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The Analysis of the Impact of Selected Marketing Communication Factors on the

Online Consumer Behavior
Radovan BACIK
University of Presov, Faculty of Management
radovanbacik@gmail.com

Beata GAVUROVA
Technical University of KoSice, Faculty of Economics
beata.gavurova@tuke.sk

Igor FEDORKO
University of Presov, Faculty of Management
igor.fedorko@gmail.com

Abstract:

The aim of the article is to analyze consumers’ shopping behaviour on the Internet regarding selected
marketing activities and explore the context of selected factors influencing the purchasing behaviour of
consumers on the Internet. The empirical part of the article includes quantitative research, a basis of which is a
questionnaire and assumptions made on the basis of the previous theoretical analysis. Based on these results
we offer suggestions and recommendations for effective online marketing communications with regard to selling
goods and services on the Internet. The conclusion points to the need to include Internet marketing activities to
usual marketing activities in order to reach wide range of customers.

Keywords: internet marketing, marketing communication, purchasing behaviour.
JEL Classification: M3, M10.
Introduction

Successful marketing communication is rooted in the knowledge of customers, competitors, colleagues
and also in the skill when dealing with the organization's ability to generate profit. The importance of direct
communication is growing in relation to the individualization of relationships and new possibilities of
communication technology (Soltés and Gavurova 2014, 2015; Halaskova and Halaskova 2013, 2014). Proper
analysis of the communication components and their choice is the decisive factor in the communication policy
(Tomek 2011) and (Mohelsk& and Sokolova 2015). Even though e-commerce personalization has some
specificities, most aspects are identical and common (Shukla 2012). Marketing concept of identifying and
satisfying consumers’ needs was the reaction of the discipline to new business realities of a demanding market
(Kashani 2007). Prikrylova and Jahodova (2008) notes that no other medium had as crucial and global
implications on the sales, marketing and communications as well as experienced tremendous growth as the
Internet. That effect is also the key for financial performance of the entities (Bem et al. 2014, Szczygiel et al.
2015, Michalski 2015). Recent advances in information and communication technologies brought about the
development of e-commerce (Gavurova 2011). An overview of relevant literature reveals the existence of different
approaches to conceptualization of electronic services. Rust and Lemon (2001) describe e-services very broadly
as a provision of excellent experience for consumers with regard to the interactive flow of information. This broad
understanding can serve as a basis for further, more detailed research (Stefahescu, A. and Stefahescu, L., 2013).

Gronroos et al. (2000) provides a more specific definition in proposing a model in which online services
can be divided according to their functional importance.

High popularity and growth of social technologies and platforms such as social networking is one of the
main reasons for the growth of this field (Liang and Turban 2011, Michalski 2014). These advances form the
thoughts of consumers and their position in the online space where they communicate, evaluate other products,
seek the opinions of other consumers, create forums and share their experiences with using products and
services (Hajli 2015). Based on their research, Kaplan and Heinlein (2010) define social media as a group of
Internet applications that are rooted in the ideological and technological fundamentals of Web 2.0., and which
allow the creation and exchange of user-generated content (User Generated Content). In addition to this general
definition the authors also mention the existence of different types of social media that should be further
differentiated. However, there is no systematic way for their categorization. If we want to create a system for
classifying social media, it is necessary to rely on a set of theories in the field of media research (social existence,
media richness) and social processes (self-presentation).
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Another significant factor of the marketing communication impact on the purchasing behavior of
consumers in the online environment is trust in the online environment. Gefen and Straub (2000) in their study
describe the issue of trust as a challenging issue for consumers in e-commerce. Distrust prevents customers to
form good relationship between them and businesses (Jones, Leonard 2008). Therefore, Hajli et al. (2014) claim
that trust supported by social media featuring social interaction with customers’ increases customers’ level of
confidence.

Online shopping industry has grown significantly over the past decade. The following figure shows sales
statistics from 2002 to 2013 in the USA. In 2012, revenues from online sales accounted for more than $ 289
billion, while in 2011 it was about $ 256 billion. B2C online sales also recorded continued growth in 2013
accounting to more than $ 322 billion. More than one-third of online sales in USA were formed in tourism - travel,
reservation and airline companies and web sites.

400

Sales in billion U.S. dellars

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: www.statista.com
Figure 1 - Annual B2C revenues from online sales in the US in 2002-2013 - billions of dollars

For comparison, next graph shows the proportion of households with Internet access in different countries
in Europe. The largest share of such households was recorded in 2013 in the Netherlands in 95% of all
households. Netherlands is followed by countries - Luxembourg, Denmark, Sweden, Finland and Germany. The
smallest proportion of households online can be observed in Bulgaria.
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Figure 2 - Proportion of households with Internet access in different countries in Europe
Conclusion

Achieved results show that gender or place of residence does not matter in the online environment. The
results say that online advertising affects both men and women. Another research hypothesis confirmed the
relationship between the credibility of the organization's website and its presentation on Facebook. Our research
indicates the necessity to also include online activities besides conventional marketing activities since these open
up new possibilities and ways of achieving the set goal.

The questionnaire showed that the most substantial feature of the website is its credibility. The reputation
of a company and its web page is gradually built with the satisfaction of each individual customer. It also lies in
the e-commerce as a whole. The most crucial fact is correct and updated information about the products,
compliance with delivery time and published price.

Social networking is growing and becoming more and more popular. As social networks are growing and
new ones are being created, there are also available new advertising opportunities in this environment. This form
of online company presentation is possible even without the existence of a website that can be fully replaced by
Facebook page. If the online store exists only on Facebook, it faces difficulties. The Facebook site should contain
updated information about the company and the products and the offered services. In this environment, it is
necessary not to forget that the important aspect of the page’s success is the number of fans. If consumers are
happy with the brand, they become fans of the page and are willing to follow the activities of the brand on the
social network and also recommend the brand to other users. It is therefore necessary to post information, photos
or video in engaging and not distracting way.
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Dual Approach to Growth Accounting.
Application for Benelux and Baltic Countries
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manuela.raisova@tuke.sk

Abstract:

The globalization of the world brought strong links between economies: in "good times" brings an acceleration
of positive developments in the economy while in "bad times" has signed an acceleration of negative
developments in the economy. The result is sharp economic downturn. Its slowdown or complete cessation
depends upon the nature of economic growth. The aim of the present article is to analyse the development of
economic growth that the country reached in the pre-crisis, crisis and after crisis period. Analysis was performed
by a dual method approach in the growth accounting in the Benelux countries (Belgium - BE, Luxembourg - LU,
Netherlands - NL) and Baltic countries (Estonia - EE, Latvia - LV, Lithuania - LT). The result is that economic
growth was largely formed by the accumulation of production factors than by increasing their efficiency in
production. The only exceptions are the Netherlands.

Keywords: Solow residual, growth accounting, economic growth.
JEL Classification: J 40.
Introduction

The globalization of the world brought strong links between the economies of such trade and financial
markets. Such close connection brings the acceleration of positive developments in the economy in "good times",
while the same acceleration has signed an acceleration of negative developments in the economy in "bad times".
This connection is most pronounced manifested especially during the global economic crisis. The more open an
economy is, the more it may undermine global economic crisis. The most important manifestation of the crisis is
the sharp decline in gross domestic product. Countries in their production are coming under the level of its
potential output and the economy gets into the gap of product. As reported (Hucek-Relovsky-Siroka, 2010) it is
necessary to consider whether this decline is permanent consequences of the crisis or loss in GDP it is possible
to catch up in the short term. It is evident that the return of the economy to a state of equilibrium (i.e. the level of
potential output) would require a significant increase in the rate of growth of GDP. This problem is added the
conflict in the perception of the cyclical position of the economy and expected price development. (See also
Buleca and Andrejovska 2015)
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Conclusion

The aim of the article was to determine whether economic growth that country within the last 13 years had
reached was in implicit or explicit form. At a time when the economy has to deal with the consequences of the
economic crisis is a way of achieving economic growth an important factor of renewability the required
performance of the economy.

We focused on assessing the manner in which economic growth was achieved in the Benelux and Baltic
countries. We used the method dual approach in the context of growth accounting. Our findings lead to the
conclusion that it is immaterial whether they are the country from the west or east Europe, as only one country
achieved its economic growth through increasing the productivity of the factors (Netherlands). The remaining five
countries achieved economic growth through the accumulation of factors of production, particularly capital (Latvia,
Lithuania, Estonia, Luxembourg) One of these five had achieved the economic growth through the equitable
distribution of accumulation between capital and labour (Belgium). We think that this way of achieving economic
growth (through the accumulation of productive resources) is not sustainable. Firstly, as is achieved in times of
economic boom (2004 - 2007). It is therefore essential that the economy reconsider their approach and method of
use of available resources. It's a way how to not widen the problems and avoid repeated recessions faced by all
euro area countries.

According to our analysis we found also strong differences in results counted by dual approach. Despite
the different results we believe that dual approach is a useful alternative for TFP measuring. Our further research
in this area will focus on the more detailed elaboration of the impact of the various forms of capital on economic
growth.
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Abstract

The paper deals with the organizational and methodical aspects of the implementation of corporate social
reporting at the Ukrainian companies. The main purpose of this study is to define the essence of corporate social
reporting and its importance in improving the efficiency of the enterprise management, since the financial
reporting is unable to provide all necessary information to the parties concerned in their decision making. The
general scientific methods of cognition are used to examine the research object, namely: systematization,
analysis and synthesis, induction and deduction, comparison, abstraction, etc. The main problems of hampering
the implementation of corporate social reporting in Ukraine are covered in this study. The key advantages of
using social reporting to satisfy the needs of the parties concerned are also considered in the article. Special
attention is paid to the description of a step-by-step process of creating and implementing corporate social
reporting, using the Ukrainian enterprises as the example.

Key words: corporate social reporting, integrated reporting, sustainable development reporting, Global Reporting
Initiative G4.

JEL Classification: M40, M41.
Introduction

Global changes caused by the financial and economic crisis contribute to the revision of the rules of doing
business for all entities. This is due to the increasing threats of financial risks and difficulties in forecasting new
trends in the economy. New rules of the game require from businesses to increase transparency of the
information provided to all the parties concerned to enhance business activity and management decisions. Now,
there are new tasks for improving the information presented in the reports, because it is insufficient to provide
users only with the financial data. In particular, it is impossible to provide the information about the intellectual
capital of the enterprise or about the environmental aspects of the company’s activity using the financial data
only.

The issue of social responsibility of business is very topical in the conditions of the developing economic
relations. It necessitates creating the conditions for sustainable development that will help preserve the ecological
and social resources and increase the value system in the society. Therefore, the issue of implementation of
social responsibility of business and its reporting arises at the international and national levels. This is also due to
the fact that the reporting, which is based on the International Financial Reporting Standards (IAS/IFRs) and US
GAAP, is unable to provide the information to the users about the company's strategy, corporate management,
indicators to create added value, etc. It is the corporate social reporting which is designed to solve the new
problems faced by business and society.

It should be noted that the corporate social reporting has a number of synonyms, e.g. “social reporting”,
“integrated reporting”, “sustainable development reporting”, etc.

The object of the study is corporate social reporting, as well as the methodological and organizational
aspects of its implementation at the Ukrainian enterprises. The aim of the study is to reveal the nature of
corporate social reporting and to define its role in managing business activity. It is necessary to fulfil the following
tasks to achieve this aim:

Ato determine the nature of corporate social reporting at the enterprise;

Ato show the advantages and the main trends in its implementation worldwide and in Ukraine;

Ato provide recommendations in respect of organizational and methodological aspects of implementation

of corporate social reporting at the large enterprises of Ukraine.

The methodological framework used for the research is the general scientific methods of cognition,
namely, system thinking method, analysis and synthesis, method of comparison, induction and deduction,
historical method, etc. The paper describes a systematized experience in creating corporate social reporting in
foreign and national companies. With the system thinking method the nature of social reporting is studied and the
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main trends in its using by the Ukrainian and foreign enterprises are considered. A graphical method of research
is used to show the importance of the advantages of implementing corporate social reporting in the company
management. Moreover, with the methods of comparison, as well as induction and deduction, the organizational
and methodological aspects of implementation of corporate social reporting at the enterprises of Ukraine are
presented.
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Conclusion

In the study it was found out that one of the conditions for increasing efficiency of the enterprise
performance in Ukraine and improving its management is the implementation and formation of corporate social
reporting, which should contain the information on the economic, environmental and social impact on the parties
concerned. However, in order to implement it efficiently, when the economic benefits from the use of the social
report exceed the expenses on its formation and implementation, its planning must be well-thought. It is affected
by numerous internal and external factors caused by the peculiarities of the Ukrainian business and law.

