (2023b). Confectionary Company in North Macedonia Saves Energy and
Improves  Product  Quality. Retrieved December 12, 2023, from
https://ebrdgeff.com/projects/confectionary-company-upgrades-its-technologies-to-
save-energy-and-enhance-product-quality/

[16] GEFF. (2023c). Efficient Furnaces in Serbia Aluminium Production. Retrieved
November 1, 2023, from https://ebrdgeff.com/projects/efficient-furnaces-in-
aluminium-production/

[17] GEFF. (2023d). Energy Efficient Sugar Production in Serbia. Retrieved November 1,
2023, from https://ebrdgeff.com/projects/energy-efficiency-sugar-production/

[18] GEFF. (2023e). Energy Savings Achieved in Clothes Production. Retrieved
November 2, 2023, from https://ebrdgeff.com/projects/energy-savings-achieved-in-
clothes-production/

[19] GEFF. (2023f). Energy-Efficient Truck Save Costs and Reduce Emissions. Retrieved
November 3, 2023, from https://ebrdgeff.com/projects/energy-efficient-truck-save-
costs-and-reduce-emissions/

[20] GEFF. (2023g). ESCO Financed Renewable Energy Project. Retrieved December 13,
2023, from https://ebrdgeff.com/projects/esco-financed-renewable-energy-project/

[21] GEFF. (2023h). ESCO Project Improves Heating Supply. Retrieved December 13,
2023, from https://ebrdgeff.com/projects/esco-project-improves-heating-supply/

204



[22]

[23]

[26]

[27]

(28]

[29]

[30]

[31]

[32]

[33]

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

GEFF. (2023i). North Macedonian Pharmaceuticals Company Undergoes
Refurbishment. Retrieved November 7, 2023, from
https://ebrdgeff.com/projects/macedonian-pharmaceuticals-company-undergoes-
refurbishment/
GEFF. (2023j). North Macedonian Property Developer Reconstructs a Student
Dormitory with Energy-Efficiency in Mind. Retrieved December 1, 2023, from
https://ebrdgeff.com/projects/macedonian-property-developer-reconstructs-a-student-
dormitory-with-energy-efficiency-in-mind/
GEFF. (2023k). Serbian Aluminium Lid Manufacturer Invests in New Production
Equipment. Retrieved November 3, 2023, from https://ebrdgeff.com/projects/serbian-
aluminium-lid-manufacturer-invests-in-new-production-equipment/
GEFF. (20231). Serbian Clothing Manufacturer Becomes More Energy-Efficient with
New Equipment. Retrieved November 2, 2023, from
https://ebrdgeff.com/projects/clothing-manufacturer-becomes-more-energy-efficient/
GEFF. (2023m). Serbian Packaging Manufacturer Reduces CO2 Emissions by 80 per
cent. Retrieved November 3, 2023, from https://ebrdgeff.com/projects/serbian-
packaging-manufacturer-reduces-co2-emissions-by-80-per-cent/
GEFF. (2023n). Serbian Packaging Manufacturer Upgrades Old Processing
Equipment. Retrieved November 3, 2023, from https://ebrdgeff.com/projects/serbian-
packaging-manufacturer-upgrades-old-processing-equipment/
Hailiang, Z., Igbal, W., Chau, K. Y., Shah, S. A., Ahmad, W., & Hua, H. (2023).
Green Finance, Renewable Energy Investment, and Environmental Protection:
Empirical Evidence from B.R.I.C.S. Countries. Economic Research-Ekonomska
Istrazivanja, 36(2), 2125032. Retrieved from
https://doi.org/10.1080/1331677X.2022.2125032
Hu, Y., & Zheng, J. (2021). Is Green Credit a Good Tool to Achieve “Double
Carbon” Goal? Based on Coupling Coordination Model and PVAR Model.
Sustainability, 13(24), 14074-14074. Retrieved from
https://doi.org/10.3390/su132414074
IFF. (2021). Global Finance and Development Report 2021. China: International
Finance Forum. Retrieved September 15, 2023, from
http://iff.org.cn/uploads/2021 GAM/GFAD-report20211206.pdf
Impol Seval Aluminium Industry. (2023). Retrieved November 1, 2023, from
https://www.impol.rs/
Jemovi¢, M., & Radoji¢i¢, J. (2021). Sustainable Finance and Banking: A Challenge
for Regulators and a Risk Management System. Facta Universitatis Series:
Economics  and  Organization,  18(4), 341-356 . Retrieved from
https://doi.org/10.22190/FUE0210609024J
Jin, Y., Gao, X., & Wang, M. (2021). The Financing Efficiency of Listed Energy
Conservation and Environmental Protection Firms: Evidence and Implications for
205



[34]

[35]

[40]

[41]

[42]

[43]
[44]

[45]

206

Annals of Spiru Haret University. |_ —l

Economic Series

Since 2000 ECS
ISSN:2393-1795  ISSN-L:2068-6900 Coctua Sk

Issue 1/2024

Green Finance in China. Energy Policy, 153, 112254. Retrieved from
https://doi.org/10.1016/j.enpol.2021.112254

Legend World Wide. (2023). Retrieved November 2, 2023, from
https://www .legend.rs/onama

Liu, Z., Xu, J., Wei, Y., Hatab, A. A., & Lan, J. (2023). Nexus Between Green
Financing, Renewable Energy Generation, and Energy Efficiency: Empirical Insight
Through DEA Technique. Environmental Science and Pollution Research, 30(22),
61290-61303. Retrieved from https://doi.org/10.1007/s11356-021-17092-3

Madzar, L. (2018). Finansijske mere politike energetske efikasnosti u Srbiji.
Ekonomski vidici, 23(3-4), 209-222.

Masukujjaman, M., & Aktar, S. (2013). Green Banking in Bangladesh: A
Commitment Towards the Global Initiatives. Journal of Business and Technology
(Dhaka), 8(1-2), 17-40. Retrieved from https://doi.org/10.3329/jbt.v8i1-2.18284
Migliorelli, M., & Dessertine, P. (2019). From Transition-Based to Mainstream Green
Finance. In M. Migliorelli, & P. Dessertine, The Rise of Green Finance in Europe:
Opportunities and Challenges for Issuers, Investors and Marketplaces (pp. 153-175).
Rome: Palgrave Macmillan. Retrieved from https://doi.org/10.007/978-3-030-22510-
0

Nikoli¢, M., & Milojkovi¢, D. (2023). The Role of Green Finance in the Management
of Sustainable Development in Serbia. Book of Proceedings "Sustainable
Development as a Measure of Modern Business Success" (pp. 50-55). Belgrade:
Singidunum University. Retrieved from https://doi.org/10.15308/finiz-2023-50-55
Rasoulinezhad, E., & Taghizadeh-Hesary, F. (2022). Role of Green Finance in
Improving Energy Efficiency and Renewable Energy Development. FEnergy
Efficiency, 15(2). Retrieved from https://doi.org/10.1007/s12053-022-10021-4

Sovilj, R. (2020). Koncept odrzivog razvoja u savremenom bankarstvu - zeleno
bankarstvo. In P. Jovanovi¢, & S. Stojkovic¢-Zlatanovi¢, Izazovi odrzivog razvoja u
Srbiji i Evropskoj uniji (pp. 265-281). Beograd: Institut drustvenih nauka

Staki¢, N., & Barjaktarovi¢, L. (2023). Sustainable Banking and its Main
Determinants - Evidence from the Serbian Banking Sector. TEME, 47(2), 299-316.
Retrieved from https://doi.org/10.22190/TEME220721020S

Tesi¢, N., Dodok, R., Bosilj¢i¢, S., & Savi¢, G. (2012). Deset godina od uspesne
privatizacije 2002-2012. Sevojno: Impol Seval a.d.

WBIF. (2016). Financing Energy Efficiency Investments in the Western Balkans.
Western Balkans Investment Framework.

WBIF. (2023). Investing Sustainable Energy Has Never Been So Easy. Western
Balkans Investment Framework. Retrieved December 12, 2023, from
https://www.wbif.eu/10-years-success-stories/success-stories/investing-sustainable-
energy-has-never-been-so-easy



e a1

é Annals of Spiru Haret University.
@ Economic Series
— .-:-.;...\.

Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

[46] World Bank. (2022). Western Balkans Regular Economic Report No. 22: Beyond the

[47]

[48]

[49]

[50]

[51]

Crises. World Bank Group. Retrieved from
https://openknowledge.worldbank.org/server/api/core/bitstreams/8fbb19e3-e2b9-
5522-9¢19-e001ac29465f/content

Xia, L., Liu, Y., & Yang, X. (2023). The Response of Green Finance Toward the
Sustainable Environment: The Role of Renewable Energy Development and
Institutional Quality. Environmental Science and Pollution Research, 30(21), 59249-
59261. Retrieved from https://doi.org/10.1007/s11356-023-26430-6
Yuleva-Chuchulayna R., Filipova M., Stefanova-Bogdanska D, Mihali A.-M. &
Cretoiu R.I. (2023). The Role of Management for the Sustainability and
Efficiency of Enterprises. Annals of Spiru Haret University. Economic Series, 23(4),
628-641, Retrieved from https://doi.org/10.26458/23434

Zelenovi¢, V., Radovi¢, M., & Vitomir, J. (2019). Kreditiranje energetski efikasnih
projekata od strane EBRD sa osvrtom na Srbiju. Zbornik radova sa VII
medunarodnog naucnog skupa EkonBiz (pp. 235-248). Bijeljina: Fakultet poslovne
ekonomije Bijeljina, Univerzitet u Istoénom Sarajevu. Retrieved from
http://www.ckonbiz.ues.rs.ba/ojs/issue/view/25.html?journal=ekonbiz&page=issue&o
p=view&path%255B%255D=25

Zeng, Y., Wang, F., & Wu, J. (2022). The Impact of Green Finance on Urban Haze
Pollution in China: A Technological Innovation Perspective. Energies, 15(3), 801.
Retrieved from https://doi.org/10.3390/en15030801

Zhang, H., Wang, Y., li, R., Si, H., & Liu, W. (2023). Can Green Finance Promote
Urban Green Development? Evidence from Green Finance Reform and Innovation
Pilot Zone in China. Environmental Science and Pollution Research, 30(5), 12041-
12058. Retrieved from https://doi.org/10.1007/s11356-022-22886-0

207



Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

ANALYSIS OF THE PROCESSES RELATED TO
GLOBALIZATION OF ENTERPRISES IN BULGARIA

Gergana YOCHEVA®
! Faculty of Economics, SWU ,,Neofit Rilski”’, Blagoevgrad, Ivan
Mihailov str.66, 2700, phone +359 898 879 469, e-mail:
geryiocheva@abv.bg

How to cite: Yocheva , G. (2024). “Analysis of the Processes Related to
Globalization of Enterprises in Bulgaria”. Annals of Spiru Haret University.
Economic Series, 24(1), 208-218, doi: https://doi.org/10.26458/24112

Abstract

People have been interacting with each other for a long period, through
their businesses. Enterprises are the structure of the social economy. Due to
the successive economic and social crises in Bulgaria, many companies are on
the verge of survival. Through them, society's expectations for the employment
of the population are characterised, which is the main objective of every
enterprise. The main objective of this paper is to characterize and analyse the
process of increasing economic, social, technical and political
interconnections between individuals, countries and organizations.The current
context impose a need to develop a system of indicators for the analysis and
assessment of the globalization processes that is affecting the whole economy
of the country. There is also a need for targeted management actions and the
development and implementation of effective strategies that are appropriate to
the dynamic changes in the competitive environment.

Key words: globalization; enterprises; economy; employment; economic
activity; Bulgaria.

JEL Classification: E24, H12, J64, J65, J68

208


https://doi.org/10.26458/24112

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

Introduction

The globalization of the economy in Bulgaria is going through one of its most
difficult periods of development. The past global and economic crises in the world
still have their negative impact on the enterprises in the country. Increasingly
profound changes related to working conditions, ensuring the necessary means of
existence of the activities of enterprises are observed. The complex situation
related to the world economic and political crises, as well as the COVID-19 crisis,
have led to a major transformation in the economy of Bulgarian enterprises. Many
of them have reoriented themselves towards new businesses and new ways of
achieving their goals and objectives.

The main objective of the article is to analyse and characterize the process of
increasing economic, social, technical and political interconnections between
individuals, countries and organizations. All enterprises in Bulgaria are forced to
continuously seek alternative ways to achieve goals, to work, to offer quality
workforce. The impact of globalization on the Bulgarian market can be analysed
from the perspective of multiple layers, which include increased emigration waves
of the population to more developed and prosperous countries leading to open
markets, new information and communication technologies that have found
application in all areas of human activity, changes in consumer demands that have
led to a new structure of production and last but not least the introduction of
innovation and advances in the activities of larger and more prosperous companies.

1. Analysis and Discussion

Adverse globalization processes have a negative impact on the country's
economic, social, technical and political factors. On the basis of the unfavourable
situations that have arisen, enterprises in Bulgaria are on the verge of survival. The
continuous rise in the prices of services and the main raw materials and supplies
needed for their activities have made it difficult to develop and implement the main
orders and to sell the finished product. The major global economic and political
crises have been characterised by restructuring and reduced productivity of
enterprises, downsizing and laying off of essential manpower.

The importance of regions in the national economy has changed significantly in
recent years as a result of globalization and the implementation of structural
adjustment programmes, the main objective of which is to reduce fiscal imbalances
in the short and medium term and to make adjustments in economic development
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to achieve long-term growth. Naturally, in terms of regional economic
development, an important place must be given to the preparation of specialised
schemes for the development of industry, which is expressed in the realisation of
opportunities for the implementation of support for existing and the creation of new
industrial and business zones, the improvement of the transport system, the
development of tourist infrastructure, identifying specific activities and projects of
regional and extra-municipal importance [Ivanov & Naydenov, 2018].

In the conditions of development of globalization processes, the use of new
management technologies related to the efficiency of enterprise management
becomes of great importance, in which the need for theoretical substantiation of
"management efficiency"” arises. It is necessary to study, research and analyse the
approaches, criteria, indicators for assessing the effectiveness of management in
enterprises. Efficiency should be characterized as a qualitative-quantitative
characteristic of all phases of work activity, related to the essence and content of
important economic laws and covers the interests of all sides of economic activity
[Milcheva, 2012]. The situation both inside and outside the country is difficult and
tangled, which is caused by many different factors related to the challenges of the
new digital society, the processes of globalization, the impact of the demographic
crisis [Andreeva, 2019]. It is characterised by a low level of total government
spending, a high level of inequality and a low level of spending on social
protection, where subsidisation of social services is poor, state intervention is weak
and, last but not least, there is little social dialogue [Moraliyska, 2019]. For this
reason, many businesses have been forced to close their doors and suspend
operations. The globalization of the economy in recent years is in its worst period
since it became the dominant economic doctrine. The free movement of capital,
goods, services, the removal of trade barriers and economic taxes have somewhat
removed interconnectedness, prosperity and peace. The corona virus pandemic has
disrupted global supply chains of goods, and the war in Ukraine has shown that
free trade across the globe cannot be taken for granted by people.

The quality of enterprises is recognized by high flexibility and autonomy, good
pay, high qualification and age of staff, job security of staff.

Globalization and the development of information and communication
technologies have led to the formation of a digital society, a digital economy, a
global digital labour market, which in turn has led to the development of instability
in employment in its precarious form and a reduction in social support for the
working population.
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It is necessary to undertake various measures to stabilize means of livelihood
and incomes through accelerated social protection and employment measures;
promoting increased employment and decent work opportunities and social
economic reintegration; promoting sustainable employment and decent work,
securing social protection, creating sustainable industrial enterprises, specifically
for small and medium enterprises, the transition from informal to formal economy,
accessibility to the public and services.

The contemporary post-industrial society is characterized by evolving
knowledge, globalization, and digitalization, impacting economic behavior and
necessitating strategic adaptation. Progress hinges on human development,
prompting enterprises to invest, research, and market effectively. Long-term
strategies, emphasizing innovation and comprehensive analysis, are essential for
success. Competitiveness assessment and efficient resource utilization are crucial
for strategy implementation. Enterprises must consider various influencing
characteristics when crafting their development strategies [Hurzhyi et al., 2022].

In the same time, rapid globalization during the last few decades has caused
many difficulties for firms to survive, sustain, and maximize shareholders' wealth.
In this context, companies are using different tools — like Enterprise Resource
Planning (ERP) systems in order to manage the challenges from the business
external environment and requirements at the level of the internal environment in
the same time, and are developing a Innovative Organizational Culture (I0C)
capable to ensure an efficient change management at the level of the oganization
[Ashraf & Ali, 2022].

The growing reach of globalization broadens the scope of economic
interactions, making it more challenging for individual economic entities or people
to make decisions while considering potential risks. Businesses can mitigate
identified risks through expertise-driven strategies or by developing risk
management techniques. Yet, the primary challenge lies not in the methods
themselves, but rather in the lack of adequate knowledge and experience needed to
effectively implement them [Glonti et al, 2023].

A constant need for every organization, in order to properly address different
risks is the capacity of companies to innovate. Innovation enables organizations to
effectively integrate sustainability principles, necessitating strategic resource
allocation, meticulous planning, and continuous process auditing.

Innovation is a constant necessity for small and medium-sized enterprises
(SMEs) within the framework of globalization. In a world of continual change and
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intense competition, SMEs must adopt an innovative approach to maintain and
enhance their market position. Innovation enables them to stay relevant, adapt to
market demands, and maximize their growth potential and success in a globalized
environment. By embracing and promoting innovation in all aspects of their
business, SMEs can gain a competitive edge and continue to thrive in an ever-
changing landscape (Carrasco-Carvajal, Castillo-Vergara, & Garcia-Pérez-de-
Lema, 2023).

Recently, experts have been discussing green innovation as a key aspect of a
comprehensive approach. In addition to the ways innovation is linked to a
company's sustainability, green innovation practices are seen as a natural response
to customer demands. Customers are increasingly willing to pay extra for
sustainable products and expect firms to offer responsible products and services.
Green innovation initiatives not only enhance a company's performance and
competitiveness but also increase product value and create competitive advantages
through ecological differentiation (Guinot, Barghouti, & Chiva, 2022).

In order to boost the innovation capacity of enterprises, managers are
developing different approaches on concepts like sustainability, organizational
culture, intelectual capital etc, perceptions that are considering one of the following
areas being essential in the process of the adaptation of the organization to global
challenges: sustainability as a framework for managing business environment
threats, sustainable leadership development and its relationship with sustainability,
application of sustainability principles in risk management, sustainability
framework: corporate social responsibility, innovation promotion, and performance
enhancement, enhancing organizational learning and innovation through
sustainability [Gardan et al., 2022]. Actually, in a context of a global change,
innovation for companies stands out as a key driver, empowering businesses to
elevate their standards and enhance their competitiveness on a global scale. This
means that companies are entagled into a process of internationalization that puts
them in different situations in order to adapt and grow [Lei & Xie, 2023].
Maintaining a balanced level of technological diversity is crucial for fostering
technological innovation within organizations. Excessive diversity can impede
effective communication and stifle innovation. Additionally, the layout of
organizational structures and addressing microstructure gaps play a substantial role
in amplifying the impact of technological heterogeneity on innovation. By
optimizing organizational structures and managing these gaps, organizations can
significantly enhance their overall innovation capacity. Flexible organizational
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frameworks are essential for maximizing the connection between technological
diversity and innovation. Managers must delicately balance heterogeneity and
coherence, making informed strategic decisions to propel corporate growth [Wang
et al., 2024].

There is a need also to promote the active participation of organisations,
employers and workers in the planning, implementation, enforcement and
monitoring of economic recovery measures and their sustainability; characterizing
the significance of the employment impact of national programmes, with the aim of
promoting full, productive, free but chosen employment and decent work for all,
primarily youth and persons with disabilities.

It is also a practice to promoting social dialogue and collective negotiation;
creating or rebuilding labour market institutions; taking effective measures to
identify, prevent, mitigate and analyse the risks of adverse impacts on human rights
and workers' performance of labour activities; prospering the capacity of the
government to provide income opportunities, stable employment and decent work
for all young people, including the development and implementation of training
and employment programmes [Viktorovna, 2017].

One of the huge difficulties of enterprises in Bulgaria is related to the conditions
of globalization and the transition of the economy to an innovative path of
development. The most important of these is the rational use of the resources of
enterprises and improving their competitiveness.

Table 1 shows the number of enterprises in Bulgaria, according to the number
of employees by enterprise group and by economic activity, at the end of 2022.

Table 1: The number of enterprises in Bulgaria, according to the number of employees by
enterprise group and by economic activity, at the end of 2022

2022

Economic activities "Groups of enterprises according to

Total number of employed persons"

0-9 1049 | 50-249 | 250 +

Total 448 409 | 418951 | 24169 | 4518 771
Rural, forest and fishing economy 46 090 44 472 1502 106 10
Mining industry 334 230 68 27 9
Processing industry 30 199 23 565 4926 1 444 264
Production and distribution of
electrical and thermal energy and 4360 4243 74 27 16
gaseous fuels
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Water supply; sewage services,

844 592 153 65 34
waste management and recovery
Construction 23 748 20 697 2 558 465 28
Trade,  repair of —cars and | 35594 | 130152 | 6258 | 795 89
motorcycles
Transport, warehousing and mail 22 967 20931 1715 270 51
Hotels and restaurants 24 732 22207 2220 288 17

Creation and distribution of
information and creative products; | 17 404 15 999 1035 296 74
telecommunications
Real estate operations 28 463 28 026 401
Prpfe;smnal activities and 49 826 48 588 1 084 130 24
scientific research

Administrative  and  auxiliary

12 136 10 965 858 252 61

activities

Education 4267 4068 172

Human health care and social 14 636 13 643 697 216 30
work

Culture, sport and entertainment 5377 5032 265 71 9
Other activities 25732 25 541 183 8 -

Source: National Statistical Institute, 2023

The above table shows that the number of non-financial enterprises in Bulgaria
will total 448,409 in 2022, which is actually only 1.08% more than the previous
year 2021. The number of persons employed in them converted into full-time
equivalents is 2,220,091, or 1.04% more than a year earlier [Infostat, 2023]. The
largest share in 2022 is accounted for by economically active non-financial
enterprises in the services and trade sector (76.5%), which in turn account for
62.5% of all employees (Table 1).

The share of non-financial enterprises in the industry, construction and
agriculture, forestry and fishing sectors is 23.5% of all active enterprises in 2022,
and their employees account for 37.5% of all employees in the non-financial sector,
converted into full-time equivalents. A more in-depth analysis of the current
situation cannot be made, as the data for the current year 2023 is pending receipt
and post-processing, validation and final filtering.

Figure 1 presented below shows the relative share of economically active
enterprises in Bulgaria at the end of 2022, at the end of 2022.
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Relative share of economically active enterprises - 2022
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avxiliary activitiss social work

= Other activitias

Figure 1. Relative share of economically active enterprises in Bulgaria
at the end of 2022

Source: National Statistical Institute, 2023

Increasing globalization in recent years has necessitated a rethinking of
approaches to the management of all enterprises in the country, as well as the
indicators of their functioning - sectors, subsectors, groups of economic activities
[Petrova & Dimitrova, 2011]. The complex political, social and economic situation
worldwide has set two main goals for the Bulgarian state - to succeed in retaining
the big investors who have already entered the market in the country and to make
huge efforts to attract new investors. This is a considerably difficult task, but the
Bulgarian state can take several steps to facilitate the process of investing in the
country, and thus to increase economic growth, the rate of natural increase in the
average wage and thus partially counter the problems of inflation [Divident, 2022].

With its political, economic, foreign trade, financial, demographic, social,
environmental, information, communication and other dimensions, globalization is
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shaping the environment in which Bulgaria's transformation and development will
take place over the next few decades. Successful development is not possible if it is
not in line with the fundamental processes of globalization. Globalization itself is
an objective process. If it is understood and, in a sense, "mastered", it can be
"managed" in such a way that the positive results prevail and the negative ones are
mitigated. In the 'management' of globalization, the world's largest countries have
played, and still play, a major role because of their economic, scientific, political
and military potential. A small country like Bulgaria cannot be under any illusions
that it is a significant accomplice in the 'governance' of globalization. The most that
Bulgaria can do is to find appropriate loopholes in this process and adapt to the
requirements of the "big ones" [Institute for Economic Studies, 2021].

»The "big" countries certainly influence Bulgaria's development and prosperity
by stopping and influencing in a more negative way the country's prosperity in
terms of economy, politics and social activities. Bulgaria is a small country and is
heavily dependent on them, both to attract large and significant economic investors
and to obtain funding for the development of business in the country.
Globalization, as a process of development of modern society, brings in its wake
the basic injustices of global e-commerce, unstable financial and economic
systems, and to recurrent crises. A small and poor country like Bulgaria finds itself
burdened with heavy and painful debts, which in turn prevents access to life-saving
financial 'injections' necessary for the survival of enterprises and hence reaching
their subordinates. In the end, uniting our country with the big and rich countries
leads to positive outcomes based on the opportunities a small country can get.

Conclusion

Globalization has both positive and negative impacts on Bulgarian enterprises.
In each enterprise it has a different manifestation, some of them seeking assistance
from the state. Globalization itself has increased competitiveness of some of them,
while others are closing their doors and ceasing operations. In the context of
globalization processes, the use of new management technologies related to the
efficiency of enterprise management is important. The objective is to rethink
approaches to enterprise management and performance indicators, aiming for more
and greater competitiveness and more jobs.

Globalization in Bulgaria has more negative than positive impacts, as local trade
and production are declining, inequality between workers and employees in
enterprises is increasing, and labour exploitation is on the rise. There is an outflow
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of foreign investment, which is essential for the country's economy, as this in turn
has led to a deterioration in the quality of life and a decline in the level of
population. The impact of globalization processes is characterised by a low level of
total government expenditure, a high level of inequality and a low level of social
protection expenditure, subsidisation of social services is weak, state intervention
in the labour market is weak and, lastly, there is little social dialogue.

Globalization has had a positive impact on enterprises in Bulgaria, characterized
by the development of information and communication technologies leading to the
formation of a digital society, digital economy, global digital labour market, which
in turn lead to the development of instability in employment in its precarious form
and to a reduction in social support for the working population.

There is a need to develop a system of indicators for the analysis and
assessment of the globalization processes affecting the whole economy of the
country and the additional incentives for the competitiveness of employees in the
public and public sectors. There is also a need for targeted management actions and
the development and implementation of effective strategies that are appropriate to
the dynamic changes in the competitive environment.
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Abstract

Agroecology is a new area of knowledge and emerging body of experience
linking in a transdisciplinary manner, experiments, research, and action-
oriented innovations targeting enhanced food systems’ resilience,
environmental and socio-economic sustainability at the farm, organizational
and institutional levels. Authors view is that applying ecological principles and
social values to agricultural production and consumption has to have a market
recognition. This paper investigates in which conditions agroecology can also
offer new business models that are more inclusive, diverse, and profitable for
farmers and other food system actors especially those small farmers actioning
in a regional context and willing to cooperate to co-create new business
models. These business models involve the adoption of innovations such as
integrated management, organic fertilizers, participatory guarantee systems,
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and collective marketing in a regional value chain perspective. The paper
investigates as well some pathways to agroecology developed in IH Bio
Danubius, a regional cluster already engaged in organic agricultural
practices and willing to further embrace new agroecological principles. One
important pathway, in wich our research is conducted are conditions under
which private (voluntary) standards based on indicators can meet market
requirement through a viable business model.

Key words: agroecology, organic agriculture, business model
JEL Classification: Q13, Q16, M21

Introduction

Agroecology, is a dynamic and transdisciplinary concept encompassing a
scientific areas such as sustainable agricultural practices, environment
management, consumer behaviour or social aspect. There are many principles, up
to thirteen as per figure below:

@2 ©

SO
WATER

CROP
LIVESTOCK

PEST & DISEASE
ENERGY

HOUSEHOLD
WORKERS

FOOD SYSTEM

COMMUNITY

Figure nr. 1. Thirteen principles of Agroecology
Source: HLPE 2019
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Our research beeing concentrated on the regional cluster perspective, we
investigate the prospect of a cluster value chain mangement in this area in order to
achieve a market recognition through private voluntary standards.  The
agroecological value chain, in our market-oriented analyses, should be
ecologically, socially and economically sustainable, incorporating agroecological
principles, if at farm, business and institutional levels the cohesive forces of
transformation are able to [Gliessman, 2016]:

v" include and promote the participation of all relevant stakeholders in the co-

creation of a common VC vision.

v’ strengthen stakeholder engagement and addressing power differences.

v" supporte diversified, nutrition-sensitive and resilient production systems,
including mixed livestock and agroforestry, which preserve and enhance
biodiversity, as well as the natural resource base [HLPE, 2016].

v promote diversified and healthy diets as a pathway to support transitions
towards more sustainable, diversified and resilient food systems.

v’ adopt agroecological innovations (both technological and institutional) that
foster co-creation and co-learning through the integration of science and
local knowledge.

v create strategic partnerships with food VC innovation platforms, incubators
and aggregation mechanisms in which private and public sector actors invest
in and reward sustainable food producers and the production of public goods
[Jonasz & Varga, 2022].

v' support the development of local and regional markets, processing hubs and
transportation infrastructures to increase employment and business
opportunities, and to promote circular economies.

Since our research focusses on a cluster business we assume that such an
ecosystem may create and deliver value to its members and stakeholders, such as
customers, suppliers, investors, and authorites. To be succesful a cluster business
model should describe how a cluster generates revenue and covers its costs, as well
as how it measures and improves its performance and impact. On the other hand, a
value chain approach is a way of analyzing and optimizing all activities to deliver a
product or service, from the initial design to the final customer taking into
consideration all costs and revenues, associated with each activity. Therfore, a
value chain approach should identify all activities that add value to the product or
service from a customer prospective. A value chain analyses has also to look into
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the linkages and interactions among the activities and actors involved in the value
creation process, such as suppliers, producers, distributors, and buyers.

Both cluster business model and value chain model are useful frameworks for
understanding and improving the performance and competitiveness of a cluster but
also a company within a cluster. However, the cluster model and the value chain
model are not identic. A cluster business model is more focussed on the strategic
and financial aspects of a cluster, while a value chain model is more focused on the
operational and organizational aspects of a company or a cluster. A cluster business
model can help a cluster to define and communicate its value proposition, while a
value chain model can help a company or a cluster to deliver and enhance its value
proposition [Gartenstein, 2019].

Theoretical background

Voluntary standards in agri-business are norms or rules that are developed by
private actors like farmers, processors, suppliers or trader, such as agri-business
associations, non-governmental organizations, or multi-stakeholder initiatives, and
that are not enforced by the state. Voluntary standards in agriculture may cover
wide range of areas like product schemes, management standards, food security or
a combination of these or more other topics.

Voluntary standards are becoming increasingly important in the agri-business
and food systems, as they can help address some of the sustainability challenges
that the global food system faces, such as climate change, biodiversity loss, water
scarcity, food insecurity, poverty, and malnutrition [UNCTAD, 2020].

As voluntary standards can all provide opportunities for small-scale producers
to access new markets, improve their productivity and income, and enhance their
body of experience has been developed by UN organizations like FAO and
UNCTAD. However, voluntary standards also pose some challenges and risks for
the agri-business and food systems, such as:

v' Confusions triggered by over proliferation and fragmentation of voluntary

standards, which may be market inconsistent;

v' The potential exclusion or marginalization of small-scale producers,
especially in developing countries, who may lack the capacity, resources, or
information to comply with the requirements of voluntary standards;

Trade distorsion or brand captivity;
Uncertainty of economic outcomes in the implementation phase.

AN

222


https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems
https://bing.com/search?q=voluntary+standards+in+agri+business+and+food+systems

Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

Voluntary standards may need pre-evaluation, and governance to ensure that
they contribute to the sustainable development of the agri-business and food
systems, and that they benefit all the stakeholders involved.

Several models have been experimented and are linked to regional value chains
for different food products and we have different options where research has been
done. Identifying through value chain analyzes opportunities and challenges can be
a very useful tool in the research carried out as follows [Charry, Narjes, Gonzalez,
Chege & Tran, 2022]:

v" The initiative is also conducting rapid agroecological value chain analyses
(RAVCASs) to identify the opportunities and challenges of integrating
agroecology into the existing and potential business models in the region.

v" In other situation it has been revealed the potential of diversification of the
value chain with new products like native potatoes or sorghum.

v The initiative is also looking at the potential of diversifying the quinoa value
chain with other crops and products that are compatible with agroecology,
such as amaranth, cafiihua, and native potatoes.

v' The initiative is also promoting the diversification of the sorghum value
chain with other crops and livestock that can enhance the agroecosystem
services and resilience. Last but not least, certifications schemes and
linkages between stakeholders has been a good pathway towards a valid
busines model.

v The initiative is also facilitating the linkages between date producers and
consumers, as well as the access to finance and certification schemes.

New business models in agriculture

As anywhere, in agri-businees, business models address profitability as well
as sales revenue, describing the ways that a company invests capital in order to
generate income, by creating and selling inventory, or creating a business
location that attracts paying customers. To clarify how new models can be created
we analyzed the resource nexus, a concept that analyses the interconnections
between different natural resources, such as food, land, water, energy, and
materials, and how they affect each other and the environment in the context of
European Green Deal and its set of policies and actions that aim to make Europe
the first climate-neutral continent by 2050, while also ensuring a fair and
prosperous society. In this context, taking into consideration the case of an organic
cluster (Bio Danubius) we investigate potential synergies and trade-offs associated
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with increasing organic farming illustrated for the ‘Food-Land-Ecosystem services’
nexus (EEA analyses).
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Figure nr. 2. Sinergies and trade-offs associated with organic farming
Source: EEA

As per figure above most of the positive trade-offs are associated to organic
agriculture advocategin in favour of actions proposed by the European Green Deal
is to increase the share of organic farming in the EU, which is currently around 8%
of the agricultural land. Indeed organic farming is a type of agriculture that relies
on natural processes and inputs, and avoids the use of synthetic chemicals,
genetically modified organisms, and intensive animal production. Organic farming
can have several benefits for the environment, such as reducing greenhouse gas
emissions, enhancing soil quality, biodiversity, and water resources, and providing
ecosystem services [FAO, 2023].

However, organic farming also faces some challenges and trade-offs, such as
lower yields, higher costs, and potential conflicts with other land uses. For
example, increasing organic farming could require more land to produce the same
amount of food, which could compete with other needs such as forest conservation,
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urban development, or bioenergy production. Moreover, organic farming could
have different impacts on different regions, depending on the local conditions,
markets, and policies [FAO, 2020].

Therefore, it is important to assess the potential synergies and trade-offs
associated with increasing organic farming, taking into account the complex
interactions between food, land, and ecosystem services. This is what the European
Environment Agency (EEA) did in one of its case studies, using a resource nexus
approach. The EEA analysed four scenarios of increasing organic farming in the
EU, ranging from 25% to 100% of the agricultural land, and compared them with a
baseline scenario of 8%. The EEA used a set of indicators to measure the impacts
of each scenario on food production, land use, greenhouse gas emissions, soil,
nitrogen surplus, water use, biodiversity, and ecosystem services [EEA, 2022].

The results of the EEA analysis showed that increasing organic farming could
have positive effects on some indicators, such as soil organic carbon, nitrogen
surplus, water use, and biodiversity, but negative effects on others, such as food
production, land use, and greenhouse gas emissions. The magnitude and direction
of these effects varied depending on the level of organic farming and the
assumptions made about the demand and supply of food, the trade of agricultural
products, and the management of organic waste. The EEA also identified some
knowledge gaps and uncertainties that need to be addressed to improve the
robustness and relevance of the analysis.

The EEA case study illustrates the usefulness of the resource nexus approach
for identifying the opportunities and challenges of increasing organic farming in
the EU, and for informing policy decisions that support the European Green Deal.
The resource nexus approach can also be applied to other topics and sectors, such
as advanced biofuels, electric vehicles, circular economy, etc., to provide a holistic
and systemic understanding of the sustainability issues and solutions.

Based on this assesments, we made the following scenario for food business
models in agriculture.
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Figure nr. 3. Scenario for food business models
Source: authors intepretation

In this figure we consider that organic model in the next 20 year will co-exist
with conventional one, but both will adopt new more practices based on
agroecological principles.

Private standards of the Bio Danubius innovation hub based on indicators

Bio Danubius is a well-individualized cluster since its focus is organic product
in wetlands along the Danube River. It was founded in February 2015, as a cluster
of the Danube Delta region for those who believe in organic agriculture,
bioeconomy and sustainability. It became a significant cluster of the Danube River
wetlands region. By joining the cluster, member became aware and active to
sustainable development on the principles of the agroecology. The Bio Danubius
cluster aims to make the voice of organic producers heard through lobbying
campaigns as well.

Since its formation, the leader of this cluster has been farmers cooperatives and
associations backed as main facilitator by Spiru Haret University and its
entrepreneurial center USH Pro Business, which had important results in the
promotion of organic products. It also has a close relationship with local and
central authorities. He is also among the members of Inter-Bio, the professional
association of organic farmers nation-wide.
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The Bio Danubius cluster was created at the initiative of the local associations
and business environments from Tulcea county, but it has been extended gradually to
other wetlands along Danube in Ialomita, Constanta, Calarasi and Dolj, thus
becoming an emblematic cluster for the wetlands (Danube Delta and other humid
areas along Danube). These wetlands are a refuge for birds, fish, insects, reptiles,
plants of diverse types and is located in a region with rich cultural diversity. The
Danube wetlands are threatened by harm-generating activities related to activities
in conventional agriculture, industry, households, etc. The main problems were
identified both in the field of sustainable environmental development and social
development. The Danube is the main waterway, river and sea and the most
important source of water in the county. The abundance of fluvial, deltaic, and
coastal lakes is as many natural water resources, with fish importance, as a means
of communication and as bases for leisure or water supply of the population. The
Danube Delta and the wetlands are among the largest in the world - as a habitat for
waterflow, the largest area of compact reeds on Earth and a true museum of
biodiversity.