Thus, one of the priority spheres in the study of accounting is the preparation of integrated reporting by
enterprises operating in Ukraine and worldwide. There is a need in the standardization of requirements for its
completion to achieve this goal. It will help make the analysis and comparison of these reports with the other
similar documents. To do this, Global Reporting Initiative G4 is applied worldwide. Its implementation contributes
to a more efficient and equitable allocation of resources among the parties concerned.
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Abstract

The paper examines the predictability of German stock market, and provides evidence that several
economic factors have predictive power for the market return. The basic idea is that German stock market
development is determining and enormously significant factor for the Visegrad Group countries because of their
vital dependency on the German economy, where development in the stock market is a significant parameter of
the state of the economy. Going out from this perspective we present an overview on current research on the
stock market predictability, we formulate a research problem and using time series models as well as linear
regression models we estimate and in detail describe important parameters of the German stock market
development. We came to conclusion that four macroeconomic variables are specifically important and
significant for the development of German stock market index DAX, namely Euro Area government bonds with
AAA rating, German net trade in goods with all the countries of the world, net financial assets of German
households and non-profit organisations serving households, and the exchange rate for Russian rouble to Euro.

Keywords: multivariate linear model, dependency, time series forecasting, equity markets.
JEL Classification: C51, C52, G12, G32.
Introduction

In recent years, Germany has been perceived as the most powerful state of the European Union with
significant geopolitical role. Germany has developed mutually advantageous relations with other European
countries, including Visegrad Group countries. It was this significant dependency of Visegrad Group countries on
German economy that motivated us to investigate the predictability of German market.

The paper is organized as follows: The second section shortly describes the relationship between Central
European countries and Germany. It also gives an overview of equity prices prediction from different points of
view and then the German equity market and its predictability are discussed. In the third section we have pointed
out specific variables considering their influence and dependency on the German’s stock market return. In the
fourth section we construct the model and predict the German’s stock market return. At the end we discuss
achieved results in context of other researches and we make a summary of them.
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Conclusion

Development of German economy and capital market is significantly important for other European
countries, but specifically for Visegrad Group countries. A significant interdependency between Germany and
Visegrad Group countries had motived us examine the predictability of German stock index returns using
multifactorial linear model. After presenting an overview on current research on the stock market predictability
and efficiency in the analytical part of paper we formulate a research problem and using time series models as
well as linear regression models we estimate and in detail describe important parameters of the German stock
market development. We came to conclusion that four macroeconomic variables are specifically important and
significant for the development of German stock market index DAX, namely Euro Area government bonds with
AAA rating, German net trade in goods with all the countries of the world, net financial assets of German
households and non-profit organisations serving households, and the exchange rate for Russian rouble to Euro.
Our results confirmed short-term relationship between DAX and selected macroeconomic variables, among which
AAA rated euro area government bonds have the biggest impact. Our multifactorial linear model provided
adequate fit to actual DAX stock prices although there is a degree of under-prediction involved as common for an
econometric model.
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Abstract

The Shariah law makes Amanah (trustworthiness) a fundamental obligation for all the contractual parties.
From the agency theory perspective, we, thus, investigate managerial trustworthiness in capital structure
decisions of Shariah firms and compare it with those of Non-Shariah firms, in the light of Islamic principle of
Amanah (trustworthiness). Specifically, we examine whether capital structure of Shariah firms is partially
influenced by managerial ownership under the motivation of self-interest. Using the data from Pakistan, our
results show that, unlike Non-Shariah firms, leverage ratios in Shariah firms are insensitive to the varying degree
of managerial ownership, indicating absence of managerial opportunism in financial decisions of these firms. For
the Non-Shariah firms, on the other hand, our results confirm findings of previous research which reveal that
managers manipulate leverage ratios in their own interestat the cost of firm value, indicating the severity of
agency conflicts among these firms. Invoking agency theory, we argue that certain firm characteristics (such as
lower free cash-flows and lesser liquidity), achieved through Shariah compliance, help Shariah firms mitigate
agency conflicts. These features persuade managers to behave less opportunistically than their counterparts in
Non-Shariah firms as shown from their financing choices. The results are important for understanding nature of
the two types of firms studied and the cross-sectional differences between the capital structure choices of these
firms. Besides, our findings have also implications for growing number of Shariah compliant firms and a new
clientele of Islamic investors who have entered capital markets due to the Islamic image of Shariah firms in
Muslim majority country like Pakistan.

Keyword: Capital structure, Shariah firms, Islamic finance, managerial opportunism.
JEL Classification: G32, G34.
Introduction

The principle of Amanah (trustworthiness) stands as a cornerstone of Islamic teachings on all forms of
business contracts and dealings. Trustworthiness serves as a guiding principle in an agency contract involving an
agent (or trustee) to act on behalf of the principal (or trustor).The principle obligates all contractual parties to act
as trustee to one another and calls for strict adherence to theclauses stipulated explicitly (or implicitly) within the
contract (Igbal 1992). In the modern theory of firm which views a firm as a nexus of contracts between various
stakeholders (Jensen and Meckling 1976), the relationship of principal (trustor) and agent (trustee) is analogous
to that of owners and managers, according to which managers are put into charge of business to act in the best
interest of the owners or shareholders (Jensen and Meckling 1976). In practice, however, the management is
often tempted to act in its self-interest rather than the shareholders’ (Fama and Jensen 1983), due to conflict of
interests arising from agency relationship. A wilful violation of trust by the management (agents) in pursuit of its
own interests rouses the conduct of managerial opportunism in the organization (Fama and Jensen 1983, Jensen
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1986, Jensen and Meckling 1976), which is not only against the very spirit of the principle of Amanah
(trustworthiness) in Islam but also the corporate ethics.

Friend and Lang (1988) argue that optimal capital structure (with desired level of leverage ratio. In trade-
off theory, optimal capital structure refers to the debt ratio which optimizes costs (financial distress) and benefits
(tax advantages) of debt), should be independent of the structure of ownership of the firm. The managerial-
optimization hypothesis developed and tested by Friend and Lang (1988) suggests in case management also
loses its stake at bankruptcy, it may deliberately keep the debt ratio lower than optimal level to avoid the risk of
bankruptcy. Managers may also manipulate debt ratio to be sub-optimally lower to reduce the risk of
unemployment in case of bankruptcy (Fama 1980). However, if varying managerial ownership in the firm affects
the debit ratio in its capital structure then it is an indication of managerial opportunism or lack of trustworthiness.
The prior literature recognizes such self-serving behaviour of managers in deliberately suppressing the debt
ratios lower than optimal level in order to avoid their ownership and employment risk arising from higher level of
debt and bankruptcy (Amihud and Lev 1981, Friend and Lang 1988). These findings, therefore, portray the lack of
trustworthiness and the managerial opportunism among Non-Shariah firms.
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Conclusions

Our objective in this paper is to study managerial opportunism reflected in the capital structure
determination as managerial ownership raises in the Shariah compliant firms. A Shariah firm is a rapidly emerging
species of corporate entities, which follows Islamic Shariah laws in its business operations. The fact that
trustworthiness claims to be one of the central principles of Shariah law governing economic activities (The
principles of Truthfullness and Trustworthiness are indisputably the two fundamental teachings on morality in
Islam. The Prophet (PBUH) in his early age as a successful trader earned a reputation of being truthful (SADIQ)
and trustworthy (AMEEN) in all his dealings), rouses our motivation to study managerial opportunism with special
reference to Shariah compliant firms. The Islamic Shariah laws are strictly based on the principles of justice, and
no injury or principle of maslahah for all the partners in a business contract. (Bashar 1997)

In this regard, while developing theory of capital structure in the context of Shariah firms, Ahmed (2007)
begins with the supposition that, like any other firm, managers in Shariah firms act in the interest of shareholders.
As discussed, the empirical findings contravene this assumption in case of conventional finance. No empirical
study however has addressed this hypothesis exclusively from the perspective of Shariah firms. We initiate the
research in this direction by investigating the impact of managerial ownership on capital structure of Shariah firms
and compare our results with those for conventional firms. We, specifically, seek to determine whether managers
influence leverage level of the firm in their own interest in Pakistan and whether this behaviour of management
varies among Shariah and Non-Shariah firms.

The main hypothesis for this study is to test managerial self-interest through influencing firm’s capital
structure as their proportion of ownership varies within the firm and make a comparative analysis of this
phenomenon for Shariah and Non-Shariah firms in Pakistan. Relying on our hypothesis based on the Islamic
fundamental principles of Amanah (trustworthiness), we argue that managers of a Shariah compliant firm might
behave differently than their counterparts in Non-Shariah firms. Based on the some of the main requirements of
Shariah compliance, which require firms to maintain lower level of cash and other liquid assets, we argue that this
tendency of maintaining low level of free cash flows by default in Shariah firms leads to lower the severity of
agency conflicts within the firm. As a result, managers would be inclined to behave less opportunistically than in
the case otherwise. Our results show significant differences between the managerial influence on leverage ratios
in Shariah and Non-Shariah firms. Our results indicate that degree of managerial ownership affects debt level of
the firm significantly in Non-Shariah firms indicating the element of opportunism and lack of trustworthiness, while
we observe no such tendency in case of Shariah firms. As we select only those firms which qualify for the Shariah
compliance for the whole period of the study, we argue that a firm which consistently makes the list of Shariah
compliance securities for long period might possess special inclination towards following Shariah principles. This
adherence to Shariah principles might instil in management of such firm a more responsible behaviour and
attitude towards all the other stakeholders of the firm. In a Muslim majority country like Pakistan, compliance with
Shariah principles might help firm gain a favourable reputation in the markets, which could possibly lead to a
strategic advantage over the competitors.
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Abstract:

In this article we would like to search the similarity respectively the diversity of selected economic aspects
in the forest sector of Slovakia and the Czech Republic. We have analyzed the structure of ownership in forestry,
species composition of forests, timber trade, employment in forestry sectors and other significant indicators. Than
we have focused on the situation in forestry within the whole Europe and compared it with the largest roundwood,
sawnwood and woodpulp producers in the world. In the analysis we have observed some similarity between
countries that we have examined. We have used the cluster analysis to verify this assumption of similarity. Main
objective of the article is to explore several indicators of Slovak and Czech forestry and compare them with
selected European and world countries, and obtain development trends in forestry sector for the future.

Keywords: forestry, timber, conifers, broadleaves, cluster analysis.
JEL Classification: Q15, Q17.

Introduction

Forestry and the related timber industry and timber trade are for many European and world countries very
important sectors of national economy. Forests, forestry and forest products for a sustainable future, describes a
world where economic output has more than doubled in the 20 years since the Rio Earth Summit, but this growth
has been achieved at the expense of natural resources, including forests. The world now needs to change its
thinking about “progress” and develop new approaches for future economic success. (State of World’s Forests,
2011)

Managing forests responsibly and sustainably requires a balanced approach encompassing the three
pillars of sustainability — economic, social and environmental.Except wood and wood products forests provide
with number of ecological and environmental services, such as water purification, erosion control and carbon
sequestration. It is needed to understand current forest resources and the variety of ways by which forests are
changing.
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Conclusion

Final production of the forestry sector in 2013 reached in Slovakia a value of about 466 million EUR.
Gross added value of industry in the same year was 241.8 million EUR and Net added value 212.6 million EUR.
Net income from independent activity reached 52.57 million EUR and net business income 31.5 million EUR.

In Slovakia there persist in this sector particularly problems associated with the ownership of forest land.
There are thousands of private owners and this situation causes huge amount of problems and
misunderstandings of various kinds. For example, in case of inheritance proceedings, sale of timber, forest
development etc. As in other sectors, also in Slovak and Czech forestry, there is a trend of decreasing
employment. In comparison to previous years there has been recorded a huge decline of forestry workers. There
are many problems in forestry of Slovakia and the Czech Republic, therefore it is necessary to reverse the
negative development and try to increase economic indicators like employment, profit, timber production, export
of wood etc. in the sector. Here we see the opportunity to learn from forestry history, but also from other countries
that are successful in forestry, manufacturing of wood, paper and paper products. Also cluster analysis indicates
a possible direction of future cooperation efforts respectively suggests from which countries we should learn
better efficiency in forestry sector.

Changes in the number of public and private forest holdings, not just the total areas in these categories,
have important implications for forest management in Europe. The change in ownership structure that took place
in European countries between 1990 and 2010 was mostly affected by the restitution and privatization process
that has taken place in countries formerly under centrally planned economies. There is a tendency for the
average size of private forest holdings to decrease in countries undergoing this process (e.g. Latvia, Hungary,
Slovakia and Slovenia) and also in other countries that have an increasing forest area due to afforestation
measures (e.g. lceland, Ireland).

In the regions of Europe, Russian Federation and North America was together in 2013 produced 260,234
thousand m3 of softwood and hardwood together, in 2012 it was 254,319 thousand m3. Annual increase of
production in 2013 was 2.3%. The largest share of these increases had North America region. Region Europe
produced 111,952 thousand m? of softwood and hardwood in 2013 and 111,282 thousand m? in 2012.

Wood consumption had been increasing steadily in Europe until the 2008 — 2009 economic crises, which
negatively affected the entire forest sector when consumption declined. Only wood for energy countered the
decline with rising consumption primarily due to governments’ renewable energy policies.

A crucial challenge for the next decade will be the recruitment of new entrants to maintain the necessary
capacities in forest operations and management, both in numbers and with higher competences.

Acknowledgement
This article is an outcome of project KEGA 058PU-4/2015.

References

[11 Ambrusova, L., Halaj, D., llavsky, J., Marttila, J. (2013). Atlas of the forest sector in Slovakia. Working Papers
of the Finnish Forest Research Institute. http://www.metla.fi/julkaisut/workingpapers/ 2013/mwp257.pdf

[2] Horvathova, J., MokriSova, M. (2014). Determination of cost of equity for selected enterprises of the energy
industry applying the CAPM model and its comparison with the model with gradual counting risk premium.
Journal of Management and Business, 6(1): 43-54.

[3] Suhanyi, L., Suhanyiova, A. (2014). Multi-criteria decision-making tool design for the investment decision-
making of territorial self-government regions. Journal of Applied Economic Sciences, Volume IX, 1(27): 110-
122.

[4] Suhanyiova, A., Korecko, J. (2014). Analysis of tax systems in Slovakia, Hungary and Czech Republic and
the tax harmonization in European Union. Journal of Applied Economic Sciences, Volume IX, 2(28): 299-313.

*** Annual Review and Assessment of the World Timber Situation. EURO FOREST PORTAL. http://www.itto.-
int/en/annual _review/

“* Arvydas Lebedys. Forest products contribution to GDP. https://www.unece.org/fileadmin/DAM-/timber/
meetings/20150318/2015jwpfsem-item6-roundtable-2-lebedys.pdf

“* Climate Change 2013: The Physical Science Basis. Intergovernmental panel on Climate Change. http://ww-
w.ipcc.ch/report/arb/wg1/

1019


http://www.metla.fi/julkaisut/workingpapers/%202013/mwp257.pdf
http://www.itto.-int/en/annual_review/
http://www.itto.-int/en/annual_review/
https://www.unece.org/fileadmin/DAM-/timber/%20meetings/20150318/2015jwpfsem-item6-roundtable-2-lebedys.pdf
https://www.unece.org/fileadmin/DAM-/timber/%20meetings/20150318/2015jwpfsem-item6-roundtable-2-lebedys.pdf
http://ww-w.ipcc.ch/report/ar5/wg1/
http://ww-w.ipcc.ch/report/ar5/wg1/

Journal of Applied Economic Sciences
Volume X, Issu&37), Winter2015

*** Cluster Analysis. Quick-R. http://www.statmethods.net/advstats/cluster.html

**** Forestry statistics in detail. Eurostat. http://ec.europa.eu/eurostat/statistics-explained/index.php-/Forestry
statistics_in_detail

*** Krizy prichadzaju aj odchadzaju, no nase lesu musia zostat. Les Medium. http://www.lesmedium.sk/clanok.-
php?id =167298
*** Lesy, drevo, polovnictvo. Ministerstvo pddohospodérstva a rozvoja vidieka. http://www.mpsr.sk/sk/

*** News & Events. Wood Wisdom-Net. http://www.woodwisdom.net/news-events/ Obchod s drevom. Lesy SR,
Statny podnik. http://www.lesy.sk/showdoc.do?docid=29

*** Odvodové zataZenie Lesov SR, §.p. v prospech $tatneho rozpoétu a poistovni 2008 — 2014. Lesy SR, $tatny
podnik. http://www.lesy.sk/showdoc.do?docid=5259

*** Roéné se v CR tézicca 16 mil m3 dieva. Ustav pro hospodarsk outpravulesi Brandysnad Labem.
http://www.uhul.cz/rychle-informace/444-rocne-se-v-cr-tezi-cca-16-mil-m3-dreva

*** State of Europe’s Forests 2011. Ministerial Conference on the Protection of Forests in Europe. http://www. -
foresteurope.org/documentos/State of Europes Forests 2011 Report Revised November 2011.pdf

** State of the World's Forests 2012. Food and Agriculture Organization of the United Nations.
http://www.fao.org/docrep/016/i3010e/i3010e.pdf

*** State of the World's Forests, Enhancing the socio economic benefits from forests. Food and Agriculture
Organization of the United Nations. http://www.fao.org/3/a-i3710e/i3710e00.pdf

** Tazba a dodavky dreva. Statisticky urad Slovenskej Republiky. —http:/www.statistics.sk/pls/elisw/-
objekt.send?uic=800&m_ss0=6&m_s0=18&ic=15

*** \lybrané finantné a ekonomické ukazovatele v lesnom hospodarstve SR. Statisticky trad Slovenskej
republiky.http://www.statistics.sk/pls/elisw/objekt.send?uic=1671&m_ss0=6&m_so0=18&ic=16

=% \/yroéni zprava 2013. Lesy Ceské republiky, s.p. http://www.lesycr.cz/o-nas/dokumenty-ke-
stazeni/Documents/Lesy_Ceske_republiky Vyrocni_zprava_2013.pdf

*** 7nrava 0 stavu lesa a lesniho hospodaistvi Ceské republiky v roce 2013. Minister Médelstvi.
http://eagri.cz/public/web/file/337394/Zprava_o_stavu_lesa_2013.pdf

1020


http://www.statmethods.net/advstats/cluster.html
http://ec.europa.eu/eurostat/statistics-explained/index.php-/Forestry_%20statistics_in_detail
http://ec.europa.eu/eurostat/statistics-explained/index.php-/Forestry_%20statistics_in_detail
http://www.lesmedium.sk/clanok.-php?id%20=167298
http://www.lesmedium.sk/clanok.-php?id%20=167298
http://www.mpsr.sk/sk/
http://www.woodwisdom.net/news-events/
http://www.lesy.sk/showdoc.do?docid=29
http://www.lesy.sk/showdoc.do?docid=5259
http://www.uhul.cz/rychle-informace/444-rocne-se-v-cr-tezi-cca-16-mil-m3-dreva
http://www.fao.org/docrep/016/i3010e/i3010e.pdf
http://www.fao.org/3/a-i3710e/i3710e00.pdf
http://www.statistics.sk/pls/elisw/-%20objekt.send?uic=800&m_sso=6&m_so=18&ic=15
http://www.statistics.sk/pls/elisw/-%20objekt.send?uic=800&m_sso=6&m_so=18&ic=15
http://www.statistics.sk/pls/elisw/objekt.send?uic=1671&m_sso=6&m_so=18&ic=16
http://www.lesycr.cz/o-nas/dokumenty-ke-stazeni/Documents/Lesy_Ceske_republiky_Vyrocni_zprava_2013.pdf
http://www.lesycr.cz/o-nas/dokumenty-ke-stazeni/Documents/Lesy_Ceske_republiky_Vyrocni_zprava_2013.pdf
http://eagri.cz/public/web/file/337394/Zprava_o_stavu_lesa_2013.pdf

Journal of Applied Economic Sciences
Volume X, Issu&37), Winter2015

Implementation of Analytic Hierarchy Process Method in Decision-Making
on the Choice of Accounting between National Accounting Standards and
International Financial Reporting Standards

Michal KRAJNAK

Faculty of Economics, Department of Accounting
VSB-Technical University of Ostrava, Czech Republic
michal.krajnak@vsb.cz

Abstract:

The article deals with selected aspects of accounting and preparation of financial statements in
accordance with the national accounting standards, selected multinational system of accounting standards and
their combinations. When deciding whether to keep accounts only in accordance with national legislation or in
accordance with International Financial Reporting Standards, a variety of criteria is taken into account. As has
been found, each of the criteria has a different weight. Most considered criterion is the level of costs. Moreover, a
number of methods and procedures that are used by International Financial Reporting Standards are
characterized by a higher level of sophistication.

The results of the research show that the highest weight occurs in case, when the accounting is
performed only according to national accounting legislation. The drawback of this option might be a lower quality
and limited comparability of financial statements.

Keywords: AHP, costs, International Financial Reporting Standards, financial statement, sensitivity analysis,
weight of criteria.
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Introduction

Information on the economic events of an organization is provided by accounting. Accounting is an
information and measurement system that identifies, records, and communicates relevant, reliable and
comparable information about organization’s business activities. (Wild et al. 2005) In order to maintain their own
competitive advantages, it is critical that organizations understand and monitor their performance (Stampestova
2014). An important role is played primarily by the financial statements. Accounting systems in individual
countries are different. Increasing globalization of markets, international and intercontinental interconnection of
the economies led to the initiation of a long process of accounting harmonization. The task of harmonization is to
ensure comparability of reporting of financial information. As reported by (Reimers 2008), financial statements
provide a basis for decision-making, therefore one of the most important tasks of accounting is to ensure that the
financial statements give a true and fair view of the financial situation.

Today, the two main accounting standards are the International Financial Reporting Standards (IFRS),
which are used or allowed in more than 120 countries, and the United States Generally Accepted Accounting
Principles (US GAAP) which are mainly adopted in the USA. (Ghio and Verona 2015)

The aim of this article is, by using of the multi-criteria decision methods, to select and identify the financial
reporting system which delivers the highest utility with respect to changes in criteria weight.
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Conclusion

The results show that accounting and reporting according to two systems (national and multinational
accounting) brings high costs, which is the reason why this variant takes the last position. In case of emergence
of multinational corporations or investment from foreign partners, the accounting only according to national
accounting standards is insufficient. The way to achieve a gradual compliance of national legislation with the
IFRS rules might be variants based on the gradual implementation of selected IFRS provisions national
legislation. The implementation of IFRS lowers the information asymmetry. (Bushmannand Smith 2001)

Comparability and transparency of financial statements may ensure further development of the economy
worldwide. IFRS are, more than on their own accounting, focusing on the financial statements and do not strictly
regulate the accounting procedures, because each accounting entity can define its own chart of accounts and
choose such methods in order to achieve a true and fair frame.

The amount of financial statements prepared in accordance with IFRS increases. Integrating the principles
on which IFRS is based into national standards has a positive impact not only on the accounting entities
themselves, but also on their surroundings. The increasing global nature of the economy will continue to increase
the pressure on unification of accounting systems. The implications for users of IFRS financial statements are
that international comparability may have Increased (Nobes 2013). The ongoing Convergence process gradually
eliminates the differences between IFRS and US GAAP. While, from the short term perspective, the
implementation of IFRS into CAS might be less beneficial, in the longer term, the resulting effect will exceed the
costs incurred.