The largest surface of arable land certified ecologically is in Tulcea County.
The Danube Delta is ideal for organic farming, along with fish farming and
tourism, representing non-polluting economic activities. Currently, in Tulcea
County, about one hundred thousand tons of ecologically certified cereals and oil
plants are produced annually, which are destined for export. The cluster was
formed to address some regional threats like depopulation, poor infrastructure: lack
of running water, sewerage, roads, irrigation systems, lack of young people willing
/ able to develop agriculture or aquaculture in a sustainable way, lack of job offers
the possibility to start agricultural activities, too slow conversion of producers in
organic agriculture and aquaculture, lack of support for smallholders, lack of
financial support (training, etc.) to facilitate access to agriculture and development.

Bio Danubius cluster profile

The Bio Danubius cluster has emerged as unique platform for collaboration
towards competitiveness in the Danube rivers region of Romania. The cluster aims
to harmonize and represent the interests of enterprises, research, administration and
catalyst entities economic and job creation, sustainable development,
internationalization of members, professional development of managers and
employees, administration of a common database, participation in national and
European networks, increasing the innovation potential of enterprises in the sectors
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like: organic farming and processing, eco-tourism, transportation logistics,
environmental protection and conservation renewable energies, R&D and
digitalization.

From the beginning Bio Danubius developed innovative, processed products
and services and their marketing internationalization, marketing, networking
promotion. In this way, based on promotion, in became a quality brand for organic
producers based on an advanced certification system in organic. The cluster
supported participation and / or initiation of projects for SMEs, research,
administration, cluster, with funding from public and / or European funds and
collaboration with other clusters in the country and abroad in order to achieve
strategic partnerships, cross-border and transnational collaboration (EU Strategy
for the Danube Region and other international programs) as well as participation in
national and European networks where not neglected.

Among main objective of the cluster development of its own private, voluntary
standard it became very important going hand in hand with other objectives like
stimulating innovation, research, and competitiveness of cluster members,
promoting organic agriculture and food, development of eco-bio products, services
and technological processes, protecting the environment and biodiversity.

Engagement towards agro-ecological standards - flagship project of the
cluster

Using the center's infrastructure, the cluster conducted research among its
members related to business models. At the same time cluster has started joint
research in the value chain sector, for the ecological plants in the Danube Delta and
their use for health. Other research areas considered in the cluster are:

v' Future value chains in the bioeconomy

v' Traceability of organic products and food safety

v' Development of real value chains

v" Creation of interprofessional organizations for organic products

v Development of cluster distribution chains

v Links between bio value chains and other industries (tourism, IT&C,

logistics)

Bio Danubius is concerned with creating and promoting the standard of organic
farming and protecting the Biosphere of the Danube Delta and the surrounding area
by addressing the following issues related to environmental sustainability reported
by the cluster:
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Eutrophication: due to the excess of organic elements (mostly N + P
compounds) in water and soil;

Emissions to soil, water and air, many types of manure in addition to
pesticides,chemicals etc.;

Contamination: heavy metals, pesticides, other harmful substances, also
waste of various types;

Erosion: largely caused by human activities, such as upstream dams,
widening and deepening of Delta canals for navigation, lack of land cover
and inadequate crop rotation;

Waste: different types and causes, insufficient waste management;

Water management: insufficient management;

Loss of biodiversity: extinction of local species, emergence, and
multiplication; Invasive species (especially fish);

Global warming.

Initial pathways for implementation of a private standard

During 2019-2022 a core group of farmers, consultants and researchers in the
cluster started to work on options for a standard. Their main activities can be
summarized as follows:

v

Awareness building among certified organic farmers and processors in
wetlands areas, about the necessity to measure the impact of their activities
(crop management, energy consumption, waste management, etc.) on water,
soil, and air, in order to detect weaknesses and to prevent or at least reduce
the negative impact to acceptable limits.

Awareness that performances should be defined in metrics resulting from a
set of indicators.

Awareness that authorized farmers and processors should report measures to
promote the biodiversity and fertility of the soil, to protect local fauna and
flora, in particular relevant local species and they should strive to develop
new innovative cultivation methods, such as: agroforestry, simultaneous
agricultural crops (intercrops), mixed crops, permaculture, testing of new
varieties adapted to organic farming and others.

Awareness building among other type of stakeholders such as farmers in
conventional, fisheries and tourism and aquaculture branches, to develop
synergies in optimizing good practice and to take appropriate measures to
encourage rural development.
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v" Use of advanced technology and digitalization.
v Financial instruments identification.

For all of these, several exploratory awareness campaigns were organized
such as workshops with local partners and international partners, financing the
project through national programs, possible funding institutions. The idea of the
standard was discussed with relevant stakeholders in Romania, Germany, and
Switzerland. In several meetings, we received feedback from all stakeholders
consulted and were able to integrate comments into the first draft standard. The
standard was developed, formulating risks and requirements for wetlands. Possible
indicators were further analysed, such as:

v" Systems for measuring N and P emissions in soil and water;

v’ Irrigation management: good practices, opportunities and difficulties;

v" Waste collection: good practices and difficulties;

v Carbon retention;

v Promoting biodiversity, measuring energy consumption, reducing emission;

v Seeds management;

v" Social indicators.

At the local level, the cluster was involved in the debates and conferences on
poverty and social exclusion in the Danube region, sustainable development of the
region through organic agriculture and the opportunity to link it with development
tourism consistently covered by the press. Preoccupations of the cluster to develop
a competitive identity was launched in Biofach Nurnberg which captured the
attention at national level and internationally.

The idea of organic operators (farmers and processors) to have a private
standard, documented by a credible certification, started got momentum since the
event in Murighiol in October 2022. It was clearly assessed at that meeting, that
this process will have a positive influence on the active insertion of organic
agriculture in efforts to maintain and develop wetlands areas, to improve the image
of the organic sector in Romania, encourage exports and stimulating producers
from other parts of the country (and even outside Romania). It was better perceived
the positive role of organic farming in terms of issues such as climate change,
global warming, deforestation, biodiversity loss, etc. It was more clear as well how
previous efforts will contribute to the inclusion of organic farming in projects with
relevant regional, national, and international stakeholders.
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Important enabler factor at national level recognized

To support emulation towards a private label in the innovation hub Bio
Danubius Cluster, ASRO - The National Standardization Body, IBA Bucharest -
National Research and Development Institute for Food Bioresources, Spiru Haret
University and Inter-Bio Association (where the university is a founding member
together with farmers associations Bioterra Association and Bio Danubius) during
2019, developed a parallel project at national level, to ensure a national standard of
organic and agroecological producers and processors. Farmers and researcher both
members of innovation hub and outside of it, got together and developed, during 2
years of research the Romania original standard based on good international
practice. Due to their effort highly appreciated, in collaboration with ASRO, the
first national standard for agroecology addressed to organic farmers was developed
and launched in May 2022. The standard SR 13595 is now in place offering a good
anchor to the farmers in the wetlands to get inspiration for a quality scheme.
During 2022 and 2023, extensive awareness campaigns among farmers and
researchers, contributed to a faster understanding of the new agroecological
practices. The outcome of this process is the initialization of a voluntary scheme
for the organic cereal’s products.

The innovation hub Bio Danubius members organized events, sight visits and
held presentations to all potential interested entities. Some farmers inside and
outside the hub initiated audit procedures to identify the most suitable programmes
available for their activity. Enablers in the area of certification (SRAC, TUV,
RENAR) clearly accepted by the farmers as an important pathway to the scheme.
Most important lesson is to take responsibility to choose a scheme owner among
the core team of innovation hub and to explore options. Another important gain
(already asserted in the innovation hub history before being involved in the
European project) is that we do not have to stick to the Danube Delta farmers, but
also farmers with a common “terroir” in the wetland along the Danube. Through
TRANSECT project, the innovation hub legacy grew and is better perceived as a
strategic player.

Conclusions

The idea of organic operators (farmers and processors) to have a private
standard, documented by a credible certification got momentum, but the process
may last. It is important to ensure a proper governance of the standard through
scheme ownership. It was clearly assessed that this process will have a positive
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influence on the active insertion of organic agriculture in efforts to maintain and
develop wetlands areas, to improve the image of the organic sector in Romania,
encourage exports and stimulating producers from other parts of the country (and
even outside Romania). At the same time, in an “organic plus” perspective, the
standard fits into organic-agroecology scenario predicted by us in section 3.

The national standard SR 13595 is offering a good anchor to the farmers in the
wetlands to get inspiration for an “organic plus” voluntary scheme. During 2023,
extensive awareness campaigns among farmers and researchers, contributed to a
faster understanding of the new agroecological practices took place to see the
advantages of the concept “organic plus”.

It became also more clear that enablers in the area of accreditation and
certification (accreditation body RENAR) are of strategic importance in the
governance of the scheme. Based on the existing learning history of the cluster one
main obstacle for the private standard is the revenue model. In spite of the fact
that agroecology and organic farming have a strong positive impact on
sustainability nature-inclusive agriculture can only be scaled up if it goes hand in
hand with a viable model for generating revenue. The limited possibilities for
individual farmers to achieve a viable revenue model can be overpast through co-
creation and increased cohesion forces and market approach. Options should be
developed inside the farmers communities for sharing costs and benefits These are:

v’ Carbon credit schemes which may help in reducing investment costs;

v" Voluntary membership fee from the farmers and other stakeholder at a
differentiating rate based not only in compliance to the standards
requirements, but also on their position in the cluster value chain;

v Combined cost-revenue model both in a value chain and cluster approach
can bring more light into the problem of financing;

v" Possible outside investments for the scheme, either from the autority level or
from interested private companies (buyers, certification bodies, consumers
organizations).

Acknowledgment: This work was supported by the project Trans-disciplinary
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232



Since 2000

@6 Annals of Spiru Haret University. | |
Economic Series
-t ICCS

smmma, | Cenmmar
ISSN:2393-1795  ISSN-L:2068-6900 Concran St

Issue 1/2024

References

[1] Charry, A., Narjes, M., Gonzalez, C., Chege, C. & Tran, N. (2022). Integrating
agroecological principles into rapid value chain analysis: An operational guideline.
(December 2022)
[2] EEA. (2022). Resource nexus and the FEuropean Green Deal.
https://www.eea.europa.eu/publications/resource-nexus-challenges-and-
opportunities/resource-nexus-and-the-european/download.pdf.static
[3] FAO. (2018). The 10 elements of agroecology: guiding the transition to sustainable food
and agricultural systems. https://www.fao.org/3/19037en/i9037en.pdf
[4] FAO. (2020). A summary to assess synergies and trade-offs among the twenty
interconnected sustainable food and agriculture (SFA) actions.
https://www.fao.org/3/ca9923en/ca9923en.pdf
[5]FAO. (2023). Organic agriculture. https://www.fao.org/organicag/oa-faq/oa-faq6/en/
[6] Gartenstein, D. (2019). The Difference Between a Business Model & a Value Chain
Model (www.chron.com)
[7] Gliessman, S. (2016). Transforming food systems with agroecology, Agroecology and
Sustainable Food Systems, 40:3, 187-189, DOI: 10.1080/21683565.2015.1130765
[8] HLPE. (2016). Sustainable agricultural development for food security and nutrition:
what roles for livestock? A report by the High Level Panel of Experts on Food Security
and Nutrition of the Committee on World Food Security.
https://www.fao.org/3/15795¢/i15795¢e.pdf
[9] HLPE. (2019). Agroecological and other innovative approaches for sustainable
agriculture and food systems that enhance food security and nutrition. A report by the
High Level Panel of Experts on Food Security and Nutrition of the Committee on World
Food Security.
https://www.fao.org/3/ca5602en/ca5602en.pdf
[10] Jonasz, G. & Varga, K. (2022). Organic living labs & lighthouse farms in Europe. TP
Organics, Brussels

[11] Nicholls, C., Altieri, M.A. & Vazquez, L. (2016). Agroecology: principles for the
conversion and redesign of farming systems. Journal of Ecosystem & Ecography, S5:
010

[12] UNCTAD. (2020). Framework for the Voluntary Sustainability Standards (VSS)
Assessment Toolkit

233


https://www.eea.europa.eu/publications/resource-nexus-challenges-and-opportunities/resource-nexus-and-the-european/download.pdf.static
https://www.eea.europa.eu/publications/resource-nexus-challenges-and-opportunities/resource-nexus-and-the-european/download.pdf.static
http://www.fao.org/3/i9037en/i9037en.pdf
http://www.fao.org/3/i9037en/i9037en.pdf
https://www.fao.org/3/i9037en/i9037en.pdf
http://www.fao.org/3/i9037en/i9037en.pdf
https://www.fao.org/3/ca9923en/ca9923en.pdf
http://www.fao.org/3/i9037en/i9037en.pdf
https://www.fao.org/organicag/oa-faq/oa-faq6/en/
http://www.chron.com/
https://doi.org/10.1080/21683565.2015.1130765
https://www.louiseofresco.com/pdf/UK_Publications/2016_HLPE-Report-10_EN.pdf
https://www.fao.org/3/i5795e/i5795e.pdf
http://www.fao.org/3/ca5602en/ca5602en.pdf
https://www.fao.org/3/ca5602en/ca5602en.pdf
http://www.fao.org/3/i9037en/i9037en.pdf
https://www.omicsonline.org/open-access/agroecology-principles-for-the-conversion-and-redesign-of-farming-systems-2157-7625-S5-010.php?aid=72904

? Annals of Spiru Haret University. _l
E ic Seri
COI'ISC:;:LCZUDEUIIES mcﬂ

- h-n.
Cancrisng

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

VALUE CHAIN AND RISK MANAGEMENT IN THE 4IR:
ANALYSIS FROM THE AGRO-ALLIED SECTOR

Francis Ezieshi MONYEI', Wilfred Isioma UKPERE?
!Department of Industrial Psychology and People Management, School of
Management, College of Business and Economics, University of
Johannesburg, South Africa
Phone: +27-833453201; Email: fmonyei@uj.ac.za
Department of Industrial Psychology and People Management, School of
Management, College of Business and Economics, University of
Johannesburg, South Africa
Phone:+27-735295587; Email: wiukpere@uj.ac.za

How to cite: Monyei, F. E., & Ukpere W.I. (2024). ““Value Chain and Risk
Management in the 4IR: Analysis from the Agro-Allied Sector”. Annals of
Spiru  Haret University. Economic Series, 24(1), 234-258, doi:
https://doi.org/10.26458/24114

Abstract

Scholars and professionals have recently called for the need to look at how
value chains affect risk management in the agro-allied industry. Therefore, in
response to this call for empiricism, the present study is conducted. In
achieving this, the descriptive survey method was applied, inculcating Five (5)
randomly selected Agro-allied firms in Enugu State, Nigeria as its study
respondents. They include - Enugu San Carlos Farms Limited; Link-Chris
Global & Agro Resource Nigeria Limited; Veggie-fresh Farms Enterprise; San
Savannah Oil Limited; and Tropical Veterinary Consult Limited. The criteria
in selecting the firms were on the basis which included their economic
contributions to the state, number of years in service delivery, and
product/produce viability. These criteria permit a valid generalization of the
research findings. The Regression statistical tools of the statistical package for
social sciences used in testing the hypotheses yielded the following results: r
= 0.767; F = 62.720; t = 7.920; p = 0.05. These show that the agro-allied
enterprises under study had more effective and substantial risk management as
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a result of the value chain network that was put in place. Thus the conclusion
emphasizes that the value chain promotes and supports the risk management of
agro-allied businesses as well as the region in which they operate
economically.

Keywords: Agriculture, Agro-allied, Nigeria, Risk management, Value
chain.

JEL Classification: P42; O1; D6

1. Introduction

In recognition of the wave of globalisation, the expansion of worldwide
marketplaces, and the sharp increase in income levels of nations, many producers
in developing countries now have the opportunity to engage in the burgeoning
national and international agricultural market. Farmers must assume greater
responsibility for their production, trade, and distribution to ensure the higher
quality and added value of their agricultural products as well as to manage their
enterprises profitably. The legal frameworks and strict safety and quality
requirements that apply to these markets also need to be adjusted by these
businesses. Dolan and Humphrey in 2004. A product's design, manufacture,
marketing, distribution, and support are all sequential processes that are carried out
(Kangieesser, 2008). Michael Porter coined the term "value chain" in 1985. In
addition to adding value, a supply chain consists of a sequence of
commercialization and processing stages that move goods from production to
consumption. In agriculture, the terms "value chain" and "flow" refer to the
sequence of events and processes that start with the purchase of inputs and end
with their processing, marketing, and consumption. Value chains are defined and
restricted globally by the decline in trade barriers brought about by the removal of
export subsidies, price assistance, and tariffs during the past ten years. However,
modern information technology and decreased transportation costs have made it
easier for chain actors to coordinate (Gibbon, Bair, & Ponte, 2008). This is
achieved through process standardisation, advanced information and
communication technology, and vertical integration in addition to other means.
Value chain systems were frequently acknowledged as a revolutionary phase,
signifying an ideal flow of industrial processes, according to Onwualu (2012).
Throughout corporate history, there have been several adjustments, shocks, and
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changes that have impacted industrial and economic ties and contributed to better
risk management. The digital and data management aspects of corporate operations
are currently being driven by the fourth industrial revolution (4IR). The global
environment is being impacted by these shifts, especially in the creative pursuit of
seamless creation (Hay-Gibson, 2008). The driving drivers behind this revolution
were production technologies that were essentially distinct from those that
preceded them. Thus, the advancement of industrial and operational technology is
what necessitates the 4IR. Hence, two of the 4IR's most distinctive characteristics
may be the combination of data and the digitization of activities, structures, and
systems (Daemmrich, 2017). Peasant farmers seek out new ways to collaborate to
fortify their bargaining position farther down the value chain, as evidenced by the
numerous studies that have been included in the body of current research (Rondot
& Collion 2001). For the great majority of Nigerian agro-producers, however,
overcoming these value chains and making improvements remains a key obstacle
to competing in these new markets. Rather than raising productivity, the majority
of agricultural expansion, particularly in Nigeria, is linked to an increase in the area
under exploitation. In 2015, it was estimated that if present trends persisted,
Nigeria's food supply would be insufficient to feed more than half of its population.
But despite that prediction, there has been a reversal in the interest in agricultural
technologies due to the rising cost of food grains and the escalating global trend of
inflation. The African Development Bank (2013) asserts that to meet the "2015"
projection, money and subsidies for agriculture must be made accessible.

The distribution of costs and profits among chain players is influenced by
asymmetric network and power interactions, which discourages value-adding
activities in Nigerian agro-producers' attempts to join global value chains. Value
chains are seen to be a means of introducing new technology, labour practices,
organisational networks, and modes of production as well as logistics. The
automobile industry serves as a prime example, as global production and
distribution networks are becoming increasingly intricate, and certain suppliers
from developing nations are achieving unprecedented levels of success in their
R&D and advanced manufacturing processes (Ivarsson & Alvstam 2005).
Developing country agro-producers are increasingly using these technological
systems to participate in these value chains and the newly emerging modern
domestic markets. This example demonstrates how these systems have guided and
controlled processes and flows of goods and information to a whole new level. In
the food industry, supermarkets have also started implementing Total Quality
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Management systems for perishable goods including fresh fish, meat, and
vegetables in several Latin American and Asian nations. Nigeria’s agricultural
producers encounter several risks and problems, such as inadequate institutional
and infrastructure support, resource scarcity, and inefficient coordination of value
chain operations. Especially the small-scale manufacturers who are disadvantaged
because of their lack of funding, employment of antiquated methods, reliance on
low-skilled personnel, and lack of connections to players in the international
market. For this reason, De Janvry and Sadoulet (2005), and Daviron and Gibbon
(2002) aver that coordinating value chain operations will be part of its integrated
strategy to lessen the risks and challenges faced by agricultural producers. Aside
from standard economic risks like changes in demand and pricing, agriculture
appears to be more vulnerable to a variety of risks (Sulewski & Ktoczko-Gajewska,
2014; Reardon & Barret, 2000). Risk management has its roots in ancient
Mesopotamia, according to Krimsky and Plough (1988). Additionally, risk
management derives from a more precise and linear postulation derived from the
linguistics of the term "risk," which originated from "decision theory" in its early
stages and is mathematically defined as chance and probability (Arrow, 1965;
Bannister & Bawcutt, 1981; Althaus, 2005, as cited by Hay-Gibson, 2008).
Agricultural and livestock diseases, weather patterns, and other risk factors specific
to their industry must be managed by farmers. Effective risk management requires
coordination between the state, markets, and farms—three separate stages of
action. To address price risks, the market offers a range of insurance and strategies
(such as futures and options), and to help manage catastrophic risks, the
government frequently sets up institutional frameworks with supporting
instruments (OECD, 2011). Nevertheless, effective risk management in agriculture
depends on the actions of farmers. It specifically alludes to the risk variables
referred to as "normal risk" factors. Risk aversion and perception are two
behavioural characteristics that are crucial for effective risk management in this
discipline. Therefore, from the perspective of policymakers as well as the farm risk
value chains, research on farmers' risk perception and aversion is extremely
important. In the past agriculture was said to be the major source of Nigerian’s
wealth, foreign exchange earnings and an agent of economic prosperity.
Consequently, this is evidenced in the rapid development it brought about in the
1960s and 1970s when the sector witnessed an unprecedented boom in the
cultivation and sale of some of its yields. In the then Western region of Nigeria was
Cocoa, the pyramid of Groundnut in the North and Coal/Palm produce in the
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Eastern region. All of these made the agricultural sector serve as the most employer
of labour. Today; however unfortunate, the agricultural sector in Nigeria is bisected
by a myriad of issues ranging from poor agricultural financing to declining agro-
produce, poor governmental subsidies and funding, inconsistent value/supply
chains, improper/ deficient risk management strategies, un-mechanized farming
implements, an un-due rate of importation of agro-produce due to its neglect and
shift to crude oil (resources) rendering it unattractive, and have also resulted in
demotivating farmers and a lack of farming practices. To some extent, these and
some other factors have resulted in the sector's somewhat morbidity and in-
viability. A look at the industry/sectorial scope reveals that agriculture accounts for
over 50% of foreign exchange earnings in Nigeria, during the pre-colonial and
shortly after the independence era, and the geography is consequent upon the fact
that Nigeria’s landscape and soil fertility are unmatched for agricultural
farming/practices, Onwualu, (2012). The Nigeria Agendum is an integrated
approach to the agricultural value chain and its risk management, and this study
intends to investigate it in light of the aforementioned aspects. This work examines
the relationship between risk management and value chains in agro-allied firms.
Given the current industrial unrest, the calls for empiricism, and the dearth of
academic publications on the construct variables, industry, and study area, it has
gained more significance. The work includes an empirical foundation and
theoretical framework. As such, for these agro-allied firms to return to their
flourishing era, a proper retooling of their value chain and risk management must
be re-engineered. Otherwise, the looming of its utmost floundering.

1.2 Research objective

The objective of this study is to:

e To investigate the value chain and risk management of Agro-allied firms in
Enugu State, Nigeria.

2. Theoretical Foundation

The theory of supply chain management serve as the central tenets that is used
to underpin this investigation. As the study’s theoretical underpinning, the theory
offers the study's dynamic foundation.

2.1 Theory of Supply Chain Management

Value chains and risk management have been the subject of deep and wide
theoretical postulations, which are mirrored in a variety of definitions and
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analytical techniques (Lazzarini, 2008). Supply chain management theory is one
area of study that looks at value chain activity risk management. The 1980s saw the
emergence of supply chain management theory in the field of logistics, with a
focus on supply chain inventory planning and optimisation. According to
Trienekens (2011), the supply chain management philosophy prioritises the
demands of the client and is consumer-centric. It attempts to integrate business
goals and balance supply and demand at every stage of the supply chain, from the
first manufacturer to the final client or customer. With inspiration from systems
theory, Michael Porter (1985) popularised the terms "value chain" and "commodity
chain" in the 1970s and 1980s (Raikes, Friis & Ponte, 2000). These concepts
represented the value-adding aspects of business processes that took place inside
the boundaries of the organisation. The primary activities at the centre of value
chain and supply chain approaches are the transformation and transaction processes
that occur both within and across vertically related firms. The notion of supply
chain management is advantageous for developing countries as it facilitates the
improvement of processes and quality, along with the optimisation of distribution
processes. To increase the quality of the red meat supply chain connecting
Argentina and the United Kingdom, Francis and Simons (2008) looked into how
the food industry was implementing integrated quality management systems. This
study illustrates the usefulness of supply chain management theory about value
chain and risk management in the agricultural sector (Trienekens, 2011; Ruben,
Boekel, Tilburg & Trienekens, 2007).

2.2 Conceptual Understanding of Value Chain

The Food and Agricultural Organisation (2011) states that value chains are
made up of individuals connected by a common activity that produces a particular
good. These supply chains contain the inputs needed to create and deliver a good to
a customer. The people who participate in a value chain set the rules for how
people can work together, produce goods, and move them. They are also driven by
consumer demand and operate within the confines of local and federal laws as well
as customs. Value chains are defined by Kaplinsky and Morris (2001) as the entire
set of procedures needed to bring an idea or product through all phases of
production, including delivery to customers, disposal at the end of its useful life,
and physical transformation and the input of various producer services. Value chain
analysis is ideally adapted to comprehending how impoverished individuals in rural
developing nations might participate in, or enhance their terms of participation in,
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local, regional, or global trade. The value chain analysis methodology, according to
Mitchell, Keane, and Coles (2009), has several advantages. Some of these are the
ability to ascertain how the rules of the game set by more powerful firms in the
value chain are affected by the limited financial resources of beneficiaries; the fact
that its main focus is on the market guarantees commercial sustainability and
economic viability; it is a useful diagnostic tool that can pinpoint crucial problems
and obstacles for specific target groups; and it provides a framework for
interventions meant to improve the lives of the financially disadvantaged. Value
chain (VC): The sequence of events that transform resources and raw materials into
products that may be sold. Value is added to agricultural products in agro-allied
value chains (AVCs), which are value-added supply chains that travel through
several phases from field production to final consumption. Services providers, the
public sector, or the private sector may be the actors in the AVCs. There are
several instances, including production, handling, packing, keeping, transporting,
and distribution. For every link in a chain, there exist one or more backward and
forward linkages. Distinctive production, risk management, information demands,
interconnected farmers, and integrated systems form the foundation of the AVC.
The African Development Bank (2013) states that there are five primary elements
to take into account when conducting a value chain analysis. These components
include the parties who directly supply the raw materials, carry out the production,
and distribute the finished good; the connections and mutually reinforcing services
that these parties have; the marketplaces; the general, specialised, and financial
services that originate from sources outside the chain of production and
distribution; and the supportive legal framework, such as trade and tax regulations.

2.3 Sustainable Agricultural Development Is Enhanced by Value Chain
A system of integrated plant and animal production techniques with site-specific
applications is referred to as sustainable agriculture. Over time, this system
produces the following benefits:
i. Meeting dietary and fibre needs for humans.
ii. Enhancing the condition of the natural resources and the environment to
better support the agriculture industry.
iii. When necessary, incorporating natural biological cycles and controls and
making the best use of farm resources and non-renewable resources.
iv. Preserving the financial viability of farming businesses.
v. Raising society's and farmers' standards of living.
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Achieving agricultural sustainability is critical for Africa and other developing
regions, as stated in the 2012 Millennium Development Goals. Agriculture is the
foundation of these regions' economies and is required to meet one of the MDGs,
which is to cut the proportion of the population suffering from extreme poverty and
hunger in half by the year 2015. As per the World Bank (2008), the majority of
disadvantaged citizens in developing nations live in rural areas, with three out of
every four of them depending on agriculture as a means of subsistence. 65% of the
labour force is employed in agriculture, which accounts for 32% of Africa's GDP.
These millions of small farmers manage their companies under challenging and
restrictive conditions; they are customers, traders, investors, and entrepreneurs all
rolled into one. Therefore, the transformation and commercialization of agriculture
as well as the improvement of the sustainability of farmers' income sources are
facilitated by the use of appropriate financial mechanisms to ensure the best
profitable investment decisions. According to the African Development Bank
(2013), value chain finance thus promotes the growing commercialization and
transformation of agriculture, which is the foundation of its sustainability.

2.4 Structure for Creating Value Chains

Value chains are seen under our concept as production networks or systems
where business participants operate within an institutional setting and take
advantage of competitive resources. To put it another way, a "value chain" is a
collection of companies that work together to deliver goods or services to a market
and are connected both vertically and horizontally. Using the network structure,
value addition patterns, and governance form of the work of Ruben, van Boekel,
van Tilburg, and Trienekens (2007) as a guide, we created a value chain:

* Network set-up: With the use of supply chain management and network theory,
the value chain's network configuration—which comprises the local, regional, or
global market outlet—is established. Establishing vertical ties between economic
players to jointly produce items for a market is the aim of supply chain management.

* Value addition pattern: Value chain analysis, supply chain management, and
the new institutional economics theory can also yield value addition patterns. The
main goal of supply chain management is to add value at every link in the network.
Value addition can be defined by factors like delivery time, cost, etc. Transaction
costs are the main emphasis of new institutional economics, and more especially of
transaction cost economics. Value chain theory tackles crucial conversations about
value addition points along the chain.
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* Governance form: The governance, bargaining power, and related benefit
distribution of value chain participants are finally derived from network theory,
value chain theory, and new institutional economics. In New Institutional
Economics, the optimal structure of governance among economic participants is
investigated. Formal and informal rules governing horizontal and vertical linkages
are the main focus of network theory.

The functioning and performance of value chains can be disrupted by shifts in
the institutional framework, competitive landscape, supporting infrastructures, and
available resources. This may result in restrictions on the value chains' ability to
develop. The African Development Bank, on the other hand, states that value chain
players must be motivated to solidify their place within the chain (2013). This can
be done by entering a new market channel, increasing added value (by improving
delivery and quality standards or reducing costs), or reorganising the partnership
with value chain participants. Public-private partnerships, development groups, and
governmental and non-governmental agencies are examples of non-value chain
participants who might support such re-engineered/upgrading processes.

2.5 Financial Infrastructure for Agricultural Value Chain

Similar to all forms of funding, AVCF necessitates an effective financial
framework to support the operations of the financing organisations. Generally
speaking, the financial infrastructure offers the following services:

* Systems for clearing and payments that boost productivity and lower
transaction costs. Secure, quick, and efficient wholesale payment systems are being
implemented in several nations, and in a few of them, mobile banking has also
been made possible by the use of IT platforms.

* Information infrastructure, which includes creditor information, private credit
bureaus, rating agencies, public credit registries, voter registration, national 1D
databases, and vehicle collateral and asset registries; auditors who improve risk
mitigation by increasing transparency on institutional performance and
transactions;

* Services such as research firms, universities, training and technical assistance
providers, consultants, and capacity building and education that support technical
innovation and improve financial innovation (African Development Bank, 2013).

2.6 Models and Drivers of Agricultural Value Chain Financing

Agricultural value chain financing (AVCF) has many participants, but
understanding the business strategy in depth is necessary to maximise value chain
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financing (VCF) and recognise its benefits. A business model outlines how a
company creates and profits from value within a network of suppliers, consumers,
and producers. It is often referred to as "what a corporation does and how it obtains
money from doing it." In terms of inclusivity, equity, durability, and financial
sustainability, models that strengthen the trading relationships between small
farmers and downstream agribusiness (processors, exporters, and retailers) are
especially crucial when it comes to AVCF, according to the African Development
Bank (2013). Managing costs related to small-scale producer dispersion, scale
diseconomies, information asymmetry, technology asymmetry, finance, irregular
volume and quality, lack of traceability, and risk management are all necessary to
expand inclusive agricultural business models. Coordination and cooperation are
two of VCs' key traits, and they are crucial for overcoming these costs and risks.
The cooperative element emphasises social and developmental objectives as well
as fair value allocation along the value chain. The African Development Bank
(2013) states that the coordinating aspect is a notion that gives chain actors
entrepreneurial ability priority when executing a competitive economic activity. It
places a strong emphasis on resource allocation efficiency without always taking
distributional concerns into account.

2.7 Risk Management

According to Hay-Gibson (2008), the word "risk" is frequently used
interchangeably with "danger" or "hazards." More correctly, it expresses the
likelihood of an event occurring as well as the risk of it happening, typically with a
negative connotation, particularly when discussing topics like finance. According
to Hardaker (2000), risk is the opposite of stability and is defined as the likelihood
of an unfavourable result as well as the variability of outcomes. (Nguyen,
Coventry, Russell, Cameron, Wegener, & Cooper, 2008) Risk is an
interdisciplinary topic that is present in both records management and the
construction sector. Additionally, seen as the likelihood of an event occurring and
a gauge of its potential negative effects. The process of evaluating, communicating,
and taking appropriate action in response to risk, either on its own or within the
parameters of a particular discipline, is known as risk management. Risk
management has traditionally been associated with the use of market insurance to
protect individuals and organisations against a variety of losses brought on by
accidents (Harrington & Niehaus, 2003).
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2.8 Farmers' Risk Perception and Risk Aversion

Effective risk management strategies are said to need a certain level of risk
perception, as a farmer who lacks awareness of the hazards he faces will be unable
to control them. To determine which risk factors are most significant, some authors
have examined how most farmers perceive risk. Farmers consider a wide range of
risk factors to be important, including drought (Greiner, Patterson, & Miller, 2008);
pests; animal disease; hazards to human health and safety (McDonald, 1995); yield
risk and price risk for agricultural products (Palinkas & Székely, 2008);
institutional risk associated with farm support (Flaten, Lien, Koesling, Valle, &
Ebbesvik, 2005), and many more. In addition to other variables, Palinkas and
Székely (2008) mention the weather and natural disasters. Finding the factors
influencing variations in risk perception intensities was the main goal of various
risk perception authors (Borges & Machado, 2012). They concluded that the
socioeconomic traits of the farmers and the elements of their farms are what
generate these differences. It is important to highlight that farmers from different
nations experience varying climatic and institutional conditions. As a result, there
may be variations in the likelihood of specific risk factors, as well as variations in
the mindset and awareness of farmers, or a combination of these factors, which can
explain differences in how they perceive risk. Although risk aversion is a
challenging concept to operationalize, numerous academics have tried to gauge its
degree. To ascertain risk aversion, experiments and procedures involving
hypothetical alternatives are typically employed. According to Sulewski and
Ktoczko-Gajewska (2014), this method was employed by earlier researchers in the
field to identify particular risk management techniques. The second method is
based on the idea that risk aversion is a latent characteristic that can only be
detected indirectly, as by looking at farmers' investing activity. Binswanger (1982)
noted that hypothetical alternatives and tests conducted in a lab setting can produce
results that differ from those obtained in real-world scenarios, making their
conclusions potentially deceptive. Different kinds of opinion surveys are the most
widely used substitute for trials, according to Sulewski and Kloczko-Gajewska
(2014).
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2.9 Measures to Enhance Sustainable Agricultural Development

African initiatives aimed at enhancing AVCs must address these issues as well.
Priorities in this regard would be as follows:

Boost Agricultural production: With the right extension service, agricultural
production can be raised by using better techniques and inputs, such as better
fertilisers, seeds, harvesters, tractors, irrigation systems, and ploughs. This will
facilitate the transmission of laboratory technology to the field. The producer will
be able to increase farm productivity with the aid of field-based demonstrations of
the newest production techniques and easier access to expert contact.

Enhance Infrastructure Development: As per Sulewski and Ktoczko-Gajewska
(2014), India has lagged behind other countries in terms of the infrastructure
needed for agricultural development. Although there has been substantial progress
in India's rural road network, the areas of electricity, marketing, storage, and agro-
processing still require attention. As per the African Development Bank (2009),
transportation costs are among the highest globally, accounting for as much as 77%
of export value, and the average farmer in Africa is five hours distant from a
market. This makes it especially important. Since the existence of infrastructure
like consistent energy, market, storage/warehousing, and agro-processing
implements all incentivize investments and develop good value chains, Africa may
concentrate on these essential economic levers early on. In actuality, these physical
infrastructures would be significant sources of competitiveness in agricultural
value chains if they were made affordable. Kahan and Warner (2008). In addition
to increasing the productivity of physical resources, rural infrastructure—which
includes transportation, energy, storage facilities, and agricultural research and
extension—also plays a crucial role in value addition and supply chain
management of the agricultural industry. While it is obvious that the national and
local governments should continue to focus on this, financial institutions might also
play a big role in building the necessary infrastructure to enable the expansion of
agriculture.

Information Technology to Close the Information Gap: Information at different
VC levels must be made easier with the assistance of information technology. For
instance, this might refer to calls or texts made to mobile phones to access financial
services, weather forecasts and information, and crop pricing.
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2.10 Critique and Empirical Insight of Reviewed Literature

Sulewski and Kloczko-Gajewska (2014) conducted an empirical study in
Poland to look at farmers' coping strategies, risk aversion, and perceptions of risk
related to production. A stratified random selection procedure was used to choose
the 600 farms that are part of the Polish Farm Accountancy Data Network (FADN)
systems. The Nayman technique was used to identify the number of farms in each
tier that were examined. The data were analysed using correlations, regression
analysis, and descriptive statistics at the 0.05 significance level. A significant
relationship has been observed between insufficient overwintering and spring
frosts. While taking into consideration the effects of production fragmentation and
farmers' degree of participation in different stages of Global Value Chains (GVCs),
Montalbano, Nenci, and Salvatici (2015) looked at the existent interplay
concerning food and trade security. The data were empirically analysed using
detailed microdata and a synopsis of prior GVC case studies. The research
consistently found a positive relationship between commerce and food security.
Moreover, farmers' involvement in the varying periods of the value chain and the
impact of production fragmentation are significant factors.

The existing literature does not provide an integrated method to address
concerns like how much institutional voids affect risk avoidance or how much
physical infrastructure affects risk reduction, among other issues. A framework
comprising essential components for a combined analysis of value chains and risk
management is also absent. This study fills this vacuum in the literature by
proposing a paradigm for future research on the value chain of Nigerian agro-allied
enterprises. In keeping with this, suggestions for enhancing these chains and
management will be raised.

3. Methodology

The methodology used in the inquiry was a descriptive survey. A total of five
companies that satisfied the criteria for this study were selected from the Agro and
Allied Firms (AAF) in Enugu State, South-East Nigeria. The criteria basis includes
their economic contributions to society, number of years in service delivery, and
product/produce viability. These criteria permit a valid generalization of the
research findings. The 5 AAFs - Enugu San Carlos Farms Limited; Link-Chris
Global & Agro Resource Nigeria Limited; Veggie-fresh Farms Enterprise; San
Savannah Oil Limited; and Tropical Veterinary Consult Limited were chosen at
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random. 3126 employees overall, drawn from the five AAls, were selected to
participate in the study. By applying Bill Godden’s formula, a sample size of 359
workers was selected. Owing to the limited sample size, respondents from each of
the firms were chosen using stratified proportional sampling and Bowley's
proportional allocation system. A five-point Likert scale was used in the
questionnaire's design, and it was delivered in person to the respondents.
Regression analysis is a statistical method used to assess the study's assumptions. It
synthesises data from the ordinal scale and shows how latent and observable
variables are related. The computed P-value at a 5% significance level and with the
proper degree of freedom must be greater than the table value for the null
hypothesis to be rejected as a criterion of decision. Otherwise, it is to be accepted.

3.1. Using Cronbach Alpha to Assess Research Validity and Reliability

Academics and AAF executives used the content and face technique to
determine the validity of the questionnaire. This was carried out to guarantee the
accuracy of the instrument and its ability to successfully address the study's
hypotheses. To guarantee the instrument's consistency and dependability, a test-
retest strategy was employed, which entails distributing the questionnaire twice in
two weeks. Because of this, the length of the gap between administration and
retrieval was considered, as well as the fact that the correlation increased with
interval length. The survey items were consistent, as seen by the 0.83 Cronbach
alpha reliability result.

4. Results

As shown in Table 1, a total of 359 questionnaires were issued. A total of 125
surveys were submitted to various organisations. Of these, 125 were given to Link-
Chris Global & Agro Resource Nigeria Limited (10 administrative staff and 115
low-cadre staff); 46 of these were returned; 54 were given to Enugu San Carlos
Farms Limited (7 administrative staff and 47 low-cadre staff); 54 were given to
Tropical Veterinary Consult Limited (5 administrative staff and 24 low-cadre
staff); 23 of these were returned. Veggie-fresh Farms Enterprise received 103 of
the returned 393 and the remaining 6 administrative staff and 97 low-cadre staff. 29
of the 48 items—7 administrative workers and 41 low-cadre staff—were returned
to San Savannah Oil Limited.
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Table 1. The Survey's Distribution and Collection

Distributed Returned No. Not
No. No. Returned

Agro-Allied Adm. Low- Adm. Low- Adm. Low-
Firms staff cadre staff cadre staff cadre

staff staff staff
Link-Chris 10 115 8 92 2 23
Global &
Agro
Resource
Nigeria
Limited
San Savannah 7 41 6 39 1 2
Oil Limited
Enugu San 7 47 4 42 3 5
Carlos Farms
Limited
Tropical 5 24 3 20 2 4
Veterinary
Consult
Limited
Veggie-fresh 6 97 5 88 1 9
Farms
Enterprise
Total 35 324 26 281 9 43
Grand Total 359 307 52

Source: Field Survey, 2024.

4.1. The Research Objective's Descriptive Statistics
To ascertain the impact of the value chain on the risk management of AAF.

Table 2 demonstrates that 8 (3%), and 25 (8%) people disagree with the
proposition, respectively.
respectively, strongly agreed or agreed that agro-insurance plans do not guarantee a
long-term farming practice. Thirty-three individuals, or eleven per cent, expressed

uncertainty.
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Among the 307 participants, Table 3 indicates that 53 (17%) and 7 (32%)
concurred that the overall economic system impacts the supply and demand of
commodities. In contrast, 34 (11%) expressed uncertainty, 77 (25%) disagreed, and
46 (15%) extremely disagreed.

Of the 307 respondents, Table 4 shows that 104 (34%) and 137 (45%) agreed
that agricultural government policies affect sales profitability, while 33 (11%)
disagreed, 8 (3%) disagreed, and 25 (8%) severely disagreed.

Table 5 demonstrates that 117 (38%) and 129 (42%) of the 307 respondents
agreed that training and orientation programmes centred on farms do not enhance
the abilities of farmers. However, a total of 15 people (5%), 22 people (7%)
severely disagreed, and 24 people (8%) disagreed.

Among the 307 participants, Table 6 indicates that 130 (42%) and 139 (45%)
concurred that crop cultivation and storage facilities are affected by climate
change. In contrast, 7 (2%), 9 (3%), and 22 (7%) expressed uncertainty,
disagreement, or strong disagreement, respectively.

Table 2. Agro-insurance policies do not guarantee a long-term farming practice.

Link- San Enugu Tropical Veggie-
Chris Savannah San Veterinary fresh

Low- Low- Low- Low- Low-
Adm. cadre] Adm. |[cadre| Adm. [cadre cadre| Adm. |cadre

Team|Team| Team |Team|Team [Team|Adm. Team|Team| Team [Team|Total|(%)

SA 4 20 4 11 2 10 2 5 2 44 1104 33.8

2 32 2 28 2 22 13 2 34 | 137 44.6
U 1 20 5 1 1 5 133107
SD 8 8 2.6
D 1 12 5 1 1 5 125 (81
Total8 92 6 39 4 42 3 20 5 88 307 (100

Source: Field Survey, 2024.
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Table 3. The general economic system affects the demand and supply of commodities

Link- San Enugu Tropical Veggie-
Chris Savannah San Veterinary fresh
Low- Low- Low- Low- Low-
Adm. cadre | Adm. cadre | Adm. cadre | Adm. cadre | Adm. cadre
Team | Team | Team Team | Team Team | Team Team | Team Team | Total | (%)
SA 12 5 7 2 10 1 5 1 10 53 17.3
A 5 20 15 1 12 1 10 3 30 7 31.6
U 10 10 2 2 10 34 11.1
SD 3 30 1 2 1 8 3 1 28 77 25.1
D 20 5 10 1 10 46 14.9
Total | 8 92 6 39 4 42 3 20 5 88 307 100
Source: Field Survey, 2024.
Table 4. Government policies on agriculture affect profitability on the sale of
commodities/goods
Link- San Enugu Tropical Veggie-
Chris Savannah San Veterinary fresh
Low Low- Low- Low- Low-
Adm. | cadre Adm. cadre | Adm. cadre Adm. cadre Adm. cadre
Team | Team Team Team Team Team Team Team Team Team | Total | (%)
SA 3 20 2 18 1 5 2 14 1 36 104 33.8
A 4 40 4 21 5 1 6 30 32 137 44.6
8] 1 12 1 10 33 10.7
SD 5 2 22 3 8 2.6
D 15 10 1 7 25 8.1
Total 8 92 6 39 4 42 3 20 5 88 307 100

Source: Field Survey, 2024.

Table 5. Farm-based training and orientation programmes do not improve farmers’ skills

Link- San Enugu Tropical \Veggie-
Chris Savannah San Veterinary)| fresh
Low- Low- Low- Low- Low-
Adm. | cadre | Adm. | cadre | Adm. | cadre | Adm. | cadre | Adm. |cadre
Team | Team | Team | Team | Team | Team | Team | Team | Team | Team |Total | (%)
SA 2 42 1 10 2 12 1 8 1 38 117]38.1
A 5 30 3 19 2 22 2 12 4 300 129/42.0
U 5 1 4 5 15| 4.9
SD 5 3 2] 12| 22| 7.2
D 1 10 1 7 2 3] 24| 7.8
Total 8 92 6 39 4 42 3 20 5 88 307 100

Source: Field Survey, 2024.
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Table 6. Climate change affects crop farming and warehousing facilities

Link- San Enugu Tropical Veggie-

Chris Savannah San Veterinary fresh

Adm. Low- Adm. Low- Adm. Low- Adm. Low- Adm. Low- | Total

Team | cadre Team cadre Team cadre Team cadre Team cadre (%)

Team Team Team Team Team
SA 6 42 2 19 3 22 1 15 2 18 130 423
A 1 30 3 15 1 20 2 4 3 60 139 45.3
U 5 2 7 2.3
SD 1 8 9 2.9
D 7 1 5 1 8 22 7.2
Total 8 92 6 39 4 42 3 20 5 88 307 100
Source:: Field Survey, 2024.
4.2.  Testing the Hypotheses

Ho: Value chain does not significantly affect risk management of Agro-allied

firms.

H,: Value chain significantly affects risk management of Agro-allied firms.

The tested hypotheses are shown in the following Tables 7-9.

Table 7. Model Summary”

R R Square Adjusted Std. The Durbin-
R Square error in the Watson
Estimate
1 0.767° 0.588 0.578 0.32795 0.241
a. Predictors: (Constant), value chain
b. Dependent Variable: risk management
Table 8. Coefficients®
Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Beta
Error
1 (Constant) 3.662 119 30.813 | .000
Value 254 032 767 7.920 | .000
chain
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Table 9. Coefficients™

95.0% Confidence
Interval for B

Lower Bound Upper
Bound
1 (Constant) 3.422 3.901
Value chain .189 318

a. Dependent Variable: risk management

R =0.767
R? =0.588

F =62.720
T =7.920
DW =0.241

Regression sum of squares =6.746
Residual sum of squares =4.732
Std. Error of the Estimate =0.32795

4.3. Interpretation

The regression sum of squares (6.746) differs from the residual sum of squares
(4.732), indicating that a larger proportion of the variance of the dependent variable
remains unexplained. R shows the degree of correlation between the independent
variable, value chain, and the dependent variable, risk management. The F
statistics, which display a significant value of (0.000), which is less than 0.05,
demonstrate that the explained variance is not random. The agricultural value chain
and increased risk management are strongly correlated, as indicated by the
correlation coefficient, which is 0.767. 58.8% of the variance in risk management
may be explained by the R square, also known as the coefficient of determination.
This illustrates the close relationship between value chain systems and risk
management. The low estimate of the anticipated error in the linear regression is
about 0.33. The autocorrelation was computed using Durbin-Watson statistics, and
the result was 0.24, which is not more than 2. Indicating a statistically significant
and overall positive correlation between risk management and the agricultural
value chain (t = 7.920; value chain = 0.588). Thus, it is necessary to invalidate the
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null hypothesis to accept the alternate hypothesis. This confirms that efficient risk
management has a significant and positive influence on the development of
effective value chain networks.

5. Discussion of Results

The study's objective, to find out how value chains affect agro-allied enterprises'
risk management, is taken into consideration when drawing the result. Regression
analysis was performed to validate the hypothesis. The results (r = 0.767; F =
62.720; t = 7.920; p = 0.05) show that the value chain of the study impacts
positively on agro-allied firms' risk management. The outcome is also supported by
extensive empirical research. For example, Sulewski and Kloczko-Gajewska's
(2014) study looked at Polish farmers' risk perception, risk aversion, and risk
management techniques. They claimed that there is a significant and strong
correlation between risk perceptions and measurements like spring frost and poor
wintering. Additionally, in the study conducted by Montalbano et al. (2015), they
suggested potential lines of inquiry for figuring out how trade and food security are
related, while also accounting for the impact of production fragmentation and the
extent to which farmers participate in various stages of global value chains. Their
analysis revealed a strong correlation between the variables—trade, food security,
decreased productivity, and a high degree of farmer participation in the value
chain. Furthermore, it was discovered that the development of the agricultural
value chain's financing and its financing for increased export competitiveness
correlated with studies on agriculture sector strategy for advancing the region's
microfinance sector conducted by Onwualu (2012) and the African Development
Bank (2013, 2009). Borges and Machado (2012) discovered a relationship between
agricultural commodity producers' perceptions and risk and its management
techniques. Farmers who own global commodity chains have a good possibility of
developing worldwide export capabilities, according to Daviron and Gibbon's
(2002) theory. Profitability and the rate at which the governance patterns in the
fresh vegetable trade are changing have been found to interact significantly in other
research as well. The agricultural practitioners in rural settlements can also profit
from a value chain strategy (Montalbano et al., 2015; Dolan & Humphrey, 2004;
Mitchell et al., 2009).
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5.1. Managerial Implications

Through the use of innovative farming practices, this study has shown from
both an academic and managerial standpoint that implementing a comprehensive
system along the value chain of agro-allied firms can have positive effects on the
economy, businesses, and stakeholders by providing opportunities for reduced risk,
higher profitability, and improved outputs. In the same vein, the management of
risk has continued to be closely monitored by administrators of the agro-allied
firms, because it is the means through which an effective value chain is ensured.
Value chain strategies are therefore efficient and effective, and when applied to all
aspects of agro-allied businesses, they help industry participants make more
informed decisions by helping them better understand the potential benefits and
complexities of changing their production and trading practices. Therefore, it can
be inferred that the agro-allied companies under investigation—Enugu San Carlos
Farms Limited, Link-Chris Global & Agro Resource Nigeria Limited, Veggie-fresh
Farms Enterprise, San Savannah Oil Limited, and Tropical Veterinary Consult
Limited—have all continued to expand in all domains, such as the adoption of
agro-insurance policies, longer-term farming practices, overall economic
wellbeing, facilitating the prompt delivery of customer demands, improved
knowledge of governmental policies regarding agriculture, farm-based training and
orientation programmes that have enhanced farming skills, and an awareness of
how crop farming and warehousing facilities are impacted by climate change.

6. Conclusion and Policy Recommendations

For agro-allied businesses, the ability to establish a reliable and objective value
chain is essential to their ability to remain effective in agricultural risk
management, which allows farmers to safeguard or insure their resources, key
competencies, and output. Because of this, the industry's capacity to leverage the
skills and output of its practitioners is crucial to its viability, innovation, and
engagement. Value chain system development has been shown to improve farmers'
and stakeholders' long-term farming practices. The investigation's findings indicate
that the risk management practices of the Ago-allied companies were optimised in
terms of implementation and execution, which significantly improved the value
chain systems and increased overall productivity. Based on results from tested
hypotheses, this conclusion was drawn from respondents who indicated that they
agreed or strongly agreed with the survey. The relationship between value chain
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improvement and risk management for agro-allied firms in Enugu State, Nigeria, is
the primary emphasis of this study. The empirical contribution and structure of this
study, which supports the connection between risk management and the value
chain of agro-allied enterprises, make it topical, particularly in light of the current
4]R. The aforementioned statement aligns with the recent advocacy for empiricism
and the continuous scarcity of academic literature about the study’s construct
variables (risk management and value chain), the sector scope (agro-allied
enterprises), and the area scope (Enugu State, Nigeria). Therefore, this study
suggests as a recommendation for a policy that agro-allied businesses should
implement and maintain agro-insurance policies, set up platforms to support long-
term farming cultures, expedite the delivery of customer demands, comprehend the
climate change’s effects on crop farming and warehousing facilities, and so on.
These actions affect risk management and value chain networks. Giving
stakeholders in general and agro-allied businesses in particular insight into
proactively preparing for either new or known risks related to their operational
environment.

6.1. Limitation of the Study and Future Research Perspectives

A drawback to this investigation is the unpredictability of the value chain being
investigated in a combined measure of risk management. An influential construct
that could have been quantified and combined would have been the strategies in the
value chain. Furthermore, taking into account the study's industry focus—agro-
allied firms—provides an additional constraint, highlighting the study's focus and
importance in the context of the fourth industrial revolution. According to how
well their job descriptions complemented automated technology—which has been
shown to increase workplace and individual productivity—industries including
manufacturing and healthcare may have been investigated. Thus, research on risk
management's mediating function and how it affects value chain strategies ought to
be conducted in the future. As the industrial and healthcare industries are included
in the industry's purview, the 4IR is also changing how these sectors conduct
business.
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Abstract

The study examined work schedule flexibility and employee’s retention
using academic staff of Ogun State Institute of Technology, Igbesa as a focus.
The research population was 136, and the sample size was 102 staff of the
total population which consisted of both senior and junior staff. Multistage
sampling technique was adopted in this study; which was stratified and simple
random sampling techniques. A total of 102 copies of the questionnaire were
administered while a total of 98 copies of the questionnaire were received
from respondents and 95 copies were valid for data analysis. The 10-items
measuring instruments were tested using test-retest reliability by administering
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the test once and then administering the same test again three weeks after the
first administration. The hypothesis formulated for the study was analysed
using Pearson Correlation Analysis. The findings revealed that there was a
significant positive relationship between work schedule flexibility and
employee’s retention (r —statistics 0.317), P — values (0.002). The study
recommended that managers should create an enabling environment for work
schedule flexibility so as to retain their employee for the development of the
organisation.

Keywords: Employee’s Engagement, Employee’s Retention, Work
Flexibility, Work Life, Work Schedule.

JEL Classification: M10, M19

Introduction

The concept of work flexibility and its relationship with employee’s
engagement to work has its root in 1947 in England, when Fernandez-Rios
discovered that employee’s engagement to work were on the decline as workers
were leaving before the closure of work, absenteeism were on the increase as a
result of work and life imbalance. His attempt to strike a balance between work-life
balance and issue of employee’s engagement to work led to the introduction of
work flexibility. The introduction of work flexibility in organisations offered
different work arrangement flexibility strategies like flexi-hours, part-time working
options, and compressed work period which allowed the workers to attend to their
family issues and perform their jobs effectively within the allotted time frame
(Berlin & Kerl, 2017).

In consonance with the social and economic changes of the world; such as
COVID-19 pandemic, this also translated, into changes in different organisations as
well. The work flexibility is as a result of consequence of globalization, which
represents the general connection and movement of people, goods, services and
information around the world. Due to globalization, the social context of business
is changing, which lead to transformation of work and management. Moreover,
different labour becomes rigid to meet up with unfolding situations and new
interaction between employers of labour and employees, which resulted into
reduction of employee’s right and worsening of their position. Work flexibility
therefore become necessary giving the changes in the nature of labour relations and
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globalization effects that lead to the abandonment of the labour law standard,
paving the way for flexible forms of work (Sladjana & Sanja, 2021). Tapas and
Regina (2021) opined that organisation’s practices, including non-standard work
arrangements, flexible schedules, and the use of technology and automation, are
going through substantial changes globally. In addition to this, the demographic,
technological, and economic changes that have been molding the ways work is
organized seem more pronounced than immediate past.

Noorliza and Muhammad Hasmi (2019) stressed the changing nature of
organisation and the quest for operational excellence had made businesses to yearn
for superior skills, enhanced efficiency and improved work-related-attitude
necessary for achieving competitive advantage in the industry. Fowler (2018)
concurred that, the difficulties in striking a balance between work requirements and
meeting family responsibilities made most organizations to adopt work flexibility
as an organisation strategy in addressing work—life balance.

Competitive nature of work settings and the need to achieve competitive
advantage in the industry had made organisations to consistently design ways of
enhancing employee’s engagement through product quality that meet customer’s
need. This concern, however, made the management to reconfigure their
production management techniques through the procurement of additional module
in operations as addendum to work stations, assembly lines etc., without
recruitment of additional staff to fill the new positions, as a result of this, the
workers are over-loaded with tasks, and most of them work through-out the night,
thereby creating problems of work-life imbalance. The flexi-time work
arrangements that ought to have provided adequate time-framework for the
workers to have work-life balance is questioned, since the workers are over-loaded
with work and most times, work through-out the night with little or no attention to
their family needs, personal upkeep etc. This situation may be affecting employee’s
engagement, but the extent to which it has affected their engagement is yet to be
established (Chinedu & Amadi, 2018).

In the view of Barredo and Mahon (2007), working for a long period of time
with a computer, especially at home, is associated with a sedentary lifestyle, static
and constraining posture, repetitive movements and extreme positions of the
forearm and wrist; which can be viewed as the side effects of work flexibility.
Work life imbalances and work related stress among employees of different
organisations have been discussed in different academic journals. Therefore, work
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flexibility can be used as a panacea to the employee’s work related stress and
employee’s work-life imbalances.

Moreover, Ogun State Institute of Technology, Igbesa was chosen as a case
study, because of her adoption of teleworking modality during the COVID-19
pandemic where majority of the semester lectures during that period were done
through technological means, which eventually won her an academic award, as
showed by (www.nigeriannewsdirect.com). The teleworking policy and the work
schedule flexibility of the organisation eventually contributed to such award. In
view of this, the study is informed to examine the relationship of work schedule
flexibility and employee’s retention among Academic Staff of Ogun State Institute
of Technology.

The following research question was formulated for the study:

i. Is there any positive relationship between work schedule flexibility and
employee’s retention among Academic Staff of Ogun State Institute of
Technology?

In order to test the above relationship between the variables, the following

hypothesis was formulated for the study:

HO,: Work schedule flexibility does not have any positive relationship with
employee’s retention among Academic Staff of Ogun State Institute of
Technology.

Literature Review

Conceptual Review

Work Flexibility

In the opinion of Vivien, Kalu and Victor (2021), work flexibility is an
organisation offered assistances that allowed employee; some certain level of
control over when and where work is done outside the standard working days.
Similarly, it was also concurred that work flexibility is any one of a range of work
conditions that varies the time and place where work is performed on a routine
basis.

In the view of Jung and Yoon (2021) work flexibility is an opportunity for
employees to make choices that influence when, where, and for how long they
participate in work-related tasks. It also refers to the extent to which employees can
select and adjust key aspects of their work lives. When employees are granted the
opportunity to use flexibility, they can secure more resources and better control
their tasks to achieve work-related goals.
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Justin (2021) opined that work flexibility can be viewed from two different
perspectives. These are organisational perspective and employee perspective. The
organisational perspective is the degree to which an organisation incorporates
flexibility to adapt to change. An example of this would be supplementing a
workforce with temporary contingent workers or the practice of just-in-time
production. Comparatively, the employee perspective addresses the degree to
which a worker can choose when, where, and for how long work is done.

Work flexibility become inevitable given the changes in the nature of labor
relations, considering the effect of globalization that lead to the abandonment of
the labor law standard, in the form of regular full employment status, paving the
way for flexible forms of work that are manifested during regular full employment
and contractual employment, as well as through new forms of work such as
telework and work at home, with new forms of work platform through ICT
technology (Sladjana & Sanja, 2021).

Work Schedule Flexibility

Work schedule flexibility is the capacity of employers to effect changes on
where, when and the aggregate period employees can engage or spend in
performing work-related task. This definition suggests that work schedule
flexibility provides the management with schedule arrangement paradigm as
human resource strategy which is used to motivate, attract and retain their skilled
and experienced employees (Nwekpa, Offor & Ezezue, 2020).

Pruchno, Litchfield and Fried (2017) viewed work schedule flexibility as a win-
win situation for both the organisation and the workers in which the workers are
allowed to control their time of work within the time-frame. Work schedule
flexibility is the mutual meritorious relationship between employer and employee
so as to improve employee’s engagement towards organisational objectives and
goals.

Employee’s Retention
Ghani et al., (2022) perceived retention as a systematic effort to create and
improve an environment that continues to encourage employee to work while
implementing policies and practices, such as work schedule flexibility that suit
their diverse needs. Employee’s retention is the process of retaining employees, or
encouraging them to stay with the company for as long as possible. Employee’s
retention is a method by which companies maintain an efficient workforce and
meet operational requirements.
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Elsafty and Oraby (2022) asserted that employee retention strategies are one of
the most important factors needed to maintain experienced employees, so as to
ensure that knowledge and expertise do not migrate from the organisation, which
will lead to reduction in cost of recruitment and training new employees. The major
problem from uncontrolled employee retention within the organisation are the high
turnover rates and losses, as employees move to an organisation’s competitors with
their experience and skills gained in the old organisation.

Work Schedule Flexibility and Employee’s Retention

Retention of employee is the task of keeping employee as key experts within the
organisation, while retention of employee can also be carried out to find solutions
to reduce turnover and to increase staff comfort in an organisation. Employee
should also be able and allowed to adapt to the flexible work arrangement within
the organisation (Basnyat & Clarence Lao, 2019).

Due to a lack of the required workplace culture, the employee looks forward to
new opportunities. The employee needs to have a liking for the culture linked to
the organisation. The employee requires a constant learning environment; need to
upgrade their academic and other types of qualifications. The work-life balance
comprises employee well-being, free holidays, changes in the working schedule
and flexible hours that the company may offer (Ushakov & Shatila, 2021).

HO,: Work schedule flexibility is not having any positive relationship with

employee’s retention among Academic Staff of Ogun State Institute of
Technology.

Empirical Review

Vivien et al., (2021) examined workplace flexibility and performance of
medical employees, using teaching hospitals in North-Central, Nigeria as a study.
The study adopted survey research design, while the sample size consisted of 373
medical employees drawn from six teaching hospitals in the North- Central. The
data was analysed using Regression statistical tools. The study found out that
workplace flexibility significantly influences the performance of medical
employees. The result of this study cannot be generalized in the other sectors in
Nigeria.

Nwekpa et al., (2020) investigated the extent of relationship between work
schedule flexibility and employee’s commitment of Nigerian Breweries in Ama,
Local Government Area of Enugu state in Nigeria. The study adopted survey
research design, and the sample size was 286 employee of the organisation. The
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study found out a significant and positive relationship between flexi-time and
affective commitment, it also found out that, there was a significant relationship
between compressed work week and normative commitment among the employee.
The findings of this study cannot be generalized in service oriented sectors of
Nigeria.

Fernando and Nishanthi (2021) investigated the impact of total reward
perceptions on employee’s retention with the mediating effect of work engagement
of executive-level employees in the Sri Lankan insurance industry. The sample size
consisted of 196 executive-level employees working in three general insurance
companies. Regression analysis was used to test the effects that existed between
the variables. The study revealed that, there was a significant effect of total reward
perceptions and work engagement on employee’s retention. The result of the study
cannot be generalized in insurance industries of developing countries, where there
is high labour turn-over.

Amushila and Bussin (2021) investigated the effect of talent management
practices on employee’s retention among the middle-level administration staff of
Namibia University of Science and Technology. The study adopted qualitative
research design. The target population consisted of 39 staff of the middle
administrative level. The study found out that there was a relationship between
talent management and employee retention. The result of the study cannot be
generalized in other universities in Africa, because it was a qualitative research
carried out with the aid of interview.

Theoretical Background

Research Methods

The study was carried out using survey research design. The population
consisted of 136 Academic staff of Ogun State Institute of Technology, Igbesa,
Ogun State, Nigeria. This study focused on the population of the entire Academic
staff of the organisation. According to Registry Unit of the organisation (2021),
the total population of Academic staff was 136. The breakdown of the staff is
shown in table 1. The population consisted of 136 Academic staff, which consisted
of senior staff and junior staff category. The senior staff category included; senior
lecturers, principal lecturers and chief lecturers’ cadre. While the junior staff
category included; technologists, assistant lecturers, lecturers ranging from lecturer
one to lecturer three.
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Table 1: Distribution of Academic Staff of Ogun State Institute
of Technology Igbesa, Ogun State

Staff level Frequency Percentage

Senior Staff 34 25

Junior Staff 102 75
Total 136 100

Source: Field survey, 2024

In order to get the appropriate sample size, the researcher employed the Taro
Yamane (1967) Sample Size determination formula. Sample size selected was 102
respondents, which is shown as follows:

j— B"
N T NG
Where: n = Sample size, N = Total population, ¢ = Error Margin (0.5%),

_ 136 n= 136 n= 136 n
1+136(0.05)2, 14-136(0.0025), 1.34,

102

Moreover, due to the fact that the population consisted of different categories of
group of staff, the study adopted multistage sampling techniques (stratified and
simple random sampling techniques).

Having gotten the sample size through Taro Yamane as shown in previous page,
the study further adopted the following formula so as to determine each group

sample size:

CN i3
cn =4 Xl

Where: cn = Estimated participant per allocation per  each segment,
CN = Population per each segment, N = Total population of the study,
n = sample size of the study

cn = CN/N xn/1

Where: cn = Estimated participant per allocation per each segment,

CN = Population per each segment, N = Total population of the study,
n = sample size of the study
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Senior Staff

n——x » n——XIOZ» < cn=26

Therefore, senior staff sample of the study is 26

Junior Staff

cn=—>< »cnszIM» ve cn=76

Therefore, junior staff sample of the study is 76

Thus, from the above analysis, 26 respondents were selected from the senior
staff categories, while a total of 76 respondents were selected from the junior staff
category, which were 102 in total, which is in accordance with the sample size
figure realized through Taro Yamane sampling size determination formula.

Questionnaire Administration
Data collection was done using questionnaire administration. Moreover, 102
copies of questionnaire were distributed, while 98 copies were retrieved and 95
copies were valid for usage. The questionnaire was divided into two sections.
Section A solicited for information on respondent’s bio-data, while section B
focused on work flexibility and employee’s engagement among Academic staff of
Ogun State Institute of Technology with six (6) point Likert -type rating scale for
measuring data. The items had six-point scale of strongly agree, agree, partially
agree, partially disagree, disagree and strongly disagree with corresponding value
of 6, 5, 4, 3, 2 and 1 respectively. The instrument for data collection was 10 items
questionnaires which were adapted. Instruments on work schedule flexibility made
up of 5 items was adapted from Majella (2014), while instruments on employee’s
retention made up of 5 items was adapted from Kyndt, Dochy, Michielsen and
Moeyaert (2009). This study adopted test-retest reliability survey, which was
administered to the respondents twice between two to three weeks interval in order
to determine reliability of the measuring instruments, and coefficient of the tes-
retest value was 0.71.
The instrument was validated by an expert in the Department of Business
Administration, Lagos State University. For the purpose of this study, the face and
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content validity of the instrument was carried out by presenting a copy of the
intended instrument to some experts before the actual administration. Moreover,
Cronbach Alpha coefficient test was used to determine the mean reliability
coefficient, with the aid of Statistical Package for Social Science (SPSS), version
25, the Cronbach Alpha test result for the instruments is shown in table 3.2, which
is 0.723 and it implied that it is an acceptable value based on some schorlars views,
who opined that any value above 0.7 is an acceptable reliability statistics.In this
section (or set of sections, as the case might be) the author shall present and
support the results he/she intends to communicate by means of the paper.

Table 2 Reliability Statistics
Reliability Statistics

Cronbach's N of
Alpha Items
723 10

Source: SPSS version 25

Analysis of Demographic Information of Respondents

Personal information of the respondents were analysed in this section and they
contain information on the gender, age, marital status, educational qualification and
working experience. The analysis of the demographic was done using percentages.
This is shown in table 3

Table 3. Demographic Information

Frequency | Percentage (%)
Gender Male 52 54.74
Female 43 45.26
Marital Status Single 23 24.21
Married 70 73.68
Divorced 2 2.11
Age 0-30 years 16 16.84
31-50 years 69 72.63
51 years above 10 10.53
Educational HND/B.Sc/B.Ed 23 24.21
Qualification
PGDE/M.Sc/M.Ed 71 74.74
Others 1 1.05
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Frequency | Percentage (%)
Working Experience | 0-5 years 28 29.48
6-10 years 18 18.94
11-15 years 30 31.58
16 years above 19 20

Source: Field survey, 2024

From the demographic information table, 54.74% of the respondents were males
while 45.26% of the respondents were females, hence majority of the respondents
were male. Also, 73.68% of the staff were married, while 24.21% were single and
2.11% were divorced, therefore majority of the respondents were married. In
analysing the age of the respondents, 16.84% falls within the age range of 0-30
years, while 72.63% falls between 31-50 years and 10.53% falls above 51 years. In
analyzing the level of education, 24.21% of the respondents were HND/ B.Sc/B.Ed
holders, while 74.74% were PGDE/ M.Sc/ M.Ed holders, while others were 1.05%.
Hence, there is high literacy rate among the respondents. As regards the working
experience, 29.48% of the staff had less than 5 years working experience, 18.94%
falls between 6-10 years working experience, 31.58% ranged between 11-15 years
and 20% falls between 16 years and above.

Test Of Hypotheses
Hypothesis One

Work schedule flexibility is not having any positive relationship with employee’s
retention among Academic Staff of Ogun State Institute of Technology

Table: 4.: Correlation Result of Hypothesis One

Correlations
Work Schedule Employee’s
Flexibility Retention

Work Pearson Correlation 1 317"
Schedule Sig. (2-tailed) .002
Flexibility N 95 95
Employee’s Pearson Correlation 3177 1
Retention Sig. (2-tailed) .002

N 95 95
**_Correlation is significant at the 0.01 level (2-tailed).

Source: Authour’s computation 2024
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The correlation analysis of table 4.1 showed the strength and direction of
relationship between work schedule flexibility and employee’s retention. From
table 4.1, the Pearson correlation coefficient between work schedule flexibility and
employee’s retention was 0.317, it showed a positive relationship between the two
variables and it indicated the impact of work schedule flexibility on employee’s
retention. Therefore, the null hypothesis was rejected while the alternative
hypothesis was accepted. In view of this, there was a significant positive
relationship between work schedule flexibility and employee’s retention.

Discussion of Results

The result of the hypothesis revealed that, there was a significant positive
relationship between work schedule flexibility and employee’s retention, which is
in tandem with the findings of Nwekpa et al., (2020) who investigated the extent of
relationship between work schedule flexibility and employee’s commitment, they
found out that there was a significant positive relationship between work schedule
flexibility and employee’s commitment.

Conclusions

The study concluded that there was a significant positive relationship between
work schedule flexibility and employees’ retention. It was also concluded that
organisation should create an enabling environment for work schedule flexibility so
that employee can be committed to their works so as to enhance employee’s
retention behavior towards the organisation. The study also concluded that
managers should pay attention to work schedule flexibility, as it can serve as a
solution to work-life imbalances.

Limitations and Suggestion for Further Studies

Every research has several limitations associated with it. As a result of this,

some limitations were identified in course of the research.

i. The study examined work flexibility among the academic staff of higher
institutions, further studies can be carried out which can be extended to the
non-academic staff of higher institutions.

ii. There was a problem of measurement of flexibility as regards location
flexibility; there was problem in defining the specific location of where work
was actually carried out.

iii. Future study should conceptualize boundaries of teleworking and home
working.
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Appendix

Department of Business Administration,

Faculty of Management Sciences,

Lagos State University,

Ojo,

Lagos State.
Dear Respondent,

Questionnaire

I am a researcher from the above named institution conducting research on “Work
Schedule Flexibility and Employee’s Retention”. Your assistance in completing
this questionnaire is highly solicited.
I promise that the information realized will be treated with utmost confidence and
used only for academic purpose.
Thanks in anticipation of your coo peration.

Yours faithfully,

Researcher

Part A

Instruction: Please indicate appropriate information with (V)
1.Sex: Male[ ] Female [ ]

2. Marital Status: Married [ ] Single[ ] Divorced [ ][widow|[ ]
3. Age of Respondent: Below 30 years [ ]31-50 years[ ]51 years and above [ ]
4. Educational qualification. OND/NCE [ ] HND/B.Ed./B.Sc.[ ]
+PGDE/ M.Sc./M.Ed.[ ] others (please specify) ..................
5. Working Experience: 5 years and below [ ]6-10years|[ ]11-15years|[ ]
16 years and above [ ]

Section B

Note SA= Strongly Agree
A = Agree
PA = Partially Agree
PD = Partially Disagree
D = Disagree
SD = Strongly Disagree
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QUESTIONNAIRE

Work Schedule Flexibility SA|A|PA|PD |D|SD

1. | Flexible work arrangements helps employee
to balance life commitment

2. | Flexible schedule enhances time utilization

3. | Work schedule flexibility makes employee
focus more on the job

4. | Employee using flexible work plans often
miss important work event.

5. | People wusing flexible work arrangement
usually have less commitment to their work
role

Employee’s Retention SA|A|PA|PD |D|SD

6. | Working within an organisation that allow
flexible work option gives employee
satisfaction

7. | Employee loves working for an organisation
that implement flexible work plans

8. | Employee tends to be loyal to an organisation
as result of its flexible work policies

9. | A worker can recommend an organisation that
has flexible work arrangements to a friend

10. | An employee can commit his or her future to
an organisation that have flexible work
arrangements
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Abstract: ASUU Strikes pose challenge to Nigeria’s educational sector. In
view of this, the study aimed to determine the relationship between ASUU
strike and mental health of Business Administration students in Nnamdi
Azikiwe University, Awka, Anambra State. A survey research design was
adopted, and convenience sampling technique was utilized. Through
questionnaire, data were collected from 237 participants. Data on personal
information of participants were presented and quantified using frequency
tables and arithmetic mean. Hypotheses were tested using Pearson Product
Moment Correlation Coefficient. Findings revealed significant relationship
between ASUU Strike and Mental Health of Business Administration students
in Nnamdi Azikiwe University, Awka. Specifically, a moderate positive
relationship was found to exist between institutional underfunding and
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Students’ academic performance. Additionally, Lecturers remuneration
strongly correlated with students financial stress. The study recommended the
presence of adequate institutional funding through increased governmental
funding, or through philanthropic donations, and partnerships with industry
and Alumni. The study further recommends a systematic process of financial
assessment and strategic planning within the university through conducting a
review of institutional financial health, identifying potential areas of
improvement and developing achievement strategies.

Keywords: ASUU, Academic Performance, Financial Stress, Institutional
Underfunding.