For the financial statements to provide accurate information, it is necessary to consistently apply all
accounting principles, whether it is accounted only in accordance with national legislation or IFRS.
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APPENDIX

Table A - Saaty’s matrix for sub-criteriak-Ks and consistency test

Criterion K1 Kz K3 K4 G Vi max Cl RI (04
1 5 3

Ki 7 3.201 0.579 4.122 0.041 0.90 0.045
K2 115 1 1 3 0.880 0.159 4.083 0.027 0.90 0.031
5
1

Ks 113 1 1 1.136 0.205 4.088 0.029 0.90 0.033
K4 1 13 15 0.312 0.056 4.130 0.043 0.90 0.048
Source: own calculation’s according to data from the questionnaire survey

Table B - Saaty’s matrix for sub-criteria Ks-Ks and consistency test

Ks 1 17 0.377 0.125 2 0 0 0
Ks 7 1 2646 0875 2 0 0 0

Source: own calculation’s according to data from the questionnaire survey

Table C - Saaty’s matrix for sub-criteria K7-Kgand consistency test

Kr 1 1 3 1442 0429 3 0 058 0
Ks 1 1 3 1442 0429 3 0 058 0
Ks 18 13 1 0481 0.142 3 0 058 0

Source: own calculation’s according to data from the questionnaire survey

Table D - Saaty’s matrix for sub-criteria K1o-K13and consistency test

Criterion Ki1o Ki1 K12 Kiz G ' max (of] RI CR

Kio 1 7 5 3 3.201 0.579 4.182 0.061 0.90 0.067
Ki1 117 115 13 0312 0.057 4171 0.057 0.90 0.063
K12 115 5 1 1 1 0.182 4.202 0.067 0.90 0.075
Kis 113 3 1 1 1 0.182 4.004 0.001 0.90 0.002

Source: own calculation’s according to data from the questionnaire survey

Table E — Comparison of variants for K1and consistency test

Variant Vi V; Vs Vs \'5 vi[%] Vgi[ %] max Cl RI CR

Vi 119 15 15 1/4 3.43 0.95 530  0.076 112 0.068
\Z 9 1 5 S 6 56.51 15.60 526  0.064 112 0.057
Vs 5 15 1 1 2 15.36 4.24 507  0.017 112 0.015
\'Z 5 15 1 1 2 15.36 4.24 507  0.017 112 0.015
Vs 4 16 2 112 1 9.34 2.58 512 0.030 112 0.027
Total - - - - - 100,00  27.61 - - - -

Source: own calculation’s

Table F - Comparisonof variants for K2 and consistency test

Variant V1 Vz V3 V4 V5 Vi[%] Vgi[%] max Cl | (043
Vi 1 19 13 14 14 3.80 0.29 5.35 0.074 1.12 0.066
V, 9 1 7 6 6 59.91 4.55 5.41 0.080 1.12 0.072
Vs 3 1 13 13 6.95 0.53 9.31 0.069 1.12 0.062
Vs 4 1/6 3 1 1 14.67 1.11 5.14 0.034 1.12 0.030
Vs 4 1/6 3 1 1 14.67 1.11 5.14 0.034 1.12 0.030
Total - - - - - 100,00 7.59 - - - -

Source: own calculation’s
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Table G — Comparison of variants for Ksand consistency test

Variant

Vi 1 19 13 15 13 3.79 0.37 5.29 0.073 1.12 0.065
V, 9 1 7 5 7 58.71 5.75 5.35 0.087 1.12 0.078
Vs 3 A7 1 13 2 9.80 0.96 5.15 0.038 1.12 0.034
Vy 5 15 3 1 4 20.69 2.03 5.26 0.065 1.12 0.058
Vs 3 17 12 14 1 7.01 0.69 5.25 0.064 1.12 0.057
Total - - - - - 100,00 9.80 - - - -

Source: own calculation’s

Table H — Comparison of variants for Ksand consistency test

Variant v V2 Vs Vs Vs Vi[%] Vgi[%] max Cl RI CR

-

Vi 119 119 16  1/4 2.87 0.08 534  0.084 112 0.075
\Z 9 1 1 4 6 38.29 1.03 516 0.039 112 0.035
Vs S 1 1 4 6 38.29 1.03 516  0.039 112 0.035
2 6 14 1/4 1 4 14.17 0.38 537  0.092 112 0.082
Vs 4 16 16 1/4 1 6.38 0.17 536 0.089 112 0.080
Total - - - - - 100,00 2.69 - - - -

Source: own calculation’s

Table | -Comparisonof variants for Ksand consistency test

Variant Vi Vo Vi Vi Vs Vi%]  vg[%] o cl RI CR

w

Vi 1 4 9 1 4 37.26 0.79 5109  0.027 112 0.024
\Z 1/4 1 6 1/4 1 11.33 024 5124  0.031 112 0.027
Vs 9 16 119 16 2.80 006 5311 0.077 112 0.069
Vy 1 4 9 1 4 37.27 0.79 5109  0.027 112 0.024
Vs 1/4 1 6 1/4 1 11.34 024 5124  0.031 112 0.027
Total - - - - - 100,00 2.12 - - - -

Source: own calculation’s
Table J - Comparisonof variants for Ksand consistency test
Variant V1 Vz V3 V4 V5 Vi[%] Vgi[%] max Cl | (043

Vi 1 14 3 4 6 22.81 339 5232  0.058 112 0.052
\Z 4 1 6 7 9 55.32 822 5329  0.082 112 0.074
Vs 13 1/6 1 3 4 11.80 1.75 5285  0.07 112 0.064
\'Z 174 17 113 1 3 6.57 098 5269  0.067 112 0.060
Vs 16 119 1/4 113 1 3.50 052 5301 0.076 112 0.068

Total - - - - - 100,00 14.85 - - - -
Source: own calculation’s

Table K - Comparisonof variants for Czand consistency test

Variant Vi Vo Vi Vi Vs Vi%]  vg[%] o cl RI CR
Vi 1 9 1 9 9 428  2.045 5 0 112 0
V, 179 1 19 1 1 476 023 5 0 112 0
Vs 1 9 1 9 9 428  2.045 5 0 112 0
Vs 170 1 19 1 1 476 023 5 0 112 0
Vs 17 1 19 1 1 476 023 5 0 112 0
Total - - - - - 10000 478 . -

Source: own calculation’s
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Table L — Comparison of variants for K7and consistency test

Variant Vs vi[%] RI

Vi 1 19 16 14 1/4 3.40 0.14 532  0.079 112 0.071
V; 9 1 4 6 6 55.06 2.29 528  0.069 112 0.062
Vi 6 1/4 1 3 3 22.10 0.92 518  0.046 112 0.041
Vs 4 16 13 1 1 9.72 0.41 510  0.025 112 0.022
Vs 4 16 13 1 1 9.72 0.41 510  0.025 112 0.022
Total - 100,00 417 - - -

Source: own calculation’s

Table M — Comparison of variants for Ksand consistency test

Variant V1 Vz V3 V4 V5 Vi[%] Vgi[%] max Cl | CR

Vi 119 18 17T 15 3.29 0.14 529  0.074 112 0.066
\Z 9 1 7 3 5 51.00 212 527  0.061 112 0.062
Vs 3 T 115 13 6.36 0.27 520  0.051 112 0.046
2 7113 5 1 3 26.38 1.10 519  0.049 112 0.044
Vs 5 15 3 13 1 12.96 0.54 5.21 0.052 112 0.047
Total - - - 100,00 417 - -

Source: own calculation’s

Table N — Comparison of variants for Ksand consistency test

Vi 1 13 7 3 6 27.05 0.38 524 0.059 1.12 0.053
V2 3 1 9 5 7 50.41 0.69 5.33 0.082 1.12 0.074
Vs 17 119 1 156 13 3.25 0.05 5.33 0.082 1.12 0.074
A 113 1/5 5 1 4 13.57 0.19 5.29 0.074 1.12 0.065
Vs 16 117 3 1/4 1 5.73 0.08 5.34 0.086 1.12 0.076
Total - - 100,00 1.39 - - - -
Source: own calculation’s
Table O — Comparison of variants for Kioand consistency test
Variant V1 Vz V3 V4 V5 Vi[%] Vgi[%] max Cl | (043
Vi 1 4 16 14 1/4 7.06 0.85 5.37 0.092 1.12 0.082
\'A 1/4 1 19 16 1/6 3.18 0.38 5.36 0.089 1.12 0.079
Vs 6 9 1 4 4 51.58 6.23 5.34 0.084 1.12 0.075
V, 4 6 1/4 1 1 19.09 2.31 5.16 0.039 1.12 0.035
Vs 4 6 1/4 1 1 19.09 2.31 5.16 0.039 1.12 0.035
Total - - 100,00 12.08 - -
Source: own calculation’s
Table P — Comparison of variants for K11 and consistency test

Variant \'A V. Vi Vi, Vs Vi[%] Vgi[%] i Cl RI CR
\' 1 5 1 9 5 38.99 0.46 5.12 0.029 1.12 0.026
V, 1/5 1 1/5 5 1 9.57 0.11 513 0.033 1.12 0.030
Vs 1 5 1 9 5 38.99 0.46 5.12 0.029 1.12 0.026
V4 19 15 19 1 15 2.88 0.04 5.34 0.084 1.12 0.075
Vs 1/5 1 1/5 5 1 9.57 0.12 5.14 0.033 1.12 0.302
Total - - 100,00 1.19 - -

Source: own calculation’s
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Table Q — Comparison of variants for Ki2and consistency test

Variant

Vi 1 1 1/9 1 1/6 5.30 0.20 5.04 0.009 1.12 0.009
V, 1 1 19 1 16 5.30 0.20 5.04 0.009 1.12 0.009
Vs 9 9 1 9 4 58.00 2.19 5.27 0.067 1.12 0.060
Vy 1 1 19 1 16 5.30 0.20 5.04 0.009 1.12 0.008
Vs 6 6 1/4 6 1 26.10 0.99 5.21 0.051 1.12 0.046
Total - - - 100,00 3.78 - - - -

Source: own calculation’s

Table R — Comparison of variants for Kizand consistency test

Variant V1 Vz V3 V4 V5 Vi[%] Vgi[%] max Cl | CR
Vi 1 7 13 6 3 27.37 1.03 5.31 0.077 1.12 0.069
V, 117 1 19 13 1/6 3.17 0.12 5.33 0.082 1.12 0.073
V; 3 9 1 7 4 48.78 1.84 5.32 0.080 1.12 0.072
Vs 1/6 3 17 1 14 5.79 0.22 5.28 0.069 1.12 0.062
Vs 1/3 6 1/4 4 1 14.89 0.57 5.27 0.067 1.12 0.060
Total - - - - 100,00 3.78 - - - -

Source: own calculation’s
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Abstract

Remittance is one of the most important external sources flowing into developing countries. Many studies
have examined the impact of remittances on macroeconomic issues. However, there is a gap of empirical
research on the impact of remittances on inflation in Asian and the Pacific developing countries. This study
applied such econometrics methods as Ordinary Least Squares (OLS), Two-Stage Least Squares (2-SLS), Panel
Generalized Method of Moments (PGMM) and panel Granger causality to investigate this impact. Annual data for
the period 1985 — 2013 of 32 developing countries in Asian and the Pacific is used in this study. The results found
that remittance inflows significantly increase inflation during the research period and there exists a one-way
Granger causality from remittances to inflation.

Keywords: Asian and the Pacific developing countries, Inflation, remittance inflows, Granger causality.
JEL Classification: C33, E31, F22.
Introduction

Since the 1980s, remittances have been rapidly increasing in quantity in the developing world.
Remittances are actually considered as an important capital source for fostering economic growth and reducing
poverty in the developing countries. There have been many empirical researches on the effect of remittances on
the macroeconomic issues in the recipient countries. In particular, some studies showed that remittance shave
positive contribution to economic development such as economic growth promotion(Giuliano and Ruiz-Arranz
2009; Rao and Hassan 2011, Nyamongo et al. 2012), financial sector expansion (Chowdhury 2011, Aggarwal et
al. 2011, Cooray 2012, Beine et al. 2012), economy’s competitiveness enhancement (Bayangos and Jansen
2011), poverty alleviation (Acosta et al. 2008, Gupta et al. 2009, Imai et al. 2014), and improvement of household
expenditures. (Combes and Ebeke 2011)

However, there are few studies on negative impact of remittances on the economy of recipient countries.
For instance, some studies found the effect of remittances on social inequality (Acosta et al. 2008) or corruption
(Berdiev et al. 2013). There seems to be a research gap on the relationship between remittance inflows and
inflation for the case of the recipient countries in Asian and the Pacific or other continents. Consequently, the
question of whether the relationship between remittance inflows and inflation is positive or negative or even
insignificant remains unfastened.