JEL Classification: H52, H75, L16, J5, J51

Introduction

Strikes by the Academic Staff Union of Universities (ASUU) have become
constant in Nigeria's academic system, where academic programs are delayed, thus
interfering with students' life. ASUU has gone on strike over a number of problems
concerning the well-being of its members and the non-implementation of
agreements agreed with the Federal Government. Deborah (2022) reveals that
ASUU strike in Nigeria has become a period when academic activities are stalled
in public University where academic staff go on strike because of governmental
failure to honor reached agreement. In effect, courses slated for four, five, and six
years extend beyond normal, thereby forcing students to stay longer than
anticipated (Ewa & Eze, 2023). Due to these frequent strikes, Chukwudi and Idowu
(2021) found that Nigeria’s development agenda is threatened because of poor
graduates that are produced from the country’s Ivory Towers. Also, these incessant
strikes and University closure leading cause of students' examination malpractice,
corruption and other social vices in the society (Nwagbala, Okafor & Ani, 2023).
Mental health of University students as a result of ASUU strikes is an under-
researched area. Though the strikes effect on students’ grades have been well-
documented, the toll it takes on their emotional well-being is less frequently
considered. The purpose of this research is to determine if and how the ASUU
strike affects students’ emotional well-being. Anxiety, sadness, and other mental
health problems are common among college students, and the ASUU strike just
makes matters complicated. Strike-related financial stress can exacerbate mental
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health problems, which disproportionately impacts students from low-income
households. These students rely on scholarships, grants, and part-time jobs to fund
their education. The strike disrupts their sources of income, leading to financial
stress, which contributes to mental health issues (Liu et al., 2021). Also,
overloading students due to an extended academic calendar due to strike is another
potential outcome. This situation leads to anxiety, depression, and even burnout
(Chowdhury, 2020). Moreover, the ASUU strike can also lead to social isolation
for students. Students’ mental health may be negatively impacted by isolation
caused by the strike among students that are not societally engaged. To prevent the
ASUU strike from having a negative effect on students’ mental health, it is crucial
to take action. Many studies have looked at how the ASUU strike affected students,
with a focus on how it affected their emotional well-being. ASUU strikes have
resulted in students passing through anxiety, depression, and becoming
unmotivated towards academic activities (Adeoye & Adebiyi, 2016); thus
complaining of aimless feelings towards life goals. Studies recalled that students
who were emotionally strong through societal engagements show more resilience
in the face of strikes adverse effect (Agada & Oseni,2019). Consequently,
Olowomofe and Ikusika (2020) report that during strike actions, drug use and abuse
becomes prevalent among unengaged students; thus, long-term school absenteeism
was also linked to frequent drug misuse in the research. As a result, the ASUU strike
has had a major negative impact on the emotional well-being of Nigerian college
students. The extended academic calendar resulting from the strike leads to
compressed academic activities, including exams, assignments, and projects.

To this end, this study aims to assess the impact if any, that industrial actions
such as ASUU strikes pose on the mental health of Business Administration
students, in Nnamdi Azikiwe University, Awka. Specifically, the study seeks to:

1. ascertain the impact of institutional underfunding on students’ academic
performance in Nnamdi Azikiwe University, Awka, Anambra State.

2. to examine the correlation between lecturers’ remuneration and students'
financial stress in Nnamdi Azikiwe University, Awka, Anambra State.

Literature Review and Hypotheses Development

ASUU Strike

The frequent strike action by the Academic Staff Union of Universities (ASUU)
in Nigeria has remained disturbing and worrisome. There was hardly any academic
session that ASUU did not make strike utterances or embarked on strike (Omeje, &
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Ogbu, 2019); via withdrawal of services which served as means of expressing
grievances against government failure to implement and honour agreements with
the union (Adeyanju et al., 2018). However, what seemed to be the first ASUU
strike in Nigeria was observed in 1988 with the major reason of pursuing fair
wages and University autonomy. Since then till date, Academic Staff Union of
Universities had embarked on strike actions of different durations (Egbegi &
Theriohanma,2018) with the reasons that were not unconnected to adequate
funding, provision of sufficient teaching and learning facilities and equipment,
University autonomy and implementation of the provisions of 2014 Pension
Reform Act and the introduction of the University Transparency Accountability
Solution (UTAS) as against the imposed Integrated Personnel Payroll Information
System (IPPIS) by the Federal Government among others (Akah, 2018; Ejike,
2015). Despite these reasons for embarking on strike, Nigerian Universities had
continued to show adverse effects on the academic activities of public University
students in Nigeria. ASUU strike disrupted academic teaching and learning,
prolonged the study period and de-motivated students which may have hampered
academic activities (Wojuade,2019). As guide, academic activities refer to actions
that have a strictly academic focus. Therefore, academic activities of public
University students include class assignments, homework assignments, projects
and reports, teamwork, debates, role playing, group discussions, presentations,
quizzes, tests and exams (Kapur, 2021). In view of the incessant strike by ASUU,
the issue of qualitative education and high educational standard are hardly
obtainable in the Nigerian University system (Kawugana, 2016). ASUU Strike is
an organized cessation or slowdown of work by University lecturers to force
acceptance of their demands by the Federal Government (Omeje & Ogbu, 2019).
ASUU Strike refers to academic Staff union of Universities industrial actions or
academic refusal to work for inadequate services or poor condition of service
(Etodike, 2020). In the education sector, industrial actions by academic staff can
lead to disruptions in academic teaching and learning, prolonged study period,
students’ examination malpractice and other social ill. ASUU uses strike as a
means to enforce the government to respect the demands of the union. ASUU strike
has made some positive impacts on the educational system and has had negative
effects on the academic activities of public University students in Nigeria.
Academic Activities refers to effective actions prevalent in educational institutions
of all levels that promote students learning and facilitates the achievement of
academic goals (Kapur,2021).
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Institutional underfunding

One of the major causes of ASUU strike in Nigerian Universities is inadequate
funding of public higher institutions (Shimawua, 2020). The agreement that
Federal Government had with ASUU which was signed in 2009 provided for
adequate funding of Universities and conditions of service for University lecturers,
University autonomy, academic freedom and issues that required legislation before
implementation. Thus, ASUU’s agitations and actions over the years appeared to
emphasis more on funding of Universities and renegotiation of the 2009
FGN/ASUU agreement (Lagi, 2020). Particularly, the ASUU strike of 2020 and
that of February, 7, 2019 bothered on revitalization fund for public Universities
(Muhammad, 2020). The non-release of the revitalization fund as agreed in the
2013 Memorandum of Understanding (MoU) and refusal to renegotiate the 2009
agreement and insufficient teaching facilities were some of the factors that
propelled the ASUU strike (Shimawua & Onuka 2020 & Ejike, 2015).
Consequently, ASUU declared indefinite strike to get government on board in
addressing matters of revitalization fund for Universities (Ogunyemi, 2020).
Importantly, all over the world, public Universities are expected to be initially and
adequately funded by the government that established them. The Federal
Government of Nigeria allocates 7% or 8% of her annual budget to the education
sector when the minimum percentage recommended by the United National
Educational, Scientific and Cultural Organization is 26% (Kammy, 2020). At the
current rate of funding in Nigerian Universities, strike may seem the only way to
vent frustration.

Lecturer Remuneration

Another major cause of ASUU strike is nonpayment of financial entitlements of
academic staff by Government (Yusuf, 2017). However, the 2019 and 2020 strikes
embarked upon by ASUU were mainly due to government’s negligence in paying
arrears of Earned Academic Allowances (EAA) (Akinwole, 2020; & Lagi, 2020).
Even more still, the same strike was still embarked on by ASUU in 2022 which
mainly hooves on remuneration given current economic condition. Other areas of
negligence to the needs of the academic staff include delay in the payment of
outstanding academic allowances, salaries, non-remittance of third-party
deductions from the workers’ salaries, visitation panel reports, provision of
teaching facilities, constitution of visitation panel to Federal universities as well as
delay in honoring other agreements reached with the Academic Staff Unions of
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Universities (Badekale, Ngige & Hammanjada, 2016). Mnyani, Onajaefe and
Ukpere (2023) discovered a strong and significant correlation between work
motivation and job satisfaction among the administrative staff in a selected
university in cape Town South Africa. It therefore means that employee job
satisfaction is determined by these key factors; attractive remuneration, good
working condition, and relationship with superior and subordinates.

Academic performance

Student’s academic performance and graduation rates have been the area of
interest for higher education institutions. Investigation of factors related to the
academic performance of University students become a topic of growing interest in
higher educational circle. Many recent studies were carried out to explore factors
affecting University student’s academic performance. Hanson (2000) reported that
Student performance is affected by different factors such as learning abilities,
gender and race. Simmons, et al. (2005) avers that family income level, attending
full time, receiving grant aid and completing advanced level classes in high school
having statistically significant effects on college persistence among first generation
college students. Garton, et al. (2000) carried out a study with freshmen college
students to evaluate the efficiency of students’ learning style and other University
admission variable in predicting student academic performance and retention. Act
composite score, high school class rank, high school core GPA, and learning style
were used as predictors. Results showed that core GPA and Act score were best
predictors for predicting academic performance of first year of college. Mckenzie
and Schweitzer (2001) conducted a prospective study to explore the psychosocial,
cognitive, and demographic predictors of academic performance of first year
Australian university students. Results demonstrate that previous academic
performance was identified most significant predictors of university performance.
Integration into university, self-efficacy, and employment responsibilities were also
predictors of University academic performance. Hijazi and Naqvi (2006) conducted
a study to find out the factors which affecting college students’ performance. They
conclude that attitude towards attendance to classes, time allocation for studies,
parents level of income, mother’s age and mother’s education were main factors
that affect performance of students of private colleges.

Students’ home environment plays a great role towards academic performance.
In the view of Ajila and Olutola (2007), the state of the home affects the individual
since the parents are the first socializing agents in an individual’s life. This is
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because the family background and context of a child affect his reaction to life
situations and his level of academic performance. Emmanuella (2022) reveals that
the overall academic performance of students in Benue State University, Makurdi,
Nigeria dropped due to strike actions which adversely affected their reading habit.
Also, in similar study, Abanobi et al. (2022) report that academic performance of
students in tertiary institutions in Delta state Nigeria was affected by the instability
in governmental policies where welfare and remuneration package of the staff of
academic institutions are not carefully considered.

Financial Stress

Student life is the most vibrant phase in an individual’s life with experiences
that they can cherish and enjoy. The various academic, cultural and co-curricular
activities nurture students and prepare them for the challenges of adulthood.
Viewing this scenario from a deeper perspective, one can understand the
predicament of college students in their daily life. The entire idea of an exciting
college life is rife with concerns which, in turn, contribute to stress. If these are not
dealt with, they may escalate and disrupt their academic performance and their
emotional and social well-being. Over the last few decades, financing higher
education has changed dramatically. This could be owing to various factors arising
from numerous elements ranging from cost of education, curriculum and
workloads combined with economic deprivation.

Factors that trigger stress affecting like academics, social, emotional and
financial has an impact on the academic achievements of a college student. Poor
academic performance of students can be a consequence of poor time management,
economic hardships, lack of sleep and societal engagements. Various studies
indicate that stressors like social, emotional and financial conditions at large, affect
the academic performance of students although academics is a stressor all by itself.
Studies done in a diverse set of countries show that the returns on college education
have been increasing compared to the primary education. The governments are
trying to boost higher education by providing various loan schemes and making it
available by various financial institutions. Education loan is an effective tool for
financing graduation and post-graduation. National Sample Survey (NSS) data
shows that participation in higher education has been diverted in favour of
consumption expenditure. Well drafted loans make educational loans affordable
and accessible to the common man. Financial inclusion by means of education
loans help in financial upliftment by getting returns out of higher education. The
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college students’ stressors include internal and external pressures exerted by the
environment to thrive and success, economic hardships, worries about future,
societal problems and opportunities. The average student is financially vulnerable
as they typically have few assets and partly incomes. Studies have demonstrated
that students have little financial knowledge. Consequently, it is not surprising that
financial stress is the leading stressor among college students. Abreedy (2015)
observed that being financially literate would mean that an individual would
benefit from a palette of abilities and attitudes such as a comprehension of money
management concept, knowledge of financial institutions and attitudes which
enable effective and responsible management of financial affairs. (Guan, 2015)
opines that college students with financial difficulties are those whose families can
hardly afford high tuition fees in Universities, and should be supported by modern
funding system. Dobria (2016) found that college students frequently cite financial
difficulties among the top reasons for dropping out from school. From a financial
standpoint, student attrition can be contextualized in terms of personal
circumstances and beliefs. Keenamer (2010) observed that the most obvious cause
of financial stressor is the cost of attending college and most students rely on
substantial loans to cover their tuitions fees. He further established that student
financial aid acts as a retention tool, it may in fact serve low income college
students whose access is more vitally important than for choice. Valadez (2012) in
their study implied that tuition fees increases significantly affects low income
students compared to those not of low income background. This poses another
issue for low income borrowers as they now find high debt amounts discouraging,
or as a barrier, to pursue a college degree (Joo So-Hyun et al, 2008). Ehlinger
(2008) found that financial stress creates adverse health issues. Financial stress or
worries if not controlled can lead to students’ depression. Depression is a huge
critical psychological concern worldwide because of high prevalence rates, the
chronic nature of the condition and difficult treatment and recovery (Carrillo, et.al,
2012). University students face numerous difficulties including independent living,
academic stress, peer pressure as well as family problems and this predispose them
to depression (Shamsuddin et.al, 2013). This emotional and mental stresses can
influence them to high risk behaviors’ such as increased levels of smoking,
increased alcohol and drug consumption, increased self-injurious behaviours
(Serras et. al, 2010). When students spend seven months at home, some looking
forward to graduation having finished their examinations, and waiting for their
results, they can be predisposed to mental illness if they are at risk. The ASUU
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strike has significant impact on both the students and the lecturers. For the
students, depending on their expectations or plans, seven months’ delay will surely
lead to stress as the expectations are dashed. The higher the expectation, the bigger
the frustration and the higher the stress; similarly, with lecturers, lack of salary,
delayed promotion, inability to conclude a programme, school fees of the children,
etc. also create stress in them.

Hypotheses Development
To Critically guide this study, hypotheses were developed. Emanating
hypotheses are given as;
Hy;: Institutional underfunding has no relationship with students' academic
performance in Nnamdi Azikiwe University, Awka.
Hy;: There is no link between lecturers’ remuneration and students' financial
worries in Nnamdi Azikiwe University, Awka.

Theoretical Framework

The study is anchored on conflict theory as the theoretical base of our discourse.
Conflict theory draws its strength from the Karl Marx revolutionary idea which
depicts inevitability of conflict in the Society (Tucker,1969). Arguing from this
point, Koop (2019) notes that every society is in a state of perpetual conflict
because of unrestricted and intense competition existing among the various classes
over limited resources. This seems to suggest that the focus of the society on
economic factors is the sole criteria for all conflict in the Society (Kinge &
Nweke,2019). Put differently, conflict theory sees society as a state in which two or
more social entities or parties (such as ASUU and Federal Government) perceive
that they possess mutually incompatible goals. (Mitchell,1981). Hence, Conflict
theory shows a sequence of interaction between ASUU and Federal Government
which explains the basis of conflict in the University educational system. Applying
this theory to our study, it is particularly useful for conceptualizing the conflict
between ASUU and Federal Government which culminated into ASUU strike
action in the Universities. The conflict between the two parties rest on resource
distributional inequality as the demands of fair wages, payment of earned academic
allowance, adequate funding of public Universities and provision of teaching and
learning facilities made by ASUU in the agreement with Federal Government were
not adequately fulfilled and enforced by the latter. The failure of government to
implement these demands escalated the conflict leading to ASUU strike action with
its attendant consequences on the academic activities of public University students
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in Nigeria. Despite the relevance of conflict theory, critics have maintained that it
tends to side with the people that have low social and economic power in the
society and also violates scientific objectivity as it is most time counter-productive
(Mohammed & Baba, 2018). Notwithstanding the criticism conceived against
conflict theory, it is inevitable in the explanation of ASUU — Federal Government
conflict, ASUU strike and its effect on the academic activities of public university
students in Nigeria.

Research Methodology

Study Design, Population, Sample Size Determination, Sampling Technique

The study adopted a survey research design. The appropriateness of this design
is on the fact that it permits interaction with study participants. Broadly, the
population of this study comprises all Undergraduate students of Business
Administration Department, Nnamdi Azikiwe University, Awka, Anambra State.
The focus Faculty is Management Sciences. The study adopted Taro Yamane
technique to determine the sample size. After necessary mathematical
computations, the sample size stood at two hundred and thirty-seven (237). The
study adopted convenience sampling technique since the researcher intends to
select the samples it can comfortably collect data in relation to the study.
questionnaire distribution was done using Bowley’s proportion allocation.

Table 1. Population Distribution and Bowley’s Allocation Outcome

S/N Faculty Department Levels Level Bowley’s
population Allocation
* Management Business 100level 162 66
Sciences Administration 200level 138 57
300level 161 66
400level 118 48
Total 579 237

Source: Field Work, 2023

Reliability of the Instrument and Method of Data Analysis

The reliability of instrument was obtained through Cronbach Alpha Technique.
Sixteen (16) copies of the questionnaire were administered to respondents of
Roban Stores Ltd, Awka, which are different from the organisations of study.
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Questionnaire was restructured and redistributed to the same respondents upon
testing the reliability of responses to the items in test instrument using correlation
analysis a figure of 0.942 was obtained which shows that this instrument is very
reliable. The table below shows the figures and reliability figure;

Table 2. Reliability statistics

Cronbach’s Alpha Cronbach’s Alpha Based on N of Items
Standardized Items
942 942 16

Study hypotheses were tested using Pearson product moment correlation co-
efficient at 5% level of significance. Decision Rule: Accept the Alternate
hypothesis (Ha) if P-value is less than 0.05 (P-value<0.05); otherwise accept the
Null hypothesis (Ho).

Result Presentation and Discussion of Findings

Table 3. Questionnaire Distribution Schedule

Distributed Collected Analysed
237 237 237
(100%) (100%) (100%)

Source: Field Survey, 2023.

Table 3 shows the total number of distributed copies of the questionnaire,
retrieved copies, and the number analyzed for the study. From the table, a total of
237 copies of the questionnaire were distributed in accordance with the sample size
of the study, 237 copies were collected representing 100% of the distributed copies
of the questionnaire, while 237 copies were analyzed as they were all answered
completely.

Test of Hypotheses
Test of Hypothesis One

Hy;: Institutional underfunding does not affect students' academic performance
in Nnamdi Azikiwe University, Awka.
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Table 4. Correlation Result for Hypothesis One

Institutional Student
Underfunding Academic
Performance

Institutional Underfunding | Pearson Correlation 1 5197

Sig. (2-tailed) .000

N 237 237
Student Academic Pearson Correlation 5197 1
Performance Sig. (2-tailed) 1000

N 237 237

**_Correlation is significant at the 0.01 level (2-tailed).
Source: Field Survey, 2023.

Table 4 shows the Pearson correlation coefficient, which is a measure of the
strength and direction of a linear relationship between two variables. The value
indicates a moderate to strong positive linear relationship between institutional
underfunding and student academic performance. For "Institutional Underfunding"
and "Student Academic Performance," the Pearson correlation coefficient is 0.519,
which is a positive correlation indicating that as one variable increases, the other
variable tends to increase. The significance level, represented as "Sig. (2-tailed)," is
used to determine if the observed correlation is statistically significant. The
significance level for both correlations is reported as .000, which is less than the
conventional threshold of 0.05. This suggests that there is a highly significant
relationship.

Decision:

There is significant relationship between institutional underfunding and student
academic performance with r = 0.519, n = 237 and p value of 0.000 (p<0.05).
Therefore, we accept the alternate hypothesis and conclude that there is significant
relationship between institutional underfunding and student academic performance
in Nnamdi Azikiwe University, Awka.
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Test of Hypothesis Two

H,,: There is no link between lecturers’ remuneration and students' financial stress
in Nnamdi Azikiwe University, Awka.

Table 5. Correlation Result for Hypothesis Two

Lecturers Students Financial
Remuneration Worries **

Lecturers Remuneration | Pearson Correlation 1 773
Sig. (2-tailed) .000
N 237 237
Students Financial Stress | Pearson Correlation 737 1

Sig. (2-tailed) .000
N 237 237
**_Correlation is significant at the 0.01 level (2-tailed).
Source: Field Survey, 2023.

Table 5 indicates a strong positive linear relationship between Lecturers’
Remuneration and Students’ Financial Worries. For “lecturers’ remuneration” and
“students’ financial stress,” the Pearson correlation coefficient is 0.773, which is a
positive correlation indicating that as lecturers’ remuneration increases, student
financial stress increases. The significance level, represented as “Sig. (2-tailed),” is
used to determine if the observed correlation is statistically significant. The
significance level for both correlations is reported as .000, which is less than the
conventional threshold of 0.05. This suggests that there is a highly significant
relationship.

Decision:

So, table 5 shows that there is significant relationship between Lecturers’
Remuneration and Students’ Financial Worries with r = 0.773, n = 237 and p value
0f 0.000 (p<0.05). Therefore, we reject the null hypothesis and accept the alternate
hypothesis and conclude that there is significant relationship between Lecturer
Remuneration and Student Financial Worries in Nnamdi Azikiwe University,
Awka. This finding is against the study expectation.
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Discussion of Findings

The objectives set by the study and the hypotheses stated have all been tested
with appropriate analytical techniques and findings have been observed. Here, the
findings and their implications will be x-rayed. Starting from the first objective
which was to determine the relationship between institutional underfunding and
student academic performance in Nnamdi Azikiwe University, Awka, Anambra
State, together with its hypothesis which stated that institutional underfunding does
not relate to students’ academic performance in Nnamdi Azikiwe University,
Awka, Anambra State. This relationship was observed to be a positive moderate
relationship between institutional underfunding and student academic performance.
It raises intriguing questions about the potential impact of financial resources on
educational outcomes. The statistically significant relationship implies that as
institutional underfunding increases, student academic performance tends to
improve. This finding may seem counterintuitive at first, as underfunding typically
implies a lack of resources. However, several factors could contribute to this
observation. One possible explanation is that institutions with limited funding may
allocate their resources more efficiently or prioritize specific programs that directly
enhance student performance. Alternatively, students in underfunded institutions
might be more resilient or motivated, overcoming challenges associated with
resource constraints. It’s crucial to recognize that relationship does not imply
causation, and further investigation is necessary to uncover the underlying
dynamics. Understanding the nuanced interplay between funding, institutional
policies, and student outcomes is essential for educational policymakers and
administrators. A more detailed analysis could explore specific areas of
institutional spending, teaching methodologies, or student support services to
identify factors influencing this correlation.

The second objective was to assess the link between lecturer remuneration and
student financial stress in Nnamdi Azikiwe University, Awka, Anambra State and
the hypothesis accompanying this objective was that there is no link between
lecturers’ remuneration and students’ financial worries in Nnamdi Azikiwe
University, Awka, Anambra State. The analysis was carried out using correlation
coefficient and the finding reveals that, there is a statistically significant
relationship existing between lecturers’ remuneration and students’ financial stress
in Nnamdi Azikiwe University, Awka, Anambra State. It is also instructive to note
that the relationship observed was a positive one and the extent of the relationship
seen was a great relationship. The strong positive relationship between Lecturers’
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Remuneration and Students’ Financial stress highlights a potential link between
Faculty compensation and student financial stress. While this relationship is
statistically significant, it’s important to approach the findings with caution, as
correlation does not establish causation. Several interpretations could be considered.
It’s plausible that Universities facing budget constraints might prioritize Faculty
salaries over student financial aid, leading to a scenario where improved
remuneration for lecturers coincides with increased financial stress for students.
Alternatively, the correlation may be influenced by external economic factors
impacting both Faculty salaries and student financial well-being. Addressing the
concerns raised by this correlation requires a comprehensive examination of
University financial policies, allocation of resources, and student support systems.

Conclusion and Recommendations

In conclusion, the study highlights the relationship between ASUU strike
actions variables (institutional underfunding, and lecturer remuneration) and
various aspects of mental health of Business Administration students (student
academic performance, and students’ financial stress) in the context of Nnamdi
Azikiwe University, Awka, Anambra State. The observed moderate positive
relationship between institutional underfunding and student academic performance
suggests that when educational institutions face financial constraints, it can impact
various aspects of the academic environment. Limited resources may result in
challenges such as outdated infrastructure, inadequate teaching materials, and a
shortage of qualified staff. These factors collectively contribute to a moderate
negative influence on student academic performance. As a conclusion note, it
emphasizes the importance of addressing financial constraints at the institutional
level to foster a more conducive learning environment. The strong positive
relationship between lecturers’ remuneration and students’ financial worries
highlights a potential trade-off within the University setting. While higher
remuneration for lecturers may be necessary for attracting and retaining qualified
faculty member, it appears to correlate with increased financial concerns among
students. This suggests that a careful balance needs to be struck to ensure
competitive compensation for Faculty members without disproportionately
burdening students financially. This conclusion emphasizes the need for
comprehensive financial planning that considers the welfare of both Faculty
members and students. The conclusions drawn from the data underscore the
complexity of financial dynamics within the University. Further research is
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warranted to delve deeper into the specific factors contributing to institutional
underfunding and its impact on academic performance, as well as the nuances of
how lecturers’ remuneration affects students’ financial well-being. Additionally, it
calls for proactive measures and policy considerations to address these issues.
Universities may benefit from implementing strategic financial management
practices, seeking external funding sources, and exploring innovative solutions to
enhance both the academic experience and financial stability for all stakeholders.

As a result, the following were recommendations emanated,

Given the observed moderate positive relationship between institutional
underfunding and student academic performance, it is imperative to prioritize and
enhance institutional funding for Nnamdi Azikiwe University. This involves
exploring avenues for increased government funding, seeking philanthropic
donations, and establishing partnerships with industry and alumni. Adequate
financial support will enable the University invest in updated infrastructure,
modern teaching materials, and Faculty development, thereby creating an
environment conducive to academic learning.

Recognizing the strong positive correlation between lecturers’ remuneration and
students’ financial stress, there is a need to implement comprehensive financial aid
programs. These programs should be designed to alleviate the financial burden on
students, especially those from economically disadvantaged backgrounds. This
might include scholarships, grants, and work-study opportunities. Simultaneously,
the University should work towards fair and competitive remuneration packages
for Faculty members, ensuring that the financial well-being of both students and
staff is prioritized.

Establish a systematic and regular process for financial assessments and
strategic planning within the University. This involves conducting thorough
reviews of the institution’s financial health, identifying potential areas of
improvement, and developing strategic plans to address financial challenges.
Engaging with financial experts and educational consultants can provide valuable
insights. By adopting proactive financial management practices, the university can
navigate challenges, optimize resource allocation, and ensure the long-term
sustainability of both academic and financial aspects.

Contribution to Knowledge
Several key contributions can be identified:
The understanding of how financial constraints within educational institutions
impact the learning environment. This knowledge can inform educational
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policymakers, administrators, and researchers about the need for strategic financial
planning to enhance academic outcomes. It highlights the importance of addressing
underfunding as a multifaceted challenge that goes beyond its immediate financial
implications.

The recognition provides insights into the delicate balance required in managing
faculty compensation to avoid negative consequences for students. This
contribution to knowledge sheds light on the interconnectedness of financial
elements within the University system. It emphasizes the necessity of considering
both Faculty and student financial well-being in compensation and financial
planning strategies.

The recommendations for enhanced institutional funding, comprehensive financial
aid programs, and regular financial assessments contribute to the broader
understanding of holistic financial planning in higher education. This knowledge can
be instrumental for university leaders, policymakers, and stakeholders in developing
sustainable financial models that support the diverse needs of both academic and
financial aspects. It promotes a proactive and strategic approach to financial
management, ensuring the long-term viability and success of educational institutions.
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Abstract

The importance of employees to manufacturing industries cannot be
overemphasised as they contribute to the industries’ performance and the
consequent impact on the nation’s economy. This study, therefore, investigated
the contributions of talent management strategies (human resource planning,
recruitment and selection, employee development, employee retention,
employee health and safety management, and employee performance
appraisal) to employees’ turnover intentions in manufacturing industries in
South-West Nigeria. The study employed a descriptive survey research design.
The target population of the study comprised 3,172 staff working in six
manufacturing industries in South-West Nigeria. The study made use of
stratified and simple random sampling techniques to select 952 respondents.
Two research instruments, the Integrated Talent Management Strategies
Questionnaire  (ITMSQ) and the Employees’ Turnover Intentions
Questionnaire (ETIQ), were validated, and their reliability was ascertained.
Two research questions were raised, and two hypotheses formulated were
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analysed with inferential statistics. The findings reveal a low level of
employees’ turnout intentions, the adoption at a high rate of all examined
talent management strategies, and significantly combined and relative
contributions of talent management strategies to employees’ turnout
intentions. Recommendations made include organisations’ need to adopt more
talent management strategies, regularly evaluate the effectiveness of
integrated talent management practices adopted, and improve retention
programmes based on the identified integrated talent management strategies
that contribute significantly to turnover employees’ turnout intention.

Keywords: Talent Management Strategies and Employees Turnover
Intentions

JEL Classification: L1

Introduction

The importance of employees to an organisation has been acknowledged for a
long time, as they play a pivotal role in creating and maintaining a competitive
advantage for their organisations (Akintayo et al., 2020). The biggest and most
valuable asset of any company is its employees, as they can be described as a key
asset in the world market (Akintayo et al., 2020). Besides, all other assets are
nothing more than commodities that can be purchased at market prices, but only
the human asset has the potential to learn, grow and contribute meaningfully to the
growth of an organisation (Obisi, Samuel & Ilesanmi, 2020). This is more reason
why, companies are competing against each other to acquire and keep talents in
order to maintain their operations and continue to grow (Shafician, 2014).
Manufacturing industries, like every other organisation, are not known only by the
physical structures (buildings), the reason being that such buildings, though as
important as they may be in providing a face and shelter to the organisation and
employees, are not the most important aspects of organisations (Pfeffer, 2010).

Most industries across the world depend largely on the efficiency of their
manufacturing operations to generate quality outputs that can satisfy customers. An
increasing inefficiency in the manufacturing process triggers higher production
costs. (Verma & Kesari, 2020) Noted that the problem of inefficiency often
degenerates from wrecked machines as well as low morale of employees, leading
to a high rate of turnover. The consequences of such an upsurge in production cost
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are higher product prices and possible shrinkage in the sales volume of the industry
(Gulatti& Kletter, 2019). To mitigate the menace of inefficiency, it therefore
becomes germane for industries to facilitate efficiency in manufacturing processes.
Generally, manufacturing inefficiency could be attributed to the mismanagement of
human and non-human resources as well as the quality of employees engaged in
production (Bashir, Ali & Haruna 2021). The issue of attracting, engaging and
retaining highly qualified employees stems from a managerial perspective that is
more important than ever previously (Herzberg, 2005, cited in Sajeda, 2017). As
employees are so vital for the functionality of organisations, employees’ turnover
intention is a subject matter that is considered to be one of the most serious
obstacles facing different organisations considering the way and manner employees
exit organisations (Lopes, 2018). This indicates that employee turnover places
unnecessary pressure on the workforce, who are at work but experiencing an
increased workload, thereby leading to low morale, high levels of stress and an
increased rate of absenteeism (Yousef & Shadi 2021).

Statement of the Problem

The state of economic downfall in Nigeria has contributed negatively to the
quality of work life of an ordinary government worker in Nigeria, and this has
posed several challenges to the retention and overall performance of employees in
many work organisations, particularly in the manufacturing industry (James &
Mathew, 2020). In the manufacturing industry, for instance, there have been
incidences where employees are resigning and jumping from one company to
another, which results in a high cost of undertaking frequent recruitments training
sessions and loss of valuable time to focus on customers (Benson, 2020).

The manufacturing industry in Southwest Nigeria is facing challenges in terms
of employee retention and performance. Despite being a vital sector for economic
growth and development, the industry is experiencing high turnover rates and
suboptimal employee performance (Bikefe& Daniel, 2022). This raises concerns
about the long-term sustainability and competitiveness of manufacturing
companies in the region. The manufacturing industry in Southwest Nigeria is
grappling with high employee turnover rates, resulting in significant costs for
companies and hindering their ability to maintain a skilled and experienced
workforce (Bikefe& Daniel, 2022). Furthermore, manufacturing in southwest
Nigeria is facing challenges in maintaining high levels of employee performance.
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Talent management strategies in manufacturing companies are poor and rife
with unethical behaviours, such as selection bias, management preferences, Federal
character syndrome, influences of ethnicity and social class, selection
discrimination, favouritism, and godfather syndrome (Fajana, 2019). For instance,
despite the importance of effective human resource planning in supporting talent
management strategies, there are gaps, challenges, and shortcomings within the
manufacturing industry in Southwest Nigeria. Okonkwo et al. (2022) claim that
many firms, particularly those in the private sector, have given human resource
planning—a crucial management function—Iess priority. Even the so-called large
companies in the private sector lack well-articulated HR planning, which has
serious financial repercussions for the organisations in the areas of excessive
hiring, poor job performance, training, and transfers.

Furthermore, manufacturing companies in Nigeria face significant issues, gaps,
challenges, and shortcomings related to employee retention strategies. The
manufacturing industry in Nigeria has few opportunities for career growth,
especially for entry-level and mid-level employees (Kojo et al., 2023). Thus,
employees are less likely to stay with the same firm due to the lack of clear growth
paths and development opportunities, which has also impacted their performance
(Kojo et al., 2023). These hinder the effective execution of integrated talent
management strategies, resulting in higher turnover intention and lower job
performance. Thus, it is vital to rectify the specific challenges and gaps in
employee retention practices to create a positive work environment and enhance
employee satisfaction within the industry.

Furthermore, the turnover challenges facing organisations are taking their toll,
leading to loss of highly skilled staff, loss of knowledge and experience,
established customer relations. They may even result in poor customer satisfaction,
poor sales, and resultant possible loss of revenue and market share (David, 2018).
Essentially, it has been observed from the related studies that various researchers
have conducted studies on different talent management variables as determinants of
employees’ turnover intentions and job performance at the workplace. Such
variables include: compensation management, recruitment and selection, leadership
styles, human resources planning, performance appraisal, training and development
and career management, employee retention, health and safety management and the
findings remain positive and were statistically significant (Wan &Syarif, 2015;
Chipunza & Malo, 2017; Gareth, 2017; Harris & Williamson 2018; Onuorah et al.,
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2019; Bello (2019); Onwukaet. al. 2020; Hezekiah, 2022; Adeoye & Elegunde,
2020; Debowale, 2021).

It is in light of the above that this study investigated the influence of integrated
talent management strategies (human resource planning, recruitment and selection,
employee development, employee retention, employee health and safety
management, and employee performance appraisal) on employees’ turnover
intentions in manufacturing industries in South -West Nigeria. This is for the
purpose of ascertaining the contribution of integrated talent management strategies
to employees’ turnover intentions in South-West Nigeria.

Research Hypotheses

i. There is no significant combined contribution of integrated talent
management strategies (Human resource planning, recruitment and
selection, employee development, employee retention, employee health and
safety management and performance appraisal) to employee turnover
intention.

Literature Review

Conceptual Clarification

Talent Management

The concept of talent management has gained more ground and is relevant due
to the evolution of corporate human resource management in today’s present work
environment. Talent management remains one of the most future-oriented practices
in both private and public businesses (Ganaie& Haque, 2017). (Fatile et al., 2020),
positioned that as talent remains scarce among other factors of production, there is
a need to effectively manage and retain available ones in the interest of the
organisation. Today, organisations now understand and appreciate the need to have
the best talents if they must survive in this hypercompetitive and increasingly
complex business environment (Smith, 2020). It also illustrates the need to fill up
key positions promptly with employees whose talents were developed within the
organisation (Cappelli, 2015).

Essentially, talent management signifies comprehensive and integrated human
resource practices with the goal of attracting and retaining the right individuals for
the right positions at the right time (Sajeda, 2017). Thus, Integrated talent
management strategies are the combinations of a series of human resources
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management practices of maintaining and retaining employees for better job
performance. These strategies, according to Hazem (2018), include recruiting,
retaining and developing the most talented and superior employees. The strategy
also refers to the critical corporate function where the company strives to have the
best talent, closing all the talent gaps and managing the talent by ensuring that the
right person is in the right job at the right time to achieve the best possible results
(Hezekiah, Opeyemi &Oluwatunmise, 2022). Keeping in view various strategies
and indices of talent management as put forward by different researchers, this
study considers it necessary to select integrated talent management strategies
relevant to address the ravaging issues of employee turnover intentions and poor
job performance. The strategies are human resource planning, recruitment and
selection, employee development, employee retention, employee health and safety
management, and employee performance appraisal.

Human Resources Planning

Akinremi and Adedeji (2019) define human resource planning as the supply and
demand of skills according to their skills requirements and ensuring that top-
performing employees are retained in the organisation. They explain further that
human resource planning is one of the major strategies for understanding talent
requirements. Employee planning is the foundation of staffing; hence, the process
that identifies current and future human resources needs for an organisation to
achieve its goals (Armstrong, 2016). Wheeler (2014) says that employee planning
is the first step in the talent management process and entails understanding the
talent requirements and aligning them with the organisational goals as well as the
specific service delivery environment in which the public sector department
functions. Olonade, Omotoye and Olalemi (2023) posit that there is a necessity to
establish and execute a robust and strategic human resource planning framework in
order to harness the optimal talent within the workforce and improve organisational
efficacy.