In the recent years, Asian and the Pacific have emerged as a region with the most rapid growth of
remittances in the world. According to data from World Bank, Asian and the Pacific’'s remittance inflows
accounted for about 47% of the total amount of remittances worldwide. Within two decades, the remittances in
Asian and the Pacific have increased 14 times, from $14.2 billion in 1990 up to $198.2 billion in 2010, and
currently have a strong upward trend. In 2012, there are 20 Asian and the Pacific countries with the ratio of
remittances to GDP greater than 1%. It is noteworthy that the amount of remittances is higher Official
Development Aid (ODA) and becomes the second capital inflow after foreign direct investment (FDI) with respect
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to the flows of foreign capital into Asian and the Pacific (Figure 1). However, in Asian and the Pacific region,
remittances are mainly transferred into the developing countries. Specifically, the value of remittances into these
countries accounted for 90% (in 2000) and 97% (in 2012) of the total amount of remittances into Asian and the
Pacific countries.
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Source: World Bank (World Development Indicators)
Figure 1 - Remittances and other resource inflows in Asian and the Pacific.

Therefore, how will inflation be affected by the remittances flow for the case of developing countries in
Asian and the Pacific region? However, no matter how the impact of remittances is, this impact needs to be
investigated as a basis for policies adjustments to stabilize inflation and maintain sustainable economic growth.

Consequently, this study was conducted to with the objective of examining the relationship between
remittances and inflation in recipient countries with the using data from 32 developing countries in Asian and the
Pacific. The research results may supplement in theoretical framework about the impact of remittances on the
whole economy in general and the relationship between this foreign currency flow and inflation in developing
countries in particular.

Next section presents the literature review by summarizing the empirical researches. Section Il introduces
the econometric model and describes research data. Section IV presents the regression estimations. Section V
discusses the results of panel Granger causality. Finally, Section VI concludes remarkable findings.
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Conclusion

Unlike the previous studies on the remittances-inflation nexus, a sample of 32 Asian and the Pacific
developing countries over the period 1985-2013 was applied in this study to examine this relationship. The results
found that higher remittance inflows raise inflation rate in these countries. In particular, results from three
estimation methods applied in this research showed that there is a positive relationship between remittances and
inflation. Furthermore, the Panel Granger causality test confirmed the existence of one-way causality from
remittances to inflation in the research period. The research results complement and contribute to literature on
the impact of remittances on the economy. The research findings also provide useful information about the impact
direction of remittances on inflation, and thenceforth the policymakers in these countries can enhance the
effectiveness of planning and operating monetary policy to stabilize inflation due to the upward trend in remittance
inflows in Asian and the Pacific region.
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Appendix
Appendix 1 - List of countries used in research sample
Country
Armenia Lao
Azerbaijan Macao
Bangladesh Malaysia
Bhutan Maldives
Cambodia Mongolia
China Nepal
Fiji Pakistan
Georgia Papua New Guinea
Hong Kong Philippines
India Samoa
Indonesia Solomon Islands
Iran Sri Lanka
Kazakhstan Tajikistan
Kiribati Thailand
Korea, Rep. Turkey
Kyrgyz Republic Vietnam
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Abstract

Recent year's Russian economy has been continuously changing fowards the un-raw model. In such
circumstances, the active development of in-building of the goal-oriented financial institute into the process of
managing the modernization in real sector of industry is of great value. Currently, the activity of Russian banks
does not provide rational allocation of economic resources. This tendency is reflected in GDP’s structure. All this
stimulates the development of new form of real and financial sectors interaction. As well as industrial enterprises
and banks that can provide an efficient use of the combined capacity of the participants. Besides, this can help to
model a set of tools that will allow determining the optimal composition within the financial-industrial groups. In
the article were present a model that allows investigating the impact of the effect of intra-group financing and
management costs for the balance of corporate merger. This model can be used to analyze the conditions of the
innovation-oriented financial-industrial groups’ formation and to determine possible scope of investment. In
accordance with the institutional and project-based approach the regulatory role of the state is grounded. It is
assumed that the state stimulates the development and strengthening of strategic interactions of real and
financial sectors of the Russian economy. As well as corresponding directions of the state impact at the
processes are determined.

The model developed and the conclusions and recommendations presented can be used in the process of
strategic decision-making in relation to the formation of institutional and infrastructural interactions of financial and
industrial systems that are oriented at achieving the goals of modernization and sustainable development of the
national economy in the long-term context.

Keywords: financial institutions, the real economy sector, modernization, financial and industrial group, strategy
of the development, state regulation.

JEL Classification: G24, 025.
Introduction

Fundamental changes of the geopolitical and geo-economics’ conditions oriented the vector of the
strategic development of Russia towards the implementation of the non-raw model. This is directly connected with
the objectives of rational allocation and use of financial resources for stimulating the development of the real
industrial sector. New challenges facing Russian economy that have radically changed the environment, caused
the modernization of management system of the industrial development, including those related to the formation
of the new forms and methods of the interaction between the financial and real sectors of the economy. Here it is
about the goal-oriented incorporation of financial institutions as an active element in the management of the
modernization process in the non-raw sector of industry.
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Conclusion

Thus, the basic problem of thedevelopmentof non-oil vector of Russian industry formation is the weak
focus of the national financial system on the development of the real economy sector. When determining the
basic vectors of thestate policy for the industrial development, it is necessary to focus on the fact that its main
purpose is to provide a stable, innovative growth of the real sector in the long term. This should be considered as
an imperative of institutional transformationsin regard to the industrial enterprises and enterprises in the financial
and credit sphereinteractions.

Basic directions of the strategic interactions development of Russian sectors of economy should be:

Aformation of the new forms and technologies of interaction of the non-oil sector and credit-financial
enterprises that will be focused on the technological innovation transfer with the result-focused
orientation;

Aformation of the institutional environment, that allow developing new economic relations in the plane of
interaction between financial institutions and industrial companies;

Aidentifying and supporting companies and their associations that can become the engines of growth of
non-oil industries and leaders of import substitution.

Almplementation of these measures will enhance the capacity of non-oil development of the real sector of
the Russian economy.At the same time special attention is paid to the state in the formation of
supportive institutional structure of the society for the financial and industrial sectors interaction, as well
as in opposition to external threats of political and economic nature.This is particularly due to the fact
that "well-planned public investment projects tend to stimulate the accumulation of private capital, that
seeks access and tries to reach innovative projects”. (Amsden, Intriligator, McIntyre, Taylor 1996)

Implementation of the state policy focused on the design of the effective model of the financial and real
sectors’ interaction will strengthen the targeting of financial resources of innovative development and will provide
better integration of the entities of industrial integration financial potentials towards the direction of the fullest
appropriate targets of national strategies.
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Abstract

The lack of nominal exchange rate flexibility in the monetary union induced the growing divergence of
trade performance among the member countries. Intra-Eurozone current account imbalances among countries
with different income levels per capita fuel discussions on competitiveness channels under common currency.
Asynchronous current account trends between North and South of the Euro Area were accompanied by
significant appreciations of real exchange rate in the periphery economies originating in the strong shifts in
consumer prices and unit labor costs in these countries relative to the countries of the Euro Area core. The issue
is whether the real exchange rate is a significant driver of persisting current account imbalances in the Euro Area
considering than, according to some authors, differences in domestic demand are more important than is often
realized. In the paper we analyze main aspects of current account adjustments in the Euro Area member
countries.From estimated VAR model we calculateimpulse-response function of the current account to the real
exchange rate (REER calculated on CPI and ULC base) and domestic demand shocks and variance
decomposition to examine the relative importance of both shocks.QOur results indicate that while the prices and
costs related determinants of external competitiveness affected imports more significantly than exports, demand
drivers shaped current account balances mainly during the crisis period.

Keywords: current account, real exchange rate, economic crisis, vector autoregression, impulse-response
function, variance decomposition.

JEL Classification: C32, F32, F41.
Introduction

Euro Area member countries are still suffering from negative effects of the crisis period. Increasing
economic imbalances have become obvious in the Euro Area since the start of the monetary union. Differentials
in productivity, inflation and unit labor costs were indeed very persistent (Comunale and Hessel 2014). Economic
and debt crisis highlighted their existence and impropriate economic policy mix has even intensified their negative
implications. Economic imbalances are obvious not only among different countries (e.g. rising disparities between
core and periphery) but also within particular member countries of the Euro Area (Gruber and Kamin 2005). In
addition, we can observe clear contagion effect among the European Union member countries. Disturbances and
distortions are fairly transmitted on both intra-country and cross-country levels. (Berger and Nitsch 2010)

Exposure of countries to negative implications of exchange rate volatility (Stavarek 2011) represents one
of areas of empirical investigations related to the fixed versus flexible exchange rate dilemma (Calvo and
Reinhart 2002). Analysis of various aspects of exchange rate shift and its influence on macroeconomic
performance provides information on cross-country expenditure shifting/switching effects. The lack of nominal
exchange rate flexibility in the monetary union induces the growing divergence of trade performance among the
member countries with different income levels per capita (Chen, Milesi-Ferretti and Tressel 2012). Fixed nominal
exchange rate triggers real exchange rate adjustments through relative price and unit labor costs levels alone,
which can be difficult in the presence of rigidities in national goods and services markets. (Berger and Nitsch
2010)

Investigation of relative changes in real exchange rates and associated adjustments in current accounts
reveals causal relationship between real exchange rate and international competitiveness (Rusek 2013). Shifts in
competitiveness associated with real exchange rate movements correspond to changes in relative prices and unit
labor costs. Real exchange rate appreciation makes domestic goods less competitive because their prices
increase more than foreign prices. As a result, real exchange rate appreciation and subsequent decrease in
foreign competitiveness of domestic goods on foreign as well as domestic markets shifts expenditures from
domestic goods to goods produced abroad (Mirdala 2013a). Negative effect of the real exchange rate
appreciation on the current account is significantly determined not only by a shift in demand preferences but also
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by the ability of domestic economy to shift unused production capacities to more perspective areas with high
growth perspectives (Chinn 2005).

The establishment of the Euro Area and introduction of the euro represent a crucial milestone in the
ongoing discussions highlighting positive and negative implications of the nominal exchange rate inflexibility
(Bayoumi, Harmsen and Turunen 2011). Although the contemporary evidence on empirical validity of causal
relationship between the real exchange rate and the current account seems to be limited (Arghyrou and
Chortareas 2008), we emphasize challenges addressed to the phenomenon of internal devaluation (Armingeon
and Baccaro 2012) and wide range of its direct and indirect effects in the Euro Area member countries.

While internal devaluation in countries with nominal exchange rate anchor may improve price
competitiveness and boost both internal and external demand, risk of deflationary pressures substantially reduces
vital growth incentives (Hetzel 2015). Moreover, ECB (European Central Bank) by inflating its monetary base
fueled by another wave of quantitative easing does not primarily follow idea of economic recovery (Christensen
and Gillan 2015). Low interest rate environment may be followed by euro depreciation improving competitiveness
of European producers on the foreign markets. However, as the most of transactions on the EU single market are
conducted in euro among its member countries, Euro Area seeks common reasonable automatic mechanisms
that would help to improve its internal competitiveness. (Peersman 2011)

Economic crisis intensified demand driven redistributive effects that induced diverse and spurious effects
on current account adjustments. While current accounts temporary deteriorated (with quite different intensity in
each particular economy) at the beginning of the crisis period (Kang and Shambaugh 2013), at the later stages
we have observed a positive trend (either improvement or stable outlook) in almost all Euro area member
countries reflecting intensified redistributive effects of the crisis on the cross-country expenditure shifting (Gaulier
and Vicard 2012).However, existing nexus between surpluses in the core with deficits in the periphery addresses
issues in both trade and financial linkages (Hobza and Zeugner 2014). While current accounts between North and
South of the Euro Area do not necessarily have to be balanced, existence of large and persisting bilateral current
account imbalances may induce policy tensions or rigidities (Berger and Nitsch 2012). Euro area is in a vicious
circle and economic policy of European Union faces a real challenge.