Employee Development

Another important strategy of integrated talent management is employee
development, i.e. provision of training and development in public and private
organisations (career development, on /off the Job training, seminars, workshops,
orientation, and mentoring). Kim (2014) defined employee development as a set of
systematic and planned activities designed by an organisation to provide its
members with the opportunities to learn the necessary skills to meet current and
300



? Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

future demands of work (Ogbeta, Nzewi& Chiekezie, 2015). Employee
development is decisive by the personal development that occurs overtime
depending on the experienced gained but also on the specific legislation(Chirimbu,
2022). Participation in staff development programmes by an employee is to begin
immediately as a person is employed and should continue throughout a person’s
career (Werner & Desimone, 2011). They further opined that the objective of
employee resource development in organisations like manufacturing industries is to
increase the skills and knowledge of the workers. Employee development no doubt
adds value to organisations in terms of increased productivity, morale and greater
organisational efficiency (Rashid &Ayoode, 2020).

Employee Retention

Employee retention is also a very crucial integrated talent management strategy.
This strategy can simply be put as the policies and plans organisations have in
place and follow to satisfy the diverse needs of employees and create an
environment for those employees to stay in the organisation (David, 2018).
Ayantunji et al (2020) argued that if an organisation’s retention rate is high, it
encourages prospective employees to join the company. Financial and non-
financial rewards policies, such as remuneration, compensation, recognition,
promotion and fringe benefits, supervisors’ support, etc., are commonly retention
strategies for controlling employees’ turnover intentions and job performance.
Masindi et al.,, (2023) posited that employees’overall happiness with their
colleagues, supervisors, and customers is associated with a decrease in their
intention to leave the company, indicating a higher likelihood of retwntion.
Employee retention can be represented by a simple statistic (for example, a
retention rate of 80% usually indicates that an organisation kept 80% of its
employees in a given period) (Smith, 2020).

Employee Health and Safety Management
Employee health and safety management, as part of integrated talent
management strategies, depicts the general state of the physical, mental, and
emotional well-being of an employee (Amponsah-Tawiah & Dartey-Baah, 2011).
Organisation like the manufacturing industry is expected to comply with the
Nigerian Labour Acts embedded under occupational safety and health (Ngwama,
2016). This is to ensure that the industry takes into consideration health and safety
precaution measures against organisational work hazards (Ngwama, 2016). This is
important because the healthy worker is free from illness, injury, and mental and
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emotional problems that may impair his normal work activity or routine (Dwomoh,
Owusu& Addo, 2013). ( Boyede & Omotoye, 2021) opined that management of
organizations should build a work environment that attracts, retain and motivates it
employees to increase performance and productivity. Onoh-Linus (2021) put it
more succinctly that in an organisation where employees feel that management
‘cares’ for them, there is an indication of positive management of the occupational
health and safety system and as such, results in safer working practices and also a
positive impact on employee job performance. However, Elegbede et al. (2024)
conducted a study among nurses, and they found that industrial health and safety
have a significant effect on employee attitude.

Employee Performance Appraisal

Employee performance appraisal is another talent strategy worth noting in this
study. Onwuka, Ugwu and Kekeocha (2020) define performance appraisal as the
means to gather essential information about employees for decision making. The
authors further stressed that it determines employee performance, assists in
communicating any areas of improvement to employees and helps the management
to come up with a plan for ensuring good relations between supervisors and
employees for enhanced organisational performance. Olonade et al., (2021) posited
that management need to give more attention to workers for high job performance
and low defiant work behaviour that could lead to employees turnover
intention.This encourages employees to understand how their performance is
contributing to the public sector department. They are committed to staying in the
organisation (Linah, 2018). In his views, Bello (2019) submitted that globally,
diverse performance evaluation practices are employed depending on the business,
human resources cadre and corporation cultures. Organisations in diverse sectors
have integrated performance appraisal in an attempt to strive and continue to exist
in a globally competitive economy (Onwuka et al., 2020). Therefore, in any
organisation, human capital is the most important asset that can be relied on to
attain a competitive advantage.

Theoretical Background

Human Capital theory was first proposed by Theodore Williams Schultz in the
1960s (Oyeniyi, 2019) to examine the economic value of education, but more
recently, it has been used in human resource management practices. The theory is
the most popular in the studies that link human resource management and
performance Oyewole & Adegoke (2018). This theory states that people possess
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innate abilities, behaviour and personal energy that make up the human capital they
bring to their work (Armstrong, 2006). People with collective skills, abilities and
experience coupled with their ability to deploy these aspects in the interests of the
employing organisations are now recognised as making a significant contribution
to the organisational success and constituting significant sources of competitive
advantage (Oyeniyi, 2019). The human capital theory considers people as an asset
and stresses that the investment in people by organisations always brings
worthwhile returns. Armstrong (2006) points out that individuals generate, retain
and use knowledge and skill; thus, human capital creates intellectual capital.

Human capital supports the notion that educational institutions need competent,
motivated and committed employees who are willing to work and who can utilise
their skills and knowledge towards effective attainment of the educational goals.
Human capital theory is criticised for blaming individuals for defects of the system,
making pseudo-capitalists out of workers, and fudging the real conflict of interest
between the two and is regarded as a species of rational-exchange theory.
Furthermore, it was said that human capital theory is a tautological or self-
verifying theory and, therefore, not empirically testable (Oyeniyi, 2019). In
responding to this criticism, Rauf (2018) posits that, human resources need to be
leveraged effectively by the organisation instead of simply possessed. He went
further that the inclusion of dynamism of human capital compensation focuses on
dynamic capabilities that help alleviate concerns and welfare of staff and
consequently retain them.

Methodology

This study investigated the contribution of integrated talent management
strategies (human resource planning, recruitment and selection, employee
development, employee retention, employee health and safety management, and
employee performance appraisal) to employees’ turnover intentions in
manufacturing industries in South-West Nigeria. The study employed a descriptive
survey research design. The target population of the study comprised 3,172 staff
working in six manufacturing industries (BUA Group, WAMCO Nigeria PLC,
Lafarge Africa PLC Ewekoro, Rite Food Ltd, Nigerian Eagle Flour Mills Ltd and
Premium Edible Oils Products Ltd) in six States of South-West Nigeria (Lagos,
Ogun, Opyo, Osun, Ondo and Ekiti states). The study made use of stratified and
simple random sampling techniques to select 952 respondents from 3 sampled
states: Lagos, Ogun and Oyo.
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Two research instruments were used to collect data for this study. The
instruments are. Integrated Talent Management Strategies Questionnaire
(ITMSQ) with 60 questionnaire items and Employees’ Turnover Intentions
Questionnaire (ETIQ) with 10 items. Both instruments were measured with 4
Likert-type scales( Strongly Agree, Agree, Disagree and Strongly Disagree). The
instruments were validated by the experts in Test and Measurement Adekunle
Ajasin at University, Akungba Akoko, Ondo state. ITMSQ has a demographic
section which includes the name of the industry, employees’ age, marital status,
gender, highest educational qualifications, designation, and working experience. So
also ITMSQ has six subscales with a reliability index obtained through the test and
retest method and Cronbach and Alpha reliability technique: the Human Resources
Planning Scale(0.93), Recruitment and Selection Scale (0.81), Employee
Development Scale (0.83), Employee Retention Scale(0.76), Employee Health and
Safety Management Scale( 0.77 ) and Employee Performance Appraisal
Scale(0.74). Meanwhile the reliability index of ETIQ obtained was 0.78. Two
research questions were raised and two hypotheses formulated were analysed with
inferential statistics.

Testing of Hypotheses

Hypothesis One: There is no significant combined contribution of integrated
talent management strategies (Human resource planning, recruitment and selection,
employee development, employee retention, employee health and safety
management and performance appraisal) to employee turnover intention.

Table 1: Analysis of the Interaction between combined integrated talent management
strategies and employee turnover intention

Mode R R Square Adjusted R Square Std. Error of the
Estimate
1 .934a .873 872 1.45115

a. Predictors: (Constant), Employee Performance Appraisal, Recruitment and Selection
Strategy, Human Resource Planning Strategy, Employee Retention Strategy, Employee
Health and Safety Management, Employee Development Strategy

Source: Author’s Computation using SPSS 23.0, (2023)
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Table 1 shows the model summary of the regression analysis of the interaction
between combined integrated talent strategies and employee turnover intention
with an (R) value of .934. This indicates a very strong association between
combined integrated talent strategies and employee turnover intention. R* value of
0.873 indicates that combined integrated talent strategies accounted for employee
turnover intention. Other major variables that accounted for about 13% of
employee turnover intention are not contained in this model but are represented
under the stochastic error term. This finding rejected the null hypothesis. Hence,
there is a significant combined contribution of integrated talent management
strategies (Human resource planning, recruitment and selection, employee
development, employee retention, employee health and safety management and
performance appraisal) to employees’ turnover intention.

Table 2: Regression Showing Significance of Predictors to Employee Turnover

Intention
Sum of Squares Df Mean F Sig.
Square
Regression 13709.750 6 2284.958 1085.054 .000°
Residual 1990.027 945 2.106
Total 15699.777 951

a. Dependent Variable: Employee Turnover Intention

b. Predictors: (Constant), Employee Performance Appraisal, Recruitment and Selection
Strategy, Human Resource Planning Strategy, Employee Retention Strategy, Employee
Health and Safety Management, Employee Development Strategy

Source: Author’s Computation using SPSS 23.0, (2023)

Table 2. shows the F-statistics value for regression to test the overall
significance of the independent variables in explaining the employee turnover
intention. The results show that the combined integrated talent management
(Employee Performance Appraisal, Recruitment and Selection Strategy, Human
Resource Planning Strategy, Employee Retention Strategy, Employee Health and
Safety Management, Employee Development Strategy) in the selected study area
significantly predicted the level of employee turnover with the F value 6,951, P-
value < 0.05 (Sig .000). This indicates strong evidence against the null hypothesis,
as there is less than 5% probability that null hypothesis is correct. F — statistical
indicates that the overall regression model is highly statistically significant in terms
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of its goodness of fit since the value of Fyy, (6,951) >F., (1085.054). The study,
therefore, concluded that there is a significant combined contribution of integrated
talent management strategies (Human resource planning, recruitment and selection,
employee development, employee retention, employee health and safety
management and performance appraisal) to employees’ turnover intention.

Table 3: Analysis of the Interaction between relative integrated talent management
strategies and employee turnover intention

Model Unstandardised Standardised T Sig.
Coefficients Coefficients
B Std. Beta
Error

(Constant) .825 353 2.340 .019
Human Resource 133 .050 130 2.642 .008
Planning Strategy
Recruitment and 463 .042 456 11.058 .000
Selection Strategy
Employee Retention .001 122 .001 .009 .004
Strategy
Employee Development 161 133 159 1.215 .025
Strategy
Employee Health and .059 .055 .058 1.064 .047
Safety Management
Employee Performance 268 .046 268 5.774 .000
Appraisal

Source: Author’s Computation using SPSS 23.0, (2023)

Table 3 shows the regression coefficients of the significant relative contribution
of integrated talent management strategies to employees’ turnover intention. The
results show that beta weight 0.463 and t value =-11.058 are the highest
contributions, meaning that a 1% increase in recruitment and selection strategy will
lead to a 46% immediate improvement (Reduction) in employee turnover intention.
Also, the employee performance appraisal strategy yields a beta weight of 0.268
and t value = 5.774 contribution. Followed by employee health and safety
management with beta weight of 0.059 and t value =1.064. Moreover, the Human
resource planning strategy also contributes significantly with a beta weight of
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0.133 and t value of 2.642, meaning that a 1% increase in Human resources
planning policy will lead to a 26% improvement (reduction) in employees’
turnover intention. However, the Employee retention strategy contributes
significantly to employees’ turnover intention, with a beta weight of 0.001 and a t
value of 0.009. From the results obtained from Table 4.10, the p-value calculated is
less than 5%, a critical value. Hence, the null hypothesis was rejected. The study,
therefore, concluded that there is a significant relative contribution of integrated
talent management strategies to employees’ turnover intention.

Discussions of Findings

The study’s findings indicate that organisations’ talent management strategies
are effectively meeting the needs of their employees. Akinremi et al. (2019)
discovered that organisations that have implemented various talent management
strategies have exceptionally low employee turnover intentions. This success is
attributed to the collective impact of integrated talent management strategies,
which include human resource planning, recruitment and selection, employee
development, employee retention, employee health and safety management, and
performance appraisal. The primary hypothesis finding reveals a significant
combined contribution of these integrated talent management strategies to
employees’ turnover intentions. The study aligns with the findings of Al-Dalaweh
et al. (2020), Zhaoyan (2022), and Ateufac (2021), which demonstrate that talent
management strategies positively influence employee turnover intentions.

However, when testing the hypothesis on the relative contributions of integrated
talent management strategies (including human resource planning, recruitment and
selection, employee development, employee retention, employee health and safety
management, and performance appraisal) to employees’ turnover intentions, the
findings confirm a significant combined contribution of these strategies to
employees’ turnover intentions. The study supports the conclusions of Galgallo and
Matembei (2022), Gadi and Kee (2018), and Zhaoyan (2022), which highlight the
significant effects of different talent management strategies on turnover intention.

Conclusion and Recommendations
Based on the findings of this study, it has been concluded that the
manufacturing industries in Southwest Nigeria have implemented all of the
integrated talent management strategies (human resource planning, recruitment and
selection, employee development, employee retention, employee health and safety
management, and performance appraisal) that were examined in this study.
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Furthermore, it was found that employee turnover intention was low, and all of the
examined talent management strategies collectively and individually had a
significant impact on employees’ turnover intentions in the manufacturing
industries of South-West Nigeria. Based on these findings, the following
recommendations have been proposed:

i.  Considering the dynamic nature of the workforce, organisations should
adopt additional talent management strategies in order to mitigate turnover
intention.

ii.  Organisations should regularly assess the effectiveness of the integrated
talent management practices they have adopted, with the aim of enhancing
employee retention.

iii.  Organisations should develop other retention programs based on the
identified integrated talent management strategies that have a significant
impact on turnover intention. These initiatives could include mentorship
programs, career development opportunities, and recognition programs,
which can foster employee engagement and loyalty.

iv. The government and policymakers should implement policies that enhance
talent management in both the civil services and private organisations.
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Abstract: Organization is structured in such a way that people work
together wherein some would be superiors and others would be subordinates
which makes supervision a natural phenomenon while the quality of
supervision will determine the result of operational activities daily. The study
focused on the influence of abusive supervision on employee morale using the
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manufacturing sector as the unit of analysis, it identified the level of abusive
supervision, the causes of abusive supervision, and the relationship between
abusive supervision and employee morale. Yamane’s sample size formula was
used to get the sample size of 310 while a multistage sampling technique was
used to select the sample and administer the questionnaire. it was found that
abusive supervision is high, caused by leadership styles, absence of an
alternative job, and family demands and there exists an inverse relationship
between abusive supervision, and employee morale with implications on
employee and behavioural outcomes and concluded that high abusive
supervision heralds low job satisfaction, low commitment, and low loyalty
thus, leading to decreased productivity, increased grievances, and increased
turnover as well as hindering innovation and collaboration. Training was
recommended to focus on supervision with empathy to improve interpersonal
relationships and feelings of belongingness.

Keywords: Abusive supervision, employee morale, training, employee, and
behavioural outcomes, empathy

JEL Classification: M12; M54; O14; O15

1. Introduction

The 21* Century organizations are characterized by a network of relationships
on account of the significance of teamwork which is the bedrock of successful
organizations, thus, buttressing the essence of cooperation and unity in the
workplace (Oginni, Afolabi & Erigbe, 2014). The implication of this in the
workplace is that there would be a kind of interaction between and among
members of the team (s) within and across the entire organization wherein a
supervisor oversees the activities of the team which revolves around planning,
organising, controlling, and coordinating as well as leading without prejudice. This
has made organizations increasingly concerned about the impact of supervision on
employees (Oginni, et al, 2014; Cortina, Kabat-Farr, Magley. & Nelson, 2017).
The position of Mullen, Fiset, and Rheaume (2018) also supported this concern and
opined that organizations should be more concerned about destructive supervision
which carries more negative implications on employee morale and behaviour at
work especially where there is close contact in the network of their relationships.
The earlier work of Oginni, et al (2014) revealed that abusive supervision was a
form of destructive leadership in the workplace manifesting in the form of
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emotional depletion, fatigue, procrastination, chronic stress, and low job
satisfaction and similar to this, was that of the earlier work of Schyns and Schilling
(2013) where it was postulated that abusive supervision is negative and has no
economic benefit to the employee and organization, rather damaged employee
morale and harm organizational profitability because of its impact on the employee
and behavioural outcomes which has implication on absenteeism, excessive stress,
emotional exhaustion, intention to quit, and low initiatives. In the end, it will affect
employee job satisfaction, commitment, and loyalty to the organization thus,
leading to decreased productivity, increased grievances, and increased turnover
while Khoreva and Wechsler (2020) believed that employees under abusive
supervision are prone to hindering innovation and collaboration as well as hoarding
knowledge and expertise.

Abusive supervision emerged in the workplace because every business
organization without an exemption is structured in such a way that people are
going to work together wherein some would be superior while others would be
subordinates (Oginni, et al. 2014; Oginni & Lanre-Babalola, 2020). Thus, the two
parties are expected to work together and ensure that the objectives of the
organizations are achieved i.e. the activities of both parties complement each other,
one gives directives (order), and the other carries out the order (directives) within
the legal framework approved by the management of the organization (Zhu &
Zhang, 2019; Oginni & Ogunyomi, 2012). To this extent, supervision becomes the
engine oil and hallmark for the growth of every business organization irrespective
of the nature, scope, or size. Oginni and Faseyiku (2012) opined that
compassionate or benevolent supervision benefitted organizations in many ways
such as it supports growth, unites teams, gives room for excellent performance,
enhances accountability, helps in verifying potentials, instils independence through
delegation of responsibilities, reinforces relationships and improves
communication. It is also an avenue that facilitates the proper evaluation of
individual contributions towards achieving organizational goals (Hershcovis,
Ogunfowora, Reich & Christie, 2017).

This predisposes the supervisor to control subordinates' roles, assignments,
activities, and rewards towards the attainment of organizational objectives. Thus,
implies that supervisor operates within the available legal framework to use their
discretion on how best to perform a given task or a routine assignment. With this
belief, there is a temptation on the part of the superior to display power over the
work processes and work environment of the subordinates which has empowered
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the superior to pick and channel abuse on employees or groups of employees in the
name of getting things done (Oginni, Ajibola & Olaniyan, 2022; Zhu & Zhang,
2019). However, despite these highlighted benefits, some supervisors justify their
actions of abusing their subordinates under the pretext of scrutinizing the work
performed by subordinates to ensure compliance with the acceptable standard
while some believe that abusive supervision is the best model to apply and practice
regardless of their education, orientation, and work philosophy why?

There had been a consensus among scholars that abusive supervision in the
workplace has a negative impact on the physical and psychological well-being of
the victims and other people around them although it manifests in varying degrees
depending on the nature of the industry (Oyewunmi & Oyewunmi, 2022; cc;
Mullen et al, 2018; Tepper, Simon & Park, 2017; Samantha, 2016; Oginni, et al,
2014; Tepper, 2007). Most of the research on abusive supervision had concentrated
on the Educational, Information Technology, and Service sectors with few in the
manufacturing sectors highlighting the impact on the work behaviour of
employees, consequences on the work atmosphere, employee’s personality, and
productivity while there is a dearth of such especially in the area of employee
morale in the manufacturing sector where the nature of the network is structured
like that of a cobweb. Therefore, this study seeks to investigate the degree/level of
abusive supervision, identify causes of abusive supervision despite the
understanding of its negative impact on the morale of employees, examine which
of these factors affects the morale of employees more than the rest, and examine
the relationship between abusive supervision and morale of employees at work in
the manufacturing sector.

2. Literature Review

Abusive supervision as a concept in the modern-day work relationship has a
legion of definitions and some of these were considered in line with the focus of
the study. In the views of Tepper, Simon & Park, 2017; Tepper, 2007), abusive
supervision was described as the display of hostile verbal and non-verbal
behaviours, excluding physical contact towards the subordinates while Oginni and
Faseyiku (2012) described exertion of power by a superior over subordinates in an
awkward manner to instil fear. Hershcovis et al. (2017) opined that abusive
supervision is an expression of any form of maltreatment from the superior to
subordinating causing humiliation of any kind. c, et al (2019), described abusive
supervision from the subordinates’ perception to mean the extent to which they
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perceived their supervisors engaging in the sustained display of hostile verbal and
nonverbal behaviours while the views expressed by Williams (2020) and Adegoke
(2021) agreed with this and opined that abusive supervision is the degree of
derogatory comments about an individual to other members of the organization. It
is therefore not out of place to say that abusive supervision is the use of language
that depletes an individual personality at work or any act capable of undermining
the ego of an individual at the workplace (Oyewunmi & Oyewunmi, 2022;
Khoreva & Wechsler, 2020)).

Tepper (2000) observed that the consequences of abusive supervision are
numerous ranging from the intention to quit their jobs to low job satisfaction,
conflict between work and family as well as psychological distress. Hershcovis et
al. (2017) maltreatment from supervisors’ which often arises because of power
tussles or differences and asserted that it has a significant negative effect on the
performance of employees while Mullen et al, (2018) believed that employees with
the perception of abuse from their supervisors tend to engage in counterproductive
work behaviours aimed at both the supervisor and the organization. Oginni and
Faseyiku (2012) linked deviant behaviour to abusive supervision as one of the
many counterproductive activities in the workplace. Phulpoto, Hussian, Brohi and
Memon (2021) revealed that abusive supervision impacts negatively on employees
in terms of their behaviours, attitudes, and psychological health and concluded that
there exists a negative relationship between abusive supervision and organizational
commitment although it examined the possibility of a subordinate’s hostility
towards a supervisor as the factor impelling supervisors to exhibit abusive acts
towards poor-performing subordinates. The earlier work of Nwani, Ofoke, Eze and
Udechukwu (2017) was built upon by Phulpoto, et al. (2021) where it was opined
that the victims of abusive supervision tend to emulate such behaviour and display
the same towards their colleagues. Adegoke (2021) asserted that abusive
supervision leads to absenteeism, excessive stress, depletion of dignity, and
emotional exhaustion (Oyewunmi & Oyewunmi, 2022).

Williams (2020) observed that abusive supervision has many negative
consequences on the organization and employees but believed it is a result of
power abuse by supervisors wherein supervisor abuse their role as leader, mentor,
and role model thus arrogating or wielding enormous power has not envisaged by
the legal framework of the organization to suppress subordinates (Khoreva &
Wechsler, 2020). Nwani et al (2017) and Adegoke (2021) presented the same
views on the use of power by supervisors to suppress subordinates and posited that
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where subordinates could not avoid suppression, subordinates are willing to accept
abuses and suppression from their supervisors but over time devised means to cope
with the abuse and suppression by manifesting dissatisfaction behaviour such as
intention to quit, absenteeism, deviance behaviour, work accident, and poor
productivity as well as disaffection among employees and low commitment
(Masindi, Onojaefe, Tengeh & Ukpere, 2023) while Oginni, Ayantunji, Awolaja,
Adesanya, and Ojodu. (2023) noted that sometimes, interpretation of policies often
made supervisors to be abusive. Lawal and Benson (2022) also posited that abusive
supervision imposes psychological stress on the subordinates and has a negative
impact on the performance of the subordinates at work on account of work
alienation. Therefore, abusive supervision affects employees’ personalities,
mindsets, self-esteem, and relationships with others whether at work or home with
consequences on performance at work.

The works of Kimberly, Barbara, and Birgit (2021) on abusive supervision
provided comprehensive insight into why abusive supervision has continued to
strive in the workplace not only in this direction but also why subordinates
continue to stay under abusive supervision. They used the onion approach to argue
that the prolonged nature of abuse cannot be understood within the limits of leader-
follower dynamics alone but instead involves societal, organizational, dyadic, and
intra-individual factors that should be taken into account and considerations i.e. the
larger society context (societal culture, economy, job market, and law),
organizational context (norms and values, corporate social responsibility, policies,
and practices, team solidarity, and support), dyadic context (preventing employees
from leaving, social isolation, the impact of abusive supervision, and coping with
abusive supervision) and intra-individual context (social identification,
conservation values, implicit leadership theories, personality).

The earlier works of Mackey et al., (2017) and that of Tierney and Farmer
(2017) were in line with the classification of causes of abusive supervision in the
workplace. Before the work of Kimberly, et al. (2021) some researchers have
identified some reasons such as malicious supervisors, environmental factors, and
individual factors as well as supervisors’ rigidity or hostile intentions, followers’
attribution styles, the interaction of several organization-level and individual-level
factors (Felps, Mitchell & Byington, 2006; Tepper, 2007; Martinko, Harvey,
Sikora, and Douglas, 2011; Oginni, et al, 2014). It can therefore be summarised
that abusive supervision is not only caused by the characteristics of the supervisor
but also by the followers’/subordinates' attributes and the characteristics of the
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organization while Oyewunmi and Oyewunmi (2022) posited that abusive
supervision results in decreased job satisfaction for the employee thus, lower job
satisfaction which invariably leads to decreased productivity. It also leads to
increased grievances and increased turnover. In the views of Masindi et al (2023),
the degree of employee happiness at work depends on the competence and
relationship of their supervisor, their remuneration, and their working
circumstances.

2.1 Underpinning Theory

Many theories have been linked to abusive supervision such as social exchange
theory, conservation of resources theory, self-regulation theory, self-efficacy
theory (social learning theory), and social identity theory. Based on the content and
context of this study, social self-efficacy theory was considered appropriate as the
underpinning theory. Social self-efficacy theory was propounded by Albert
Bandura in 1977 in an article published by the Journal Psychological Review titled
“Self-Efficacy: Toward a Unifying Theory of Behavioural Change’’. The theory
was anchored on the belief that a person's feeling that their thoughts and actions
influence a given outcome i.e. an individual's belief in his or her capacity to
execute behaviours necessary to produce specific performance attainments. It
emphasizes the importance of the individual and the individual's perceptions of
his/her capabilities as key determinants of successful outcomes. The theory is
deeply rooted in the concept of triadic reciprocal determinism in which there is a
constant interplay between personal factors, behavioural, and environmental factors
although a premium is placed on the relative importance of personal factors, at the
same time acknowledged that behavioural and environmental factors have
profound effects on outcomes. It further reinforces the idea that if the effects of the
environment are consistent, then self-efficacy beliefs will take on an even greater
role in determining human behaviour, and ultimately shaping outcomes concerning
mastery experiences, vicarious experiences, emotional, physical, and psychological
states, and verbal persuasion.

Tierney and Farmer (2017) and Bui and Baruch (2011) supported the construct
of the theory by positing that the perception of individual employees and
relationships in the work environment plays a significant role in shaping
employee’s behavioural outcomes although the theory has been criticized by some
scholars on account of disregarded or ignoring the role of the environment on an
individual (Eastman & Marzillier, 1984; Biglan; 1987; Lewis, 2018). Despite its
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criticism, self-efficacy is significantly beneficial in understanding various life
aspects, ranging from relationships and the psychology of employees in the
workplace. It provides a reliable framework and avenue to explain how the
relationship between the superior and subordinates will have a bearing on
individuals, especially feeling about themselves in terms of mental, physical, and
psychological health and positivism oozing from their perceptions.

3. Methodology

The study was situated in Ogun state which is one of the 36 States in Nigeria,
and it has three Senatorial Districts namely Ogun West, Ogun East, and Ogun
North, however, Ogun West was chosen as the unit of analysis out of the three
Senatorial Districts because more than 60% of the manufacturing industries were
located in this Senatorial District to include Cable, Plastic, Pharmaceutical,
Beverages organizations. In all, seventeen (17) organizations were selected within
the manufacturing industries wherein Cable organizations (3), Plastic organizations
(5), Pharmaceutical organizations (5), and Beverage organizations (4) through
purposive sampling technique. Yamane’s sample size formula was used to get the
sample size from the population study of 1375 to get 310 as the sample size and a
proportional sampling technique was used to select the sample size from the
selected organizations i.e. cable organization (63), Plastic organizations (95),
Pharmaceutical organizations (78), and Beverage organizations (74) while random
sampling was employed to administer 310 copies of questionnaire to the research
respondents wherein 286 copies of the questionnaire were found useful for
analysis.

The study made use of a structured questionnaire which was designed in line
with the Likert 5-point rating scale and was influenced by the earlier 15-item
measurement scale of Tepper (2000) and a 5-item scale developed by Mitchell and
Ambrose (2007) on abusive supervision. Before the administration of the
structured questionnaire, a mixture of an open-ended and closed questionnaire was
administered to 50 respondents chosen from the manufacturing organizations
between September and November 2023 for pretest study purposes. The
respondents were to tick among options of factors found to be responsible for
abusive supervision in the workplace, the respondents were asked to add if there is
any outside the options provided. Based on the responses from the respondents,
factors with 80% occurrence frequency were used for the study. The administration
of the questionnaire to the respondents was between the period of three months
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(December 2023 and February 2024). Data collected were analyzed by using
descriptive (Percentage, Mean, and Kendall’s W test) and inferential statistics
(Pearson correlation coefficient and linear regression methods).

4. Results

4.1 Objective 1: to investigate the degree/level of abusive supervision
among employees in the selected manufacturing sector

Table 1: Abusive Supervision Degree/Level of the Respondents

Variables Low Moderate High Total
N (%) N (%) N (%) N (%)
Gender
Male 29(14.2) 51(25) 124(60.8) 204(100)
Female 17(20.7) 30(36.6) 35(42.7) 82(100)
Total |  46(16.1) 81(28.3) 159(55.6) 286(100)
Age
Below 36yrs 17(19.8) 24(27.9) 45(52.3) 86(100)
Above 36yrs 57(28.5) 45(22.5) 98(49) 200(100)
Total |  74(25.9) 69(24.1) 143(50) 286(100)
Marital Status
Single 28(40) 1927.1) 23(32.9) 70()
Married 23(12.7) 48(26.7) 109(60.6) 180()
Others 20(55.6) 9(25) 7(19.4) 36(0)
Total |  71(24.8) 76(26.6) 139(48.6) 286(100)
Work Experience
Below 10 yrs 24(20.5) 16(13.7) 77(65.8) 117(100)
Above 11 yrs 40(23.7) 38(22.5) 91(53.8) 169100)
Total | 64(22.4) 54(18.9) 168(58.7) 286(100)
Cadre Category
Management 7(28) 6(24) 12(48) 25(100)
Senior staff 38(43.2) 30(34.1) 20(22.7) 88(100)
Junior staff 12(6.9) 35(20.3) 126(72.8) 173(100)
Total | 57(19.9) 71(24.8) 158(55.2) 286(100)

Source: Field Survey, 2024
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Table 1 shows the level of abusive supervision in the manufacturing sector
which was rated on a 3-point rating scale i.e. low, moderate, and high levels. Out of
a total of 286 employees sampled for the study, 159 respondents had high abusive
supervision representing 55.6%, 81 respondents experienced moderate abusive
supervision representing 26.3% while 46 of the respondents had low abusive
supervision which represented 16.1%. This shows that the majority of the
respondents experienced abusive supervision at a high level wherein the male
gender experienced this more than the female gender. The age of the respondents
indicates that there is a high level of abusive supervision among the respondents
with 143 (50%) where respondents who aged above 36 years experiencing this
more than those whose age is below 36 years. However, the marital status shows
that the respondents also experienced a high level of abusive supervision with 139
(48.6%) although the married respondents (60.6%) experienced this more while the
work experience shows a high level of abusive supervision among the respondents
with 168 representing 58.7% especially those who had spent more than 11years in
their respective organizations, the cadre in the organization which was categorized
into three had the same high-level abusive supervision with 158 of the respondents
representing 55.2% wherein the junior staff had the lion share of the abusive
supervision percentage i.e. 72.8.

4.2 Objective 2: to identify causes of abusive supervision in the
manufacturing sector

Table 2: Kendall’s W test and Mean Rank Statistics of the Causes of Abusive

Supervision
Abusive N | Mean | Kendall’s Chi- | DF | Asymp. | Rank | Remark
Supervision Rank w Square Sig. Score
Variables
Subordinate 286 | 3.567 0.816 75327 | 8 0.000 8 A
provocative
attitude
Work 286 | 3.672 7 A
Demands
Absence of 286 | 4.328 2 A
Alternative Job
Leadership 286 | 4.335 1 A
Styles
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Abusive N | Mean | Kendall’s | Chi- | DF | Asymp. | Rank | Remark
Supervision Rank w Square Sig. Score
Variables

Justice 286 | 3.112 9 A
Perception

Family 286 | 4.101 3 A
Demands

Emotional 286 | 3.942 4 A
Instability

Inferiority 286 | 3.670 6 A
Complex

Power 286 | 3.843 5 A
Obsession

Intention to 286 | 2.562 10 D
quit

Source: Field Survey, 2024
Remark: where Agreement (A) is > 3.0 and Disagreement (D), is < 3.0)

Table 2 has the information extracted from extant literature and the outcome of
the pilot study which showed that ten (10) different items were identified as the
major causes of abusive supervision in the manufacturing sector. Data were
analyzed using Kendall's W test, a statistical tool used to measure the extent of
agreement among raters wherein the result obtained from the data analysis
provided information to understand the extent of agreement among the employees
on the factors causing abusive supervision in the manufacturing sector. It was
found that the statistical value of Kendall’s W coefficient of concordance (where
W = 0.816, X* = 75.327, Df. = 8§, Sig. = 0.000) confirmed the high level of
agreement among the respondents i.e. subordinate provocative attitude, work
demands, absence of an alternative job, leadership styles, justice perception, family
demands, emotional instability, inferiority complex, and power obsession
represents the major causes of abusive supervision while the mean score of
intention to quit has a remark indicating disagreement among the employees which
implies nonunanimous decision on intention to quit as a major cause of abusive
supervision in the manufacturing sector.
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4.3 Objective 3: to examine which of the abusive supervision factors affect
employees at work more than the others

Table 3: Coefficient Value of Factors Responsible for Abusive Supervision

Variables /] Sig Potency
Subordinate provocative attitude 0.188 0.001 6
Work Demands 0.221 0.004 4
Absence of Alternative Job 0.345 0.000 2
Leadership Styles 0.512 0.000 1
Justice Perception 0.111 0.000 9
Family Demands 0.215 0.000 5
Emotional Instability 0.287 0.001 3
Inferiority Complex 0.178 0.002 7
Power Obsession 0.138 0.000 8
Intention to quit 0.043 0.002 10

Source: Field Survey, 2024

Table 3 provides information on the degree of potency of each of the cause
variables of abusive supervision wherein it shows that leadership styles were found
to be the most potent variable of all the factors responsible for abusive supervision
in the workplace followed by the absence of an alternative job. Emotional stability
was next to the absence of an alternative job after which work demands, family
demands, subordinate provocative attitude, inferior complex, power obsession, and
justice perception. The implication is that leadership styles have more contribution
to abusive supervision than the rest i.e. B = 0.512, p = 0.000 to imply 51.2% of the
variation in the factors responsible for different forms of abusive supervision,
followed by the absence of an alternative job with § = 0.345, p = 0.000 to represent
34.5% of contribution in abusive supervision, next was emotional instability which
has B = 0.287, p = 0.001 implying 28.7% variation in the factors causing abusive
supervision and work demands was ranked as among factors with strong potency of
B =0.221, p = 0.004 signifying 22.1% contributory effect in abusive supervision
and was followed by family demands that f = 0.215, p = 0.000 indicating 21.5% of
the variation in abusive supervision while subordinate provocative attitude shows
18.8% potency in abusive supervision, while inferiority complex has 17.8% and
power obsession has a variation of 13.8% of the factors responsible for abusive
supervision in the workplace while justice perception has 11.1% to indicate the
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variation contributed to abusive supervision. However, the intention to quit as one
of the causes of abusive supervision was not a unique contributor with a statistical
value of B =-0.043, p = 1.002. Therefore, objective 2 which seeks to know which
of the abusive supervision factors that affect the morale of employees at work more
than the rest was achieved.

4.4 Objective 4: examine the relationship between abusive supervision and
employee morale towards behavioural and employee
outcomes at work.

Table 4: Correlation between Abusive Supervision and Employee Morale

Variables Abusive Supervision Employee Morale
Abusive Supervision 1 - 678*
Employee Morale - 678* 1

*Correlation is significant at the 0.05 level (2 - tail)

Table 4 shows the correlation between abusive supervision and employee
morale which indicates that there is a strong negative correlation between the
independent and dependent variables. The negative correlation connotes an inverse
relationship between abusive supervision and employee morale where r = - 0.678, p
< 0.05 to imply that, as abusive supervision increases, employee morale decreases
i.e. lower abusive supervision will herald higher employee morale, thus leading to
positive behavioural and employee outcomes which invariably will yield higher
organizational productivity.

Many researchers have posited that abusive supervision is prevalent in most
organizations especially where there is an intertwin network of relationships where
there is a presence of superiors and subordinates working together to achieve
organizational objectives. The result of this present study confirmed the findings of
other researchers before this study (Oyewunmi & Oyewunmi, 2022; Williams,
2020; Oginni & Lanre-Babalola, 2020; Zhu & Zhang, 2019; Hershcovis,
Ogunfowora, Reich & Christie, 2017; Oginni, et al. 2014; Oginni & Ogunyomi,
2012) that abusive supervision evolved from a network of relationship in the
workplace on account of attaining organizational objectives. It also buttressed the
belief of supervisors that abusive supervision is a way to justify the actions of
abusing subordinates under the pretext of scrutinizing the work performed and the
best model to apply (Zhu & Zhang, 2019).
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The results of the study are consistent with the studies conducted by different
researchers on the causes of abusive supervision as highlighted including
Oyewunmi and Oyewunmi (2022); Kimberly, Barbara, and Brrgit (2021); Mackey
et al., (2017); Tierney and Farmer (2017); Oginni, et al, (2014); Martinko, Harvey,
Sikora, & Douglas (2011); Tepper (2007); Felps, Mitchell, and Byington (2006)
although the results singled out intention to quit as not unique or a strong
contributor to the causes of abusive supervision in the manufacturing sector. The
study also confirmed the positions of Lawal and Benson (2022), Adegoke (2021),
Williams (2020), Tepper, (2000) and Nwani, et al (2017) where it was asserted that
abusive supervision has many negative consequences on the organization and
employees. The present study showed that there exists an inverse relationship
between abusive supervision and employee morale with implications on employee
and behavioural outcomes wherein the organizational productivity is being
determined concerning employee job satisfaction, commitment, and loyalty to the
organization.

5. Conclusion

The purpose of the study was to investigate the impact of abusive supervision
on employee morale wherein the level of abusive supervision was examined,
evaluate the causes of abusive supervision, and examine the relationship between
and impact of abusive supervision and employee morale. From the results, it was
evident that there is a high level of abusive supervision in the workplace of the
manufacturing sector with males, married, and employees with more than eleven
(11) years of experience feeling the abusive supervision more than the rest. Aside
from this, causes of abusive supervision were identified which were found to be
consistent with that of previous studies although the intention to quit was never
considered dominant while the result of the study revealed further that an inverse
relationship exists between abusive supervision and employee morale with
implications on employee and behavioural outcomes. A high level of abusive
supervision would imply low job satisfaction, low commitment, and low loyalty
which invariably would result in decreased productivity, increased grievances, and
increased turnover as well as hindering innovation and collaboration within the
business environment while hoarding knowledge and expertise would be a
common practice.
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6. Recommendations

Based on the findings and conclusion of the study, it has been established that
abusive supervision is prevalent and evident in the manufacturing sector wherein
the performances of employees have been hindered by abusive supervision on
account of employee and behavioural outcomes which affects productivity.
Therefore, there is a need to institute training in the form of workshops with a
focus on supervision with empathy to foster cooperation, improve interpersonal
relationships, and feeling of belongingness in superior and subordinate
relationships. The training should be for all, irrespective of the cadre in the
organization although the training could be broken into three different levels to
address the training needs of each individual along their respective cadres. The
expectations of individuals in the supervisory role should be made known to them
and the implication of abusive supervision in both the short and long run should be
emphasized while attention should also be drawn to the health of the organization
and that of the employee. There should be a high level of commitment from the
management to ensure the success of the training program and provide a
mechanism to monitor the result of the training whether the objective is achieved
or otherwise.
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Abstract

The study delved into the concept of social security as a fundamental
human right, emphasizing its relevance in the hospitality industry, which
contributes significantly to the global economy. Despite its substantial impact,
the sector faces challenges, particularly in the form of precarious work. In
order to gain empirical insights into this problematic, we took a
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comprehensive approach, engaging with 120 individuals from a dozen three-
star hotels in Abuja, the Federal Capital Territory. To ensure consistency, we
adhered to the European Hotelstars Union's classification criteria. Through
thoughtfully crafted questionnaires, we delved into workers' perspectives on
social security, social opportunities, and challenges. Employing both
quantitative and qualitative methods, our analysis utilized frequency and
simple percentage techniques, yielding 114 completed responses. The study
unfolded the notion of social security as a fundamental human right,
spotlighting its pivotal role in the vibrant hospitality industry, a cornerstone of
the global economy. However, despite the industry's undeniable impact, the
study reveals that hotel workers continue to grapple with social security and
employment-related challenges that include human rights abuses, precarious
working conditions, imposition of restrictive dress codes and gender-based
violence. Based on findings, the study recommends the implementation of
liberal dress codes among workers, provision of regular counseling and
training, involvement of workers in the decision-making process, offering
worker-friendly packages, and organizing relevant training programs to
enhance staff skills and well-being, thus promoting sustainable development in
the hospitality industry.

Keywords: Tourism, Hotel, Social Security, Opportunities, Challenges,
Sustainable development

JEL Classification: JOO, J30, J81, J83

Introduction

Social security has frequently been recognised as crucial to a decent, long-term
way of life. Its existence is formally and informally acknowledged as a social
welfare program of acts. The recognition of this in formal milieu informs the
formulation of a variety of policies meant to provide protection to people and
households through steady financial stability, access to health care, and other
measures. The provision of such social coverage has been widely embraced by the
weak, including the elderly, those without job, the ill, victims of work hazard, the
pregnant, those whose primary providers were lost and so on. The formal social
security programme often entails transfers (in cash or in kind) from the state to
citizens to help smooth consumption and protect people or families from
destitution (Gunawan et al., 2017, Zein et al., 2016). The informal social security
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is the social safety measure provided outside the formally given social security
paradigm (Olivier and Dekker, 2003). It may come in the form of cash or kind by
family and community members to the poor and wvulnerable in periods of
difficulties (Anggraeni, 2015, Putra, 2015).

In African settings, traditional support systems operate as social security
measure on the tenets of solidarity and generalized reciprocity commonly found on
kinship and familial ties. People’s link through kinship and family ties creates in
them a sense of community involvement and belonging (Dykstra, 2009). These
underlying values and beliefs of family and kinship connections enable members to
assist one another when faced with life cycle crises. Ability to perform these roles
and responsibilities by the significant others rests on their economic solvency
occasioned by existence of tangible means of livelihood. With this, it is evident
that only those who are gainfully employed would be able to take on societal
obligations when necessary (Gunawan et al., 2018, Zein et al., 2016). Aside this,
Haselbarth (1977) stresses the necessity of work in sustaining life and that it
creates satisfaction and joy as well as making joys of rest and relaxation, recreation
and festivity possible. This therefore justifies the high value placed on work in
most cultures and traditions around the world as well as its importance when
compared to other aspects of social integration like housing, health, and
interpersonal relationships.

Akwaki and Egwu (2017) believe that work, which is infused with the unique
human capacity for self-expression and self-realization, is one of God's means of
completing man's existence. The foregoing underscores the fact that work is
obviously a means towards achieving and sustaining social security due to its
economic, social, and spiritual possibilities. In view of this, there arose a need for
the understanding of workers’ perspective of their social security in the face of
opportunities and challenges being faced on their jobs. Specific attention is being
given here to the hotel industry due to its peculiarity as one of the fastest-growing
sectors of the global economy (Zarrina, 2020). It is also one of the top sectors for
job creation owing to its labour-intensive nature and large multiplier effect on
employment in other allied sectors. Understanding the position of the employees
in the hotel industry in terms of quality of services being provided for effective
working condition therefore becomes necessary in this paper.

The hospitality industry has become a prominent service sector in most
countries across the world, particularly in those that experience high volumes of
foreign travel. Studies have underscored the economic value of hotels to human
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development as they provide goods and services that promote the welfare of
countries and communities (Attila, 2016; Akinrinde & Telukdarie, 2023). Visitors
who stay in hotels contribute directly or otherwise to local economies (Jurigovd &
Lencsésova, 2015). Generally, hotels provide two major services: (i) lodging, and
(i1) dining. Domestic homes, foreign tourists, and institutional purchases are some
of the clients in this market. Competitive price, service accessibility, and the range
of free services are the main factors that affect the decision to stay in hotels and
other lodging alternatives (Jurigova et al., 2016, Serensen & Jensen, 2015). This
service sector continues to be the primary and most popular lodging choice for
visitors from other nations (Jurigova & Lencsésova, 2015).

Factors like effectiveness and performance of the workforce were equally noted
as affecting the success of these businesses. Lawson (2004) provides support for
this claim by arguing that high levels of performance and productivity among
employees can be linked to their level of job satisfaction. While this is pointing at
motivation in general, it is also indicating the centrality of staff motivation in the
sustenance the quality of ongoing services (Karatepe & Uluda, 2007, Hartline et
al., 2003, Hays & Hill, 1999). With all these identified, scholars (Khan et al.,
2015, Ogbonnikan, 2012) have pointed at pathetic working conditions among the
employees in the hotel business hence the call for the managers and labour
employers to establish common ground for satisfying workers' demands for better
working environment.

In spite of its intrinsic qualities, Harkison (2017) noted that the hotel industry
still has a bad image for its workplace. This was found to be caused by a variety of
factors, including (a) the fragmentation of the industry, where the majority of
employers are small and medium-sized businesses with low union density; (b) it is
characterized by low wages and low levels of skill requirements; and (c¢) shift and
night work as well as seasonality. It is in the course of this exposition that this
study is making a modest contribution through exposition of employees'
perceptions of opportunities and challenges in selected hotel establishments in
Abuja FCT, Nigeria. It seeks to comprehend the opportunities and challenge(s)
facing the employees, how they manage issues and the implications of this on
service delivery and productivity. The study intends to make suitable
recommendations for better service and increased patronage. This is against the
backdrop of the fact that more patronage means more encouragement for further
development and improved services.
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Materials and Method

The study relied on primary data sourced from 120 respondents who were
sampled from 12 hotels in Abuja, Federal Capital Territory. These hotels were
classified as three stars (Comfort Hotels) based on criteria given by European
Hotelstars Union. A total of 10 respondents were sampled from each of these
hotels. Where a respondent sampled could not participate, voluntary desire to take
part was used in the selection of other respondent(s) as replacement. A copy of
questionnaire was administered on each of the 120 respondents so as to gather
information that are relevant to the study. Out of this number, only 114 copies were
retrieved from the respondents. Data generated for the study were analysed using
frequency and simple percentage to express the findings.

Results and Discussion

The females constituted majority (60.5%) of this study population, while the
males make up the 39.5% balance. Most of the respondents are in the age category
of 31 — 40 years of age (35.1%). The least academic qualification of the
respondents is secondary school certificate (15.8%) while the remaining have post-
secondary education (National Diploma/Nigeria Certificate of Education, Higher
National Diploma, Bachelor and Master degrees). Majority of the respondents are
Christians (54.4%); substantial proportion of the respondents were unmarried
(46.5%). In terms of years of experience gained on the job, majority of the
respondents have spent more than 10 years in their places of work (22.8%), while
the remaining respondents had gained between 3- and 10-years’ experience on the
job.

Table 1: Distribution by Unit of Operation within the Hotel

Occupation Frequency Percentage

Accommodation 17 14.9
Car hire services 12 10.5
Catering 10 8.8
Event centre/outdoor catering services 14 12.3
Food and Beverages 22 19.3
Laundry 11 9.6
Restaurant/Bar 15 13.2
Gymnasium/Swimming 13 11.4
Total 114 100.0

Source: Field Survey, 2024
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As the findings show in table 1, there are 8 departments into which each of the
sampled hotels were divided. These include: Accommodation, Car hire services,
Catering, Event centre/outdoor catering services, Food and Beverages, Laundry,
Restaurant/Bar, as well as Gymnasium/Swimming. The distribution of the
respondents based on the Units of operation in the hotels is as follow:
Accommodation (14.9%), Car hire services (10.5%), Catering (8.8%), Event
centre/outdoor catering services (12.3%), Food and Beverages (19.3%), Laundry
(9.6%), Restaurant/Bar (13.2%), as well as Gymnasium/Swimming (11.4%).
Majority (31.6%) of the respondents have worked across all the departments
available within the sampled hotels. Some (22.8%) have worked between 1 and 3
departments, 17.5% of the respondents have worked between 3 and 5 departments
while the remaining 28.1% have their working experiences within the hotels
cutting across 5 and 8 departments. The customers’ patronage of the selected hotels
was rated as excellent by 42.9% of the respondents. Others rated the patronage as
ever constant; this was premised on the strategic location of these hotels within the
town (33.4%). The remaining group of respondents were not specific in the rating
of customers’ patronage of their hotels, but maintained that the patronage was
reasonable (23.7%).

Table 2: Factors Influencing Customers’ Patronage of the Hotel

Response Frequency Percentage

It is the best you can get in this part of the country 26 22.8
The services are affordable and of high quality 32 28.0
Food service is always prompt 40 35.1
Outdoor catering services are equally available 16 14.1
Total 114 100.0

Source: Field Survey, 2024

Several factors were given by the respondents as responsible for the rating of
the hotels according to customer’s patronage. As some (22.8%) responded,
patronage was possible because the sampled hotels were the best one can get in that
part of the country. It was further reported that the hotels were of high standard in
terms of quality and affordability of services, hence the high volumes of patronage
they always attract (28%). Data gathered also show that prompt food services
(35.1%) as well as availability of outdoor catering services (14.1%) accounted for
why the hotels continue to receive impressive patronage.
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Table 3: Available Opportunities within the Hotel Industry

Responses Frequency | Percentage
Entrance into the hotel industry requires little or no special 10 8.8
skill

Provides learning and training opportunities for new 17 14.9
entrants

Avenue for acquisition of new skills and improvement on 12 10.5
the existing ones

Serves as source of income and means of livelihood 14 12.3
Provides avenue for making functional social contacts 20 17.5
Encourages career advancement and job mobility 16 14.0
Opportunities for direct access to superior officers and 08 7.0
mentoring

Opportunities to become service provider and entrepreneur 11 9.7
Staff and customers motivation for cordial relationship and 06 53
commitment

Total 114 100.0

Source: Field Survey, 2024

The respondents further affirmed that opportunities abound for employees
working in the hotels industry. The opportunities as listed include: little or no
special skills as entry requirements into the hotels industry (8.8%); the industry
provides learning and training opportunities for new entrants into the system
(14.9%); working in the industry creates avenues for the acquisition of new skills
and improvement on the existing ones (10.5%); hotel jobs constitute major sources
of income and means of livelihood (12.3%); it provides avenue for making
functional social contacts (17.5%); it encourages career advancement and job
mobility (14%); it provides opportunities for direct access to superior officers and
proper mentoring (7%); working in the hotels creates avenues for becoming service
provider and subsequently transform to an entrepreneur (9.7%); it promotes staff
motivation and customers motivation towards creating cordial relationship and
higher commitment (5.3%) .
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Table 4: Effects of the available Opportunities on Career Prospects of the Employees

Responses Frequency | Percentage
Ability to predict and take necessary steps for my career 25 21.9
advancement

Having people with like mind to share experience and 18 15.8
dream with will translate to better career future for me in

the industry

Conducive working environment is possible through 38 334
friendly social contacts which encourages job productivity

Enhance employee commitment facilitate effective 33 28.9
productivity

Total 114 100.0

Source: Field Survey, 2024

The effects of available opportunities on the career prospects of the hotel
workers include: ability to predict and take necessary steps for career advancement
(21.9%), having people with like mind to share experience and dream with for
improved career future (15.8%), possibility of conducive working environment
through friendly social networking that makes for increased productivity (33.4%),

and enhancement of employees’ commitment to facilitate effective productivity
(28.9%).

Table 5: Challenges encountered by Hotel Employees

Responses Frequency | Percentage
Pressure of work and absence of time to rest during the 30 26.3
peak period

Occasional embarrassment from customers 21 18.4
Sexual harassment from the superiors in the work place 15 13.2
Sexual harassment from the customers 12 10.5
Occasional raiding from the law enforcement agents 26 22.8
Enforcement of dressing code that is against religious belief 10 8.8
Total 114 100.0

Source: Field Survey, 2024

Part of challenges of working in the hotels settings as identified by the
respondents include: pressure of work and absence of time to rest during the peak
period (26.3%); occasional embarrassment from customers (18.4%); sexual
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harassment of female employees by superiors in the work setting (13.2%); sexual
harassment from the customers (10.5%); occasional raiding from the law
enforcement agents (22.8%); and enforcement of dressing code that may negate
employee’s religious belief (8.8%). As Victoria (2019) notes, workplace challenges
have implications for employees’ productivity and the socio-institutional well-
being of the stakeholders of any organisation. The possible effects of the afore
mentioned challenges on the hotel employees include: gradual withdrawal of
interest from the work (26.3%), confusion on how to please the management and
the customers (22.8%), inadequacy of experienced staff due to constant staff
turnover (19.3%), constant stress affects service delivery (14.1%), and negative
productivity (17.5%). These findings corroborate Chandrasekar’s (2011)
conclusion that working environment impacts immensely on employees’
performance either towards negative or positive outcomes.

Table 6: Channels of Exposure to Opportunities and Challenges in the Hotel Industry

Responses Frequency | Percentage
From superiors and other members of the management 42 36.8
From customers during service delivery 31 27.2
Encounters with the superiors and customers expose 22 19.3
every worker to opportunities and challenges

Repetition of same job over time 19 16.7
Total 114 100.0

Source: Field Survey, 2024

The above reveal show how hotel workers are being exposed to both
opportunities and challenges in their workplaces. As table 6 shows, 36.8% of the
respondents reported that these usually occur from their superiors and other
members of the management in the course of service delivery; 27.2% reported that
the opportunities and challenges come from the customers only, while 19.3% was
of the view that encounters with superiors and customers usually expose every
worker to opportunities and challenges. The remaining 16.7% was of the view that
constant repeating same job over some periods of time exposes workers to
opportunities and challenges.
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Table 7: Inevitability of Encountering Challenges in Hotel jobs

Responses Frequency Percentage
The challenges emerged in the course of daily 23 20.2
activities at the working place

The challenges are the products of individual differences 19 16.7
They are workplace challenges that can only be 21 18.4
resolved within the workplace alone

They are necessary ingredient for effectiveness and 27 23.7
developmental process of the establishment

The challenges are inevitable and can only end with 24 21.0
the establishment

Total 114 100.0

Source: Field Survey, 2024

The inevitability of meeting challenges in the course of working with hotel
establishments as depicted in table 7 above has been stressed. As the respondents
note, encountering challenges while working in the hospitality setting is inevitable.
This was justified by the fact that most of these challenges do emerge in the course
of daily activities at work place (20.2%), while some are products of individual
differences (16.7%); the challenges are basically workplace related, and its solution
should be workplace specific (18.4%); the challenges are necessary ingredient for
effectiveness and developmental process of the establishment (23.7%), the
challenges can only end when the establishment ended (21%). All the above make
these occupational challenges inevitable.

Table 8: The Existing Mechanisms for Managing Workplace Challenges

Responses Frequency | Percentage
Feedback mechanism exists through which opinion of 30 26.3
customers were obtained and understood to avoid

unpleasant encounter between customers and staff

Supervisors are always available to ensure that unpleasant 45 39.5
situation is resolved without getting to the management level

The staff were trained to acknowledge that customers are 39 342
always the Kings and Queens

Total 114 100.0

Source: Field Survey, 2024
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All the respondents have encountered challenges in the course of their works as
staff of these hotels. The existing mechanisms and those adopted by the workers
for the management of these challenges included: existence of feedback
mechanism through which the opinion of the customers are gotten and understood
to avoid unpleasant encounter between the customers and staff (26.3%),
supervisors are always available to ensure that unpleasant situation is resolved
without getting to the management level (39.5%), the staff were trained to
acknowledge that customers are always the Kings and Queens (34.2%).

Research findings and Social Security Advocacy for Hotel Employment

Social security is one of the concepts adopted in the social sciences for
addressing the challenges of poverty and underdevelopment. The idea flowed from
the global concerns regarding how to guarantee a wide-ranging human security.
Article 22 of the Universal Declaration of Human Rights, specifically captured the
concept of social security as a fundamental human right issue under which
“everyone is granted the right to social security coverage”. The hospitality industry
being one of the largest economic sectors of the world has in the last four decades
recorded considerable growth which justifies the pride of place it currently enjoys
as one of the largest global industries (Draskovic, et al, 2022). The sector, as a top
employment contributor, accounts for an estimated 10.3% of global GDP,
translating to a US$8.9 trillion contribution to the world’s GDP and 330 million
jobs in 2019 (Ngwenya, 2020).

Despite the cruciality of the sector’s contribution, the number of depreciating
and precarious types of work in the industry keeps growing (Standing, 2011). This
has prompted scholars’ conclusion that international tourism has an influence on
structural changes of the employees’ work; and by so doing creates a lot of low-
paid jobs and low-skilled precarious types of work (Tung & Cuong, 2020;
Kosikova et al., 2019; Pavlic et al., 2019). Precarious work as conceptualised by
Draskovic, et al (2022) are characterised by those occupational challenges created
by the global industrial environment. Delibasic et al. (2022) specifically associate it
with nonstandard or substandard work contracts, including temporary, fixed term,
and short-term contract, part-time contract, agency work, freelance work, on-call
employment and civil contracts. The fact that the hotel industry employs a lot of
precarious workers (Pupavac et al., 2020) explains why social security coverage
should be extended to cover employees in the hotel industry.
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Given the nature, structure and social context of jobs in the hotel industry, there
exists various strands of exploitation, sexual harassment (mostly against females)
by customers and superiors, harassment of employees by the law enforcement
agents, lack of freedom due to dress code imposition and more. All this
underscores the urgent need to redirect the social policy frameworks towards
extending social security coverage to employees in the hotel industry so as to
guarantee an improved quality of life and its sustainability.

Summary and Conclusion

This study showcased the prevailing working conditions, the medium of
exposure to opportunities and challenges and mechanisms adopted to manage the
challenges. The respondents identified availability of motivation for friendly
relationships and commitment among staff and guests as what made their hotels
deserving of steadfast patronage. The challenges encountered at work include (a)
psychological breakdown brought on by stress and lack of time for rest during peak
times (b) occasional consumer embarrassment (¢) sexual harassment by supervisors
at work (d) sexual harassment by customers (e¢) sporadic raids by law enforcement
officials (f) Enforcement of dressing code that is against religious belief. The
effects of these noted workplace challenges on service delivery and productivity,
according to the respondents, include: (a) Gradual loss of interest in work due to
management's failure to meet workers' needs; (b) confusion over how to please
management and customers without lowering one's self-esteem; (c) inadequacy of
experienced staff due to staff members' constant withdrawal of services; and (d)
ongoing stress due to insufficient break time, (e) constant repetition of the same job
over periods of time. (f) Productivity is also affected negatively as a result of (i)
fluidity in the modes of their entrance into the hotels where people with little or no
special skill are recruited, and (ii) high level of staff turnover and loss of resources
invested in training to instil skills into the staff members recruited without skills in
the first place.

Opportunities identified as available to these hotels workers included (i)
securing of jobs with little or no skills, thereby corroborating the expositions of
WTTC (2015), Dayananda (2014), Amirtharaj, et al. (2011), UNWTO (2011), ILO
(2010), Kovac (2008), Analoui (2007), Decenzo and Robbins (2007), Dessler
(2007, 2006), Beardwell, et al. (2006), Bounken and Pyo (2002), Cook, et al.
(2002), Lashley (2001) and Armstrong (1992). Virtually all the workers saw the
challenges being encountered as inevitable hence their adaptation to the situation
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probably to avoid job loss in the face of unfavourable social and economic
situations in Nigeria. The exposition of challenges in spite of available
opportunities therefore calls for action on how the best of the hotels could be
attained. It is necessary that constant review of workers’ condition of service be
taken into cognizance with utmost attention. The overall ramifications of this when
actions are taken will enhances the well-being of the workers. When this is
achieved, the associated array of physical health benefits, such as lower blood
pressure, reduced risk of stroke, a stronger immune system, and even a longer life
will suffice to grow the hospitality industry. Other tourism-related industries will
be benefited in the long run for sustainable development.

Recommendations
The following recommendations were adapted from the suggestions offered by
the respondents as possible way out in sustaining and improving on the available
opportunities and overcoming service challenges among the employees of selected
hotels in the study area.
= A liberal but decent dress code that will go in line with every religious
practice should be introduced
= Regular counselling of staff and in-house training should be organised.
= Channels should be created for staff to make inputs into the running of the
hotels
= Provision should be for compensation of staff to take pressure off their
feelings of work-related embarrassment
= Annual award for the best staff and most loyal customers for effective
management, employees and customers’ interactions
= Enforcement of meaningful workers-friendly packages to retain experienced
staff
= Appropriate training programmes is a welcome development in the
organization for as long as they would be relevant to address the
aforementioned areas so as to enhance skills amongst workers
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Abstract:

The purpose of this study was to investigate why casual employees at a
global firm in Zimbabwe engaged in impression management. This exploratory
qualitative study investigated casual workers’ intention for engaging in
impression management at the case global firm in Zimbabwe using the
interpretivism research philosophy. Face to face, semi-structured interviews
were used to collect data from ten research participants who had been
employed by the global firm in Zimbabwe for a minimum of five months. The
study found that casual workers at the case global firm in Zimbabwe are
driven to control their work impressions to preserve their good reputation,
build social capital, and accomplish career-related objectives including
moving up the corporate ladder, receiving high performance reviews,
obtaining a permanent position, and getting promoted. Therefore, as it is,
casual workers at the case global firm in Zimbabwe use impression
management tactics with the overall aim of maintaining job security. The
current study recommends that casual workers should identify the
circumstances in which impression management is most appropriate and make
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an effort to become more aware of when and how often to manage
impressions. They could do this by practicing self-monitoring, receiving
feedback, or participating in other professional development activities. The
study also urges managers at the global firm in Zimbabwe to encourage
workers to utilize impressions that are authentic and discourage employees
from managing images that are destructive to the organization.

Keywords: Casual worker; Global firm; Job security; Impressions;
Impression management

JEL Classification: C31, J22, J23, L61, M54,019

1. Introduction

The precarious nature of atypical employment means that atypical workers
worldwide are exposed to a range of vulnerabilities, particularly in terms of
income, health and safety at work and job insecurity (Kalleberg, 2012; Carr, 2023;
Shin. 2023; Irabor et al, 2019). Sassenrath (2020) argue that the proportion of
workers experiencing job insecurity is increasing worldwide and is currently over
25%. A long-term study by Burgard, Brand and House (2019) found that
employees who experience job insecurity suffer negative behavioural and
attitudinal effects that affect both their employers and them. The study identified
high absenteeism rates, high turnover, low job satisfaction and poor performance as
some of the behavioural and attitudinal effects of job insecurity. When confronted
with uncertainty, people develop strategies to cope and improve (House, 2019;
Masindi et al., 2023; Sassenrath, 2020). Shin (2023) argues that given the above
sentiments, it is imperative to examine the strategies that non-standard workers
employ to combat job insecurity. Several authors believe that employees who
practice impression management may be able to reduce the insecurity associated
with a job (Xu, 2022; De Cuyper, 2014; House, 2019; Carr, 2023). Similarly,
Burgard (2019) argues that the unstable characteristic of non-standard employment
is the reason why alternate safety measures like impression management are
necessary. Chen and Fang (2018) characterise impression management as any
action a person takes to influence or control how others perceive them. Researchers
have shown that the factors that drive impression management are the consequence
of the impressions formed, the significance of the preferred outcomes, and the
disparity between the preferred and actual image (Sassenrath, 2020; Shin, 2023;
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Carr, 2023). House (2019) claim that employing impression management
techniques help workers to get instrumental and social support of superiors as well
as sway their opinion.. For most people, keeping their job is a top priority, and
maintaining a positive image in the workplace is extremely important if you care
about your career (Sessenrath, 2020). Bolino (2016) further state that impression
management practices can give workers hope that they can reduce the possibility of
an unfavorable career action. When supervisors are concerned, they may also have
an impact on the actual likelihood of job loss. Lam (2020), who claims that
proactive measures such as impression management can make employees feel more
effective and reduce their feelings of job insecurity. While some studies (Lam,
2020; Bolino, 2016) have attempted to examine the nature and prevalence of
managing impressions in organizations, the majority of studies have concentrated
on techniques used by non-standard workers to manage their impressions. (Klotz,
2018; Xu, 2022; House, 2019;Mpabanga et al., 2023). Considering how common
impression management is, it would be beneficial to investigate why employees
use it.The purpose of this research is to investigate the reasons why casual workers
at the global organization in Zimbabwe engage in impression management.The
study's research question is structured as follows:
a. Why do workers choose to manage impressions at work?

2. Literature Review
1. This section covers the theories behind impression management, tactics for
managing impressions, and reasons to manage impressions.

2.1. Leary and Kowalski (1990)’s Two Factor Model

The Two-factor model conceptualizes impression management in terms of
impression construction and motivation (Bourdage et al., 2020). Leary and
Kowalski (1990)’s model assumes that the eight major components listed in Table
1 below have an impact on impression creation and motivation. Madan and
Srivastava (2016) characterise impression drive as the way in which external cues
lead individuals to direct the images that others create of them. The process by
which an individual modifies their behavior in order to affect how others perceive
them is known as impression creation (Leary and Kowalski, 1990; Madan and
Srivastava, 2016; Bourdage et al., 2020). The decision about the impression to be
created and how to create it, including the selection of an appropriate method to
create the impression, is made during the impression creation process (Krauss,
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2022; Ishikawa et al., 2021). Table 1 below shows the factors determining
impression motivation and creation as given by the two-factor model.

Table 1: Factors determining impression motivation and construction

Impression motivation antecedents Impression construction determinants
o Significance of required goal Needed and undesired self images
e Discrepancies between needed and Role constraints

present image Target’s value
e Impression goal relevance present or possible social images

Source: Leary and Kowalski, 1990

The preconditions for building an impression and the motivation for
impression management are listed in Table 1. The three most important
preconditions for impression building motivation are goal relevance of impression,
importance of the required goal and the differences between needed and present
image. Employees who are driven by impression formation process are influenced
by their self-image, their role constraints, and the value of the target, their current
or potential image, and their desired and undesired identity image.

2.2. Compensatory Control Model (CCM)

The basic idea of Hockey's (1997) Compensatory control model is that people
actively manage to adapt to stressful or unsafe working conditions. Employees who
actively cope make more effort to achieve their goals. According to the theory of
compensatory control, active coping increases the resources available to fulfil the
demands, but also has psychological and physical consequences. According to
Landau, Kay and Whitson (2015), people who feel powerless in a situation use
compensatory techniques or personal resources to normalize their sense of control.
Impression management techniques are some of the strategies that can be used to
meet the needs of the organisation (Landau et al., 2015). The compensatory control
model assumes that personal resources such as impression management can be
used to secure social support and achieve economic goals in the organization.
Compensatory control model also assumes that employees could use impression
management as a means to achieve their desired goal (Whitson, 2015). Researchers
have used the compensatory control model because it facilitates analyzing the
motivations for impression management.
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2.3. Conceptualization of Impression Management

The behaviour of workers to uphold, secure the impression of their targets is
referred to as impression management (Ho and Stanley, 2021; Krauss, 2022).
According to Bolino and Turnley (2016), impression management is the use of
strategies by employees to influence how others perceive them. Atypical workers
use impression management, according to Bass et al.,, (2023), to persuade
prospective or present employers of their value to the company. Bourdage et al
(2020) also state that then components of impression management affect a number
of dimensions, including career success and supervisor evaluation.

2.4. Impression Management Behaviors

Bolino (1999) classified behaviors of managing impressions into three
categories. Table 2 below shows the classified behaviors of managing impressions
against the impression management tactics adopted.

Table 2: Impression management behavior and tactics

Impression management behavior I Tactic of managing impression
Supervisor focused I Ingratiation

Job focused I Self-promotion
Self-focused I Exemplification

Source: Bolino, 1999

2.4.1. Supervisor Focused Impression Management

Being popular and looking good are the goals of impression-control behaviours
of superiors (Varela et al., 2016; Shi et al., 2024; Xin et al., 2014; Cretoiu; 2019).
According to Shi et al., (2024), workers who utilize supervisor focused impression
management behaviours attempt to project attractiveness and likeability by either
showing conformity of opinion or complimenting the supervisor. According to
Kingsley and Westerman (2019), ingratiation is associated with supervisor-focused
impression management behaviour. Ni et al., (2023) define flattery as a tactic used
by employees to gain the respect and favour of their targets. Some actions, such as
behaviour that matches the target's preferences (Halbesleben et al., 2020) or
providing favoursfor the target (Baumeister, 2018), are examples of how workers
demonstrate their ingratiation. Rosenfeld et al. (2019) find that the ability of
ingratiation to influence important outcomes in the workplace varies. Research by
Higgins et al. (2018) found that a number of factors can influence the success of an
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ingratiation attempt, such as who is ingratiating, who the target is, and under what
circumstances the behaviour occurs. Proost et al (2018) found that those who used
a combination of ingratiation and self-presentation had a higher chance of
receiving a job offer than those who relied on ingratiation alone.

2.4.4. Job Focused Impression Management

The aim of behaviours that give the impression of being competent is to convey
competence. One of these behaviours is the acceptance of recognition for
completed tasks (Al-Shatti and Ohana, 2021; Curtis et al., 2023; Peck, 2017). Self-
presentation is related to job-related impression management (Curtis et al., 2023;
Levashina, 2017). The goal of self-promotion is to look like a successful, capable,
knowledgeable and competent person (Peck, 2017). Self-promoters tend to
emphasise their successes, claim credit for positive outcomes (Bolino, 2016) and
mention notable people by name (Long, 2016; Jones and Pittman, 2015). However,
similar to ingratiators, self-promoters also seek to enhance their reputation through
a variety of actions, which can be risky for many people (Cialdini and De Nicholas
2019). The habits of self-promoters, if not well regulated, can lead to the paradox
of the self-promoter (Berman et al. 2019). Paradox of self promoter means that
employees appear less competent by over emphasizing their credentials and
showing self-interest (Berman et al., 2014; Jones & Pittman, 2016). Similarly, Tsai
(2015) claims that employees who constantly engage in self-promotion can alienate
others. To overcome this contradiction, self-promoters should build credibility by
projecting a modest self-image (Lalwani et al., 2023; Gardner and Avolio 2018).

2.4.3. Self-Focused Impression Management

To convey the image of an exemplary employee who is hardworking,
cooperative, productive and kind, practice self-centred impression management
associated with role modelling (Bolino and Turnley, 1999; Lalwani et al., 2023;
Lewis & Neighbours, 2015; Wayne and Ferris, 2019). For example, it can be
helpful to work harder when the target is present (Bolino et al., 2006).
Exemplification is typically used in situations of extreme job insecurity (Learly,
2019), and certain workers find exemplification useful when they feel insecure
(Sezer, 2022; Haynie, 2018). Employees who value exemplification project an
image of diligence and loyalty to the organisation, which influences organisational
decision-makers and reduces the likelihood of job loss (Pontari, 2019). Exemplars
behave in an egocentric impression management manner to give the impression
that they are keen to endure for a reason (Andrews, 2019). According to Leary
(2019), employees who work a lot with exemplars run the risk of appearing pious
and hypocritical to others.
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2.5. Motivation for Impression Management

According to Leary and Kowalski (2010), it is motivation that drives people to
use impression management techniques to achieve their goals. Due to the nature of
atypical employment and its potential impact, temporary workers often employ a
range of impression management strategies to demonstrate their value to the
organisation and be considered for permanent employment (Grant, 2019).
According to Pounders (2016), temporary workers' intentions to stay with the
company or move up to a better position are directly linked to their impression
management behaviour. On the contrary, a study by Sias, Kramer and Jenkins
(2019) has shown that non-standard workers who neither believe nor expect to stay
with the company much longer give little thought to their impression management
behaviour. Some of the motivations for using impression management techniques
at work are listed below.

2.5.1. Gaining Social Rewards and Approval

Managing impressions is the process of falsifying information to sway the
opinions of others in order to promote one's own goals or those of society
(Schlenker and Pontari, 2020). As they are social creatures, workers regularly
socialise with their colleagues (Gardner, 2018). Gardner (2018) goes on to explain
that consciously or unconsciously, attempts are made to change the image that is
projected during social interactions. Social self-presentation is the most important
means of gaining social advantage (Martinko, 2018). A study by Schlenker (2000)
has shown that workers engage in impression management to strengthen their
social relationships and to be popular with their targets. In addition, Rao (2015)
claims that employees who show a positive impression benefit socially in many
ways. Social incentives depend on the actor's ability to convince the target that they
possess certain traits (Schmidt; 2015).

2.5.2. Getting a Permanent Job

Due to the large pool of potential competitors, impression management can
serve as a ticket to permanent employment; a aim that the majority of casual
workers pursue (Roulin, 2014; Gardner, 2018). According to Koopman (2021), the
prospect of a permanent job offer motivates atypical workers to regulate their
impression (Al-Shatti and Ohana, 2021). Kang et al. (2012) also state that effective
self-presentation is crucial to obtaining and keeping a permanent job. According to
Kang et al. (2019), impression management correlates favourably with internal
quantitative and qualitative employability, which motivates employees to prove
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their worth and contribute to their current company. In addition, a study by
Wittekind (2017) has shown that employability strategies supported by external
quantitative and qualitative perceived employability can lead to a supply-demand
dynamic that benefits employees and can ultimately lead to them being hired for
better positions.

2.5.3. Performance Evaluation

Employees are more likely to process impressions if they desire a permanent
position or a better performance review (Krieg et al., 2018; Terracciano, 2017).
According to the principle of goal relevance, employees are more inclined to
regulate their perceptions if they have some influence on the outcomes they want to
achieve (Houston et al., 2018). According to Chawla (2021), managing impressions
is a critical emotional concern in the performance review. Managers regulate
workers’ access to crucial benefits such as favourable performance evaluations and
therefore the impression their managers has of them is crucial (Tarraf, 2018).
Researchers have documented various impression management strategies used by
employees to improve their performance appraisals. These strategies include
raising performance standards in public (Ferris and Porac, 2017), offering
justifications and regrets for substandard work (Eagly and Acksen, 2016; Wood
and Mitchell, 2019; Adagbabiri and Okolie, 2019), and attempting to salvage one's
reputation after a poor appraisal (Eagly, 2019; Schneider, 2018).

2.5.4. Promotion

In the internal labour market, impression management is known to create job and
promotion opportunities (Arif et al., 2011; Olatunji et al., 2021). Hazer and Jacobson
(2013) found that promotion, internal employability and self-presentation are
positively correlated. Imran (2011) claims that both permanent and non-permanent
workers often control their impression in order to move up. Similarly, Klotz (2014)
claims that employees who want to be promoted usually need to create the
impression that they are intelligent, committed and promising for their employers.

3. Research Methodology

3.1. Research Paradigm

In order to understand and appreciate casual workers' narratives about their
reasons for impression management in the global company in Zimbabwe, the
researchers opted for an interpretivist research philosophy. This philosophy
enabled the researchers to capture the subjective interpretation of casual workers'
reasons for impression management. The researchers also utilised the interpretivist
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paradigm because it has the same philosophical underpinnings as the qualitative
methodology used in this study.