Intra-Eurozone current account imbalances among countries with different income levels per capita fuel
discussions on competitiveness channels under common currency (Belke and Dreger 2011). Disinflation followed
by deflationary pressures induced shifts in competitiveness associated with real exchange rate adjustments
through relative price levels. While external imbalances in countries on the periphery of the Euro Area were
mainly driven by domestic demand boom fueled by increasing financial integration (Chen, Milesi-Ferretti and
Tressel 2012), the role of changes in the competitiveness of the Euro Area core countries may be disputable. As
a result, limited effectiveness of internal devaluation in reducing current account imbalances in the Euro Area
could be expected (Sanchez and Varoudakis 2013). However, asynchronous current account trends between
North and South of the Euro Area were accompanied by significant appreciations of real exchange rate in the
periphery economies originating in the strong shifts in consumer prices and unit labor costs in these countries
relative to the countries of the Euro Area core (Holinski, Kool and Muysken 2012). As a result, the issue is
whether the real exchange rate is a significant driver of persisting current account imbalances in the Euro Area.
(Lane and Milesi-Ferretti 2002)

In the paper we examine competitiveness issues associated with current account development in the Euro
Area member countries. Our main objective is to examine effects of the unexpected shifts in real effective
exchange rates (REER) and overall demand and associated current account adjustments in the core and
periphery of the Euro Area. We employ VAR methodology to analyze responsiveness of current account to the
real exchange rate (REER calculated on CPI and ULC base) and demand shocks as well as the relative
contribution of both shocks in explaining adjustments in current accounts. Possible implications of the crisis
period will be considered by the comparison of estimated results for two models estimated for each individual
country for two subsequent periods 2000-2007 (pre-crisis period) and 2000-2014 (extended period). In both
models for each country we alternate both CPI and ULC based REER. We suggest that a comparison of the
results for models with different time period is crucial to understand redistributive effects and competitiveness
issues associated with real exchange rates shifts (induced by different dynamics in the consumer prices and unit
labor costs movements between the core and periphery of the Euro Area) and overall demand shifts.

Following the introduction, we provide brief overview of theoretical concepts referring to the relationship
between the real exchange rate dynamics and current account adjustments in Section 2. In Section 3 we provide
an overview of the empirical evidence about current account imbalances in the Euro area member countries.
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While the recent empirical literature provides lot of evidence about the effects of real exchange rates shifts on
current accounts, conclusion is quite different according to the relative importance of changes in competitiveness
and its role in triggering intra-Eurozone current account imbalances. In Section 4 we observe main trends in the
current account development in the Euro area member countries and highlight some stylized facts about common
implications resulted from its determination. In Section 5 we provide a brief overview of the VAR model (recursive
Cholesky decomposition is employed to identify structural shocks) that was employed to examineresponsiveness
of current accounts to the positiveone standard deviation real exchange rate and demand shocks in the Euro
Area member countries as well as the relative importance of both shocks in explaining adjustments in current
accounts. In Section 6 we discuss the main results.
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Conclusion

Examination of the effects associated with changes in price and costs-determined competitiveness on
current account deficits in the Euro Area member countries revealed interesting implications of existingdifferences
in performance between the core and periphery on the external intra-Eurozone imbalances. Our results indicate
that current accounts in the periphery countries was more vulnerable the exchange rate (both CPI and ULC
based) shocks than in the core countries. However, differences are more significant in case of costs-determined
changes in competitiveness induced by unexpected real exchange rate shifts.

Current accounts in the periphery countries of the Euro Area were also more vulnerable to the demand
shocks in terms of both intensity and durability of the effect associated with the current account adjustments.
Moreover, while the relative importance of the real exchange rate shocks dominated just within first six months
since the shock, increased vulnerability to the demand shock over longer period of time reduces well expected
benefits of the prices and costs related boost in competitiveness and associated reduction in the current account
deficits. This idea is even more reasonable provided that crisis period generally reduced vulnerability of current
accounts in the all Euro Area member countries to the real exchange rates shocks and increased their
responsiveness to the demand shocks. Higher relative importance of demand shocks in explaining conditional
variability of current accounts in the whole Euro Area during the crisis period even emphasizes these conclusions.

While competitiveness issues (higher dynamics of prices and labor costs) in the periphery countries can
explain a significant deterioration in the external imbalances of the periphery countries during the pre-crisis
period, decreased vulnerability of current accounts to the real exchange rate shocks during the crisis period
reduces applicability of internal devaluation as a convenient vehicle for a reduction in external imbalances in
these countries.
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Abstract

The adoption of the new prudential directive “Solvency II” urges insurance companies to improve their
internal models in accordance with their own capital stocks, reserve, Solvency Capital Requirement in order to
manage properly their risks. The reserve risk is considered as the main risk in non-life insurance determining the
solvency capital.

The aim of this paper is twofold: to model the reserve risk of a part of non-life portfolio and to evaluate the
necessary capital to cover it under the internal model of the Solvency Il project, taking into account the
dependence between the branches. For this purpose, our analysis begins by assessing reserve risk over the
ultimate horizon of payments development, using stochastic models and a simulation technique to determine the
distribution of reserve, in the case of two insured risks; the motor damages and the motor third-party liability.
Then, we use a copula theory modeling in order to detect the dependence between the two insurance business
lines. Finally, we provide a comparative analysis of alternative schemes measuring adequately SCR under the
independence and dependence cases for both standard and internal models.

Using original data collected on Tunisian Insurance companies, our results reveal that internal model
provides better estimates of solvency funds.

Keywords: reserve risk, best estimate, generalized linear models, bootstrap, Copula, solvency capital
requirement (SCR).

JEL Classification: C12, C14, C15, C53, G22.
Introduction

How to ensure the solvency of an insurance company? This is the central key issue to any actuary that
aims to guarantee the sustainability of the company. An insurance company needs to be solvent, by fulfilling its
financial obligations and having a “financial buffer” enough to cover all risks and losses without putting at risk the
financial health of the company.

The importance of the amounts involved has led the European Union to establish prudential standards for
controlling the solvency of insurance companies. For this purpose, the European Commission sets up a
regulatory reform, known as “Solvency I”, aim to guarantee the credibility of the insurer and the protection of the
policyholders.

Nonetheless, the globalization of insurance groups and the development of financial techniques such as
securitization, the multiplication of extreme risk and financial crises, make current prudential directive Solvency |
unsuitable to and open to several inconvenience. It becomes necessary to review the regulation pattern of
insurance industry by enacting a new solvency regime, called “Solvency II”. This new regulation project
incorporates the new developments in the areas of prudential supervision, risk management. Indeed, Solvency Il
takes into account a new approach of technical provisions computation, introducing “Risk Margin” in addition to
the “Best Estimate”.

Indeed, the requirement to determine a market value of the provisions, necessitate a radical change in the
process of reserving by shifting from a deterministic environment (no method is needed to determine the amount
of reserves) to a stochastic world. This stochastic dimension, making it possible to define the reserve volatility, is
necessary to take into account the assessment of reserve risk.

Reserve risk stems from two sources:

AOn the one hand, the Best Estimate of the claims provisions may be misestimated.
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A On the other hand, because of the stochastic nature of future claims payouts, the actual claims will
fluctuate around their statistical mean value.

The literature involves a range of techniques for calculating the best estimate of technical provisions,
especially provisions for claims outstanding. These different methods are determined to capture the reliable
actuarial method.

Mack (1993) has developed a stochastic model from the "reference” model Chain Ladder. Indeed, it is a
non-parametric model, where no assumption on the distribution of the components of the triangle is made,
conditional in the sense that it determines the means knowing the achievements of the upper triangle.

In essence, this technique estimates the volatility of the estimator of technical provisions i.e. by predicting
reserves evaluation errors. No assumption is made on the form of distribution of the number of claims or
provisions. Therefore, it is possible to compute the gap instead of quintiles.

To overcome this drawback, Mack (1999) assumes that provisions follow a normal or a log normal
distribution. However, an approximation by a normal distribution may not be appropriate since it could take
negative values. Therefore, a parametric approach will be preferred.

Introduced by Nelder and Wedderburn (1972) and further developed by Mc Cullagh and Nelder (1989),
generalized linear models allow to study the link between a dependent or response variable and a set of
explanatory variables. Unlike the Chain Ladder model, GLM models apply to triangles of incremental payments. It
is known that liquidation triangles contain negative increments mainly due to the presence of recourses.

In this context, and to take into account the presence of negative increment, several solutions and
corrections were proposed in the literature. In this respect, Mack (1994) considers these increments as missing
data and proposes to omit them.

Nevertheless, Verrall et al. (1993) add a constant to all the negative increment (before analysis), to make
them positive and once the increments of future claims are estimated, the same constant is subtracted. Hence we
argue that the solutions proposed set up restrictions on the number of negative increments observed in the
triangle of liquidation.

The estimation of the variance is not sufficient to fully quantify the risk. It is therefore necessary to obtain a
complete distribution to derive the statistical characteristics related to variability in the distribution. Therefore,
simulation methods become a matter of necessity.

The bootstrap is a resampling technique, proposed at the end of the 1970s by Efron aiming to provide
guidance as dispersion, confidence intervals, on a given statistic to know the accuracy of the estimates made.
Due to its substantial advantages, such as bias reduction and the approximation of a complex analytic estimator
distribution, this method is a powerful tool in insurance, particularly in the field of pricing including provision
assessment. The bootstrap methodology, described by England and Verrall (1999), is a simulation technique that
involves resampling residuals from a model and allows obtaining an estimate of the provisions distribution.
Indeed, this method has the benefit of estimating the variability of predictions estimators of future payments or the
empirical distribution of cadences.

Reserve risk is a key concept to determine solvency capital. In order, to cover this risk, it is necessary to
mobilize additional financial resources. The evaluation principle of the reserve risk is mainly based on the
calculation of the Solvency Capital Requirement (SCR), needed to protect against the most disastrous situations
and thus reducing the risk of insolvency: it is the approach adopted by the Solvency Il reform.

In this context, the European Commission (2010) introduces two options for the assessment of SCR
reserve risk at one year, the standard formula common to all insurance companies or the internal model suitable
for the own experience activity of the company and more adapted to the risks.

Moreover, the provisions computation calculation is usually carried out by branch of activities (motor
damages, property damages, and motor third-party liability). We assume that these branches and risks are
considered independent. Nevertheless, several real life instances tell us that this is not the case.

During last years, extreme claims and disasters are generated not only domestically but also
internationally. The Storms of Lothar and Martin in December 1999 as well as industrial disaster AZF of Toulouse
in September 2001 are examples of domestically extremes events that involving undeniable losses.

Internationally, the disaster of World Trade Center in September 2001 which showed that a high number
of guarantees and branches could be brought into play by the occurrence of the same event, and the financial
disasters of Enron and Worldcom (2001), which led to heavy damage increased and aggravated by underlying
guarantees underwritten by these two.
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Moreover, equity markets and the subprime crisis in 2007-2009, have drastically affected the American
insurance market and especially American International Group "AlG, first insurer of the world. Major reinsurance
companies, such as Switzerland -Re, Munisch-Re, Hannover-Re, have also been impacted.

The occurrence of these risks influence the entire technical and financial basis of insurance and reveals
absolutely that when disasters occur, several guarantees are involved at the same time, therefore risks are not
independent.

In fact, these events are "correlated" or stochastically dependent in a more rigorous terminology. Then, it
is appropriate to propose models taking into account this dependence between risks such as copulas models.
Copulas became a basic tool in the modeling of the multivariate distributions in finance and insurance. Introduced
by Abe Sklar in 1959 as a solution to a problem of probability statement by Maurice Fréchet, developed by Paul
Deheuvels (late 1970s) and Kimeldorf and Sampson (1975), the methodical study of copulas began in the 1980s,
with the work of Christian Genest and its coauthors.

An important literature ought to be mentioned such as the work of Dhaene and Goovaerts (1996), Dhaene
and Denuit (1999), Frees and Valedez (1998), Joe (1997), Schénbucher and Schubert (2001), Embrechts, McNeil
& Straumann (2002), Juri and Wiithrich (2002, 2003), Charpentier and Denuit (2004), among others.

Recently, several studies of Antonin and Benjamin (2002), Cadoux and Loizou (2004), Krauth (2007),
Embrechts (2009), Zhao and Zhou (2010), Diers et al. (2012), Zhang and Dukic (2013) show the relevance of this
theory to model dependence between risks in non- life insurance issues.