3.2. Research Approach

The researchers used a qualitative research methodology. According to Myers
(2013), a qualitative technique enables researchers to understand people's actions
and behaviours. Using a qualitative research approach, the researchers were able to
investigate the motivations of the study participants for using impression
management in the global case company in Zimbabwe.

3.3. Research Setting

This study was done at a global organisation in Zimbabwe, which employs
people from local, national and international labour markets, making the case
organization a multi-ethnic site. The study site is easily accessible due to its
proximity to a major railway line and major main road.

3.4. Population and Sampling

The study population consists of all casual workers in a global firm in
Zimbabwe. The researchers used a non-probability sample. The casual workers
who were most suitable and available for this study were selected using purposive
sampling. The purposive sampling method was utilized in this study because it
allowed the researchers to select representative participants with appropriate
experience in relation to the topic under study.

3.5. Sample Size

Researchers usually categorize qualitative studies as studies with a small sample
size, between one and thirty people. Nevertheless, the sample size was determined
by the researchers according to the principle of data saturation. The researchers
reached data saturation after conducting ten interviews. This therefore means that
the researchers specifically selected a total of ten research participants. A
prerequisite for participation in the study was casual labourers who had been
working for the global firm in Zimbabwe for at least five months.

3.6. Data Collection Procedures

After agreeing to take part in this study, the study participants were called to
arrange an appointment for a personal, semi-structured interview. According to
Rabionet (2014), face-to-face semi-structured interviews allow researchers to
discuss topics related to the study questions. Ten people working as casual
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labourers were interviewed by the researcher. The interviews were conducted in
locations that were convenient for the study participants. The duration of the
interviews ranged from ten to twenty-four minutes.

3.7. Data Analysis

The researchers used thematic analysis to identify and analyse recurring themes in
the collected data. The computerised qualitative analysis system NVivo supported the
researchers in the thematic analysis. Buetow (2010) argues that thematic analysis
allows the researcher to identify important themes and patterns that regularly emerge
from the data. In analysing the interview data, the researchers also adhered to Braun
and Clarke's (2006) six-phase framework for thematic data analysis. The steps that the
researchers took in analysing the data are shown in Table 3 below.

Table 3: Thematic analysis stages

Description of the ste

1. Becoming familiar with the [} -Reading and re-reading transcripts to become
data familiar with the data and its content.

2. Generating initial codes -After reviewing the interview responses, relevant
codes were created in light of the participant's
comments.

-Organising information into segments of text and
writing a word that represents a category (codes)

3. Searching for themes -Different codes were grouped together under broader
themes, and separate themes were generated in certain
cases

4. Reviewing themes -Themes were reviewed to make sure they represent
the code-Themes were refined and themes that share
same meaning were combined

5. Defining and naming themes [} -Names were given to final themes identified
-Themes were defined according to their meanin

6. Producing the report -Quotes from interviewees were used to support the
themes presented in the findings section.
-Themes were aligned to the study objectives and
literature

Source: Braun and Clarke (2006)
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3.8. Strategies to ensure data quality and integrity

The researchers ensured research rigour by using the criteria of reliability,
credibility, transferability and confirmability described by Lincoln and Guba
(1986). Table 4 below shows the strategies used to measure trustworthiness
and the strategies used to ensure data quality and integrity.

Table 4: Strategies to ensure data quality and integrity

! Criteria I Strategies used

Credibility -Peer debriefing
- prolonged engagement with the
participants

Transferability -Data saturation
-providing thick description of the
interviews

Confirmability - Results of the study were interpreted
without the influence of researchers’
personal opinions.

Dependability -Compilation of rich description of
research method and process

Source: Authors’ fieldwork

3.9. Ethical considerations

The research participants were informed about the objectives of the research
and their rights as participants. Participants in the study were also given the
assurance that their participation was completely voluntary and they could
withdraw at any moment. Finally, study participants were informed that their
identity and confidentiality would be protected using pseudonyms.

3.10. Profiles of research participants

Participants in this study were identified by the letter "IM". The research
participants' experience, qualifications and interview length are summarized in
Table 5 below.
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Table 5: Participants’ profiles

No. Age Sex Experience Highest Interview
Qualification time
1 20 F Smonths A level 15mins
certificate
I N
3 27 M 13months Bachelor’s 17mins
degree
S I S I S
5 29 M 1 1months Bachelor’s 10mins
degree
33 M 48months Master’s 24mins
degree
7 30 F 24months Bachelor’s 20mins
degree
32 M 36months Bachelor’s 21mins
degree
19 F 7months O level 12mins
certificate
4. Findings

After face-to-face semi-structured interviews were carried out, three broad
themes emerged as shown in Table 6 below.

M1
M2
M3
IM4
IM5
M6
IM7
IM8
IM9

m

Source; Authors’ fieldwork
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Table 6: Themes and sub-themes

Getting a better job -Landing a better job
-Getting a permanent job
-Promotion

Increase in social and economic capital -Salary increment
-Positive image
-Getting extra rewards
Performance appraisal evaluations -Better performance evaluations
-Good performance appraisal rating
-Better performance score for promotion

Source; Authors’ fieldwork

4.1. Theme 1: Getting a Better Job

Most research participants stated that they use impression management to
improve their chances of getting hired by the global firm in Zimbabwe. The
responses of the participants are displayed in this regard in Table 7.

Table 7: Participants’ quotes on getting a better job

m ‘Impression management is the best way to get a permanent job here’

m ‘Appearing competent is the only way to contract renewal’

M5 ‘Impression management and being promoted work hand in hand here
my brother

IM6 ‘It’s hard to get a permanent job, so | try impression management to
convince my superiors to give me a fulltime job’

I

M7 “Considering the precarious nature of my contract, | don’t have an
option but to pretend as a dedicated worker. The ultimate goal is to get
a promaotion or contract renewal’

M8 ‘Tinengetichidakutitigarepabasa, (The goal is to have a number of
contract renewals)’

Source: Authors’ fieldwork
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As demonstrated above, the majority of research participants stated that they
used impression management in an effort to improve their employment prospects.
They talked of getting a promotion, a permanent employment, and a better job.

4.2. Theme 2: Social Capital and Economic Gains

The results of the study show that eight of the ten research participants
identified gaining social capital and economic gains as their motive for engaging in
impression management. Their related quotes are presented below.

e ““‘Showing your positive image at work means you will be in good books with
your supervisors.” (IM1);

e “As a casual worker you need favors from your bosses in terms of getting
extra rewards through overtime, so the best is to appear good and dedicated
in their eyes.” (IM2);

e “If you appear to be competent, there is room for contract renewal or
promotion. Once promoted it then means salary increment.”” (IM3);

¢ ‘Impression management helps me to gain social capital and being loved by
my bosses.” (IM5);

o “Supervisors will always consider you first for better job opportunities if you
appear to be dedicated. Better job opportunities mean getting extra
incentives.” (IM7);

e “There is positive correlation between impression management and social
capital.”’(IM8)

e ‘“‘Baba totoita yose yosekutiufarirwepabasanevakuruvedu ava,
kuitirakutipakamuka something
ndiweunopihwazvobvazvatofambapanyanyadzehomweidzi. (Impression
management improves your financial position through promotion or
contract renewals).” (IM9); and

e ““‘Showing your positive image at work goes hand in hand with getting extra
rewards through contract renewals.” (IM10).

4.3. Theme 3: Performance Appraisal Evaluation

The underlying commonality for the research participants is that impression
management enables them to get positive performance evaluation at the case global
firm in Zimbabwe. Research participants believe that impression management
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fosters better performance evaluations and performance appraisal ratings. For
example, IM3 stated:

“l want a positive performance rating. Performance ratings are used for
contract renewal and promotion.”

IM4 and IM7 shared the same sentiments, stating:

‘It’s difficult to get a promotion if your performance appraisal ratings are
low, so we use impression management to make sure we get positive
performance ratings’.

IM8 and IM9 revealed that they engage in impression management to improve
performance rating for promotion. In this regard, IM8 remarked:

“Tozviitirakutitinzitoshandazvakanyanya then we improve performance
ratings for promotion.”

5. Discussion of the Findings

The aim of this study was to explore the reasons why casual workers in a global
organisation in Zimbabwe engage in impression management. Three themes
emerged from the quotes of the study participants, namely getting a better job,
better performance appraisal and increased social and economic capital. The
following section contains a discussion of the themes and sub-themes that emerged
from the study.

5.1. Getting a Better Job

A number of research participants revealed that they engage in impression
management with the aim of getting a better job at the case global firm in
Zimbabwe. These participants identified the desire to get more job opportunities
within, limited permanent position prospects and desire for promotion and getting a
permanent job as factors which induce them to manage their impressions at work.
In this regard, IM6 stated; ‘It’s hard to get a permanent job, so | try impression
management to convince my superiors to give me a fulltime job’.

Kang et al. (2012) support the above viewpoints and state that impression
management can serve as a ticket to permanent employment. Similarly, a study by
Wittekind (2017) has shown that impression management, supported by an external
quantitative and qualitative perceived employability, can lead to a dynamic
between supply and demand that is favourable to workers and can eventually get
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them into better jobs. In another study by Al-Shatti & Ohana (2021), it was found
that the motivation for impression management among atypical workers is the
possibility of a permanent job offer.

5.2. Increase in Social Capital and Economic Gains

Some participants indicated that they engage in impression management in
order to increase their social capital and have economic gains. These participants
indicated that positive image generated from impression management help them to
get extra income which comes with new job opportunities offered to them within
the organisation. Seconding the above statements is IM2, who has this to say; “As
a casual worker you need favors from your bosses in terms of getting extra rewards
through overtime and new job opportunities, so the best is to appear good and
dedicated in their eyes.”

The perspectives of IM2 are in line with a study by Schlenker (2000) which
showed that workers engage in impression management to strengthen social
relationships and be liked by their targets. In addition, Rao 2015) posits that if
workers make favourable impressions, they may gain many social rewards from
their targets. In contrast, Leary (2019) posits that workers who frequently use
impression management to gain social capital run the risk of being seen by others
as sanctimonious and hypocritical.

5.3. Performance Appraisal Evaluations

A total of eight of the ten research participants indicated that they engage in
impression management in order to get positive performance appraisal evaluations.
These research participants identified the need to have high performance appraisal
ratings which are used for promotion and contract renewal. In this regard, IM7
said: ‘It’s difficult to get a promotion if your performance appraisal ratings are
low, so we use impression management to make sure we get positive performance
ratings’.

IM7 aligns with Krieg et al., (2018)’s sentiments that the motivation to manage
impressions increases when workers want to achieve a job or achieve a better
performance evaluation. Similarly, Chawla (2021) argues that impression
management is a central psychological issue in the performance appraisal process.
In addition, Tarraf (2018) argues that supervisors control employees’ access to
important rewards such as positive performance ratings and as such their
supervisor’s impressions of them are critical.
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5.4 Contribution of the Study

This study makes both a theoretical and a practical contribution by giving fresh
insights into the reasons why casual workers engage in impression management.
Employers should understand the motivations for impression management and
identify organisational factors that encourage impression management behaviours.
For casual employees, projecting the appropriate image is essential to their success
in both their professional and personal lives. This study would also make
employees aware that if impression management behaviours are known to
managers and are detrimental to the company, the good reputation that was built
through earlier impression management will be damaged, and the overall loss will
be greater than the gain.

6. Limitations and Direction for Future Studies

The study had certain shortcomings. The researchers sought to understand the
unique motivations for practising impression management. Therefore, the study
only included casual workers and the results cannot be generalised to workers with
other types of contracts. Our specific research site, a global firm in Zimbabwe,
raises questions regarding the generalisability of the study’s findings to other
global companies in Zimbabwe. This qualitative study utilised semi-structured
interviews which have a number of limitations in terms of the research. A
quantitative or mixed methods research approach might have helped to clarify
further the findings of the study. Future studies investigating the reasons why
casual workers engage in impression management should strongly consider gender
as a moderating element. In addition, future research needs to look more closely at
how effective impression management is in achieving the goals of casual workers.

7. Conclusion

The ability to impress superiors is vital for workers who intend to reduce job
insecurity, achieve career growth and better employment opportunities. The study’s
findings show that in the face of work insecurity, casual workers seek alternative
ways to reduce the threat of impression management. In summary, casual workers
in the global case firm in Zimbabwe engage in impression management to see more
employment opportunities, receive positive performance appraisals, and get better
work opportunities in the labour market. The study recommends managers to
encourage staff members to make true impressions that are advantageous to the
company, and forbid workers from managing impressions when doing so is
counterproductive.
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Abstract

The study examined teleworking and employee’s brand ambassador using
academic staff of Ogun State Institute of Technology, Igbesa as a focus. The
research population was 136, and the sample size was 102 staff of the total
population which consisted of both senior and junior staff. Multistage
sampling technique was adopted in this study; which was stratified and simple
random sampling techniques. A total of 102 copies of the questionnaire were
administered while a total of 98 copies of the questionnaire were received
from respondents and 95 copies were valid for data analysis. The 10-items
measuring instruments were tested using test-retest reliability by administering
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the test once and then administering the same test again three weeks after the
first administration. The hypotheses formulated for the study were analyzed
using Pearson Correlation Analysis. The findings revealed that teleworking
had significant positive relationship with employee’s brand ambassador (r —
statistics 0.611), P — values (0.000). The study recommended that managers
should encourage teleworking among their employee so as to improve the
organization’s brand.

Keywords: Employee’s Brand Ambassador, Employee’s Engagement,
Teleworking.

JEL Classification: M10, M14, M19

Introduction

The concept of teleworking and its relationship with employee’s brand
ambassador has its root in 1947 in England, when Fernandez-Rios discovered that
employee’s commitment to work; in form of brand ambassador were on the decline
while working through telecommunication or virtual technologies. Therefore, his
attempt to strike a balance between work-life balance and issue of employee’s
commitment to work through employees’ brand ambassador led to the introduction
of telecommunication as a form of work flexibility. The introduction of this
teleworking in organizations offered the workers to attend to their family issues
and perform their jobs effectively within the allotted time frame [Berlin & Kerl,
2017]. In consonance with the social and economic changes of the world; such as
COVID-19 pandemic, this also translated into changes in different organizations as
well. The pandemic led to re-introduction of teleworking as means of work
flexibility [Sladjana & Sanja, 2021.

Tapas and Regina [2021] opined that organization’s practices, including non-
standard work arrangements, and the use of technology and automation, are going
through substantial changes globally. In addition to this, the demographic,
technological, and economic changes that have been molding the ways work is
organized seem more pronounced than immediate past. Moreover, Noorliza and
Muhammad Hasmi [2019] stressed the changing nature of organization and the
quest for operational excellence had made businesses to yearn for superior skills,
enhanced efficiency and improved work-related-attitude necessary for achieving
competitive advantage in the industry. Fowler [2018] concurred that, the
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difficulties in striking a balance between work requirements and meeting family
responsibilities made most organizations to adopt teleworking as a strategy in
addressing work—life balance.

In the view of Barredo and Mahon [2007], working for a long period of time
with a computer, especially at home, is associated with a sedentary lifestyle, static
and constraining posture, repetitive movements and extreme positions of the
forearm and wrist; which can be viewed as the side effects of work flexibility.
Work life imbalances and work-related stress among employees of different
organizations have been discussed in different academic journals. Therefore,
teleworking can be used as a panacea to the employee’s work-related stress and
employee’s work-life imbalances [Chinedu & Amadi, 2018].

Moreover, Ogun State Institute of Technology, Igbesa was chosen as a case
study, because of her adoption of teleworking modality during the COVID-19
pandemic where majority of the semester lectures during that period were done
through technological means, which eventually won her an academic award, as
showed by [www.nigeriannewsdirect.com]. The teleworking policy and of the
organization eventually contributed to such award; in view of this, the study is
informed to determine the relationship of teleworking and employee’s brand
ambassador. Therefore, the major objective of the study is to examine the
relationship of teleworking and employee’s brand ambassador among Academic
Staff of Ogun State Institute of Technology.

The following research question was formulated for the study:

1. Is there any significant relationship between teleworking and employee’s
brand ambassador among Academic Staff of Ogun State Institute of
Technology?

In order to test the above relationship between the variables, the following

hypothesis was formulated for the study:

HO,: Teleworking is not having any significant relationship with employee’s
brand ambassador among Academic Staff of Ogun State Institute of
Technology.

Literature Review

Teleworking
Bonacini, Gallo and Scicchitano [2021] asserted that teleworking in 2020 is
more relevant than ever. The COVID-19 pandemic led to 46.6% of people
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engaging in teleworking in April 2020 alone, 86% of whom reported ascribed this
to the global pandemic. According to them, commentators suggested that a new
normal of remote working has been established.

In the view of Green, Tappin and Bentley [2017], many terms have been used to
describe teleworking, such as; telecommuting, home working, anywhere working,
e-work, distributed work arrangements, virtual work and mobile work.
Teleworking refers to the organizational practice where any form of work which
could have been performed within the organization’s premises is done by an
employee outside these premises on a voluntary basis with the aid of information
and communication technologies. In the opinion of Feeney and Stritch [2019]
teleworking in the public sector has been viewed as an innovation to address
crucial problems of modern workplaces. It is proposed as a means to enhance
work-life balance. According to Georgescu, Gherghina, Duca, Postole and
Constantinescu [2021], teleworking is an alternative of labour relations, having
positive benefits for individuals and society, although some organizations do not
enthusiastically implement it. Empirical analysis proves that there are some positive
connections between teleworking and organizations’ results. Teleworking improves
employee’s engagement and facilitates the reach for performance. They also affirmed
that teleworking could provide relevant fuel and offices spaces saving, reduction of
carbon emissions; it also improves productivity and responsibility.

Employee’s Brand Ambassador

Employee’s brand ambassador is an emerging concept in today’s scenario. It is
an effective and innovative tool to shape the behavior of employees for their daily
activities and it promote employee’s engagement, performance and identity in the
organization. Employee’s branding is a concept where organization transforms the
employee into brand ambassador of the organization so as to attract customers and
other business opportunities as well. Employee’s brand ambassador is an effective
and creative tool used to encourage employee’s performance and engagement in
the organization. Organization is sustained when employee communicate with the
outside people, in a manner that will project the image of the organization in
positive forms [Mala Sharma, 2022]. Meanwhile, Sakka and Ahammad [2020]
postulated that employee’s brand ambassador behavior is developed through a
well-structured bi-directional communication channel, facilitating the exchange of
information about the brand core values between an organization and internal
stakeholders.
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Wassler, Wang and Hung [2019] viewed employee’s brand ambassador as a
congruent behavior expressed by a person who is emotionally connected with the
brand to the extent of living the brand through imbibes brand values as his values.
It is a behavior expressed by a person who has long-term personal experiences on
what the brand does; what the brand stands for and ready to position self as the face
of the brand.

Teleworking and Employee’s Brand Ambassador

Employee’s brand ambassador has a theoretical root on positive word of mouth.
Traditionally, employee’s brand ambassador was defined as forms of behaviors
expressed by an individual who advocates for the brand through positive word of
mouth recommendations and communications. This means that a person who is an
ambassador of the brand is committed to the brand, hence motivated to support the
brand by engaging in positive word of mouth recommendations and
communications through virtual means or through telecommunication [Ghasemi,
2019].

As organizations build their brands, the impact of teleworking towards
employee’s brand ambassador is becoming increasingly important. At the same
time, employees are becoming increasingly empowered to voice their opinions on
employer review sites and post work-related content on social media such as
Twitter, WhatsApp, Facebook, Instagram, TikTok etc. This has given rise to
employee influencers, which manifests as employees influencing consumers’
perceptions, employees influencing other employees’ perceptions towards the
brand, employees’ co-creating value and employees championing the brand
[Donna, Jenna & Janice, 2021].

Theoretical Background

Attribution Theory

One of these theories underpinning this study is attribution theory, which was
propounded by Fritz Heider in 1958. According to the theory, it tends to
demonstrate how an individual interpreted an event and how such event relates to
the thinking and behavior of such individual. The theory affirmed that teleworking
may have different effects which are dependent on the extent to which managers
form organization-related and self-related attributions for employees’ use of
teleworking arrangements [Vivien, Kalu & Victor 2021].

371



Annals of Spiru Haret University.

Economic Series
Since 2000

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

Research Methods

The study was carried out using survey research design. The population
consisted of 136 Academic staff of Ogun State Institute of Technology, Igbesa,
Ogun State, Nigeria. This study focused on the population of the entire Academic
staff of the organization. According to Registry Unit of the organization (2021), the
total population of Academic staff was 136. The breakdown of the staff is shown in
table 1. The population consisted of 136 Academic staff which consisted of senior
staff and junior staff category. The senior staff category included; senior lecturers,
principal lecturers and chief lecturers’ cadre. While the junior staff category
included; technologists, assistant lecturers, lecturers ranging from lecturer one to
lecturer three.

Table 1: Distribution of Academic Staff of Ogun State Institute
of Technology Igbesa, Ogun State

Staff level Frequency Percentage
Senior Staff 34 25
Junior Staff 102 75

Total 136 100

Source: Field survey, 2024

In order to get the appropriate sample size, the researcher employed the Taro
Yamane (1967) Sample Size determination formula. Sample size selected was 102
respondents, which is shown as follows:

_ N
1= TiN ()2
Where: n = Sample size, N = Total population, e = Error Margin (0.5%),

136 136 136
N = - n = n =
1+136(0.05)2, 1+136(0.0025), 1.34,

n= 102

Moreover, due to the fact that the population consisted of different categories of
group of staff, the study adopted multistage sampling techniques (stratified and
simple random sampling techniques).

Having gotten the sample size through Taro Yamane as shown in previous page,
the study further adopted the following formula so as to determine each group
sample size:
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CN 119
cn = N XI

Where: cn = Estimated participant per allocation per each segment, CN =
Population per each segment, N = Total population of the study, n = sample size of
the study

cn = CN/N xn/1

Where: cn = Estimated participant per allocation per each segment,
CN = Population per each segment, N = Total population of the study,
n = sample size of the study.

Senior Staff

cnz—x »cn:—XIOZ» < cn=26

Therefore, senior staff sample of the study is 26

Junior Staff

102 .
= — >< » = » .o =
cn N 1 cn 136 102 cn=76

Therefore, junior staff sample of the study is 76

Thus, from the above analysis, 26 respondents were selected from the senior
staff categories, while a total of 76 respondents were selected from the junior staff
category, which were 102 in total, which is in accordance with the sample size
figure realized through Taro Yamane sampling size determination formula.

Questionnaire Administration

Data collection was done using questionnaire administration. Moreover, 102
copies of questionnaire were distributed, while 98 copies were retrieved and 95
copies were valid for usage. The questionnaire was divided into two sections.
Section A solicited for information on respondent’s bio-data, while section B
focused on teleworking and employee’s brand ambassador among Academic staff
of Ogun State Institute of Technology with six (6) point Likert -type rating scale
for measuring data. The items had six-point scale of strongly agree, agree, partially
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agree, partially disagree, disagree and strongly disagree with corresponding value
of 6, 5, 4, 3, 2 and 1 respectively. The instrument for data collection was 10 items
questionnaires which were adapted. Instruments on teleworking made up of 5 items
was adapted from Viviane, Allain and Rosette (2001), Sandi and Lynn (2003).
While instruments on employee’s brand ambassador made up of 5 items was
adapted from Mala Sharma (2022), Luca and Alessandra (2018). This study
adopted test-retest reliability survey, which was administered to the respondents
twice between two to three weeks interval in order to determine reliability of the
measuring instruments, and coefficient of the test-retest value was 0.71.

The instrument was validated by an expert in the Department of Business
Administration, Lagos State University. For the purpose of this study, the face and
content validity of the instrument was carried out by presenting a copy of the
intended instrument to some experts before the actual administration. Moreover,
Cronbach Alpha coefficient test was used to determine the mean reliability
coefficient, with the aid of Statistical Package for Social Science (SPSS), version
25, the Cronbach Alpha test result for the instruments is shown in table 3.2, which
is 0.723 and it implied that it is an acceptable value based on some scholars’ views,
who opined that any value above 0.7 is an acceptable reliability statistic.

Table 2 Reliability Statistics
Reliability Statistics

Cronbach's N of
Alpha Items
723 10

Source: SPSS version 25

Analysis of Demographic Information of Respondents

Personal information of the respondents were analysed in this section and they
contain information on the gender, age, marital status, educational qualification and
working experience. The analysis of the demographic was done using percentages.
This is shown in table 3
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Table 3. Demographic Information

Frequency | Percentage (%)

Gender Male 52 54.74
Female 43 45.26

Marital Status Single 23 24.21
Married 70 73.68

Divorced 2 2.11

Age 0-30 years 16 16.84
31-50 years 69 72.63

51 years above 10 10.53

Educational Qualification | HND/B.Sc/B.Ed 23 24.21
PGDE/M.Sc/M.Ed 71 74.74

Others 1 1.05

Working Experience 0-5 years 28 29.48
6-10 years 18 18.94

11-15 years 30 31.58

16 years above 19 20

Source: Field survey, 2024

From the demographic information table, 54.74% of the respondents were males
while 45.26% of the respondents were females, hence majority of the respondents
were male. Also, 73.68% of the staff were married, while 24.21% were single and
2.11% were divorced, therefore majority of the respondents were married. In
analysing the age of the respondents, 16.84% falls within the age range of 0-30
years, while 72.63% falls between 31-50 years and 10.53% falls above 51 years. In
analyzing the level of education, 24.21% of the respondents were HND/ B.Sc/B.Ed
holders, while 74.74% were PGDE/ M.Sc/ M.Ed holders, while others were 1.05%.
Hence, there is high literacy rate among the respondents. As regards the working
experience, 29.48% of the staff had less than 5 years working experience, 18.94%
falls between 6-10 years working experience, 31.58% ranged between 11-15 years
and 20% falls between 16 years and above.

Test Of Hypothesis

Hypothesis One

Teleworking is not having any significant relationship with employee’s brand
ambassador among Academic Staff of Ogun State Institute of Technology.
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Table: 4.: Correlation Result of Hypothesis One

Correlations
Employee’s Brand
Teleworking Ambassador
Teleworking Pearson Correlation 1 6117
Sig. (2-tailed) .000
N 95 95
Employee’s Brand Pearson Correlation 6117 1
Ambassador Sig. (2-tailed) .000
N 95 95
**_ Correlation is significant at the 0.01 level (2-tailed).

Source: Author’s computation (2024)

The correlation analysis of table 4 showed the strength and direction of
relationship between teleworking and employee’s brand ambassador. From table
4.1, the Pearson correlation coefficient between teleworking and employee’s brand
ambassador was 0.611, it showed a positive relationship between the two variables
and it indicated the impact of teleworking on employee’s brand ambassador.
Therefore, the null hypothesis was rejected. In view of this, teleworking has
significant relationship with employee’s brand ambassador.

Discussion of Results

The correlation analysis of table 4 showed the strength and direction of
relationship between teleworking and employee’s brand ambassador. From table
4.1, the Pearson correlation coefficient between teleworking and employee’s brand
ambassador was 0.611, it showed a positive relationship between the two variables
and it indicated the impact of teleworking on employee’s brand ambassador.
Therefore, the null hypothesis was rejected. In view of this, teleworking has
significant relationship with employee’s brand ambassador.

Conclusions

Having analyzed the data and tested the hypotheses using Pearson Correlation
analysis, the following findings were made. The result of the first hypothesis
showed that, there was a significant positive relationship between teleworking and
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employee’s brand ambassador which is in consonance with the findings of Lopez,
Erro-Garces, Pinilla-Garcia and Kiriakou (2021) who investigated the effects of
innovation, digitalization and teleworking processes that have occurred because of
the coronavirus crisis. They found out that COVID-19 has accelerated a process of
digitalization that has produced relevant and new changes within an organization.
In view of the above study, it was recommended that organizations should
encourage teleworking and virtual working means among their employees so as to
improve organization’s brands and images. Moreover, teleworking methodology
can also be adopted so as to inspire the employee to show-case the organization’s
brand while working through telecommunication mediums. In addition to this,
managers should endeavor to provide all necessaries infrastructures that will foster
teleworking within the organization. Every research has several limitations
associated with it. As a result of this, some limitations were identified in course of
the research:

i. The study examined teleworking among the academic staff of higher
institutions, further studies can be carried out which can be extended to the
non-academic staff of higher institutions.

ii. There was a problem of measurement of teleworking as regards time frame;
there was problem in defining the specific time frame of work hours, as
regards teleworking.

iii. Future study should conceptualize boundaries of teleworking and home
working.
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1. Introduction

“Mathematical modeling” is thought as a very important research area in
modern economics [Samuelson, 1947]. It is an extremely theoretical and analytical
research that covers many areas of sociology, such as economics, social science,
psychology, behavioral science, political science, etc. [Zheng & Liu, 2022].
Mathematical modeling of utility maximization is necessary to find accurate outcome
in sensitivity analysis [Gauthier, 1975]. In economics, Lagrange multiplier analysis is
a popular mathematical policy [Islam et al., 2009a; Mohajan, 2021b].

The economic condition is such that after the use of commodities, can able to
satisfy wishes of humanity is considered as utility [Bentham, 1780]. Utility is an
important and fundamental concept in modern economics [Fishburn, 1970]. The
idea of utility is settled in economics during the 18" century by philosophers
Jeremy Bentham (1748-1832) and John Stuart Mill (1806-1873) (Bentham, 1780].
They have realized that utility can raise or reduce the total happiness [Read, 2004].
Activities of utility indicate that citizens of the society try to find maximum
satisfaction from their buying materials. Producers in the society always depend on
the consumer’s satisfaction of their products [Kirsh, 2017]. Throughout the study
mathematical calculations are given in some details.

2. Literature Review

In any research, the literature review indicates works of former researchers
considers their prevailing facts [Polit & Hungler, 2013]. Charles W. Cobb (1875-
1949) and Paul H. Douglas (1892-1976) obtains a function related to industrial
production [Cobb & Douglas, 1928]. John V. Baxley and John C. Moorhouse
analyze the optimization policy [Baxley & Moorhouse, 1984]. Well-known
Professor Jamal Nazrul Islam (1939-2013) and his collaborators work on utility
maximization policy in mathematical economics [Islam et al., 2010, 2011]. Pahlaj
Moolio and his associates show the optimization with detail mathematical analysis
[Moolio et al., 2009]. Lia Roy and her partners discuss the cost minimization with
detail mathematical presentation [Roy et al., 2021].

Devajit Mohajan and Haradhan Kumar Mohajan work on profit maximization
area, and they have revealed mathematical operations very elaborately [Mohajan &
Mohajan, 2022a-d]. Later, Jannatul Ferdous and Haradhan Kumar Mohajan take
endeavors for solving optimization relations [Ferdous & Mohajan, 2022]. Recently,
Sabo Nelson Pandi and his colleagues have displayed lifetime utility maximization
structure [Pandi et al., 2022].
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3. Research Methodology

Research is a systematic inquiry to achieve new knowledge with the existing
evidences. It tries to remove existing mistakes and misconceptions, and adds new
knowledge with the present stock of knowledge [Pandey & Pandey, 2015].
Methodology is the scientific actions, techniques and instruments, and also a
guideline to perform an acceptable research. It supports the new researchers to
accomplish better research [Kothari, 2008]. Research methodology is a way for
thoroughly solving the research activities (Legesse, 2014). A researcher faces
numerous problems during data collection, statistical designs, and finally to prepare
a seminal research work [Mohajan, 2011, 2012b,c, 2013a,b,c, 2014, 2017b,d.e,
2018a,b, 2020, 2021f1].

We have started the paper with four commodity variables: M,, M,, M, and

M, to predict in the economic optimization on the basis of the results of

e . . e .. 0 oA
sensitivity analysis. We have discussed sensitivity analysis using a—ﬂ', 6—2, etc.
P Oy
[Mohajan & Datta, 2012]. We have prepared this paper by consulting the books of
famous authors, journals, handbooks, theses, and by taking the help from the

internet, websites, etc. [Mohajan & Mohajan, 2023a-0].

4. Objective of the Study

Principal objective of the article is to discuss economic predictions among
Lagrange multipliers and commodity prices during utility maximization
observation. Some more subsidiary objectives are;

¢ to demonstrate the mathematical thoughts accurately,
e to give the economic predictions properly, and

e to encourage the young researchers in mathematical economic modeling
research areas.

5. A Mathematical Model for Utility
To work on economic predictions we consider that there are only four

commodities in the society, such as M,, M,, M;, and M,. Let a person buys

m,, m,, m;, and M, quantities from these four goods M,, M,, M,, and M,,
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respectively. The utility function is [Islam et al., 2010; Mohajan & Mohajan,
2022b],

U(m],mz,m3,m4)=m1m2m3m4. (1)
The budget constraint will be,
B(mlamzamsam4): pm, + p,m, + p;m; + p,m, (2)

where P;, P,, Py, and P, are the prices of per unit of goods M, m,, m,, and
m, , respectively. The coupon constraint is,

(m,,m,,m,,m,) = z,m, + z,m, + Z,m, + z,m,, 3)
where 7,, 7,, m,, and 7, are the coupons necessary to purchase a unit of
commodity of m;, m,, m,, and m,, respectively.

Now we use relations (1) to (3) to present Lagrangian function
A(m,m,,m;,m,,A,4,) for Lagrange multipliers A, and A, as [Baxley &
Moorhouse, 1984; Ferdous & Mohajan, 2022],

A(m19m2’m3am4a219/12): m,m,m,m, +/11(B - pm = p,m, — psm; — p4m4)
+22(H_771m1 —7T,M, —725M, _7[4m4)'

“)
Now we apply techniques of calculus in (4) to find [Islam et al. 2010; Mohajan &
Mohajan, 2022c];

B.=p. B,=p,.B;=p;, B, =p,;

I, =n,11,=m,, Il,=m, Il,=m,; 5)
Ay =0, A=Ay =mm,, Ajy=A; =m,m,,

A=A, =mmy, Ay =0,A,=Ay, =mm,,

A24 = A42 =mm,, A33 =0, A34 = A43 =mm,, A44 =0, (6)
where oB =B,, oB =B,, o =11, a—H:Hz, a—A:Al, a—A:A32,
om, om, om, om, om, om,om,

0*A

ot =A,,, etc. are partial differentiations of multivariate functions. We have the
m2
bordered Hessian [Islam et al., 2011a; Mohajan & Mohajan, 2022c],
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0O 0 -B -B, -B, -B,
0 o0 -II, -1, -II, -II,
- Bl _Hl A11 A12 A13 A14

H|= : (7)
- Bz _Hz A21 Azz A23 A24
o Bs o H3 A31 A32 A33 A34
- B4 - 1_14 A41 A42 A43 A44
Simplify (7) we obtain [Mohajan & Mohajan, 2023a];
H|=-2p,p,7,7,<0. (8)
We obtain Lagrange multiplier 4, > 0 as [Mohajan & Mohajan, 2023b],
moz, —m
Ay =mym, —A 2 ©)
TPy — 7, Py
where 7, P, # 7, ;.
We find A4, >0 as [Mohajan & Mohajan, 2023¢],
mp, —m
/12 =mym, M (10)

TP — 7P,
where 7,p, — 7, P, #0.
For m;, m,, m;, m,, 4,,and 4, interms of p,, P,, P;, Py, 7y, 7, 75, 7y,

0 oA A m m
B, and I1, we can find /L, z ., 6/11,82,...,8‘,...,8',...,
op, op, or, Or, op, or,
o4, o4, ) .
6_B , ..., —, etc., [Islam et al., 2011; Mohajan, 2021c]. Also we have [Mohajan,

2021b; Mohajan & Mohajan, 2023c¢];
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O 0 -B -B, -B, -B,

0 o -I1, -II, -II, -II,
-B -II A A A A
J=H= | 1 11 12 13 14 (11
- Bz - Hz A21 Azz A23 A24
- B3 - H3 A31 A32 A33 A34

- B4 - 1_[4 A41 A42 A43 A44
which must be non-singular. Now we apply “The Implicit Function Theorem” as
[Moolio et al., 2009; Islam et al., 2010];

A

=G(p1’ P,, p3,p4,71'1,7r2,7r3,7r4,B,H). (12)

R
Now the 6x10  Jacobian matrix for G . regarded  as
a(il’ﬂﬁ’ ml’ m2’ m3’ m4)

Js = , and is presented as [Mohajan,
8(pl, P25 Pss Py, 71y, 705, 703, 704, B, H)
2021a; Mohajan & Mohajan, 2023d],
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(04, 04 04 04 04 04 o4 04 o4 04|
op, o, op, op, oOm oOm, om, omx, 0B oI
oA, 04, 04 04, 04 04 04 04 04, 04,
op, op, op; oOp, Om€ Om, Omy, Om, oB oIl
om, om, om om om om om om om  om
op, op, op; oOp, Ox Ox, Om, Onm, oB oIl
om, oém, om, oém, om, om, om, om, om, om,
op, 0p, Op, Op, Om Om, Omy Om, oB  dll
om; om, om; om; om; om, om, om, om; om,
op, op, op, op, Ox Omy, Omy Om, OB Ol
om, om, om, om, om, om, om, om, om, om,
op, op, op, op, Om Om, Omy Omy, OB Ol

(13)
-m, -m, -m, -m, 0 0 0 0 1 0]
0 0 0 o -m -my -m -m, O 1
__j1 -4 0 0 0 -4 0 0 0 0 0
0 -4 0 0 0 -4 0 0 0 0
0 0 -4 O 0 0 -4 0 0 0
0 0 0 -4 0 0 0 -4, 0 0|
(14)

L

9]

[Mohajan, 2017a; Islam et al., 2009b, 2011],

The inverse of Jacobian matrix is, J ' =—C", where C = (Cij ), and (14) gives
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-m -m, -my -m, 0 0 0 0 1 0
0 0 0 o -m -m, -m -m, O 1
JG——iCT -4 0 0 0 -4 0 0 0 0 0
§j"1o -4 0 0 0 -4 0 0 0 0
0 -4 0 0 -4 0 0 0
| 0 0 0 -4 0 0 0 -4 0 0 |
15)
Now 6x6 transpose matrix C' canbe represented by,
_Cll C21 C31 C4l CSI Cﬁl ]
Cl 2 CZZ C32 C:42 CS2 C62
CT — C13 C23 C33 C43 C53 C63 (16)
C14 C24 C34 C44 C54 C64
CIS C25 C35 C:45 CSS C65
| Cis Cy Cs Cus Cs Cos |

Using (16) we develop (13) as [Mohajan & Mohajan, 2022b];
__mlcll_;tlczl _mzcu_}‘lcu _rn3cll_AIC51 _m4Cll_/11C61 _rnlCZI_//{2C31
_mlclz _A1C32 _mzclz _/11C42 _nBclz _/11C52 _”]4012_/11062 _mlczz _ﬂzcn
_ 1 _m1C|3_/11C33 _mzC13_21C43 _rnSCIS_ACﬁ _m4C13_A1C63 _mICZS _AQCB
“]‘ —MQ4—/71034 _mzcl4_ﬂlc44 —rr13C14—ﬂ1C54 _m4C14_ﬂ1064 _m|C24 _AQCM
_mxcls_/%cﬁ _mZCls_ﬂ‘lC45 _m3C15_11C55 _m4C15_A1C65 _m|C25_/12C35
__mlcm_}HCm _mzcle _/11C46 _mscle _AIC% _m4cl6_/11C66 _mlcze _}’ZC36
_mzC21_/12C41 _m3C21_12C51 _m4C21_ﬂ2C61 Cn CZl

- mzczz - 22042 - nkczz _/12C52 - m4C22 - /12C62 C12 sz

- mzC23 —22C43 o mzC23 _ﬂzcss o m4C23 _22C63 C|3 C23

- mzC24 - /12C44 - mzcz4 _/12054 - m4cz4 _ﬂzcm C14 C24

Css

C26

.(17)

- mzczs _/12C45 - rrkczs _/12C55 - m4C25 _22C65 C15
- mzC26 - ﬂzc% - mzczs _22056 - m4C26 _ﬂZC66 Cl 6
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6. Sensitivity Analysis
Now we try with A, when unit price P, of commodity M, upsurges.

Considering T,; we can write [Islam et al., 2011; Mohajan & Mohajan, 2023c],
0 m
_ﬂq = _I[Cn]"'i[csl]

o, || 9]
m, /11
= mCofactor of C, + mCofactor of C;,
o -Ir, -I11, -II, -II,
m _Hl A11 A12 A13 A14
= m - Hz Azl A22 Azs A24
_H3 A31 A32 A33 A34
_H4 A41 A42 A43 A44

0 -B -B, -B, -B,
0o -I1, -I1, -II, -II,
+|?_| =1, Ay Ay Ag Ay

=M Ay A, Ass Ay
_H4 A41 A42 A43 A44
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< < An An
A.l A2 A3 AM

— (] on <

FEEEE

-1, -0, -I, -II,
A23

3
A21

~I, -II,

_H2

_Hl
’ A31

A24
A44

A22

A33 A34

A32

A42 A43

A41

A44

A42 A43
- A12 - Hs

A41

-B, -B,
~TI, -TI,
A23 A24
A33 A34

— 82
_H2
A22
A32

— B1
_Hl
) A21
A31

A24
A34
A44

- Hz A22
+ A13 - Ha A32
- 1_[4 A42

A24
A34
A44

A23
A33
- 1_14 A43

_Hz

A24
A34
A44

Azz A23
- Hl A32 A33
A42 A43

Azz

|

_H2

A23

A32 A33

A42 A43

4

—-1II

_A14 _Hs
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_Hl _Hz _Ha

+Byl Ay Ay Ay

A, A, A
| | { A AN, —THALALA,,  —TLILALAL,  —TLITALALA,,
+ILILA A LAS, +ILIT,A LA A, +l_[11_12A13A234 —H1H3A13A224
+ILIT,AAA,,  +ILILAAA;, +ILILAALA,, —H1H4A14A223
- H1H2A12A234 +HILILA A RA, +HILILA A A, - 1_121\13/\14/\34
+HILILA A A, +HILITA A A, - H2H4A213A24 - H§A13A14A34
+HILILA A A — H2H3A214A23 HILILA A Ay +ILILARA LA,
~TLI,ALA,,  —TEALALA,, +ILILALA LA, +TLILALA LA,
“TLITALA,,  —TI2ALAYL,  +TLILA AN, +TTITA LA A,
HILIL A A A, - H1H4A14A223 HITLITLA A A, - H3H4A212A34
+ILIT,A LA LA, —HﬁAuABA23 —1I1 l_I4A213A24 +ILIT,A A LA,
FILILALA A, —TEALA A, + ] ALBITAS,  —BILILALA,
- BILIT,A A, - B2H1H2A234 +B,ILIT;A A, +B,ILIT,A A,
+ B31_[11_[21\241\34 - B3H§A14A34 - B3H2H4A13Az4 + B31_[21_14/\141\23
+ B4H1H2A23A34 - B4H§A13A34 + B4H2H3A13Az4 - B4H2H3A14A23
- B11_121_[31\24/\34 + B1H§A224 - B1H3H4A23A24 - B21_[11_[31\24/\34
- 82H§A14A24 -B,ILITA LA, + B,ILIT,A A, - B3H1H3A224
+BILILAA,,  +BILILARA,,  +BJILILAGA,,  +BILILAA,
= BJILITA A - B4H§A12A24 = BILILASA;, = BILIT, A A,
+ B]HiAZB +B,ITIT,A»A, —B,ILILA A, +B,ILITA A,

391



ik g

Annals of Spiru Haret University.
Economic Series

Since 2000

ISSN:2393-1795

ISSN-L:

2068-6900

Issue 1/2024

- BZHAZLABAB + B3HlH4Az3A24 + 83H2H4A12A34 - B3H2H4A13A24
-B H2A12A23 - B4H1H4A223 + B4H2H4A13A23 + B4H3H4A12A23}

| | { 2H A23A24A34 +H 11 A14A23Az4 +H I1 A12A24A34 1_111—13[\13/\224
+ 2H1H4A13A23Az4 + H1H4A12A23A34 - 2H1H4A14A223 + H1H2A13A234
+ 21_111_121\141\23A34 - 21_111_[2/\121\234 + 1_111_121\13A24A34 - 21_151\13/\14]\34
- 2H2H4A213A24 + 2H2H4A12A13A34 + 2H2H4A13A14A23 + 2H2H3A13A14A24
+2ILILA LA Ay, - 2H2H3A214A23 - 2H3H4A212A34 - H§A12A13A24
+ H3H4A12A14A24 - H§A12A214 + 2H3H4A12A13A14 + 1—131—14/\12/\14]\23

A

- 2H421A12A13A23} + m {+ B1H §A234 - 2B11_[21_[3/\241\34 - 2B11_[31_14/\23/\24
- 281H2H4A23A34 - 82H1H2A234 + B21_121_13/\14/\34 + B21_121_14/\13/\34
+ B3H1H2A24A34 - 83H§A14A34 _2B3H2H4A13A24 + B3HzH4A12A34
+ 83H2H4A14A23 + B4H1H2A23A34 - B4H§A13A34 + B4H2H3A13A24
- 2B4H2H3A14A23 + B1H§A224 - BZH1H3A24A34 - B2H§A14A24
- 2B21_[31_141\12/\34 + B21_131_14/\141\23 - B31_[11_[3/\224 + B31_[21_13/\141\24
+ B3H3H4A12A24 + B4H1H3A23A24 + B4H2H3A12A34 - B4H§A12A24
+ BIHiAZB + B21_[11_14/\23/\34 + B21_[31_14/\13/\24 - aniAnAB
+ BT, A A, - B3H421A12A23 - B4H1H4A223 + B ITLITLA A

+B,ILIT,A A}

| |{ 2rim’mmm, + 7z, zm’m,mim, +z,z,m’mm:m, —z,z,mmmim,

+ 7, r,m’m,m,m;

+ 27, m,m m;m,m,

+ 7 r,m'm,m,m;

2 2
=2, r,m;m,mm;
-2z mmmmm, +zz,mmmm,

+mr,mimom,
—2z;mm;m,m,

—2m,m,mMim,m; + 27,7, mmmm; +27,7,Mm;mm; +2z,7,mm;m;m,

392



Since 2000

ﬁ Annals of Spiru Haret University.
‘@ Economic Series
— t_.._\\

ISSN:2393-1795  ISSN-L:2068-6900

Issue 1/2024

+2mrmmimim, -2z zmm,m;m, —z.mmm.m;  +zz,mmm,

223 222 2m2n2 2 3
— z;m;m;m, + 27,7, m;m;m; + 7y r,mm;m; —7z4m1m2m3m4}

A 2.2 2 2 2 2
+m{p1”2 mym, -=2pz,zsmim,m; —2pzz,mim,m, —2pz,7,mm,m,
2,2 2 2 2
— Py, mim, + P77 mm;my + P, 7,7, mm;m, + P77, mm,m;
2 2
— pymymmymy =2 pyz,zz,mm,mym, + p,z,7z,mm,m,m, + p;7z,7z,mm,m;m,

+ P mMMMM, - pLmMMMM, - pAIMIMS = Py mim,m,
- pmsmmm; =2p,zE,mmmm,  + Pz, mmmm, - puzzmim;
+ P MMM, + Pz mImm, 4 Pz mmmm, - pzsmmem,
+ prymem; + Pz mm,m, + Py, mm,m;m, ~ Pz mm,m;

2 2 2 2,22 2
+ pymz,mmsm, — Py, mmsm, = p,7 7z, + Py, mm,m,
2
+ Py, mmm? ). (18)
Using 7ny=mn and 7,=7m, ; and P;=pP, and pP,=pP, , and also

m, =m, =m3=m4=1 in (18) we get,

8/11 ( 37zl + 8,7, — 7[22) +£(—2 p17Z'22 +4p,7 7, = 2P, =2 pzﬁf) .
] 9]
(19)
Using M, =m, =m, =m, =1 in (9) we get,
T
4 SR A (20)
TP — 7 Py

where 7,p, # 7, P, .
Now using |J| = |H| =-2p,p,7, 7, from (8) and value of A, from (20) in (19) we
get,
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o4 _ ;(3752 —8mm, + 7r22)
op,  2p,p,mm,
+ %2 M )(2 plﬂzz —4p,mm, +2pm 7, +2p272'12)

2p, pz”lﬂz(ﬂ-z P —7p,
a_/ll _ 3 plﬂz3 -5 pzﬂlﬂ'z2 + pl”lzﬂ'z +14p272'12722 -8 pl”lﬂ'z2 -5 p272'13

21
apl 2p1 p27l']72'2(72'2 p—7 pz)
where 7,p, # 7., .
Now 7, =7, =7 in (21) we get,
A_ 1 g (22)
op, 2p,p,

where 2P, P, > 0. The relation (22) shows that if the price p, of the goods m,
surges, marginal utility decreases. Therefore, if the price of per unit of the goods
m, surges $1.00, the level of purchase of the goods will drop exactly A, units. In

this situation, we have realized that the goods M, has several substitutes [Mohajan
& Mohajan, 2022c].
Now we consult about the behavior of Lagrange multiplier A, when the price P,

of goods M, upsurges. Taking T,, from (16) we have [Islam et al., 2010],

o4, _m
apl |J|[ 12] |J|[CSZ]

™ Cofactor of C,+—+ A L Cofactor of C,,

il ol
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_Bz A21 Azz —I1, _Hs -1, I, -I1; -1,
A13 Bs A31 A32 _ﬁ _Bz _81 A32 A33 A34 +Bz Ay Ay Ay,
_B4 A41 A42 A42 A43 A44 A41 A43 A44
-II, —II, -II,
=Bl Ay Ay Ay
Ay Ay Ay
—I1, —T1, —TI, —I1, -T1, —T1, -1, -1, —TI,
+B, Ay Ay Ay +Bi-B| Ay Ay Ay +By| Ay Ay Ay
Ay Ay Ay Ap Ay Ay Ay Ay Ay
—II, -II, -II, -I1, -I1, —-II, -11, -II, -11,
—B3 A21 Azz A24 +B4 A21 Azz Azs} _B4 _Bl Azz A23 A24
Ay Ay Ay Ay Ay Ay Ay Ay Ay
—=II, -II; —1II, -II, —-1I1, -II, -II, —-1I1, -II,
+B,y| Ay Ay Ay =By Ay Ay Ay +By Ay Ay Ay
Ay Ay Ay Ay Ay Ay Ay Ay Ay
—E—]{— B,IL,AyAyAy, —BILALALA,, —BILA,AL +BILAL,A A,
+BJILA,ALA,,  +BILAALA, —BILALA,  +BILAALA,
- BZH1A14A23A34 + B3H1A14A23A24 - B4H1A14A223 - B11_12/\12/\234

- B11_[2/\14/\23/\34 o B1HzA13A24A34 o B21_12/\13‘/\14/\34 + B4H2A12A13A34
- B4H2A213A24 +BJILA A LA, —BILAA LA, +BILALA LA,
- B3HzA214A23 + B4H2A13A14A23 + B1H3A12A24A34 o B1H3A13A224
+BITA ARA,, +B,ITA A A, - B4H3A212A34 —BJILA LA,
+BJILA LA A, +B,ITLA A A, - 82H3A214A23 —BJILA LA,
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+BILA LA A +BILALAGA,, +BILA A RN, - B1H4A14A223
+BILA LA A - B3H4A212A34 +BILALA A —BILALAA,
- an4A213A24 +BILAA Ay +BILARAA,, - B4H4A12A13A23}

_i{Bl B21_12/\234 - Bl BZH3A24A34 - Bl an4A23A34 - BZZH1A234 + B221_[3/\14/\34

8l

- B221_[4/\13/\34 + Bz B3H1A24A34 - Bz B31_12/\141\24 - Bz B3H4A13A24
+ Bz B3H4A14A23 + Bz B4H1A23A34 - Bz B4H2A13A34 + Bz B4H3A13A24
- Bz B4H3A14A23 - B1 B3H2A24A34 + B1 B3H3A224 - B1 B3H4A23A24

+B,BIT A, A, - B,BILA A, —B,BILA A, +B,B I, A Ay
- 832H1A224 + B32H2A14A24 + B32H4A12A24 +B;BILAjA,, +BBILAA;,
- B3 B4H2A14A23 - B3 B4H3A12A24 - Bl B4H2A23A34 - B1 B4H3A23A24
+B, B4H4A223 +B,B,ITA A, - B,BIL;A A, +B,B,IT;A A,
—B,BILA ;A +B,BILA,A,, +B,BILA A, - B,BILAA,,
—-B,B,ILAA,; - BleAZB + BjH2A13A23 + BZH3A12A23}

%:_%{_2plﬁ1mfmzm3m4 - p,mmmym;m, + p,mmym,mmg

2 2 2,2 2 2 2 2
+ pyrymym,mym,  + p,zymrm,msm,  — pyz,mpm,mym, - + p,zz,mym,m;m,

- pymmimimm, - pyzmim,mim, - p,zmm,mm; - — pz,m'm;m,m,
- p,mmimm, - pz,mimimm, - p,z,mmmm, + p,z,mm;mm;
- pm,MMIMM; + p,mmimem, - p,z,MMmimim, -+ pyz,mmimim,
- pymmmimim,  + pz,mMmimm; + pmimmim, - pzmim,m;m,
+ p1ﬂ3mfm2m§m4 - p2”3m1m22m32m4 - p47z3m1m2m32mf - p37z3m1m2m33m4
+ p47r3m1m2m32mj + p2ﬂ3m1m22m32m4 - p27z3m1m22m32m4 - p37r3m1m2m§m4
+p,mmmmim; -+ pz,m’mmm;  + pz,m’mmm; - pz,m’mmm;
+ P mmimm; - p,mmmim;  + pz,mmmem; - — p,z,mm,m,m;
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mm2m,m? mm2m,m? mm2m.m? mm,mZm?

- p,7,mMmm;mm, - p,z,Mmm,mm, + p,z,mm,mm, + py7z,Mmm,m;sm,
A { 2,2 2 2

| P, P, mym,  —p,p7zsMmm,m; - — P, Pz, mEm,m,

D

22 9 2 2 2 2 2
— Py7zymym, + Ppy7zsmm;my - py7z,mm,m, + P, Py7;yMym,m;

2
- p47z4m1m2m3m4}

— P, Py, MMM — P, Py, MM,MM, + P, py7z,mm,mm, + p,p,z,m’m,m,
- p,p,m,mMm, +p, p,/zmm,mm, — p,p,z;mm,mm, — p,p,z,m;m,m,
- b ’3371'3mlzm32 -p p3”4m12m3m4 + P, p3771m12m2m3 - P, ps”zmlmzm32
- p,pEmMmM, 4+ p,pE,mmmm, - pizmm;  + piz,mm,m;
+P; p47[1m12m3m4 + P; Pyr,mm,mm, — p; p,z,MmMm,mm, —p; p47z3m,m32m4
- P p4772m12m2m4 - b p47z3m12m3m4 + P p4”4m12m§ + P, p4”1m12m2m4
— P, Pymsmm,m;m, -+ p, pzsmm,mm, —p, p47r4m1m2mj + Ps p47[1m12m3m4
+ P, PyzsM MMM, + p; p,7z,Mm,mm, — p; p,7z,Mm,m;m, — p;p,z,mmym;
- pjﬁlmlzmj + pj”zmlmsz

+ pjﬂ3m1m3mj}. (23)
Using 7y=m and 7,=7, , P;=pP, and P,=P,, and also M, =M and
m, =m, in (23) we get,

8& m,
4p1 7Z'1m m - plﬁszm; —2p27z2mfm§ + pz”zm14mz2

ap1 |J|
3 3} ﬂ—l { b _2p2 3 3p2 2,2
— Py7;,mpym, |J| P pz”zm m Py 7,mm, +3P,;mm,
—p,p,7,m’'m, —3pz,m + pf;zszmz}. (24)

Using M =m, =m, =m, =1 in (9) we get,
T, =TT
A =—r"1 (25)
T, pl -7, pz

where 7,p, # 7., .
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Now using |J| = |H|: -2p,p,7,7, from (8), M =m, =1 and value of A4 from
(25) in (24) we get,
04, __2p,7, + P, +4pP7,
op, 2p,p,77,
n (”2 _”1)(3 P27 =3P, Pom, — 2057, —3p; 7 + pf”z)
2p, pzﬂ']”z(”z P -7 pz)
04 _ 20/, —3pan; =20, TP, + 4P, P, + T Par 7, — 4P, Py +3P1 7 +3p, P, 7,

o, 2p, pz”ﬂz(”z =7 pz)
(26)
Now using 7, =7, = 7 in (26) we get,
aﬂ“Z=_(p1_2p2X2’p1+p2) (27)
op, 2p, pzﬂ'(p1 - pz)
where 2p,p,7>0.
Now if P, >2p, in (27) we observe that,
% <0. (28)
P,

The relation (28) we have seen that if the price P, of the good M, goes up,
marginal utility goes down. Therefore, if the price of per unit of product M, raises
$1.00, the level of buying will decline exactly A, units. Therefore, product M, has

numerous substitutes; and customers move to substitutes when price of good M,
goes up [Islam et al., 2010].

Now if P, < P, <2p, in (27) we observe that,
%
opy

The inequality (29) shows that if the price P, of the goods M, surges, marginal
utility also surges. Therefore, if the price of per unit of goods M, raises $1.00, the

level of buying will raise exactly A, units. Therefore, goods M, is a best quality

>0. (29)
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product, and it has no substitutes [Mohajan & Mohajan, 2023b]. The firm may try

for more production of the commodity M,

P, < P, <2p,, where P, is the price of the commodity m, .

to obtain maximum profit,

if

We examine the properties of A, when unit price P, of commodity m,

upsurges. We take T,, from (17) we can write [Islam et al., 2011; Mohajan &

Mohaj
aa
op,

ﬂ
9]

|
o

jan, 2022a],
m4 ] i
N

|J| Cll +

0 -II,
-II, A,
_Hz A21
_Hs A31
_H4 A41

0 -B,

0 —II,
—IT, Ay
_Hz A21
_Hs A31

[Cal

m, Cofactor of C,, +—= 3

~ 11,

Ap,
Ay
A

32

Ay
_ B2
~TI1,
Ap,
Ay
A

32

Cofactor of C,
- H3 - 1_I4
A13 Al4
A23 A24
A33 A34
A43 A44

-B, -B,

-1, -TII,
A Ay
A23 A24
A33 A34

401



Annals of Spiru Haret University.
Economic Series

4

P8 _

Since 2000

ISSN-L:2068-6900

ISSN:2393-1795

Issue 1/2024

A24

Ay,

402



Annals of Spiru Haret University.
Economic Series

4

—:—--...,'.I\N

=

Since 2000

ISSN-L:2068-6900

ISSN:2393-1795

Issue 1/2024

_Hz A2] Azz
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_Hz A21 A24
+ A12 - H3 A31 A34
_H4 A41 A44

- 1_14 A41 A42

— H4
A24

_H2 A1 Azz

_A13_H3 A31 A32
_H4 A1 A42
—H2
Azz

_Hl
A24 _B3 A21
A34

~11, -T1, —II,
A23

A2l A22 A24

A41 A42 A44

+H3 _H1A31 A32 A34

A32 A34

A3]

A33

34

1, —II, —IJ,
Ay A
Ay A

Bl A,
A32

A23
A33

B Hl - Hz - H3
Azz
A31 A32

-1, -1,

_Hl

AIZ

A32

A31

+B,| Ay
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- Hz _H3
A12

~ 11,
A | +By Ay
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~11, -T1, -TI,
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= |mJ_‘i {_ H12A23A24A34 - H12A23A24A34 - H1H2A12A234 - 1—111_14/\12/"23[\34
+ILILALALAS, +ILIT,A LA A, +H1H2A13A234 —H1H3A13A224
+ILIT,AAA,,  +ILILAARA,,  +ILILA ALA,, —1_11H4A14A223
- H1H2A12A234 +HILILA A RA, +HILITLA A A, - 1_[§A13A14A34
+HILILA A A, +HILITA A A, - H2H4A213A24 - 1_[§A13A14A34
+HILILA A A — H2H3A214A23 HILILA A Ay +ILILARA LA,
~TLI,ALA,,  —TEALALA,,  +ILILALALA,,  +ILILALA LA,
- H2H3A214A23 - H§A12A214 +ILILAAGA, +ILTTLA LA A,
LI A A SA,, - H1H4A14A223 HITLITLA A A, - H3H4A212A34
+ILIT,A LA LA, —HﬁAleBA23 —H2H4A213A24 +ILIT,A A LA,
HILILARA A, — HiA12A13A23 } - G_| {81H1H2A23A34 —BILITA A,
+ Bll_Ill—I4A223 + 82H12A23A34 -B,ITILA A, +B,ITILA;A,,
- BILITA A, + B3H12A23A24 +BILTTLA A, - BILILA A,
—BILITA A, - B4H12A223 +BJILILA A + BITILA A + B1H§A13A34
- B1H2H3A12A34 + B1H2H3A14A23 - B1HZH4A13A23 - B21_111_[2[\131\34
- B21_121_13/\13/\14 + B21_[21_14/\213 + B3H1H2A12A34 - B3H1H2A14A23
+B,IILA A, — BILIT,A LA, + BJITLILA A, — B,IT;AY, + BILILA LA,
- BILIT,A A, + BILILA A, +BILA LA, - BILIT,A LA,
+ BITITA A, - B,ILIT,A A +B,ITIA LA, - B,ILIT,A\LA;
- B,ILIT,A,A,, -B,ILILA A, + B3I_I3I_I4A212 +B,ILILA,A,;
+BILILA LA - B4I—I§A212
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| | { 201; Ay +ILILA G ARA,, +TTILA LA A, H1H3A13A224

+ 2L A A LA, +ILILARA A, - 21_[11—14[\14/\223 + H1H2A13A234
+2ILILA A A, — 21—111_[2/\12/\234 +HILILA A A, — 21_131\13/\14*/\34
- 21_121_14/\213[\24 +2ILILA LA A, +2TLIT L0, Ly + 2T ILA A A,
+ 2H2H3A12A14A34 - 2H2H3A214A23 — 211,11 4A212A34 _H§A12A13A24
+HILILARA A, — 1_12/\12/\214 +2ALILARA A, +ILILAGA LA,

| |
+ 82H12A23A34 - B21_[11_13/\12/\34 + 2B21_[11_13/\13/\24 - B21_111_[3/\14/\23
- B21_111_[4/\131\23 + B3H12A23A24 + B3H1H2A12A34 - B3H1H2A13A24
- B31—[11—12/\14/\23 - 83H1H2A12A24 - B3H1H4A12A23 - B4H12A223
+2BITILA,A,,  +2BITILALA,,  +BILAA, —BILILAA,,
+ 281H2H3A14A23 - B11—[21—[31\131\24 - B11—[21—[4A13A23 - B21_111_[2/\131\34
-B,ILILA A, + 821_121—14/\213 +B,ITILA A, + B3H§A13A14
- B3H2H4A12A13 - B4H§A213 + 2B4H2H3A12A13 + B1H§A12A24
- B1H3H4A12A23 + angAlem - 82H3H4A12A13 - B3H2H3A12A14
+ BJILIT,A%, —B,IT2A, }

- 2H421A12A13A23} B ILIL ANy —BILIGARA,,  + BIH1H4A223

2 2
| |{ 2zim’m,mm, +z,zm’mm’m, +z,zm’mm:m, — z,z,m’mm:m,

+ o mimmm; 4+ zz,m’mmm;  —2zz,m’mmm;  +zz,mmim,
+ 2z m,mimemm, —2zz,mm;mm, +zzm’mimm, —2z;mmim,m,
— 2z mmim,m; + 27,77, MMm;mm; +2z,7,mmim,m; + 27, 7z,mm;m:m,
+2r,mmmimim, -2z, mmimim, —z;mmmm; +zz,mm,mim,
— z;mym;m, + 27 r,m;m;m; S AUNIN] —ﬂjm1m2m3mj}
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2 2n2 2n2
{plﬁlﬂzm m,m, — Py esmym,m, + Py, mem, + P,7ymm,m,

|l
— P,y 7zsmm,msm, + 2 p,7r, 7 mMm,mym, — P,y 7zsmm,msm,

- p2ﬂ1ﬂ4m1m2mf + p37[12m12m3m4 + Py, mm,msm, - — Ps7zy 7z, M m,msm,
— Py r,mm,msm, - p37[17zzm1m32m4 - p3”17z4m1m3mi - p47zfmfmj
+2p,mmmMmm; 4+ 2p, MMM, + Pz MMM, — Py, mm,mm,
+2pmymm,mm, — pyz,z;mm,mm, — p1”2”4m1m2m2 - p2”17[2m1m22m4
- P, mmimm, 4+ p27r27r4m22mf + Py mmmmm,  + pyz;mm,m,
- p37z27z4m2m3mj + p17z32m1m32m4 +2p47z27z3m2m3mf + p17[32m1m32m4
- MMM+ pysmmim, - Pz, MMMy — Py, m,mim,

2,2 2,2, 2
+ Py m,mymy — Py ms m4}

0
Oh _ { 277 mim,m,m, + 7, rm;m,m;m, +27,m,mm;m,m;
0 J
P 9]
2,2 2 2,2 3 2m2m3
+2r,mmmimim,  —zimmmim;  +zogzmmmim, - zimimim,
200202 2 3 2
+3mm,mymim, -7, m1m2m3m4} | | {plﬂlﬂzrnl mm, - p7,7z;mmsm,
2,2 2,2 2 2.2
+ Py, mymy + P77y mym,m, — Py, mm,m; + P77y mpymsm,
2 2 2,022 2
- pymz,mmym, = Py, mmsm, — Pyzrymym, +2 Py, mm,my
2 20 2 2 2
+2 P, 77, M msm, + Pyrymm,m, — Py, mm,my — Py r,mm,m,
2 2,12 2,2 2
— P77 M msm, + Py, mym, + Py, m,msm, — Py 7y, mymsmy
200 2 2 2 2 2
+2pZymmim,  +2p,7,mmmmg = prz,mmm; 4 pyzym,mym,

2 2 202
— Pymym,mymsmy — Py, 7,M,MM, + Py7z;7,M;m,
222
- Pyzzymym, } (30)
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Using 7ny=m and 7,=7, ; and P;=pP, and pP,=pP, , and also
m =m,=m, =m, =1 in (30) we get,
0
/11 ( 37r1 + 67,7, +722) 21 (2 p272'12 - P, + p27r22 +2p17r12).
op, || N
(1)
Now using |J| = |H | =-2p,p,7,7, from (8), and 4, from (9)in (31) we get,
oA 3V —6mm, -7,
op, 2p,p,y7,
n (7[2 7 )(2 pzﬂl2 — Pz, + p27z22 +2 p17z12)
2p,p,y7, (”2 P -7 pz)
o4 _ 4p17[127[2 -6 [317[17[22 +8p2”12772 — plﬂz3 -5 pzﬁlzﬂ'z + p2”23 -2 p17[13 32)
op, 2p, pz”ﬂ'z(”z p -7 pz)
where 7,p, # 7, p, and p,p,7,7, >0.
Let, 7, = 7, = 7 in (32), and then we get,
aﬂ‘l - _ 5p1_4p2 , (33)
o,  2pp(p - p.)
where P, # p,.
If p, > p, we have from (33),
% <0 (34)
op,

The inequality (34) specifies that if the price p, of the product m, upsurges, the
level of marginal utility will decline. Therefore, if the price of per unit of product
m, surges $1.00, the level of purchase will decline exactly A, units. Therefore,
product M, has some substitutes, such as commodities M,, M,, M;; and buyers
move to substitutes when price of product M, raises [Islam et al., 2010, Mohajan,
2021al.
If p,<p,,but 5p, >4p,;then we have from (33),
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—>0. (35

The inequality (35) shows that if the price P, of goods M, upsurges, the marginal
utility also upsurges. Hence, if the price of per unit of product M, increases $1.00,
the level of buying will growth exactly 4, units. Therefore, product M, is a good
of best quality, and it has no substitutes [Mohajan & Mohajan, 2023b]. In this case,
commodities M,;, M,, and M, seem inferior goods. The organization should try to
produce more of good M,, and should decrease the production rate of commodities
m,, m,, and m, for the sustainability of the organization.
From (33) we have realized that,

oh #0.

p,
Therefore, 5p, #4p,, and also p, # p,, i.e., commodities M, and M, are
completely different.

(36)

We discuss the properties of A, when unit price P, of commodity m, rises.
Considering T,; from (17) we find [Islam et al., 2011; Mohajan et al., 2013],
oA, _m, [ A
P C12]+_[C52]
op PP
m3

= mCofactor of C, + |?]1—|Cofactor of C,,
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A, A, A A, A, A, A, A, A,
m, -I, -1,
1Bl A, A, A,
A, A, A,
=—|rj—3|{— BT, A, A LA, —BITALALA,, —BITLA,AL, +BJILA,ALA,
FBITAALA,  +BITALALA,  —BILALAL  +BILALALA,
CBIIAALA,  +BIALALA,  —BIALAL  —BILALA,

- B11_[2A/\14A23A34 - BlnzA13A24A34 - B21—[2A13A14A34 + B4H2A12A13A34
-B,II,AA,, +BJILAALA,, -BILAALA, +BILA,ALA,
—B,IT,A2, A, +B,ILA A A, +BILA A A, - BILA A,
+BILA A A, +B,ILA LA LA, - B4H3A212A34 —BJILARA A,
+BJILA LA A, +BILA A LA, - B21_[3/\214/\23 —BJILARA LA,
+BJILALALA +BILALA Ay, +BITLA AN, - B1H4A14A223
+B,ITLA LA A, - B3H4A212A34 + BT A LA A —BILALA A
- BzH4A213A24 +BILA AL A +BILALALA,, - B4H4A12A13A23}
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+B,B,IT,A,A;, -B,B,IT,A A, +B,B,IT,A%,
+BB;I1A A, —BB,ILA A, —BB,ILA A,
+BBILA LA, —BBILAA,  +BBILAA,,
—-BB,IT,A,A,, +BI,A,A,, —-BILA, +BII,A A,
+ Bz B3H2A214 - Bz B3H4A12A14 - Bz B4H1A12A34
-B,BJILLA;A,, +B,BJIL;A,A, -BBILA A,
+B,B,IL,A,A,, —-BBIIL,A,A,; +B,BILLA A,
+B,BIL,A,A,, -B,BILLA,A,;, -BBILA,A,,
+B;B I_I4A212 - BZH1A12A23 - BZH2A12A13 + BjnzAzlz}
ok __m, {~2p,z;m’mm,m, — p,r;m’m:m,m
8p3 |J| 174 XAULRIULL LA

+ Py mim,mim,  + pzmim;mm,  — p,zmim,mm,
— prymim;mm, - pzm’mmim, - p,z,m’m,mm;
— p,m’m;mm, - pz,m’mmm, - p,z,mmimm,
- pL,mMmimm;  + p,z,mmimim,  — p,z,mmimgm,
— pyr,mmmm, -+ p,mmmm; -+ pz;mmmm,

+ Pz mim,m;m,
+ p,7z,mm,mim;
+ p,7z,mm,mim;
+ p,7z,mm;m,m;
- p47r2m1m22m3mj

3
- p47r4m1m2m3m4}
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+ P,z mm;mgm,
+ pyz,mm,m,m;
- p37z4m1m2m32mj
- p2ﬂ4mlm§m3mj

-
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+ BIZH4A23A24

2 2
Py 7z,m;m,m,

- p,m;mm,mym;
— p,z;mm;m;m,
+ Py, mm,m,m;
+ pyr,mm,mim;
+ p,7,mmom,m;
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—BB,IT) A, A, + BB ITA A,

o Bl B3H2A14A24
+B,B,IT,A A,
+B,B,IT,A Ay,
o Bz B31_11/\14/\24
+B,BILA;A,,
+B,B,IT,A A,
o Bz B4H1A14A23
o B3 B4H2A12A14

2 2
+ Pymmym,m;m,

+ P, m;m,m,m;
- p1”2m12m22m3m4
+ p,,mmym,m;
+ p3”2m1m§m32m4
- pmim,m;m,
—~ py7z;mm,m;m,
— py7z;mm,m;m,
— pyz,mim,m,m;
- p47z4m1m2m3mj
+ pyz,mm,mim;

2 2
+ Py zZ,mymsm,
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= PP A MMMy + PP, mMMMS P,z Mm,mm,  — p, p,7z,mm,m,m,
+ P, Pyrmym; — P, py7z,m;m,my + P, Py MM, — P, P mmym,
- P pMMMM,  + P, p,z,MMm,mm,  + p,pzmmim,  — p,p,z,mmm,
+ P, PMMMY + PPz, mMmmm, = p,p,z,mm,mm, -+ pyz,mm;m,
- p22”3m22m32 + p227[4m22m3m4 + P, p37r2m22m32 - P, p37z4m2m32m4
- P, Pyrymm,mm,  + p,p,7;MM,mm, —p, p47r2m22m3m4 + P, p47r3m2m32m4
— p,p,m,mm,mm, + p,p,z,MmM,mm, + p,p,z;MMim, — p,p,z,mmm;
+ P, p,zMmM,mM, — p,p,zmm,mm, + p,p,z;mmm, —p,p,z,mm,m;

2 2 2,2 2 2
— P; Py;ymmym, - P; Py, mmym, + P;Pyzz,mmym, — Pyz;ym,mym,
2 2
— psz,m,m;m,
+ pjﬂzmzmz}. (37)

Using 7, =7 and 7, =7, ; and P; =P, and P, =P,; and also M, =M and
m, =m, in (37) we get,
o4, m

3.3 33 2,4
ap |J| 4p]72'1m m - pizr,mym, + P7;,Mm;, =3p,z,m; mz}
3

_ﬁ{z Prz MM, + pp,Mim, + plmim, —2p,p,z,mim; — p, p,z,mm;
— py,mm;

<] 2
From (20) using value of A, and also using |J| = |H | =-2p,p,7,7, from (8), and
considering M =m, =m, =m, =1 in (38) we get,

o4, _ Sp +2p,7, n (”2 _72'1)(2 pi, —2p P, 7, + p12”1)

op; 2p,p,7 7, 2p, pzﬂlﬂz(ﬂz p—7 pz)
o4, 4p1 Nz, +2p P77, +2p1 7[2 plzﬂ-lz -5p, pzﬂlz -2 pzzﬂ'lﬂ'z (39)
op, 2p, pzﬂlﬂz(”z P -7 pz)
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where 7,p, # 7, P, and 2p,p,7,77, >0.

Let us consider 7z, = 77, = 7 in (39) then we obtain,
Ok _SP+2P, o
op;  2pp,7

The inequality (40) informs that if the price P, of the goods M, upsurges,

(40)

marginal utility also raises. Therefore, if the price of per unit of product m; surges

$1.00, the level of buying will upsurge exactly A, units and the organization

should surge the production of product M, to achieve maximum profit [Mohajan,
2022].

6. Conclusions

In this paper we studies economic predictions among Lagrange multipliers and
unit commodity prices for utility maximization. In the article we used a pair of
constraints. We have understood that the Lagrange multipliers method is a very
useful and powerful both for the consumers and producers. In the article we have
worked with 16 variables and consequently, we were flexible in some cases. In the
sensitivity analysis we have tried with various commodity prices and have tried our
best to provide accurate prediction. We believe that future researchers can
contribute more efforts in this field to enrich the mathematical economic research
area.
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