Zhang and Dukic (2013) have focused on a novel Bayesian multivariate model based on the use of
parametric copula to account for dependencies between various lines of insurance claims.

Diers et al. (2012) implement the Bernstein copula to model the dependence structures of non-life
insurance. Accordingly, they recourse to a goodness-of-fit analysis and compare the Bernstein copula with other
usually copula based on a value-at-risk and tail-value at-risk simulation studly.

Furthermore, Zhao and Zhou (2010) propose copula models for fitting the insurance claim numbers with
excess zeros and time-dependence. The first model fits two successive claims by a bivariate copula against the
second model of copula applies to the random effects of the conjoint numbers of successive claim.

Krauth’s research (2007) is a complete description of different approaches to dependence by way of
bootstrap, common shock and copulas. In addition, it exhibited that taking into account the dependence between
categories does raise lowly the VaR to the 75% threshold. However, the effect of dependence is more obvious
with extreme quantiles.

Cadoux and Loizeau (2004) adopt a dual approach linking a statistical estimate and an expert judgment.
They use the Gumbel and Frank copulas. In order to select the best copula, the authors apply a chi-square fit
test. However, this test requires a division into classes which limits its robustness. The search for more powerful
multivariate tests applied to copulas may bring new alternatives for application.

Antonin and Benjamin (2002) find the estimated dependence between the branches to be positive, and the
selected copula is the “Correlated Frailty” copula. However, they have criticized the copula model. Therefore, they
recommended a model that combines both the credibility theory and the theory of copula, which may be
realistically describe the dependence between the triangles line by line, not element by element.

In this research, we propose to answer the following questions:

AWhat is the impact of insurance branches dependence on the level of technical provisions and the level

of economic capital?

Alt is true that independence between branches is the main cause of insufficient funds to cover the load of

disaster and Claims expense?

Under the new Solvency framework, insurance companies are committed to improve their internal models
relating to its requirements as regards the own capital stocks and to set up a real piloting of risks, especially with
the introduction of dependence of the insured risks.
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Concluding remarks

The main focus of this research is to show the importance of actuarial methods in the determination of the
amount of provisions for the Tunisian insurance companies under the new regulatory framework Solvency II. This
leads insurance companies to make provisions for “dependence between branches”, so to make an accurate
Solvency Capital Requirement on adequacy with their proper risks. By way of invention, we propose a copula
approach under the internal model of solvency Il project to fully incorporate the impact of a potential dependence
of claim’s costs between different lines of business.

In this context, we show that the assumption that claim’s costs are independent from one branch to
another is not verified and may lead to underestimation of the Solvency Capital Requirement.

In this research, we analyze the implementation and the assessment of the Best Estimate of provisions for
each insurance branch. We apply a variety of actuarial models as Chain Ladder, Mack and GLM, to hunt for the
most reliable method. Results show that the Generalized Linear Model, and in particular GLM Gamma one, is
more robust in term of the best estimate of reserves.

Moreover, we apply a bootstrap simulation approach to obtain a more complete empirical distribution of
provisions for each LOB and required to measure their variability and able to study the extreme events.

Then, we model dependence structures of non-life insurance risks using a Copula approach. First, we
carry out a goodness-of-fit analysis to assess the parametric copula’s fit. Next, we use a blanket test based on
the Cramer Von Mises test statistic and simulation context for approximation of p-values. Our results point out
that there is a positive dependence between the two-LOB insurance companies as described by the Clayton’s
copula.

We believe that Copula theory is a better modeling alternative to existing techniques to assess
dependence and provide a more reliable set of correlations used in the internal risk models involved by Solvency
Il project. This is even truer in the case where insurance data is not homogeneous, not highly correlated, and for
small size data base. In addition, different risk measures, such as Value-at-Risk, illustrates that non appropriate
modeling may yield to underestimation of the risk situation compared to the standard approach.

Our results are valid for insurance companies and regulators who rely upon stochastic models to
determine the amount of technical provisions and solvency capital requirements under Solvency Il. Indeed, the
inclusion of positive dependence between claims’s charges increases significantly capital requirements of an
insurer and may be considered as more appropriate to the nature of the branches and reflects the true risk profile
of the company. We believe that this approach is, more suitable than correlations analysis carried by the
Solvency Il project and in piloting the “Own Risk and Solvency Assessment” suggested by Solvency Il reform.

Although our results’ analysis was satisfactory, the presented study is only a first step of modeling
dependence between two lines of business. There exist several suggestions to improve the underlying theory of
the claims reserving question hence the analysis of the solvency of a non-life insurer. For example, this research
could be pursued by analyzing all the risks incurred by the company as premium risk and catastrophe risk and
taking into account several lines of business. Moreover, it could be interesting to study and develop new
techniques of dependence such as conditional frailty models. Similarly, it will be easily to recourse to Credibility
theory.
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Abstract:

According to the empirical findings and experience of social workers working with Roma, the problem of
high indebtedness of Roma families in Slovakia is becoming bigger and bigger and it is an obstacle in achieving
the goals of the programs for social inclusion. The decision making process is limited by the situation in life as
well as the other aspects of life in extremely poor and socially excluded areas and it is incomprehensible by
people that are not confronted with a situation like this. The aim of this research is to help people understand the
problems, because understanding is essential to finding a good solution. Our qualitative study provides some
room for casting more light on the life experience of people, therefore the authors of the project VEGA 1/0206/13
have chosen the combination of qualitative and quantitative methods to study social support and social networks
of poor Roma. The work provides an interpretation of the main findings from the two in-depth studies and its aim
is to give an insight into experience of respondents - members of the homes involved in the study, related to the
loan-taking process and to give a realistic picture of the consequences.

Keywords: Roma, Roma communities, poverty, economic decisions, debt.
JEL Classification: D12, D14.
Introduction

Roma belong to the one of the biggest European minorities, they have lived here since the Middle Ages
and their population is estimated to be from 10 to 12 million, from which 6 million are living in the countries of the
European Union. Despite the evident diversity in Roma population living in Europe, the problems related to
poverty are well-known to many Roma. On the website of the EU parliament, there is stated: “The European
Roma frequently face numerous problems. They face racism and discrimination, they don't have an equal access
to education, health care and accommodation as the rest of the population”. (The parliament of the EU)

Like in other countries, in Slovakia the Roma belong to the people most affected by poverty and social
exclusion (i.e. Radiova 2001, 2002, 2004; DZzambazovi¢ 2007, VadeCka and Dzambazovi¢ 2000, and others).
Indebtedness is considered to be one of the direct consequences. Numerous qualitative studies (i.e. Filadelfiova
2013, Rusnakova et al. 2011) and a lot of experience of social workers point at the seriousness of the situation
and the urgency for solutions to the indebtedness and overextension of the poor Roma families. The
understanding and knowledge about the loan-taking processes is therefore an inevitable step towards a
systematic solution and help on the level of individual cases.

Conclusion

The strategy based on an operative loan-taking is very common in the studied families and generally well-
spread among the families from Roma communities. It is not always effective, though. The repayments have a
considerably strong impact on their budget and often result in further indebtedness or even overextension - the
families solve their incapacity to cover the monthly payments by taking another loan. “Overextension affects
mostly socially disadvantaged individuals or socially disadvantaged groups of people and it is one of the most
significant factors that trigger their exclusion from the normal life of the majorities thus resulting in a very difficult
inclusion back into the society”. (Novakova, Sobotka 2011)

As written by Filadelfiova (2013), loans help the families with lower income to balance their monthly
budget. If they did not borrow some money during the month, their balance would be worse. On the other hand,
their financial situation would be better if they owed less. The incapacity to pay energy bills or buy food is a very
frequent cause of indebtedness. Filadelfiova (2013) emphasizes that 44.5% of studied households had “nothing
to feed their children with”. It turned out that another cause of indebtedness was reconstruction of the house or
unexpected illness and travelling to the doctor, or for medication. Mainly the most vulnerable — members of
segregated Roma communities - fall victims to usurers, non-banking companies, insurance companies...
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According to the social support workers, debts and execution appeals belong to the most frequent problems in
the marginalised Roma communities they usually deal with involving the cooperation of their clients.

Working with loans is one of the greatest challenges in the field of social support in the marginalised
communities these days for the systematic solutions and for a properly addressed help to clients. The issue of
debt is complicated and difficult for the helping professionals (social support workers and lawyers), it is therefore
no surprise that for the poor debtors it is not easy to orientate in their debts, resulting in taking steps leading to
even deeper indebtedness.
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Abstract:

Nowadays, new electronic solutions within global e-supply chain allow business partners to obtain and
utilize new form of information for business decision making. New e-procurement tools provide competitive
advantage and power of purchasing companies to push on supply side. Although, new kind of information from
global e-supply chain tools can support suppliers to improve decision making more efficiently. In the paper we
are examining the significance of particular information as internal and global ratings, loyalty etc. for decision
making to win the procurement tender. For the study, the simulation game was realized and analyzed through
decision trees techniques. We have examined different results as from standard correlation tests and show
interesting rules for decision making in different situation of suppliers.

Keywords: Decision making, procurement, supplier, evaluation, simulation game.
JEL Classification: M21.
Introduction

Supply chain management has been recognized as one of the most important business process and
management functions for achieving higher business efficiency and competitive advantage. The fact that
suppliers play a key role in affecting firms’ performance has been well recognized in the literature (Donlon 1996,
Min and Mentzer 2004, Kannan and Tan 2006, Li et al. 2006, Koh et al. 2007). According to Ford (2003), the high
costs of purchased goods and services typically account for around 70% of the total cost.

One of the most crucial points of effective strategic supply chain management, the procurement function is
considered (Talluri and Sarkis 2002). In line with procurement process innovation, advances in information and
communication technology (ICT) support companies to achieve substantial economic benefits within business
processes. (Devaraj et al. 2007, Doucek et al. 2010, Dor¢ak and Delina 2011, Dor¢ak and Pollék 2011, Sudzina,
et al. 2011, Delina and Tkac 2010, Hill and Scudder 2002)

Todays, e-procurement applications impact companies by costs reduction, increases of overall profitability,
or generally improve procurement practices and economic benefits (Olson and Boyer 2003). According to Delina
and Tkac (2010), one of the crucial factors how to increase efficiency of cooperation with suppliers and how to
increase procurement efficiency is trust building in electronic business environment with special attention on
reputation evaluation. (Delina 2009)

However, procurement is a complex process involving sourcing, analyzing, negotiating and assessing.
The ICT support for analytical and evaluation phases are crucial for better decision making and recognizing the
value of e-procurement innovation (Novotny 2008, Gavurova 2011, Pridavok and Delina, 2013, Zgodavova, and
Bober 2012). To fully utilize effects of ICT in business processes, Doucek (2010, 2011) consider the human
aspect and e-skills as crucial.

In this paper, we are examining factors determined winner selection in procurement tenders considering
the utilization of ICT solutions for access to global market data as important factor for business decision making
(Delina 2012). Nowadays, ICT adoption within procurement processes call for suppliers’ decision making support.
For this purpose, we have realized procurement simulation game to identify decision rules for suppliers suitable
for optimization of their price bidding strategies.


mailto:szabo@fd.cvut.cz

Journal of Applied Economic Sciences
Volume X, Issu&37), Winter2015

Conclusion

Current development of e-procurement tools determines efficiency of procurement processes. On the one
hand, to utilize innovative tools for better decision making as ratings, analysis of company’s history, satisfaction
etc. can help procurement managers to decide more effectively. On the other hand, utilizing new information can
help also suppliers to improve their decision making more efficiently. According to our results, such an analysis
can help suppliers to make a better decision for price negotiation to balance the impact of new e-procurement
tools.

Our research results show, that supplier can optimize his price according to other procurement factors if
known and possibly obtained from e-negotiation and networked solutions. For example, internal ratings and
loyalty (history of relation with the procurement company) have high impact on the possibility to offer the price
better for supplier as the best price from the market (best price from all invited suppliers). It means that suppliers
can estimate optimal price in current situation. It is interesting, that for Slovak and Czech countries still trust more
to internal information as to information from external environment. Nowadays, new transparency of supply chain
is visible in reverse auctions or other innovative e-procurement forms which can be used not only for procurement
but also for supply side. Better e-marketplace functionalities and business data analysis can help to optimize the
market price contrary to current B2B purchasing power resulting from usage of innovative e-procurement tools.
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Abstract

This paper examines whether a lag in the adjustment of lending is and deposit interest rates due to
changes in monetary policy rate. We use an asymmetric error correction model to study the responses of interest
rates since the lending and deposit rates adjust with different dynamics to the equilibrium level due to changes in
the reference rate. Specifically, the asymmetric model allows examining differences when the interest rates are
on or below their equilibrium level. Finally, we find a statistically significant relationship between lending and
borrowing rates with the reference rate; the relationship is positive and slightly higher for the lending rate than for
the deposit rate.

Keywords: Econometric modeling, lending and deposit interest rates, monetary policy.
JEL Classification: C18, C12, E52.
Introduction

This research aims to investigate how monetary policy is transmitted through bank loans. This can be
measured by the degree of transfer between the monetary policy, particularly the reference rate, and the lending
and deposit rates of commercial banks. Specifically, this research shows that there are lags in the response of
the lending and deposit rates by changes in the reference rate. This research uses the methodology proposed by
Scholnick (1996) to quantify the degree of influence or transmission of monetary policy through bank loans. The
lag in the adjustment of lending rates refers to the weak response of interest rates of commercial banks from
movements in the interest rate in the money market; see, for instance, Berstein and Fuentes (2002). Additionally,
we also find out whether there are asymmetries in the degree of response of lending and deposit rates
considering an equilibrium level due to changes in the reference interest rate. From these results, it is possible to
examine if there are asymmetries, and if so, we could then elucidate on the economic causes related to the
observed asymmetry.

The above two issues are interrelated in what refers to the transmission mechanism of monetary policy in
Mexico. According to the literature on this regard, Scholnick (1996) performed an empirical study using standard
econometric time series models, and we attempt to extend Scholnick’s research (1996), for the Mexican case, by
using symmetric and asymmetric error correction models. Subsequently, we examine differences when interest
rates are on or below their equilibrium level.

The findings of this research show that, in average, the lending rate changes takes about four and a half
months to adjust the equilibrium after movements in the reference rate. This contrasts with approximately two
months that the deposit rate takes. Moreover, there is a positive relationship and slightly higher towards the
lending rate to the deposit rate (0.55% and 0.49%, respectively). In terms of asymmetry, it is found that for the
deposit rate is statistically significant. However, there is not statistically significant evidence of asymmetries for
the lending rate.

This research is organized in three more sections. The next section presents the methodology and model
specification that will be used to analyze whether there are asymmetries in the adjustment of the lending and
deposit rates to changes in monetary policy. The third part shows the descriptive statistics of the data to be used
in the estimation model. The fourth section provides the estimation results. Finally, conclusions are presented and
limitations are stated.

1 The opinions expressed herein are those of the authors and not necessarily those of Banco de Mexico


mailto:gbenavides@itesm.mx
mailto:tellezelizabeth_2015@yahoo.com
mailto:fvenegas1111@yahoo.com.mx

Journal of Applied Economic Sciences
Volume X, Issu&37), Winter2015

Conclusions

The findings of this study to estimate the transfer reference rate to lending and deposit banking rates in
Mexico are summarized below: A statistically significant relationship between lending rates for new loans from
commercial banks to firms, the borrowing rate and market reference rate. The relationship is positive and slightly
higher towards the lending rate to the deposit rate (0.55 and 0.49, respectively). The average lending rate shows
about four and a half months to adjust to equilibrium after movements in the reference. This contrasts with
approximately two months it takes the deposit rate.

In terms of asymmetry, it is found to be statistically significant for the deposit rate. However, there is
statistically significant evidence of asymmetries for the lending rate. That is, for the deposit rate, the speed of
adjustment is different if the rate is above or below its equilibrium level.

For the deposit rate to reach equilibrium when it is above the level of the average takes about 1.32
months, remaining below the equilibrium 3.22 months. This result is intuitive, since it tells us that banks are faster
to cut rates paid (towards its equilibrium level) to upload (1.32 vs. 3.22 months, respectively). This is consistent
with the theory of collusion but not for consumer reaction (Scholnick 1996). Finally, there was statistically
significant asymmetry in the case of deposit and not in the case of the lending. The results are qualitatively similar
to those reported for the weighted lending interest rate on new loans from commercial banks to firms.
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APPENDIX A

The following Appendix shows the details of the econometric results of the estimates for the implicit
lending rate in the VECM. It is also shown the behavior of impulse-response functions.

Interest Rates% First Differences%

r 18.0

Reference

Lending

Deposit

P - I I - - -
========================

Figure 6 - Comparison between sets of benchmark interest rates, active and deposit implicit in
levels and first differences

Table 5 - Descriptive statistics series analyzed Interest Rates in Levels and First Differences (%) (s/u)
Std.

Mean Median Standard Bias Kurtosis  Jarque-Bera
Levels
Reference 6.23 6.81 1.73 0.16 1.77 9.31*** 139
Lending 14.05 14.10 1.75 -0.88 3.90 22.41%* 139
Deposit 547 5.76 1.24 0.28 1.78 10.42*** 139
First Differences
Reference -0.02 0.00 0.45 -1.43 11.56 468.67*** 138
Lending 0.02 0.10 0.74 0.03 11.45 410.22%** 138
Deposit -0.02 0.01 0.28 -1.72 12.56 593.62*** 138

Note: *** | ** Represents rejection of the null hypothesis of normality at 99% and 95% confidence level respectively by x2
test (df). N = total number of observations.
Source: Authors' estimates using data from Banco de Mexico.

Table 6 - Unit Root Tests Interest Rates in Levels and First Differences (s/u)

Rate ‘ ADF PP N

Levels

Reference -1.59 -1.40 139

Lending -2.10 -2.39 139

Deposit -1.91 -1.81 139

First Differences

Reference -9.77* -9.72%* 138

Lending -16.41* -19.08*** 138

Pasive -7.83"** -7.96*** 138

Note: ADF = Augmented Dickey-Fuller test; PP = Phillips-Perron Test. The ADF and PP tests
include a constant in the specification. *** / Represents rejection of the null hypothesis of
normality at the 99% confidence level considering MacKinnon critical values for one-tailed. N
= total number of observations.

Source: Authors' estimates using data from Banco de Mexico.
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Table 7 - Cointegration Test Interest Rate Levels (s/u)

Johansen Cointegration Test

Number of Cointegrating Equations | Eigen Value  Statistical Trace Critical Value
0* 0.1515 38.2852 29.7971
1* 0.1094 16.4393 15.4947
2 0.0077 1.0316 3.8415

Note: Proof of Johansen (1995). Lag interval is 1 to 2 and includes a intercepts. * / Represents rejection of the
null hypothesis of r cointegrating vectors at the 95% confidence level considered critical values of
MacKinnon-Haug-Michelis (1999). Total number of observations N = 133 after adjustments for lags.

Source: Authors' estimates using data from Banco de Mexico.

Table 8 - Results of Estimates of Error Correction Models (s/u)

5 -0.0048 -0.0103
(0.0237) (0.0111)
51 0.5525** 0.4938***
(0.1091) (0.0253)
-0.1003* -0.2675**
02 (0.0399) (0.0392)
R? 0.3239 0.7835
F-statistic (F(2, d.f.)) 24.4294* 244.2988"**
Average adjustment lag (ML) in months. 4.46** 1.89**
Asymmetries
5 -0.0499 0.0146
(0.0408) (0.0174)
5 0.5483*** 0.4986™**
(0.1087) (0.0252)
5 -0.0587 -0.3791***
(0.0503) (0.0715)
-0.2780* -0.1555™
03 (0.1373) (0.0717)
R? 0.3359 0.7889
F-statistic (F(3, d.f.)) 17.0289*** 166.9695***
Average adjustment lag
ML+ 7.70 1.32%**
ML- 1.62%** 3.22**
Wald (Chi-square) Ho: ML*=ML- 1.8301 3.4487*

Note: Following the method estimates Scholnick (1996). d.f. = degrees of freedom. Equal test Wald
coefficients is performed with a x2 (1) distribution. The critical value at 10% confidence level for x2 (1)
is 2.706. *** [ ** | * Statistical significance at 1%, 5% and 10% respectively. N = 105 for the lending
rate, N = 138 for the deposit rate.

Source: Authors' estimates using data from Banco de Mexico.
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Figure 7 - Impulse-Response Functions
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Appendix B

For the long-term relationship, the errors of the cointegrating vector are obtained. The specification is
given by ir= a + Bw; + U; where it represents the interest rate of lending or deposit and w; stands for the reference
interest rate in the market. The U; term represents the error vector (cointegration). Under the assumption of white
noise, the results are:

For weighted lending rate:
ir=4.5677 + 0.7432w;
(0.2249) *** (0.0347) ***

For implicit lending rate:
ir=12.1922 + 0.2984w;
(0.5345) *** (0.0826) ***

For weighted deposit rate:
ir=1.1284 + 0.6960w;
(0.0924) *** (0.0143) ***
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Abstract

The phrase direct action is the product of case law. If in the old Romanian Civil Code of 1864 there was no
article of law to make reference to this expression, but only two derogations in articles 1488 and 1798 pointed
out, the new Romanian Civil Code - entered into force on 1 October 2011 and considered one of the significant
milestones of the legislative reform unparalleled in Romania's juridical history of the past twenty-five years, after
the fall of communism - allots the notion two articles - no. 1856 and 2023 and, moreover, article 1807 stipulates
the actions that may be taken against a subtenant.

Apart from the fact that the concept is defined according to the old Romanian Civil Code, with some
references to the old Romanian Civil Code, and compared with other countries’ way of considering the institution
of direct action, the paper approaches a case of its practical application allowed by Romanian law - direct action
in the matter of contractor agreement.

Keywords: direct action, right, debtor, creditor, contract, new Romanian Civil Code
JEL Classification: L26.
Introduction

Referred to as the right of individual to act directly against any of the parties of a contract in relation to
which he is third party, and which he claims in his favour, having yet, in another contract, the capacity of creditor
of the other part of the contract invoked, direct action is, therefore, an arrangement operating with three actors:
the creditor as holder of the direct action, his direct debtor (intermediate debtor) and the intermediate debtor's
debtor (sub-debtor). The mechanism assumes the existence of two legal relationships of obligations: one
between the creditor and the intermediate debtor and one between the intermediate debtor and sub-debtor. In the
latter one the intermediate debtor has the capacity of creditor.

Direct action, as opposed to the indirect one, allows the intermediate debtor’s creditor, third party in the
contract concluded by the two, to demand payment of his claim directly from sub-debtor, who is his debtor's
debtor.

The Romanian legislator considers there is a category of creditors which are preferred and in favour of
whom some exceptions to the general rules were allowed. The new Romanian Civil Code contains no express
regulation of direct action, but some derogatory statements have been stipulated in articles 1856 - "Direct action
of workers”, 2023 - "Substitution by trustee" and 1807 - "Effects of sublease. Action against subtenant". The last
one provides in paragraph (1) that "In case of non-payment of rent due under the lease, the lessor may follow the
subtenant up to the retrieval of the rent that the latter owes. Advance payment of rent to the principal tenant
cannot be opposed to the lessor "; in paragraph (3) it is also provided that "The lessor may also take direct action
against the subtenant to compel him comply the further obligations of the sublease contract".
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Conclusions

The institution of direct action is found in the legislation of several countries on the continent or in North
America, conceptualized by Duranton Alexandre and introduced in some articles of the French Civil Code source
of inspiration for the old Romanian Civil Code.

As a legislative instrument which the creditor has at hand to pursue the enforcement of his claim directly
from a debtor of his debtor, although he was not part in the contract agreed by the debtor with his debtor, direct
action entitles workers to recover, in their favour, the equivalent value of their work from one of the parties to a
contract to which they are not related, having the advantage of priority over other creditors of the entrepreneur.
People who, under a contract concluded with an entrepreneur carried out a contracted work, performed a working
activity, or provided services and received no payment for the activity performed have the right granted by law,
and stipulated by both the old and the new Romanian Civil Code to take direct action against the beneficiary of
the work and recover amount of money that the latter owed the contractor.
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